
IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

LAWRENCE E. JAFFE PENSION PLAN, 
on behalf of itself and all others similarly 
situated, 

Plaintiffs, 

v. 

HOUSEHOLD INTERNATIONAL, INC., 
et al., 

Defendants. 

Case No. 02-C-5893 

Judge Jorge L. Alonso 
 

 

 
DEFENDANT GARY GILMER’S RULE 56.1 STATEMENT OF UNDISPUTED FACTS 

IN SUPPORT OF GILMER’S MOTION FOR PARTIAL SUMMARY JUDGMENT  
 

 Pursuant to Fed. R. Civ. P. 56 and Local Rule 56.1, Defendant Gary Gilmer submits the 

following statement of undisputed material facts:    

I. The Parties 

 1.   The Lead Plaintiffs represent a class of persons who purchased or otherwise 

acquired Household International, Inc. (“Household” or the “Company”) common stock between 

March 23, 2001 and October 11, 2002 (the “Class Period”).  (Plaintiffs’ [Corrected] Amended 

Consolidated Class Action Complaint (March 13, 2013), Dkt. 54 ¶ 1 (hereafter “Complaint”)).1  

2. During the Class Period, Defendant Household was a non-operating holding 

company with three primary divisions: consumer financing, credit card services, and 

international business.  (Defendants’ Answer to the [Corrected] Amended Complaint (July 2, 

2004), Dkt. 156 ¶ 37 (hereafter, “Answer”)).  During the Class Period, Household Finance 

                                                        
1 For purposes of this filing, the Class Period represents the time spanning between the date of the first and 
the date of the last misstatement found by the jury.  See Exhibit A, Jury Verdict Form, Table A. 

Case: 1:02-cv-05893 Document #: 2111 Filed: 02/24/16 Page 1 of 8 PageID #:80092



 2 

Corporation (“HFC”) was a wholly owned subsidiary of Household engaged in the consumer 

lending business.  (Answer, ¶ 37). 

3. During the Class Period, Defendant William Aldinger (“Aldinger”) was 

Household’s Chief Executive Officer (CEO) and Chairman of the Board.  (Answer, ¶ 38).   

 4. During the Class Period, Defendant David Schoenholz (“Schoenholz”) was 

Household’s Chief Financial Officer (CFO).  (Answer, ¶ 39).   

 5. During the Class Period, Defendant Gary Gilmer (“Gilmer”) was Household’s 

head of consumer lending.  (Answer, ¶ 40).  

II. Jurisdiction 

 6. This Court has jurisdiction over this matter pursuant to 28 U.S.C. § 1331 because 

the claims asserted against Defendants arise under the laws of the United States, specifically:  

§§ 10(b) and 20(a) of the Securities Exchange Act of 1934, 15 U.S.C. §§ 78j(b) and 78t(a), and 

Rule 10b-5 promulgated by the United States Securities and Exchange Commission (“SEC”), 17 

C.F.R. § 240.10b5.  (Answer, ¶ 32-33). 

 7. Venue is proper in this Court pursuant to § 22 of the Securities Act of 1933, § 27 f 

the Securities Act of 1934, and 28 U.S.C. § 1391(3).  (Answer, ¶ 34). 

III. Facts Relevant to the Parties’ Responsibilities  

 8. As CEO, Aldinger was the Company’s highest ranking corporate officer and was 

ultimately responsible for all aspects of Household’s business affairs, including reviewing and 

signing Household’s quarterly and annual reports and reviewing Household’s press releases.  

(Exhibit S, Trial Tr. Vol. 14, 2982:11-17; Exhibit V, Aldinger Dep. (Jan. 30, 2007), 341:06-

342:18). 
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 9. As CFO, Schoenholz had administrative oversight over the Company’s Internal 

Audit Department and was responsible for all of Household’s external financial reporting, 

namely the preparation, review, and filing documents with the SEC.  (Exhibit S, Trial Tr. Vol. 9, 

1878:22-1879:11).  The filing of 10-Ks and 10-Qs with the SEC was within “the scope of 

[Schoenholz’] responsibility.”  (Exhibit S, Trial Tr. Vol. 9, 1879:02-07).   

 10. Gilmer reported directly to Aldinger as his supervisor, and Aldinger had authority 

over Gilmer in every respect.  (Exhibit S, Trial Tr. Vol. 4, 786:14-18, Vol. 5, 971:06-11).  The 

operating managers of all units (including Gilmer) reported up to Aldinger.  (Exhibit S, Trial Tr. 

Vol. 15, 3277:07-17).  Any financial information Gilmer provided in his position at Household 

(e.g., financial targets) would need to be discussed and reviewed by a number of others before 

becoming final. (Exhibit W, Gilmer Dep. (Jan. 11, 2007), 154:12-155:09).   

IV. Facts Relevant to the 10-K and 10-Q Reports Filed with the SEC  

 11. The alleged false statements involving the SEC documents are found within the 

text of the 10-K and 10-Q reports themselves; none of the statements are attributed to Gilmer.  

(Exhibits B-H, Household 10-K and 10-Q reports, Statement Nos. 15, 17, 20, 22, 27, 32, 38). 

12. Gilmer did not sign any of the 10-K or 10-Q reports alleged to contain 

misrepresentations.  (Exhibits B-H).  Each of the 10-K and 10-Q reports at issue is signed by 

both Aldinger and Schoenholz.  (Exhibits B-H).   

13. Household’s 10-Ks and 10-Qs were initially generated by the Corporate 

Controller’s group with input from Investor Relations, the Treasury department, the credit risk 

department, and external and internal auditors.  (Exhibit S, Trial Tr. Vol. 10, 2107:01-10).  The 

draft document was then reviewed and edited by Steven McDonald, Household’s Chief 

Accounting Officer.  (Exhibit S, Trial Tr. Vol. 10, 2107:11-22).  The document would then be 
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sent to the Disclosure Committee, which would review it and present a final draft to Aldinger, 

Schoenholz, McDonald, and SEC counsel.  (Exhibit S, Trial Tr. Vol. 10, 2107:23-2108:10-12).  

Schoenholz would “very carefully” review these drafts and update them before giving them to 

Aldinger for his final review.  (Exhibit S, Trial Tr. Vol. 10, 2108:19-23).  

14. While Schoenholz relied on various employees within Household in producing 

Household’s financial statements, they were ultimately his responsibility.  (Exhibit S, Trial Tr. 

Vol. 9, 1933:16-1934:02).   

 15. The CFO, general counsel, and auditors would review the final drafts of 

Household’s SEC documents before giving them to Aldinger to ultimately sign.   (Exhibit S, 

Trial Tr. Vol. 16, 3436:18-3440:01).  Aldinger would rely on Household’s auditors, accountants, 

lawyers, and the CFO to ensure the documents were accurate.  (Exhibit T, Aldinger Dep. (Dec. 

18, 2003), 27:11-22).  

 16. Household’s 10-Ks have a section that states senior management is responsible 

for the “preparation, integrity and fair presentation of its published financial statements.”  

(Exhibit S, Trial Tr. Vol. 11 at 2406:19-2407:2).  Plaintiffs’ expert, Harris Devor, explained that 

because the SEC reports are signed by Mr. Aldinger and Mr. Schoenholz, “they’re the ones that 

[that section is] referring to.”  (Exhibit S, Trial Tr. Vol. 11 at 2406:19-2407:20).  

 17. Gilmer did not play a role in reviewing or signing draft SEC documents.  (Exhibit 

X, Gilmer Dep. (Jan. 12, 2007), 526:02-08).   

V. Facts Relevant to the Press Releases 

 18. None of the seven press releases refers to Gilmer and none of the alleged false 

statements found within the press releases are attributed to Gilmer.  (Exhibits I-O, Household 

Press Releases, Statement Nos. 16, 18, 21, 24, 29, 36, 37). 
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19. Each of the seven press releases identifies Household’s contacts as Craig Streem, 

Household’s vice president of corporate relations and communications, Megan Hayden-Hakes, 

director of corporate communications, and/or Celeste Murphy, director of investor relations.  

(Exhibits I-O). 

20. Household press releases were written by public relations staff members and 

reviewed by Aldinger and Schoenholz before they were issued.  (Exhibit U, Aldinger Dep. (Jan. 

29, 2007), 132:16-19; Exhibit V, Aldinger Dep. (Jan. 30, 2007), 341:10-342:22; Exhibit S, Trial 

Tr. Vol. 14, 3008:04-14, Trial Tr. Vol. 15, 3021:24-3022:02).   

21. The Investor Relations group reported to Schoenholz during the relevant time 

period.  (Exhibit S, Vol. 10, 2103:01-04).    

22. Hayden-Hakes and Streem “spoke to the media on behalf of Household.”  

(Exhibit S, Trial Tr. Vol. 7, 1493:20-22).  Hayden-Hakes reported to Streem.  (Exhibit S, Trial 

Tr. Vol. 7, 1492:25-1493:01).    Hayden-Hakes would speak with Aldinger “many times” 

regarding how to deliver statements to the media and “ideally” it would be her practice to talk to 

Aldinger about important information being reported to the public.  (Exhibit S, Trial Tr. Vol. 7, 

1528:22-1529:19). 

 23. Streem and Hayden-Hakes were responsible for speaking to the media on 

Household’s behalf.  (Exhibit S, Trial Tr. Vol. 8, 1627:06-14).  Over the course of his 

employment with Household, Streem directly reported to either Aldinger or Schoenholz.  

(Exhibit S, Trial Tr. Vol. 8, 1627:19-23).  Aldinger had the responsibility to review press 

releases.  (Exhibit V, Aldinger Dep. (Jan. 30, 2007), 341:06-342:18). 

24. As head of consumer lending, Gilmer’s responsibilities did not include the 

preparation or issuance of press releases; communications with the press were handled by 
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Household’s corporate relations and communications employees. (Exhibit S, Trial Tr. Vol. 7, 

1493:20-22, Trial Tr. Vol. 8, 1627:06-14).   

VI. Facts Relevant to the Presentations  

25. The alleged misstatements from the April 9, 2002 Financial Relations Conference 

are statements and charts located on slides within a PowerPoint presentation.  (Exhibit Q, April 

9, 2002 Household Financial Relations Conference PowerPoint).  The first slide of the 

PowerPoint presentation identifies only “Dave Schoenholz” as a presenter.  (Exhibit Q).  The 

presentation does not contain Gilmer’s name or a quote attributed to him.  (Exhibit Q).  

Schoenholz generated and delivered this PowerPoint presentation with the slides that contained 

the alleged false statements.  (Exhibit Y, Schoenholz Dep., 242:4-8; Exhibit S, Trial Tr. Vol. 9, 

1945:20-1949:13, Trial Tr. Vol. 10 1979:04-1980:02, 1989:07-1990:01).   

26. A transcript of the presentation establishes that Schoenholz alone delivered the 

statements found within the presentation, and none are attributed to Gilmer.  (Exhibit R, 

Transcript of April 9, 2002 Household Financial Relations Conference; Exhibit S, Vol. 9, 

1949:05-1956:13).   

27. The alleged false statements in the December 4, 2001 Goldman Sachs 

presentation are found on two of the PowerPoint slides.  (Exhibit P, December 4, 2001 Goldman 

Sachs PowerPoint Presentation).  The first slide of the presentation names only “Bill Aldinger” 

as a presenter.  (Exhibit P).  Aldinger made and delivered the PowerPoint presentation.  (Exhibit 

S, Trial Tr. Vol. 15, 3057:09-3058:13, Trial Tr. Vol. 16, 3408:08-09).   
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Dated: February 24, 2016   Respectfully submitted, 

      GARY GILMER 

 

      By: /s/ David S. Rosenbloom     

       One of his Attorneys 

 

 

 

David S. Rosenbloom 
C. Maeve Kendall  
McDermott Will & Emery LLP 
227 West Monroe Street 
Chicago, Illinois 60606 
Telephone: (312) 984-7759 
Facsimile:  (312) 984-7700 
 
Attorneys for Defendant Gary Gilmer 
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CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that on February 24, 2016, she electronically filed the 

foregoing with the U.S. District Court Clerk, Northern District of Illinois, by using the CM/ECF 

system, which will send a notice of electronic filing to all CM/ECF participants. 

 

 

 
 

       /s/ C. Maeve Kendall    
       C. MAEVE KENDALL 

 
David S. Rosenbloom 
C. Maeve Kendall 
McDermott Will & Emery LLP 
227 West Monroe Street 
Chicago, Illinois 60606 
Telephone: (312) 984-7759 
Facsimile:  (312) 984-7700 
 
Attorneys for Defendant Gary Gilmer 
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Attached hereto are true and correct copies of the following exhibits: 
 
Exhibit A: Jury Verdict Form, Dkt. 1611; 
 
Exhibit B: Household FY00 Report on Form 10-K, Defendants’ Trial Exhibit 851, Statement 

No. 15; 
 
Exhibit C: Household FY01 Report on Form 10-K, Defendants’ Trial Exhibit 852, Statement 

No. 27; 
 
Exhibit D: Household 10-Q (May 9, 2001), Plaintiffs’ Trial Exhibit 733, Statement No. 17; 
 
Exhibit E: Household 10-Q (Aug. 10, 2001), Plaintiffs’ Trial Exhibit 6, Statement No. 20; 
 
Exhibit F: Household 10-Q (Nov. 14, 2011), Plaintiffs’ Trial Exhibit 707, Statement No. 22; 
 
Exhibit G: Household 10-Q (May 10, 2002), Pls’ Trial Exhibit 232, Statement No. 32; 
 
Exhibit H: Household 10-Q (Aug. 14, 2002), Defendants’ Trial Exhibit 874, Statement No.  

38; 
 

Exhibit I: Household Press Release (April 18, 2001), Plaintiffs’ Trial Exhibit 504, Statement  
No. 16; 
 

Exhibit J: Household Press Release (July 18, 2001), Plaintiffs Trial Exhibit 503, Statement  
No. 18; 
 

Exhibit K: Household Press Release (Oct. 17, 2001), Plaintiffs’ Trial Exhibit 978, Statement 
No. 21; 

 
Exhibit L:  Household Press Release (Jan. 16, 2002), Plaintiffs’ Trial Exhibit 706, Statement 

No. 24; 
 
Exhibit M: Household Press Release (April 17, 2002), Plaintiffs’ Trial Exhibit 635, Statement 

No. 29; 
 
Exhibit N: Household Press Release (July 17, 2002), Plaintiffs’ Trial Exhibit 788, Statement  
  No. 36; 
 
Exhibit O: Household Press Release (Aug. 14, 2002), Plaintiffs’ Trial Exhibit 227, Statement 

No. 37; 
 
Exhibit P: December 4, 2001 Goldman Sachs PowerPoint Presentation, Plaintiffs’ Trial 

Exhibit 1248, Statement No. 23; 
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Exhibit Q: April 9, 2002 Household Financial Relations Conference PowerPoint, Plaintiffs’ 
Trial Exhibit 135, Statement No. 28; 

 
Exhibit R: Transcript of April 9, 2002 Household Financial Relations Conference, Plaintiffs’ 

Trial Exhibit No. 138; 
 
Exhibit S: Excerpts of Trial Transcript 

i. Volume 4 excerpts 
ii. Volume 5 excerpts 

iii. Volume 7 excerpts 
iv. Volume 8 excerpts 
v. Volume 9 excerpts 

vi. Volume 10 excerpts 
vii. Volume 11 excerpts 

viii. Volume 12 excerpts 
ix. Volume 14 excerpts 
x. Volume 15 excerpts 

xi. Volume 16 excerpts 
xii. Volume 22 excerpts; 

 
Exhibit T: Excerpts of Deposition Transcript of William Aldinger, taken on December 18, 

2003; 
 
Exhibit U: Excerpts of Deposition Transcript of William Aldinger, taken on January 29, 

2007; 
 
Exhibit V: Excerpts of Deposition Transcript of William Aldinger, taken on January 30, 

2007;  
 
Exhibit W: Excerpts of Deposition Transcript of Gary Gilmer, taken on January 11, 2007;  
 
Exhibit X: Excerpts of Deposition Transcript of Gary Gilmer, taken on January 12, 2007; and 
 
Exhibit Y: Excerpts of Deposition Transcript of David A. Schoenholz, taken on February 28, 

2007. 
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CERTIFICATE OF SERVICE 
 

The undersigned hereby certifies that on February 24, 2016, she electronically filed the 

foregoing with the U.S. District Court Clerk, Northern District of Illinois, by using the CM/ECF 

system, which will send a notice of electronic filing to all CM/ECF participants. 

 

 

 
 

       /s/ C. Maeve Kendall    
       C. MAEVE KENDALL 

 
David S. Rosenbloom 
C. Maeve Kendall 
McDermott Will & Emery LLP 
227 West Monroe Street 
Chicago, Illinois 60606 
Telephone: (312) 984-7759 
Facsimile:  (312) 984-7700 
 
Attorneys for Defendant Gary Gilmer 
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PART I. 

Item 1. Buslness. 

General 

10 
10 

11 
11 
11 
11 
13 
14 

F-1 
F-2 

Household Internatlonal, Inc. ("Household") lS prlnclpally a non-operatlng 
holdlng company. Household's subsldlarles prlmarlly provlde mlddle-market 
consumers wlth several types of loan products ln the Unlted States, the Unlted 
Klngdom and Canada. Household and lts subsldlarles (lncludlng the operatlons 
of Beneflclal Corporatlon ("Beneflclal") whlch we acqulred ln 1998) may also 
be referred to ln thls Form 10-K as "we," "us" or "our." We offer real estate 
secured loans, auto flnance loans, MasterCard and Vlsa* credlt cards, prlvate 
label credlt cards, tax refund antlclpatlon loans, retall lnstallment sales 
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frnance loans and other types of unsecured loans, as well as credrt and 
specralty rnsurance. At December 31, 2000, we had approxrmately 28,000 
employees and served over 48 mrllron customers wrth $87.6 brllron rn managed 
recervables and $67.4 brllron rn owned recervables. Informatron that rs 
reported on a managed basrs relates to recervables that have been sold and 
whrch we servrce wrth lrmrted recourse ("securrtrze"), together wrth 
recervables that appear on our balance sheet. Informatron that rs reported on 
an owned basrs relates to the assets and lrabrlrtres we have on our balance 
sheet. Owned assets may va~y from perrod to perrod dependrng on the trmrng and 
slze of securltlzatlons. 

Household was created as a holdrng company rn 1981 as a result of a 
shareholder approved restructurrng of Household Frnance Corporatron ("HFC"), 
whrch was establrshed rn 1878. Our operatronal focus rs on those areas of 
consumer lendrng that we belreve offer us the best opportunrty to achreve the 
hrghest returns on our caprtal. From late 1994 through 1997 we exrted several 
busrnesses that were provrdrng rnsuffrcrent returns on our rnvestment, such as 
our frrst mortgage orrgrnatron and servrcrng busrness rn the Unrted States and 
Canada, our rndrvrdual lrfe and annurty busrness, our consumer branch bankrng 
busrness and our student loan busrness. Srnce 1997, we have: 

strengthened our consumer lendrng operatron wrth the acqursrtron of 
Transamerrca Frnancral Servrces Holdrng Company; 

expanded our auto lendrng operatron wrth the acqursrtron of ACC Consumer 
Flnance Corporatlon; 

merged with Beneficial, a consumer finance holding company; 

took steps to reposrtron our Unrted States MasterCard and Vrsa credrt 
card busrness to de-emphasrze undrfferentrated credrt card programs and; 

purchased all of the outstandrng caprtal stock of Decrsron One Holdrng 
Company LLC, a prrvately-held orrgrnator of non-conformrng frrst and 
second mortgage loans that packages such loans for sale to rnvestors. 

2000 Developments and Results. Contrnurng our operatronal focus, the 
followrng developments and results occurred durrng 2000: 

In February 2000, we purchased all of the outstandrng caprtal stock of 
Renarssance Holdrngs, Inc., a prrvately held rssuer of secured and 
unsecured credrt cards to non-prrme customers, for approxrmately $300 
mrllron rn common stock and cash. 

We took advantage of consolrdatron rn the home equrty lendrng rndustry by 
acqurrrng real estate secured portfolros of $2.2 brllron rn March and 
$1.5 brllron rn June. 

Our managed assets rnc~eased to $97.0 brllron at year-end 2000 from $80.2 
brllron at year-end 1999 and $72.6 brllron at year-end 1998. Our owned 
assets rncreased to $76.7 brllron at year-end 2000 from $60.7 brllron at 
year-end 1999 and $52.9 brllron at year-end 1998. 

In connectron wrth our $2 brllron share repurchase program, we 
repurchased 5.4 mrllron shares of Household common stock for $209.3 
mrllron rn 2000. Srnce announcrng our share repurchase program rn 

MasterCard rs a regrste~ed trademark of MasterCard Internatronal, 
Incorporated and VISA rs a regrstered trademark of VISA USA, Inc. 

3 
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March of 1999, we have repurchased 22.2 mrllron shares for a total of 
$922.2 mrllron. 

Our net rncome was $1.7 brllron rn 2000, compared to $1.5 brllron rn 1999 
and $.5 brllron rn 1998. Excludrng merger and rntegratron related costs 
of $751.0 mrllron afte~-tax and the $118.5 mrllron after-tax garn on sale 
of Benefrcral's Canadran operatrons, operatrng net rncome rn 1998 was 
$1.2 brllron. 

Drluted earnrngs per share was $3.55 rn 2000, compared to $3.07 rn 1999 
and $1.03 rn 1998. Excludrng merger and rntegratron related costs of 
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$751.0 mllllon after-tax and the $118.5 mllllon after-tax galn on sale of 
Beneflclal's Canadlan operatlons, dlluted operatlng earnlngs per share 
was $2.30 ln 1998. 

Consumers resldlng ln the state of Callfornla account for 16 percent of our 
managed consumer portfollo ln the Unlted States. No other state has more than 
seven percent concentratlon of thls portfollo. 

Flnanclal lnformatlon wlth respect to Household and lts segments lS set 
forth ln our Annual Report to Shareholders (the "2000 Annual Report"), 
portlons of whlch are lnco~porated hereln by reference. See pages 26 through 
85 of our 2000 Annual Repo~t. Our products, operatlng markets and marketlng 
methods are descrlbed unde~ OPERATIONS ln thls Form 10-K. 

Operatlons 

Our operatlons are dlvlded lnto three reportable segments: Consumer, Credlt 
Card Servlces, and Internatlonal. Our Consumer segment lncludes our consumer 
lendlng, retall servlces and auto flnance buslnesses. Our Credlt Card Servlces 
segment lncludes our domestlc MasterCard and Vlsa credlt card buslness. Our 
Internatlonal segment lncludes our forelgn operatlons ln the Unlted Klngdom 
and Canada. Informatlon about operatlng segments that are not lndlvldually 
reportable lncludes our lnsurance, tax servlces and commerclal operatlons, as 
well as our corporate and treasury actlvltles whlch are lncluded ln the "All 
Other" captlon wlthln our segment dlsclosure. 

General 

Across all reportable segments, we generally target non-conformlng or non
prlme consumers. Such customers are lndlvlduals who have llmlted credlt 
hlstorles, modest lncome, hlgh debt-to-lncome ratlos or have experlenced 
credlt problems caused by occaslonal dellnquencles, prlor chargeoffs or other 
credlt related actlons. These customers generally have hlgher dellnquency and 
credlt loss probabllltles and are charged a hlgher lnterest rate to compensate 
us for the addltlonal rlsk. 

We have taken substantlal measures to enhance our ablllty to maxlmlze the 
profltablllty of our segments. We use our centrallzed underwrltlng, collectlon 
and processlng functlons to adapt our credlt standards and collectlon efforts 
to market condltlons. Our underwrltlng, loan admlnlstratlon and collectlon 
functlons are supported by hlghly automated systems and processlng facllltles. 
Our centrallzed collectlon system lS augmented by personallzed early 
collectlon efforts. Maxlmlzlng our technology and otherwlse streamllnlng our 
operatlons and reduclng ou~ costs has enabled us to lmprove our efflclency 
through speclallzatlon and economles of scale and allows us to operate more 
efflclently than most of our competltors. 

We also servlce each customer wlth a focus to expand that customer's 
relatlonshlp wlth Household. Cross-selllng of products, aggresslve credlt 
management, "hands-on" customer care and targeted product marketlng are means 
we use to retaln customers and grow our buslness. 

Consumer 

Our consumer lendlng buslness has been ranked by Inslde 8 & C Lendlng as 
the second largest subprlme home equlty orlglnator ln the Unlted States based 
upon thelr estlmates and 2000 recelvables volume as reported to them by such 
lenders. Collectlvely, thls buslness has over 1,400 branches located ln 46 
states and 3.4 mllllon open customer accounts. It lS marketed under both the 
HFC and Beneflclal brand names, each of whlch caters to a sllghtly dlfferent 
type of customer ln the mlddle-market populatlon. Both brands offer secured 
and unsecured 

<PAGE> 

products. These products a~e marketed through our retall branch network, 
dlrect mall, telemarketlng and Internet appllcatlons. In addltlon, we 
orlglnate loans through a network of over 200 correspondents under the 
Household brand. 

Accordlng to the latest publlcatlon of The Nllson Report, we are the second 
largest provlder of thlrd party prlvate label credlt cards ln the Unlted 
States based on managed recelvables outstandlng. The prlvate label buslness of 
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our consumer segment has over 60 actlve merchant relatlonshlps wlth 
approxlmately $9.9 bllllon ln managed recelvables and 8.5 mllllon actlve 
customer accounts. Approxlmately 32 percent of our prlvate label recelvables 
are ln the electronlcs lndustry, 35 percent are ln the furnlture lndustry, 11 
percent are ln the home products lndustry and 12 percent are ln the 
powersports vehlcle lndust~y. These products are generated through merchant 
promotlons, appllcatlon dlsplays, dlrect mall, telemarketlng and Internet 
appllcatlons. 

Our auto flnance buslness provldes retall lnstallment flnanclng for the 
purchase of new and used vehlcles for consumers who do not have access to 
tradltlonal, prlme-based lendlng sources. We also reflnance exlstlng auto 
loans. Based on volume, we are one of the largest non-captlve non-prlme 
automoblle lenders ln the Unlted States. Our auto flnance buslness generates 
loan volume prlmarlly through dealer relatlonshlps from whlch lnstallment 
contracts are purchased. Loans are also dlrectly orlglnated through alllance 
partner referrals, dlrect mall and Internet appllcatlons. 

Credlt Card Servlces 

Our Credlt Card Servlces buslness lncludes our MasterCard and Vlsa 
recelvables ln the Unlted States, lncludlng the GM Card(R), the Unlon 
Prlvllege ("UP") credlt ca~d, a Household Bank branded card, and the Orchard 
Bank card. The GM Card(R), a co-branded credlt card lssued as part of our 
alllance wlth General Moto~s Corporatlon ("GM"), enables customers to earn 
dlscounts on the purchase or lease of a new GM vehlcle. The UP card program 
wlth the AFL-CIO provldes beneflts and servlces to members of 67 natlonal and 
international labor unions. Both the Household Bank and Orchard Bank branded 
credlt cards offer speclallzed credlt card products to consumers underserved 
by tradltlonal provlders. The GM Card(R) and UP card programs represent 46 
percent and 29 percent, respectlvely, of the managed recelvables ln thls 
segment. 

Our MasterCard and Vlsa buslness lS generated prlmarlly through dlrect 
mall, telemarketlng, Internet appllcatlons, appllcatlon dlsplays and 
promotlonal actlvlty assoclated wlth our afflnlty and co-brandlng 
relatlonshlps. We also market our credlt cards to our exlstlng real estate 
secured, prlvate label and tax refund antlclpatlon loan customers. 

Internatlonal 

Our Unlted Klngdom operatlons offer secured and unsecured llnes of credlt, 
secured and unsecured closed-end loans, lnsurance products and credlt cards 
(lncludlng the GM Card(R) from Vauxhall and marbles(TM), an Internet enabled 
credlt card developed ln connectlon wlth Freeserve, the Unlted Klngdom's 
largest Internet servlce p~ovlder). Such operatlons are conducted ln England, 
Scotland, Wales, Northern Ireland, and the Republlc of Ireland. Loans are 
marketed under the ''HFC'', ''Beneflclal'' and ''Hamllton Dlrect'' brand names 
through 181 branches, varlous merchants, dlrect mall and the Internet. Our 
Canadlan buslness offers consumer loans, mortgages, revolvlng credlt and 
retall flnance and accepts deposlts. Thelr products lnclude real estate 
secured and unsecured llnes of credlt, secured and unsecured closed-end loans 
and prlvate label credlt cards. These products are marketed through 99 branch 
offlces ln 10 provlnces, dlrect mall, telemarketlng and the Internet. 

All Other 

We also offer credlt llfe, credlt accldent, health and dlsablllty, term and 
speclalty lnsurance products to our customers. Such products currently are 
offered throughout the Unlted States and Canada. Insurance lS dlrectly wrltten 
by or relnsured wlth one o~ more of our subsldlarles. Our tax refund 
antlclpatlon loan ("RAL") buslness lS a cooperatlve program wlth H&R Block Tax 
Servlces, Inc. and certaln of lts franchlses, along wlth other 

.5 
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lndependent tax preparers, to provlde loans to customers who are entltled to 
federal tax refunds and who electronlcally flle thelr federal lncome tax 
returns wlth the Unlted States Internal Revenue Servlce. Our remalnlng 
commerclal operatlons have contlnued to decllne ln slze. 

Fundlng 
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As a flnanclal servlces organlzatlon, we must have access to funds at 
competrtrve rates, terms and condrtrons to be successful. We fund our 
operatrons rn the global caprtal markets, prrmarrly through the use of 
securrtrzatrons, commercral paper, Federal funds borrowrngs, certrfrcates of 
deposrt, bank lrnes, thrrft notes, medrum-term notes and long-term debt. We 
also use derrvatrve frnancral rnstruments to hedge our currency and rnterest 
rate exposure. A descrrptron of our use of derrvatrve frnancral rnstruments, 
rncludrng rnterest rate swaps, forergn exchange contracts, and other 
quantrtatrve and qualrtatrve rnformatron about our market rrsk rs set forth on 
pages 39 through 43, and 69 through 73 of our 2000 Annual Report. We also 
marntarn an rnvestment portfolro whrch at year-end 2000 was approxrmately $3.3 
brllron. Approxrmately $1.7 brllron of such rnvestment securrtres were held by 
our rnsurance subsrdrarres. At year-end 2000, Household's long-term debt, 
together wrth that of HFC, Benefrcral, Household Bank, f.s.b. (the "Bank") and 
our Canadran and U.K. subsrdrarres, as well as the preferred stock of 
Household, have been assrgned rnvestment grade ratrngs by all natronally 
recognrzed statrstrcal ratrng organrzatrons that rate such rnstruments. These 
organrzatrons have also rated the commercral paper of HFC rn therr hrghest 
ratrng category. For a detarled lrstrng of the ratrngs that have been assrgned 
to Household and our srgnrfrcant subsrdrarres, see Exhrbrt 99(b) to thrs Form 
10-K. 

Securrtrzatrons of consumer recervables have been, and wrll contrnue to be, 
a source of our lrqurdrty. Durrng 2000 we securrtrzed approxrmately $7.0 
brllron of recervables compared to $5.2 brllron rn 1999 and $3.6 brllron rn 
1998. Addrtronal rnformatron on our sources and avarlabrlrty of fundrng are 
rncorporated by reference to pages 39 through 42 of our 2000 Annual Report. 

Regulatron and Competrtron 

Regulatron. Our consume~ lendrng busrnesses operate rn a hrghly regulated 
envrronment. Those busrnesses are subJect to laws relatrng to drscrrmrnatron 
rn extendrng credrt, use of credrt reports, prrvacy matters, drsclosure of 
credrt terms and correctron of brllrng errors. Our consumer branch lendrng 
offrces are also subJect to certarn regulatrons and legrslatron that lrmrt 
therr operatrons rn certarn JUrrsdrctrons. For example, lrmrtatrons may be 
placed on the amount of rnterest or fees that a loan may bear, the amount that 
may be borrowed, the types of actrons that may be taken to collect or 
foreclose upon delrnquent loans or the rnformatron about a customer that may 
be shared. Our consumer branch lendrng offrces are generally lrcensed rn those 
JUrrsdrctrons rn whrch they operate. Such lrcenses have lrmrted terms but are 
renewable, and are revocable for cause. Our prrvate label operatrons are 
conducted through state-lrcensed companres and our credrt card banks. 

The Bank rs chartered by the Offrce of Thrrft Supervrsron ("OTS") and rs a 
member of the Federal Home Loan Bank System. It rs subJect to examrnatron and 
supervrsron by the OTS and the Federal Deposrt Insurance Corporatron ("FDIC"). 
It rs also subJect to fede~al regulatrons concernrng rts general rnvestment 
authorrty as well as rts abrlrty to acqurre frnancral rnstrtutrons, enter rnto 
transactrons wrth affrlrates and pay drvrdends. Such regulatrons also govern 
the permrssrble actrvrtres and rnvestments of rts subsrdrarres. It rs also 
subJect to regulatory requrrements settrng forth mrnrmum caprtal and lrqurdrty 
levels. Because of our ownershrp of the Bank, Household rs a savrngs and loan 
holdrng company subJect to reportrng and other regulatrons of the OTS. 
Household and HFC have agreed wrth the OTS to marntarn the regulatory caprtal 
of the Bank at certarn specrfred levels. Our natronal credrt card banks are 
chartered by the Offrce of the Comptroller of the Currency and are members of 
the Federal Reserve System. Natronal banks are generally subJect to the same 
type of regulatory supervrsron and restrrctrons as the Bank, but our natronal 
banks only engage rn credrt card operatrons. The deposrt accounts of the Bank 
and our credrt card banks are rnsured up to $100,000 by the FDIC. 

The Bank and our credrt card banks are also subJect to the Federal Deposrt 
Insurance Corporatron Improvement Act of 1991 ("FDICIA") and the Frnancral 
In.stltutlon.s Reform, Recovery, and Enforcement Act of 1989 ("FIRREA"). Among 
other thrngs, FDICIA created a frve-trered system of caprtal measurement for 
regulatory purposes, placed lrmrts on the abrlrty of deposrtory rnstrtutrons 
to acqurre brokered deposrts, and gave 

6 
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broad powers to federal bankrng regulators, rn partrcular the FDIC, to requrre 
undercaprtalrzed rnstrtutrons to adopt and rmplement a caprtal restoratron 
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plan and to restrlct or prohlblt a number of actlvltles, lncludlng the payment 
of cash dlvldends, whlch may lmpalr or threaten the capltal adequacy of the 
lnsured deposltory lnstltutlon. Federal banklng regulators may apply 
correctlve measures to an lnsured deposltory lnstltutlon, even lf lt lS 
adequately capltallzed, lf such lnstltutlon lS determlned to be operatlng ln 
an unsafe or unsound condltlon or engaglng ln an unsafe or unsound actlvlty. 
In addltlon, federal banklng regulatory agencles have adopted safety and 
soundness standards governlng operatlonal and managerlal actlvltles of lnsured 
deposltory lnstltutlons and thelr holdlng companles regardlng lnternal 
controls, loan documentatlon, credlt underwrltlng, lnterest rate exposure, 
asset growth and compensatlon. Under FIRREA, the FDIC may assess an afflllated 
lnsured deposltory lnstltutlon for the estlmated losses lncurred by the FDIC 
upon the default of any afflllated lnsured lnstltutlon. 

On February 10, 1999, the four federal bank regulatory agencles revlsed 
thelr JOlnt "retall credlt classlflcatlon pollcy" whlch establlshes guldellnes 
for classlflcatlon of credlt based on dellnquency status and mandates 
speclfled tlmeframes for recognlzlng losses ln consumer loan portfollos. Thls 
pollcy applles to any consumer loan held ln our credlt card banks or the Bank 
and became effectlve ln stages that began Aprll 1, 1999. Substantlally all of 
the pollcy changes lmpactlng our credlt card banks or the Bank became 
effectlve on October 1, 2000. The appllcatlon of the new rules dld not have a 
materlal adverse lmpact on our flnanclal statements or the way we manage our 
buslness. 

Our credlt lnsurance buslness lS subJect to regulatory supervlslon under 
the laws of the states ln whlch lt operates. Regulatlons vary from state to 
state but generally cover licensing of insurance companies, premium and loss 
rates, dlvldend restrlctlons, types of lnsurance that may be sold, permlsslble 
lnvestments, pollcy reserve requlrements, and lnsurance marketlng practlces. 

Competltlon. The consumer flnanclal servlces lndustry ln whlch we operate 
lS hlghly fragmented and lntensely competltlve. We compete wlth banks, thrlfts 
and other flnanclal lnstltutlons ln the Unlted States, Canada and the Unlted 
Klngdom. We also compete wlth other flnance companles, credlt unlons and 
retallers. Generally, competltlon lS ln the form of "teaser" rates (below 
market rates to entlce customers to a product), expanded credlt opportunltles 
(relaxed underwrltlng standards) or value added servlces. We compete by 
developlng a varlety of consumer products to target speclflc market segments, 
malntalnlng a strong servlce orlentatlon and developlng lnnovatlve marketlng 
alllances. 

Cautlonary Statement on Fo~ward-Looklng Statements 

Certaln matters dlscussed throughout thls Form 10-K or ln the lnformatlon 
lncorporated hereln by reference may constltute forward-looklng statements 
wlthln the meanlng of the Prlvate Securltles Lltlgatlon Reform Act of 1995 and 
as such may lnvolve known and unknown rlsks, uncertalntles and other factors 
that may cause our actual ~esults, performance or achlevements to be 
materlally dlfferent from any future results, performance or achlevements 
expressed or lmplled by such forward-looklng statements. Forward-looklng 
statements are based on ou~ current Vlews and assumptlons, and lnvolve rlsks 
and uncertalntles that could cause our results to be materlally dlfferent than 
those antlclpated. The followlng lmportant factors could affect our actual 
results and could cause such results to vary materlally from those expressed 
hereln or ln any other document flled wlth the Securltles and Exchange 
Commlsslon: 

changes ln laws and regulatlons, lncludlng changes ln accountlng 
standards; 

changes ln overall economlc condltlons, lncludlng the lnterest rate 
envlronment ln whlch we operate, the capltal markets ln whlch we fund our 
operatlons, recesslon, employment and currency fluctuatlons; 

consumer perceptlon of the avallablllty of credlt, lncludlng prlce 
competltlon ln the market segments we target and the ramlflcatlons or 
ease of flllng for personal bankruptcy; 

the effectlveness of models or programs to predlct loan dellnquency or 
loss and lnltlatlves to lmprove collectlons ln all buslness areas; 

contlnued consumer acceptance of our dlstrlbutlon systems and demand for 
our loan or lnsurance products; 
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changes assocrated wrth, as well as the drffrculty rn rntegratrng 
systems, operatronal functrons and cultures of any organrzatron acqurred 
by Household; 

the contrnued reposrtronrng of our MasterCard/Vrsa busrness to further 
penetrate selected consumer segments; and 

the abrlrty to attract and retarn qualrfred personnel to expand all of 
our busrnesses. 

Item 2. Propertres. 

Our operatrons are located throughout the Unrted States, rn 10 provrnces rn 
Canada and rn the Unrted Krngdom wrth prrncrpal facrlrtres located rn Anaherm, 
Calrfornra; New Castle, Delaware; Brandon, Florrda; Jacksonvrlle, Florrda; 
Tampa, Florrda; Chesapeake, Vrrgrnra; Vrrgrnra Beach, Vrrgrnra; Elmhurst, 
Illrnors; Hanover, Maryland; Brrdgewater, New Jersey; Las Vegas, Nevada; 
Charlotte, North Carolrna; Portland, Oregon; Pomona, Calrfornra; Prospect 
Herghts, Illrnors; Salrnas, Calrfornra; San Drego, Calrfornra; Wood Dale, 
Illrnors; London, Kentucky; Sroux Falls, South Dakota; North York, Ontarro, 
Canada; Brrmrngham, Unrted Krngdom and Wrndsor, Berkshrre, Unrted Krngdom. 

Substantrally all branch offrces, drvrsronal offrces, corporate offrces, 
regional processing and regional servicing center space are operated under 
lease wrth the exceptron of the headquarters burldrng for our Unrted Krngdom 
operatrons and processrng facrlrtres rn Tampa, Florrda, Las Vegas, Nevada and 
London, Kentucky. We belreve that such propertres are rn good condrtron and 
meet our current and reasonably antrcrpated needs. 

Item 3. Legal Proceedrngs. 

We have developed and rmplemented complrance functrons to monrtor our 
operatrons to ensure that we comply wrth all applrcable laws. However, we are 
partres to varrous legal p~oceedrngs resultrng from ordrnary busrness 
actrvrtres relatrng to our current and/or former operatrons. Certarn of these 
actrons are or purport to be class actrons seekrng damages rn very large 
amounts. Due to the uncertarntres rn lrtrgatron and other factors, we cannot 
assure you that we wrll ultrmately prevarl rn each rnstance. We belreve that 
we have merrtorrous defenses to these actrons and any adverse decrsron should 
not materrally affect our consolrdated frnancral condrtron. 

Durrng the past several years, the press has wrdely reported certarn 
rndustry related concerns \~hrch may rmpact us. Some of these rnvol ve the 
amount of lrtrgatron rnstrtuted agarnst frnance and rnsurance companres 
operatrng rn the states of Alabama and Mrssrssrppr and the large punrtrve 
awards obtarned from JUrres rn those states. Lrke other companres rn thrs 
rndustry, some of our subsrdrarres are rnvolved rn a number of lawsurts 
pendrng agarnst them rn Alabama and Mrssrssrppr, many of whrch relate to the 
frnancrng of satellrte televrsron broadcast recervers. We drscontrnued 
frnancrng such recervers rn 1995. The Alabama and Mrssrssrppr cases generally 
allege rnadequate drsclosu~e or mrsrepresentatron of frnancrng terms. In many 
surts, other partres are also named as defendants. Unspecrfred compensatory 
and punrtrve damages are sought. Several of these surts purport to be class 
actrons. The JUdrcral clrmate rn Alabama and Mrssrssrppr rs such that the 
outcome of all of these cases rs unpredrctable. Although our subsrdrarres 
belreve they have substantrve legal defenses to these clarms and are prepared 
to defend each case vrgorously, a number of such cases have been settled or 
otherwrse resolved for amounts that rn the aggregate are not materral to our 
operatrons. Approprrate rnsurance carrrers have been notrfred of each clarm, 
and a number of reservatrons of rrghts letters have been recerved. Certarn of 
these clalms have been partlally covered by lnsurance. 

Item 4. Submrssron of Matters to a Vote of Securrty Holders. 

Not applrcable. 

8 
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Item 5. Market for Reglstrant's Common Equlty and Related Stockholder Matters. 

As of March 15, 2001 there were 19,468 record shareholders of Household's 
common stock. 

Addltlonal lnformatlon ~equlred by thls Item lS lncorporated by reference 
to pages 51 and 85 of our 2000 Annual Report. 

Item 6. Selected Flnanclal Data. 

Informatlon requlred by thls Item lS lncorporated by reference to pages 26 
and 27 of our 2000 Annual Report. 

Item 7. Management's Dlscusslon and Analysls of Flnanclal Condltlon and 
Results of Operatlons. 

Informatlon requlred by thls Item lS lncorporated by reference to pages 28 
through 50 of our 2000 Annual Report. 

Item 7A. Quantltatlve and Qualltatlve Dlsclosures About Market Rlsk. 

Informatlon requlred by thls Item lS lncorporated by reference to pages 39 
through 43 of our 2000 Annual Report. 

Item 8. Flnanclal Statements and Supplementary Data. 

Our Financial Statements meet the requirements of Regulation S-X. Such 
Flnanclal Statements and supplementary flnanclal lnformatlon speclfled by Item 
302 of Regulatlon S-K, are lncorporated by reference to pages 51 through 84 of 
our 2000 Annual Report. 

Item 9. Changes ln and Dlsagreements wlth Accountants on Accountlng and 
Flnanclal Dlsclosure. 

Not appllcable. 

PART III. 

Item 10. Dlrectors and Executlve Offlcers of the Reglstrant. 

Executlve Offlcers of the Reglstrant. 

The followlng lnformatlon on our executlve offlcers lS lncluded pursuant to 
Item 401(b) of Regulatlon S-K. 

Wllllam F. Aldlnger, age 53, JOlned Household ln September 1994 as 
Presldent and Chlef Executlve Offlcer. In May 1996 he was appolnted our 
Chalrman and Chlef Executlve Offlcer. Mr. Aldlnger served as Vlce Chalrman of 
Wells Fargo Bank and a Dlrector of several Wells Fargo subsldlarles from 1986 
untll JOlnlng us. Mr. Aldlnger lS also a dlrector of Household Flnance 
Corporatlon (one of our subsldlarles), Illlnols Tool Works Inc. and MasterCard 
Internatlonal, Incorporated. 

Lawrence N. Bangs, age 64, was appolnted Vlce Chalrman effectlve January 
2000, havlng prevlously se~ved as Group Executlve--Prlvate Label, Unlted 
Klngdom, Canada, Insurance, Auto Flnance and U.S. Consumer Banklng slnce 1995. 
Slnce JOlnlng Household Flnance Corporatlon ln 1959, Mr. Bangs has served ln 
varlous capacltles ln our U.S. consumer lendlng and Unlted Klngdom operatlons, 
most recently as Managlng Dlrector and Chlef Executlve Offlcer of our Unlted 
Klngdom operatlons. 

Rocco J. Fablano, age 44, was appolnted Group Executlve--Auto Flnance, 
Retall Servlces and Tax Se~vlces ln January 2000, havlng JOlned us ln 1997 as 
a result of our acqulsltlon of ACC Consumer Flnance Corporatlon where he 

served as Chalrman and Chlef Executlve Offlcer slnce 1993. 

9 
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Gary D. Gllmer, age 51, was appolnted Group Executlve--Consumer Lendlng ln 
1998. Slnce JOlnlng Household Flnance Corporatlon ln 1972, Mr. Gllmer has 
served ln varlous capacltles ln our consumer banklng, prlvate label and llfe 
lnsurance buslnesses, most recently as Managlng Dlrector and Chlef Executlve 
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Offrcer of our Unrted Krngdom operatrons. 

Srddharth N. Mehta, age 42, JOrned Household rn June 1998 as Group 
Executrve--Credrt Card Servrces. Prror to JOlnrng Household, Mr. Mehta was 
Senror Vrce Presrdent of Boston Consultrng Group rn Los Angeles and co-leader 
of Boston Consultrng Group Frnancral Servrces Practrce rn the Unrted States. 

Davrd A. Schoenholz, age 49, was appornted Group Executrve--Chref Frnancral 
Offrcer, effectrve January 2000, havrng prevrously served as Executrve Vrce 
Presrdent--Chref Frnancral Offrcer srnce 1996, Senror Vrce Presrdent--Chref 
Frnancral Offrcer srnce 1994, Vrce Presrdent--Chref Accountrng Offrcer srnce 
1993, Vrce Presrdent srnce 1989 and Controller srnce 1987. He JOrned Household 
rn 1985 as Drrector--Internal Audrt. 

Colrn P. Kelly, age 58, was appornted Senror Vrce Presrdent--Admrnrstratron 
effectrve January 2000, havrng prevrously served as Senror Vrce Presrdent-
Human Resources srnce 1996, and Vrce Presrdent--Human Resources srnce 1988. 
Mr. Kelly JOrned Household Frnance Corporatron rn 1965 and has served rn 
varlous management posltlons. 

Kenneth H. Robrn, age 54, was appornted Corporate Secretary rn 1998 and 
Senror Vrce Presrdent--General Counsel rn 1996, havrng prevrously served as 
Vrce Presrdent--General Counsel srnce 1993. He JOrned Household rn 1989 as 
Assrstant General Counsel--Frnancral Servrces. Prror to JOlnrng Household, Mr. 
Robrn held varrous posrtrons rn the legal departments of Crtrcorp and 
Crtrbank, N.A. from 1977 to 1989. 

There are no family relationships among our executive officers. The term of 
offrce of each executrve offrcer rs at the drscretron of the Board of 
Dlrectors. 

Addrtronal rnformatron ~equrred by thrs Item rs rncorporated by reference 
to "Nomrnees For Drrector" and "Shares of Household Stock Benefrcrally Owned 
by Drrectors and Executrve Offrcers" rn our defrnrtrve Proxy Statement for our 
2001 Annual Meetrng of Stockholders scheduled to be held May 9, 2001 (the 
"2001 Proxy Statement"). 

Item 11. Executrve Compensatron. 

Informatron requrred by thrs Item rs rncorporated by reference to 
"Executlve Compensatlon", 11 Report of the Compensatlon Commlttee on Executlve 
Compensatlon", "Performance of Household", "Employment Agreements", "Savlngs-
Stock Ownershrp and Pensron Plans", "Incentrve and Stock Optron Plans", and 
"Drrector Compensatron" rn our 2001 Proxy Statement. 

Item 12. Securrty Ownershrp of Certarn Benefrcral Owners and Management. 

Informatron requrred by thrs Item rs rncorporated by reference to "Shares 
of Household Stock Benefrcrally Owned by Drrectors and Executrve Offrcers" and 
"Securrty Ownershrp of Certarn Benefrcral Owners" rn our 2001 Proxy Statement. 

Item 13. Certarn Relatronshrps and Related Transactrons. 

Informatron requrred by thrs Item rs rncorporated by reference to 
"Incentrve and Stock Optron Plans" and "Agreement wrth Mr. James H. Grllram 
Jr." rn our 2001 Proxy Statement. 

10 
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PART IV. 

Item 14. Exhrbrts, Frnancral Statement Schedules, and Reports on Form 8-K. 

(a) Flnanclal Statements. 

The consolrdated frnancral statements lrsted below, together wrth an 
oprnron of Arthur Andersen LLP dated January 15, 2001 wrth respect thereto, 
are rncorporated by reference herern pursuant to Item 8. Frnancral Statements 
and Supplementary Data of thrs Form 10-K. An oprnron of Arthur Andersen LLP rs 
also rncluded rn thrs Annual Report on Form 10-K. 

Household Internatronal, Inc. and Subsrdrarres: 
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Consolrdated Statements of Income for the Three Years Ended December 31, 
2000. 

Consolrdated Balance Sheets, December 31, 2000 and 1999. 

Consolrdated Statements of Cash Flows for the Three Years Ended December 
31, 2000. 

Consolrdated Statements of Changes rn Preferred Stock and Common 
Shareholders' Equrty for the Three Years Ended December 31, 2000. 

Notes to Consolrdated Frnancral Statements. 

Report of Independent Publrc Accountants. 

Selected Quarterly Frnancral Data (Unaudrted) 

(b) Reports on Form 8-K. 

Current Reports on Form 8-K were frled on October 18, 2000 and November 8, 
2000 by Household durrng the three months ended December 31, 2000. 

(c) Exhrbrts. 

<TABLE> 
<C> 
3(r) 

<S> 
Restated Certrfrcate of Incorporatron of Household 
International, Inc. as amended (incorporated by reference to 
Exhrbrt 3(r) of our Quarterly Report on Form 10-Q for the 
quarter ended June 30, 1998). 

3(rr) Bylaws of Household Internatronal, Inc. as amended January 30, 
2 001. 

4(a) 

4 lb I 

4(c) 

4 ld I 

</TABLE> 

<PAGE> 

<TABLE> 
<C> 
10.1 

Rrghts Agreement dated as of July 9, 1996, between Household 
Internatronal, Inc. and Harrrs Trust and Savrngs Bank, as 
Rrghts Agent (rncorporated by reference to Exhrbrt 99.1 of our 
Current Report on Form 8-K dated July 9, 1996). 
Standard Multrple-Serres Indenture Provrsrons for Senror Debt 
Securrtres of Household Frnance Corporatron dated as of June 
1, 1992 (rncorporated by reference to Exhrbrt 4(b) to the 
Regrstratron Statement on Form S-3 of Household Frnance 
Corporatron, No. 33-48854). 
Indenture dated as of December 1, 1993 for Senror Debt 
Securrtres between Household Frnance Corporatron and The Chase 
Manhattan Bank (Natronal Assocratron), as Trustee 
(rncorporated by reference to Exhrbrt 4(b) to the Regrstratron 
Statement on Fo~m S-3 of Household Frnance Corporatron, No. 
33-55561 frled on September 20, 1994). 
The prrncrpal amount of debt outstandrng under each other 
rnstrument defrnrng the rrghts of Holders of our long-term 
senror and senror subordrnated debt does not exceed 10 percent 
of our total assets. Household agrees to furnrsh to the 
Securrtres and Exchange Commrssron, upon request, a copy of 
each rnstrument defrnrng the rrghts of holders of our long
term senror and senror subordrnated debt. 

11 

<S> 
Household Internatronal, Inc. 1998 Key Executrve Bonus Plan 
(rncorporated by reference to Exhrbrt 10.1 of our Quarterly 
Report on Form 10-Q for the quarter ended June 30, 1998). 

10.2 Household Internatronal, Inc. Corporate Executrve Bonus Plan. 
10.3 Household Internatronal, Inc. Long-Term Executrve Incentrve 

Compensatron Plan, as Amended (rncorporated by reference to 
Exhrbrt 10.3 of our Annual Report on Form 10-K for the frscal 
year ended December 31, 1995). 

10.4 Forms of stock optron and restrrcted stock rrghts agreements 
under the Household Internatronal, Inc. Long-Term Executrve 
Incentrve Compensatron Plan (rncorporated by Reference to 
Exhrbrt 10.4 of our Annual Report on Form 10-K for the frscal 

<C> 

<C> 
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year ended December 31, 1995). 
10.5 Household Internatlonal, Inc. 1996 Long-Term Executlve 

Incentlve Compensatlon Plan, as Amended. 
10.6 Forms of stock optlon and restrlcted stock rlghts agreements 

under the Household Internatlonal, Inc. 1996 Long-Term 
Executlve Incentlve Compensatlon Plan. 

10.7 Household Internatlonal, Inc. Deferred Fee Plan for Dlrectors 
(lncorporated by reference to Exhlblt 10.7 of our Annual 
Report Form 10-K for the flscal year ended December 31, 1999). 

10.8 Household Internatlonal, Inc. Deferred Phantom Stock Plan for 
Dlrectors. (lncorporated by reference to Exhlblt 10.8 of our 
Annual Report Form 10-K for the flscal year ended December 31, 
1999 I . 

10.9 Household Internatlonal, Inc. Non-Quallfled Deferred 
Compensatlon Plan for Executlves, as Amended (lncorporated by 
reference to Exhlblt 10.9 of our Annual Report on Form 10-K 
for the flscal year ended December 31, 1998). 

10.10 Executlve Employment Agreement between Household Internatlonal, Inc. 
and W.F. Aldlnger (lncorporated by reference to Exhlblt 10.10 of our 
Annual Report on Form 10-K for the flscal year ended December 31, 
1998 I . 

10.11 Executlve Employment Agreement between Household 
Internatlonal, Inc. and L.N. Bangs (lncorporated by reference 
to Exhlblt 10.11 of our Annual Report on Form 10-K for the 
flscal year ended December 31, 1998). 

10.12 Executlve Employment Agreement between Household 
Internatlonal, Inc. and G.D. Gllmer (lncorporated by reference 
to Exhibit 10.12 of our Annual Report on Form 10-K for the 
flscal year ended December 31, 1998). 

10.13 Executlve Employment Agreement between Household 
Internatlonal, Inc. and D.A. Schoenholz (lncorporated by 
reference to Exhlblt 10.13 of our Annual Report on Form 10-K 
for the flscal year ended December 31, 1998). 

10.14 Executlve Employment Agreement between Household 
Internatlonal, Inc. and S.N. Mehta (lncorporated by reference 
to Exhlblt 10.14 of our Annual Report on Form 10-K for the 
flscal year ended December 31, 1998). 

10.15 Executlve Employment Agreement between Household 
Internatlonal, Inc. and R.J. Fablano. 

10.16 Amended and Restated Supplemental Executlve Retlrement Plan 
for W.F. Aldlnger. 

10.17 Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan 
(lncorporated by reference to Exhlblt 4.4 of Beneflclal 
Corporatlon's Form S-8 flled on Aprll 23, 1996, Flle No. 333-
02737 I. 

</TABLE> 

12 
<PAGE> 

<TABLE> 
<C> <S> <C> 
10.18 Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock 

Optlon Plan (lncorporated By reference to Exhlblt 4.2 of 
Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 
333-58291 I. 

11 Statement of Computatlon of Earnlngs per Share. 
12 Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges 

and to Comblned Flxed Charges and Preferred Stock Dlvldends. 
13 

21 
23 
24 
99(a) 

99(b) 

</TABLE> 

Materlal lncorporated by reference to Household Internatlonal, 
Inc.'s 2000 Annual Report to Shareholders. 
Llst of our subsldlarles. 
Consent of Arthur Andersen LLP, Certlfled Publlc Accountants. 
Power of Attorney, lncluded on page 14 hereof. 
Annual Report on Form 11-K for the Household Internatlonal, 
Inc. Tax Reductlon Investment Plan (to be flled by amendment) 
Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant 
subsldlarles. 

We Wlll furnlsh coples of the exhlblts referred to above to our stockholders 
upon recelvlng a wrltten request therefor. We charge flfteen cents per page for 
provldlng these coples. Requests should be made to Household Internatlonal, 
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Inc., 2700 Sanders Road, P~ospect Helghts, Illlnols 60070, Attentlon: Corporate 
Secretary. 

(d) Schedules. 

Report of Independent Publlc Accountants. 

I--Condensed Flnanclal Informatlon of Reglstrant. 

13 
<PAGE> 

SIGNATURES 

Pursuant to the requlrements of Sectlon 13 or 15(d) of the Securltles 
Exchange Act of 1934, Household Internatlonal, Inc. has duly caused thls 
report to be slgned on lts behalf by the underslgned, thereunto duly 
authorlzed. 

Household Internatlonal, Inc. 

Dated: March 28, 2001 

/s/ W.F. Aldlnger 
By: 

W.F. Aldlnger, Chalrman 
and Chlef Executlve Offlcer 

Each person whose slgnature appears below constltutes and appolnts J.W. 
Blenke, L.S. Mattenson and J.S. VanderLlnde and each or any of them (wlth full 
power to act alone), as hls/her true and lawful attorney-ln-fact and agent, 
wlth full power of substltutlon and resubstltutlon, for hlm/her ln hls/her 
name, place and stead, ln any and all capacltles, to slgn thls Form 10-K and 
any and all amendments to thls Form 10-K and to flle the same, wlth all 
exhlblts thereto, and all other documents ln connectlon therewlth, wlth the 
Securltles and Exchange Commlsslon, grantlng unto each such attorneys-ln-fact 
and agent full power and authorlty to do and perform each and every act and 
thlng requlslte and necessary to be done, as fully to all lntents and purposes 
as he/she mlght or could do ln person, hereby ratlfylng and conflrmlng all 
that such attorneys-ln-fact and agents or thelr substltutes may lawfully do or 
cause to be done by Vlrtue hereof. 

Pursuant to the requlrements of the Securltles Exchange Act of 1934, thls 
report has been slgned below by the followlng persons on behalf of Household 
Internatlonal, Inc. and ln the capacltles and on the date lndlcated. 

<TABLE> 
<CAPTION> 

<S> 

Slgnature Tltle 

<C> 
/s/ W.F. Aldlnger Chalrman and Chlef Executlve 

___________________________ Off l ce r and Dl rector ( as 
(W.F. Aldlnger) prlnclpal executlve 

offlcer) 

/s/ R.J. Darnall Dlrector 

(R.J. Darnall) 

/s/ G.G. Dlllon Dlrector 

(G.G. Dlllon) 

/s/ J.A. Edwardson Dlrector 

(J.A. Edwardson) 

/s/ M.J. Evans Dlrector 

(M.J. Evans) 

Date 

<C> 

March 28, 2001 
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/s/ J.D. Frshburn 

(J.D. Frshburn) 

/s/ C.F. Frerdherm, Jr. 

(C. F. Frerdherm, Jr.) 

</TABLE> 

<PAGE> 

<TABLE> 
<S> 

/s/ J.H. Grllram, J~. 

(J.H. Grllram, Jr.) 

/s/ L.E. Levy 

(L.E. Levy) 

/s/ G.A. Lorch 

(G.A. Lorch) 

/s/ J.D. Nichols 

(J.D. Nrchols) 

Dr rector 

Dr rector 

14 

<C> <C> 
Dr rector 

Dr rector 

Dr rector 

Director 

/s/ J.B. Prtblado Dr rector March 28, 2001 

(J.B. Prtblado) 

/s/ S.J. Stewart Dr rector 

(S.J. Stewart) 

/s/ L.W. Sullrvan, M.D. Dr rector 

(L.W. Sullrvan, M.D.) 

/s/ D.A. Schoenholz Group Executrve--Chref 
Frnancral Offrcer (also the 
prrncrpal frnancral and 
accountrng offrcer) 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhrbrt 

No 

<C> 
3(r) 

3(ll) 

4(a) 

4 lb I 

(D.A. Schoenholz) 

15 

EXHIBIT INDEX 

Document Descrrptron 

<S> 
Restated Certrfrcate of Incorporatron of Household 
Internatronal, Inc. as amended (rncorporated by reference to 
Exhrbrt 3(r) of our Quarterly Report on Form 10-Q for the 
quarter ended June 30, 1998). 
Bylaws of Household Internatronal, Inc. as amended January 30, 
2 001. 
Rrghts Agreement dated as of July 9, 1996, between Household 
Internatronal, Inc. and Harrrs Trust and Savrngs Bank, as Rrghts 
Agent (rncorporated by reference to Exhrbrt 99.1 of our Current 
Report on Form 8-K dated July 9, 1996). 
Standard Multrple-Serres Indenture Provrsrons for Senror Debt 
Securrtres of Household Frnance Corporatron dated as of June 1, 
1992 (rncorporated by reference to Exhrbrt 4(b) to the 

<C> 
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4(cl 

4 ld I 

10.1 

10.2 
10.3 

10.4 

10.5 

10.6 

10.7 

10.8 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhrbrt 

No 

<C> 
10.9 

10.10 

10.11 

10.12 

10.13 

10.14 

Regrstratron Statement on Form S-3 of Household Frnance 
Corporatron, No. 33-48854 I. 
Indenture dated as of December 1, 1993 for Senror Debt 
Securrtres between Household Frnance Corporatron and The Chase 
Manhattan Bank (Natronal Assocratronl, as Trustee (rncorporated 
by reference to Exhrbrt 4(bl to the Regrstratron Statement on 
Form S-3 of Household Frnance Corporatron, No. 33-55561 frled on 
September 20, 1994 I. 
The prrncrpal amount of debt outstandrng under each other 
rnstrument defrnrng the rrghts of holders of our long-term 
senror and senror subordrnated debt does not exceed 10 percent 
of our total assets. Household agrees to furnrsh to the 
Securrtres and Exchange Commrssron, upon request, a copy of each 
rnstrument defrnrng the rrghts of holders of our long-term 
senror and senror subordrnated debt. 
Household Internatronal, Inc. 1998 Key Executrve Bonus Plan 
(rncorporated by ~eference to Exhrbrt 10.1 of our Quarterly 
Report on Form 10-Q for the quarter ended June 30, 19981. 
Household Internatronal, Inc. Corporate Executrve Bonus Plan. 
Household Internatronal, Inc. Long-Term Executrve Incentrve 
Compensatron Plan, as amended (rncorporated by reference to 
Exhrbrt 10.3 of our Annual Report on Form 10-K for the frscal 
year ended December 31, 19951. 
Forms of stock optron and restrrcted stock rrghts agreements 
under the Household Internatronal, Inc. Long-Term Executrve 
Incentrve Compensatron Plan (rncorporated by reference to 
Exhrbrt 10.4 of our Annual Report on Form 10-K for the frscal 
year ended December 31, 19951. 
Household Internatronal, Inc. 1996 Long-Term Executrve Incentrve 
Compensatron Plan, as amended. 
Forms of stock optron and restrrcted stock rrghts agreements 
under the Household Internatronal, Inc. 1996 Long-Term Executrve 
Incentrve Compensatron Plan. 
Household Internatronal, Inc. Deferred Fee Plan for Drrectors 
(rncorporated by ~eference to Exhrbrt 10.7 of our Annual Report 
on Form 10-K for the frscal year ended December 31, 19991. 
Household Internatronal, Inc. Deferred Phantom Stock Plan for 
Drrectors (rncorporated by reference to Exhrbrt 10.8 of our 
Annual Report on Form 10-K for the frscal year ended December 
31, 19991. 

16 

Document Descrrptron 

<S> 
Household Internatronal, Inc. Non-Qualrfred Deferred 
Compensatron Plan for Executrves, as amended (rncorporated by 
reference to Exhrbrt 10.9 of our Annual Report on Form 10-K for 
the frscal year ended December 31, 19981. 
Executrve Employment Agreement between Household Internatronal, 
Inc. and W. F. Aldrnger (rncorporated by reference to Exhrbrt 
10.10 of our Annual Report on Form 10-K for the frscal year 
ended December 31, 19981. 
Executrve Employment Agreement between Household Internatronal, 
Inc. and L. N. Bangs (rncorporated by reference to Exhrbrt 10.11 
of our Annual Report on Form 10-K for the frscal year ended 
December 31, 1998). 
Executlve Employment Agreement between HotLsehold Internatlonal, 

Inc. and G. D. Grlmer (rncorporated by reference to Exhrbrt 
10.12 of our Annual Report on Form 10-K for the frscal year 
ended December 31, 19981. 
Executrve Employment Agreement between Household Internatronal, 
Inc. and D. A. Schoenholz (rncorporated by reference to Exhrbrt 
10.13 of our Annual Report on Form 10-K for the frscal year 
ended December 31, 19981. 
Executrve Employment Agreement between Household Internatronal, 
Inc. and S. N. Mehta (rncorporated by reference to Exhrbrt 10.14 
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10.15 

10.16 

10.17 

10.18 

11 
12 

of our Annual Report on Form 10-K for the flscal year ended 
December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, 
Inc. and R. J. Fablano. 
Amended and Restated Supplemental Executlve Retlrement Plan for 
W. F. Aldlnger. 
Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan 
(lncorporated by ~eference to Exhlblt 4.4 of Beneflclal 
Corporatlon's Form S-8 flled on Aprll 23, 1996, Flle No. 
333-02737). 
Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock 
Optlon Plan (lnco~porated by reference to Exhlblt 4.2 of 
Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 
333-58291). 
Statement of Computatlon of Earnlngs per Share. 
Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges 
and to Comblned Flxed Charges and Preferred Stock Dlvldends. 

13 Materlal lncorporated by reference to Household Internatlonal, 
Inc.'s 2000 Annual Report to Shareholders. 

21 Llst of our subsldlarles. 
23 Consent of Arthur Andersen LLP, Certlfled Publlc Accountants. 
24 
99(a) 

99(b) 

</TABLE> 

<PAGE> 

Power of Attorney, lncluded on page 14 hereof. 
Annual Report on Form 11-K for the Household Internatlonal, Inc. 
Tax Reductlon Investment Plan (to be flled by amendment). 
Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant 
subsldlarles. 

17 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Household Internatlonal, Inc.: 

We have audlted ln acco~dance wlth audltlng standards generally accepted ln 
the Unlted States, the flnanclal statements lncluded ln Household 
Internatlonal, Inc.'s 2000 annual report to shareholders lncorporated by 
reference ln thls Form 10-K, and have lssued our report thereon dated January 
15, 2001. Our audlts were made for the purpose of formlng an oplnlon on those 
statements taken as a whole. The schedule llsted ln Item 14(d) lS the 
responslblllty of the company's management and lS presented for purposes of 
complylng wlth the Securltles and Exchange Commlsslon's rules and lS not part 
of the baslc flnanclal statements. Thls schedule has been subJected to the 
audltlng procedures applled ln the audlts of the baslc flnanclal statements 
and, ln our oplnlon, falrly states ln all materlal respects the flnanclal data 
requlred to be set forth thereln ln relatlon to the baslc flnanclal statements 
taken as a whole. 

Chlcago, Illlnols 
January 15, 2001 

<PAGE> 

<TABLE> 
<CAPTION> 

Arthur Andersen LLP 

F-1 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED STATEMENTS OF INCOME 
(In mllllons) 

SCHEDULE I 

Year ended December 31 

2000 1999 1998 

<S> <C> <C> <C> 
Equlty ln earnlngs of subsldlarles .................... $1,747.9 $1,521.4 $546.3 
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Other lncome ........... . 

Total lncome ....... . 

Expenses: 
Admlnlstratlve ....... . 
Interest ............. . 

Total expenses ..... . 

Income before lncome tax beneflt ..................... . 
Income tax benefl t ................................... . 

34.6 

1,782.5 

72.7 
61.3 

134 0 

1,648.5 
52.2 

32.5 

1,553.9 

62 8 
50.6 

113.4 

1,440.5 
45.9 

24.6 

570.9 

49.2 
45.2 

94 4 

476.5 
4 7 6 

Net lncome ......... . $1,700.7 $1,486.4 $524.1 

Total comprehenslve lncome ........................ $1,742.9 $1,374 6 $546.7 

</TABLE> 

See accompanylng note to condensed flnanclal statements. 

F-2 
<PAGE> 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

<TABLE> 
<CAPTION> 

<S> 
Assets 

Cash ................. . 

CONDENSED BALANCE SHEETS 
(In mllllons) 

Investments ln and advances to (from) subsldlarles ........ . 
Other as sets .............................................. . 

Total as sets ......... . 

Llabllltles and Shareholde~s' Equlty 
Commercl al paper .......................................... . 
Senlor debt (wlth orlglnal maturltles over one year) ...... . 

Total debt ........... . 
Other llabllltles .... . 

Total llablll tles ......................................... . 
Company obllgated mandatorlly redeemable preferred 
securltles of subsldlary trusts* ......................... . 

Preferred stock ........................................... . 
Common shareholders' equl ty ............................... . 

December 31 

2000 1999 

<C> 

$9,034.7 
604.9 

<C> 

$ 2.2 
7,400.7 

533.7 

$9,639.6 $7,936.6 

$ 2 92.3 
185.0 

--------

4 77.3 
371.7 

--------

849.0 

675.0 
164.4 

7,951.2 

$ 397.7 
185.6 

--------

583.3 
363.0 

--------

946.3 

375.0 
164.4 

6,450.9 

Total llabllltles and shareholders' equlty ................. $9,639.6 $7,936.6 

</TABLE> 

* The sole assets of the four trusts are Junlor Subordlnated Deferrable 
Interest Notes lssued by Household Internatlonal, Inc. ln June 2000, March 
1998, June 1996 and June 1995, bearlng lnterest at 10.00, 7.25, 8.70 and 
8.25 percent, respectlvely, wlth prlnclpal balances of $309.3, $206.2, 
$103.1 and $77.3 mllllon, respectlvely, and due June 30, 2030, December 31, 
2037, June 30, 2036 and June 30, 2025, respectlvely. 

See accompanylng note to condensed flnanclal statements. 
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F-3 
<PAGE> 

SCHEDULE I (contrnued) 

<TABLE> 
<CAPTION> 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED STATEMENTS OF CASH FLOWS 
(In mrllrons) 

Year ended December 31 

2000 1999 1998 

<S> <C> <C> <C> 
Cash provrded by (used rn) operatrons 

Net rncome ................................... $ 1,700.7 $ 1,486.4 $ 524.1 
AdJustments to reconcrle net rncome to net 

cash provrded by (used rn) operatrons: 
Equrty rn earnrngs of subsrdrarres ........ . 
Other operatrng actrvrtres ................ . 

Cash provided by (used in) operations ......... . 

Investment rn Operatrons 
Drvrdends from subsrdrarres ................. . 
Drvrdends from pooled affrlrate ............. . 
Investment rn and advances to (from) 
subsldlarles, net .......................... . 

Other rnvestrng actrvrtres .................. . 

Cash rncrease from rnvestment rn operatrons .... 

Frnancrng and Caprtal Transactrons 
Net change rn commercral paper and bank 

borrowrngs ................................. . 
Retrrement of senror debt ................... . 
Issuance of senror debt ..................... . 
Shareholders' drvrdends ..................... . 
Shareholders' drvrdends--pooled affrlrate ... . 
Issuance of company oblrgated mandatorrly 

redeemable preferred securrtres of 
subsrdrary trusts .......................... . 

Purchase of treasury stock .................. . 
Treasury stock actrvrty--pooled affrlrate ... . 
Issuance of common stock .................... . 
Redemptron of preferred stock ............... . 

Cash decrease from frnancrng and caprtal 
transactlons ................................. . 

Increase I decrease I rn cash ................... . 
Cash at January 1 ............................. . 

(1,747.9) 
(10.5) 

---------
I 57.7 I 

---------

648.0 

(282.5) 
I. 8 I 

---------
364.7 

---------

(105.4) 

I 358. 9 I 

300.0 
(209.3) 

64.4 

(309.2) 

I 2. 2 I 
2.2 

(1,521.4) 
I 11.6 I 

---------
I 4 6. 6 I 

---------

1,160.5 

8.7 
2.5 

---------
1,171.7 

---------

82.1 
(89.7) 
85.6 

(332.1) 

I 915. 9 I 

45.0 

(1,125.0) 

.1 
2.1 

(546.3) 
193.8 

--------

171. 6 
--------

1,067.3 
7 5. 4 

I 7 09. 3 I 
1.9 

--------

435.3 
--------

34.1 

(256.5) 
I 61. 8 I 

200.0 
I 412. o I 

I 11. 4 I 
. 8 

(100.1) 

I 606. 9 I 

2.1 

Cash at December 31 ............................ $ $ 2.2 $ 2.1 

</TABLE> 

See accompanyrng note to condensed frnancral statements. 

F-4 
<PAGE> 

SCHEDULE I (contrnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 
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NOTE TO CONDENSED FINANCIAL STATEMENTS OF REGISTRANT 

The condensed frnancral statements of Household Internatronal, Inc. have 
been prepared on a parent company unconsolrdated basrs. 

Under an agreement wrth the Offrce of Thrrft Supervrsron, Household wrll 
marntarn the caprtal of the Bank, at a level consrstent wrth certarn mrnrmum 
caprtal requrrements. 

Household recerved cash drvrdends from the Bank of $275 and $75 mrllron rn 
1999 and 1998, respectrvely. No drvrdends were recerved from the Bank rn 2000. 

Household has guaranteed payment of certarn long-term debt oblrgatrons of 
Household Frnancral Corporatron Lrmrted ("HFCL"), a Canadran subsrdrary. The 
amount of guaranteed debt outstandrng at HFCL on December 31, 2000 and 1999 
was $.3 and $.4 brllron, respectrvely. 

Household has also guaranteed payment of certarn debt oblrgatrons 
(excludrng certarn deposrts) of Household Internatronal (U.K.) Lrmrted 
("HIUK"). The amount of guaranteed debt outstandrng at HIUK on December 31, 
2000 and 1999 was approxrmately $2.2 and $2.7 brllron, respectrvely. 

</TEXT> 
</DOCUMENT> 
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<DESCRIPTION>BYLAWS OF HOUSEHOLD INTERNATIONAL 
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<PAGE> 

BYLAWS OF 

HOUSEHOLD INTERNATIONAL, INC. 

ARTICLE I. 

DEFINITIONS, PLACES OF MEETINGS. 

Page 1 of9 

Exhibit 3 ( ii) 

SECTION 1. Definitions. When used herein, "Board" shall mean the Board of 
Directors of this Corporation, and "Chairman" shall mean Chairman of the Board 
of Directors. 

SECTION 2. Places of Meetings of Stockholders and Directors. Unless the 
Board shall fix another place for the holding of the meeting, meetings of 
stockholders and of the Board shall be held at the Corporation's International 
Headquarters, Prospect Heights, Cook County, Illinois, or at such other place in 
Cook County specified by the person or persons calling the meeting. 

ARTICLE II. 

STOCKHOLDERS MEETINGS. 

SECTION 1. Annual Meeting of Stockholders. The annual meeting of 
stockholders shall be held on such date and at such time as is fixed by the 
Board. Any previously scheduled annual meeting of stockholders may be postponed 
by resolution of the Board of Directors upon public announcement given prior to 
the date previously scheduled for such annual meeting of stockholders. 

SECTION 2. Special Meetings. 

CALL. Special meetings of the stockholders may be called at any time 
by the President, Chief Executive Officer or a majority of the Board of 
Directors. Any previously scheduled special meeting of stockholders may be 
postponed by resolution of the Board of Directors upon public announcement given 
prior to the date previously scheduled for such special meeting of stockholders. 

REQUISITES OF CALL. A call for a special meeting of stockholders shall 
be in writing, filed with the Secretary, and shall specify the time and place of 
holding such meeting and the purpose or purposes for which it is called. 

-2-
<PAGE> 

SECTION 3. Notice of Meetings. Written notice of a meeting of stockholders 
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setting forth the place, date, and hour of the meeting and the purpose or 
purposes for which the meeting is called shall be mailed not less than ten nor 
more than sixty days before the date of the meeting to each stockholder entitled 
to vote at the meeting. 

SECTION 4. Quorum and Adjournments. At any meeting of stockholders, the 
holders of a majority of all the outstanding shares entitled to vote, present in 
person or by proxy, shall constitute a quorum for the transaction of business, 
and a majority of such quorum shall prevail except as otherwise required by law, 
the Certificate of Incorporation, or the bylaws. 

If the stockholders necessary for a quorum shall fail to be present at the 
time and place fixed for any meeting, the holders of a majority of the shares 
entitled to vote who are present in person or by proxy may adjourn the meeting 
from time to time, until a quorum is present, provided, however, that any 
stockholders' meeting, annual or special, whether or not a quorum is present, 
may be adjourned from time to time by the Chairman of the meeting. At any 
adjourned meeting, any business may be transacted which might have been 
transacted at the original meeting. 

SECTION 5. Inspectors of Election. The Corporation shall, in advance of any 
meeting of stockholders, appoint one or more inspectors to act at the meeting 
and make a written report thereof. The Corporation may designate one or more 
persons as alternate inspectors to replace any inspector who fails to act. If no 
inspector or alternate is able to act at a meeting of stockholders, the person 
presiding at the meeting shall appoint one or more inspectors to act at the 
meeting. Each inspector, before entering upon the discharge of his duties, shall 
take and sign an oath faithfully to execute the duties of inspector with strict 
impartiality and according to the best of his ability. 

The inspectors shall (i) ascertain the number of shares outstanding and the 
voting power of each, (ii) determine the shares represented at a meeting and the 
validity of proxies and ballots, (iii) count all votes and ballots, ( i v) 
determine and retain for a reasonable period a record of the disposition of any 
challenges made to any determination by the inspectors, and (v) certify their 
determination of the number of shares represented at the meeting, and their 
count of all votes and ballots. The inspectors may appoint or retain other 
persons or entities to assist the inspectors in the performance of the duties of 
the inspectors. 

SECTION 6. List of Stockholders. The Secretary shall prepare, at least ten 
days before every meeting of stockholders, a complete list of the stockholders 
entitled to vote at the 

-3-
<PAGE> 

meeting, arranged in alphabetical order, and showing the address of each 
stockholder and the number of shares registered in the name of each stockholder. 
Such list shall be open to the examination of any stockholder, for any purpose 
germane to the meeting, during ordinary business hours, for a period of at least 
ten days prior to the meeting, either at a place within the city where the 
meeting is to be held, which place shall be specified in the notice of the 
meeting, or, if not so specified, at the place where the meeting is to be held. 
The list shall be produced and kept at the time and place of the meeting during 
the whole time thereof and may be inspected by any stockholder present. 

SECTION 7. Polls. The date and time of the opening and the closing of the 
polls for each matter upon which the stockholders will vote at a meeting shall 
be announced at the meeting. No ballot, proxies or votes, nor any revocations 
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thereof or changes thereto, shall be accepted by the inspectors after the 
closing of the polls unless the Court of Chancery of the State of Delaware upon 
application by a stockholder shall determine otherwise. 

SECTION 8. Nomination and Stockholder Business. 

(A) Annual Meetings of Stockholders. (1) Nominations of persons for 
election to the Board of Directors of the Corporation and the proposal of 
business to be considered by the stockholders may be made (a) by or at the 
direction of the Board of Directors pursuant to the Corporation's proxy 
statement or notice of meeting or at the annual meeting of stockholders, or (b) 
other than as permitted by Rule 14a-8 of the Securities Exchange Act of 1934, as 
amended (the "Exchange Act"), by any stockholder of the Corporation at the 
annual meeting of stockholders, provided such stockholder is entitled to vote at 
the meeting, has complied with the notice and the other procedures set forth in 
this Section 8, and was a stockholder of record at the time of giving of notice 
provided for in this Section 8. 

(2) For proposed nominees or other business to be properly brought 
before an annual meeting by a stockholder pursuant to clause (b) of paragraph 
(A) (1) of this Section 8, the stockholder must have given timely notice thereof 
in writing to the Secretary of the Corporation. To be timely, a stockholder's 
notice shall be delivered to the Secretary at the principal executive offices of 
the Corporation not less than 120 days nor more than 150 days prior to the first 
anniversary of the preceding year's annual meeting; provided, however, that in 
the event that the date of the annual meeting is advanced by more than 30 days 
or delayed by more than 60 days from such anniversary date, notice by the 
stockholder to be timely must be so delivered not earlier than the 150th day 
prior to such annual meeting and not later than the close of business on the 
later of the 120th day prior to such annual meeting or the lOth day 

-4-
<PAGE> 

following the day on which public announcement of the date of such meeting is 
first made. Such stockholder's notice shall set forth (a) as to each person whom 
the stockholder proposes to nominate at the annual meeting for election or 
reelection as a director all information relating to such person that is 
required to be disclosed in solicitations of proxies for election of directors, 
or is otherwise required, in each case pursuant to Regulation 14A under the 
Exchange Act (including such person's written consent to serving as a director 
if elected) . Any individual proposed to be nominated to the Board of Directors 
by a stockholder pursuant to this procedure shall only become a nominee for 
election to the Board of Directors if the stockholder who has provided the 
notice, or his proxy, presents such individual as a nominee at the annual 
meeting; (b) as to any other business that the stockholder proposes to bring 
before the meeting, a brief description of the business desired to be brought 
before the meeting, the reasons for conducting such business at the meeting and 
any material interest in such business of such stockholder and the beneficial 
owner, if any, on whose behalf the proposal is made; and (c) as to the 
stockholder giving the notice and the beneficial owner, if any, on whose behalf 
the nomination or proposal is made (i) the name and address of such stockholder, 
as it appears on the Corporation's books, and of such beneficial owner and (ii) 
the class and number of shares of the Corporation which are owned beneficially 
and of record by such stockholder and such beneficial owner. 

(3) Notwithstanding anything in the second sentence of paragraph 
(A) (2) of this Section 8 to the contrary, in the event that the number of 
directors to be elected to the Board of Directors of the Corporation is 
increased and there is no public announcement naming all of the nominees for 
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Director or specifying the size of the increased Board of Directors made by the 
Corporation at least 70 days prior to the first anniversary of the preceding 
year's annual meeting, a stockholder's notice required by this Section 8 shall 
also be considered timely, but only with respect to proposed nominees for any 
new positions created by such increase, if it shall be delivered to the 
Secretary at the principal executive offices of the Corporation not later than 
the close of business on the lOth day following the day on which such public 
announcement is first made by the Corporation. 

(B) Special Meetings of Stockholders. Only such business shall be 
conducted at a special meeting of stockholders as shall have been brought before 
the meeting pursuant to the Corporation's proxy statement or notice of meeting. 
Nominations of persons for election to the Board of Directors at a special 
meeting of stockholders at which directors are to be elected may be made (a) by 
or at the direction of the Board of Directors pursuant to the Corporation's 
proxy statement or notice of meeting or at the meeting, or (b) at the meeting by 
any 

-5-
<PAGE> 

stockholder of the Corporation who is a stockholder of record at the time of 
giving of notice provided for in this paragraph (B) of Section 8, who shall be 
entitled to vote at the meeting and who complies with the procedures set forth 
in clause (a) of paragraph (A) (2) of of this Section 8. Stockholder's notice 
required by this paragraph (B) of this Section 8 shall be delivered to the 
Secretary at the principal executive offices of the Corporation not earlier than 
the 150th day prior to such special meeting and not later than the close of 
business on the later of the 120th day prior to such special meeting or the lOth 
day following the day on which public announcement is first made of the date of 
the special meeting and of the nominees proposed by the Board of Directors to be 
elected at such meeting. 

(C) General. (1) Only such persons who are nominated in accordance with 
the procedures set forth in this Section 8 shall be eligible to serve as 
directors and only such business shall be conducted at a meeting of stockholders 
as shall have been brought before the meeting in accordance with the procedures 
set forth in this Section 8. The Chairman of the meeting shall have the power 
and duty to determine whether a nomination or any business proposed to be 
brought before the meeting was made in accordance with the procedures set forth 
in this Section 8 and, if any proposed nomination or business is not in 
compliance with this Section 8, to declare that such defective nomination or 
proposal shall be disregarded. 

(2) For purposes of this Article II, "public announcement" shall mean 
disclosure in a press release reported by the Dow Jones News Service, Associated 
Press or comparable national news service or in a document publicly filed by the 
Corporation with the Securities and Exchange Commission pursuant to Sections 13, 
14 or 15(d) of the Exchange Act. 

(3) Notwithstanding anything set forth herein to the contrary, any 
stockholder may submit a notice delivered to the Secretary at the principal 
executive offices of the Corporation containing names of individuals for the 
Board of Directors to consider as potential nominees to the Board of Directors 
at the next meeting of stockholders called for the purpose of electing 
directors. In connection with such notice, the stockholder shall provide the 
information required in clause (a) of paragraph (A) (2) of this Section 8, 
including, the written consent of each individual to be named in the 
Corporation's proxy statement or notice of meeting if the Board of Directors, in 
its sole discretion, determines to nominate such individual. Any such notice 
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provided by a stockholder must be timely received by the Corporation to enable 
the Board of Directors to review the qualifications of any person to be 
considered for a nomination. For purposes hereof, the notice shall be deemed 
timely if it is delivered to the Secretary of the Corporation within the time 
periods required for notices of stockholder proposals as set 

-6-

<PAGE> 

forth in Rule 14a-8 of the Exchange Act. 

(4) Nothing in this Section 8 shall be deemed to affect any rights of 
stockholders to request inclusion of proposals in the Corporation's proxy 
statement or notice of meeting pursuant to Rule 14a-8 of the Exchange Act. 

(5) Notwithstanding the foregoing provisions of this Section 8, a 
stockholder shall also comply with all applicable requirements of the Exchange 
Act and the rules and regulations thereunder with respect to the matters set 
forth in this Section 8. 

ARTICLE III. 

BOARD OF DIRECTORS. 

SECTION 1. General Powers. The business and affairs of this Corporation 
shall be managed under the direction of the Board. 

NUMBER. The number of directors shall be fixed from time to time by 
resolution of the Board. 

TENURE. The directors shall be elected at the annual meeting of 
stockholders. Each director shall hold office until his successor is elected and 
qualified or until his earlier resignation or removal. 

VACANCIES. Vacancies and newly created directorships resulting from 
any increase in the authorized number of directors may be filled by a majority 
of the directors then in office though less than a quorum. 

SECTION 2. Annual Meetings of the Board. The annual meeting of the Board 
shall be held following the annual meeting of stockholders and shall be a 
meeting of the directors elected at such meeting of stockholders. No notice 
shall be required. 

SECTION 3. Regular Meetings of the Board. Regular meetings of the Board 
shall be held at such times and places as the Board may fix. No notice shall be 
required. 

SECTION 4. Special Meetings of the Board. Special meetings of the Board 
shall be held whenever called by the President, Chief Executive Officer, or any 
four or more directors. At least twenty-four hours written or oral notice of 
each special meeting shall be given to each director. If mailed, notice must be 
deposited in the United States mail at least seventy-two hours before the 
meeting. 

-7-
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SECTION 5. Quorum. A majority of the members of the Board if the total 
number is odd or one-half thereof if the total number is even shall constitute a 
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quorum for the transaction of business, but if at any meeting of the Board there 
is less than a quorum the majority of those present may adjourn the meeting from 
time to time until a quorum is present. At any such adjourned meeting, a quorum 
being present, any business may be transacted which might have been transacted 
at the original meeting. 

Except as otherwise provided by law, the Certificate of Incorporation, or 
the bylaws, all actions of the Board shall be decided by vote of a majority of 
those present. 

SECTION 6. Committees. The Board may, by resolution passed by a majority of 
the entire Board, designate one or more committees of directors which to the 
extent provided in the resolution shall have and may exercise powers and 
authority of the Board in the management of the business and affairs of the 
Corporation. 

SECTION 7. Action Without a Meeting. Any action required or permitted to 
be taken at any meeting of the Board or of any committee thereof may be taken 
without a meeting if all the members of the Board or committee, as the case may 
be, consent thereto in writing, and the writing or writings are filed with the 
minutes of proceedings of the Board or committee. 

ARTICLE IV. 

OFFICERS. 

SECTION 1. Officers. The Policy Making Officers of the Corporation shall 
be appointed by the Board of Directors. The Board of Directors shall also 
appoint General Officers to manage the day-to-day business functions of the 
Corporation. Policy Making Officers shall have the authority to appoint other 
Assistant Officers to assist in the ministerial aspects of their area of 
responsibilities. 

The Policy Making Officers of the Corporation shall be the Chairman of the 
Board, the Chief Executive Officer, the Chief Operating Officer (if any), the 
Chief Financial Officer (if any), the President (if any), any Vice Chairman (if 
any), any Executive Vice President, Group Executive or Senior Vice President (if 
any), and the General Counsel. The General Officers of the Corporation shall be 
any Vice President, any Managing Director, the Controller (if any), the 
Treasurer (if any), and the Secretary. Any person holding the title of Chairman 
or President shall be a director of the Corporation. 

-8-
<PAGE> 

The Board may from time to time designate, employ, or appoint such other 
officers and assistant officers, agents, employees, counsel, and attorneys at 
law or in fact as it shall deem desirable for such periods and on such terms as 
it may deem advisable, and such persons shall have such titles, only such power 
and authority, and perform such duties as the Board may determine. 

SECTION 2. Duties of Chairman of the Board. The Chairman shall sign and 
issue, jointly with the President (if any), all reports to the stockholders and 
shall preside at all meetings of stockholders and of the Board. He shall, in 
general, perform duties incident to the office of Chairman as may be prescribed 
by the Board. 

SECTION 3. Duties of Chief Executive Officer. At each annual meeting of 
the Board, or other meeting at which Policy Making Officers are or may be 
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elected, the Board shall designate the Chairman or the President (if any) as the 
Chief Executive Officer of the Corporation. The Chief Executive Officer shall 
have general authority over all matters relating to the business and affairs of 
the Corporation subject to the control and direction of the Board. In the 
absence or inability of the Chief Executive Officer to act, the Chair of the 
Executive Committee of the Board shall perform the duties of the Chief Executive 
Officer. 

SECTION 4. Duties of President. The President, if one is appointed by the 
Board, shall, in general, perform all duties incident to the office of President 
and shall perform such other duties as may be prescribed by the Board. In the 
absence or inability of the Chairman, or the Chair of the Executive Committee in 
accordance with Section 3 above, to act, the President shall perform the duties 
of the Chairman and the Chief Executive Officer. 

SECTION 5. Duties of a Vice Chairman. A Vice Chairman, if one is appointed 
by the Board, shall, in general, perform all duties incident to the office of a 
Vice Chairman and shall perform such other duties as may be prescribed by the 
Board. In the absence or inability of the President or the Chair of the 
Executive Committee to act as the Chief Executive Officer in accordance with 
Sections 3 and 4 above, the most senior Vice Chairman, as designated by the 
Chairman, shall perform the duties of the Chief Executive Officer and Chairman 
for such time period as required. 

SECTION 6. Duties of Executive Vice Presidents, Group Executives and Senior 
Vice Presidents. Each Executive Vice President, Group Executive and Senior Vice 
President shall have such powers and perform such duties as may be prescribed by 
the Chief Executive Officer of the Corporation or the Board. The 

-9-
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order of seniority, if any, among the Executive Vice Presidents, Group 
Executives and Senior Vice Presidents shall be as designated from time to time 
by the Chief Executive Officer of the Corporation. In the absence or inability 
of any Vice Chairman to act as the Chief Executive Officer as may be required in 
accordance with Section 5 above, the senior of the Executive Vice Presidents, 
Group Executives and Senior Vice Presidents, if one has been so designated, 
shall perform the duties of the Chief Executive Officer and Chairman for such 
time period as required. 

SECTION 7. Duties of Secretary. The Secretary shall record the proceedings 
of meetings of the stockholders and directors, give notices of meetings, and 
shall, in general, perform all duties incident to the office of Secretary and 
such other duties as may be prescribed by the Board. 

SECTION 8. Duties of Treasurer. The Treasurer shall have custody of all 
funds, securities, evidences of indebtedness, and other similar property of the 
Corporation, and shall, in general, perform all duties incident to the office of 
Treasurer and such other duties as may be prescribed by the Board. 

ARTICLE V. 

MISCELLANEOUS PROVISIONS. 

SECTION 1. Waiver of Notice. Whenever notice is required to be given, a 
written waiver thereof signed by the person entitled to notice, whether before 
or after the time stated therein, shall be deemed equivalent to notice. 
Attendance of a person at a meeting shall constitute a waiver of notice of such 
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meeting, except when the person attends a meeting for the express purpose of 
objecting, at the beginning of the meeting, to the transaction of any business 
because the meeting is not lawfully called or convened. 

SECTION 2. Record Date. In order that the Corporation may determine the 
stockholders entitled to notice of or to vote at any meeting of stockholders or 
any adjournment thereof, or entitled to receive payment of any dividend or other 
distribution or allotment of any rights, or entitled to exercise any rights in 
respect of any change, conversion or exchange of stock or for the purpose of any 
other lawful action, the Board may fix, in advance, a record date, which shall 
not be more than sixty nor less than ten days before the date of such meeting, 
nor more than sixty days prior to any other action; except that the 
establishment of a record date for determination of stockholders entitled to 
express consent to corporate action in writing without a meeting shall be 
established pursuant to Article VII of the bylaws. 

-10-
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ARTICLE VI. 

EMERGENCY BYLAWS. 

SECTION 1. When Operative. Notwithstanding any different provision in the 
preceding Articles of the bylaws or in the Certificate of Incorporation, the 
emergency bylaws provided in this Article VI shall be operative during any 
emergency resulting from an attack on the United States or on a locality in 
which the Corporation conducts its business or customarily holds meetings of its 
Board or its stockholders, or during any nuclear or atomic disaster, or during 
the existence of any catastrophe, or other similar emergency condition, as a 
result of which a quorum of the Board or a standing committee thereof cannot 
readily be convened for action. 

SECTION 2. Board Meetings. During any such emergency, a meeting of the 
Board may be called by any director or, if necessary, by any officer who is not 
a director. The meeting shall be held at such time and place, within or without 
Cook County, Illinois, specified by the person calling the meeting and in the 
notice of the meeting which shall be given to such of the directors as it may be 
feasible to reach at the time and by such means as may be feasible at the time, 
including publication or radio. Such advance notice shall be given as, in the 
judgment of the person calling the meeting, circumstances permit. Two directors 
shall constitute a quorum for the transaction of business. To the extent 
required to constitute a quorum at the meeting, the officers present shall be 
deemed, in order of rank and within the same rank in order of seniority, 
directors for the meeting. 

SECTION 3. Amendments to Emergency Bylaws. These emergency bylaws may be 
amended, either before or during any emergency, to make any further or different 
provision that may be practical and necessary for the circumstances of the 
emergency. 

ARTICLE VII. 

CONSENTS TO CORPORATE ACTION. 

SECTION 1. Action by Written Consent. Unless otherwise provided in the 
Certificate of Incorporation, any action which is required to be or may be taken 
at any annual or special meeting of stockholders of the Corporation, subject to 
the provisions of Sections (2) and (3) of this Article VII, may be taken without 
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a meeting, without prior notice and without a vote if a consent in writing, 
setting forth the action so taken, shall have been signed by the holders of 
outstanding stock having not less than the minimum number of votes that would be 
necessary to authorize 

-11-
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or to take such action at a meeting at which all shares entitled to vote thereon 
were present and voted; provided, however, that prompt notice of the taking of 
the corporate action without a meeting and by less than unanimous written 
consent shall be given to those stockholders who have not consented in writing. 

SECTION 2. Determination of Record Date for Action by Written Consent. The 
record date for determining stockholders entitled to express consent to 
corporate action in writing without a meeting shall be fixed by the Board of 
Directors of the Corporation. Any stockholder seeking to have the stockholders 
authorize or take corporate action by written consent without a meeting shall, 
by written notice to the Secretary, request the Board of Directors to fix a 
record date. Upon receipt of such a request, the Secretary shall, as promptly as 
practicable, call a special meeting of the Board of Directors to be held as 
promptly as practicable. At such meeting, the Board of Directors shall fix a 
record date as provided in Section 213(b) (or its successor provision) of the 
Delaware General Corporation Law; that record date, however, shall not be more 
than 10 days after the date upon which the resolution fixing the record date is 
adopted by the Board nor more than 15 days from the date of the receipt of the 
stockholder's request. Notice of the record date shall be published in 
accordance with the rules and policies of any stock exchange on which securities 
of the Corporation are then listed. Should the Board fail to fix a record date 
as provided for in this Section 2, then the record date shall be the day on 
which the first written consent is duly delivered pursuant to Section 213(b) (or 
its successor provision) of the Delaware General Corporation Law, or, if prior 
action is required by the Board with respect to such matter, the record date 
shall be at the close of business on the day on which the Board adopts the 
resolution taking such action. 

SECTION 3. Procedures for Written Consent. In the event of the delivery to 
the Corporation of a written consent or consents purporting to represent the 
requisite voting power to authorize or take corporate action and/or related 
revocations, the Secretary of the Corporation shall provide for the safekeeping 
of such consents and revocations and shall promptly engage nationally recognized 
independent inspectors of elections for the purpose of promptly performing a 
ministerial review of the validity of the consents and revocations. No action 
by written consent without a meeting shall be effective until such inspectors 
have completed their review, determined that the requisite number of valid and 
unrevoked consents has been obtained to authorize or take the action specified 
in the consents, and certified such determination for entry in the records of 
the Corporation kept for the purpose of recording the proceedings of meetings of 
stockholders. 
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EXHIBIT 10.2 

The Household International Executive Bonus Plan is a short-term, annual 
incentive plan. The purpose of the annual bonus is to place a significant part 
of pay at risk and reward executives for the achievements of individual, 
business unit and corporate financial and operational goals. Performance goals 
and award opportunities will be communicated to plan participants at the 
beginning of each calendar year. 

Participation 

Participation in the Plan will be restricted to key line and staff executives. 
For purposes of the Plan, participants will be divided into groups. (See 
attached list) . 

Any changes in the group of executives participating in the Plan will be made by 
the Chief Executive Officer, subject to the approval of the Compensation 
Committee in the case of any participant whose base salary must be determined by 
the Committee. 

Level of Awards 

The corporate measurement of performance is company-wide earnings per share, 
return on equity, core receivables growth, revenue growth, equity to managed 
assets ratio and products per customer ratio. Household's performance will be 
measured against pre-established minimum, target and maximum levels. 

Individual performance is also measured and the percentage attributed to any 
particular performance objective varies by executive and may change from year
to-year as circumstances warrant. Management may reduce bonus awards in light 
of overall business conditions or other exceptional circumstances. 
<PAGE> 

Target/Maximum Awards 

Target awards will be paid for fully satisfactory financial and individual 
performance in a given year. The target award percentage for each group will 
approximate the guideline percentage shown below of the executive's base salary 
at the end of the plan year. 
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Guideline % of Annual Base Salary Determined by 

Group Target Bonus Maximum Bonus 

A 100% 200% 
B 100% 125% 
c 75% 150% 
D 75% 125% 
E $62,500 $125,000 
F 50% 100% 
G $50,000 $100,000 
H 40% 80% 
I $40,000 $ 80,000 
J 40% 60% 
K $37,500 $ 93,750 
L 30% 60% 
M 30% 50% 
N 25% 50% 
0 $25,000 $ 50,000 
p 20% 50% 
Q 20% 40% 
R 20% 30% 

Detailed information relating to the assignment and weighing of goals is 
available by individual and is maintained by the business unit and/or 
corporate. 

Determination of Awards 

A. Financial Performance Awards 

A portion of each executive's annual bonus will be determined by meeting 
specific financial performance objectives. An award will be paid out if 
achieved results are at the pre-established minimum, target or maximum 
financial results levels. 

B. Individual Performance Awards 

Early in each plan year, goals for individual performance for that year 
will be established for each participant. The goals should require the 
level of performance that is expected of a 

2 
<PAGE> 

fully satisfactory incumbent and must be agreed to by the immediate 
superior. The Compensation Committee of the Board of Directors must approve 
the goals for those executives whose salaries are determined by the 
Committee. These goals will be the primary criteria for measuring 
individual performance and determining the individual performance portion 
of the bonus for that year. 

The Chief Executive Officer will recommend the awards for participants 
whose salaries are determined by the Compensation Committee of the Board of 
Directors. The Compensation Committee will then determine the awards for 
all such participants. 

The Chief Executive Officer will determine the awards for all participants 
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whose salaries are not determined by the Compensation Committee. The CEO's 
direct reports, in consultation with their appropriate subordinates, will 
recommend to the Chief Executive Officer the awards for all other 
participants. 

Payment of Awards 

Awards will be paid as soon as practical at the end of the plan period, subject 
to all required tax withholdings. Awards may be paid in cash, shares of 
Household common stock, or some combination thereof. Neither eligible 
participation in the plan, nor award payments thereunder shall guarantee an 
employee, any right to continued employment. The plan does not give any 
employee right or claim to an award under the program. Management reserves the 
right to change or discontinue the plan at any time. 

Administrative Matters 

A. Promotions/New Plan Participants 

Normally awards will be pro-rated according to the portion of the plan year 
that an incumbent is eligible for the bonus. 

B. Effect on Benefits 

Payments made under this plan shall be included in an employee's income for 
purposes of determining pension benefits, life insurance, long-term 
disability, and participation in the TRIP plan. 

C. Termination of Employment 

Normally awards will be pro-rated in the case of death, permanent and total 
disability, or retirement under one of the Corporation's pension plans 
during a plan year. If a participant terminates employment for any other 
reason prior to the last working day of a plan year, he will normally 
forfeit any right to an award for the plan year. 

3 
<PAGE> 

The Goal Setting Process 

Before the beginning of the plan year, the manager and subordinate will meet in 
a goal setting session. The purpose of the session is to discuss areas where 
goals will be established and agree on their priority and establish the number 
of points that will be earned based upon various levels of achievement during 
the plan period. 

Preparation for the Goal Setting Meeting 

To prepare for the goal setting session with the bonus eligible subordinate, the 
manager should have a clear idea of function or department goals and objectives 
for the plan year, priorities for the subordinate's 
four possible objectives to suggest as appropriate. 
manager's role will be to direct the discussion and 
jointly understood. 

unit or area, and three or 
During the session, the 

ensure that its results are 

The subordinate will prepare for the session by establishing a list of 
priorities for the unit or area during the plan year, and developing four to 
eight potential goals for discussion. The subordinate's role during the session 
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will be to actively discuss goals and expected levels of achievement with the 
manager. This is to ensure that the final agreement is realistic and achievable 
and that there is a clear understanding of expected performance and the amount 
of bonus associated with various levels of achievement. 

Guidelines for Setting Goals 

For the purpose of establishing goals for the plan year, the following criteria 
should apply: 

Goals should be consistent and supportive of goals reflected in the 
Company's strategic business plans. 

Goals should be primarily job or task oriented. They must be realistic and 
achievable yet challenging with built in "stretch" to test individual 
capabilities. They should clearly specify action, tasks or results to be 
accomplished as well as a clear understanding of how the accomplishment 
will be evaluated. 

Goals must be understood and agreed to by both the manager and the 
subordinate. 

Setting goals for staff positions is somewhat more difficult than for line-type 
positions because staff performance is usually not measured numerically and 
rarely lends itself to quantitative measurement. Staff responsibilities tend to 
be contributory, interpretive and are more easily measured qualitatively. 
Frequently, the goals may include completion of specific projects. Non
quantitative goals should clearly state the criteria that will be used for 
evaluating successful achievement. 

The results of the goal setting process will be documented in the format of the 
Executive Bonus Plan Goal Setting Form and approved by the appropriate level of 
management. 

<PAGE> 

GROUP/TITLE 

Group A - 100%/200% 

Director Personal Bank 
Group Director-Business Development 
Managing Director CEO HAF 
Managing Director, HFCPS 
Managing Director-HFS 

4 

Managing Director, Consumer Finance Sales 
Regional General Manager 

Group B - 100%/125% 

National Sales Director 

Group C - 75%/150% 

Managing Director-CEO HRS USA 
Managing Director-Operations 
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Group D - 75%/125% 

Managing Director-Canada 

GroupE - $62,500/$125,000 

VP-Collections 

Group F - 50%/100% 

Chief Credit Officer 
Director-Sales HH Direct 
Division General Manager 
Group Director of Sales - HIG 
Group Director-Business Development & Marketing 
Managing Director - Commercial Finance 
Managing Director-HTMI 
Managing Director Equipment Finance 
National Director, Sales Finance 
National Director-Business Development & Client Relations 
President - Decision One 
Senior VP - Credit 
Senior VP - Finance 
Senior VP Systems 
Senior VP-Loan Production 
Senior VP-Operations 
VP- Lending 
VP-Marketing 
VP-Secondary Marketing & Acquisitions 

Group G- $50,000/$100,000 

VP, Wholesale Servicing 

Group H - 40%/80% 

Group Director Sales & Telemarketing 
Managing Director-Controller HI 
VP-Corporate Finance 
VP-Treasurer 

<PAGE> 

Group I - $40,000/$80,000 

Director, Collections 
VP - Flow Business 

Group J - 40%/60% 

Assistant General Counsel-Litigation 
Chief Financial & Credit Policy Officer 
Chief Financial Officer-HAF 
Chief Financial Officer-HFC 
Chief Credit Officer (Group Director) 
Deputy Managing Director-COO (HRS) 
Group Director Asset Management 
Group Director Risk Management 

5 
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Group Director, Operations RCS 
Group Director-Collections 
Household Direct 
Managing Director - HIG 
Managing Director/CFO 
Managing Director of Marketing (HCS) 
Managing Director Credit Policy & Risk Control 
Managing Director-Operations 
Managing Director-Networked Systems 
Managing Director-Strategic Initiatives 
National Director-Financial Control 
National Director-Portfolio Management 
Senior Vice President & CFO 
VP Data Center Operations 
VP Portfolio Management 
VP-Applications Systems 
VP-Corporate Law & Assistant Secretary 
VP-Credit Policy 
VP-Government Relations 
VP-Human Resources (HFC) 
VP-Investor Relations 
VP-Money & Capital Markets 
VP-Taxes 

Group K - $37,500/$93,750 

Assistant to the Group Executive 

Group L - 30%/60% 

Regional Director - Sales 

Group M - 30%/50% 

Assistant Controller 
Assistant General Counsel-Employee Relations 
Chief Financial Officer-UK 
Director Sales Support/MIS 
Director Asset Backed Financing 
Director of Operations UK 
Director/Special Project Consultant 
Director-Fraud/Operations 
Director-Processing Services-Canada 

<PAGE> 

Group M - 30%/50% (continued) 

6 

Group Director-Customer Relations Management 
Group Director-HCS Marketing 
Group Director-Risk Control 
Group General Counsel 
Group Director-Information Management 
National Director-Credit Policy, Pricing ,Profitability 
National Director-Customer Service 
VP-Audit 
VP-Items Processing 
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VP-Portfolio Management 
VP-Specialty Finance 

Group N - 25%/50% 

Director Acquisitions & Relations Management 
Director-Credit Policy Administration 
Director-Credit Policy (#1) 
Group Director-Client Services & Collections 

Group 0- $25,000/$50,000 

Director-Wholesale Acquisition 

Group P - 20%/50% 

Director, REN Risk Control 

Group Q - 20%/40% 

Chief Financial Officer/Direct 
Controller 
Controller-HH Direct 
Director-ALM 
Director-Credit Operations 
Director-Credit Policy (#2) 
Director-Customer Management Strategy 
Director-Marketing 
Director-Project Control 
Director-Strategy & Development 
General Counsel 

Group Q - 20%/40% (continued) 

Group Director Marketing Strategy 
Group Director - Marketing 
VP Data Architecture & System 
VP Human Resources 
VP-Benefits & Policy 
VP-Chief Financial Officer-HTS 
VP-Compensation & HR Administration 
VP-Facilities Management 
VP-Finance-Specialty Finance HFC 
VP-Networked Systems 
VP-Service Delivery 
VP-Training & Development & Communications 

<PAGE> 

Group R - 20%/30% 

Actuarial Director 
Controller-HCS 
Controller-HRSI 

7 

Director Information & Decision Analysis 
Director Reconciliation & Financial Information Systems 
Director Government. Relations & Regulatory Issues 
Director-Business Analysis HCS 
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Director-Business Unit Accounting 
Director-Communications & Distributed Services 
Director-Compliance Administration 
Director-Data Center Operations 
Director Cash Operations 
Director, Corporate & Treasury Accounting 
Director/Special Project Consultant 
Director-ALG Systems & Loan Processes 
Director-Business Systems 
Director-Business Treasury 
Director-Corporate Purchasing 
Director-Customer Relations 
Director-Customer Service 
Director-Federal Tax Audit 
Director-HCS Marketing 
Director-Investor Relations 
Director-Item Processing 
Director-Operations Services 
Director-Regulatory Reporting 
Director-Tax Planning & Tax Counsel 
Director-Telephone Services 
Director-Federal & State Tax Compliance 
Director-HFC Policy & Compliance Support 
Director-Information Technology 
Director-Insurance Taxation & Counsel 
Director-Inter-corporate Risk & Compliance 
Director-Operations Support 

Group R - 20%/30% (continued) 

Group Director-Credit Operations 
Group Director-Customer Service 
Group Director-Profitability 
VP Property Management 
VP, Technical Services 
VP-Finance & Administration 
VP-Financial Control 
VP-HFC Operation Support 
VP-Insurance & Risk Finance 
VP-Sales & Marketing 

</TEXT> 
</DOCUMENT> 
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1. Purpose 

HOUSEHOLD INTERNATIONAL 
1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

(as amended November 13, 2000) 

Page 1 of 13 

Exhibit 10.5 

The purpose of the Household International 1996 Long-Term Executive 
Incentive Compensation Plan (the "Plan") is to further the long-term growth of 
Household International, Inc. and its subsidiaries ("Household") by 
strengthening the ability of Household to attract and retain employees of 
outstanding ability, to provide an effective means for employees to acquire and 
maintain ownership of Household Common Stock, to motivate such employees to 
achieve long-range performance goals and objectives, and to provide incentive 
compensation opportunities competitive with those of other major corporations. 
Household senior executives, in particular, are charged with enhancing 
shareholder value and except under extraordinary circumstances, will only 
receive options under this Plan. The options, if granted, to Household senior 
executives will comprise a significant portion of their total annual 
compensation. In addition, the Plan provides for the issuance of options to 
purchase Household Common Stock to non-employee Directors of Household in order 
to facilitate ownership of Household Common Stock by Directors and to more fully 
align the interests of Household's Directors with that of its Common 
stockholders. 

2. Administration 

The Plan shall be administered by the Compensation Committee of Household's 
Board of Directors (the "Committee"), a committee of the Board appointed from 
time to time by the Board consisting solely of two or more non-employee 
directors, each of whom shall be an "outside director" as defined in Section 
162(m) of the Internal Revenue Code of 1986, as amended (the "Code") and the 
regulations thereunder and a "disinterested person" as defined in Rule 16b-3 
under Section 16(b) of the Securities Exchange Act of 1934 (the "Exchange Act") 
The Committee shall have such powers to administer the Plan as are delegated to 
it by the Plan and the Board of Directors, including, to the extent permissible 
under the terms of the Plan, the power to interpret the Plan and any agreements 
executed thereunder, to prescribe rules and regulations relating to the Plan, to 
determine the terms, restrictions, and provisions of any agreement relating to 
awards granted pursuant to the Plan, and to make all other determinations 
necessary or advisable for administering the Plan. Except as required by Rule 
16b-3 (or any successor Rule thereto) with respect to grants of awards to 
individuals who are subject to Section 16 of the Exchange Act or as otherwise 
required for compliance with Rule 16b-3 or other applicable law, the Committee 

-1-

<PAGE> 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015543 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 37 of 148 PageID #:80235



Page 2 of 13 

may delegate all or any part of its authority under the Plan to any officer of 
Household. All decisions made by the Committee, or (unless the Committee has 
specified an appeal process to the contrary) any other person to whom the 
Committee has delegated authority pursuant to the provisions hereof, shall be 
final and binding on all persons. 

3. Grant of Awards; Shares Subject to Plan 

(a) The Committee may grant any type of award permitted under the terms of 
the Plan to employees (all such awards in the aggregate being hereinafter 
referred to as "Awards"). Employees of Household and its subsidiaries may be 
selected by the Committee for Awards under the Plan. In addition, non-employee 
Directors of Household will receive options pursuant to the provisions of 
Section 6. 

(b) The number of shares of Common Stock of Household that may be issued 
under the Plan is equal to the sum of the number of shares remaining available 
under the Household International Long-Term Executive Incentive Compensation 
Plan (the "1984 Plan") plus 24,000,000, all of which shares may be made subject 
to options. The shares issued pursuant to an Award may consist of authorized and 
unissued shares of Household's Common Stock, Common Stock held in Household's 
treasury or Common Stock purchased on the open market. If any Award granted 
under the Plan or the 1984 Plan shall terminate or lapse for any reason, any 
shares of Common Stock subject to such Award shall again be available for grant 
under the Plan. The maximum number of shares or share equivalents that may be 
granted through an Award to any one participant in one year is 1,200,000 shares. 

(c) In the event of corporate changes affecting Household's Common Stock, 
this Plan or Awards granted to employees and options granted to non-employee 
Directors hereunder (including, without limiting the generality of the 
foregoing, stock dividends, stock splits, recapitalizations, reorganizations, 
mergers, consolidations, or other relevant changes in capitalization), 
appropriate adjustments in price, number and kind of shares of Common Stock or 
other consideration subject to such Awards or in the terms of such Awards, shall 
be made so as to prevent dilution or enlargement of rights under the Awards. In 
addition, the aggregate number or remaining number or kind of shares which may 
be issued under the Plan will be adjusted to equitably reflect any such 
corporate changes. 

(d) The Committee may, in its discretion and subject to such rules as it 
may adopt, permit an employee to satisfy, in whole or in part, withholding tax 
obligations incurred in connection with Awards: (i) by electing to have 
Household withhold shares of Household Common Stock (otherwise deliverable 
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to the employee in connection with an Award) in payment for such withholding tax 
obligation or (ii) by delivering shares of Household Common Stock owned by such 
employee in payment for such withholding tax obligation, or (iii) obtaining an 
extension of credit from Household in payment for such withholding tax 
obligation. Any shares of Common Stock surrendered by an employee in full or 
partial payment of withholding tax obligations must have been held by such 
employee at least six months prior to the date such shares are surrendered in 
payment. 

(e) The Committee may provide that any Award to employees under the Plan 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015544 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 38 of 148 PageID #:80236



Page 3 of 13 

earn dividend equivalents. Such dividend equivalents may be paid currently or 
may be credited to a participant's account, including during any deferral 
period. Any crediting of dividend equivalents may be subject to such 
restrictions and conditions as the Committee may establish, including 
reinvestment in additional shares or share equivalents. However, the payment of 
dividend equivalents will not be conditioned upon the employee exercising an 
option. 

(f) Except as may be provided in the agreement for any specific employee 
Award or otherwise limited in this Plan, the Committee may, in its sole 
discretion, in whole or in part, waive any restrictions or conditions applicable 
to, or accelerate the vesting of, any Award to an employee. 

(g) To the extent the Committee deems it necessary, appropriate or 
desirable to comply with foreign law or practice and to further the purpose of 
this Plan, the Committee may, without amending this Plan, (i) establish special 
rules applicable to Awards granted to employees who are foreign nationals, are 
employed outside the United States, or both, including rules that differ from 
those set forth in this Plan and (ii) grant Awards to such employees in 
accordance with those rules. 

(h) The Committee may, in its discretion and subject to such rules as it 
may adopt, authorize an extension of credit from Household to an employee 
holding an award granted under this Plan (including an employee who is an 
officer or director of Household) to assist the employee in exercising an option 
or settling withholding tax obligations on Awards. Household may extend or 
guarantee loans under this provision. Loans extended under the Plan will bear 
interest at a variable rate that is adjusted annually to equal the greater of 
the average annual rate for three-year U.S. Treasury notes for the calendar year 
immediately preceding the year in which the adjustment is to be made and the 
applicable rate in effect under Section 1274(d) of the Internal Revenue Code on 
the day the loan is made. Payment terms will be established by the Committee and 
may or may not require periodic payments of interest and/or principal. The term 
of loans will be established by the Committee, as well as 
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provisions governing the acceleration of maturity upon termination of employment 
or default. Loans financed or guaranteed by Household will be secured by 
retention of the issued stock certificates by Household and execution of an 
agreement with respect to such shares. To the extent necessary to satisfy the 
provisions of Regulation G or another similar regulatory restriction, other 
security may be required by the Committee. 

4. Employee Options 

(a) The Committee may grant to employees any type of statutory or non
statutory option to purchase shares of Household Common Stock as is permitted by 
law at the time the option is granted. The term of the initial grant of each 
option shall not be more than ten years and one day from the date of grant and 
may be exercised at the rate set by the Committee or as stated herein; provided, 
however, that no option shall be exercised less than one year from the date of 
grant, except as provided herein. The Committee may, in its discretion, extend 
the expiration date of certain outstanding employee options, provided no 
expiration date of any option may exceed fifteen years from the date of the 
grant of that option. 
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(b) The per share purchase price of Household Common Stock which may be 
acquired pursuant to an employee option shall be at least 100% of the fair 
market value of one share of Common Stock of Household on the date on which the 
option is granted. Within this limitation, such price shall be determined by the 
Committee. 

(c) Payment for shares purchased upon the exercise of an employee option 
shall be made in cash or, in the discretion of the Committee, in shares of 
Common Stock of Household valued at the then fair market value of such shares or 
by a combination of cash and shares of Common Stock. Any shares of Common Stock 
surrendered by an employee in full or partial payment of the exercise price of 
an option must have been held by such employee at least six months prior to the 
date such shares are surrendered in payment. 

5. Transfer of Employee Options; Exercise of Employee Options 
Following Termination of Employment 

(a) Options may be exercised only by the employee and shall not be 
transferable other than by will or the laws of descent and distribution. These 
restrictions on transferability shall not apply to the extent (i) such 
restrictions are not at the time required for the Plan to continue to meet the 
requirements of Rule 16b-3 of the Exchange Act, or any successor Rule, (ii) the 
Committee has established rules concerning the transferability of 
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employee options and (iii) the agreement relating to an Award so specifies or 
the holder has received notice from the Office of the Secretary of Household 
that such restrictions are no longer applicable. If the holder of an option 
shall cease to be an employee of Household or a subsidiary, and unless otherwise 
provided by the Committee, all rights under such option shall immediately 
terminate, except: 

(i) in the event of termination of employment of a holder to which 
Section ll(b) hereof applies, or of a holder who is retirement-eligible 
under the terms of a pension plan of Household or a subsidiary, the option 
may be exercised within five years of the date of termination of employment 
or as otherwise provided in the agreement for the Award; 

(ii) in the event of termination of employment due to permanent and 
total disability, and the holder is not retirement-eligible under the terms 
of a pension plan of Household or a subsidiary, the option may be exercised 
within twelve months following the date of such termination of employment 
or as otherwise provided in the agreement for the Award; 

(iii) in the event of death during employment, the option may be 
exercised by the executor, administrator, or other personal representative 
of the holder within five years succeeding death if such holder was 
retirement-eligible under the terms of a pension plan of Household or a 
subsidiary, or twelve months if such holder was not retirement-eligible 
under the terms of a pension plan of Household or a subsidiary or as 
otherwise provided in the agreement for the Award; 

(iv) except in the event an employee is terminated for cause, 
following termination of employment other than as set forth in subsections 
(i), (ii) or (iii) above, the option may be exercised within three months 
following the date of termination, or prior to the expiration of the 
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option, whichever period is shorter; or 

(v) in the event of death of a holder of an option following 
termination of employment, the option may be exercised by the executor, 
administrator, or other personal representative of the holder, 
notwithstanding the time period specified in (i), (ii), (iii) or (iv) 
above, within a) twelve months following death or b) the remainder of the 
period in which the holder was entitled to exercise the option, whichever 
period is longer. 

If the Committee determines that the termination is for cause, the option 
will not under any circumstances be exercisable following termination of 
employment. Notwithstanding the 
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foregoing, in the case where the employee is a party to an employment, 
termination protection or similar agreement with Household or a subsidiary which 
is in effect at the time of termination of employment that defines "cause" (or 
words of similar import), the Committee shall not determine such termination of 
employment to be for "cause" unless a "cause" termination would be permitted 
under such agreement at that time. 

(b) An option may not be exercised pursuant to this Section after the 
expiration of the term of such option and may be exercised only to the extent 
that the holder was entitled to exercise such option on the date of termination 
of employment. 

6. Non-Employee Director Options 

(a) Each non-employee Director of Household will be granted an option for 
8,000 shares of Household Common Stock annually on the same date grants are made 
to employees. The Committee will have no discretion to select which non
employee Directors will be granted options or to determine the number of option 
shares, price, vesting schedule or any other term of the options granted to non
employee Directors. All options granted to non-employee Directors will be non
qualified stock options. 

(b) The per share purchase price of Common Stock which may be acquired 
pursuant to a non-employee Director option shall be 100% of the fair market 
value of one share of Common Stock on the date the option is granted. For 
purposes of establishing the fair market value of Household's Common Stock on 
any day under Section 6 of this Plan, such value shall be the average of the 
highest and lowest sales prices per share of the Common Stock as reported in the 
NYSE-Composite Transactions in The Wall Street Journal for such date. However, 
if the NYSE is not open for trading on a given day, the fair market value will 
be the average of the highest and lowest sales prices per share on the next 
succeeding business day. 

(c) Subject to Section 11 of this Plan, each option granted to a non
employee Director vests and shall be fully exercisable beginning six months from 
the date the option was granted. Each such option expires ten years and one day 
from the date of the grant. However, if a non-employee Director ceases to be a 
Director of Household, outstanding vested options are exercisable as follows: 

(i) in the event service on the Board of Directors terminates due to 
permanent and total disability, outstanding options may be exercised within 
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twelve months following the date such service terminates or prior to the 
expiration of the outstanding options, whichever period is shorter; 
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(ii) in the event of death of a non-employee Director whether during 
service as a Director of Household or after ceasing such service, 
outstanding options may be exercised by the executor, administrator, or 
other personal representative of such Director within twelve months after 
the death of the Director or prior to the expiration of the outstanding 
options, whichever period is longer; 

(iii) in the event a non-employee Director's service on the Board of 
Directors terminates because such Director has reached the mandatory 
retirement age of 70 (or age 72 if a Director was serving on the Board as 
of January 1, 1989) or if a non-employee Director retires from the Board 
prior to reaching the mandatory retirement age but after having served on 
the Board of Directors continuously for at least fifteen years, outstanding 
options may be exercised at any time prior to the expiration of the 
outstanding options; and 

(iv) in the event service on the Board of Directors terminates other 
than as set forth in subsections (i), (ii) or (iii) above, outstanding 
options may be exercised within three months following the date such 
service terminates or prior to the expiration of the outstanding options, 
whichever period is shorter. 

(d) Payment for shares purchased upon exercise of a non-employee Director 
option shall be made in cash, in shares of Household Common Stock valued at the 
then fair market value of such shares or by a combination of cash and shares of 
Common Stock. Any shares of Common Stock surrendered in full or partial payment 
of the exercise price of an option must have been held by such Director at least 
six months prior to the date such shares are surrendered in payment. 

A non-employee Director may also satisfy, in whole or in part, income tax 
obligations incurred in connection with the exercise of an option by (i) 
electing to have Household withhold shares of Common Stock (otherwise 
deliverable to the Director in connection with the exercise of an option) in 
payment for such income tax obligation or (ii) by delivering shares of Household 
Common Stock owned by such Director in payment for such income tax obligation. 
Any shares of Common Stock surrendered in full or partial payment of income tax 
obligations must have been held by such Director at least six months prior to 
the date such shares are surrendered. 

(e) Non-employee Director options are not transferable other than by will 
and the laws of descent and distribution. 
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7. Restricted Stock Rights 

(a) Upon such terms as it deems appropriate, the Committee from time to 
time may grant Restricted Stock Rights ("RSRs") to any employee selected by the 
Committee, which entitle such employee to receive a stated number of shares of 
Common Stock of Household. The RSRs are subject to forfeiture if the employee 
fails to remain continuously employed by Household or any subsidiary for the 
period(s) stipulated by the Committee (each, a "Restricted Period"). 
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(b) RSRs shall be subject to the following restrictions and limitations: 
(i) the RSRs may not be transferred except by will or the laws of descent and 
distribution; and (ii) except as otherwise provided in Paragraphs (d) and (e) of 
this Section 7, an RSR and the shares subject to an RSR shall be forfeited and 
all rights of a holder of an RSR shall terminate without any payment of 
consideration by Household if such employee fails to remain continuously 
employed by Household or any subsidiary for the Restricted Period. A holder of 
an RSR shall remain continuously employed if such holder leaves the employ of 
Household or any subsidiary for immediate reemployment with Household or any 
subsidiary. 

(c) Other than as may be specified pursuant to Section 3(e), the holder of 
an RSR shall not be entitled to any of the rights of a holder of the Common 
Stock with respect to the shares subject to such RSR prior to the issuance of 
such shares pursuant to the Plan. 

(d) The Committee in its sole discretion may accelerate the payment of 
Household Common Stock under an RSR prior to the termination of the Restricted 
Period if the holder of an RSR has achieved certain performance levels 
established by the Committee at the time an RSR is granted. The Committee in its 
sole judgment may revise such performance levels as it deems appropriate to 
reflect significant, unforeseen events or changes. 

(e) In the event that the employment of a holder of an RSR terminates by 
reason of death or permanent and total disability or as a result of Section 
ll(b) hereof, such holder shall be entitled to receive the number of shares 
subject to the RSR multiplied by a fraction (x) the numerator of which shall be 
the number of full months between the date of grant of each such RSR and the 
date of such termination of employment, and (y) the denominator of which shall 
be the number of full months in the respective Restricted Period; provided, 
however, no fractional share shall be awarded. A holder of an RSR whose 
employment terminates for reasons other than those listed in this paragraph will 
forfeit all rights under any outstanding RSR. This automatic forfeiture may be 
waived in whole or in part by the Committee in its sole discretion. 
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(f) When a holder shall be entitled to receive shares pursuant to an RSR, 
Household shall issue the appropriate number of shares registered in the name of 
the holder. 

8. Other Stock-Based Awards 

The Committee may make awards of unrestricted shares of Household Common 
Stock to eligible employees in recognition of outstanding achievements. 

9. Forfeiture 

If it is determined that an employee or former employee, while employed by 
Household or any subsidiary or otherwise associated with Household or any 
subsidiary as a consultant, advisor or in another similar capacity, engaged at 
any time in any activity in competition with any activity of Household or any 
subsidiary or inimical, contrary or harmful to the interests of Household or any 
subsidiary including, but not limited to: (i) conduct related to the 
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participant's position for which either criminal or civil penalties against the 
participant may be sought, (ii) violation of Household policies, notwithstanding 
Household's decision or inability to, or not to, terminate the participant for 
such violation, (iii) accepting employment with or serving as a consultant, 
advisor or in any other capacity to an employer that is in competition with or 
acting against the interests of Household or any subsidiary, including employing 
or recruiting any present employee of Household or any subsidiary for such 
competitor, (iv) disclosing or misusing any confidential information or material 
concerning Household or any subsidiary, or (v) participating in a hostile 
takeover attempt of Household, then the Committee, in its sole discretion, may 
cancel any unexpired or unpaid Award at any time. 

10. Amendment and Termination of the Plan 

This Plan will expire on May 8, 2006. However, the Board of Directors may 
terminate the Plan at any time except as provided in Section 11(d), but such 
termination shall not affect Awards previously granted under the Plan. During 
the Plan term, the Committee may amend the Plan or any Award granted to an 
employee under the Plan at any time, except (i) the Plan may not be amended or 
terminated in the circumstances set forth in Section 11(d), (ii) the Committee 
may not, without shareholder approval, and except as permitted by Section 3(c), 
increase the number of shares of Common Stock of Household which may be issued 
pursuant to the Plan, change the purchase price of an Option, and (iii) the 
Committee may not make any other amendment to the Plan 
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which is required by law to be approved by the shareholders of Household. 

Notwithstanding the preceding paragraph, the provisions of Section 6 of the 
Plan relating to non-employee Directors may not be amended more than once every 
six months, except to comply with changes to the Code or the rules and 
regulations thereunder. 

11. Change in Control 

(a) In order to protect participants in the Plan who have outstanding 
Awards in the event there is a "Change in Control" (as defined below) , ( i) all 
outstanding Awards will immediately vest or the Restricted Period with respect 
thereto shall lapse and such Awards shall become exercisable or payable in full 
notwithstanding any minimum holding period set forth in the Plan or established 
by the Committee at the time of the grant of the Award, (ii) Household shall 
require that this Plan, and the Awards issued hereunder, be assumed by the 
entity causing the Change in Control or the public company parent thereof (the 
'Acquiror') and, if appropriate, new rights of equal value with substantially 
similar terms be substituted for such Awards by the Acquiror, and (iii) the 
Committee, in its sole discretion (notwithstanding any contrary provision in 
Section 3(f) ), may: 

(i) provide for the purchase by Household or the Acquiror of any 
Awards in cash equal to the amount that could have been received upon the 
exercise or realization of such Awards had the Awards been currently 
exercisable or payable on the day before said cash payment is made; 

(ii) make such adjustments, including the granting of additional 
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Awards, to any outstanding Award as the Committee deems appropriate to 
reflect the Change in Control; and 

(iii) take such other action deemed appropriate by the Committee to 
ensure that the rights of participants and the Awards are not adversely 
affected by the Change in Control. 

(b) Any employee whose position with Household or any of its subsidiaries 
is "Materially Changed" (as defined below) within twenty-four (24) months after 
a Change in Control shall be deemed to be involuntarily terminated without 
"cause" (as defined below) from Household and be entitled to exercise or receive 
the payment of Awards previously granted to the employee that were outstanding 
immediately prior to the event causing such termination or were awarded 
subsequent to the event causing such termination, in each case, in accordance 
with subsection 5(a) (i) with respect to Options or 7(e) of the Plan with respect 
to any RSRs with respect to which the Restricted Period has not lapsed, without 
any action by the Committee or Board of Directors. 
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(c) For purposes of this Section and to determine the rights of any 
participant who has an outstanding Award, the term: 

(i) "Change in Control" means: 

(1) any "person" (as defined in Section 13(d) and 14(d) of the 
Securities Exchange Act of 1934, as amended (the "Exchange 
Act")), excluding for this purpose Household or any 
subsidiary of Household, or any employee benefit plan of 
Household, or any subsidiary of Household, or any person or 
entity organized, appointed or established by Household for 
or pursuant to the terms of such plan which acquires 
beneficial ownership of voting securities of Household, is 
or becomes the "beneficial owner" (as defined in Rule 13d-3 
under the Exchange Act) directly or indirectly of securities 
of Household representing twenty percent (20%) or more of 
the combined voting power of Household's then outstanding 
securities; provided, however, that no Change in Control 
shall be deemed to have occurred as the result of an 
acquisition of securities of Household by Household which, 
by reducing the number of voting securities outstanding, 
increases the direct or indirect beneficial ownership 
interest of any person to twenty percent (20%) or more of 
the combined voting power of Household's then outstanding 
securities, but any subsequent increase in the direct or 
indirect beneficial ownership interest of such person in 
Household shall be deemed a Change in Control; and provided 
further that if the Board of Directors of Household 
determines in good faith that a person who has become the 
beneficial owner directly or indirectly of securities of 
Household representing twenty percent (20%) or more of the 
combined voting power of Household's then outstanding 
securities has inadvertently reached that level of ownership 
interest, and if such person divests as promptly as 
practicable a sufficient amount of securities of Household 
so that the person no longer has a direct or indirect 
beneficial ownership interest in twenty percent (20%) or 
more of the combined voting power of Household's then 
outstanding securities, then no Change in Control shall be 
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deemed to have occurred; 
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(2) during any period of two (2) consecutive years (not 
including any period prior to November 9, 1998) individuals 
who at the beginning of such two-year period constitute the 
Board of Directors of Household and any new director or 
directors (except for any director designated by a person 
who has entered into an agreement with Household to effect a 
transaction described in subparagraph (1), above, or 
subparagraph (3), below) whose election by the Board or 
nomination for election by Household's stockholders was 
approved by a vote of at least two-thirds of the directors 
then still in office who either were directors at the 
beginning of the period or whose election or nomination for 
election was previously so approved, cease for any reason to 
constitute at least a majority of the Board (such 
individuals and any such new directors being referred to as 
the "Incumbent Board"); 

(3) consummation of (x) an agreement for the sale or disposition 
of Household or all or substantially all of Household's 
assets, (y) a plan of merger or consolidation of Household 
with any other corporation, or (z) a similar transaction or 
series of transactions involving Household (any transaction 
described in parts (x) through (z) of this subparagraph (3) 
being referred to as a "Business Combination"), in each case 
unless after such a Business Combination (I) the 
stockholders of Household immediately prior to the Business 
Combination continue to own, directly or indirectly, more 
than sixty percent (60%) of the combined voting power of the 
then outstanding voting securities entitled to vote 
generally in the election of directors of the new (or 
continued) entity (including, but not by way of limitation, 
an entity which as a result of such transaction owns 
Household, or all or substantially all of Household's former 
assets either directly or through one or more subsidiaries) 
immediately after such Business Combination, in 
substantially the same proportion as their ownership of 
Household immediately prior to such Business Combination, 
(II) no person (excluding any entity resulting from such 
Business Combination or any employee 

-12-

benefit plan (or related trust) of Household or of such 
entity resulting from such Business Combination) 
beneficially owns, directly or indirectly, twenty percent 
(20%) or more of the then combined voting power of the then 
outstanding voting securities of such entity, except to the 
extent that such ownership existed prior to the Business 
Combination, and (III) at least a majority of the members of 
the board of directors of the entity resulting from such 
Business Combination were members of the Incumbent Board at 
the time of the execution of the initial agreement, or of 
the action of the Board, providing for such Business 
Combination; 
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(4) approval by the stockholders of Household of a complete 
liquidation or dissolution of Household; 

(5) a tender offer is made for thirty percent (30%) or more of 
the common stock of Household, which tender offer has not 
been approved by the Board of Directors of Household; or 

(6) a solicitation subject to Rule 14a-11 under the Exchange Act 
(or any successor Rule) relating to the election or removal 
of 50% or more of the members of the Incumbent Board is made 
by any person other than Household. 

(ii) "Materially Changed" means the occurrence of one or more of the 
following events: 

<PAGE> 

(1) the termination of the employee, without cause, and other 
than by reason of death, permanent and total disability or 
retirement under the terms of a pension plan of Household or 
any subsidiary, or termination by the employee within the 
special 60-day window period which begins 6 months after a 
Change in Control as provided in the employee's employment 
agreement; 

(2) the employee was assigned to a position of lesser rank or 
status; 

(3) the employee's annual target bonus or targeted performance 
unit awards were 

-13-

reduced and compensation equivalent in aggregate value was 
not substituted; 

(4) the employee's annual salary was reduced; 

(5) the employee's benefits under the Household Retirement 
Income Plan or any successor tax qualified defined benefit 
plan were reduced for reasons other than to maintain its tax 
qualified status and such reductions were not supplemented 
in the Household Supplemental Retirement Income Plan 
("HSRIP"); or the employee's benefits under HSRIP, if 
applicable, were reduced; 

(6) the employee's other benefits or perquisites were reduced 
and such reductions were not uniformly applied with respect 
to all similarly situated employees; or 

(7) the employee was reassigned to a geographical area outside 
of the metropolitan area in which the employee was assigned 
at the time of the Change in Control. 

(iii) "cause" (1) in the case of an employee who is a party to an 
employment, termination protection or similar agreement that defines 
"cause" (or words of similar import), means "cause" (or words of similar 
import) as defined in such agreement, and (2) in the case of any other 
employee, means willful and deliberate misconduct, which is detrimental in 
a significant way to the interests of Household or any subsidiary thereof. 
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(d) Notwithstanding anything set forth in Section 11 hereof, with the 
occurrence of a Change in Control the Plan may not be amended or terminated by 
the Committee, the Board of Directors or the stockholders of Household. 

12. Miscellaneous 

(a) The Plan is intended 
compensation. With respect to 
Common Stock not yet made to a 
herein shall give any rights to 
general creditor of Household. 

to constitute an "unfunded" plan for incentive 
any payments or deliveries of shares of Household 
participant by Household, nothing contained 

a participant that are greater than those of a 
The Committee may authorize the creation of 

trusts or other arrangements to meet the obligations created under the Plan to 
deliver shares of Household Common Stock or payments hereunder consistent with 
the foregoing. 

-14-
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(b) With respect to participants subject to Section 16 of the Exchange 
Act, transactions under this Plan are intended to comply with all applicable 
provisions of Rule 16b-3 or its successor under the Exchange Act. To the extent 
any provision of the Plan or action by the Committee or its designee fails to so 
comply, it shall be deemed null and void. 

(c) This Plan and each agreement with respect to an Award shall be 
construed and administered in accordance with the laws of the State of Delaware 
without giving effect to principles relating to conflict of laws. 

(d) Neither the adoption of the Plan nor any Award granted hereunder shall 
confer upon any participant any right to continued employment or service with 
Household or any subsidiary thereof, nor shall the Plan or any Award interfere 
in any way with the right of Household or a subsidiary to terminate the 
employment or relationship of any of the participants at any time. 

<PAGE> 
-15-

AMENDMENT TO THE 
HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 
NOVEMBER 11, 1997 

On November 11, 1997 the Household International Board of Directors, upon the 
recommendation of the Board's Compensation Committee, adopted an amendment to 
the 1996 Long-Term Executive Incentive Compensation Plan (the "Plan") relating 
to the transferability of options granted under the Plan. 

Transferability of Options Granted to Nonemployee Directors and Senior Managers 

This amendment only applies to Nonemployee Directors and Senior Managers 
(defined under this amendment as the Chief Executive Officer and employees with 
a direct reporting relationship to the Chief Executive Officer) who have 
received or in the future receive options to purchase Household Common Stock 
under the Plan. This section modifies Plan Section 5(a) as regards the 
transferability of options granted to Nonemployee Directors and Senior Managers; 
all other provisions continue to apply. 
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Who is Eligible 

This provision only applies to Nonemployee Directors and Senior Managers 
("Eligible Persons"). 

Transfer of Options; Minimum Number 

Options granted under the Plan may be transferred by will or through the laws of 
descent and distribution. In addition, Eligible Persons may transfer their 
options only to family members, family trusts, and family partnerships 
(collectively, "Transferees"). Transferees may not retransfer any options 
except by will or through the laws of descent and distribution. Any option 
transferred to a single Transferee must represent the right to purchase a 
minimum of 100 shares. 

Which Options May be Transferred 

Eligible Persons may transfer any option, including vested and unvested portions 
of any award granted under the Plan. Options granted under previous benefit 
plans are not covered by this amendment. 

Exercise 

Options will vest in accordance with applicable Plan provisions. A Transferee 
may only exercise vested options, and only as provided in the Plan. 

-16-
<PAGE> 

Taxation of Options 

The Eligible Person remains liable for any income tax related to the exercise of 
transferred options. Income tax will be calculated as of the exercise date. 
The Eligible Person is solely responsible for tax liability related to any 
options gifted to a Transferee. 

Law and Regulation 

In addition to laws and regulations that apply to the Plan, the Transfer of 
options must be completed in accordance with securities registration and 
disclosure regulations applicable at the time of transfer. Eligible Persons and 
Transferees may be subject to certain waiting periods limiting transfer or 
exercise. Eligible Persons, or their agents agree to notify the Corporation at 
least five days before any option they own or control is exercised. 

</TEXT> 
</DOCUMENT> 
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HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

NON-TAX QUALIFIED STOCK OPTION AGREEMENT 

Page 1 of 12 

EXHIBIT 10.6 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
corporation (the "Company"), and the employee referenced on the cover sheet to 
this Agreement (the "Employee"), is made pursuant to the Household International 
1996 Long-Term Executive Incentive Compensation Plan (the "Incentive Plan"). 
The terms of such agreement are as follows: 

1. The Company hereby grants to the Employee an option, for a period 
of 10 years and one day from the grant date, to purchase, on these terms and 
conditions and also subject to the Incentive Plan, shares of the common stock of 
the Company as set forth in the cover sheet to this Agreement. 

2. No shares may be purchased under this option for one year from the 
grant date. After one year, this option may, unless sooner terminated under the 
provisions hereof, be exercised in numbers of shares not to exceed 25 percent of 
the aggregate number of shares under option on and after each of the first, 
second, third and fourth anniversaries of the grant date, provided that 100% of 
the shares in this option may be exercised (a) on the last day of employment in 
the case of an Employee who is retirement-eligible under the terms of a pension 
plan of the Company or a subsidiary, or (b) if so determined by the Compensation 
Committee of the Board of Directors (the "Committee") during the Employee's 
employment. An Employee may exercise all or a portion of a vested option during 
the option term. 

To exercise an option you must give the Company ten days written 
notice of exercise specifying the number of shares to be purchased, which must 
be a minimum of twenty-five (25) shares, and include payment for the shares. 
Payment for the option may be made by cash or check to the order of the Company, 
and also may be made with shares of common stock of the Company valued at the 
then fair market value of such shares or by a combination of cash and shares of 
common stock pursuant to such Committee or Board of Directors rules in effect at 
the time the option is exercised. The Committee or Board of Directors may, at 
any time, rescind the right to use common stock of the Company in payment for 
shares purchased through the option. 

3. The option may not be transferred except by will or the laws of 
descent and distribution. The option may be exercised during the lifetime of 
the Employee only by the Employee and only while he or she is an employee of the 
Company (or a subsidiary thereof) and shall have been continuously so employed 
from the grant date, except that: (i) in the event of termination of employment 
of the Employee and the Employee is retirement-eligible under the terms of a 
pension plan of the Company or a subsidiary, the option may be exercised within 
five years of the date of termination of employment; (ii) in the event of 
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termination of employment due to permanent and total disability of the Employee 
and the Employee is not retirement-eligible under the terms of a pension plan of 
the Company or a subsidiary, the option may be exercised within twelve months 
following the date of such termination of employment; (iii) in the event of 
death during employment, the option may be exercised by the executor, 
administrator, or other personal representative of the Employee within five 
years succeeding death if such Employee was retirement-eligible under the terms 
of a pension plan of the Company or a subsidiary, or twelve months if such 
Employee was not retirement-eligible under the terms of a pension plan of the 
Company or a subsidiary; (iv) in the event of termination of employment other 
than as set forth in subsections (i), (ii) or (iii) above, the option may be 
exercised within three months following the date of termination, except for 
termination for cause; (v) in the event of death of the Employee following 
termination of employment, the option may be exercised by the executor, 
administrator, or other personal representative of the Employee, notwithstanding 
the time periods specified in (i), (ii), (iii) or (iv) above, within a) twelve 
months following death or b) the remainder of the period in which the Employee 
was entitled to exercise the 

-1-

<PAGE> 

option, whichever period is longer. If the Committee determines that the 
termination is for cause, the option will not under any circumstances be 
exercisable following termination of employment. Notwithstanding anything herein 
to the contrary, the option may not be exercised pursuant to this Section after 
the expiration of the term of such option and may be exercised only to the 
extent that the holder was entitled to exercise such option on the date of 
termination of employment. The option will expire in all events and for all 
purposes 10 years and one day from the grant date. 

4. If it is determined that the Employee or former Employee, while 
employed by the Company or any subsidiary or otherwise associated with the 
Company or any subsidiary as a consultant, advisor or in another similar 
capacity, engaged at any time in any activity in competition with any activity 
of the Company or any subsidiary or inimical, contrary or harmful to the 
interests of the Company or any subsidiary including, but not limited to: (i) 
conduct related to the Employee's position for which either criminal or civil 
penalties against the Employee may be sought, (ii) violation of the Company's 
policies, notwithstanding the Company's decision or inability to, or not to, 
terminate the Employee for such violation, (iii) accepting employment with or 
serving as a consultant, advisor or in any other capacity to an employer that is 
in competition with or acting against the interests of the Company or any 
subsidiary, including employing or recruiting any present employee of the 
Company or any subsidiary for such competitor, (iv) disclosing or misusing any 
confidential information or material concerning the Company or any subsidiary, 
or (v) participating in a hostile takeover attempt of the Company, then the 
Committee, in its sole discretion, may cancel any outstanding option at any 
time. 

5. The Company shall not be required to issue or deliver any 
certificate or certificates for shares of stock purchased upon the exercise of 
the option herein granted prior to the listing of such shares on all stock 
exchanges on which the Company's stock shall then be listed. Upon any exercise 
of said option, the Company shall take the steps required for listing. 

6. Neither the Employee nor his personal representative shall have 
any of the rights or privileges of a stockholder with respect to any shares 
subject to this option unless and until certificates evidencing such shares 
shall have been delivered. 
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7. Notice to the Company shall be addressed to the Company in care of 
the Shareholder Services Department at 2700 Sanders Road, Prospect Heights, 
Illinois 60070 and notice to the Employee shall be addressed to him or her at 
the address as set forth on the cover sheet of this Agreement, or at such other 
address as either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this option 
agreement shall be subject to amendment by the Company from time to time to the 
extent permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

<PAGE> 
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HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

NON-TAX QUALIFIED STOCK OPTION AGREEMENT 
FOR SENIOR MANAGEMENT TEAM 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
corporation (the "Company"), and the employee referenced on the cover sheet to 
this Agreement (the "Employee"), is made pursuant to the Household International 
1996 Long-Term Executive Incentive Compensation Plan (the "Incentive Plan"). 
The terms of such agreement are as follows: 

1. The Company hereby grants to the Employee an option, for a period of 
10 years and one day from the grant date, to purchase, on these terms and 
conditions and also subject to the Incentive Plan, shares of the common stock of 
the Company as set forth in the cover sheet to this Agreement. 

2. No shares may be purchased under this option for one year from the 
grant date. After one year, this option may, unless sooner terminated under the 
provisions hereof, be exercised in numbers of shares not to exceed 25 percent of 
the aggregate number of shares under option on and after each of the first, 
second, third and fourth anniversaries of the grant date, provided that 100% of 
the shares in this option may be exercised (a) on the last day of employment in 
the case of an Employee who is retirement-eligible under the terms of a pension 
plan of the Company or a subsidiary, or (b) if so determined by the Compensation 
Committee of the Board of Directors (the "Committee") during the Employee's 
employment. An Employee may exercise all or a portion of a vested option during 
the option term. 

To exercise an option you must give the Company ten days written 
notice of exercise specifying the number of shares to be purchased, which must 
be a minimum of twenty-five (25) shares, and include payment for the shares. 
Payment for the option may be made by cash or check to the order of the Company, 
and also may be made with shares of common stock of the Company valued at the 
then fair market value of such shares or by a combination of cash and shares of 
common stock pursuant to such Committee or Board of Directors rules in effect at 
the time the option is exercised. The Committee or Board of Directors may at 
any time rescind the right to use common stock of the Company in payment for 
shares purchased through the option. 

3. The option may not be transferred except by will or the laws of 
descent and distribution, unless the Company has notified you to the contrary. 
The option may be exercised during the lifetime of the Employee only by the 
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thereof) and 
except that: 
the Employee 
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only while he or she is an employee of the Company (or a subsidiary 
shall have been continuously so employed from the grant date, 

(i) in the event of termination of employment of the Employee and 
is retirement-eligible under the terms of a pension plan of the 

Company or a subsidiary, the option may be exercised at any time before the 
expiration date of the option; (ii) in the event of termination of employment 
due to permanent and total disability of the Employee and the Employee is not 
retirement-eligible under the terms of a pension plan of the Company or a 
subsidiary, the option may be exercised within twelve months following the date 
of such termination of employment; (iii) in the event of death during 
employment, the option may be exercised by the executor, administrator, or other 
personal representative of the Employee within five years succeeding death if 
such Employee was retirement-eligible under the terms of a pension plan of the 
Company or a subsidiary, or twelve months if such Employee was not retirement
eligible under the terms of a pension plan of the Company or a subsidiary; (iv) 
in the event of termination of employment other than as set forth in subsections 
(i), (ii) or (iii) above, the option may be exercised within three months 
following the date of termination, except for termination for cause; (v) in the 
event of death of the Employee following termination of employment, the option 
may be exercised by the executor, administrator, or other personal 
representative of the Employee, notwithstanding the time periods 

-3-
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specified in (i), (ii), (iii) or (iv) above, within a) twelve months following 
death or b) the remainder of the period in which the Employee was entitled to 
exercise the option, whichever period is longer. If the Committee determines 
that the termination is for cause, the option will not under any circumstances 
be exercisable following termination of employment. Notwithstanding anything 
herein to the contrary, the option may not be exercised pursuant to this Section 
after the expiration of the term of such option and may be exercised only to the 
extent that the holder was entitled to exercise such option on the date of 
termination of employment. The option will expire in all events and for all 
purposes 10 years and one day from the grant date. 

4. If it is determined that the Employee or former Employee, while 
employed by the Company or any subsidiary or otherwise associated with the 
Company or any subsidiary as a consultant, advisor or in another similar 
capacity, engaged at any time in any activity in competition with any activity 
of the Company or any subsidiary or inimical, contrary or harmful to the 
interests of the Company or any subsidiary including, but not limited to: (i) 
conduct related to the Employee's position for which either criminal or civil 
penalties against the Employee may be sought, (ii) violation of the Company's 
policies, notwithstanding the Company's decision or inability to, or not to, 
terminate the Employee for such violation, (iii) accepting employment with or 
serving as a consultant, advisor or in any other capacity to an employer that is 
in competition with or acting against the interests of the Company or any 
subsidiary, including employing or recruiting any present employee of the 
Company or any subsidiary for such competitor, (iv) disclosing or misusing any 
confidential information or material concerning the Company or any subsidiary, 
or (v) participating in a hostile takeover attempt of the Company, then the 
Committee, in its sole discretion, may cancel any outstanding option at any 
time. 

5. The Company shall not be required to issue or deliver any certificate 
or certificates for shares of stock purchased upon the exercise of the option 
herein granted prior to the listing of such shares on all stock exchanges on 
which the Company's stock shall then be listed. Upon any exercise of said 
option, the Company shall take the steps required for listing. 
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6. Neither the Employee nor his personal representative shall have any of 
the rights or privileges of a stockholder with respect to any shares subject to 
this option unless and until certificates evidencing such shares shall have been 
delivered. 

7. Notice to the Company shall be addressed to the Company in care of the 
Shareholder Services Department at 2700 Sanders Road, Prospect Heights, Illinois 
60070 and notice to the Employee shall be addressed to him or her at the address 
as set forth on the cover sheet of this Agreement, or at such other address as 
either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this option agreement 
shall be subject to amendment by the Company from time to time to the extent 
permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

-4-
<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

U.K. NON-TAX QUALIFIED STOCK OPTION AGREEMENT 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
corporation (the "Company"), and the employee referenced on the cover sheet to 
this Agreement (the "Employee"), is made pursuant to the Household International 
1996 Long-Term Executive Incentive Compensation Plan (the "Incentive Plan"). 
The terms of such agreement are as follows: 

1. The Company hereby grants to the Employee an option, for a period of 
10 years from the grant date, to purchase, on these terms and conditions and 
also subject to the Incentive Plan, shares of the common stock of the Company as 
set forth in the cover sheet to this Agreement. 

2. No shares may be purchased under this option for one year from the 
grant date. After one year, this option may, unless sooner terminated under the 
provisions hereof, be exercised in numbers of shares not to exceed 25 percent of 
the aggregate number of shares under option on and after each of the first, 
second, third and fourth anniversaries of the grant date, provided that 100% of 
the shares in this option may be exercised (a) on the last day of employment in 
the case of an Employee who is retirement-eligible under the terms of a pension 
plan of the Company or a subsidiary, or (b) if so determined by the Compensation 
Committee of the Board of Directors (the "Committee") during the Employee's 
employment. An employee may exercise all or a portion of a vested option during 
the option term. 

To exercise an option you must give the Company ten days written 
notice of exercise specifying the number of shares to be purchased, which must 
be a minimum of twenty-five (25) shares, and include payment for the shares. 
Payment for the option may be made by cash or check to the order of the Company, 
and also may be made with shares of common stock of the Company valued at the 
then fair market value of such shares or by a combination of cash and shares of 
common stock pursuant to such Committee or Board of Directors rules in effect at 
the time the option is exercised. The Committee or Board of Directors may, at 
any time, rescind the right to use common stock of the Company in payment for 
shares purchased through the option. 
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3. The option may not be transferred except by will or the laws of 
descent and distribution. The option may be exercised during the lifetime of 
the Employee only by the Employee and only while he or she is an employee of the 
Company (or a subsidiary thereof) and shall have been continuously so employed 
from the grant date, except that: (i) in the event of termination of employment 
of the Employee and the Employee is retirement-eligible under the terms of a 
pension plan of the Company or a subsidiary, the option may be exercised within 
five years of the date of termination of employment; (ii) in the event of 
termination of employment due to permanent and total disability of the Employee 
and the Employee is not retirement-eligible under the terms of a pension plan of 
the Company or a subsidiary, the option may be exercised within twelve months 
following the date of such termination of employment; (iii) in the event of 
death during employment, the option may be exercised by the executor, 
administrator, or other personal representative of the Employee within five 
years succeeding death if such Employee was retirement-eligible under the terms 
of a pension plan of the Company or a subsidiary, or twelve months if such 
Employee was not retirement-eligible under the terms of a pension plan of the 
Company or a subsidiary; (iv) in the event of termination of employment other 
than as set forth in subsections (i), (ii) or (iii) above, the option may be 
exercised within three months following the date of termination, except for 
termination for cause; (v) in the event of death of the Employee following 
termination of employment, the option may be exercised by the executor, 
administrator, or other personal representative of the Employee, notwithstanding 
the time periods specified in (i), (ii), (iii) or (iv) above, within a) twelve 
months following death or b) the remainder of the period in which the Employee 
was entitled to exercise the 

-5-
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option, whichever period is longer. If the Committee determines that the 
termination is for cause, the option will not under any circumstances be 
exercisable following termination of employment. Notwithstanding anything herein 
to the contrary, the option may not be exercised pursuant to this Section after 
the expiration of the term of such option and may be exercised only to the 
extent that the holder was entitled to exercise such option on the date of 
termination of employment. The option will expire in all events and for all 
purposes 10 years from the grant date. 

4. If it is determined that the Employee or former Employee, while 
employed by the Company or any subsidiary or otherwise associated with the 
Company or any subsidiary as a consultant, advisor or in another similar 
capacity, engaged at any time in any activity in competition with any activity 
of the Company or any subsidiary or inimical, contrary or harmful to the 
interests of the Company or any subsidiary including, but not limited to: (i) 
conduct related to the Employee's position for which either criminal or civil 
penalties against the Employee may be sought, (ii) violation of the Company's 
policies, notwithstanding the Company's decision or inability to, or not to, 
terminate the Employee for such violation, (iii) accepting employment with or 
serving as a consultant, advisor or in any other capacity to an employer that is 
in competition with or acting against the interests of the Company or any 
subsidiary, including employing or recruiting any present employee of the 
Company or any subsidiary for such competitor, (iv) disclosing or misusing any 
confidential information or material concerning the Company or any subsidiary, 
or (v) participating in a hostile takeover attempt of the Company, then the 
Committee, in its sole discretion, may cancel any outstanding option at any 
time. 

5. The Company shall not be required to issue or deliver any certificate 
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or certificates for shares of stock purchased upon the exercise of the option 
herein granted prior to the listing of such shares on all stock exchanges on 
which the Company's stock shall then be listed. Upon any exercise of said 
option, the Company shall take the steps required for listing. 

6. Neither the Employee nor his personal representative shall have any of 
the rights or privileges of a stockholder with respect to any shares subject to 
this option unless and until certificates evidencing such shares shall have been 
delivered. 

7. Notice to the Company shall be addressed to the Company in care of the 
Shareholder Services Department at 2700 Sanders Road, Prospect Heights, Illinois 
60070 and notice to the Employee shall be addressed to him or her at the address 
as set forth on the cover sheet of this Agreement, or at such other address as 
either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this option agreement 
shall be subject to amendment by the Company from time to time to the extent 
permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

<PAGE> 
-6-

HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

NON-TAX QUALIFIED STOCK OPTION AGREEMENT 
FOR NON-EMPLOYEE DIRECTORS 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
corporation (the "Company"), and the Non-Employee Director referenced on the 
cover sheet to this Agreement (the "Director"), is made pursuant to the 
Household International 1996 Long-Term Executive Incentive Compensation Plan 
(the "Incentive Plan"). The terms of such agreement are as follows: 

1. The Company hereby grants to the Director an option, for a period of 
10 years and one day from the grant date, to purchase, on these terms and 
conditions and also subject to the Incentive Plan, shares of the common stock of 
the Company as set forth in the cover sheet to this Agreement. 

2. No shares may be purchased under this option for six months from the 
grant date. After six months, 100% of the shares in this option may be 
exercised. A Director may exercise all or a portion of a vested option during 
the option term. 

3. To exercise an option you must give the Company written notice of 
exercise specifying the number of shares to be purchased, which must be a 
minimum of twenty-five (25) shares, and include payment for the shares. Payment 
for the option may be made by cash or check to the order of the Company, and 
also may be made with shares of common stock of the Company valued at the then 
fair market value of such shares or by a combination of cash and shares of 
common stock pursuant to the Compensation Committee or Board of Directors rules 
in effect at the time the option is exercised. The Compensation Committee or 
Board of Directors may at any time rescind the right to use common stock of the 
Company in payment for shares purchased through the option. 

4. The option may not be transferred except by will or the laws of 
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descent and distribution, unless the Company has notified you to the contrary. 
The option may be exercised during the lifetime of the Director only by the 
Director and only while he or she is a non-employee director of the Company and 
shall have been continuously so retained from the grant date, except that: (i) 
in the event the Director's service terminates because such Director has reached 
the Company's mandatory retirement age for Directors, or if a Director retires 
from the Board prior to reaching the mandatory retirement age but after having 
served on the Board continuously for at least fifteen years, outstanding options 
may be exercised at any time prior to the expiration of the outstanding options; 
(ii) in the event service on the Board terminates due to permanent and total 
disability, outstanding options may be exercised within twelve months following 
the date such service terminates or prior to the expiration of the outstanding 
options, whichever period is shorter; (iii) in the event of death of a Director 
whether during service as a Director or after ceasing such service, outstanding 
options may be exercised by the executor, administrator, or other personal 
representative of the Director within twelve months succeeding death if such 
Director or prior to the expiration of the outstanding options, whichever period 
is longer; (iv) in the event service on the Board terminates other than as set 
forth in subsections (i), (ii) or (iii) above, outstanding options may be 
exercised within three months following the date such service terminates or 
prior to the expiration of the outstanding options, whichever period is shorter. 
Notwithstanding anything herein to the contrary, the option may not be exercised 
pursuant to this Section after the expiration of the term of such option and may 
be exercised only to the extent that the holder was entitled to exercise such 
option on the date of termination of service. The option will expire in all 
events and for all purposes 10 years and one day from the grant date. 

5. The Company shall not be required to issue or deliver any certificate 
or certificates for shares of stock purchased upon the exercise of the option 
herein granted prior to the listing of such 

-7-
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shares on all stock exchanges on which the Company's stock shall then be listed. 
Upon any exercise of said option, the Company shall take the steps required for 
listing. 

6. Neither the Director nor his or her personal representative shall have 
any of the rights or privileges of a stockholder with respect to any shares 
subject to this option unless and until certificates evidencing such shares 
shall have been delivered. 

7. Notice to the Company shall be addressed to the Company in care of the 
Shareholder Services Department at 2700 Sanders Road, Prospect Heights, Illinois 
60070 and notice to the Director shall be addressed to him or her at the address 
as set forth on the cover sheet of this Agreement, or at such other address as 
either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this option agreement 
shall be subject to amendment by the Company from time to time to the extent 
permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

-8-
<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 
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RESTRICTED STOCK RIGHTS AGREEMENT 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
corporation (the "Company"), and the employee referenced on the cover sheet to 
this Agreement (the "Employee"), is made pursuant to the Household International 
1996 Long-Term Executive Incentive Compensation Plan (the "Incentive Plan"). 
The terms of such agreement are as follows: 

1. The Company hereby grants to the Employee Restricted Stock Rights (the 
"RSRs"), which shall fully vest five (5) years from the date hereof (the 
"Restricted Period"), pursuant to the terms and conditions set forth herein and 
subject to the provisions set forth in the Incentive Plan. The RSRs entitle the 
Employee to receive the number of shares of Common Stock of the Company as set 
forth in the cover sheet to this Agreement. 

2. No shares may be issued under RSRs for one year from the date hereof. 
After said one-year period, shares subject to RSRs will vest one-third on each 
of the third, fourth and fifth anniversaries (the "Vesting Dates") from the 
grant date. On each Vesting Date an Employee shall be entitled to receive shares 
representing the vested RSRs, and the Company shall issue the appropriate number 
of vested shares (rounded down to the nearest whole share) registered in the 
name of the Employee or his or her estate or administrator, as deemed 
appropriate by the Company, provided the Employee has satisfied all tax 
obligations with respect to such shares as required herein. The unvested shares 
subject to such RSRs shall be forfeited and all rights of a holder of such RSRs 
and shares shall terminate without any payment of consideration by the Company 
if the Employee fails to remain continuously as an Employee of the Company or 
any subsidiary for the Restricted Period, except (i) in the case of an Employee 
who is retirement-eligible under the terms of a pension plan of the Company or a 
subsidiary, the Employee will receive either (1) the number of shares subject to 
the RSR multiplied by a fraction (x) the numerator of which shall be the number 
of full months between the date of grant of such RSR and the date of such 
termination of employment, and (y) the denominator of which shall be the number 
of full months in the Restricted Period; provided however, that any fractional 
share shall not be awarded; and provided further, the Compensation Committee of 
the Board of Directors (the "Committee"), in its sole discretion, may determine 
that full vesting is appropriate under the circumstances or (2) 100% of the 
shares subject to RSRs on his or her last day of employment if retirement occurs 
on or after age 65, and (ii) in the event that the employment of a holder of 
RSRs terminates by reason of death or permanent and total disability, such 
holder shall be entitled to receive the number of shares subject to the RSR 
multiplied by a fraction (x) the numerator of which shall be the number of full 
months between the date of grant of such RSR and the date of such termination of 
employment, and (y) the denominator of which shall be the number of full months 
in the Restricted Period; provided however, that any fractional share shall not 
be awarded. Any shares that the Employee is entitled to receive in accordance 
with the preceding sentence will be reduced by any shares that the Employee has 
already received because of vesting on the third, fourth and fifth anniversaries 
of the grant date. An Employee shall not be deemed to have terminated his or 
her period of continuous employment with the Company if he or she leaves the 
employ of the Company or any subsidiary for immediate reemployment with the 
Company or any subsidiary. A holder of RSRs whose employment terminates for 
reasons other than those listed in this paragraph 2 (other than a change-in
control of the Company) will forfeit his or her unvested rights under any 
outstanding RSRs. This automatic forfeiture may be waived in whole or in part by 
the Committee in its sole discretion. 

3. If it is determined that the Employee or former Employee, while 
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employed by the Company or any subsidiary or otherwise associated with the 
Company or any subsidiary as a consultant, advisor or in another similar 
capacity, engaged at any time in any activity in competition with any activity 
of the Company or any subsidiary or inimical, contrary or harmful to the 
interests of the Company or any 

-9-
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subsidiary including, but not limited to: (i) conduct related to the Employee's 
position for which either criminal or civil penalties against the Employee may 
be sought, (ii) violation of the Company's policies, notwithstanding the 
Company's decision or inability to, or not to, terminate the Employee for such 
violation, (iii) accepting employment with or serving as a consultant, advisor 
or in any other capacity to an employer that is in competition with or acting 
against the interests of the Company or any subsidiary, including employing or 
recruiting any present employee of the Company or any subsidiary for such 
competitor, (iv) disclosing or misusing any confidential information or material 
concerning the Company or any subsidiary, or (v) participating in a hostile 
takeover attempt of the Company, then the Committee, in its sole discretion, may 
cancel any unexpired or unpaid RSR at any time. 

4. The RSRs may not be transferred except by will or the laws of descent 
and distribution. 

5. The holder of RSRs shall not be entitled to any of the rights of a 
holder of the Common Stock with respect to the shares subject to such RSRs prior 
to the issuance of such shares pursuant to the Plan. However, during the 
Restricted Period, for each unvested share subject to an RSR, the Company will 
pay the Employee as additional income, less applicable taxes, an amount in cash 
equal to the cash dividend declared on a share of Common Stock of the Company 
during the Restricted Period on or about the date the Company pays such dividend 
to its stockholders of record. 

6. Any and all taxes required to be withheld by the Company as a result 
of the issuance of any shares pursuant to the RSRs shall be the sole 
responsibility of the Employee. 

7. Notice to the Company shall be addressed to the Company in care of the 
Shareholder Services Department at 2700 Sanders Road, Prospect Heights, Illinois 
60070 and notice to the Employee shall be addressed to him or her at the address 
as set forth on the cover sheet of this Agreement, or at such other address as 
either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this RSR agreement 
shall be subject to amendment by the Company from time to time to the extent 
permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

-10-
<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

RESTRICTED STOCK RIGHTS AGREEMENT 

THIS AGREEMENT, between HOUSEHOLD INTERNATIONAL, INC., a Delaware 
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corporation (the "Company"), and the employee referenced on the cover sheet to 
this Agreement (the "Employee"), is made pursuant to the Household International 
1996 Long-Term Executive Incentive Compensation Plan (the "Incentive Plan"). 
The terms of such agreement are as follows: 

1. The Company hereby grants to the Employee Restricted Stock Rights (the 
"RSRs"), which shall fully vest three(3) years from the date hereof (the 
"Restricted Period"), pursuant to the terms and conditions set forth herein and 
subject to the provisions set forth in the Incentive Plan but not subject to any 
provision of an Employment Agreement which may provide for more accelerated 
vesting. The RSRs entitle the Employee to receive the number of shares of 
Common Stock of the Company as set forth in the cover sheet to this Agreement. 

2. No shares may be issued under RSRs for one year from the date hereof, 
except in the case of certain terminations following a change in control as 
outlined below. After said one-year period, shares subject to RSRs will vest 
one-third on the second anniversary and an additional two-thirds on the third 
anniversary (the "Vesting Dates") from the grant date. On each Vesting Date an 
Employee shall be entitled to receive shares representing the vested RSRs, and 
the Company shall issue the appropriate number of vested shares (rounded down to 
the nearest whole share) registered in the name of the Employee or his or her 
estate or administrator, as deemed appropriate by the Company, provided the 
Employee has satisfied all tax obligations with respect to such shares as 
required herein. The unvested shares subject to such RSRs shall be forfeited 
and all rights of a holder of such RSRs and shares shall terminate without any 
payment of consideration by the Company if the Employee fails to remain 
continuously as an Employee of the Company or any subsidiary for the Restricted 
Period, except (i) the Compensation Committee of the Board of Directors (the 
"Committee"), in its sole discretion, may determine that full vesting is 
appropriate under the circumstances, (ii) full vesting of the shares subject to 
RSRs on his or her last day of employment will also occur if retirement occurs 
on or after age 65, and (iii) in the event that the employment of a holder of 
RSRs terminates by reason of death or permanent and total disability, such 
holder shall be entitled to receive the number of shares subject to the RSR 
multiplied by a fraction(x) the numerator of which shall be the number of full 
months between the date of grant of such RSR and the date of such termination of 
employment, and (y) the denominator of which shall be the number of full months 
in the Restricted Period; provided however, that any fractional share shall not 
be awarded. Any shares that the Employee is entitled to receive in accordance 
with the preceding sentence will be reduced by any shares that the Employee has 
already received because of vesting on the second anniversary of the grant date. 
An Employee shall not be deemed to have terminated his or her period of 
continuous employment with the Company if he or she leaves the employ of the 
Company or any subsidiary for immediate reemployment with the Company or any 
subsidiary. A holder of RSRs whose employment terminates for reasons other than 
those listed in this paragraph 2 or the following sentence will forfeit his or 
her unvested rights under any outstanding RSRs. This automatic forfeiture may be 
waived in whole or in part by the Committee in its sole discretion. If there is 
a change in control of the Company, no shares shall immediately vest despite any 
contrary provision in the Incentive Plan. Instead, unvested shares shall fully 
vest if within the 36 month period following a change in control, the Employee 
is terminated without cause for a reason other than death or total and permanent 
disability or the employee resigns because his or her responsibilities were 
substantially diminished, his or her salary (including potential bonus) was 
reduced or his or her retirement benefits were reduced and compensation 
equivalent in value was not substituted. 

-11-
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3. If it is determined that the Employee or former Employee, while 
employed by the Company or any subsidiary or otherwise associated with the 
Company or any subsidiary as a consultant, advisor or in another similar 
capacity, engaged at any time in any activity in competition with any activity 
of the Company or any subsidiary or inimical, contrary or harmful to the 
interests of the Company or any subsidiary including, but not limited to: (i) 
conduct related to the Employee's position for which either criminal or civil 
penalties against the Employee may be sought, (ii) violation of the Company's 
policies, notwithstanding the Company's decision or inability to, or not to, 
terminate the Employee for such violation, (iii) accepting employment with or 
serving as a consultant, advisor or in any other capacity to an employer that is 
in competition with or acting against the interests of the Company or any 
subsidiary, including employing or recruiting any present employee of the 
Company or any subsidiary for such competitor, (iv) disclosing or misusing any 
confidential information or material concerning the Company or any subsidiary, 
or (v) participating in a hostile takeover attempt of the Company, then the 
Committee, in its sole discretion, may cancel any unexpired or unpaid RSR at any 
time. 

4. The RSRs may not be transferred except by will or the laws of descent 
and distribution. 

5. The holder of RSRs shall not be entitled to any of the rights of a 
holder of the Common Stock with respect to the shares subject to such RSRs prior 
to the issuance of such shares pursuant to the Plan. However, during the 
Restricted Period, for each unvested share subject to an RSR, the Company will 
pay the Employee as additional income, less applicable taxes, an amount in cash 
equal to the cash dividend declared on a share of Common Stock of the Company 
during the Restricted Period on or about the date the Company pays such dividend 
to its stockholders of record. 

6. Any and all taxes required to be withheld by the Company as a result 
of the issuance of any shares pursuant to the RSRs shall be the sole 
responsibility of the Employee. 

7. Notice to the Company shall be addressed to the Company in care of the 
Shareholder Services Department at 2700 Sanders Road, Prospect Heights, Illinois 
60070 and notice to the Employee shall be addressed to him or her at the address 
as set forth on the cover sheet of this Agreement, or at such other address as 
either party may hereafter designate in writing to the other. 

8. Anything herein to the contrary notwithstanding, this RSR agreement 
shall be subject to amendment by the Company from time to time to the extent 
permitted by the Incentive Plan and is subject to the provisions of the 
Incentive Plan. 

</TEXT> 
</DOCUMENT> 
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Exhibit 10.15 

THIS AGREEMENT, made and entered into as of April 1, 1999 by and between 
Household International, Inc., a Delaware corporation, (hereinafter called the 
"Corporation") and Rocco J. Fabiano (hereinafter called the "Executive"). 

WITNESSETH THAT: 

WHEREAS, the Executive is currently employed under an employment agreement 
dated August 23, 1997; and 

WHEREAS, the Corporation desires to continue to employ the Executive as its 
Group Managing Director-Retail Finance, and the Executive desires to continue in 
such employment, on amended and restated terms and conditions; 

NOW, THEREFORE, the Corporation and the Executive, each intending to be 
legally bound, hereby mutually covenant and agree as follows: 

1. Employment and Term. 

(a) Employment. The Corporation shall continue to employ the 
Executive as the Group Managing Director-Retail Finance of the Corporation, and 
the Executive shall so serve, for the term set forth in Paragraph 1(b). 

(b) Term. The initial term of the Executive's employment under this 
Agreement shall commence as of April 1, 1999 (the "Effective Date") and end on 

September 30, 2000, subject to the extension of such term as hereinafter 
provided and subject to earlier termination as provided in Paragraph 7, below. 
Beginning on April 1, 1999, the term of this Agreement shall be extended 
automatically for one (1) additional day for each day which has then elapsed 
since April 1, 1999, unless, at any time after April 1, 1999, either the Board 
of Directors of the Corporation (the "Board"), on behalf of the Corporation, or 
the Executive gives written notice to the other that such automatic extension of 
the term of this Agreement shall cease. Any such notice shall be effective 
immediately upon delivery. The initial term of this Agreement, plus any 
extension by operation of this Paragraph 1, shall be hereinafter referred to as 
the "Term." 

2 0 Duties. During the period of employment as provided in Paragraph 1(b) 
hereof, the Executive shall serve as Group Managing Director-Retail Finance of 
the Corporation and have all powers and duties consistent with such position, 
subject to the reasonable direction of the Board and of the Chief Executive 
Officer of the Corporation. The Executive shall also continue to serve as a 
member of the Board if elected as such. The Executive shall devote 
substantially his entire time during reasonable business hours (reasonable sick 
leave and vacations excepted) and best efforts to fulfill faithfully, 
responsibly and to the best of his ability his duties hereunder. However, the 
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Executive may, with the approval of the Board or of the Chief Executive Officer 
of the Corporation, which 
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shall not be withheld unreasonably, serve on corporate, civic and/or charitable 
boards and committees. 

3. Salary. 

(a) Base Salary. For services performed by the Executive for the 
Corporation pursuant to this Agreement during the period of employment as 
provided in Paragraph l(b) hereof, the Corporation shall pay the Executive a 
base salary of $350,000 per year, payable in substantially equal installments in 
accordance with the Corporation's regular payroll practices. The Executive's 
base salary (with any increases under paragraph (b), below) shall not be 
subject to reduction. Any compensation which may be paid to the Executive under 
any additional compensation or incentive plan of the Corporation or which may be 
otherwise authorized from time to time by the Board (or an appropriate committee 
thereof) shall be in addition to the base salary to which the Executive shall be 
entitled under this Agreement. 

(b) Salary Increases. During the period of employment as provided in 
Paragraph l(b) hereof, the base salary of the Executive shall be reviewed no 
less frequently than annually by the Board or the Compensation Committee of the 
Board or the Chief Executive Officer of the Corporation to determine whether or 
not the same should be increased in light of the duties and responsibilities of 
the Executive and the performance thereof, and if it is determined that an 
increase is merited, such increase shall be promptly put into effect and the 
base salary of the Executive as so increased shall constitute the base salary of 
the Executive for purposes of Paragraph 3(a). 

4 0 Annual Bonuses. For each calendar year during the term of employment, 
the Executive shall be eligible to receive in cash an annual performance bonus 
based upon the terms of the Corporation's bonus plan from time to time for 
senior executives, as adopted by the Board and administered by the Compensation 
Committee. 

5. Equity Incentive Compensation. During the term of employment 
hereunder the Executive shall be eligible to participate, in the manner and to 
the extent approved by the Board or the Compensation Committee, in any 
equity-based incentive compensation plan or program approved by the Board from 
time to time, including (but not by way of limitation) any plan providing for 
the granting of (a) options to purchase stock of the Corporation, (b) restricted 
stock of the Corporation or (c) similar equity-based units or interests, with 
awards to the Executive that are of appropriate size and nature relative to 
those for other senior executives and the individual performance of the 
Executive. 

6. Other Benefits. In addition to the compensation described in 
Paragraphs 3, 4 and 5, above, the Executive shall also be entitled to 
participate in all of the various retirement, welfare, fringe benefit, executive 
perquisite, and expense reimbursement plans, programs and arrangements of the 
Corporation to the extent the Executive is eligible for participation under the 
terms of such plans, programs and arrangements, with benefit levels and terms of 
participation at least as favorable to the Executive as those in effect on the 
Effective Date, except that the Executive's benefits and/or perquisites may be 
reduced in connection with similar reductions uniformly applied with respect to 
all similarly situated employees. 
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7. Termination. Unless earlier terminated in accordance with the 
following provisions of this Paragraph 7, the Corporation shall continue to 
employ the Executive and the Executive shall remain employed by the Corporation 
during the entire term of this Agreement as set forth in Paragraph 1(b). 
Paragraph 9 hereof sets forth certain obligations of the Corporation in the 
event that the Executive's employment hereunder is terminated. Certain 
capitalized terms used in this Paragraph 7 and in Paragraphs 8 and 9 hereof are 
defined in Paragraph 7(d), below. 

(a) Death or Disability. Except to the extent otherwise provided in 
Paragraph 9 with respect to certain post-Date of Termination payment obligations 
of the Corporation, this Agreement shall terminate immediately as of the Date of 
Termination in the event of the Executive's death or in the event that the 
Executive becomes disabled. The Executive will be deemed to be disabled upon 
the earlier of (i) the end of a six (6)-consecutive month period during which, 
by reason of physical or mental injury or disease, the Executive has been unable 
to perform substantially all of his usual and customary duties under this 
Agreement or (ii) the date that a reputable physician selected by the Board, and 
as to whom the Executive has no reasonable objection, determines in writing that 
the Executive will, by reason of physical or mental injury or disease, be unable 
to perform substantially all of the Executive's usual and customary duties under 
this Agreement for a period of at least six (6) consecutive months. If any 
question arises as to whether the Executive is disabled, upon reasonable request 
therefor by the Board, the Executive shall submit to reasonable medical 
examination for the purpose of determining the existence, nature and extent of 
any such disability. The Board shall promptly give the Executive written notice 
of any such determination of the Executive's disability and of any decision of 
the Board to terminate the Executive's employment by reason thereof. Until the 
Date of Termination for disability, the base salary payable to the Executive 
under Paragraph 3 hereof shall be reduced dollar-for-dollar by the amount of any 
disability benefits paid to the Executive in accordance with any disability 
policy or program of the Corporation. 

(b) Discharge for Cause. In accordance with the procedures 
hereinafter set forth, the Board may discharge the Executive from his employment 
hereunder for Cause. Except to the extent otherwise provided in Paragraph 9 with 
respect to certain post-Date of Termination obligations of the Corporation, this 
Agreement shall terminate immediately as of the Date of Termination in the event 
the Executive is discharged for Cause. Any discharge of the Executive for Cause 
shall be communicated by a Notice of Termination to the Executive given in 
accordance with Paragraph 16 of this Agreement. For purposes of this Agreement, 
a "Notice of Termination" means a written notice which (i) indicates the 
specific termination provision in this Agreement relied upon, (ii) sets forth in 
reasonable detail the facts and circumstances claimed to provide a basis for 
termination of the Executive's employment under the provision so indicated and 
(iii) specifies the termination date, which may be as early as the date of the 
giving of such notice. No purported termination of the Executive's employment 
for Cause shall be effective without a Notice of Termination. 
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(c) Termination for Other Reasons. The Corporation may discharge the 
Executive without Cause by giving written notice to the Executive in accordance 
with Paragraph 16 at least fifteen (15) days prior to the Date of Termination. 
The Executive may resign from his employment, without liability to the 
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Corporation, by giving written notice to the Corporation in accordance with 
Paragraph 16 at least fifteen (15) days prior to the Date of Termination. 
Except to the extent otherwise provided in Paragraph 9 with respect to certain 
post-Date of Termination obligations of the Corporation, this Agreement shall 
terminate immediately as of the Date of Termination in the event the Executive 
is discharged without Cause or resigns. 

(d) Definitions. For purposes of this Agreement, the following 
capitalized terms shall have the meanings set forth below: 

(i) "Accrued Obligations" shall mean, as of the Date of 
Termination, the sum of (A) the Executive's base salary under Paragraph 3 
through the Date of Termination to the extent not theretofore paid, (B) the 
amount of any bonus, incentive compensation, deferred compensation and other 
cash compensation accrued by the Executive as of the Date of Termination to the 
extent not theretofore paid and (C) any vacation pay, expense reimbursements and 
other cash entitlements accrued by the Executive as of the Date of Termination 
to the extent not theretofore paid. For the purpose of this Paragraph 7(d) (i), 
amounts shall be deemed to accrue ratably over the period during which they are 
earned, but no discretionary compensation shall be deemed earned or accrued 
until it is specifically approved by the Board or the Compensation Committee in 
accordance with the applicable plan, program or policy. 

(ii) "Cause" shall mean: (A) the Executive's commission of an 
act materially and demonstrably detrimental to the financial condition and/or 
goodwill of the Corporation or any of its subsidiaries, which act constitutes 
gross negligence or willful misconduct by the Executive in the performance of 
his material duties to the Corporation or any of its subsidiaries, or (B) the 
Executive's commission of any material act of dishonesty or breach of trust 
resulting or intended to result in material personal gain or enrichment of the 
Executive at the expense of the Corporation or any of its subsidiaries, or (C) 
the Executive's conviction of a felony involving moral turpitude, but 
specifically excluding any conviction based entirely on vicarious liability. No 
act or failure to act will be considered "willful" unless it is done, or omitted 
to be done, by the Executive in bad faith or without reasonable belief that his 
action or omission was in the best interests of the Corporation. In addition, no 
act or omission will constitute Cause unless the Corporation has given detailed 
written notice thereof to the Executive and, where remedial action is feasible, 
he then fails to remedy the act or omission within a reasonable time after 
receiving such notice. 

(iii) A "Change in Control" shall be deemed to have occurred if: 

(A) Any "person" (as defined in Section 13(d) and 14(d) of the 
Securities Exchange Act of 1934, as amended (the "Exchange Act")), excluding for 
this purpose the Corporation or any subsidiary of the Corporation, or any 
employee benefit plan of the Corporation or any subsidiary of the Corporation, 
or any person or entity organized, 
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appointed or established by the Corporation for or pursuant to the terms of such 
plan which acquires beneficial ownership of voting securities of the 
Corporation, is or becomes the "beneficial owner" (as defined in Rule 13d-3 
under the Exchange Act) directly or indirectly of securities of the Corporation 
representing twenty percent (20%) or more of the combined voting power of the 
Corporation's then outstanding securities; provided, however, that no Change in 
Control shall be deemed to have occurred as the result of an acquisition of 
securities of the Corporation by the Corporation which, by reducing the number 
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of voting securities outstanding, increases the direct or indirect beneficial 
ownership interest of any person to twenty percent (20%) or more of the combined 
voting power of the Corporation's then outstanding securities, but any 
subsequent increase in the direct or indirect beneficial ownership interest of 
such a person in the Corporation shall be deemed a Change in Control; and 
provided further that if the Board of Directors of the Corporation determines in 
good faith that a person who has become the beneficial owner directly or 
indirectly of securities of the Corporation representing twenty percent (20%) or 
more of the combined voting power of the Corporation's then outstanding 
securities has inadvertently reached that level of ownership interest, and if 
such person divests as promptly as practicable a sufficient amount of securities 
of the Corporation so that the person no longer has a direct or indirect 
beneficial ownership interest in twenty percent (20%) or more of the combined 
voting power of the Corporation's then outstanding securities, then no Change in 
Control shall be deemed to have occurred; 

(B) During any period of two (2) consecutive years (not including 
any period prior to the Effective Date of this Agreement), individuals who at 
the beginning of such two-year period constitute the Board of Directors of the 
Corporation and any new director or directors (except for any director 
designated by a person who has entered into an agreement with the Corporation to 
effect a transaction described in subparagraph (A), above, or subparagraph (C), 
below) whose election by the Board or nomination for election by the 
Corporation's shareholders was approved by a vote of at least two-thirds of the 
directors then still in office who either were directors at the beginning of the 
period or whose election or nomination for election was previously so approved, 
cease for any reason to constitute at least a majority of the Board (such 
individuals and any such new directors being referred to as the "Incumbent 
Board"); or 

(C) Consummation of (1) an agreement for the sale or disposition 
of the Corporation or all or substantially all of the Corporation's assets, (2) 
a plan of merger or consolidation of the Corporation with any other corporation, 
or (3) a similar transaction or series of transactions involving the Corporation 
(any transaction described in parts (1) through (3) of this subparagraph (C) 
being referred to as a "Business Combination"), in each case unless after such a 
Business Combination (x) the shareholders of the Corporation immediately prior 
to the Business Combination continue to own, directly or indirectly, more than 
sixty percent (60%) of the combined voting power of the then outstanding voting 
securities entitled to vote generally in the election of directors of the new 
(or continued) entity (including, but not by way of limitation, an entity which 
as a result of such transaction owns the Corporation or all or substantially all 
of the Corporation's former assets either directly or through one or more 
subsidiaries) immediately after such Business Combination, in substantially the 
same proportion as their ownership of the Corporation immediately prior 
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to such Business Combination, (y) no person (excluding any entity resulting from 
such Business Combination or any employee benefit plan (or related trust) of the 
Corporation or of such entity resulting from such Business Combination) 
beneficially owns, directly or indirectly, twenty percent (20%) or more of the 
then combined voting power of the then outstanding voting securities of such 
entity, except to the extent that such ownership existed prior to the Business 
Combination, and (z) at least a majority of the members of the board of 
directors of the entity resulting from such Business Combination were members of 
the Incumbent Board at the time of the execution of the initial agreement, or of 
the action of the Board, providing for such Business Combination; or 
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Any other provision of this Agreement to the contrary 
notwithstanding, a "Change in Control" shall not include any transaction 
described in subparagraph (A) or (C), above, where, in connection with such 
transaction, the Executive and/or any party acting in concert with the Executive 
substantially increases his or its, as the case may be, ownership interest in 
the Corporation or a successor to the Corporation (other than through conversion 
of prior ownership interests in the Corporation and/or through equity awards 
received entirely as compensation for past or future personal services). 

(iv) "Date of Termination" shall mean (A) in the event of a 
discharge of the Executive by the Board for Cause, the date specified in such 
Notice of Termination, (B) in the event of a discharge of the Executive without 
Cause or a resignation by the Executive, the date specified in the written 
notice to the Executive (in the case of discharge) or the Corporation (in the 
case of resignation), which date shall be no less than fifteen (15) days from 
the date of such written notice, (C) in the event of the Executive's death, the 
date of the Executive's death, and (D) in the event of termination of the 
Executive's employment by reason of disability pursuant to Paragraph 7(a), the 
date the Executive receives written notice of such termination. 

(v) "Good Reason" shall mean any of the following without the 
consent of the Executive: (A) the failure to re-elect the Executive as Group 
Managing Director-Retail Finance, (B) assignment of duties inconsistent with the 
Executive's position, authority, duties or responsibilities, or any other action 
by the Corporation which results in a substantial diminution of such position, 
authority, duties or responsibilities, other than an isolated, insubstantial and 
inadvertent action not taken in bad faith and which is remedied by the 
Corporation promptly after receipt of notice thereof given by the Executive, (C) 
any failure by the Corporation to comply with any of the provisions of this 
Agreement, including (but not by way of limitation) those provisions regarding 
compensation and benefits, other than an isolated, insubstantial and inadvertent 
action not taken in bad faith and which is remedied by the Corporation promptly 
after receipt of notice thereof given by the Executive, or (D) the Corporation 
giving notice to the Executive to stop further operation of the evergreen 
feature described in Paragraph l(b), above. However, during the period of three 
(3) years after a Change in Control, "Good Reason" shall also include the 
Executive being reassigned, without the Executive's consent, to an office 
location outside of the San Diego, 
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California metropolitan area. In addition, termination by the Executive for any 
reason during the sixty (60)-day period which begins six (6) months after a 
Change in Control shall be deemed to be a termination for Good Reason; provided, 
however, that if the Executive dies after a Change in Control but less than six 
(6) months after a Change in Control, the Executive will be deemed to have 
terminated employment for Good Reason six (6) months after the Change in 
Control. 

(vi) "Qualifying Termination" shall mean termination of the 
Executive's employment under this Agreement (A) by reason of the discharge of 
the Executive by the Corporation other than for Cause or disability or (B) by 
reason of the resignation of the Executive for Good Reason within six (6) months 
after an event constituting Good Reason or (C) in accordance with the last 
sentence of the definition of Good Reason in subparagraph (v), above. 
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8. Vesting of Equity Awards Upon a Change in Control. Immediately upon 
the Change in Control, all stock options, restricted stock and other equity 
awards previously made to the Executive which are not otherwise vested shall 
vest in full, and all such options shall remain exercisable for the period 
provided for the applicable plan or award agreement. 

9. Obligations of the Corporation Upon Termination. The following 
provisions describe the obligations of the Corporation to the Executive under 
this Agreement upon termination of his employment. However, except as 
explicitly provided in this Agreement, nothing in this Agreement shall limit or 
otherwise adversely affect any rights which the Executive may have under 
applicable law, under any other agreement with the Corporation or any of its 
subsidiaries, or under any compensation or benefit plan, program, policy or 
practice of the Corporation or any of its subsidiaries. 

(a) Death, Disability, Discharge for Cause, or Resignation Without 
Good Reason. In the event this Agreement terminates by reason of the death or 
disability of the Executive, or by reason of the discharge of the Executive by 
the Corporation for Cause, or by reason of the resignation of the Executive 
other than for Good Reason, the Corporation shall pay to the Executive, or his 
heirs or estate, in the event of the Executive's death, all Accrued Obligations 
in a lump sum within thirty (30) days after the Date of Termination; provided, 
however, that any portion of the Accrued Obligations which consists of bonus, 
deferred compensation, or incentive compensation shall be determined and paid in 
accordance with the terms of the relevant plan as applicable to the Executive. 

(b) Death, Disability or Retirement. In the event that Executive's 
employment is terminated by death, disability or retirement under a retirement 
plan of the Corporation, the Executive shall be entitled to receive, in addition 
to the compensation and benefits described in paragraph (a), above, a pro rata 
cash bonus for the year in which the Date of Termination occurs, determined and 
paid in accordance with the terms of the then current annual bonus plan 
applicable to the Executive. 

(c) Qualifying Termination Without a Change in Control. In the event 
of a Qualifying Termination without a Change in Control, the Executive shall, 
upon executing 
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and delivering a release of liability satisfactory to the Corporation, receive 
the following benefits: 

(i) Payment of all Accrued Obligations in a lump sum within 
thirty (30) days after the Date of Termination; provided, however, that any 
portion of the Accrued Obligations which consists of bonus, deferred 
compensation or incentive compensation shall be determined and paid in 
accordance with the terms of the relevant plan as applicable to the Executive, 

(ii) Payment in a lump sum within thirty (30) days after the 
Date of Termination of a salary replacement amount equal to one hundred fifty 
percent (150%) of the Executive's base salary as in effect prior to the 
termination, 

(iii) Payment in a lump sum within thirty (30) days after the 
Date of Termination of a bonus replacement amount equal to one hundred fifty 
percent (150%) of the average of the annual bonuses payable to the Executive for 
the three (3) years preceding the year in which the Date of Termination occurs, 
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(iv) Continuation, for a period of eighteen (18) months after 
the Date of Termination, of health insurance benefits under the Consolidated 
Omnibus Budget Reconciliation Act ("COBRA") with the cost of such benefits to be 
paid by the Corporation, but such benefits may be discontinued earlier to the 
extent that the Executive becomes entitled to comparable benefits from a 
subsequent employer, 

(v) Immediate pro rata vesting of all stock options, restricted 
stock and other equity or incentive compensation awards to the Executive which 
are not otherwise fully vested, with all options to remain exercisable for the 
period provided for in the applicable plan or award agreement. The proration of 
each award shall be done by multiplying the full award by a fraction, the 
numerator of which shall be the number of full months between the date of grant 
and the Date of Termination, and the denominator of which shall be the number of 
full months in the period of employment required for full vesting under the 
original terms of the award, and 

(vi) Outplacement services, at the expense of the Corporation, 
from a provider reasonably selected by the Executive. 

In addition, the Executive may, in the discretion of the Compensation Committee, 
be awarded a pro rata cash bonus for the year in which the Date of Termination 
occurs. 

(d) Qualifying Termination After a Change in Control. In the event 
of a Qualifying Termination within three (3) years after a Change in Control, 
the Executive shall receive, in addition to the compensation and benefits 
described in subparagraphs (c) (i) and (c) (vi), above, the following benefits: 
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(i) A pro rata cash bonus for the year in which the Date of 
Termination occurs, determined and paid in accordance with the terms of the then 
current annual bonus plan applicable to the Executive, 

(ii) Payment in a lump sum within thirty (30) days after the 
Date of Termination of a salary replacement amount equal to three hundred 
percent (300%) of the Executive's base salary as in effect prior to the 
termination, 

(iii) Payment in a lump sum within thirty (30) days after the 
Date of Termination of a bonus replacement amount equal to three hundred percent 
(300%) of the highest of the annual bonuses payable to the Executive for the 
three (3) years preceding the year in which the Date of Termination occurs, 

(iv) Continuation, for a period of three (3) years after the 
Date of Termination, of the following welfare benefits and senior executive 
perquisites on terms at least as favorable to the Executive as those which would 
have been provided if the Executive's employment had continued for that time 
pursuant to this Agreement: medical and dental benefits, life and disability 
insurance, executive physical examinations, and automobile and financial 
counseling allowances, with the cost of such benefits to be paid by the 
Corporation. To the extent the Corporation is unable to provide comparable 
insurance for reasons other than cost, the Corporation may provide a lesser 
level or no coverage and compensate the Executive for the difference in coverage 
through a cash lump sum payment grossed up for taxes. This payment will be tied 
to the cost of an individual insurance policy if it were assumed to be 
available, 
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(v) Immediate vesting of the Executive's interests in all non-
qualified or supplemental retirement plans in which the Executive participates 
(including, but not by way of limitation, supplemental Section 401(k) plans), 
calculated on the basis of the Executive's actual period of service plus three 
(3) years, giving effect for that additional period to the salary replacement 
and bonus replacement amounts described in subparagraphs (ii) and (iii), above, 
and taking into account the maximum matching contributions by the Corporation 
under qualified and supplemental Section 401(k) plans. 

(e) Termination of Employment Prior to Change in Control. Anything 
in this Agreement to the contrary notwithstanding, if a Change in Control occurs 
and if the Executive's employment with the Corporation is terminated within six 
(6) months prior to the date on which the Change in Control occurs, and if it is 
reasonably demonstrated by the Executive that such termination of employment (i) 
was at the request of a third party who was taking steps reasonably calculated 
to effect a Change in Control or (ii) otherwise arose in connection with or in 
anticipation of a Change in Control, then for all purposes of this Agreement the 
termination of the Executive's employment shall be deemed to have occurred 
immediately after the Change in Control. 

10. Certain Additional Payments by the Corporation. 
agrees that: 
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The Corporation 

(a) Anything in this Agreement to the contrary notwithstanding, in the 
event it shall be determined that any payment or distribution by the Corporation 
to or for the benefit of the Executive (whether paid or payable or distributed 
or distributable pursuant to the terms of this Agreement or otherwise, but 
determined without regard to any additional payments required under this 
Paragraph 10) (a "Payment") would be subject to the excise tax imposed by 
Section 4999 of the Internal Revenue Code of 1986, as amended, (the "Code") or 
if any interest or penalties are incurred by the Executive with respect to such 
excise tax (such excise tax, together with any such interest and penalties, 
being hereinafter collectively referred to as the "Excise Tax"), then the 
Executive shall be entitled to receive an additional payment (a "Gross-Up 
Payment") in an amount such that, after payment by the Executive of all taxes 
(including any interest or penalties imposed with respect to such taxes), 
including, without limitation, any income taxes (and any interest and penalties 
imposed with respect thereto) and Excise Tax imposed upon the Gross-Up Payment, 
the Executive retains an amount of the Gross-Up Payment equal to the Excise Tax 
imposed upon the Payment. 

(b) Subject to the provisions of paragraph (c), below, all 
determinations required to be made under this Paragraph 10, including whether 
and when a Gross-Up Payment is required and the amount of such Gross-Up Payment 
and the assumptions to be utilized in arriving at such determination, shall be 
made by the accounting firm which is then serving as the auditors for the 
Corporation (the "Accounting Firm"), which shall provide detailed supporting 
calculations both to the Corporation and the Executive within fifteen (15) 
business days of the receipt of notice from the Executive that there has been a 
Payment, or such earlier time as is requested by the Corporation. In the event 
that the Accounting Firm is serving as accountant or auditor for the individual, 
entity or group effecting the Change in Control, the Executive shall appoint 
another nationally recognized accounting firm to make the determinations 
required hereunder (which accounting firm shall then be referred to as the 
Accounting Firm hereunder) . All fees and expenses of the Accounting Firm shall 
be borne solely by the Corporation. Any Gross-Up Payment, as determined 
pursuant to this Paragraph 10, shall be paid by the Corporation to the Executive 
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within five (5) days of the receipt of the Accounting Firm's determination. If 
the Accounting Firm determines that no Excise Tax is payable by the Executive, 
it shall furnish the Executive with a written opinion that failure to report the 
Excise Tax on the Executive's applicable federal income tax return would not 
result in the imposition of a negligence or similar penalty. Any good faith 
determination by the Accounting Firm shall be binding upon the Corporation and 
the Executive. As a result of the uncertainty in the application of Section 
4999 of the Code at the time of the initial determination by the Accounting Firm 
hereunder, it is possible that Gross-Up Payments which will not have been made 
by the Corporation should have been made ("Underpayment"), consistent with the 
calculations required to be made hereunder. In the event that the Corporation 
exhausts its remedies pursuant to paragraph (c), below, and the Executive 
thereafter is required to make a payment of any Excise Tax, the Accounting Firm 
shall determine the amount of the Underpayment that has occurred and any such 
Underpayment shall be promptly paid by the Corporation to or for the benefit of 
the Executive. 

(c) The Executive shall notify the Corporation in writing of any claim 
by the Internal Revenue Service that, if successful, would require the payment 
by the 
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Corporation of a Gross-Up Payment. Such notification shall be given as 
soon as practicable but no later than fifteen (15) business days after the 
Executive is informed in writing of such claim and shall apprise the Corporation 
of the nature of such claim and the date on which such claim is requested to be 
paid. The Executive shall not pay such claim prior to the expiration of the 
thirty (30)-day period following the date on which Executive gives such notice 
to the Corporation (or such shorter period ending on the date that any payment 
of taxes with respect to such claim is due). If the Corporation notifies the 
Executive in writing prior to the expiration of such period that it desires to 
contest such claim, the Executive shall: 

(i) Give the Corporation any information reasonably requested 
by the Corporation relating to such claim, 

(ii) Take such action in connection with contesting such claim 
as the Corporation shall reasonably request in writing from time to time, 
including, without limitation, accepting legal representation with respect to 
such claim by an attorney reasonably selected by the Corporation, 

(iii) Cooperate with the Corporation in good faith in order 
effectively to contest such claim, and 

(iv) Permit the Corporation to participate in any proceedings 
relating to such claim; 

provided, however, that the Corporation shall bear and pay directly all costs 
and expenses (including additional interest and penalties) incurred in 
connection with such contest and shall indemnify and hold the Executive 
harmless, on an after-tax basis, for any Excise Tax or income tax (including 
interest and penalties with respect thereto) imposed as a result of such 
representation and payment of costs and expenses. Without limiting the foregoing 
provisions of this paragraph (c), the Corporation shall control all proceedings 
taken in connection with such contest and, at its sole option, may pursue or 
forego any and all administrative appeals, proceedings, hearings and conferences 
with the taxing authority in respect of such claim and may, at its sole option, 
either direct the Executive to pay the tax claimed and sue for a refund or 
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contest the claim in any permissible manner; and the Executive agrees to 
prosecute such contest to a determination before any administrative tribunal, in 
a court of initial jurisdiction and in one or more appellate courts, as the 
Corporation shall determine; provided, however, that if the Corporation directs 
the Executive to pay such claim and sue for a refund, the Corporation shall 
advance the amount of such payment to the Executive on an interest-free basis 
and shall indemnify and hold the Executive harmless, on an after-tax basis, from 
any Excise Tax or income tax (including interest or penalties with respect 
thereto) imposed with respect to such advance or with respect to any imputed 
income with respect to such advance; and further provided that any extension of 
the statute of limitations relating to payment of taxes for the taxable year of 
the Executive with respect to which such contested amount is claimed to be due 
is limited solely to such contested amount. Furthermore, the Corporation's 
control of the contest shall be limited to issues with respect to which a Gross
Up Payment would be payable hereunder and the Executive shall be entitled to 
settle or contest, as the 
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case may be, any other issue raised by the Internal Revenue Service or any other 
taxing authority. 

(d) If, after the receipt by the Executive of an amount advanced by 
the Corporation pursuant to paragraph (c), above, the Executive becomes entitled 
to receive any refund with respect to such claim, the Executive shall (subject 
to the Corporation's complying with the requirements of said paragraph (c)) 
promptly pay to the Corporation the amount of such refund (together with any 
interest paid or credited thereon, after taxes applicable thereto). If, after 
the receipt by the Executive of an amount advanced by the Corporation pursuant 
to said paragraph (c), a determination is made that the Executive shall not be 
entitled to any refund with respect to such claim and the Corporation does not 
notify the Executive in writing of its intent to contest such denial of refund 
prior to the expiration of thirty (30) days after such determination, then such 
advance shall be forgiven and shall not be required to be repaid; and the amount 
of such advance shall offset, to the extent thereof, the amount of the Gross-Up 
Payment required to be paid. 

11. No Set-Off or Mitigation. The Corporation's obligation to make the 
payments provided for in this Agreement and otherwise to perform its obligations 
hereunder shall not be affected by any set-off, counterclaim, recoupment, 
defense or other claim, right or action which the Corporation may have against 
the Executive or others. In no event shall the Executive be obligated to seek 
other employment or take any other action by way of mitigation of the amounts 
payable to the Executive under any of the provisions of this Agreement, and such 
amounts shall not be reduced whether or not the Executive obtains other 
employment. 

12. Payment of Certain Expenses. The Corporation agrees to pay promptly 
as incurred, to the fullest extent permitted by law, all legal fees and expenses 
which the Executive may reasonably incur as a result of any contest by the 
Corporation, the Executive or others of the validity or enforceability of, or 
liability under, any provision of this Agreement (including as a result of any 
contest initiated by the Executive about the amount of any payment due pursuant 
to this Agreement), plus in each case interest on any delayed payment at the 
applicable federal rate provided for in Section 7872 (f) (2) (A) of the Code; 
provided, however, that the Corporation shall not be obligated to make such 
payment with respect to any contest in which the Corporation prevails over the 
Executive. 
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13. Indemnification. To the full extent permitted by law, the Corporation 
shall, both during and after the term of the Executive's employment, indemnify 
the Executive (including the advancement of expenses) for any judgments, fines, 
amounts paid in settlement and reasonable expenses, including attorneys' fees, 
incurred by the Executive in connection with the defense of any lawsuit or other 
claim to which he is made a party by reason of being (or having been) an 
officer, director or employee of the Corporation or any of its subsidiaries. In 
addition, the Executive shall be covered, both during and after the term of the 
Executive's employment, by director and officer liability insurance to the 
maximum extent that such insurance covers any officer or director (or former 
officer or director) of the Corporation. 
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14. Confidentiality. During and after the period of employment with the 
Corporation, the Executive shall not, without prior written consent from the 
Chief Executive Officer or the General Counsel of the Corporation directly or 
indirectly disclose to any individual, corporation or other entity, other than 
to the Corporation or any subsidiary or affiliate thereof or their officers, 
directors or employees entitled to such information or any other person or 
entity to whom such information is disclosed in the normal course of the 
business of the Corporation) or use for the Executive's own benefit or for the 
benefit of any such individual, corporation or other entity, any Confidential 
Information of the Corporation. For purposes of this Agreement, "Confidential 
Information" is information relating to the business of the Corporation or its 
subsidiaries or affiliates (a) which is not generally known to the public or in 
the industry, (b) which has been treated by the Corporation and its subsidiaries 
and affiliates as confidential or proprietary, (c) which provides the 
Corporation or its subsidiaries or affiliates with a competitive advantage, and 
(d) in the confidentiality of which the Corporation has a legally protectable 
interest. Confidential Information which becomes generally known to the public 
or in the industry, or in the confidentiality of which the Corporation and its 
subsidiaries and affiliates cease to have a legally protectable interest, shall 
cease to be subject to the restrictions of this Paragraph 14. 

15. Binding Effect. This Agreement shall be binding upon and inure to the 
benefit of the heirs and representatives of the Executive and the successors and 
assigns of the Corporation. The Corporation shall require any successor 
(whether direct or indirect, by purchase, merger, reorganization, consolidation, 
acquisition of property or stock, liquidation, or otherwise) to all or a 
substantial portion of its assets, by agreement in form and substance reasonably 
satisfactory to the Executive, expressly to assume and agree to perform this 
Agreement in the same manner and to the same extent that the Corporation would 
be required to perform this Agreement if no such succession had taken place. 
Regardless of whether such an agreement is executed, this Agreement shall be 
binding upon any successor of the Corporation in accordance with the operation 
of law, and such successor shall be deemed the "Corporation" for purposes of 
this Agreement. 

16. Notices. All notices, requests, demands and other communications 
hereunder shall be in writing and shall be deemed to have been duly given if 
delivered by hand or by recognized commercial delivery service or if mailed 
within the continental United States by first class certified mail, return 
receipt requested, postage prepaid, addressed as follows: 

13 
<PAGE> 

(1) If to the Board or the Corporation, to: 
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Household International, Inc. 
2700 Sanders Road 
Prospect Heights, Illinois 60070 
Attention: Senior Vice President-Human Resources 

(2) If to the Executive, to: 

Rocco J. Fabiano 
1646 Lugano Lane 
Del Mar, California 92014 

Page 13 of 16 

Such addresses may be changed by written notice sent to the other party at the 
last recorded address of that party. 

17. Tax Withholding. The Corporation shall provide for the withholding of 
any taxes required to be withheld by federal, state, or local law with respect 
to any payment in cash, shares of stock and/or other property made by or on 
behalf of the Corporation to or for the benefit of the Executive under this 
Agreement or otherwise. The Corporation may, at its option: (a) withhold such 
taxes from any cash payments owing from the Corporation to the Executive, (b) 
require the Executive to pay to the Corporation in cash such amount as may be 
required to satisfy such withholding obligations and/or (c) make other 
satisfactory arrangements with the Executive to satisfy such withholding 
obligations. 

18. Arbitration. Except as to any controversy or claim which the 
Executive elects, by written notice to the Corporation, to have adjudicated by a 
court of competent jurisdiction, any controversy or claim arising out of or 
relating to this Agreement or the breach hereof shall be settled by arbitration 
in accordance with the laws of the State of Illinois, except for the provisions 
of paragraph 23 where the laws of the State of California shall apply. The 
arbitration shall be conducted in accordance with the rules of the American 
Arbitration Association. The costs and expenses of the arbitrator(s) shall be 
borne by the Corporation. The award of the arbitrator(s) shall be binding upon 
the parties. Judgment upon the award rendered by the arbitrator(s) may be 
entered in any court having jurisdiction. In those cases where money damages 
may not be a sufficient remedy for any breach of this Agreement, the Corporation 
and the Executive shall be entitled to equitable relief, including injunction, 
in addition to all other remedies available at law or equity to the Corporation 
and the Executive. 

19. No Assignment. Except as otherwise expressly provided herein, this 
Agreement is not assignable by any party and no payment to be made hereunder 
shall be subject to anticipation, alienation, sale, transfer, assignment, 
pledge, encumbrance or other charge. 

14 
<PAGE> 

20. Execution in Counterparts. This Agreement may be executed by the 
parties hereto in two (2) or more counterparts, each of which shall be deemed to 
be an original, but all such counterparts shall constitute one and the same 
instrument, and all signatures need not appear on any one counterpart. 

21. Jurisdiction and Governing Law. Other than the conflict of laws 
provisions of such laws, this Agreement shall be construed and interpreted in 
accordance with and governed by the laws of the State of Illinois, except for 
the provision of paragraph 23 where the laws of the State of California shall 
apply. 
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22. Severability. If any provision of this Agreement shall be adjudged by 
any court of competent jurisdiction to be invalid or unenforceable for any 
reason, such judgment shall not affect, impair or invalidate the remainder of 
this Agreement. Furthermore, if the scope of any restriction or requirement 
contained in this Agreement is too broad to permit enforcement of such 
restriction or requirement to its full extent, then such restriction or 
requirement shall be enforced to the maximum extent permitted by law, and the 
Executive consents and agrees that any court of competent jurisdiction may so 
modify such scope in any proceeding brought to enforce such restriction or 
requirement. 

23. Non-Competition After Sale. In consideration of the fact that a 
subsidiary of the Corporation purchased all of the Executive's shares of ACC 
Consumer Finance Corporation on October 21, 1997, the Executive agrees that 
during the 3 year period ending on October 20, 2000, the Executive will not 
invest or engage in any business which is principally a sub-prime consumer auto 
lender (a "Competitor") within the United States or Canada or accept employment 
with or render services to any Competitor within the United States or Canada and 
during the 2 year period commencing October 21, 2000, the Executive will not 
invest or engage in any business which is a Competitor within the United States 
or Canada or accept employment with or render services to any Competitor within 
the United States or Canada unless that Competitor has been in existence and 
operating for more than three (3) years at that time. For the period ending one 
(1) year after the date of termination, the Executive will not solicit to hire 
any employee of the Corporation or its subsidiaries which would result in a 
termination of his or her employment with the Corporation or any of its 
subsidiaries in order to join any company or organization in which the Executive 
has an interest, financially or otherwise. The provisions of this paragraph 
shall terminate upon a Change in Control. 

24. Prior Understandings. This Agreement embodies the entire 
understanding of the parties hereto and supersedes all other oral or written 
agreements or understandings between them regarding the subject matter hereof, 
including but not by way of limitation the Employment Agreement dated August 23, 
1997 between the Executive and ACC Consumer Finance Corporation (now known as 
Household Automotive Finance Corporation), a subsidiary of the Corporation, and 
any other employment agreement entered into by and between the Executive and ACC 
Consumer Finance and American Credit Corporation and/or any subsidiary or 
affiliate thereof, including the agreement dated November 1, 1995. No change, 
alteration or modification hereof may be made except in a writing, signed by 
each of the parties hereto. The headings in this Agreement are for convenience 
of reference only and shall not be construed as part of this Agreement or to 
limit or otherwise affect the meaning hereof. 

15 
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this 
Agreement as of the day and year first above written. 

Attest: HOUSEHOLD INTERNATIONAL, INC. 

/s/ Kenneth H. Robin By: /s/ William F. Aldinger 

Kenneth H. Robin Title: Chairman and Chief Executive Officer 
Senior Vice President-General 
Counsel and Corporate Secretary 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015581 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 75 of 148 PageID #:80273



<PAGE> 

/s/ Rocco J. Fabiano 

Rocco J. Fabiano 

16 

HOUSEHOLD INTERNATIONAL, INC. 

AMENDMENT TO 
EMPLOYMENT AGREEMENT 

Page 15 of 16 

This AMENDMENT TO EMPLOYMENT AGREEMENT is made effective as of April 1, 
1999, by and between Household International, Inc. a Delaware corporation (the 
"Corporation"), a Delaware corporation and (the "Executive"). 

WHEREAS, the Corporation and Executive entered into a Employment Agreement 
dated as of April 1, 1999 (hereinafter referred to as the "Agreement"); and 

WHEREAS, the Corporation and Executive deem it desirable to set forth more 
clearly certain continuing obligations under the Agreement; 

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants 
contained in the Agreement, the Corporation and Executive agree as follows: 

1. The Agreement shall be amended by adding at the end of Paragraph 7 
thereof the following Paragraph 7(e): 

"(e). Continuing Obligations. Notwithstanding the termination of 
this Agreement pursuant to Paragraph 7(a), 7(b) or 7(c) above, or upon 
the expiration of the term described in Paragraph 1 above, the 
respective covenants, agreements and obligations of the Corporation 
and the Executive set forth hereinafter shall continue." 

2. Except as specifically set forth herein, the Agreement shall continue 
in full force and effect. 

IN WITNESS WHEREOF, Household International, Inc. has caused this Amendment 
to Employment Agreement to be executed by its duly authorized officers, and 
Executive has signed this Amendment, effective as of the 1st day of April, 1999. 

ATTEST: 

/s/ Kenneth H. Robin 

Kenneth H. Robin 
Senior Vice President-General Counsel 
and Corporate Secretary 

<PAGE> 
17 

HOUSEHOLD INTERNATIONAL, INC. 

/s/ Colin P. Kelly 

By:~--~--------~-------------------
Senior Vice President-Human Resources 

EXECUTIVE: 

/s/ Rocco J. Fabiano 

Rocco J. Fabiano 

HOUSEHOLD INTERNATIONAL, INC 

SECOND AMENDMENT TO 
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EMPLOYMENT AGREEMENT 

This SECOND AMENDMENT TO EMPLOYMENT AGREEMENT is made effective as of 
January 1, 2000 by and between Household International, Inc., a Delaware 
corporation, (the "Corporation"), and Rocco J. Fabiano (the "Executive"). 

WHEREAS, the Corporation and the Executive entered into an employment 
agreement dated as of April 1, 1999 (hereinafter referred to as the 
"Agreement"); and 

WHEREAS, the Agreement has been amended and the Corporation and the 
Executive deem it desirable to further amend the Agreement; 

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants 
contained in the Agreement, the Corporation and the Executive agree as follows: 

1. The Agreement shall be amended by substituting the title "Group 
Executive" for the title "Group Managing Director - Retail Finance" 
where it appears in the first sentence of Paragraph l(a), in the first 
sentence of Paragraph 2 and in subparagraph 7 (d) (v) (A) of the 
Agreement. 

2. The Agreement shall be amended by substituting the figure "$500,000" 
for the figure "$350,000" where it appears in the first sentence of 
Paragraph 3(a) of the Agreement. 

3. Except as specifically set forth herein, this Agreement shall continue 
in full force and effect. 

IN WITNESS WHEREOF, Household International, Inc. has caused this Amendment 
to Employment Agreement to be executed by its duly authorized officers, and the 
Executive has signed this Second Amendment, as of this 5th day of September 
2000. 

<TABLE> 
<CAPTION> 
<S> 
ATTEST: 

/s/ Kenneth H. Robin 

Kenneth H. Robin 
Senior Vice President - General Counsel 
And Corporate Secretary 

</TABLE> 

</TEXT> 
</DOCUMENT> 

18 

<C> 
HOUSEHOLD INTERNATIONAL, INC. 

/s/ Colin P. Kelly 
By ____________________________________ __ 

Colin P. Kelly 
Senior Vice President - Administration 

EXECUTIVE: 

/s/ Rocco J. Fabiano 

Rocco J. Fabiano 
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Page 1 of 4 

EXHIBIT 10.16 

AMENDED AND RESTATED 
WFA SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN 

WHEREAS, Household International, Inc., by resolution of its Board of 
Directors dated November 14, 2000, has authorized its proper officers to adopt 
the Amended and Restated WFA Supplemental Executive Retirement Plan, 

NOW, THEREFORE, the Amended and Restated WFA Supplemental Executive 
Retirement Plan is adopted as follows: 

1. Adoption of Plan. William F. Aldinger ("WFA") is a participant in 
the Household Retirement Income Plan ("RIP") and a participant in the Household 
Supplemental Retirement Income Plan ("SRIP"). The WFA Supplemental Executive 
Retirement Plan was previously adopted to supplement the benefits payable to WFA 
under RIP SRIP. The Board of Directors has determined to amend the WFA 
Supplemental Executive Retirement Plan as set forth in this Amended and Restated 
WFA Supplemental Executive Retirement Plan (hereafter called the "Plan). 

2. Eligible Employees. WFA is the only employee of Household 
International, Inc. ("Household") eligible to participate in the Plan. 

3. Vesting of Benefits. WFA shall at all times be fully vested in 
his benefits under the Plan. 

4. Amount of Benefit. WFA shall be eligible to receive a benefit 
under this Plan equal to his benefit under the RIP benefit formula as in effect 
in 1989 (without the application of any Internal Revenue Code limitations) 
calculated by adding 20 years of benefit service to his actual years of benefit 
service under RIP. Notwithstanding any provision of this Plan to the contrary, 
the benefit computed under the preceding sentence shall not be changed after 
June 25, 2007 (WFA's 60/th/ birthday) to reflect either additional benefit 
service or a change in WFA's Final Average Salary. The benefit derived under the 
preceding sentences shall be calculated as a monthly single life annuity payable 
commencing immediately upon WFA's termination of employment, using (if 
applicable) the early commencement reduction factors set forth in RIP. The 
amount of the monthly benefit under this Plan shall be offset by an aggregate 
monthly single life annuity equal in actuarial value to any monthly single life 
annuities WFA is eligible to receive under RIP and SRIP, and under Wells Fargo's 
and Citicorp's defined benefit pension plans. In the event that the benefit 
under this Plan is computed using the June 25, 2007 until the date of 
distribution at the prime rate of interest as from time to time published in the 
The Wall Street Journal, Midwest Edition. 

5. Effect of Certain Terminations of Employment Prior to January 1, 
2003. In the event WFA's employment with Household and all of its subsidiaries 
terminates for Cause (as defined in the Employment Agreement dated as of January 
1, 1999 between Household and WFA, such Employment Agreement hereinafter 
referred to as the "Employment Agreement") no benefits shall be payable under 
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this Plan. In the event WFA terminates his employment with 

1 

<PAGE> 

Household and all of its subsidiaries for other than a Qualifying Termination of 
Employment (as defined in the Employment Agreement), then the benefit payable 
under this Plan shall be equal to a percentage of the benefit determined under 
Paragraph 4 as of January 1, 2003 using WFA's projected benefit service as of 
January 1, 2003 and his Final Average Salary as of his date of termination, 
which percentage shall be determined in accordance with the following schedule: 

Date of Termination: Percentage: 

January 1, 2001 through December 31, 2001 33.33% 

January 1, 2002 through December 31, 2002 66 0 67% 

6. Calculation of Benefit. For purposes of determining the benefits 
hereunder, WFA's Final Average Salary shall be as defined in the RIP (but 
without any limits imposed by Section 401(a) (17) of the Internal Revenue Code); 
provided, however, that if WFA's termination of employment is a Qualifying 
Termination of Employment, then for purpose of determining his benefit hereunder 
(A) WFA's Final Average Salary shall be determined as if his employment 
continued for another 24 months and the lump sum salary and bonus replacement 
amounts payable to him under the Employment Agreement on account of such 
Qualifying Termination of Employment were paid ratably to him over such 24-month 
period, and (B) WFA's years of benefit service shall be determined as if his 
employment continued for such 24-month period. In the event that the Qualifying 
Termination of Employment occurs within six months prior to, or on or after, a 
Change in Control (as defined in the Employment Agreement), for purposes of 
determining his benefit hereunder, (I) WFA's Final Average Salary amount shall 
be determined as if his employment continued for another 36 months and the lump 
sum salary and bonus replacement amounts payable to him under the Employment 
Agreement on account of such Qualifying Termination of Employment were paid 
ratably to him over such 36-month period, and (II) WFA's benefit service shall 
be calculated as if his employment continued for such 36-month period. 

7. Form of Payment. The benefits under this Plan shall be paid to 
WFA (or, in the event of his death, his spouse or other designated beneficiary) 
in accordance with this Paragraph 7. As of the date of WFA's termination of 
employment, the single life annuity payable to WFA shall be converted into an 
actuarially equivalent lump sum value (hereinafter referred to as the "Lump Sum 
Amount") as of the date of WFA's termination, using the actuarial factors 
applicable to lump sum payments as are then in effect under RIP. Such Lump Sum 
Amount shall be paid in five equal installments, the first to be made no later 
than thirty days after the termination of WFA's employment, and the second 
through fifth installments to be made on the first through fourth anniversaries 
of WFA's termination of employment. The second through fifth installments shall 
be accompanied by interest credited on the unpaid balance at the prime rate of 
interest as from time to time published in The Wall Street Journal, Midwest 
Edition. Notwithstanding the foregoing, the Senior Vice President -
Administration of Household, or his successor, may approve an alternative form 
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of benefit, including a single lump sum payment of the Lump Sum Amount. To the 
extent that WFA shall have elected, prior to the January 1 of the calendar year 
in which his termination of employment occurs, that his benefit under the Plan 
be paid in a single lump sum amount, or in any other form of payment offered 
under RIP which is actuarially equivalent to the Lump Sum Amount, determined in 
accordance with the factors used under RIP, then the Senior President -
Administration of Household or his successor shall 

2 
<PAGE> 

be obligated to approve such form of payment. The form of benefit chosen under 
the Plan may differ from that elected under RIP or SRIP. In the event that a 
payment required to be made under this Paragraph 7 would not be fully deductible 
by Household if paid in one taxable year, then the payment will be spread over 
the minimum number of years needed to allow for full deductibility by Household. 
The amounts not immediately paid in accordance with the preceding sentence will 
be credited with interest at the prime rate referred to above, up until the date 
of distribution. 

8. Death Benefit. If WFA should die after payment of benefits to him 
under the Plan has begun, then payments will cease or continue in accordance 
with the manner of payment selected. If WFA should die before payments commence, 
then the benefit under the Plan to which he would have been entitled had his 
employment terminated on the day before his death will be paid to his spouse or 
other beneficiary designated by him. 

9. Financing of the Plan. The benefits provided under the Plan shall 
be paid directly by Household, and the Plan shall not create a funded account or 
security interest for the benefit of any person. Notwithstanding the foregoing, 
this Plan shall constitute a "Contract" and WFA shall be an "Executive" within 
the meaning of the Household International, Inc. Grantor Trust Agreement for 
Employees and Former Employees, as may from time to time be amended (such trust 
and any successor thereto or replacement thereof hereinafter referred to as the 
"Grantor Trust"). Upon the occurrence of a Funding Date (as defined in the 
Grantor Trust), the Company shall pay to the Grantor Trust the amounts required 
thereby with respect to the benefits hereunder and take such other actions as 
are appropriate to protect such benefits. If the Grantor Trust is terminated or 
amended in a manner adverse to WFA, then upon a Change in Control (as defined in 
Section 4.01 of the Grant or Trust) the Company shall establish a replacement 
trust in form and substance reasonably acceptable to WFA and shall deliver to 
the replacement trust cash of a value sufficient to provide for the payment of 
all accrued benefits under this Plan. 

10. Amendment and Termination. The Plan may be amended from time to 
time or terminated by Household with the consent of WFA. 

IN WITNESS WHEREOF, the undersigned has caused this instrument to be 
executed in its name and on its behalf and its corporate seal to be hereunto 
affixed and attested by its officers thereunto duly authorized this day of 
December, 2000. 

HOUSEHOLD INTERNATIONAL, INC. 

/s/ Colin P. Kelly 

By Colin P. Kelly 
(Corporate Seal) Senior Vice President- Administration 
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ATTEST: 

/s/ Kenneth H. Robin 

Kenneth H. Robin 
Senior Vice President 
General Counsel and Secretary 

</TEXT> 
</DOCUMENT> 

Page 4 of 4 
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HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF EARNINGS PER SHARE 
(In millions, except per share data.) 

<TABLE> 
<CAPTION> 

Year ended December 31 

<S> 
Earnlngs: 
Net lncome 
Preferred dlvldends 

Earnlngs avallable to common 
shareholders 

Average shares: 
Common 
Common equlvalents 

Total 

Earnlngs per common share 

</TABLE> 
</TEXT> 
</DOCUMENT> 

2000 

Dlluted 

<C> 

$1,700.7 
I 9. 2 I 

$1,691.5 

4 71. 8 
4.4 

476.2 

3.55 

EXHIBIT 11 

Ba3lC 

<C> 

$1,700.7 
I 9. 2 I 

$1,691.5 

471.8 

471.8 

3.59 

1999 

Dlluted 

<C> 

$1,486.4 
I 9. 2 I 

$1,477.2 

477.0 
4.0 

4 81. 8 

3.07 

Ba3lC 

<C> 

$1,486.4 
I 9. 2 I 

$1,477.2 

477.0 

477.0 

3.10 

Page 1 of 1 

1998 

Dlluted 

<C> 

$52 4. 1 
I 15. 01 

$509.1 

487.2 
9.2 

496.4 

$ 1.03 

Ba3lC 

<C> 

$524.1 
I 15. o I 

$509.1 

487.2 

487.2 

$ 1.04 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015588 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 82 of 148 PageID #:80280



Page 1 of 1 

<DOCUMENT> 
<TYPE>EX-12 
<SEQUENCE>9 
<FILENAME>0009.txt 
<DESCRIPTION>COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES 
<TEXT> 

<PAGE> 

<TABLE> 
<CAPTION> 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

(All dollar amounts are stated ln mllllons.) 

Year ended December 31 2000 

EXHIBIT 12 

1999 1998 1997 

<S> <C> 
$1,700.7 

909.8 

<C> <C> <C> 
Net lncome 
Income taxes 

$1,486.4 $ 524.1 $ 940.3 
734.3 428.6 462.2 

Income before lncome taxes 

Flxed charges: 
Interest expense (1) 
Interest portlon of rentals (2) 

Total flxed charges 

Total earnlngs as deflned 

Ratlo of earnlngs to flxed charges (4) 

Preferred stock dlvldends I 3; 

Ratlo of earnlngs to comblned 
flxed charges and preferred 
stock dlvldends I 4 I 

</TABLE> 

2,610.5 

3,943.8 
52.9 

3,996.7 

$6,607.2 

1. 65 

$ 14.1 

1. 65 

2,220.7 

2,782.2 
4 5. 4 

2,827.6 

$5,048.3 

1. 79 

$ 13.8 

1. 78 

(1) For flnanclal statement purposes, lnterest expense lncludes lncome earned on 
temporary lnvestment of excess funds, generally resultlng from over
subscrlptlons of commerc~al paper. 

(2) Represents one-thlrd of rentals, whlch approxlmates the portlon representlng 
lnterest. 

(3) Preferred stock dlvldends are grossed up to thelr pre-tax equlvalents. 

(4) The 1998 ratlos have been negatlvely lmpacted by the one-tlme merger and 
lntegratlon related costs assoclated wlth our merger wlth Beneflclal 
Corporatlon ("Beneflclal"). Excludlng Beneflclal merger and lntegratlon 
related costs of $751 ml~llon after tax, our ratlo of earnlngs to flxed 
charges was 1.75 percent and our ratlo of earnlngs to comblned flxed charges 
and preferred stock dividends was 1.74 percent. 

</TEXT> 
</DOCUMENT> 

952.7 

2,530.8 
56.8 

2,587.6 

$3,540.3 

1. 37 

$ 23.0 

1. 36 

1,402.5 

2,367.9 
53.4 

2,421.3 

$3,823.8 

1. 58 

$ 25.3 

1. 56 
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1996 

<C> 
$ 819.6 

461.2 

1,280.8 

2,337.4 
55.4 

2,392.8 

$3,673.6 

1. 54 

$ 34.0 

1. 51 
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SUBSIDIARIES OF HOUSEHOLD INTERNATIONAL, INC. 

Page 1 of7 

Exhibit 21 

As of December 31, 2000, the following subsidiaries were directly or indirectly 
owned by the Registrant. Certain subsidiaries which in the aggregate do not 
constitute significant subsidiaries may be omitted. 
<TABLE> 
<CAPTION> 

Names of Subsidiaries 

<S> 
Household Investment Funding, Inc. 
Household Aviation, LLC 
Hamilton Investments, Inc. 

Craig-Hallum Corporation 
Renaissance Credit Services, Inc. 

Renaissance Bankcard Services 
Renaissance Bankcard Services of Kentucky 
Household Bank, f.s.b. 

HB Receivables Corporation 
Beneficial Retail Services, Inc. 
HHTS, Inc. 
Household Bank (SB), N.A. 

Household Affinity Funding Corporation 
Household Service Corporation of Illinois, Inc. 

Household Insurance Services, Inc. 
Housekey Financial Corporation 

Household Mortgage Services, Inc. 
Beneficial Service Corporation 
Beneficial Service Corporation of Delaware 
Household Capital Corporation 
Household Finance Corporation 

Household Receivables Funding, Inc. III 
Household Receivables Acquisition Company II 
HGF Leasing, Inc. 
Beneficial Corporation 
Beneficial Credit Corp. 
Guaranty and Indemnity Insurance Company 
Bencharge Credit Service Holding Company 
Beneficial Credit Services Northeast, Inc. 
Household Payroll Services, Inc. 
Beneficial Credit Services of Connecticut Inc. 
Beneficial Credit Services of Mississippi Inc. 

% 
Voting 
Stock 

Organized Owned 
Under By 
Laws of: Parent 

--------- ---------

<C> <C> 
Delaware 100% 
Delaware N/A 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Oregon 100% 
Kentucky 100% 
California 100% 
Nevada 100% 
Delaware 100% 
Illinois 100% 
United States 100% 
Delaware 100% 
Illinois 100% 
Illinois 100% 
Illinois 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
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Beneficial Credit Services of South Carolina Inc. 
Beneficial Credit Services Inc. 

Beneficial Alabama Inc. 
Beneficial Arizona Inc. 
Beneficial California Inc. 
Beneficial Colorado Inc. 
Beneficial Commercial Holding Corporation 
Beneficial Commercial Corporation 
Beneficial Finance Leasing Corporation 
Beneficial Leasing Group, Inc. 
Neil Corporation 
Silliman Corporation 

Beneficial Connecticut Inc. 
Beneficial Consumer Discount Company 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
<S> 

Beneficial Delaware Inc. 
Beneficial Discount Co. of Virginia 
Beneficial Finance Co. of West Virginia 
Beneficial Finance Services, Inc. 
Beneficial Florida Inc. 
Beneficial Mortgage Co. of Florida 

Beneficial Georgia Inc. 
Beneficial Hawaii Inc. 
Beneficial Idaho Inc. 
Beneficial Illinois Inc. 

Beneficial Income Tax Service Holding Co., Inc. 
Household Tax Masters Inc. 

Beneficial Indiana Inc. 
Beneficial Investment Co. 
Beneficial Credit Services of New York, Inc. 
Beneficial New York Inc. 
Beneficial Homeowner Service Corporation 

Beneficial Iowa Inc. 
Beneficial Kansas Inc. 
Beneficial Kentucky Inc. 
Beneficial Land Company, Inc. 
Beneficial Loan & Thrift Co. 
Beneficial Louisiana Inc. 
Beneficial Maine Inc. 
Beneficial Management Corporation 
Beneficial Management Institute, Inc. 

Beneficial Management Corporation of America 
Beneficial Franchise Company Inc. 
Beneficial Business Credit Corp. 
Beneficial Mark Holding Inc. 

Beneficial Trademark Co. 
Beneficial Management Headquarters, Inc. 
Beneficial Facilities Corporation 

Beneficial Maryland Inc. 
Beneficial Massachusetts Inc. 
Beneficial Michigan Inc. 
Beneficial Mississippi Inc. 
Beneficial Missouri, Inc. 
Beneficial Montana Inc. 

Delaware 
Delaware 
Alabama 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Pennsylvania 

<C> 
Delaware 
Delaware 
Delaware 
Kansas 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
New York 
Delaware 
Iowa 
Kansas 
Delaware 
New Jersey 
Minnesota 
Delaware 
Delaware 
Delaware 
New York 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
New Jersey 
New Jersey 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
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100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 

<C> 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
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Beneficial Mortgage Holding Company 
Beneficial Excess Servicing Inc. 
Beneficial Home Mortgage Loan Corp. 
Beneficial Mortgage Co. of Arizona 
Beneficial Mortgage Co. of Colorado 
Beneficial Mortgage Co. of Connecticut 
Beneficial Mortgage Co. of Georgia 
Beneficial Mortgage Co. of Idaho 
Beneficial Mortgage Co. of Indiana 
Beneficial Mortgage Co. of Kansas, Inc. 
Beneficial Mortgage Co. of Louisiana 
Beneficial Mortgage Co. of Maryland 
Beneficial Mortgage Co. of Massachusetts 
Beneficial Mortgage Co. of Mississippi 
Beneficial Mortgage Co. of Missouri, Inc. 
Beneficial Mortgage Co. of Nevada 
Beneficial Mortgage Co. of New Hampshire 
Beneficial Mortgage Co. of Oklahoma 
Beneficial Mortgage Co. of Rhode Island 
Beneficial Mortgage Co. of South Carolina 
Beneficial Mortgage Co. of Texas 
Beneficial Mortgage Co. of Utah 

</TABLE> 
<PAGE> 

<TABLE> 
<CAPTION> 
<S> 

Beneficial Mortgage Co. of Virginia 
Beneficial Mortgage Co. of North Carolina 
Decision One Mortgage Company, LLC 

Beneficial National Bank USA 
Beneficial Service Corporation of New Jersey 

Beneficial Nebraska Inc. 
Beneficial Nevada Inc. 
Beneficial New Hampshire Inc. 
Beneficial New Jersey Inc. 
Beneficial New Mexico Inc. 
Beneficial North Carolina Inc. 
Beneficial Oklahoma Inc. 
Beneficial Oregon Inc. 
Beneficial Real Estate Company, Inc. 
Beneficial Rhode Island Inc. 
Beneficial South Carolina Inc. 
Beneficial South Dakota Inc. 
Beneficial Systems Development Corporation 
Beneficial Technology Corporation 
Beneficial Tennessee Inc. 
Beneficial Texas Inc. 
Beneficial Utah Inc. 
Beneficial Vermont Inc. 
Beneficial Virginia Inc. 
Beneficial Washington Inc. 
Beneficial West Virginia, Inc. 
Beneficial Wisconsin Inc. 
Beneficial Wyoming Inc. 
Benevest Group Inc. 

Benevest Service Company 
Benevest Services, Inc. 
Benevest Escrow Company 

Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 

<C> 
Delaware 
Delaware 
North Carolina 
Delaware 
Delaware 
Nebraska 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
New Jersey 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Tennessee 
Texas 
Delaware 
Delaware 
Delaware 
Delaware 
West Virginia 
Delaware 
Wyoming 
Delaware 
Delaware 
Washington 
Delaware 
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100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 

<C> 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
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BMC Holding Company 
Beneficial Mortgage Corporation 
Beneficial Mortgage Services, Inc. 

Bon Secour Properties Inc. 
Capital Financial Services Inc. 
Harbour Island Inc. 

Harbour Island Venture One, Inc. 
Harbour Island Venture Three, Inc. 
Harbour Island Venture Four, Inc. 
Tampa Island Transit Company, Inc. 

Personal Mortgage Holding Company 
Personal Mortgage Corporation 

Southern Trust Company 
Southwest Beneficial Finance, Inc. 
Wasco Properties, Inc. 

Beneficial Real Estate Joint Venture, Inc. 
Alabama Properties 

HFC Card Funding Corporation 
HFC Funding Corporation 
HFC Revolving Corporation 
HFS Funding Corporation 
Household Acquisition Corporation 

HFTA Corporation 
Pacific Agency, Inc. 
HFTA Consumer Discount Company 
HFTA First Financial Corporation 
HFTA Second Corporation 
HFTA Third Corporation 
HFTA Fourth Corporation 

</TABLE> 
<PAGE> 

<TABLE> 
<CAPTION> 
<S> 

HFTA Fifth Corporation 
HFTA Sixth Corporation 
HFTA Seventh Corporation 
HFTA Eighth Corporation 
HFTA Ninth Corporation 
HFTA Tenth Corporation 
Household Finance Corporation of Hawaii 
Household Realty Corporation (1997) Limited 
Pacific Finance Loans 

Household Automotive Finance Corporation 
ACC Funding Corp. 
ACC Receivables Corp. 
Household Automotive Credit Corporation 
OFL-A Receivables Corp. 

Household Auto Receivables Corporation 
Household Bank (Nevada), N.A. 

Household Card Funding Corporation 
Household Receivables Funding Corporation 
Household Receivables Funding Corporation II 
Household Receivables Funding, Inc. 

Household Capital Markets, Inc. 
Household Card Services, Inc. 
Household Consumer Loan Corporation 
Household Corporation 
Household Credit Services, Inc. 

Delaware 
Delaware 
Delaware 
Alabama 
Nevada 
Florida 
Florida 
Florida 
Florida 
Florida 
Delaware 
Delaware 
Delaware 
Illinois 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Nevada 
Pennsylvania 
California 
Alabama 
Delaware 
Minnesota 

<C> 
Nevada 
Nevada 
New Jersey 
Ohio 
West Virginia 
Washington 
Hawaii 
British Columbia 
California 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Nevada 
United States 
Delaware 
Nevada 
Delaware 
Delaware 
Delaware 
Nevada 
Nevada 
Delaware 
Delaware 

Page 4 of7 

100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 

<C> 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
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Renaissance Recovery Services, Inc. 
Household Credit Services of Mexico, Inc. 
Household Financial Services, Inc. 
Household Group, Inc. 

Household Life Insurance Co. of Arizona 
Household Insurance Group Holding Company 

Household Life Insurance Company of Delaware 
Household Insurance Agency, Inc. 
Household Insurance Agency, Inc. 
Wesco Insurance Company 

Southwest Texas General Agency, Inc. 
Service General Insurance Company 
Beneficial Ohio Inc. 
Service Management Corporation 
B.I.G. Insurance Agency, Inc. 

BFC Agency, Inc. 
BFC Insurance Agency of Nevada 
Beneficial Direct, Inc. 
Household Insurance Group, Inc. 
Service Administrators, Inc. (USA) 
Household Life Insurance Company 
First Central National Life Insurance 

Company of New York 
Arcadia Insurance Administrators, Inc. 

AHLIC Investment Holdings Corporation 
Cal-Pacific Services, Inc. 
HFS Investments, Inc. 

JV Mortgage Capital, Inc. 
JV Mortgage Capital, L.P. 

JV Mortgage Capital Consumer Discount Company 
Household Business Services, Inc. 

Financial Network Alliance, L.L.P. 
FNA Consumer Discount Company 

Household Commercial Financial Services, Inc. 
The Generra Company 
Business Realty Inc. 

</TABLE> 
<PAGE> 

<TABLE> 
<CAPTION> 
<S> 

Business Lakeview, Inc. 
Capital Graphics, Inc. 
CPI Enterprises 
HCFS Business Equipment Corporation 
HFC Commercial Realty, Inc. 

PPSG Corporation 
G.C. Center, Inc. 
Com Realty, Inc. 

Lighthouse Property Corporation 
Household OPEB I, Inc. 

HFC Leasing, Inc. 
First HFC Leasing Corporation 
Second HFC Leasing Corporation 
Valley Properties Corporation 
Fifth HFC Leasing Corporation 
Sixth HFC Leasing Corporation 
Seventh HFC Leasing Corporation 
Eighth HFC Leasing Corporation 

Delaware 
Delaware 
Delaware 
Delaware 
Arizona 
Delaware 
Delaware 
Michigan 
Nevada 
Delaware 
Texas 
Ohio 
Delaware 
Ohio 
Ohio 
Delaware 
Nevada 
New Jersey 
Delaware 
Colorado 
Michigan 

New York 
Delaware 
Delaware 
California 
Nevada 
Delaware 
Delaware 
Pennsylvania 
Delaware 
Illinois 
Pennsylvania 
Delaware 
Delaware 
Delaware 

<C> 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Illinois 
Delaware 
Delaware 
Delaware 
Tennessee 
Delaware 
Delaware 
Delaware 
Delaware 
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100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 

100% 
100% 
100% 
100% 
100% 

50% 
50.5% 

100% 
100% 

50% 
100% 
100% 
100% 
100% 

<C> 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
100% 
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Tenth HFC Leasing Corporation 
Eleventh HFC Leasing Corporation 
Thirteenth HFC Leasing Corporation 
Fourteenth HFC Leasing Corporation 
Seventeenth HFC Leasing Corporation 
Nineteenth HFC Leasing Corporation 
Twenty-second HFC Leasing Corporation 
Twenty-sixth HFC Leasing Corporation 
Beaver Valley, Inc. 
Hull 752 Corporation 
Hull 753 Corporation 
Third HFC Leasing Corporation 

Macray Corporation 
Fourth HFC Leasing Corporation 

Pargen Corporation 
Fifteenth HFC Leasing Corporation 
Hull Fifty Corporation 

HFC Retail Credit Services, Inc. 
Household Capital Investment Corporation 

Old K & B Corporation 
Household Commercial of California, Inc. 

Real Estate Collateral Management Company 
OLC, Inc. 

OPI, Inc. 
Household Finance Consumer Discount Company 

Overseas Leasing Two FSC, Ltd. 
Household Finance Corporation II 
Household Finance Corporation of Alabama 
Household Finance Corporation of California 
Household Finance Corporation of Nevada 

Household Finance Realty Corporation of New York 
Household Finance Corporation of West Virginia 
Household Finance Industrial Loan Company 
Household Finance Industrial Loan Company of Iowa 
Household Finance Realty Corporation of Nevada 

Household Finance Corporation III 
Amstelveen FSC, Ltd. 
HFC Agency of Connecticut, Inc. 
HFC Agency of Michigan, Inc. 
HFC Agency of Missouri, Inc. 
Night Watch FSC, Ltd. 
Household Realty Corporation 

Overseas Leasing One FSC, Ltd. 
</TABLE> 
<PAGE> 

<TABLE> 
<CAPTION> 
<S> 

Overseas Leasing Four FSC, Ltd. 
Overseas Leasing Five FSC, Ltd. 

Household Retail Services, Inc. 
HRSI Funding, Inc. 

Household Financial Center Inc. 
Household Industrial Finance Company 
Household Industrial Loan Co. of Kentucky 
Household Recovery Services Corporation 
Household Relocation Management, Inc. 
Household Servicing, Inc. 
Mortgage One Corporation 

Page 6 of7 

Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
California 100% 
Delaware 100% 
California 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
Michigan 94.4% 
California 100% 
Delaware 100% 
Rhode Island 100% 
Virginia 100% 
Pennsylvania 100% 
Bermuda 100% 
Delaware 100% 
Alabama 100% 
Delaware 100% 
Delaware 100% 
Delaware 100% 
West Virginia 100% 
Washington 100% 
Iowa 100% 
Delaware 100% 
Delaware 100% 
Bermuda 100% 
Connecticut 100% 
Michigan 100% 
Missouri 100% 
Bermuda 100% 
Delaware 100% 
Bermuda 100% 

<C> <C> 
Bermuda 100% 
Bermuda 100% 
Delaware 100% 
Nevada 100% 
Tennessee 100% 
Minnesota 100% 
Kentucky 100% 
Delaware 100% 
Illinois 100% 
Delaware 100% 
Delaware 100% 
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Mortgage Two Corporation 
Sixty-First HFC Leasing Corporation 

Household Pooling Corporation 
Household Receivables Acquisition Company 
Household REIT Corporation 

Household Financial Group, Ltd. 
Household Global Funding, Inc. 
Beneficial Premium Services Limited 
Beneficial Limited 
Beneficial Financial Services Limited 
Beneficial Leasing Limited 
Beneficial Trust Investments Limited 
Beneficial Trust Nominees Limited 
Endeavour Personal Finance Limited 
Security Trust Limited 
Sterling Credit Limited 
Sterling Credit Management Limited 
The Loan Corporation Limited 

Extracard Corp. 
Household Ireland (Holdings), Limited 

BFC Ireland (Holdings) Limited 
BFC Insurance (Life) Limited 
BFC Management Services Limited 
BFC Insurance Limited 
BFC Reinsurance Limited 

Household International (U.K.) Limited 
D.L.R.S. Limited 
HFC Bank plc 

HFC Pension Plan (Ireland) Limited 
Hamilton Financial Planning Services Ltd. 
Hamilton Insurance Company Limited 
Hamilton Life Assurance Company Limited 
HFC Pension Plan Limited 
Household Funding Limited 
Household Investments Limited 
Household Leasing Limited 
Household Management Corporation Limited 

Household Overseas Limited 
Household International Netherlands B.V. 

Household Financial Corporation Limited 
Household Finance Corporation of Canada 
Household Realty Corporation Limited 
Household Trust Company 
Household Financial Corporation Inc. 

Household Reinsurance Ltd. 

</TABLE> 
</TEXT> 
</DOCUMENT> 

Page 7 of7 

Delaware 100% 
Delaware 100% 
Nevada 100% 
Delaware 100% 
Nevada 100% 
Delaware 100% 
Delaware 100% 
England 100% 
England 99.9% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
Delaware 100% 
Delaware 100% 
Ireland 100% 
Ireland 100% 
Ireland 100% 
Ireland 100% 
Ireland 100% 
England 100% 
England 100% 
England 100% 
Ireland 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England 100% 
England and Wales 100% 
England 100% 
Netherlands 100% 
Ontario 100% 
Canada 100% 
Ontario 100% 
Canada 100% 
Ontario 100% 
Bermuda 100% 
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<DOCUMENT> 
<TYPE>EX-23 
<SEQUENCE>12 
<FILENAME>0012.txt 
<DESCRIPTION>CONSENT OF ARTHUR ANDERSEN LLP 
<TEXT> 

<PAGE> 

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Household International, Inc.: 

Page 1 of 1 

EXHIBIT 23 

As independent public accountants, we hereby consent to the incorporation of our 
report dated January 15, 2001, included in this Annual Report on Form 10-K of 
Household International, Inc. for the year ended December 31, 2000, into the 
Company's previously filed Registration Statements No. 2-86383, No. 33-21343, 
No. 2-97495, No. 33-45454, No. 33-45455, No. 33-52211, No. 33-58727, No. 333-
00397, No. 33-44066, No. 333-03673, No. 333-39639, No. 333-58287, No. 333-58289, 
No. 333-58291, No. 333-47073, No. 333-36589 and No. 333-30600 on Form S-8 and 
Registration Statements No. 33-48854, No. 33-56599, No. 33-57249, No. 333-1025, 
No. 333-65679 and No. 333-27305 on Form S-3. 

Chicago, Illinois 
March 27, 2001 
</TEXT> 
</DOCUMENT> 
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<DOCUMENT> 
<TYPE>EX-99.B 
<SEQUENCE>13 
<FILENAME>0013.txt 
<DESCRIPTION>RATINGS OF HOUSEHOLD AND ITS SUBSIDIARIES 
<TEXT> 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

DEBT AND PREFERRED STOCK SECURITIES RATINGS OF THE 
COMPANY AND ITS SIGNIFICANT SUBSIDIARIES 

<TABLE> 
<CAPTION> 

<S> 

At December 31, 2000 

Household Internat1onal, Inc. 
Sen1or debt 
Commerc1al paper 
Preferred stock 

Household F1nance Corporat1on 
Sen1or debt 
Sen1or subord1nated debt 
Commerc1al paper 

Household Bank, f. s .b. 
Sen1or debt 
Subord1nated debt 
Cert1f1cates of depos1t 

(long/short-term) 
Thrlft notes 

HFC Bank plc 
Sen1or debt 
Commerc1al paper 

NR Not rated 
</TABLE> 
</TEXT> 
</DOCUMENT> 

Standard 
& Poor's 

Corporat1on 
<C> 

A 

A-1 
BBB+ 

A 

A
A-1 

A 
A-

A/A-1 
A-1 

A 

A-1 

EXHIBIT 99(b) 

<C> 

Moody's 
Investors 

Serv1ce 

A3 
P-2 

baal 

A2 
A3 

P-1 

A2 
A3 

A2/P-1 
P-1 

A2 
P-1 

<C> 

Page 1 of 1 

F1tch 
Investors 
Serv1ces 

A 

F-1 
A-

A+ 
A 

F-1 

A 
A-

A/F-1 
F-1 

A+ 
NR 
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<DOCUMENT> 
<TYPE>EX-13 
<SEQUENCE<10 
<FILENAME>0010.txt 
<DESCRIPTION>MATERIAL FROM 1999 ANNUAL REPORT 
<TEXT> 

<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Selected Flnanclal Data and Statlstlcs 

Pg. 26 - 2000 Annual Report 

All dollar amounts except per share data are stated ln mllllons. 

<S> 
Statement of Income Data-Year Ended December 31/1/ 
Net lnterest margln and other revenues ......................... . 
Provlslon for credlt losses on owned recelvables ............... . 
Operatlng expenses ............................................. . 
Pollcyholders' benefl ts ........................................ . 
Merger and lntegratlon related costs ........................... . 
Income taxes ................................................... . 

Net lncome ..................................................... . 

Per Common Share Data/1/ 
Baslc earnlngs ................................................. . 
Dlluted earnlngs ............................................... . 
Dl vldends declared ............................................. . 
Rook VAlllP. 

Average number of common and commcn 
equlvalent shares outstandlng/7/ ............................. . 

Selected Flnanclal Ratlos/1/ 
Return average owned assets ................................. . 
Return on average managed assets ............................... . 
Return on average common shareholders' equlty .................. . 
Total shareholders' equlty as a percent of owned assets/3/ ..... . 
Total shareholders' equlty as a percent of managed assets/3/ ... . 
Tanglble shareholders' equlty to tanglble managed assets/4/ .... . 
Managed net lnterest margln .................................... . 
Managed consumer net chargeoff ratlo ........................... . 
Managed basls efflclency ratlo, ncrmallzed ..................... . 
Common dl vldend payout ratlo ................................... . 

</TABLE> 

/1/ On June 30, 1998, Household merged wlth Beneflclal Corporatlon 

EXHIBIT 13 

2000 

<C> 

8,032.0 
2,116.9 
3,042.9 

261.7 

909.8 

$ 1,700.7 

3. 59 
3.55 

. 7 4 
1 fi. RR 

476.2 

2.44% 
1. 93 
23.4 

11.46 
9.07 
7.41 
8.10 
3.64 
34.2 
20.8 

( "Beneflclal"), a consumer flnance holdlng company. In connectlon Wl th the 
merger, Household lssued apprcxlmately 168.4 mllllon shares of lts common 
stock and three serles of preferred stock. The transactlon was accounted for 
as a poollng of lnterests and, accordlngly, the consolldated flnanclal 
statements for all perlods prlor to the merger have been restated to lnclude 
the flnanclal results of Beneflclal. 

/2/ merger and lntegratlon related costs of $751.0 mllllon after-tax 
.5 mllllon after-tax galn on sale of Beneflclal's Canadlan 

operatlons, net operatlng lnccme was $1,156.6 mllllon, dlluted operatlng 
earnlngs per share was $2.30, the return on average owned assets was 2.29 
percent, the return on average managed assets was 1.60 percent, the return 
on average common shareholders' equlty was 18.2 percent, and the dlvldend 
payout ratlo was 26.1 percent. See Management's Dlscusslon and Analysls for 
further dlscusslon of the merger and lntegratlon costs, the galn on sale of 
Beneflclal Canada, and results excludlng these ltems. 

/3/ Total shareholders' equlty lncludes common shareholders' equlty, preferred 
stock and company obllgated mandatorlly redeemable preferred securltles of 
subsldlary trusts. 

/4/ Tanglble shareholders' equlty conslsts of total shareholders' equlty, 
excludlng unreallzed galns and losses on lnvestments, less acqulred 
lntanglbles and goodwlll. Tanglble managed assets represents total managed 
assets less acqulred lntanglbles and goodwlll. 

/5/ In 2000, we acqulred real estate secured portfollos totallng $3.7 bllllon. 
In 1998, we sold $1.9 bllllon of our non-core MasterCard and Vlsa 
recelvables and also sold Beneflclal's German and Canadlan operatlons whlch 
had net recelvables of $272 mllllon and $775 mllllon, respectlvely. In 1997, 
we acqulred the capltal stock of Transamerlca Flnanclal Servlces Holdlng 
Company ("TFS"), whlch lncluded $3.1 bllllon of real estate secured 
recelvables. We also exlted the student loan buslness and sold our related 
$900 mllllon portfollo. 

/6/ In October 1997, we purchased ACC Consumer Flnance Corporatlon, an auto 
flnance company. 

/7/ Durlng 2000, we repurchased 5.4 mllllon shares of our common stock for a 
total of $209.3 mllllon pursuant to our share repurchase program. Durlng 

1999 

<C> 

6,722.5 
1,716.4 
2,527.3 

25 8.1 

734.3 

$ 1,486.4 

3 .1 0 
3.07 

.68 
1 3. 79 

481.8 

2.64% 
1. 99 
23.5 

11.51 
8.72 
6.96 
8.23 
4.13 
33.6 
22.1 

1998 

<C> 

6,380.0 
1,516.8 
2,672.3 

238.2 
1,000.0 

428.6 

524.1/2/ 

1. 04 
1.03/2/ 

.60 
1?. RR 

496.4 

1.04%/2/ 
.72/2/ 
8.1/2/ 

12.78 
9.31 
7.11 
7.86 
4.29 
37.6 
58.3/2/ 
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1997 

<C> 

6,036.2 
1,493.0 
2,884.8 

255.9 

462.2 

940.3 

1. 97 
1. 93 

. 54 
1? .81 

479.1 

2.03% 
1.38 
17.3 

14.13 
9.28 
6.92 
7.72 
3.84 
41. 0 
28.0 

1996 

<C> 

5,451.6 
1,144.2 
2,714.7 

311.9 

461.2 

819.6 

1. 76 
1. 73 

.49 
g. 9fi 

462.3 

1. 82% 
1.30 
18.7 

11.07 
7. 58 
6. 20 
7.45 
2.96 
45.0 
28.3 
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1999, we repurchased 21.8 mllllon shares of our common stock for a total of 
$915.9 mllllon of whlch 16.8 mllllon shares were repurchased pursuant to 
share repurchase program and 5.0 mllllon shares were repurchased to fund 
varlous employee beneflt programs. In 1998, we repurchased 10.5 mllllon 
shares of our common stock for a total of $412 mllllon to fund varlous 

beneflt In 1997, we lssued 27.3 mllllon shares of common 
ralslng about $1.0 bllllon. The net proceeds 

were used to repay certaln shcrt-term borrowlngs lncurred ln connectlon wlth 
the acqulsltlon of TFS. 

<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 

Selected Flnanclal Data and Statlstlcs (contlnued) 

Pg. 27 - 2000 Annual Report 

<TABLE> 
<CAPTION> 
All dollar amounts except per share data are stated ln mllllons. 

<S< 
Balance Sheet Data at December 31/1/ 
Total assets: 

Owned ....................................................... . 
Managed ..................................................... . 

Managed recelvables/5/: 
Real estate secured ......................................... . 
Auto flnance/ 6/ ............................................. . 
MasterCard/Vlsa ............................................. . 
Prlvate label ............................................... . 
Other unsecured ............................................. . 
Commerclal and other ........................................ . 

Total managed recel vables ........................................ . 
Recelvables servlced wlth llmlted recourse ....................... . 

2000 

<C< 

76,706.3 
96,955.8 

36,637.5 
4' 5 63. 3 

17,583.4 
11,997.3 
16,227.3 

598.6 

87,607.4 
(20,249.5) 

Owned recel vables. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 67,357. 9 

Owned Recelvables/5/ 
Domestlc: 

Real estate secured ......................................... . 
Auto flnance/ 6/ ............................................. . 
MasterCard/Vlsa ............................................. . 
Prlvate label ............................................... . 
Other unsecured ............................................. . 
Commerclal and other ........................................ . 

33,920.0 
1,850.6 
5,846.9 
8,671.5 
9,950.3 

5 96.3 

Total domestlc .................................................... $ 60,835.6 

Forelgn: 
Real estate secured ......................................... . 
MasterCard/Vlsa ............................................. . 
Prlvate label ............................................... . 
Other unsecured ............................................. . 
Commerclal and other ........................................ . 

Total forelgn .................................................... . 

Total owned recelvables: 
Real estate secured ......................................... . 
Auto flnance/ 6/ ............................................. . 
MasterCard/Vlsa ............................................. . 
Prlvate label ............................................... . 
Other unsecured ............................................. . 
Commerclal and other ........................................ . 

1,259.7 
2,206.7 
1,675.8 
1,377.8 

2.3 

6,522.3 

35,179.7 
1,850.6 
8,053.6 

10,347.3 
11,328.1 

598.6 

Total owned recel vables. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 67, 35 7. 9 

Debt and Shareholders' Equlty 
Deposlts ......................................................... . 
Commerclal paper, bank and other Lorrowlngs ...................... . 
Senlor and senlor subordlnated deLt .............................. . 
Company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts ............................. . 
Preferred stock .................................................. . 
Common shareholders' equlty/7/ ................................... . 

</TABLE< 
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8,676.9 
10,787.9 
45,053.0 

675. 0 
164. 4 

7,951.2 

Household Internatlonal, Inc. ( "Hcusehold") lS prlnclpally a non-operatlng 
holdlng company. Through lts subsldlarles, Household provldes consumers wlth 
real estate secured loans, auto flnance loans, MasterCard* and Vlsa* credlt 
cards, prlvate label credlt cards and other types of unsecured loans. We also 

<C> 

1999 

60,749.4 
80,188.3 

26,935.5 
3,039.8 

15,793.1 
11,269.7 
13,881.9 

808.3 

71,728.3 
(19,438.9) 

52,289.4 

23,571.7 
1,233.5 
4,146.6 
8,546.7 
7,469.8 

804.5 

45,772.8 

1,090.2 
2,167.8 
1,573.0 
1,681.8 

3.8 

6,516.6 

24,661.9 
1,233.5 
6,314.4 

10,119.7 
9,151.6 

808.3 

52,289.4 

4,980.0 
10,777.8 
34,887.3 

375.0 
164.4 

6,450.9 
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1998 

<C> 

52,892.7 
72,594.6 

22,330.1 
1,765.3 

16,610.8 
10,377.5 
11,970.6 

853.4 

63,907.7 
(19,701.8) 

1997 

<C> 

46,817.0 
71,295.5 

19,824.8 
883.4 

19,211.7 
10,381.9 
11,505.1 
1,353.6 

63,160.5 
(24,478.5) 

$ 44,205.9 $ 38,682.0 

17,474.1 
805.0 

5,327.8 
8,051.0 
5,573.3 

844.0 

12,348.5 
487.5 

5,523.4 
7,457.0 
5,018.7 
1,249.6 

$ 38,075.2 $ 32,084.7 

1,218.6 
1,852.4 
1,515.0 
1,535.3 

9.4 

6,130.7 

18,692.7 
805.0 

7,180.2 
9,566.0 
7,108.6 

853.4 

1,437.7 
1,351.3 
1,899.9 
1,804.4 

104.0 

6,597.3 

13,786.2 
487.5 

6,874.7 
9,356.9 
6,823.1 
1,353.6 

$ 44,205.9 $ 38,682.0 

2,105.0 
9,917.9 

30,438.6 

375.0 
164.4 

6,221.4 

2,344.2 
10,666.1 
23,736.2 

175.0 
264.5 

6,174.0 

1996 

<C> 

45,332.0 
66,183.2 

16,197.5 

19,528.2 
10,252.5 
11,557.6 
1' 7 62. 9 

59,298.7 
(20,851.2) 

$ 38,447.5 

8,291.0 

8,277.3 
7,992.6 
6' 3 65 . 9 
1,693.9 

$ 32,620.7 

1,244.2 
1,101.2 
1,742.9 
1,669.5 

69. 0 

5,826.8 

9,535.2 

9,378.5 
9,735.5 
8,035.4 
1' 7 62. 9 

$ 38,447.5 

3,000.1 
10,597.4 
23,433.1 

175.0 
319.5 

4,521.5 
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offer tax refund antlclpatlon loans ("RAL's") ln the Unlted States and credlt 
and speclalty lnsurance ln the Unlted States, Unlted Klngdom and Canada. 
Household may also be referred to as "we," "us," or "our." We serve prlmarlly 
mlddle-market consumers ln the Unlted States, Unlted Klngdom and Canada. Our 
operatlons are dlvlded lnto three reportable segments: Consumer, Credlt Card 
Servlces, and Internatlonal. Our Consumer segment lncludes our consumer lendlng, 
retall servlces and auto flnance tuslnesses. Our consumer lendlng buslness 
lncludes our branch-based operatlons and our mortgage servlces buslness, whlch 
lncludes our correspondent buslness. Our Credlt Card Servlces segment lncludes 
our domestlc MasterCard and Vlsa credlt card buslness. Our Internatlonal segment 
lncludes our forelgn operatlons ln the Unlted Klngdom ("U.K.") and Canada. At 
December 31, 2000, our managed recelvables totaled $87.6 bllllon. Managed 
recelvables lnclude recelvables on our balance sheet and recelvables that we 
servlce for lnvestors as part of cur asset securltlzatlon program. 

OPEPATIONS SUNNARY 

. Our net lncome lncreased 14 percent ln 2000 to $1.7 bllllon, compared to $1.5 
bllllon ln 1999 and operatlng net lncome of $1.2 bllllon ln 1998. We deflne 
operatlng net lncome ln 1998 as lncome excludlng merger and lntegratlon related 
costs of $751.0 mllllon after-tax related to our merger wlth Beneflclal 
Corporatlon ("Beneflclal") and the $118.5 mllllon after-tax galn on the sale of 
Beneflclal's Canadlan operatlons. Net lncome was $524.1 mllllon ln 1998. Strong 

growth drlven by slgnlflcant recelvable growth across all buslnesses was 
the key to our lmproved results ln 2000 and 1999. Partlally offsettlng the 
revenue growth ln 2000 were hlgher operatlng expenses reflectlng our lnvestment 
ln growlng our buslness. In 2000, we lncreased technology, marketlng, e-commerce 
and personnel spendlng to support current growth and strengthen our ablllty to 
achleve sustalnable and conslstent revenue and recelvable growth ln the future. 
Net lncome ln 1999 also beneflted from decllnes ln operatlng expenses as a 
result of the Beneflclal merger and lmproved results ln our domestlc MasterCard 
and Vlsa buslness. 

Our dlluted earnlngs per share lncreased 16 percent ln 2000 to $3.55, 
compared to $3.07 ln 1999 and dlluted operatlng earnlngs per share of $2.30 
1998. Dlluted earnlngs per share, whlch lncludes both the merger and lntegratlon 
related costs and the galn on the sale of Beneflclal's Canadlan operatlons, was 
$1.0::\ ln 1ggR. 

Managed recelvables grew 22 percent to $87.6 bllllon ln 2000. All products 
were up over the prlor year perlod. Growth was strongest ln our consumer lendlng 
buslness, whlch lncludes our real estate secured and unsecured products, and our 
auto flnance buslness. 

Our return on average common shareholders' equlty ("ROE") was 23.4 percent ln 
2000, compared to 23.5 percent ln 1999 and 18.2 percent ln 1998. The ratlo for 
1998 excludes merger and lntegratlon related costs and the galn on sale of 
Beneflclal Canada. Our return on average owned assets ("ROA") was 2.44 percent 
ln 2000, compared to 2.64 percent ln 1999 and 2.29 percent ln 1998, excludlng 
the nonrecurrlng ltems. Our return on average managed assets ("ROMA") was 1.93 
percent ln 2000, compared to 1.99 percent ln 1999 and 1.60 percent ln 1998, 
excludlng the nonrecurrlng ltems. Includlng the merger and lntegratlon related 
costs and the galn on sale of Beneflclal Canada, ROE was 8.1 percent, ROA was 
1.04 percent and ROMA was .72 percent ln 1998. The decreases ln our ROA and ROMA 
ln 2000 compared to 1999 reflect the shlft ln our portfollo mlx to lower margln 
real estate secured recelvables, hlgher lnterest costs due to the lncreaslng 
lnterest rate envlronment ln 2000 and hlgher operatlng expenses as we lncreased 
spendlng for technology, marketlng, e-commerce and personnel. The lncrease ln 
1999 over 1998 was prlmarlly attrlbutable to lmproved efflclency followlng the 
Beneflclal merger. 

Our consolldated managed net lnterest margln was 8.10 percent ln 2000, 
compared to 8.23 percent ln 1999 and 7.86 percent ln 1998. The decrease ln 2000 
reflects our contlnulng shlft to lower margln real estate secured recelvables 
whlch have lower credlt losses due to thelr secured nature. In addltlon, the 
decllne ln the margln reflects hlgher lnterest costs due to hlgher lnterest 
rates. The lncrease ln 1999 reflects hlgher ylelds resultlng from successful 
reprlclng ln our MasterCard and Vlsa and other unsecured portfollos and a lower 
cost of funds. 

Our normallzed managed basls efflclency ratlo was 34.2 percent ln 2000, 33.6 
percent ln 1999, and 37.6 percent ln 1998. The efflclency ratlo lS the ratlo of 
operatlng expenses to the sum of cur managed net lnterest margln and other 
revenues less pollcyholders' beneflts. We normallze, or adJust for, ltems that 
are not lndlcatlve of ongolng operatlons. The ratlo lncreased sllghtly ln 2000 
as we made lnvestments ln technolcgy, marketlng and e-commerce to support the 
growth of our buslnesses. The ratlo decreased ln 1999 due to cost savlngs and 
operatlng efflclencles achleved from the consolldatlon of Beneflclal's 
operatlons. Contlnued cost control efforts ln all our buslnesses beneflted both 
perlods. 

*MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa lS a reglstered trademark of VISA USA, Inc. 
<PAGE> 
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ACQUISITIONS AND DISPOSITIONS 

On February 7, 2000, we purchased all of the outstandlng capltal stock of 
Renalssance Holdlngs, Inc. ( "Renalssance"), a prl vately held lssuer of secured 
and unsecured credlt cards to non-prlme customers, for approxlmately $300 
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mllllon ln common stock and cash. The acqulsltlon provlded us wlth an 
establlshed platform for growlng the non-prlme credlt card buslness and an 
ablllty to expand our product offerlngs to customers and prospects ln our other 
buslnesses. The acqulsltlon was accounted for as a purchase and, accordlngly, 
Renalssance's operatlons have been lncluded ln our results of operatlons slnce 
February 7, 2000. 

In August 1999, we acqulred all of the outstandlng capltal stock of Declslon 
One Mortgage Company LLC ("Declslcn One") for approxlmately $60 mllllon ln 
common stock and cash. Declslon One orlglnates loans through a 30-state broker 
network and packages them for sale to lnvestors. The acqulsltlon was accounted 
for as a purchase and, accordlngly, earnlngs from Declslon One have been 
lncluded ln results of operatlons subsequent to the acqulsltlon date. 

On June 30, 1998, Household merged wlth Beneflclal Corporatlon 
("Beneflclal"), a consumer flnance holdlng company headquartered ln Wllmlngton, 
Delaware. The merger was accounted for as a poollng of lnterests and, therefore, 
the consolldated flnanclal statements lnclude the results of operatlons, 
flnanclal posltlon, and changes ln cash flows of Beneflclal for all perlods 
presented. 

In connectlon wlth the Beneflclal merger, we establlshed an lntegratlon plan 
to comblne the companles. The plan was approved by the approprlate levels of 
management and ldentlfled actlvltles that would not be contlnued as a result of 
the merger and the related costs cf exltlng those actlvltles. Pursuant to our 
plan, we accrued pre-tax merger and lntegratlon related costs of approxlmately 
$1 bllllon ($751 mllllon after-tax) ln 1998 whlch have been reflected ln the 
statement of lncome ln total costs and expenses. See Footnote 2 ln our 
consolldated flnanclal statements for further detall about the components of our 
merger and lntegratlon related costs. Durlng 1998, we made cash payments of $629 
mllllon and non-cash reductlons of $291 mllllon agalnst our restructurlng 
reserve. The restructure reserve llablllty was $80 mllllon at December 31, 1998. 
We completed our merger and lntegratlon plan durlng 1999. The costs lncurred to 
execute the plan were conslstent wlth our orlglnal estlmated cost of $1 bllllon. 

Durlng the flrst quarter of 1998, we completed the sale of Beneflclal's 
Canadlan operatlons and recorded an after-tax galn of approxlmately $118.5 
mllll on. Tn Aprll 1 ggR, thP SAl p rf RPnPfl rl Al 1 s GPrmAn opPrAtl ons WAS Also 

completed. In 1997, Beneflclal announced lts lntent to sell the German 
operatlons and recorded an after-tax loss of approxlmately $27.8 mllllon after 
conslderatlon of a $31.0 mllllon tax beneflt. 

SEGMENT RESULTS 

The followlng summarlzes operatlng results for our reportable operatlng segments 
for 2000 compared to 1999 and 1998: 

. Our Consumer segment reported hlgher net lncome ln 2000 compared to prlor 
years. Net lncome lncreased to $1.3 bllllon, compared to $1.0 bllllon ln 1999 
and $.8 bllllon ln 1998. Managed recelvables grew to $64.0 bllllon at year-end 
2000, up 28 percent from $49.9 bllllon ln 1999 and $41.2 bllllon ln 1998. Each 
of our buslnesses contrlbuted to cur hlgher managed recelvables. We had our 
strongest growth ln our real estate secured loans. In 2000, ln addltlon to 
strong organlc growth, we took advantage of consolldatlon ln the home equlty 
lndustry by acqulrlng real estate secured portfollos of $2.2 bllllon ln March 
and $1.5 bllllon ln June. ROA was 2.54 percent ln 2000, compared to 2.58 percent 
ln 1999 and 2.77 percent ln 1998. Thls ratlo decllned over prlor years due to 
the hlgher proportlon of lower-yleldlng real estate secured recelvables whlch 
remaln on our balance sheet. We have not securltlzed real estate secured loans 
slnce 1997. ROMA lncreased to 2.1E percent ln 2000 from 2.11 percent ln 1999 and 
2.09 percent ln 1998. The lmproved results were drlven by strong recelvable 
growth, whlch resulted ln hlgher levels of net lnterest lncome and other 
revenues. The hlgher revenues were partlally offset by our hlgher spendlng. 
Hlgher salary and sales lncentlve expenses and hlgher marketlng expenses 
reflected our lnvestment ln the growth of our buslnesses. Our credlt loss 
provlslon also rose reflectlng the lncreased levels of recelvables. Results for 
1999 also reflect efflclencles achleved as we successfully lntegrated 
Beneflclal's branch operatlons. 

Our Credlt Card Servlces segment also reported lmproved results due to our 
successful and reprlclng of thls segment over the past two years. 
Net lncome lncreased to .7 mllllon ln 2000, compared to $152.8 mllllon ln 
1999 and $140.8 mllllon ln 1998. ~anaged recelvables grew to $16.0 bllllon at 
year-end 2000, compared to $13.9 Lllllon ln 1999 and $14.8 bllllon ln 1998. The 
lncrease ln managed recelvables ln 2000 was prlmarlly due to growth ln our Unlon 
Prlvllege ("UP") portfollo, our afflnlty card relatlonshlp wlth the AFL-CIO 
labor federatlon, and growth ln our non-prlme credlt card program. Thls growth 
was partlally offset by attrltlon ln our legacy undlfferentlated Household Bank 
branded portfollo on whlch we have llmlted marketlng 
<PAGE> 
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efforts. In 2000, the new GM Card(R) was launched. Thls re-launch contrlbuted to 
the generatlon of over 600 thousand new accounts ln 2000. The decllne ln segment 
managed recelvables ln 1999 reflects attrltlon ln the flrst half of the year 
resultlng from our reposltlonlng lnltlatlves. These reposltlonlng lnltlatlves 
lncluded modlflcatlon of the GM Card(R), reprlclng of the UP portfollo, 
de-emphaslzlng our undlfferentlated portfollo and re-targetlng our Household 
Bank branded portfollo to our tradltlonal mlddle-market customer. Once the 
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reposltlonlng efforts were completed, solld growth resumed ln the second half of 
1999 and contlnued lnto 2000. ROA was 2.91 percent ln 2000, compared to 2.42 
percent ln 1999 and 1.80 percent ln 1998. ROMA lmproved to 1.33 percent, 
compared to 1.01 percent ln 1999 and .75 percent ln 1998. The lmproved operatlng 
results ln 2000 prlmarlly were due to lncreased net lnterest margln from better 
prlclng and hlgher fee lncome. Credlt loss provlslon and marketlng expense also 
lncreased to support the growlng ~ortfollo. The lmproved operatlng results ln 
1999 were prlmarlly due to lower cperatlng expenses, lower loss provlslon and 
hlgher net lnterest margln. The hlgher net lnterest margln was due to better 
prlclng and was achleved desplte lower average recelvables. The lmprovements 
1999 were partlally offset by lower securltlzatlon and fee lncome . 

. Our Internatlonal segment reported lmproved results. Net lncome lncreased to 
$230.1 mllllon ln 2000, compared to $218.7 mllllon ln 1999 and $153.7 mllllon ln 
1998. Net lncome ln 2000 lncludes negatlve forelgn exchange lmpacts of $15 
mllllon. Managed recelvables totaled $7.8 bllllon at year-end 2000, compared to 
$7.6 bllllon ln 1999 and $7.4 bllllon ln 1998. Recelvable balances at December 
31, 2000 lnclude negatlve forelgn exchange lmpacts of almost $600 mllllon 
compared to the prlor year. When reported ln local currency, all products 
reported recelvable growth wlth the strongest growth comlng from our MasterCard 
and Vlsa portfollo ln the Unlted Klngdom. Marbles(TM), our Internet-based credlt 
card that was launched ln October 1999, was the prlmary contrlbutor to the 
growth. ROA was 3.12 percent ln 2000, compared to 2.97 percent ln 1999 and 2.16 
percent ln 1998. ROMA was 2.71 percent ln 2000, compared to 2.57 percent ln 1999 
and 1.86 percent ln 1998. In 2000, hlgher revenues from recelvable growth were 
partlally offset by hlgher salary expense. The lmproved operatlng results ln 
1999 were drlven by lmproved efflclency, as well as hlgher revenues due to 
recelvable growth ln the U.K. 

BALANCE SHEET REVIEW 

Recelvables growth has been a key contrlbutor to our 2000 results. All consumer 
products reported year-over-year growth. The strongest growth came from our 
consumer lendlng buslness, whlch lncludes our real estate secured and unsecured 
products, and our auto flnance buslness. Our managed portfollo, whlch lncludes 
recelvables on our balance sheet ~lus recelvables servlced wlth llmlted 
recourse, lncreased $15.9 bllllon to $87.6 bllllon at December 31, 2000. Growth 
ln Ollr mc=mc=JgPrl portfnlln lS shown ln thP follnwlnCJ tc=JhlP: 

<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. December 31, 2000 

Increase (Decrease) 
ln 2000/1999 

<S< <C< <C< <C< 
Managed recelvables: 
Real estate secured .................................. . 
Auto flnance ......................................... . 
MasterCard/Vlsa ...................................... . 
Prl vate label ........................................ . 
Other unsecured ...................................... . 
Commerclal and other ................................. . 

Total ................................................ . 

</TABLE< 

36,637.5 
4,563.3 

17,583.4 
11,997.3 
16,227.3 

598.6 

87,607.4 

. Real estate secured recelvables lncreased $9.7 bllllon to $36.6 bllllon durlng 
2000. Favorable market condltlons, reduced competltlon and lmproved customer 
retentlon were key contrlbutors tc our growth. Our branch sales force contlnued 
to beneflt from our centrallzed lead management and polnt-of-sale system 
resultlng ln lncreased productlvlty and strong growth ln our HFC and Beneflclal 
branches. Our correspondent buslness also reported strong year-over-year growth. 
We supplemented the strong lnternal growth wlth opportunlstlc portfollo 
acqulsltlons of $2.2 bllllon ln the flrst quarter and $1.5 bllllon ln the second 
quarter of 2000. 
<PAGE> 
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Our auto flnance buslness expanded lts sales force by approxlmately 60 people, 
whlch lmproved our relatlonshlps wlth exlstlng dealers and lncreased the number 
of our dealer relatlonshlps. Contlnued consolldatlon wlthln the non-prlme auto 
flnance lndustry has resulted ln more ratlonal prlclng and fewer competltors. 
These factors drove the $1.5 bllllon lncrease ln our auto flnance loans to $4.6 
bllllon at the end of 2000. Approxlmately half of the new volume was generated 
through our Mlllennlum program, whlch was lntroduced ln the second quarter of 
1999. We belleve thls product enaLles us to target hlgher quallty customers at 
competltlve rates and to add credlt dlverslflcatlon to our non-prlme segment. In 
addltlon to lts posltlve lmpact on recelvable growth, the Mlllennlum product has 
begun to posltlvely lmpact our credlt loss characterlstlcs. Growth was also 
generated Vla the Internet. Our Internet customers tend to have hlgher credlt 
scores and thus are a lower credlt rlsk than our tradltlonal dealer relatlonshlp 
customers. 

MasterCard and Vlsa recelvables grew 11 percent to $17.6 bllllon. Our UP 
portfollo and our marbles(TM) card portfollo ln the U.K. reported solld 
year-over-year growth. Thls growth was offset, as expected, by contlnued 
attrltlon ln our undlfferentlated Household Bank portfollo and reflects our 
strategy to de-emphaslze thls low margln buslness. Our non-prlme credlt card 
program, whlch was boosted by the February 2000 Renalssance acqulsltlon, also 

9,702.0 
1,523.5 
1,790.3 

727.6 
2,345.4 

I 209.7 I 

$15,879.1 
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Increase (Decrease) 
ln 1999/1998 

<C< 

$4,605.4 
1,274.5 

I 817.7 I 
892.2 

1,911.3 
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$7,820.6 
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reported strong, but controlled, growth ln both recelvables and number of 
accounts. At December 31, 2000, we had 2.5 mllllon actlve accounts and 
recelvables had almost trlpled slnce the acqulsltlon to $1.4 bllllon. In March 
2000, the new GM Card(R) was launched. The new product lncludes expanded 
Internet capabllltles, new features for cardholders, and a renewed emphasls on 
the GM dealer channel as an lmportant source of new Slnce the 
re-launch, GM Card(R) accounts and recelvables have 10%. 

Prlvate label recelvables lncreased 6 percent to $12.0 bllllon durlng 2000 
prlmarlly due to organlc growth by exlstlng merchants. In 2000, we concentrated 
on lncreaslng customer acceptance rates on our merchant base through more 
focused marketlng plans. We also expanded the use of customer level data to help 
merchants better understand customer purchaslng patterns ln order to leverage 
the use of thelr prlvate label prcgram to maxlmlze retall sales. 

Strong growth ln our domestlc consumer lendlng branches was the drlver of the 
17 percent lncrease ln our other unsecured recelvables. As mentloned earller, 
lmproved customer retentlon, as well as lower turnover and lncreased 
productlvlty from our branch sales force, comblned wlth favorable market 
condltlons, contrlbuted to our strong branch growth. Included ln our unsecured 
portfollo are our personal homeowner loans ("PHLs"), whlch are underwrltten and 
prlced as unsecured loans but lnclude a llen on real estate. Consequently, these 
loans have lower credlt loss severlty than tradltlonal unsecured loans. At 
December 31, 2000, PHLs, whlch are lncluded ln the other unsecured category, 
comprlsed 4.4 percent of our managed portfollo. A year earller these loans 
represented 3.5 percent . 

. Our dlstrlbutlon channels and growth strategles vary across product llnes. The 
consumer lendlng buslness orlglnates real estate and unsecured products through 
lts retall branch network, corres~ondents, dlrect mall, telemarketlng and 
Internet appllcatlons. Prlvate laLel credlt card volume lS generated through 
merchant promotlons, appllcatlon dlsplays, Internet appllcatlons, dlrect mall 
and telemarketlng. Auto flnance lean volume lS generated prlmarlly through 
dealer relatlonshlps from whlch lnstallment contracts are purchased. Addltlonal 
auto flnance volume lS generated through dlrect lendlng whlch lncludes alllance 
partner referrals, Internet appllcatlons and dlrect mall. MasterCard and Vlsa 
loan volume lS generated prlmarlly through dlrect mall, telemarketlng, Internet 
Appll rc=Jtl ems, Appll rc=Jtl on rll splAys Anrl promotl onc=Jl Artl Vl ty c=Jssorl c=JtPrl Wl th nllr 

co-brandlng and afflnlty relatlonshlps. We also supplement lnternally generated 
recelvable growth wlth opportunlstlc portfollo acqulsltlons. 

We have ldentlfled the potentlal for selllng more products to exlstlng 
customers as an opportunlty for recelvable growth. Thls opportunlty results from 
our broad product array, recognlzed brand names, varled dlstrlbutlon channels, 
and large, dlverse customer base. As a result of these cross-selllng 
lnltlatlves, durlng 2000, we lncreased our products per customer by 10 percent 
over 1999. 

The Internet lS also an lncreaslngly lmportant dlstrlbutlon channel and lS 
enabllng us to expand lnto new customer segments and serve current customers 
a more cost-effectlve manner. Recelvables orlglnated Vla the Internet were 
almost $600 mllllon at December 31, 2000. At December 31, 2000, over 340,000 
accounts were orlglnated or servlced Vla the Internet. We are currently 
acceptlng loan appllcatlons Vla the Internet for most of our products and have 
the ablllty to serve our customers entlrely on-llne or ln comblnatlon wlth 
other dlstrlbutlon channels. We offer on-llne customer care ln some of our 
buslnesses wlth the goal to expand across all products ln 2001. 
<PAGE> 
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. Owned assets totaled $76.7 bllllon at December 31, 2000 and $60.7 bllllon at 
year-end 1999. Owned recelvables may vary from perlod to perlod dependlng on the 
tlmlng and slze of asset securltlzatlon transactlons. We had lnltlal 
securltlzatlons, excludlng replenlshments of prlor securltlzatlons, of $7.0 
bllllon of recelvables ln 2000 and $5.2 bllllon ln 1999. We refer to the 
securltlzed recelvables that are servlced for lnvestors and not on our balance 
sheet as our off-balance sheet portfollo . 

. The managed consumer two-months-and-over contractual dellnquency ratlo 
decreased to 4.20 percent at December 31, 2000 from 4.66 percent at December 31, 
1999. The 2000 managed consumer net chargeoff ratlo was 3.64 percent, compared 
to 4.13 percent ln 1999 and 4.29 ~ercent ln 1998. 

The owned consumer two-months-and-over contractual dellnquency ratlo decreased 
to 4.26 percent at December 31, 2000 from 4.81 percent at December 31, 1999. The 
2000 owned net chargeoff ratlo was 3.18 percent, compared to 3.67 
percent ln 1999 and 3.76 percent ln 1998 . 

. Our managed credlt loss reserves were $3.2 bllllon at December 31, 2000, 
compared to $2.7 bllllon at DecemLer 31, 1999. Credlt loss reserves as a percent 
of managed recelvables were 3.65 ~ercent at December 31, 2000, compared to 3.72 
percent at year-end 1999 . 

. Our owned credlt loss reserves were $2.1 bllllon at December 31, 2000, 
compared to $1.8 bllllon at DecemLer 31, 1999. Credlt loss reserves as a percent 
of owned recelvables were 3.14 percent at December 31, 2000, compared to 3.36 
percent at year-end 1999 . 

. In connectlon wlth our $2 bllllon share repurchase program, we repurchased 5.4 
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mllllon shares of our common stock for a total of $209.3 mllllon durlng 2000. 
Slnce announclng our share repurchase program ln March 1999, we have repurchased 
22.2 mllllon shares for a total of $922.2 mllllon . 

. Our total shareholders' equlty (lncludlng company obllgated mandatorlly 
redeemable preferred securltles of subsldlary trusts) to assets ratlo 
was 9.07 percent, compared to 8.72 percent at December 31, . The ratlo of 
tanglble equlty to tanglble managed assets was 7.41 percent, compared to 6.96 
percent at year-end 1999. 

PRO FORMA MANAGED STATEMENTS OF INCOME 

Securltlzatlons of consumer recelvables have been, and Wlll contlnue to be, a 
source of llquldlty for us. We contlnue to servlce securltlzed recelvables after 
they have been sold and retaln a llmlted recourse llablllty for future credlt 
losses. We lnclude revenues and credlt-related expenses related to the off
balance sheet portfollo ln one llne ltem ln our owned statements of lncome. 
Speclflcally, we report net lnterest margln, provlslon for credlt losses, fee 
lncome, and securltlzatlon related revenue as a net amount ln securltlzatlon 

We monltor our operatlons on a managed basls as well as on the owned basls 
shown ln our statements of lncome. Our pro forma managed lncome statement 
assumes that the securltlzed recelvables have not been sold and are stlll on our 
balance sheet. Consequently, the lncome and expense ltems dlscussed above are 
reclasslfled from securltlzatlon revenue lnto the approprlate captlon ln our pro 
forma managed basls lncome statement as lf the recelvables had not been 
securltlzed. Our pro forma managed basls lncome statement lS presented below. 
Our pro forma managed basls lncome statement lS not lntended to reflect the 
dlfferences between our accountlng pollcles for owned recelvables and the off
balance sheet portfollo, but merely to report net lnterest margln, fees and 
provlslon for losses as lf the securltlzed loans were held ln portfollo. 
Therefore, net lncome on a pro forma managed basls equals net lncome on an owned 
basls. 

We deflne the net effect of securltlzatlon actlvlty on our operatlons as 
securltlzatlon related revenue less the over-the-llfe provlslon for credlt 
l o:=;:=;p:=; on l nl tl Al :=iPrllrl tl 7c=Jtl on trc=Jnsc=Jrtl on:=;. SPrllrl tl 7c=Jtl on rPl c=JtPrl rPvPnlJP 

lncludes gross lnltlal galns on current perlod securltlzatlon transactlons less 
amortlzatlon of current and prlor perlod securltlzatlon galns. The over-the-llfe 
provlslon for credlt losses on lnltlal securltlzatlon transactlons lS reported 
ln our pro forma managed lncome statement as a component of provlslon for credlt 
losses. The net effect of securltlzatlon actlvlty Wlll vary dependlng upon the 
amount and mlx of securltlzatlons ln a partlcular perlod. 
<PAGE> 
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PRO FORMA MANAGED STATEMENTS OF INCOME 

Year ended December 31 

<S> 
Flnance and other lnterest lncome ................................................... . 
Interest expense .................................................................... . 

Net lnterest margln ................................................................. . 
Provlslon for credl t losses ......................................................... . 

Net lnterest margln after provlslcn for credlt losses ............................... . 

Insurance revenue ................................................................... . 
Investment lncome ................................................................... . 
Fee lncome .......................................................................... . 
Securl tlzatlon related revenue ...................................................... . 
Other lncome ........................................................................ . 
Galn on sale of Beneflclal Canada ................................................... . 

Total other revenues ................................................................ . 

Salarles and frlnge benefl ts ........................................................ . 
Sales lncentlves .................................................................... . 
Occupancy and equlpment expense ..................................................... . 
Other marketlng expenses ............................................................ . 
Other servlclng and admlnlstratlve expenses ......................................... . 
Amortlzatlon of acqulred lntanglbles and goodwlll ................................... . 
Pollcyholders' benefl ts ............................................................. . 
Merger and lntegratlon related costs ................................................ . 

Total costs and expenses ............................................................ . 

Income before lncome taxes .......................................................... . 
Income taxes ........................................................................ . 

Net lncome .......................................................................... . 

Average managed recel vables ......................................................... . 
Average nonlnsurance lnvestments .................................................... . 
Other lnterest-earnlng assets ....................................................... . 

2000 

<C> 
$11,702.7 

5,212.7 

6,490.0 
3,252.4 

3,237.6 

5 61.2 
174.2 

1,470.4 
242.9 
228.8 

2,677.5 

1,312.1 
203.6 
306.6 
470.9 
589.7 
160.0 
261.7 

3,304.6 

2,610.5 
909.8 

$ 1,700.7 

$79,132.2 
539.3 
434.1 

<C> 

1999 

9,375.7 
3,836.5 

5,539.2 
2,781.8 

2,757.4 

534.6 
168. 8 

1,205.5 
116.0 
223.8 

2,248.7 

1,048.7 
145. 9 
270.9 
370.0 
5 47. 9 
143. 9 
258.1 

2,785.4 

2,220.7 
734.3 

1,486.4 

66,314.7 
558.6 
416.4 
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1998 

8,975.4 
3,881.3 

5,094.1 
2,716.0 

2,378.1 

492. 8 
161.2 

1,181.2 
216.8 
243.7 
189.4 

2,485.1 

1,021.3 
106.2 
316.1 
403.2 
654. 9 
170.6 
238.2 

1,000.0 

3,910.5 

952.7 
428.6 

524.1 

63,677.1 
803.7 
302.6 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015605 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 99 of 148 PageID #:80297



Average managed lnterest-earnlng assets ............................................. . 

</TABLE> 
RESULTS OF OPERATIONS 

The followlng dlscusslon on revenues, where appllcable, and provlslon for credlt 
losses lncludes comparlsons to amcunts reported on our hlstorlcal owned 
statements of ( "Ovmed Basls"), as well as on the above pro forma managed 
statements of lncome ("Managed Basls"). 

Net Interest Margln Our net lnterest margln on an Owned Basls lncreased to $4.8 
bllllon 2000, up from $3.8 bllllon ln 1999 and $3.1 bllllon ln 1998. As a 
percent of average ovmed lnterest-earnlng assets, net lnterest margln was 7.75 
percent ln 2000, 7.80 percent ln 1999, and 7.34 percent ln 1998. In 2000, better 
prlclng and growth ln average owned lnterest-earnlng assets resulted ln hlgher 
net lnterest margln dollars whlch was partlally offset by hlgher lnterest costs. 
On a percentage basls, net lnterest margln was lmpacted by a shlft ln the 
portfollo to lower margln real estate secured recelvables and hlgher lnterest 
costs. In 2000, the Federal Reserve ralsed lnterest rates 3 tlmes for a total of 
100 basls polnts ln addltlon to the 75 basls polnt lncrease ln 1999. Thls 
resulted ln absolute hlgher levels of lnterest costs as well as delays ln 
reprlclng our portfollos ln response to the lncreases. The lncrease ln net 
lnterest margln ln 1999 was due tc growth ln average lnterest-earnlng assets and 
hlgher lnterest spreads. The lnterest spread represents the dlfference between 
the yleld earned on lnterest-earnlng assets and the cost of the debt used to 
fund the assets. Although lnterest rates decreased durlng the last half of 1998 
and lncreased durlng the last half of 1999, the tlmlng of these rate changes 
resulted ln a lower average rate for 1999 than for 1998. 
<PAGE> 
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Our net lnterest margln on a Managed Basls lncreased to $6.5 bllllon ln 2000, up 
from $5.5 bllllon ln 1999 and $5.1 bllllon ln 1998. As a percent of average 
managed lnterest-earnlng assets, net lnterest margln was 8.10 percent ln 2000, 
8.23 percent ln 1999, and 7.86 percent ln 1998. The decrease ln the ratlo ln 
2000 reflects the contlnued shlft ln the portfollo to lower margln real estate 
secured recelvables and hlgher lnterest costs due to lncreases ln lnterest 
rates, partlally offset by lmproved prlclng ln our MasterCard and Vlsa 
portfollo. Durlng 1999, prlclng lmprovements ln our MasterCard and Vlsa and 
other unsecured portfollos and lower cost of funds contrlbuted to the hlgher 
rates. Although lnterest rates decreased durlng the last half of 1998 and 
lncreased durlng the last half of 1999, the tlmlng of these rate changes 
resulted ln a lower average rate for 1999 than for 1998. These lncreases 
partlally offset by an lncrease ln the percentage of secured loans. 

Net lnterest margln as a percent of recelvables on a Managed Basls lS 
greater than on an Ovmed Basls because auto flnance and MasterCard and Vlsa 
recelvables, whlch have wlder spreads, are a larger portlon of the off-balance 
sheet portfollo than of the owned portfollo. 

Because we generally are able to adJust our prlclng ln response to lnterest 
rate changes, we remaln relatlvely lnterest rate lnsensltlve. At both December 
31, 2000 and 1999, we estlmated that our after-tax earnlngs would decllne by 
about $81 mllllon followlng a gradual 200 basls polnt lncrease ln lnterest rates 

a twelve month perlod. 

See pages 48 through 50 for addltlonal lnformatlon regardlng our Owned 
Basls and Managed Basls net lnterest margln. 

Provlslon for Credlt Losses The provlslon for credlt losses lncludes current 
perlod credlt losses and an amount whlch we belleve lS sufflclent to malntaln 
reserves for losses of prlnclpal, lnterest and fees at a level that reflects 
known and lnherent losses ln the ~ortfollo. The Managed Basls provlslon for 
credlt losses also lncludes the over-the-llfe reserve requlrement establlshed 
the off-balance sheet portfollo when recelvables are securltlzed. 

The provlslon for credlt losses on an Owned Basls totaled $2.1 bllllon ln 
2000, compared to $1.7 bllllon ln 1999 and $1.5 bllllon ln 1998. The lncrease 
2000 was prlmarlly due to lncreases ln chargeoffs due to recelvable growth, 
except for a decrease ln chargeoffs ln our MasterCard and Vlsa portfollo. 
Addltlonally, desplte the shlft tc secured loans and lmproved credlt quallty, we 
recorded excess owned loss provlslon of almost $200 mllllon ln 2000 due to our 
rapld recelvable growth. The lncrease ln the 1999 provlslon for credlt losses 
was due to hlgher chargeoffs ln our unsecured and prlvate label portfollos. The 
provlslon for credlt losses on an Owned Basls may vary from year to year, 
dependlng on the amount of securltlzatlons ln a partlcular perlod. As a percent 
of average ovmed recelvables, the provlslon was 3.50 percent, compared to 3.59 
percent ln 1999 and 3.64 percent ln 1998. The decllne ln thls ratlo reflects 
lmprovlng credlt quallty as secured loans represent a larger percentage of our 
owned portfollo and the run-off of our Household Bank branded MasterCard and 
Vlsa portfollo whlch has hlgher less rates. 

The provlslon for credlt losses on a Managed Basls was $3.3 bllllon ln 2000, 
$2.8 bllllon ln 1999, and $2.7 bllllon ln 1998. The provlslon as a percent of 
average managed recelvables was 4.11 percent ln 2000, 4.19 percent ln 1999, and 
4.27 percent ln 1998. The Managed Basls provlslon lS lmpacted by the type and 
amount of recelvables securltlzed durlng the year and substantlally offsets the 
lncome recorded on the securltlzatlon transactlons. 

$80,105.6 $ 67,289.7 
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Other Revenues Total other revenues on an Owned Basls were $3.3 bllllon ln 2000, 
$2.9 bllllon ln 1999, and $3.2 bllllon ln 1998. Total other revenues on a 
Managed Basls were $2.7 bllllon ln 2000, $2.2 bllllon 1999, and $2.5 bllllon 
ln 1998. Total other revenues ln 1998 lncluded a pre-tax galn of $189.4 mllllon 
from the sale of Beneflclal's Canadlan operatlons. 

Securltlzatlon revenue on an Ohned Basls was $1.5 bllllon ln 2000, compared 
to $1.4 bllllon ln 1999 and $1.5 Lllllon ln 1998. The lncrease ln 2000 was due 
to hlgher average securltlzed recelvables and changes ln portfollo mlx. The 
decrease ln 1999 was prlmarlly due to lower average securltlzed recelvables. The 
components of securltlzatlon revenue are reclasslfled to the approprlate captlon 

the pro forma statements of lncome on a Managed Basls. 

Securltlzatlon related revenue on a Managed Basls was $242.9 mllllon ln 2000, 
$116.0 mllllon ln 1999, and $216.8 mllllon ln 1998. The net effect of 
securltlzatlon actlvlty, after establlshlng credlt loss reserves on lnltlal 
transactlons, decreased lncome by $270.1 mllllon ln 2000, $266.2 mllllon ln 
1999, and $177.1 mllllon ln 1998. Pro forma lncome decreased because 
amortlzatlon of current and prlor perlod securltlzatlon galns exceeded lnltlal 
galns on new transactlons. Securltlzatlon related revenue and the net effect of 
securltlzatlon actlvlty Wlll vary from year to year dependlng upon the amount 
and mlx of securltlzatlons ln a partlcular perlod. 
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The followlng table lncludes securltlzatlon related revenue on a Managed Basls 
and the net effect of securltlzatlon actlvlty on our operatlons: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Gross lnl tlal galns ................................................................. . 
Arnortlzatlon ........................................................................ . 

Securl tlzatlon related revenue ...................................................... . 
Over-the-llfe provlslon on lnltlal transactlons ..................................... . 

Net effect of securltlzatlon actlvlty ............................................... . 

</TABLE< 

Insurance revenue of $561.2 mllllon ln 2000 was up from $534.6 mllllon ln 
1999 and $492.8 mllllon ln 1998. The lncreases reflect lncreased sales on a 
larger loan portfollo and lmproved retentlon ln our consumer lendlng branch 
systems. 

Investment lncome lncludes lnterest lncome on lnvestment securltles ln the 
lnsurance buslness as well as reallzed galns and losses from the sale of 
lnvestment securltles. Investment lncome was $174.2 mllllon ln 2000, compared to 
$168.8 mllllon ln 1999 and $161.2 mllllon ln 1998. The lncreases were due to 
hlgher average lnvestment balances and ln 2000, hlgher ylelds. 

Fee lncome on an Owned Basls lncludes revenues from fee-based products such 
credlt cards. Fee lncome was $825.8 mllllon ln 2000, $595.5 mllllon ln 1999, 

and $599.7 mllllon ln 1998. The lncrease ln 2000 lS prlmarlly due to hlgher 
credlt card fees from growth ln our non-prlme credlt card portfollo. The 
decrease ln 1999 reflects the lmpact of the reposltlonlng of our Household Bank 
branded credlt card portfollo and the sale of $1.9 bllllon of recelvables ln the 
second half of 1998. Owned fee lncome Wlll also vary from year to year dependlng 
upon the amount of securltlzatlons ln a partlcular perlod. 

Fee lncome on a Managed Basls was $1.5 bllllon ln 2000, compared to $1.2 
bllllon ln 1999 and 1998. The lncrease ln 2000 was prlmarlly due to the 
prevlously dlscussed lncrease ln cur non-prlme credlt card portfollo. In 1999, 
credlt card and lnterchange fees lncreased sllghtly desplte an 18 percent 
decrease ln average managed credlt card recelvables. 

Other lncome, whlch lncludes revenue from our RAL buslness, was $228.8 
mllllon ln 2000, $223.8 mllllon ln 1999, and $243.7 mllllon ln 1998. RAL 
was $132.7 mllllon ln 2000, $130.E mllllon ln 1999, and $73.0 mllllon ln 1998. 
Results for 1998 reflected non-recurrlng galns on sales of non-strateglc assets. 

Expenses Total costs and expenses lncreased 19% to $3.3 bllllon ln 2000, 
compared to $2.8 bllllon ln 1999 and $3.9 bllllon ln 1998. In 2000, hlgher 
expenses were drlven by hlgher recelvable levels and lncreased operatlng, 
technology, marketlng, e-commerce, and personnel spendlng dlrectly related to 
recelvable growth. Acqulsltlons durlng the flrst half of 2000 also contrlbuted 
to lncreased expenses over the prlor year. Operatlng expenses, excludlng the 
one-tlme merger related costs of $1.0 bllllon, were down ln 1999 compared to 
1998. Cost savlngs and operatlng efflclencles from the Beneflclal lntegratlon 
and contlnued cost control efforts throughout the company resulted ln lower 
occupancy and equlpment, salarles and frlnge beneflts and other costs. 
Integratlon related decreases ln salarles and frlnge beneflts were offset by 
growth throughout our buslnesses. Our managed efflclency ratlo was 34.2 percent 

2000, compared to 33.6 percent ln 1999 and 37.6 percent 1998. 

Salarles and frlnge beneflts were $1.3 bllllon ln 2000, up from $1.0 bllllon 
both 1999 and 1998. Addltlonal stafflng to support growth and collectlon 

2000 1999 

<r:> <r:> <r:> 
683.1 $ 493.3 

I 440.2 I 1377.31 

242.9 116.0 
513.0 382.2 

$ 1270.1 I $1266.21 $ 
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efforts ln our consumer lendlng buslness contrlbuted to the lncrease over prlor 
years. Growth ln our credlt card Luslness, lncludlng the lmpact of acqulsltlons, 
also contrlbuted to the lncrease ln 2000. In 1999, growth ln our consumer 
lendlng and auto flnance buslnesses were partlally offset by efflclencles 
resultlng from Beneflclal staff reductlons. 

Sales lncentlves were $203.6 mllllon ln 2000, compared to $145.9 mllllon ln 
1999 and $106.2 mllllon ln 1998. The lncreases were prlmarlly due to hlgher 
sales volumes ln our branches. 

Occupancy and equlpment expense was $306.6 mllllon ln 2000, compared to 
$270.9 mllllon ln 1999 and $316.1 mllllon ln 1998. The lncrease ln 2000 was 
prlmarlly assoclated wlth our Tam~a, Florlda collectlons center and other 
facllltles acqulred ln the flrst half of the year. These facllltles have 
supported our recelvable growth. The reductlons ln 1999 compared to 1998 
prlmarlly were due to the ellmlnatlon of dupllcate branch offlces and operatlng 
centers, lncludlng the sublease of the Beneflclal offlce complex. 
<PAGE> 
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Other marketlng expenses lnclude payments for advertlslng, dlrect mall 
programs and other marketlng expendltures. These expenses were $470.9 mllllon 
2000, compared to $370.0 mllllon ln 1999 and $403.2 mllllon ln 1998. The 
lncrease ln 2000 was prlmarlly due to lncreased credlt card marketlng 
lnltlatlves. The decrease ln 1999 compared to 1998 was due to lower spendlng 
marketlng programs on our Household Bank branded MasterCard and Vlsa portfollo 
partlally offset by hlgher marketlng spendlng ln the U.K. assoclated wlth the 
launch of our marbles(TM) card ln the fourth quarter of 1999. 

Other servlclng and admlnlstratlve expenses were $589.7 mllllon ln 2000, 
$547.9 mllllon ln 1999, and $654.9 mllllon ln 1998. The lncrease ln 2000 was 
prl mArl l y rilJP to p-rommPrrP l nl tl c=Jtl VP:=i Anrl l nrrPA:=iPrl ro:=;t:=; rP:=illl tl ng from thP 

Renalssance and real estate secured loan portfollo acqulsltlons. The decrease 
1999 was prlmarlly due to the consolldatlon of Beneflclal's operatlons whlch 
provlded cost savlngs ln system and admlnlstratlve costs. 

Amortlzatlon of acqulred lntanglbles and goodwlll was $160.0 mllllon ln 2000, 
$143.9 mllllon ln 1999, and $170.E mllllon ln 1998. The lncrease ln 2000 
reflects hlgher goodwlll amortlzatlon resultlng from the Renalssance 
acqulsltlon. The decrease ln 1999 reflects lower levels of lntanglble assets 
resultlng from the Household Bank branded credlt card portfollo sales ln 1998. 

Pollcyholders' beneflts were $261.7 mllllon ln 2000, $258.1 mllllon ln 1999, 
and $238.2 mllllon ln 1998. The lncreases are conslstent wlth the lncrease ln 
lnsurance revenues resultlng from lncreased pollcy sales. 

Income taxes. The effectlve tax rate was 34.9 percent ln 2000, 33.1 percent 
1999, and 34.4 percent ln 1998 (excludlng merger and lntegratlon related 

costs and the galn on sale of Beneflclal Canada). 

CPEDIT QUALITY 

Dellnquency and Chargeoffs Our dellnquency and net chargeoff ratlos reflect, 
among other factors, changes ln the mlx of loans ln our portfollo, the quallty 
of our recelvables, the average age of our loans, the success of our collectlon 
efforts and general economlc condltlons. Real estate secured recelvables, whlch 
have a slgnlflcantly lower chargecff rate than unsecured recelvables, 
represented 41.8 percent of our tctal managed recelvables and 52.2 percent of 
our total owned recelvables at December 31, 2000, compared to 37.5 percent and 
47.2 percent, respectlvely, ln 1999. The levels of personal bankruptcles also 
have a dlrect effect on the asset quallty of our overall portfollo and others ln 
our lndustry. 

We track dellnquency and chargeoff levels on both an owned and a managed 
basls. We apply the same credlt and portfollo management procedures to both our 
owned and off-balance sheet portfcllos. Our focus lS to use rlsk-based prlclng 
and effectlve collectlon efforts for each loan. We have a process whlch we 
belleve glves us a reasonable basls for predlctlng the credlt quallty of new 
accounts. Thls process lS based on our experlence wlth numerous marketlng, 
credlt and rlsk management tests. We also belleve that our frequent and early 
contact wlth dellnquent customers lS helpful ln managlng net credlt losses. 
Desplte these efforts to manage ln the current credlt envlronment, bankruptcles 
remaln an lndustry-wlde lssue and are dlfflcult to predlct. We have taken steps 
throughout 2000 to tlghten underwrltlng and credlt llne management ln llght of 
the uncertalnty surroundlng the economy. 

When evaluatlng credlt rlsk, we belleve that lt lS lmportant to also conslder 
rlsk adJusted revenue because our blggest protectlon agalnst credlt loss lS the 
ablllty to prlce for lt. Rlsk adJusted revenue on a managed basls lncreased to 
7.55 percent ln 2000 from 7.37 percent ln 1999 and 6.90 percent ln 1998 
(excludlng the galn on the sale of Beneflclal's Canadlan operatlons). The 
lncrease ln 2000 was prlmarlly due to reduced chargeoffs. Thls lncrease was 
partlally offset by the prevlously dlscussed decreases ln net lnterest margln. 
In 1999, reduced chargeoffs were the prlmary reason for the lncrease. Increases 

net lnterest margln also contrlbuted to the lncrease ln 1999. 

Our chargeoff pollcy for consumer recelvables varles by product. Unsecured 
recelvables are wrltten off at the followlng stages of contractual dellnquency: 
MasterCard and Vlsa-6 months; prlvate label-9 months; and other unsecured-9 
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months and no payment recelved ln 6 months. For real estate secured recelvables, 
carrylng values are wrltten down to net reallzable value at the tlme of 
foreclosure. For loans secured by automoblles, carrylng values are wrltten down 
to net reallzable value when the loan becomes 5 months contractually dellnquent. 
Commerclal recelvables are wrltten off when lt becomes apparent that an account 
l5 uncollectlble. 
<PAGE> 
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CONSUMER TWO-MONTH-AMD-CVER CONTRACTUAL DELINQUENCY RATIOS 

2000 Quarter End 

<S> <C> <C> <C> 
Managed: 
Real estate secured. .. .. .. . . .. .. .. .. .. 2. 63% 2. 77% 2.72% 
Auto flnance .. .. .. .. .. . . .. .. .. .. .. 2.55 2.19 1. 99 
MasterCard/Vlsa. .. .. .. .. . . .. .. .. .. .. 3.49 3.48 3.14 
Prlvate label. .. .. .. .. . . .. .. .. .. .. 5.48 5. 67 5.77 
Other unsecured. .. .. .. .. . . .. .. .. .. .. 7. 97 7.72 7.92 

Total Managed. .. .. .. .. . . .. .. .. .. .. 4.20% 4.21% 4.16% 

Total Owned. .. .. .. .. .. . . .. .. .. .. .. 4.26% 4.29% 4. 25% 

</TABLE> 

Our managed consumer dellnquency ratlo at year-end remalned stable compared to 
the thlrd quarter and was down sharply compared to the prlor year. The modest 
lncrease ln auto flnance and other unsecured dellnquency durlng the quarter 
rilJP to normAl ACJlnCJ of ollr portfollo:=i Anrl :=;pc=J:=;onc=Jllty ln Ollr Allto flnAnrP 

buslness. 

Compared to a year ago, managed dellnquency decllned 46 basls polnts due to 
lmprovements ln our real estate secured, prlvate label and other unsecured 
portfollos. In our real estate secured portfollo, we contlnue to beneflt from 
the growlng percentage of loans on whlch we hold a flrst llen posltlon. Durlng 
2000, our consumer lendlng buslness added addltlonal collectlon staff whlch has 
resulted ln decreased dellnquency ln our real estate secured and other unsecured 
portfollos. Dellnquency ln our MasterCard and Vlsa portfollo has lncreased over 
the prlor year as a result of the lncrease ln the non-prlme portfollo. Thls 
lncrease lS compensated for wlth hlgher prlclng ln thls portfollo. 

The trends lmpactlng owned dellnquency as a percent of owned recelvables are 
generally conslstent wlth those descrlbed above for our managed portfollo. Owned 
dellnquency by product lS generally comparable to managed except for MasterCard 
and Vlsa and other unsecured where owned dellnquency lS greater due to the 
retentlon of recelvables on balance sheet that do not meet the ellglblllty 
crlterla for securltlzatlon. 

<TABLE> 
<CAPTION> 

CONSUMER NET CHARGEOFF RATIOS 

<C> 

2.99% 
1.52 
3. 06 
5.94 
8. 56 

4.43% 

4.58% 

Full Year 2000 Quarter Annuallzed Full Year 

2000 

<S> <C> <C> <C> <C> <C> 
Managed: 
Real estate secured .................. . 45% .41% .41% .47% .52% 
Auto flnance ......................... 4.80 5.22 4.45 4.28 5. 25 
MasterCard/Vlsa ...................... 5. 58 5.83 5.23 5.57 5. 69 
Prlvate label ........................ 5.35 5.06 5.28 5.43 5. 65 
Other unsecured ...................... 6.97 5.92 7.00 7.68 7. 41 

Total Managed ........................ 3.64% 3.41% 3.47% 3.74% 4.00% 

Total Owned .......................... 3 .18% 2.98% 3.01% 3.27% 3.53% 

</TABLE> 

Our annuallzed fourth quarter 2000 chargeoff ratlo lmproved for the thlrd 
consecutlve quarter and reached lts lowest level slnce the fourth quarter of 
1996. The sequentlal lncrease ln auto flnance chargeoffs was attrlbutable to 
seasonallty and aglng of the portfollo. Our MasterCard and Vlsa portfollo 
reflects hlgher chargeoff ln our non-prlme portfollo. Our prlvate label, real 
estate secured and other unsecured portfollos reflect the beneflts of lmproved 
collectlons and, relatlng to our real estate secured and other unsecured 
portfollos, the beneflt of hlgher levels of collectlon staff. 

The managed consumer net chargeoff ratlo for 2000 lmproved to 3.64 percent, 
down from 4.13 percent ln 1999 and 4.29 percent ln 1998. All products, except 
other unsecured loans, reported lmproved chargeoff for the year. Our MasterCard 
and Vlsa portfollo reported the strongest lmprovement ln 2000 as a result of 
slgnlflcant decreases ln chargeoffs ln our Household Bank and GM portfollos and 

1999 

<C> 

. 58% 
4.96 
6.66 
5. 65 
6.52 

4.13% 

3. 67% 
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1999 Quarter End 

<C> <C> <C> <C> 

3. 27% 3.46% 3.29% 3.54% 
2. 43 2.26 1. 87 1. 7 4 
2.78 3.10 3.11 3.61 
5. 97 6.66 6.62 6. 37 
8. 81 8.57 8.17 7.84 

4.66% 4. 89% 4.72% 4.81% 

4. 81% 5.24% 4.96% 5.04% 

1999 Quarter Annuallzed Full Year 

3 1998 

<C> <C> <C> <C> <C> 

. 54% .58% .64% . 55% . 63% 
5.43 4.55 4.41 5.45 5.39 
5.57 6.15 7.30 7. 59 5. 95 
5.88 5.60 5.57 5.53 5. 65 
6.98 7. 06 5. 61 6.36 6.97 

3. 96% 4.09% 4.10% 4.37% 4. 29% 

3.62% 3. 63% 3.54% 3.92% 3.76% 
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ln bankruptcy chargeoffs. The decrease ln 1999 from 1998 reflects lower real 
estate secured, auto flnance and ether unsecured chargeoffs and a lower 
chargeoff contrlbutlon from our dcmestlc MasterCard and Vlsa portfollo due to 
lower average recelvables. Our overall MasterCard and Vlsa chargeoff ratlo was 
up ln 1999, reflectlng the lmpact of the reposltlonlng of our Household Bank 
branded portfollo. 
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The trends lmpactlng owned net chargeoffs as a percent of owned recelvables are 
generally conslstent wlth those descrlbed above for our managed portfollo. Owned 
chargeoffs for our real estate secured and prlvate label products are comparable 
to managed chargeoffs. Chargeoffs for MasterCard and Vlsa and other unsecured 
on an owned basls are hlgher due to the dlfference ln credlt quallty and 
seasonlng of the recelvables whlch remaln on our balance sheet. Chargeoffs for 
auto flnance recelvables on an owned basls are lower due to the predomlnantly 
unseasoned nature of the recelvables whlch remaln on our balance sheet. 

Credlt Loss Reserves We malntaln credlt loss reserves to cover probable losses 
of prlnclpalr lnterest and fees ln both our owned and off-balance sheet 
portfollos. We estlmate losses for consumer recelvables based on dellnquency 
status and past loss experlence. For securltlzed recelvablesr we also record a 
provlslon for estlmated probable losses that we expect to lncur over the llfe of 
the transactlon. In addltlonr we ~rovlde loss reserves on both consumer and 
commerclal recelvables to reflect our assessment of portfollo rlsk factors whlch 
may not be fully reflected ln the statlstlcal calculatlonr lncludlng bankruptcy 
trendsr recent growthr product mlXr economlc condltlonsr and current levels 
chargeoff and dellnquency. Chargecff pollcles are also consldered when 
establlshlng loss reserve requlrements to ensure the approprlate allowances 
exlst for products wlth longer chargeoff perlods. Loss reserve estlmates 
revlewed perlodlcally and adJustments are reported ln earnlngs when they become 
known. 1'hPsP PStlmc=JtPs ArP lnfllJPnrPrl hy fArtors olltslrlP of ollr rontrol, sllrh 

economlc condltlons and consumer ~ayment patterns. As a resultr there lS 
uncertalnty lnherent ln these estlmatesr maklng lt reasonably posslble that they 
could change. 

The followlng table sets forth credlt loss reserves for the perlods lndlcated: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Managed credlt loss reserves ................. . 
Reserves as a% of managed recelvables ....... . 

Owned credlt loss reserves ................... . 
Reserves as a% of owned recelvables ......... . 

</TABLE> 

2000 
----------
<C> 

3,194.2 
3. 65% 

----------
2,111.9 

3 .14% 
----------

1999 
---------
<C> 
$ 2,666.6 

3.72% 
---------
$ 1,757.0 

3.36% 
---------

Reserves as a percent of recelvables reflect lmproved credlt quallty and 
underwrltlngr the lmpact of a growlng percentage of secured loans whlch have 
lower loss rates than unsecured lcansr contlnued runoff of our Household Bank 
branded MasterCard and Vlsa portfcllor and the 1998 sale of credlt card 
recelvables. These favorable factcrs were modestly offset ln 2000 by lncreased 
reserve requlrements on our non-prlme portfollo. Real estate secured 
recelvablesr whlch have a slgnlflcantly lower chargeoff rate than unsecured 
recelvablesr represented 41.8 percent of our total managed recelvables and 52.2 
percent of our total owned recelvables at December 31r 2000r compared to 37.5 
percent and 47.2 percentr respectlvelyr ln 1999. Prlor to the 1998 reposltlonlng 
of our MasterCard and Vlsa buslnessr unsecured recelvables represented a hlgher 
percentage of our portfollo and lncreased reserve ratlos. 

Geographlc Concentratlons The state of Callfornla accounts for 16 percent of 
our managed domestlc consumer portfollo and lS the only state wlth more than 10 
percent of thls portfollo. Because of our centrallzed underwrltlng collectlons 
and processlng functlonsr we can qulckly change our credlt standards and 
lntenslfy collectlon efforts ln s~eclflc locatlons. We belleve thls lowers rlsks 
resultlng from such geographlc concentratlons. 

Our forelgn consumer operatlcns located the Unlted Klngdom and Canada 
accounted for 8 and 1 percentr respectlvelyr of managed consumer recelvables at 
December 31r 2000. 
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NONPERFORMING ASSETS 

All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
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1998 1997 1996 
--------- ---------

<C> <C> <C> 
$2,548.1 $ 2,523.0 $ 2,109.0 

3. 99% 3. 99% 3.56% 
--------- ---------

$1,734.2 $ 1,642.1 $ 1,398.4 
3.92% 4. 25% 3.64% 

--------- ---------

2000 1999 1998 

<C> <C> <C> 
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Nonaccrual managed recel vables ............................................................. . 
Accrulng managed consumer recelvaLles 90 or more days dellnquent ........................... . 
Renegotlated commerclal loans .............................................................. . 

Total nonperformlng managed recel vables .................................................... . 
Real estate owned .......................................................................... . 

2,112.3 
85 9. 8 
12.3 

2,984.4 
337.1 
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1,912.6 
739. 9 
12.3 

2,664.8 
271.5 

1,439.2 
874.6 
12.3 

2,326.1 
253.9 

Total nonperformlng managed assets ......................................................... . $ 3,321.5 $ 2,936.3 $ 2,580.0 

Managed credlt loss reserves as a percent of nonperformlng managed recelvables ............. . 

</TABLE< 

LIQUIDITY AND CAPITAL RESOURCES 

Our subsldlarles use cash to orlglnate loans, purchase loans or lnvestment 
securltles and acqulre buslnesses. Thelr maln sources of cash are the collectlon 
of recelvable balances; maturltles or sales of lnvestment securltles; proceeds 
from the lssuance of debt, deposlts, securltlzatlon of consumer recelvables; and 
cash provlded by operatlons. 

In managlng capltal, we develop targets for the ratlo of equlty to managed 
assets based on dlscusslons wlth ratlng agencles, revlews of regulatory 
requlrements and competltor capltal posltlons, credlt loss reserve strength, 
rlsks lnherent ln the proJected o~eratlng envlronment, and acqulsltlon 
obJectlves. We also speclflcally conslder the level of lntanglbles arlslng from 
completed acqulsltlons. To protect lnvestors, targets are set for each legal 
entlty that ralses funds. These targets lnclude capltal levels agalnst both on
balance sheet assets and our off-Lalance sheet portfollo. 

Consolldated capltal ratlos were conslstent wlth our targets and were as 
follows: 

<TABLE> 
<CAPTION> 
At December 31 

<S> 

107.0% 

Tanglble to tanglble managed assets ............................................. . 
Total shareholders' 
Total shareholders' 

a percent of owned assets ........................................... . 
a percent of managed assets ......................................... . 

</TABLE< 

/1/Includes trust preferred securltles. 

Parent Company Household Internatlonal, Inc. lS the holdlng or parent company 
that owns the outstandlng stock of lts subsldlarles. The parent company's maln 
source of funds lS cash recelved from lts subsldlarles ln the form of dlvldends 
and lnter-company borrowlngs. The parent company recelved dlvldends from lts 
subsldlarles of $648 mllllon ln 2000 and $1.2 bllllon ln 1999. We manage 
dlvldends from our subsldlarles tc ensure our subsldlarles are adequately 
capltallzed. In addltlon, the parent company recelves cash from thlrd partles by 
lSSUlng debt, preferred stock and common stock. Thls lncludes outstandlng 
commerclal paper of $292.9 mllllon at December 31, 2000 and $397.7 mllllon at 
December 31, 1999 that was sold through our ln-house sales force. 

At December 31, 2000, the parent company had $400 mllllon ln commltted 
back-up llnes of credlt that lt can use on short notlce. These llnes are 
avallable elther to the parent company or lts subsldlary, Household Flnance 
Corporatlon ("HFC"). None of these back-up llnes were utlllzed ln 2000. These 
llnes of credlt explre ln 2003 and do not contaln materlal adverse change 
clauses that could restrlct avallablllty. The only flnanclal covenant contalned 
ln the terms of the parent company's credlt agreements lS that we must malntaln 
mlnlmum shareholders' equlty of $2.0 bllllon. 

The parent company has a number of obllgatlons to meet wlth lts avallable 
cash. It must be able to servlce lts debt and meet the capltal needs of lts 
subsldlarles. It also must pay dlvldends on lts preferred stock and may pay 
dlvldends to lts common stockholders. The parent company made capltal 
contrlbutlons of $550 mllllon to subsldlarles ln 2000 and $16 mllllon ln 1999. 
Slmllar to dlvldends from our subsldlarles, capltal contrlbutlons Wlll vary from 
perlod to perlod dependlng on the capltal needs of our subsldlarles. The parent 
company pald $358.9 mllllon ln common and preferred dlvldends to shareholders ln 
2000 and $332.1 mllllon ln 1999. The parent company antlclpates lts common stock 
dlvldend payout ratlo ln 2001 toLe comparable to prlor years. 
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In June 2000, a wholly owned speclal purpose trust subsldlary lssued $300 
mllllon of company obllgated mandatorlly redeemable preferred securltles 
(representlng the mlnorlty lnterest ln the trust) lncreaslng our total of such 
lssuances to $675 mllllon. 

On March 9, 1999, our Board of Dlrectors authorlzed the repurchase of up to 
$2 bllllon of our outstandlng common shares. Pursuant to thls program, we 
repurchase shares ln the open market dependlng upon market condltlons, other 
lnvestment opportunltles for growth and capltal targets. Durlng 2000, 5.4 
mllllon shares were repurchased under thls program for a total of $209.3 
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mllllon. Durlng 1999, 16.8 mllllon shares were repurchased under thls program 
for a total of $712.9 mllllon. We also repurchased 5.0 mllllon shares of our 
common stock prlor to March 9, 1999 and 10.5 mllllon shares durlng 1998 to fund 
varlous employee beneflt programs. 

As of December 31, 2000, we had entered lnto 
forward basls, approxlmately 7.2 mllllon shares 
welghted-average forward prlce of $41.63 per share. The agreements may be 
settled elther physlcally by purchaslng the shares or on a net basls ln shares 
of our common stock, at our optlon. The agreements have terms of up to one year 
but may be settled earller at our optlon. 

Subsldlarles We have three maJor subsldlarles: HFC, lncludlng lts wholly owned 
subsldlary, Beneflclal; Household Bank, f. s .b. ("the Bank"); and Household 
Global Fundlng ("Global"). These subsldlarles use cash to orlglnate loans, 
purchase loans or lnvestment securltles or acqulre buslnesses. Thelr maln 
sources of cash are the collectlon of recelvable balances, maturltles or sales 
of lnvestment securltles, proceeds from the lssuance of debt and deposlts and 
from the securltlzatlon of recelvables, capltal contrlbutlons from the parent 
company, and cash provlded by operatlons. 

HFC HFC funds lts operatlons by lSSUlng commerclal paper, medlum-term debt, 
and long-term debt prlmarlly to wholesale lnvestors; securltlzlng 
recelvables; and recelvlng capltal contrlbutlons from lts parent. 

HFC domestlcally markets lts ccmmerclal paper through an ln-house sales 
force. HFC's outstandlng commerclal paper totaled $8.8 bllllon at December 31, 
2000 and $8.1 bllllon at December 31, 1999. HFC actlvely manages the level of 
commerclal paper outstandlng to ensure avallablllty to core lnvestors and proper 
use of any excess capaclty wlthln lnternally establlshed targets. 

HFC markets domestlc medlum-term notes through lnvestment banks and lts 
ln-house sales force. A total of $9.9 bllllon domestlc medlum-term notes were 
lssued ln 2000 and $4.0 bllllon were lssued ln 1999. Durlng 2000, HFC also 
lssued $4.8 bllllon of U.S. dollar, global long-term debt wlth a 

orlglnal maturlty of 6.98 years. Long-term debt lssuances ln 
.1 bllllon and had a welghted-average orlglnal maturlty of 7.07 

YPA rs. 1'hPsP l ong-tPrm l sslJAnrPs l PngthPnPrl thP tPrm of HFr:' s fllnrll ng, rPrlllrPrl 

rellance on commerclal paper and securltlzatlons, and preserved llquldlty. 

To obtaln a broader lnvestment base, HFC perlodlcally lssues debt ln forelgn 
markets. Durlng 2000, $2.1 bllllon ln notes were lssued ln these forelgn 
markets, lncludlng Euro-denomlnated debt and our flrst Japanese and Australlan 
lssuances, compared to $1.0 bllllcn ln 1999. In order to ellmlnate future 
forelgn exchange rlsk, currency s~aps were used to convert the notes to U.S. 
dollars at the tlme of lssuance. 

HFC had commltted back-up llnes of credlt totallng $9.5 bllllon at December 
31, 2000, of whlch $400 mllllon was also avallable to lts parent company. None 
of these back-up llnes were used ln 2000. In addltlon, none of these llnes 
contalned a materlal adverse change clause whlch could restrlct avallablllty. 
HFC's back-up llnes explre on varlous dates from 2001 through 2005. The most 
restrlctlve flnanclal covenant contalned ln the terms of HFC's credlt agreements 
lS the malntenance of mlnlmum shareholder's equlty of $3.6 bllllon. 

The Bank The Bank prlmarlly uses wholesale fundlng for lts operatlons. These 
lnclude domestlc and forelgn medlum-term notes, retall certlflcates of 

deposlt and Federal funds borrowlngs. The Bank also temporarlly funds the RAL 
program under lts agreement wlth an afflllate. 

The Bank lssued $3.2 bllllon ln tlme certlflcates of deposlt ln 2000 and $3.1 
bllllon ln 1999. These deposlts have maturltles of 2 to 7 years and were 
obtalned through natlonal brokerage flrms as thls source of fundlng was more 
cost effectlve than other fundlng sources. The Bank's outstandlng deposlts 
totaled $7.4 bllllon at December 31, 2000 and $5.5 bllllon at December 31, 1999. 

The Bank lS subJect to the capltal adequacy guldellnes adopted by the Offlce 
of Thrlft Supervlslon. At December 31, 2000, the leverage, tler 1 and total 
rlsk-based capltal ratlo levels fer a "well capltallzed" lnstltutlon were 5 .0, 
6.0 and 10.0 percent, respectlvely. The Bank's ratlos for each of these 
categorles at December 31, 2000 were 9.19, 10.03 and 11.84 percent, 
respectlvely. 
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Global We have forelgn subsldlarles located ln the Unlted Klngdom and Canada. 
Global was formed to comblne ownershlp of these buslnesses. Global's assets were 
$7.8 bllllon at year-end 2000 and $7.9 bllllon at year-end 1999. Consolldated 
shareholders' equlty lncludes the effect of translatlng our forelgn 
subsldlarles' assets, llabllltles and operatlng results from thelr local 
currency lnto U.S. dollars. We perlodlcally enter lnto forelgn exchange 
contracts to hedge portlons of our lnvestment ln forelgn subsldlarles. We 
belleve that the potentlal loss ln net lncome assoclated wlth a 10 
adverse change ln the Brltlsh pound/U.S. dollar or Canadlan 
exchange rates would not be materlal to 

Each forelgn subsldlary conducts lts operatlons uslng lts local currency. 
Whlle each forelgn subsldlary usually borrows funds ln lts local currency, both 
our Unlted Klngdom and Canadlan subsldlarles have borrowed funds dlrectly ln the 
Unlted States capltal markets. Thls allowed the subsldlarles to achleve a lower 
cost of funds than that avallable at that tlme ln thelr local markets. These 
borrowlngs were converted from U.S. dollars to thelr local currencles uslng 
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currency swaps at the tlme of lssuance. Net reallzed galns and losses ln forelgn 
currency swap transactlons were net materlal to our results of operatlons or 
flnanclal posltlon ln any of the years presented. 

Our Unlted Klngdom operatlon lS funded wlth wholesale deposlts, short and 
lntermedlate-term bank llnes of credlt, long-term debt and securltlzatlons of 
recelvables. Deposlts were $1.7 bllllon at December 31, 2000 and $1.2 bllllon at 
December 31, 1999. Short-term borrowlngs at year-end 2000 were $722.3 mllllon 
compared to $903.1 mllllon a year ago. Long-term debt at year-end 2000 was $2.4 
bllllon compared to $2.5 bllllon a year earller. 

At December 31, 2000, $2.2 bllllon of the Unlted Klngdom's total debt was 
guaranteed by the parent company and $2.5 bllllon was guaranteed by HFC. HFC 
recelves a fee for provldlng the guarantee. Commltted back-up llnes of credlt 
for the Unlted Klngdom were approxlmately $3.0 bllllon at December 31, 2000 of 
whlch $.7 bllllon was used. These llnes have varylng maturltles from 2001 
through 2007. 

Our Canadlan operatlon lS funded wlth commerclal paper, lntermedlate and 
long-term debt. Intermedlate and long-term debt totaled $749.2 mllllon at 
year-end 2000 compared to $685.7 mllllon a year ago. Commltted back-up llnes of 
credlt for Canada were approxlmately $465 mllllon at December 31, 2000. None of 
these back-up llnes were used ln 2000. At December 31, 2000, approxlmately $265 
mllllon of the Canadlan subsldlary's total debt was guaranteed by the parent 
company and $850 mllllon was guaranteed by HFC. Both the parent company and HFC 
recelve a fee for provldlng the guarantees. 

Investment Ratlngs At December 31, 2000, the long-term debt of the parent 
company, HFC, Beneflclal, the Bank, and the preferred stock of the parent 
company have been asslgned an lnvestment grade ratlng by three natlonally 
recognlzed statlstlcal ratlng agencles. These agencles lnclude the commerclal 
paper of HFC ln thelr hlghest ratlng category. Two of these agencles also 
lnclude the parent company's commerclal paper ln thelr hlghest ratlng category. 
Wlth our back-up llnes of credlt and securltlzatlon programs, we belleve we have 
sufflclent fundlng capaclty to reflnance maturlng debts and fund our growth. 

Capltal Expendltures Durlng 2000 we made $174 mllllon ln capltal expendltures 
rompArPrl to thP pn or-yPAr l PVPl rf $140 mllll on. 

ASSET SECURITIZATIONS 

From tlme to tlme, we securltlze consumer recelvables whereby we recelve annual 
servlclng fees on the outstandlng balance of securltlzed recelvables and the 
rlghts to future cash flows arlslng after the lnvestors recelve thelr 
contractual return. 

Securltlzatlons of consumer recelvables have been, and Wlll contlnue to be, a 
source of llquldlty for us. We belleve the market for securltles lssued by an 
lnvestment grade lssuer and backed by recelvables lS a rellable and 
cost-effectlve source of funds. 

The followlng table summarlzes the composltlon of recelvables securltlzed 
(excludlng replenlshments of certlflcateholder lnterests) durlng the year: 

In bllllons. 2000 

MasterCard/Vlsa. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2.0 
Auto flnance.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1. 9 
Prl vate label. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 
Other unsecured. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2. 6 

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $7.0 
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1999 1998 

$1.8 $1.3 
1.4 . 8 

. 5 
1.5 1.5 

$5.2 $3.6 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and due to the revolvlng nature of the underlylng recelvables requlre the 
sale of new recelvables lnto the trust to replace recelvable runoff. These 
replenlshments totaled $21.0, $20.3, and $17.3 bllllon ln 2000, 1999 and 1998 
respectlvely. 

The followlng table summarlzes the expected amortlzatlon of our securltlzatlons 
by type: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2000 

<S> <C> 

2001 

Real estate secured. . . . . . . . . . . . . . . . . . . . . . . 603. 0 
Auto flnance..................... .. . . . . . . . 909.8 
MasterCard/Vlsa........................... 3, 769.7 
Prlvate label............................. 176.3 
Other unsecured........................... 1,771.8 

Total ..................................... $7,230.6 

2002 

<C> 
380.3 
677.8 

3,651.7 
922.4 

1,158.9 

$6,791.1 

<C> 

2003 

25 0. 5 
749.3 
832.9 
551.3 
790.0 

$3,174.0 

2004 

<C> 
224.0 
375.8 
347.6 

424.6 

$1,372.0 

2005 Thereafter 

<C> <C> 

927.9 

320.1 433.8 

$1,248.0 $ 433.8 
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9,529.8 
1,650.0 
4,899.2 

$20,249.5 
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</TABLE< 

At December 31, 2000, the expected welghted-average remalnlng llfe of these 
transactlons was 1.6 years. 

For MasterCard and Vlsa and label securltlzatlons, the lssued 
securltles may pay off sooner orlglnally scheduled lf certaln events occur. 
One example of such an event l5 lf the annuallzed portfollo yleld (deflned as 
the sum of flnance lncome and appllcable fees, less net chargeoffs) for a 
certaln perlod drops below a base rate (generally equal to the sum of the rate 
pald to the lnvestors and the servlclng fee). For certaln auto securltlzatlons, 
early payoff of securltles may occur lf establlshed dellnquency or loss levels 
are exceeded. For real estate secured and other unsecured securltlzatlons, early 
pay off of the securltles beglns lf the annuallzed portfollo yleld falls below 
varlous llmlts or lf certaln other events occur. We do not presently belleve 
that any early payoff Wlll take place. If early payoff occurred, our fundlng 
requlrements would lncrease. These addltlonal requlrements could be met through 
securltlzatlons, lssuance of varlcus types of debt or borrowlngs under exlstlng 
back-up llnes of credlt. We belleve we would contlnue to have more than adequate 
sources of funds lf an early payoff event occurred. 

At December 31, 2000, we have facllltles wlth commerclal banks under whlch 
they may securltlze up to $11.8 bllllon of recelvables. These facllltles are 
renewable on an annual basls. At December 31, 2000, $10.7 bllllon of recelvables 
were securltlzed under these programs. The amount avallable under these 
facllltles Wlll vary based on the tlmlng and volume of publlc securltlzatlon 
transactlons. 

RISK MANAGEMENT 

We have a comprehenslve program tc address potentlal flnanclal rlsks, such as 
lnterest rate, counterparty and currency rlsk. The Flnance Commlttee of the 
Board of Dlrectors sets acceptable llmlts for each of these rlsks annually and 
revlews the llmlts seml-annually. 

Interest rate rlsk lS deflned as the lmpact of changes ln market lnterest 
rates on our earnlngs. We utlllze slmulatlon models to measure the lmpact on net 
lntPrPst mArgln of rhAnCJPS ln lnt.=orPst rc=JtPs. 1'hP kPy ASSllmptlnns llSPrl ln thls 

model lnclude the rate at whlch we expect our loans to pay off, loan volumes and 
prlclng, cash flows from derlvatlve flnanclal lnstruments and changes ln market 
condltlons. The assumptlons we make are based on our best estlmates of actual 
condltlons. The model cannot preclsely predlct the actual lmpact of changes ln 
lnterest rates on net lncome because these assumptlons are hlghly uncertaln. At 
December 31, 2000, our lnterest rate rlsk levels were substantlally below those 
allowed by our exlstlng pollcy. 

We generally fund our assets wlth llabllltles that have slmllar lnterest rate 
features. Thls reduces structural lnterest rate rlsk. Over tlme, customer demand 
for our recelvable products shlfts between flxed rate and floatlng rate 
products, based on market condltlcns and preferences. These shlfts result ln 
dlfferent fundlng strategles and ~roduce dlfferent lnterest rate rlsk exposures. 
To manage these exposures, as well as our llquldlty posltlon, we have used 
derlvatlves to synthetlcally alter the reprlclng terms of our assets or 
llabllltles or off-balance sheet transactlons. We do not use any exotlc or 
leveraged derlvatlves. We dlscontlnued synthetlc alteratlon of off-balance sheet 
transactlons durlng 2000. 
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At December 31, 2000, we managed approxlmately $30 bllllon of recelvables that 
have varlable lnterest rates, lncludlng credlt card, real estate secured and 
other unsecured products. These recelvables have been funded wlth $10.8 bllllon 
of short-term debt, wlth the remalnder funded by lntermedlate and long-term 
llabllltles. Thls posltlon exposes us to lnterest rate rlsk. We prlmarlly use 
lnterest rate swaps to reduce thls exposure to lnterest rate rlsk. These 
transactlons have no lmpact on llquldlty rlsk. Interest rate swaps also are used 
sometlmes to synthetlcally alter cur exposure to basls rlsk. Thls type of rlsk 
exlsts because the prlclng of some of our assets lS tled to the prlme rate, 
whlle the fundlng for these assets lS tled to LIBOR. The prlme rate and LIBOR 
react dlfferently to changes ln market lnterest rates; that ls, the prlme rate 
does not change as qulckly as LIBCR. We asslgn all of our synthetlc alteratlon 
and hedge transactlons to speclflc groups of assets or llabllltles. Prlor to 
December 31, 2000, we also perlodlcally asslgned these hedge transactlons to 
off-balance sheet ltems. 

The economlc rlsk related to our lnterest rate swap portfollo lS mlnlmal. The 
face amount of a swap transactlon lS referred to as the notlonal amount. The 
notlonal amount lS used to determlne the lnterest payment to be pald by each 
counterparty, but does not result ln exchange of prlnclpal payments. 

Our prlmary exposure on our lnterest rate swap portfollo lS the rlsk that the 
counterparty Wlll not pay us the money they owe us. We protect ourselves agalnst 
counterparty rlsk ln several ways. Counterparty llmlts have been set and are 
closely monltored as part of the cverall rlsk management process. These llmlts 
ensure that we do not have slgnlflcant exposure to any lndlvldual counterparty. 
Based on peak exposure at December 31, 2000, substantlally all of our derlvatlve 
counterpartles were rated AA- or Letter. We have never suffered a loss due to 
counterparty fallure. Certaln swa~ agreements that we have entered lnto requlre 
that payments be made to, or recelved from, the counterparty when the falr value 
of the agreement reaches a certaln level. 

We also use lnterest rate futures and purchased put and call optlons to 
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reduce lnterest rate rlsk. We use these lnstruments to hedge lnterest rate 
changes on our varlable rate assets and llabllltles. For example, short-term 
borrowlngs expose us to lnterest rate rlsk because the lnterest rate we must pay 
to others may change faster than the rate we recelve from borrowers on the asset 
our borrowlngs are fundlng. Futures and optlons are used to flx our lnterest 
cost on these borrowlngs at a deslred rate and are held untll the lnterest rate 
on the varlable rate asset or llatlllty changes. We then termlnate, or close 
out, the contracts. These termlnatlons are necessary because the date the 
lnterest rate changes lS usually not the same as the explratlon date of the 
futures contract or optlon. 

At both December 31, 2000 and 1999, we estlmated that our after-tax earnlngs 
would decllne by about $81 mllllon followlng a gradual 200 basls polnt lncrease 
ln lnterest rates over a twelve mcnth perlod and would lncrease by about $78 
mllllon at December 31, 2000 and $80 mllllon at December 31, 1999 followlng a 
gradual 200 basls polnt decrease ln lnterest rates. These estlmates assume we 
would not take any correctlve actlon to lessen the lmpact and, therefore, exceed 
what most llkely would occur lf rates were to change. 

We enter lnto currency swaps ln order to mlnlmlze currency rlsk. Currency 
rlsk results from changes ln the value of underlylng forelgn-denomlnated assets 
or llabllltles. These swaps convert both prlnclpal and lnterest payments on debt 
lssued from one currency to another. For example, we may lssue Euro-denomlnated 
debt and then execute a currency swap to convert the obllgatlon to U.S. dollars. 

In January 2001, we adopted FAS No. 133, "Accountlng for Derl vatl ve 
Instruments and Hedglng Actlvltles" ("FAS No. 133"). The adoptlon of FAS No. 133 
Wlll not have a slgnlflcant lmpact on our lnterest rate rlsk management 
strategy. 

See Note 9 to the accompanylng consolldated flnanclal statements, "Derlvatlve 
Flnanclal Instruments and Other Flnanclal Instruments Wlth Off-Balance Sheet 
Rlsk," for addltlonal lnformatlon related to lnterest rate rlsk management and 
Note 13, "Falr Value of Flnanclal Instruments," for lnformatlon regardlng the 
falr value of certaln flnanclal lnstruments. 
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Acqulred Intanglbles and Goodwlll--Intanglble assets reflected on our 
consolldated balance sheet resultlng from the market value premlum attrlbutable 
to our credlt card accounts ln excess of the aggregate outstandlng managed 
credlt card loans acqulred. Goodwlll represents the purchase prlce over the falr 
value of ldentlflable assets acqulred less llabllltles assumed from buslness 
comblnatlons. 

Afflnlty Credlt Card--A MasterCard or Vlsa account JOlntly sponsored by the 
of the card and an organlzatlon whose members share a common lnterest 

(e.g., the AFL--CIO Unlon Prlvllege Credlt Card Program). 

Asset Securltlzatlon--The process where lnterests ln a pool of flnanclal assets, 
such as credlt card or other unsecured recelvables, are sold to lnvestors. 
Typlcally, the recelvables are sold to a trust that lssues lnterests that are 
sold to lnvestors. 

Auto Flnance Loans--Closed-end loans secured by a flrst llen on a vehlcle. 

Co-Branded Credlt Card--A MasterCard or Vlsa account that lS JOlntly sponsored 
by the lssuer of the card and another corporatlon. (e.g., the GM Card(R)) The 
account holder typlcally recelves some form of added beneflt for uslng the card. 

Common Dlvldend Payout Ratlo--Dlvldends declared per common share dlvlded by net 
per share. 

Consumer Net Chargeoff Ratlo--Net chargeoffs of recelvables dlvlded by average 
recelvables outstandlng. 

Fee Income--Income assoclated wlth lnterchange on credlt cards and late and 
other fees from the orlglnatlon or acqulsltlon of loans. 

Forelgn Exchange Contract--A contract used to mlnlmlze our exposure to changes 
ln forelgn currency exchange rates. 

Futures Contract--An exchange-traded contract to buy or sell a stated amount of 
a flnanclal lnstrument or lndex at a speclfled future date and prlce. 

Interchange Fees--Fees recelved fer processlng a credlt card transactlon through 
the MasterCard or Vlsa network. 

Interest Only Strlp--Represents our contractual rlght to recelve lnterest and 
other cash flows from our securltlzatlon trusts after the lnvestors recelve 
thelr contractual return. 

Interest Rate Swap--Contract between two partles to exchange lnterest payments 
on a stated prlnclpal amount (notlonal prlnclpal) for a speclfled perlod. 
Typlcally, one party makes flxed rate payments, whlle the other party makes 
payments uslng a varlable rate. 

LIBOR--London Interbank Offered Rate. A wldely quoted market rate whlch lS 
frequently the lndex used to determlne the rate at whlch we borrow funds. 

Llquldlty--A measure of how qulckly we convert assets to cash or ralse 
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addltlonal cash by l55Ulng debt. 

Managed Basls--Method of reportlng whereby net lnterest margln, other 
and credlt losses on securltlzed recelvables are reported as lf those 
recelvables were stlll held on our balance sheet. 

Managed Basls Efflclency Ratlo--Ratlo of operatlng expenses to managed net 
lnterest margln and other revenues less pollcyholders' beneflts. The normallzed 
efflclency ratlo excludes nonrecurrlng galns, losses and charges. 

Managed Net Interest Margln--Interest lncome from managed recelvables and 
nonlnsurance lnvestment securltles reduced by lnterest expense. 

Managed Recelvables--The sum of recelvables on our balance sheet and those that 
we servlce for lnvestors as part cf our asset securltlzatlon program. 

MasterCard and Vlsa Recelvables--Pecelvables generated through customer usage of 
MasterCard and Vlsa credlt cards. 

Nonaccrual Loans--Loans 
collectlon lS unllkely. 

whlch we no longer accrue lnterest because ultlmate 

Non-prlme Accounts--Accounts held by lndlvlduals wlth credlt hlstory reflectlng 
occaslonal dellnquencles, prlor chargeoffs, or other credlt blemlshes. These 
accounts generally are charged hlgher lnterest rates and fees to compensate for 
the addltlonal rlsk. 

Optlons--A contract glvlng the owner the rlght, but not the obllgatlon, to buy 
or sell a speclfled ltem at a flxed prlce for a speclfled perlod. 

Other Unsecured Recelvables--Unsecured llnes of credlt or closed-end loans made 
to lndlvlduals. 

Over-the-Llfe Reserves--Credlt loss reserves establlshed for securltlzed 
recelvables to cover the estlmated probable losses we expect to lncur over the 
llfe of the transactlon. 

Own prJ RPrPl VAh l pc=;--RPrPl Vc=Jh l PS hP l rl on Ollr hAl AnrP shPPt. 

Personal Homeowner Loan ("PHL")--A real estate loan that has been underwrltten 
and prlced as an unsecured loan. 

Prlvate Label Credlt Card--A llne of credlt made avallable to customers of 
retall merchants evldenced by a credlt card bearlng the merchant's name. 

Real Estate Secured Loan--Closed-end loans and revolvlng llnes of credlt secured 
by flrst or second llens on resldentlal real estate. 

Refund Antlclpatlon Loan ("RAL") Program--A cooperatlve program wlth H&R Block 
Tax Servlces, Inc. and certaln of lts franchlses, along wlth other lndependent 
tax preparers, to provlde loans tc customers entltled to tax refunds and who 
electronlcally flle thelr returns wlth the Internal Revenue Servlce. 

Recelvables Servlced wlth Llmlted Recourse--Recelvables we have securltlzed and 
for whlch we have some level of pctentlal loss lf defaults 

Return Average Owned Assets--Net lncome dlvlded by average owned assets. 

Return on Average Common Shareholders' Equlty-Net lncome less dlvldends 
preferred stock dlvlded by average common shareholders' equlty. 

Return on Average Managed Assets--Net lncome dlvlded by average managed assets. 

Rlsk AdJusted Revenue--Managed net lnterest margln plus other revenues less 
securltlzatlon lncome and managed net charge-offs dlvlded by average managed 
lnterest earnlng assets. 

Synthetlc Alteratlon--Process by whlch derlvatlve flnanclal lnstruments are used 
to alter the rlsk characterlstlcs of an asset, llablllty or off-balance sheet 
ltem. 

Total Shareholders' Equlty--Includes company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts, preferred stock and common 
shareholders' equlty. 
<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Credlt Quallty Statlstlcs 

Pg. 45 - 2000 Annual Report 

All dollar amounts are stated ln mllllons. 
At December 31, unless otherwlse lndlcated. 2000 

------------
<S< <C< 
Managed Two-Month-and-Over Contractual Dellnquency Ratlos 
Real estate secured ..................................................... . 2. 63% 
Auto flnance/1/ ......................................................... . 2.55 
MasterCard/Vlsa ......................................................... . 3.49 
Prl vate label ........................................................... . 5.48 
Other unsecured ......................................................... . 7. 97 

------------
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1999 1998 1997 1996 

<C< <C< <C< <C< 

3.27% 3.67% 3.69% 3.04% 
2.43 2.29 2.09 
2.78 3.75 3.10 2.73 
5.97 6. 20 5.81 4.60 
8.81 7.94 7.81 6. 21 
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Total consumer .......................................................... . 

Ratlo of Net Chargeoffs to Average Managed Recelvables for the Year 
Real estate secured ..................................................... . 
Auto flnance/1/ ......................................................... . 
MasterCard/Vlsa ......................................................... . 
Prl vate label ........................................................... . 
Other unsecured ......................................................... . 

Total consumer .......................................................... . 
Commerclal .............................................................. . 

Total ................................................................... . 

Nonaccrual Owned Recelvables 
Domestlc: 

Real estate secured .................................................... . 
Auto flnance/1/ ........................................................ . 
Prlvate label .......................................................... . 
Other unsecured ........................................................ . 

Forelgn ................................................................. . 

Total consumer .......................................................... . 
Commerclal and other .................................................... . 

Total ................................................................... . 

Nonaccrual Managed Recelvables 
Domestlc: 

Real estate secured .................................................... . 
Auto flnance/1/ ........................................................ . 
Prlvate label .......................................................... . 
Other unsecured ........................................................ . 

Forelgn ................................................................. . 

Total consumer .......................................................... . 
Commerclal and other .................................................... . 

Total ................................................................... . 

Accrulng Owned Recelvables 90 or ~ore Days Dellnquent/2/ 
Domestlc ................................................................ . 
Forelgn ................................................................. . 

Total ................................................................... . 

Accrulng Managed Recelvables 90 or More Days Dellnquent/2/ 
Domestlc ................................................................ . 
Forelgn ................................................................. . 

Total ................................................................... . 

Real Estate Owned 
Domestlc ................................................................ . 
Forelgn ................................................................. . 

Total ................................................................... . 

Renegotlated Commerclal Loans ........................................... . 

</TABLE< 

/1/ Prlor to the acqulsltlon of ACC ln the fourth quarter of 1997, credlt 
quallty statlstlcs for auto flnance recelvables were not slgnlflcant and 
were lncluded ln other unsecured recelvables. 

/2/ Includes MasterCard and Vlsa and prlvate label credlt card recelvables, 
conslstent wlth lndustry practlce. There were no commerclal loans 90 or 
days past due whlch remalned en accrual status. 

<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Analysls of Credlt Loss Reserves Actlvlty -

Owned Recelvables 

Pg. 46 - 2000 Annual Report 

All dollar amounts are stated ln mllllons. 

<S> <C> 

2000 

Total Owned Credlt Loss Reserves at January 1.... .. . . .. . . .. 1,757.0 

Provlslon for Credl t Losses ............................... . 

Charge offs 
Domestlc: 

Real estate secured ...................................... . 
Auto flnance/1/ .......................................... . 
MasterCard/Vlsa .......................................... . 

2,116.9 

( 123.2 I 
( 61.3 I 

( 432 .1 I 

4.20% 

. 45% 
4.80 
5.58 
5. 35 
6. 97 

3. 64 
2. 69 

3. 63% 

685.6 
45.5 
47.6 

632.0 
226.0 

1,636.7 
42.0 

4.66% 

.58% 
4.96 
6.66 
5. 65 
6. 52 

4.13 
.93 

4. 09% 

532.5 
24.9 
58.1 

5 45. 8 
236.7 

1,398.0 
46.6 

1,678.7 $1,444.6 

734 .1 
116.2 

47.6 
902.0 
270.4 

2,070.3 
42.0 

626.9 
73. 9 
58.1 

828.8 
278.3 

1,866.0 
46.6 

2,112.3 $1,912.6 

627.1 
22.3 

649.4 

837.5 
22.3 

85 9. 8 

333.5 
3.6 

337.1 

12.3 

1999 

<C> 
1,734.2 

1,716.4 

( 103. B I 
(39. 4 I 

( 477. B I 

526.9 
23.5 

550.4 

716.4 
23.5 

739.9 

268.1 
3.4 

271.5 

12.3 

1998 

<C> 
1,642.1 

1,516.8 

( 82. B I 
( 29.7 I 

( 45 4 .1 I 
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4.90% 

.63% 
5.39 
5.95 
5. 65 
6.97 

4.29 
. 52 

4.24% 

$ 486.5 
23.3 
29.0 

297.9 
178.3 

1,015.0 
49.1 

$1,064.1 

$ 550.8 
40.3 
29.0 

559.5 
210.5 

1,390.1 
49.1 

4.64% 

.64% 
4.60 
5.55 
4.62 
5.48 

3.84 
1. 66 

3.80% 

378.4 

25.0 
283.6 
189.1 

876.1 
62.9 

939.0 

492.1 

25.0 
5 65.2 
219.7 

1,302.0 
62.9 

3.92% 

.60% 

4. 54 
3.42 
4.29 

2.96 
.92 

2.92% 

198.3 

22.5 
240.6 
177.4 

638.8 
110.0 

748.8 

315.7 

22.5 
399.1 
198.8 

936.1 
110.0 

$1,439.2 $1,364.9 $1,046.1 

$ 630. 6 
21. 8 

$ 65 2. 4 

$ 852.8 
21. 8 

$ 874.6 

$ 249.5 
4.4 

$ 253.9 

$ 12.3 

1997 

468.3 
31.3 

499.6 

776.5 
31.3 

807.8 

200.0 
12.8 

212.8 

12.4 

<C> 

415.9 
23.8 

439.7 

621.7 
23.8 

645.5 

217.2 
19.6 

236.8 

12.9 

1996 

<C> 
1,398.4 $ 1,126.5 

1,493.0 

( 46.3 I 
( 6. 4 I 

( 415. B I 

1,144.2 

( 4 7.1 I 

(270. o I 
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Prlvate label ............................................ . 
Other unsecured .......................................... . 

Forelgn ................................................... . 

Total consumer ............................................ . 
Commerclal and other ...................................... . 

Total owned recelvables charged off ....................... . 

Recoverles 
Domestlc: 

Real estate secured ...................................... . 
Auto flnance/1/ .......................................... . 
MasterCard/Vlsa .......................................... . 
Prlvate label ............................................ . 
Other unsecured .......................................... . 

Forelgn ................................................... . 

Total consumer ............................................ . 
Commerclal and other ...................................... . 

Total recoverles on owned recelvaLles ..................... . 
Other, net ................................................ . 

Total Owned Credlt Loss Reserves at December 31 ........... . 

Ratlo of Owned Credlt Loss Reserves to: 
Recelvables: 

Consumer ................................................. . 
Commerclal ............................................... . 

Total .................................................... . 

Nonperformlng Loans: 
Consumer ................................................. . 
Commerclal ............................................... . 

</TABLE< 

(536. 9 I 
(723.51 
(232.71 

(2,109.71 
( 17 .1 I 

(2,126.81 

4.7 
1.5 

24.9 
54.0 
62.4 
57.5 

205.0 
. 4 

205.4 
15 9. 4 

2,111.9 

3.10% 
7. 43 

3.14% 

90.3% 
85.4 

go_n 

(54 7. 7 I 
( 534. 61 
(233. 91 

(1,937.21 
( 1 o .1 I 

(1,947.31 

7.5 
1.2 

34.7 
74.3 
45.3 
46.6 

209.6 
. 3 

209.9 
43.8 

1,757.0 

3.30% 
7.70 

3. 36% 

86.9% 
116.8 

87.5% 

/1/ Includes ACC subsequent to our acqulsltlon ln October 1997. Prlor to the 
fourth quarter of 1997, auto flnance recelvables were not slgnlflcant and 

lncluded ln other unsecured recelvables. 
<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 

Analysls of Credlt Loss Reserves Actlvlty -
Managed Recelvables 

<TABLE> 
<CAPTION> 

Pg. 47 - 2000 Annual Report 

All dollar amounts are stated ln mllllons. 2000 

<S> <C> 
Total Managed Credlt Loss Reserves at January 1..... 2,666.6 

Provlslon for Credlt Losses ........................ . 

Charge Offs 
Domestlc: 

Real estate secured .............................. . 
Auto flnance/ 1/ .................................. . 
MasterCard/Vlsa .................................. . 
Prlvate label .................................... . 
Other unsecured .................................. . 

Forelgn ............................................ . 

Total consumer ..................................... . 
Commerclal and other ............................... . 

Total managed recelvables charged off .............. . 

Recoverles 
Domestlc: 

Real estate secured .............................. . 
Auto flnance/ 1/ .................................. . 
MasterCard/Vlsa .................................. . 
Prlvate label .................................... . 
Other unsecured .................................. . 

Forelgn ............................................ . 

Total consumer ..................................... . 
Commerclal and other ............................... . 

Total recoverles on managed recelvables ............ . 
Other, net ......................................... . 

Total Managed Credlt Loss Reserves at December 31 ... 

3,252.4 

( 139. 9 I 
( 188. 4 I 
( 880.7 I 
( 605. 6 I 

(1,030.61 
(275. 81 

(3,121.01 
( 17. o I 

(3,138.01 

4.7 
4.0 

49.8 
57.0 
79.2 
69.0 

263.7 
. 3 

264.0 
149.2 

3,194.2 

1999 

<C< 
2,548.1 

2,781.8 

( 134 .1 I 
( 120.4 I 

(1,020.81 
(5 98.3 I 
(821.61 
(281. 4 I 

(2,976.61 
( 1 o. o I 

(2,986.61 

7.5 
2.8 

68.4 
77.0 
61.2 
54 .1 

271.0 
.3 

271.3 
52.0 

2,666.6 

( 471.4 I 
( 464.4 I 
( 206.4 I 

(1,708.81 
( 7. 5 I 

(1,716.31 

2.6 
. 8 

33.3 
56.8 
36.7 
43.2 

173.4 
2.2 

175.6 
116.0 

1,734.2 

1998 

3. 85% 
8.34 

3. 92% 

99.3% 
139.0 

1 on. 3% 

<C< 
2,523.0 

2,716.0 

( 118.8 I 
( 70. o I 

(1, 166.2 I 
( 5 44.3 I 
( 797. 9 I 
( 250. o I 

(2,947.21 
(7. 5 I 

(2,954.71 

4.4 
2.1 

82. 0 
65. 0 
51.6 
47.2 

252.3 
2.2 

254.5 
9.3 

2,548.1 
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( 407. 9 I 
( 384. 61 
( 197. 61 

(1,458.61 
(26. 8 I 

(1,485.41 

3.0 
. 3 

46.9 
47.4 
38.0 
50.9 

186.5 
3.3 

189.8 
46.3 

1,642.1 

1997 

4.12% 
9.14 

4.25% 

110.5% 
200.7 

1n.n 

<C< 
2,109.0 

2,620.6 

( 106.3 I 
( 13.6 I 

(1,106.71 
( 436. o I 
( 639.8 I 
(225. 8 I 

(2,528.21 
( 26.8 I 

(2,555.01 

5.8 
. 6 

94.8 
50.0 
50.3 
52.8 

25 4. 3 
3.3 

257.6 
90.8 

2,523.0 

( 238. 6 I 
( 37 4. 7 I 
( 172.2 I 

(1,102.61 
( 24. o I 

(1,126.61 

2.6 

17.2 
24.8 
70.7 
43.9 

15 9. 2 
6.9 

166.1 
88.2 

$ 1,398.4 

3.37% 
13.44 

3.64% 

111. 6% 
191.2 

1996 

<C< 
1,591.5 

2,033.3 

11 fi. 4% 

( 86.4 I 

(771.31 
(269. 9 I 
( 465.7 I 
( 186.6 I 

(1,779.91 
( 24. o I 

(1,803.91 

2.8 

42.5 
28.2 
75.5 
44.4 

193.4 
6.9 

200.3 
87.8 

2,109.0 
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Ratlo of Managed Credlt Loss Reserves to: 
Recelvables: 

Consumer ......................................... . 
Commerclal ....................................... . 

Total ............................................ . 

Nonperformlng Loans: 
Consumer ......................................... . 
Commerclal ....................................... . 

Total ............................................ . 

</TABLE< 

3.62% 
7.43 

3-65% 

107.4% 
85- 4 

107.0% 

/1/ Includes ACC subsequent to our acqulsltlon ln October 1997. Prlor to the 
fourth quarter of 1997, auto flnance recelvables 

lncluded ln other unsecured recelvables. 
<PAGE> 

not slgnlflcant and 

Household Internatlonal, Inc. and Subsldlarles 

<TABLE> 
<CAPTION> 

Net Interest Margln-
2000 Compared to 1999 (Owned Basls) 

Pg. 48 - 2000 Annual Report 

3- 68% 
7.70 

3.72% 

98.8% 
116-8 

100.1% 

3.94% 
8.34 

3-99% 

109.0% 
139.0 

109.5% 

Average Outstandlng/1/ Average Rate 

All dollar amounts are stated ln 
mllllons. 

<S< 
RPrPlVAhlPs: 

Real estate secured .................. . 
Auto flnance ......................... . 
MasterCard/Vlsa ...................... . 
Prlvate label ........................ . 
Other unsecured ...................... . 
Commerclal and other ................. . 

Total recel vables ....................... . 
Nonlnsurance lnvestments ................ . 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) ......................... . 

Insurance lnvestments ................... . 
Other assets ............................ . 

Total Assets ............................ . 

Debt: 
Deposl ts ............................. . 
Commerclal paper ..................... . 
Bank and other borrowlngs ............ . 
Senlor and senlor subordlnated 

debt wlth orlglnal maturltles 
one year) ..................... . 

Total debt .............................. . 
Other llabllltles ....................... . 

Total llabllltles ....................... . 
Preferred securl tles .................... . 
Common shareholders' equlty ............. . 

Total Llabllltles and 
Shareholders' Equlty ................. . 

Net Interest 
Ovmed 

Interest Spread-Owned Basls/4/ .......... . 

<CAPTION> 

All dollar amounts are stated ln 
mllllons. 

<S< 
Recelvables: 

Real estate secured ................... . 
Auto flnance .......................... . 
MasterCard/Vlsa ....................... . 
Prlvate label ......................... . 
Other unsecured ....................... . 
Commerclal and other .................. . 

2000 

<C< 

$ 30,682.5 
1,818.9 
7,126.5 
9,981.7 

10,194.7 
693.5 

60,497.8 
973.4 

$ 61,471.2 
2,733.6 
5,507.9 

$ 69,712.7 

$ 7,757.5 
9,828.7 
2,099.7 

39,387.9 

$ 59,073.8 
2,699.8 

61,773.6 
701.9 

7,237.2 

$ 69,712.7 

<C< 

1999 

21,679.1 
1,119.8 
6,270.8 
9,486.2 
8,434.9 

809.6 

47,800.4 
975.0 

48,775.4 
2,596.9 
4,938.1 

56,310.4 

3,037.3 
8,620.3 
1,426.7 

32,954.1 

46,038.4 
3,453.3 

49,491.7 
539.4 

6,279.3 

56,310.4 

Increase/(Decrease) Due to: 

Volume 
Varlance Varlance/2/ 

Rate 
Varlance/2/ 

<C< 

$1,171.2 
95.8 

296.5 
142.4 
435.3 
(30. 4 I 

<C< 

1,043.7 
129.7 
104.8 

67.4 
355.8 

I 9.31 

<C< 

12.0 
(33. 9 I 
191.7 
75.0 
79.5 

121.1 I 

2000 

<C< 

12.0% 
16.7 
14.9 
14.3 
21.0 
5.0 

14.3 
3.5 

14.1% 

6.2% 
6.3 
5.5 

6.9 

6.7% 

7.8% 

7.5% 

1999 

<C< 

11.6% 
18.6 
12.3 
13.6 
20.2 

8.0 

13.7 
3.4 

13-5% 

5-5% 
5.2 
5.0 

6.3 

6.0% 

7.8% 

7-5% 

<C< 

3- 92% 
9.14 

3-99% 

113.7% 
200.7 

115.5% 
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3.38% 
13.44 

3.56% 

120.7% 
191.2 

123.7% 

Flnance and 
Interest Income/ 
Interest Expense 

2000 

3,684.3 
303.6 

1,064.8 
1,432.2 
2,140.7 

34.7 

8,660.3 
34.0 

8,694.3 

484.0 
621.2 
116.5 

2,707.2 

3,928.9 

4,765.4 

<C< 

1999 

2,513.1 
207-8 
768.3 

1,289.8 
1,705.4 

65.1 

6,549.5 
33.4 

6,582.9 

168-4 
451.7 

70.8 

2,085.7 

2,776.6 

3,806.3 
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Total recel vables ........................ . 2,110.8 1,692.1 303.2 
Nonlnsurance lnvestments ................. . . 6 I .1 I . 7 

--------- ---------- ----------
Total lnterest-earnlng assets 

(excludlng lnsurance 
lnvestments) .......................... . 

Insurance lnvestments 
Other assets 
Total Assets 
Debt: 

Deposl ts .............................. . 
Commerclal paper ...................... . 
Bank and other borrowlngs ............. . 
Senlor and senlor subordlnated 

debt wlth orlglnal maturltles 
one year) ...................... . 

$2,111.4 1,713.5 397.9 

315.6 261.7 53.9 
169.5 63.3 106.2 

45.7 33.4 12.3 

621.5 407.2 214.3 
--------- ---------- ----------

Total debt ............................... . 
Other llabllltles 
Total llabllltles 
Preferred securltles 
Common shareholders' equlty 
Total Llabllltles and 

Shareholders' Equlty 
Net Interest Margln-

$1,152.3 765.6 386.7 

Ovmed Basls /3/, /5/ .................. . 95 9 .1 947.9 11.2 
Interest Spread-Owned Basls/4/ ........... . 
</TABLE< 

/1/Nonaccrual loans are lncluded ln average outstandlng balances. 
/2/Rate/volume varlance lS allocated based on the percentage relatlonshlp of 

rhAnCJPS ln volllmP Anrl rhAnCJPS ln rc=JtP to thP totAl lntPrPst vArlAnrP. For 

total recelvables, total lnterest-earnlng assets and total debt, the rate and 
volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not represent 
an arlthmetlc sum of the lndlvldual components. 

/3/Represents net lnterest margln as a percent of average lnterest-earnlng 
assets. 

/4/Represents the dlfference between the yleld earned on lnterest-earnlng assets 
and the cost of the debt used to fund the assets. 

/5/The net lnterest margln analysls lncludes the followlng for forelgn 
buslnesses: 

<TABLE> 
<CAPTION> 

<S< 
Average lnterest-earnlng assets 
Average lnterest-bearlng llabllltles 
Net lnterest margln 
Net lnterest margln percentage 

</TABLE< 
<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Net Interest Margln-
1999 Compared to 1998 (Owned Basls) 

Pg. 49 - 2000 Annual Report 

Average Outstandlng/1/ 

All dollar amounts are stated ln mllllons. 

<S< 
Recelvables: 

Real estate secured ....................... . 
Auto flnance .............................. . 
MasterCard/Vlsa ........................... . 
Prlvate label ............................. . 
Other unsecured ........................... . 
Commerclal and other ...................... . 

Total recel vables ............................ . 
Nonlnsurance lnvestments ..................... . 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) .............................. . 

Insurance lnvestments ........................ . 
Other assets ................................. . 

Total Assets ................................. . 

<C< 

1999 

21,679.1 
1,119.8 
6,270.8 
9,486.2 
8,434.9 

809.6 

47,800.4 
975.0 

48,775.4 
2,596.9 
4,938.1 

56,310.4 

<C< 

1998 

16,233.4 
702.8 

7,473.4 
8,783.3 
7,411.3 
1,101.0 

41,705.2 
1,106.3 

42,811.5 
2, 459.1 
5,203.1 

50,473.7 

Page 22 of 56 

2000 1999 1998 
--------- --------- ---------

<C< <C< <C< 
6,639.1 6,433.3 6,339.5 
5,765.5 5,138.5 5,431.8 

467.7 494.9 473.8 
7.0% 7. 7% 7. 5% 

---------- ---------

Flnance and 
Interest Income/ 

Average Rate Interest Expense 
------------- ------------------------
1999 1998 1999 1998 

--------- ------------
<C< <C< <C< <C> 

11.6% 11.8% 2,513.1 1,909.8 
18.6 19.6 207. 8 137.5 
12.3 10.7 768.3 796.4 
13.6 14.0 1,289.8 1,226.0 
20.2 19.9 1,705.4 1,476.5 

8.0 5.3 65 .1 58. 0 
--------- ------------

13.7 13.4 6,549.5 5,604.2 
3.4 5.2 33. 4 57.1 

--------- ------------

13.5% 13.2% $ 6,582.9 5,661.3 
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Debt: 
Deposl ts .................................. . 
Commerclal paper .......................... . 
Bank and other borrowlngs ................. . 
Senlor and senlor subordlnated 

debt wlth orlglnal maturltles 
one year) .......................... . 

Total debt ................................... . 
Other llabllltles ............................ . 

Total llabllltles ............................ . 
Preferred securl tles ......................... . 
Common shareholders' equlty .................. . 

Total Llabllltles and 
Shareholders' Equl ty .................... . 

Net Interest Margln-
Ovmed Basls/3,5/ .......................... . 

Interest Spread-Owned Basls/4/ ............... . 

<CAPTION> 

3,037.3 
8,620.3 
1,426.7 

32,954.1 

46,038.4 
3,453.3 

49,491.7 
539.4 

6,279.3 

56,310.4 

2,695.9 
9,495.6 
2,640.8 

26,365.4 

41,197.7 
2,426.8 

43,624.5 
577.1 

6,272.1 

50,473.7 

5.5% 
5.2 
5.0 

6.3 

6.0% 

7.8% 

7.5% 

Increase/(Decrease) Due to: 

All dollar amounts are stated ln mllllons. 

<S> 
Recelvables: 

Real estate secured ...................... . 
Auto flnance ............................. . 
MasterCard/Vlsa .......................... . 
Prlvate label ............................ . 
OthPr llnsPrllrPrl. 

Commerclal and other ..................... . 

Total recel vables ........................... . 
Nonlnsurance lnvestments .................... . 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) ............................. . 

Insurance lnvestments 
Other assets ................................ . 

Total Assets ................................ . 

Debt: 
Deposl ts ................................. . 
Commerclal paper ......................... . 
Bank and other borrowlngs ................ . 
Senlor and senlor subordlnated 

debt wlth orlglnal maturltles 
one year) ......................... . 

Total debt .................................. . 
Other llabllltles ........................... . 

Total llabllltles ........................... . 
Preferred securl tles ........................ . 
Common shareholders' equlty ................. . 

Total Llabllltles and 
Shareholders' Equl ty ................... . 

Net Interest Margln-
Ovmed Basls/3,5/ ......................... . 

Interest Spread-Owned Basls/4/ .............. . 
</TABLE> 
<PAGE> 

Varlance 

<C> 

603.3 
70.3 

I 28 .1 I 
63. 8 

??R. g 

7.1 

945.3 
123.7 I 

921.6 

15.7 
173.3 I 
176.3 I 

393.5 

25 9. 6 

662.0 

Household Internatlonal, Inc. and Subsldlarles 

Net Interest ~argln - 2000 Compared to 
1999 and 1998 (Managed Basls) 

Pg. 50 - 2000 Annual Report 

Volume 
Varlance/2/ 

<C> 

$ 631.7 
77.7 

I 138 .1 I 
96.2 

?10.? 

I 20.2 I 

841.8 
I 15. 6 I 

$ 802.8 

$ 20.0 
I 44. 6 I 
I 62. 4 I 

417.3 

$ 292.3 

$ 510.5 

Net Interest Margln on a Managed Easls As recelvables are securltlzed rather 
than held ln our portfollo, net lnterest lncome lS reclasslfled to 
securltlzatlon revenue. We retaln a substantlal portfollo of the proflt lnherent 
ln the recelvables whlle lncreaslng llquldlty. The comparablllty of net lnterest 
margln between perlods may be lmpacted by the level and type of recelvables 
securltlzed. 

<TABLE> 
<CAPTION> 

Rate 
Varlance/2/ 

<C> 

I 28.4 I 
I 7. 4 I 

110.0 
132.7 I 

1 g. fi 

27.3 

104.2 
I 8 .1 I 

118.8 

I 4. 3 I 
128.7 I 
I 13.9 I 

123.8 I 

132.7 I 

151.5 

Average Outstandlng/1/ Average Rate 

5. 7% 
5.5 
5.6 

6.4 

6.1% 

7.3% 

7 .1% 

Page 23 of 56 

168. 4 152.7 
451.7 525.0 
70.8 147.1 

2,085.7 1,692.2 
--------- ------------
$ 2,776.6 2,517.0 

$ 3,806.3 3,144.3 

Flnance and Interest 
Income/Interest Expense 
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All dollar amounts are stated ln 
mllllons. 

<S< 
Recelvables: 

Real estate secured .......... . 
Auto flnance ................. . 
MasterCard/Vlsa .............. . 
Prlvate label ................ . 
Other unsecured .............. . 
Commerclal and other ......... . 

Total recel vables ............... . 
Nonlnsurance lnvestments ........ . 

Total lnterest-earnlng assets 
(excludlng lnsurance 

2000 

<C< 

32,530.2 
3,842.3 

16,111.2 
11,194.2 
14,760.8 

693.5 

79,132.2 
973.4 

1999 

<C< 

24,574.5 
2,370.4 

15,295.7 
10,255.9 
13,008.6 

809.6 

66,314.7 
975.0 

1998 

<C< 

20,951.0 
1,260.2 

18,742.2 
9,710.4 

11,912.3 
1,101.0 

63,677.1 
1,106.3 

lnvestments) .................. $ 80,105.6 $ 67,289.7 $ 64,783.4 

Total debt ....................... $ 71,274.4 $ 64,552.7 $ 62,882.3 

Net Interest Margln-Managed Basls/3/ ................................. . 

Interest Spread-Managed Basls/ 4/ ... .................................. . 

<CAPTION> 

2000 

<C> 

12.0% 
18.3 
14.8 
14.4 
20.5 
5.0 

14.7 
3.5 

14.6% 

7.3% 

8.1% 

7.3% 

1999 1998 

<C> <C> 

11.6% 12.0% 
19.0 20.1 
13.2 12.9 
13.6 14.1 
19.6 19.2 
8. 0 5. 3 

14.1 
3. 4 

14.0 
5.2 

2000 

<C> 

3,906.5 
702.5 

2,392.0 
1,613.5 
3,019.5 

34.7 

11,668.7 
34.0 

13.9% 13.9% $11,702.7 

5. 9% 6.2% $ 5,212.7 

8.2% 7.9% $ 6,490.0 

8. 0% 7. 7% 

1999 

<C> 

2,847.5 
449.6 

2,025.7 
1,398.7 
2,555.8 

65. 0 

9,342.3 
33.4 

$ 9,375.7 

$ 3,836.5 

$ 5,539.2 

1998 

<C> 

$ 2,524.2 
252.8 

2,426.3 
1,370.0 
2,287.0 

58. 0 

8,918.3 
57.1 

$ 8,975.4 

$ 3,881.3 

$ 5,094.1 

Increase/(Decrease) Due to: 

2000 Compared to 1999 

Volume Rate 
All dollar amounts are stated ln mllllons. Varlance Varlance/2/ Varlance/2/ 

<S> 
Recelvables: 

Real estate secured ..................... . 
Auto flnance ............................ . 
MAstPrr:Arrl/Vl 
Prlvate label ........................... . 
Other unsecured ......................... . 
Commerclal and other .................... . 

Total recel vables ............................ . 
Nonlnsurance lnvestments ..................... . 

Total lnterest-earnlng assets 
(excludlng lnsurance lnvestments) ....... . 

Total debt ................................... . 

Net Interest Margln-Managed Basls/3/ ......... . 

</TABLE> 

<C> 

1,059.0 
252. 9 
lfifi. 3 

214.8 
463.7 
130.3 I 

2,326.4 
. 6 

$ 2' 327. 0 

$ 1,376.2 

95 0. 8 

<C> 

955.4 
269.1 
1 ?1. 1 

135.3 
358. 4 

I 8. 4 I 

1,873.6 
I .1 I 

$1,872.3 

834.0 

$1,038.3 

/1/ Nonaccrual loans are lncluded ln average outstandlng balances. 

<C> 

103.6 
I 16.2 I 
?45.? 

79.5 
105.3 
121.91 

452. 8 
. 7 

45 4. 7 

542.2 

I 87.5 I 

/2/ Rate/volume varlance lS allocated based on the percentage relatlonshlp of 
changes ln volume and changes ln rate to the total lnterest varlance. For 
total recelvables, total lnterest-earnlng assets and total debt, the rate 
and volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not 
represent an arlthmetlc sum cf the lndlvldual components. 

/3/ Represents net lnterest margln as a percent of average lnterest-earnlng 
assets. 

/4/ Represents the dlfference between the yleld earned on lnterest-earnlng 
assets and cost of the debt used to fund the assets. 

<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Selected Quarterly Flnanclal Data 
(Unaudlted) 

Pg. 51 - 2000 Annual Report 

Varlance 

<C> 

323.3 
196.8 

I 400. fil 

28.7 
268.8 

7.0 

424.0 
123.71 

400.3 

I 44. 8 I 

445.1 

1999 Compared to 1998 

Volume 
Varlance/2/ 

<C> 

419.9 
210.6 

I 45fi. 4 I 

74.4 
215.4 
127.21 

371.3 
I 4. 5 I 

349.2 

42. 9 

206.3 

Rate 
Varlance/2/ 

<C> 

I 96.6 I 
I 13.8 I 
SS.R 

I 45.7 I 
53.4 
34.2 

52.7 
I 19.2 I 

51.1 

$ 1187.71 

238.8 

2000-Three Months Ended 1999-Three Months Ended 

All dollar amounts except per share data are 
stated ln mllllons. 

<S> 
Flnance lncome .................................... . 
Other lnterest lncome ............................. . 
Interest expense .................................. . 

Net lnterest margln ............................... . 
Provlslon for credlt losses on 

owned recel vables ............................... . 

Net lnterest margln after provlslcn 
for credl t losses ................................. . 

Dec. 

<C> 
$2,408.0 

7.6 
1,117.0 

1,298.6 

574.8 

723.8 

Sept. 

<C> 
$2,262.1 

8.3 
1,057.2 

1,213.2 

524.4 

688.8 

June 

<C> 
$2,074.2 

9.2 
933.0 

1,150.4 

495.6 

65 4. 8 

March 

<C> 
$1,916.0 

8.9 
821.7 

1,103.2 

522.1 

5 81.1 

Dec. 

<C> 
$1,773.2 

8.1 
762.8 

1,018.5 

453.2 

5 65.3 

Sept. 

<C> 
$1,694.7 

8.0 
703.7 

999.0 

438.1 

560.9 

June March 

<C> <C> 
$1,583.0 $1,498.6 

7.4 9.9 
661.2 648.9 

929.2 859.6 

407.3 417.8 

521.9 441.8 
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Securl tlzatlon revenue ............................ . 
Insurance revenue ................................. . 
Investment lncome ................................. . 
Fee lncome ........................................ . 
Other lncome ...................................... . 

Total other revenues .............................. . 

Salarles and frlnge beneflts ...................... . 
Sales lncentlves .................................. . 
Occupancy and equlpment expense ................... . 
Other marketlng expenses .......................... . 
Other servlclng and 

admlnlstratlve expenses ......................... . 
Amortlzatlon of acqulred lntanglbles 

and goodwlll .................................... . 
Pollcyholders 1 benefl ts ........................... . 

Total costs and expenses .......................... . 

Income before lncome taxes ........................ . 
Income taxes ...................................... . 

Net lncome ........................................ . 

Baslc earnlngs per common share ................... . 
Dlluted earnlngs per common share ................. . 
Dl vldends declared ................................ . 
Welghted average common and common 

equlvalent shares outstandlng ................... . 

</TABLE> 
<PAGE> 

394.7 
147.7 

47. 0 
234.4 

33.5 

857.3 

355.5 
50.3 
77.1 

104.3 

122.8 

38.9 
63. 4 

812.3 

768. 8 
276.1 

492.7 

1. OS 
1. 03 

.19 

476.1 

Household Internatlonal, Inc. and Subsldlarles 

<TABLE> 
<CAPTION> 

Consolldated Statements of Income 

Pg. 52 - 2000 Annual Report 

In mllllons, except per share data. 
Year ended December 31 

379.9 
146.7 

43.9 
216.2 

30.1 

816.8 

333.0 
53.1 
78.4 

108.2 

136.0 

39.0 
67.1 

814.8 

690.8 
239.6 

451.2 

.95 

.94 

.19 

477.6 

355.6 
131.8 

42.5 
195.9 

31. 9 

757.7 

321.5 
57.4 
75.6 

125.3 

144.1 

38.9 
64.3 

827.1 

585.4 
201.5 

383.9 

.80 

.80 

.19 

477.0 

346.4 
135.0 

40.8 
179.3 
133.3 

834.8 

302.1 
42.8 
75.5 

133.1 

186.8 

43.2 
66.9 

85 0. 4 

5 65.5 
192.6 

$ 372.9 

$ . 79 
.78 
.17 

474.0 

2000 

<S> <C> 
Flnance lncome. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8, 660.3 
Other lnterest lncome.............................................................. 34.0 
Interest expense................................................................... 3,928.9 

Net lnterest margln ............................................................... . 
Provlslon for credlt losses on owned recelvables .................................. . 

Net lnterest margln after provlslcn for credlt losses ............................. . 

Securl tlzatlon revenue ............................................................ . 
Insurance revenue ................................................................. . 
Investment lncome ................................................................. . 
Fee lncome ........................................................................ . 
Other lncome ...................................................................... . 
Galn on sale of Beneflclal Canada ................................................. . 

Total other revenues .............................................................. . 

Salarles and frlnge benefl ts ...................................................... . 
Sales lncentlves .................................................................. . 
Occupancy and equlpment expense ................................................... . 
Other marketlng expenses .......................................................... . 
Other servlclng and admlnlstratlve expenses ....................................... . 
Amortlzatlon of acqulred lntanglbles and goodwlll ................................. . 
Pollcyholders 1 benefl ts ........................................................... . 
Merger and lntegratlon related costs .............................................. . 

Total costs and expenses .......................................................... . 

Income before lncome taxes ........................................................ . 
Income taxes ...................................................................... . 

Net lncome ........................................................................ . 

Earnlngs Per Common Share 
Net lncome ........................................................................ . 
Preferred dl Vldends ............................................................... . 

Earnlngs avallable to common shareholders ......................................... . 

Average common shares ............................................................. . 
Average common and common equlvalent shares ....................................... . 
Baslc earnlngs per common share ................................................... . 
Dlluted earnlngs per common share ................................................. . 

</TABLE> 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 

4,765.4 
2,116.9 

2,648.5 

1,476.6 
561.2 
174.2 
825.8 
228. 8 

3,266.6 

1,312.1 
203.6 
306.6 
470. 9 
589.7 
160.0 
261.7 

3,304.6 

2,610.5 
909.8 

1,700.7 

1,700.7 
I 9. 2 I 

1,691.5 

471.8 
476.2 
3. 59 
3.55 

398.2 
129.2 

40.8 
174.3 

43.8 

357. 9 
130. 6 

45.0 
155.7 
32.4 

786.3 721.6 

270.2 
37.0 
70.9 

106.0 

262.6 
42.1 
66.6 
91.5 

114.5 128.5 

36.1 
59.1 

35.5 
61.0 

693.8 687.8 

657.8 
219.0 

594.7 
194.8 

438.8 $ 399.9 

.93 

.92 

.1 7 

.84 

.83 

.17 

472.7 480.2 

1999 

<C> 
6,549.5 

33.4 
2,776.6 

3,806.3 
1,716.4 

2,089.9 

1,393.5 
534.6 
168.8 
595.5 
223.8 

2,916.2 

1,048.7 
145.9 
270.9 
370. 0 
547.9 
143.9 
25 8 .1 

2,785.4 

2,220.7 
734.3 

1,486.4 

1,486.4 
I 9. 2 I 

1,477.2 

477.0 
481.8 
3.10 
3.07 

Page 25 of 56 

312.5 
132.6 

41. 8 
135.8 

38.4 

661.1 

262. 0 
36.6 
66.6 
84.0 

142.3 

36.0 
69. 4 

696.9 

486.1 
159.2 

326.9 

.67 

.67 

.17 

484.3 

1998 

<C> 
5,604.2 

57.1 
2,517.0 

3,144.3 
1,516.8 

1,627.5 

1,548.9 
492.8 
161.2 
599.7 
243.7 
189.4 

3,235.7 

1,021.3 
106.2 
316.1 
403.2 
65 4. 9 
170.6 
238.2 

1,000.0 

3,910.5 

952.7 
428.6 

524.1 

524.1 
115. o I 

5 09 .1 

487.2 
496.4 

1. 04 
1. 03 

324.9 
142.2 

41.2 
129.7 
109.2 

747.2 

253.9 
30.2 
66.8 
88.5 

162. 6 

36.3 
68. 6 

706.9 

482.1 
161.3 

320.8 

.66 

. 65 

.17 

490.1 
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<PAGE> 

<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Consolldated Balance Sheets 

Pg. 53 - 2000 Annual Report 

In mllllons, except share data. 
At December 31 

<S< 
Assets 
Cash .................................................................................. . 
Investment securl tles ................................................................. . 
Recel vables, net ...................................................................... . 
Acqulred lntanglbles and goodwlll, net ................................................ . 
Propertles and equlpment, net ......................................................... . 
Real estate owned ..................................................................... . 
Other assets .......................................................................... . 

Total assets .......................................................................... . 

Llabllltles and Shareholders' Equlty 
Debt: 

Deposl ts ........................................................................... . 
Commerclal paper, bank and other borrowlngs ........................................ . 
Senlor and senlor subordlnated debt (wlth orlglnal 

maturl tles over one year) ........................................................ . 

Total debt ............................................................................ . 
Insurance pollcy and clalm reserves ................................................... . 
Other llabllltles ..................................................................... . 

Total llabllltles ..................................................................... . 
~ompAny ohllgAtPrl mAnrlAtnrlly rPrl~PmAhlP prPfPrrPrl 

securl tles of subsldlary trusts* ................................................... . 
Preferred stock ....................................................................... . 
Common shareholders' equlty: 

Common stock, $1.00 par value, 750,000,000 shares authorlzed; 
551,100,165 and 550,431,057 shares lssued at December 31, 
2000 and 1999, respectlvely ...................................................... . 

Addl tlonal pald-ln capl tal ......................................................... . 
Retalned earnlngs .................................................................. . 
Accumulated other comprehensl ve lncome ............................................. . 
Less common stock ln treasury, 80,080,506 and 82,519,612 

shares at December 31, 2000 and 1999, respectlvely, at cost ...................... . 

Total common shareholders' equl ty ..................................................... . 

Total llabllltles and shareholders' equl ty ............................................ . 

</TABLE< 

*The sole assets of the four trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln June 2000, March 1998, June 
1996 and June 1995, bearlng lnterest at 10.00, 7.25, 8.70 and 8.25 
respectlvely, wlth prlnclpal balances of $309.3, $206.2, $103.1 and 
mllllon, respectlvely, and due June 30, 2030, December 31, 2037, June 30, 2036 
and June 30, 2025, respectlvely. 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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<TABLE> 
<CAPTION> 
In mllllons. 

Household Internatlonal, Inc. and Subsldlarles 

Consolldated Statements of Cash Flows 

Pg. 54 - 2000 Annual Report 

Year ended December 31 

<C< 

2000 

490.2 
3,259.0 

67' 161 . 7 
1,705.7 

517.6 
337.1 

3,235.0 

76,706.3 

8,676.9 
10,787.9 

45,053.0 

64,517.8 
1,106.6 
2,291.3 

67,915.7 

675. 0 
164. 4 

551.1 
1,926.0 
7,680.5 

I 214.7 I 

11,991.71 

7,951.2 

76,706.3 

2000 

<C< 

1999 
----------- -----------

<S< 
Cash Provlded by Operatlons 
Net lncome ........................................................................ . 
AdJustments to reconclle net lncome to net cash provlded by operatlons: 

Provlslon for credlt losses on owned recelvables ............................... . 
Non-cash merger and lntegratlon related costs .................................. . 
Insurance pollcy and clalm reserves ............................................ . 
Depreclatlon and amortlzatlon .................................................. . 
Net reallzed galns from sales cf assets ........................................ . 
Deferred lncome tax provlslon .................................................. . 
Other, net ..................................................................... . 

Cash provlded by operatlons ....................................................... . 

Investments ln Operatlons 
Investment securltles: 

Purchased ...................................................................... . 

<C< <C< 

1,700.7 1,486.4 

2,116.9 1, 716.4 

36.6 76.1 
301.7 292.1 

87.0 33.1 
I 55.3 I I 35 o .1 I 

--------- ---------
4,187.6 3,254.0 

--------- ---------

I 804. 4 I 11,431.71 
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1999 

270.6 
3,128.1 

52,158.4 
1,590.4 

476.4 
271.5 

2,854.0 

60,749.4 

4,980.0 
10,777.8 

34,887.3 

50,645.1 
1,308.9 
1,805.1 

53,759.1 

375.0 
164.4 

550.4 
1,780.8 
6,338.7 

125 6. 9 I 

11,962.11 

6,450.9 

60,749.4 

1998 

<C< 

524.1 

1,516.8 
291.0 

64.2 
308 .1 

I 183. 4 I 
253.0 

I 435.7 I 
---------

2,338.1 
---------

11,526.11 
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Matured ........................................................................ . 
Sold ........................................................................... . 

Short-term lnvestment securltles, net change ...................................... . 
Recelvables: 

Orlglnatlons, net .............................................................. . 
Purchases and related premlums ................................................. . 
Sold ........................................................................... . 

Acqulsl tlon of buslness operatlons ................................................ . 
Propertles and equlpment purchased ................................................ . 
Propertles and equlpment sold ..................................................... . 

Cash decrease from lnvestments ln operatlons ...................................... . 

Flnanclng and Capltal Transactlons 
Short-term debt and demand deposlts, net change ................................... . 
Tlme certlflcates, net change ..................................................... . 
Senlor and senlor subordlnated deLt lssued ........................................ . 
Senlor and senlor subordlnated deLt retlred ....................................... . 
Prepayment of debt ................................................................ . 
Pollcyholders' benefl ts pald ...................................................... . 
Cash recel ved from pollcyholders .................................................. . 
Shareholders' dl vldends ........................................................... . 
Shareholders' dl vldends-pooled afflllate .......................................... . 
Issuance of company obllgated mandatorlly redeemable 

preferred securltles of subsldlary trusts ...................................... . 
Redemptlon of preferred stock ..................................................... . 
Purchase of treasury stock ........................................................ . 
Treasury stock actlvlty-pooled afflllate .......................................... . 
Issuance of common stock .......................................................... . 

Cash lncrease from flnanclng and capltal transactlons ............................. . 

Effect of exchange rate changes on cash ........................................... . 

Increase (decrease) ln cash ....................................................... . 
Cash at January 1 ................................................................. . 

r\"'Jsh At DPrPmhPr ::\1 ................................................ . 

Supplemental Cash Flow Informatlon: 
Interest pald ..................................................................... . 
Income taxes pald ................................................................. . 

Supplemental Non-Cash Investlng and Flnanclng Actlvltles: 
Common stock lssued for acqulsl tlcn ............................................... . 

</TABLE< 
The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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<TABLE> 
<CAPTION> 

Household Internatlonal, Inc. and Subsldlarles 

Consolldated Statements of Changes ln Preferred 
Stock and Common Shareholders' Equlty 

Pg. 55 - 2000 Annual Report 

All amounts except per share data are 
stated ln mllllons. 

Preferred 
Stock 

Common 
Stock 

Addltlonal 
Pald-ln 
Capltal 
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451.5 
238.4 
I 4 7. 8 I 

139,930.61 
14,162.81 
26,919.2 

I 87.1 I 
I 173. 8 I 

16.3 

117,581.11 

182.0 
3,219.7 

21,608.3 
111,152.01 

I 117.61 
60.2 

I 35 8. 9 I 

300.0 

I 209.3 I 

64.4 

13,596.8 

16.3 

219.6 
270.6 

3,920.6 
689.9 

209.4 

792.5 
732.5 

1111.11 

132,888.11 
12,571.61 
25,249.8 

I 43. 4 I 
I 139. 8 I 

29.1 

110,381.81 

839.1 
2,961.6 

11,281.3 
16,870.61 

I 126. 9 I 
63. 0 

I 332 .1 I 

I 915. 9 I 

45.0 

6,944.5 

I 3. 5 I 

I 186. 8 I 
457. 4 

?70. fi 

2,757.6 
337.6 

15.0 

510.4 
85 8. 3 

I 205 .1 I 

128,648.51 
12,949.61 
24,352.6 

I 135 .1 I 
43.7 

17,699.41 

11,127.61 
380.3 

13,285.5 
15,455.81 
11,140.81 

I 130.9 I 
109.5 

125 6. 5 I 
161.81 

200.0 
I 100 .1 I 
I 412. o I 

111.41 
. 8 

5,279.2 

5.2 

I 76.9 I 
534.3 

457.4 

$ 2,431.6 
311.0 

Common Shareholders' Equlty 

Accumulated 
Other 

Retalned Comprehenslve 
Earnlngs Income/1/ 

Common 
Total 

Common 
Stock ln Shareholders' 
Treasury Equlty 

<S< <C> <C> <C> <C> <C> <C> <C> 
Balance at December 31, 1997 ............... . 
Net lncome ................................. . 
Other comprehenslve lncome, net of tax: 

Forelgn currency translatlon adJustments ... 
Unreallzed galn on lnvestments, net of 
reclasslflcatlon adJustment .............. . 

Total comprehenslve lncome ................. . 
Cash dlvldends: 
Preferred at stated rates ................. . 
Common, $. 60 per share .................... . 
Pooled afflllate/2/ ....................... . 

Exerclse of stock optlons .................. . 
Issuance of common stock ................... . 
Purchase of treasury stock ................. . 
Redemptlon of preferred stock .............. . 

Balance at December 31, 1998 ............... . 
Net lncome ................................. . 
Other comprehenslve lncome, net of tax: 

Forelgn currency translatlon adJustments ... 
Unreallzed loss on lnvestments, net of 
reclasslflcatlon adJustment .............. . 

Total comprehenslve lncome ................. . 
Cash dlvldends: 
Preferred at stated rates ................. . 

264.5 536.9 1,423.5 4,978.6 

7.4 
. 2 

I. 4 I 
I 1 oo .1 I 

---------
164.4 544.1 

220.3 
19.7 

I 11. o I 

----------
1,652.5 

524.1 

I 15. o I 
1241.51 

161.81 

5,184.4 
1,486.4 

I 9. 2 I 

1167.71 1597.31 6,174.0 
524.1 

9. 0 9. 0 

13.6 

13.9 
I 19 .1 I 

I 412. o I 

1145.11 11,014.51 

I 18 .1 I 

I 93.7 I 

13.6 

5 46.7 

I 15. o I 
1241.51 

I 61. 8 I 
241.6 

. 8 
I 423. 4 I 

6,221.4 
1,486.4 

I 18.1 I 

I 93.7 I 

1,374.6 

I 9. 2 I 
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Common, $. 68 per share .................... . 
Exerclse of stock optlons .................. . 
Issuance of common stock ................... . 
Purchase of treasury stock ................. . 

Balance at December 31, 1999 ............... . 
Net lncome ................................. . 
Other comprehenslve lncome, net of tax: 

Forelgn currency translatlon adJustments ... 
Unreallzed galn on lnvestments, net of 
reclasslflcatlon adJustment .............. . 

Total comprehenslve lncome ................. . 
Cash dlvldends: 
Preferred at stated rates ................. . 
Common, $. 7 4 per share .................... . 

Exerclse of stock optlons .................. . 
Issuance of common stock ................... . 
Purchase of treasury stock ................. . 

Balance at December 31, 2000 ............... . 

</TABLE< 

164.4 

164.4 

/1/ Accumulated other comprehenslve lncludes the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

6.1 
. 2 

550.4 

. 5 

. 2 

551.1 

103. 0 
25.3 

1,780.8 

20.7 
124.5 

1,926.0 

I 322. 9 I 

6,338.7 
1,700.7 

I 9. 2 I 
I 349.7 I 

7,680.5 

2000 
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(51. 21 
19.5 

I 915. 9 I 

(256.91 (1,962.11 

I 52.9 I 

95.1 

30.6 
149.1 

I 209.3 I 

(214.71 $(1,991.71 

1999 1998 

I 322. 9 I 
57.9 
45.0 

I 915. 9 I 

6,450.9 
1,700.7 

I 52. 9 I 

95.1 

1,742.9 

I 9. 2 I 
I 349.7 I 

51.8 
273.8 

I 209.3 I 

7,951.2 

1997 

<S< <C> <C> <C> <C> 
Unreallzed galns (losses) on lnvestments: 

Gross unreallzed galns (losses) .................................... . 41.6 (109.81 34.0 13.1 
Income tax expense (benefl t) ....................................... . 17.8 (38.51 11.6 4.3 

Net unreallzed galns (losses) ...................................... . 23.8 
r:llmlll c=Jtl VP Arl]llstmPnts for forPl gn rllrrPnry trc=Jnsl c=Jtl on 

ad] ustments ........................................................... . I 238.5 I 

Total ................................................................. . I 214.7 I 

</TABLE< 

/2/ Represents hlstorlcal common stock dlvldends of Beneflclal Corporatlon. 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 

Consolldated Statements of Changes ln Preferred 
Stock and Common Shareholders' Equlty (contlnued) 

<TABLE> 
<CAPTION> 

Shares Outstandlng 

<S> 

Pg. 56 - 2000 Annual Report 

Balance at December 31, 1997 ....................... . 
Exerclse of common stock optlons ................... . 
Issuance of common stock ........................... . 
Purchase of treasury stock ......................... . 
Purchase of stock-pooled afflllate ................. . 
Redemptlon of preferred stock ...................... . 

Balance at December 31, 1998 ....................... . 
Exerclse of common stock optlons ................... . 
Issuance of common stock ........................... . 
Purchase of treasury stock ......................... . 

Balance at December 31, 1999 ....................... . 
Exerclse of common stock optlons ................... . 
Issuance of common stock ........................... . 
Purchase of treasury stock ......................... . 

Balance at December 31, 2000 ....................... . 

</TABLE> 

Com~rehenslve Income 

Preferred Stock 

<C> 
1,498,279 

(100,0001 

1,398,279 

1,398,279 

1,398,279 

Issued 

<C> 
536,870,946 

7,432,207 
244,821 

(423,8041 

544,124,170 
6,083,549 

223,338 

550,431,057 
516,823 
152,285 

551,100,165 

The followlng dlscloses the related tax effects allocated to each component of 
other comprehenslve lncome (expense) and reclasslflcatlon adJustments: 

<TABLE> 
<CAPTION> 

171.3 I 

I 185.6 I 

125 6. 9 I 

In Treasury 

<C> 
(51,519,4291 

1,136,446 
(99,4481 

(10,504,0001 

(60,986,4311 
(791,6811 

1,055,566 
(21,797,0661 

(82,519,6121 
1,531,458 
6,321,263 

(5,413,6151 

(80,080,5061 

22.4 

I 167.5 I 

I 145 .1 I 

Common Stock 

Net Outstandlng 

<C> 
485,351,517 

8,568,653 
145,373 

(10,504,0001 
(423,8041 

483,137,739 
5,291,868 
1,278,904 

(21,797,0661 

467,911,445 
2,048,281 
6,473,548 

(5,413,6151 

471,019,659 

8.8 

I 176.5 I 

I 167.7 I 
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In mllllons. 
At December 31 

<S< 
1998 
Unreallzed galns on lnvestments: 

Unreallzed holdlng galns arlslng durlng the perlod .......................... . 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome .......... . 

Net unreallzed galns on lnvestments ......................................... . 
Forelgn currency translatlon adJustments ....................................... . 

Other comprehensl ve lncome ..................................................... . 

1999 
Unreallzed losses on lnvestments: 

Unreallzed holdlng losses arlslng durlng the perlod ......................... . 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome .......... . 

Net unreallzed losses on lnvestments ........................................ . 
Forelgn currency translatlon adJustments ....................................... . 

Other comprehensl ve expense .................................................... . 

2000 
Unreallzed galns on lnvestments: 

Unreallzed holdlng galns arlslng durlng the perlod .......................... . 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome .......... . 

Net unreallzed galns on lnvestments ......................................... . 
Forelgn currency translatlon adJustments ....................................... . 

Other comprehensl ve lncome ..................................................... . 

</TABLE< 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 

Notes to Consolldated Flnanclal Statements 

Pg. 57 - 2000 Annual Report 

Household Internatlonal, Inc. and subsldlarles ("Household") lS a leadlng 
provlder of consumer lendlng products to mlddle-market consumers ln the Unlted 
States, Unlted Klngdom and Canada wlth $87.6 bllllon of managed recelvables at 
December 31, 2000. Household may also be referred to ln these notes to the 
consolldated flnanclal statements as "we," "us" or "our." Our lendlng products 
lnclude real estate secured loans, auto flnance loans, MasterCard* and Vlsa* 
credlt cards, prlvate label credlt cards and other types of unsecured loans. We 
also offer tax refund antlclpatlon loans ln the Unlted States and credlt and 
speclalty lnsurance ln the Unlted States, the Unlted Klngdom and Canada. We have 
three reportable segments: Consumer, Credlt Card Servlces, and Internatlonal. 
Our Consumer segment lncludes our consumer lendlng, retall servlces, and auto 
flnance buslnesses. Our consumer lendlng buslness lncludes our branch-based 
operatlons and our mortgage servlces buslness, whlch lncludes our correspondent 
buslness. Our Credlt Card Servlces segment lncludes our domestlc MasterCard and 
Vlsa credlt card buslness. Our Internatlonal segment lncludes our forelgn 
operatlons ln the Unl ted Klngdom ("U.K.") and Canada. 

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basls of Presentatlon The consolldated flnanclal statements lnclude the 
accounts of Household Internatlonal, Inc. and all subsldlarles. All slgnlflcant 
lntercompany accounts and transactlons have been ellmlnated. Certaln prlor year 
amounts have been reclasslfled to conform wlth the current year's presentatlon. 

The preparatlon of flnanclal statements ln conformlty wlth generally 
accepted accountlng prlnclples requlres management to make estlmates and 
assumptlons that affect the amounts reported ln the flnanclal statements and 
accompanylng notes. Actual results could dlffer from those estlmates. 

Investment Securltles We malntaln lnvestment portfollos (comprlsed prlmarlly of 
debt securltles) ln both our non-lnsurance and lnsurance operatlons. Our entlre 
lnvestment securltles portfollo was classlfled as avallable-for-sale at December 
31, 2000 and 1999. Avallable-for-sale lnvestments are lntended to be lnvested 
for an lndeflnlte perlod but may Le sold ln response to events we expect to 
occur ln the foreseeable future. These lnvestments are carrled at falr value. 
Unreallzed holdlng galns and losses on avallable-for-sale lnvestments are 
recorded as adJustments to common shareholders' equlty accumulated other 
comprehenslve lncome, net of lncome taxes. Any decllne 
lnvestments whlch lS deemed to be other than temporary 
current earnlngs. 

the falr value of 
charged agalnst 

Cost of lnvestment securltles sold lS determlned uslng the speclflc 
ldentlflcatlon method. Interest lncome earned on the nonlnsurance lnvestment 
portfollo lS classlfled ln the statements of lncome ln net lnterest margln. 

Before-Tax 

<C< 

26.9 
I 6. o I 

20.9 
9.3 

30.2 

I 134. 4 I 
I 9. 4 I 

I 143. 8 I 
I 20. 9 I 

I 164.7 I 

152.2 
I. 8 I 

151.4 
I 47.2 I 

104.2 

Tax 
(Expense) 
Beneflt 

<C< 

I 9. 4 I 
2.1 

(7. 31 
I. 31 

(7. 61 

46.8 
3.3 

50.1 
2.8 

52.9 

(56. 61 
. 3 

IS 6. 3 I 
Is. 7 I 

I 62. o I 
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Net-of-Tax 

<C< 

17.5 
13.9 I 

13.6 
9.0 

22.6 

(87. 61 
I 6.1 I 

(93. 7 I 
I 18 .1 I 

I 111.8 I 

95. 6 
I. s I 

95.1 
(52. 9 I 

42.2 
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Reallzed galns and losses from the lnvestment portfollo and lnvestment lncome 
from the lnsurance portfollo are recorded ln lnvestment lncome. Accrued 
lnvestment lncome lS classlfled wlth lnvestment securltles. 

Recelvables Recelvables are carrled at amortlzed cost. Flnance lncome lS 
recognlzed uslng the effectlve method. Premlums and dlscounts on purchased 
recelvables are recognlzed as of the yleld of the related 
recelvables. Orlglnatlon fees are deferred and amortlzed to flnance lncome over 
the estlmated llfe of the related recelvables, except to the extent they offset 
dlrectly related lendlng costs. MasterCard and Vlsa annual fees are netted wlth 
dlrect lendlng costs, deferred, and amortlzed on a stralght-llne basls over 
year. Net deferred annual fees related to these recelvables totaled $63.4 
mllllon at December 31, 2000 and $29.3 mllllon at December 31, 1999. 

Insurance reserves appllcable to credlt rlsks on consumer recelvables are 
treated as a reductlon of recelvaLles ln the balance sheets, slnce payments 
such pollcles generally are used to reduce outstandlng recelvables. 

Provlslon and Credlt Loss Reserves Provlslon for credlt losses on owned 
recelvables lS made ln an amount sufflclent to malntaln credlt loss reserves at 
a level consldered adequate to cover probable losses of prlnclpal, lnterest and 
fees ln the exlstlng owned portfollo. Probable losses are estlmated for consumer 
recelvables based on contractual dellnquency status and hlstorlcal loss 
experlence. For commerclal loans, probable losses are calculated uslng estlmates 
of amounts and tlmlng of future cash flows expected to be recelved on loans. In 
addltlon, loss reserves on consumer and commerclal recelvables are malntalned to 
reflect our JUdgment of portfollo rlsk factors. Loss reserve estlmates are 
revlewed perlodlcally and adJustments are reported ln earnlngs when they become 
known. As these estlmates are lnfluenced by factors outslde our control, such as 
consumer payment patterns and economlc condltlons, there lS uncertalnty lnherent 
ln these estlmates, maklng lt reasonably posslble that they could change. 

*MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa a reglstered trademark of VISA USA, Inc. 
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Household Internatlonal, Inc. and Subsldlarles 

Notes to Consolldated Flnanclal Statements (contlnued) 

Pg. 58 - 2000 Annual Report 

Our chargeoff pollcy for consumer recelvables varles by product. Unsecured 
recelvables are wrltten off at the followlng stages of contractual dellnquency: 
MasterCard and Vlsa-6 months; prlvate label-9 months; and other unsecured-9 
months and no payment recelved ln 6 months. For real estate secured recelvables, 
carrylng values are wrltten down to net reallzable value at the tlme of 
foreclosure. For loans secured by automoblles, carrylng values are wrltten down 
to net reallzable value when the loan becomes 5 months contractually dellnquent. 
Commerclal recelvables are wrltten off when lt becomes apparent that an account 
lS uncollectlble. 

Nonaccrual Loans Nonaccrual loans are loans on whlch accrual of lnterest has 
been suspended. Interest lncome lS suspended on all loans except for credlt card 
and auto flnance recelvables when prlnclpal or lnterest payments are more than 
three months contractually past due. For credlt card recelvables, lnterest 
contlnues to accrue untll the recelvable lS charged off. For auto flnance 
recelvables, accrual of lnterest lncome lS dlscontlnued when payments are more 
than two months contractually past due. Accrual of lncome on nonaccrual consumer 
recelvables lS resumed lf the recelvable becomes less than three months 
contractually past due (two months for auto flnance recelvables). Accrual of 
lncome on nonaccrual commerclal leans lS resumed lf the loan becomes 
contractually current. Cash payments recelved on nonaccrual commerclal loans are 
elther applled agalnst prlnclpal cr reported as lnterest lncome, accordlng to 
our JUdgment as to the collectlblllty of prlnclpal. 

Recelvables Sold and Servlced wlth Llmlted Recourse and Securltlzatlon Revenue 
Certaln real estate secured, auto flnance, MasterCard and Vlsa, prlvate label 
and other unsecured recelvables have been securltlzed and sold to lnvestors wlth 
llmlted recourse. We have retalned the servlclng rlghts to these recelvables. 
Upon sale, the recelvables are removed from the balance sheet and a galn on sale 
lS recognlzed for the dlfference Letween the carrylng value of the recelvables 
and the adJusted sales proceeds. The adJusted sales proceeds are based on a 
present value estlmate of future cash flows to be recelved over the llves of the 
sold recelvables. Future cash flows are based on estlmates of prepayments, the 
lmpact of lnterest rate movements on ylelds of recelvables and securltles 
lssued, dellnquency of recelvables sold, servlclng fees, operatlng expenses and 
other factors. The resultlng galn lS also adJusted by a reserve for estlmated 
probable losses under the recourse provlslons. Galns on sale, recourse 
provlslons and servlclng cash flows on recelvables sold are reported ln the 
accompanylng consolldated statements of lncome as securltlzatlon revenue. 

In connectlon wlth these transactlons we record an lnterest only strlp 
recelvable, representlng our contractual rlght to recelve lnterest and other 
cash flows from our securltlzatlon trusts. Our lnterest only strlp recelvables 
are reported ln recelvables at falr value as a component of amounts due and 
deferred from recelvable sales alcng wlth our estlmate of probable losses under 
the recourse provlslons. Unreallzed galns and losses are recorded as adJustments 
to common shareholders' equlty ln accumulated other comprehenslve lncome, net of 
lncome taxes. Our lnterest only strlp recelvables are revlewed for lmpalrment 
whenever events lndlcate that the carrylng value may not be recovered. 

Propertles and Equlpment Propertles and equlpment, whlch lnclude leasehold 
lmprovements, are recorded at cost, net of accumulated aeoreclaclon and 
amortlzatlon of $954.8 mllllon at December 31, 2000 and .7 mllllon at 
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December 31, 1999. Depreclatlon lS provlded on a stralght-llne basls over the 
estlmated useful llves of the assets for flnanclal reportlng purposes. Leasehold 
lmprovements are amortlzed over the lesser of the economlc useful llfe of the 
lmprovement or the term of the lease. 

Collateral Real estate owned lS valued at the lower of cost or falr 
estlmated costs to sell. These values are perlodlcally revlewed and 

reduced, lf necessary. Costs of hcldlng real estate, and related galns and 
losses on dlsposltlon, are credlted or charged to operatlons as lncurred. 
Repossessed vehlcles are recorded at the lower of the estlmated falr market 
value or the outstandlng recelvable balance. 

Insurance Insurance revenues on revolvlng credlt lnsurance pollcles are 
recognlzed when bllled. Insurance revenues on the remalnlng lnsurance contracts 
are recorded as unearned premlums and recognlzed lnto lncome based on the nature 
and term of the underlylng contracts. Llabllltles for credlt lnsurance pollcles 
are based upon estlmated settlement amounts for both reported and lncurred but 
not yet reported losses. Llabllltles for future beneflts on annulty contracts 
and speclalty and corporate owned llfe lnsurance products are based on actuarlal 
assumptlons as to lnvestment ylelds, mortallty and wlthdrawals. 
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Acqulred Intanglbles and Goodwlll Acqulred lntanglbles conslst of acqulred 
credlt card relatlonshlps whlch are amortlzed on a stralght-llne basls over 
thelr estlmated useful llves whlch vary by portfollo and range from 4 to 15 
years. Goodwlll represents the purchase prlce over the falr value of 
ldentlflable assets acqulred less llabllltles assumed from buslness comblnatlons 
and lS amortlzed on a stralght-llne basls over perlods not exceedlng 25 years. 
We revlew acqulred lntanglbles and goodwlll for lmpalrment utlllzlng 
undlscounted cash flows whenever events lndlcate that the carrylng amounts may 
not be recoverable. We conslder slgnlflcant and long-term changes ln lndustry 
and economlc condltlons to be our prlmary lndlcator of potentlal lmpalrment. 
Impalrment charges, when requlred, are calculated uslng dlscounted cash flows. 

Treasury Stock We account for re~urchases of common stock uslng the cost method 
wlth common stock ln treasury classlfled ln the balance sheets as a reductlon of 
common shareholders' equlty. Treasury stock relssued lS removed at average cost. 

Interest Rate Contracts Interest rate swaps are the prlnclpal vehlcle used to 
manage lnterest rate rlsk; however, we also utlllze lnterest rate futures, 
optlons, caps and floors, and for~ard contracts. We also have entered lnto 
currency swaps to convert both prlnclpal and lnterest payments on debt lssued 
from one currency to the approprlate functlonal currency. Our lnterest rate 
contracts are deslgnated as an effectlve hedge/synthetlc alteratlon of the 
speclflc underlylng assets or llaLllltles (or speclflc groups of assets or 
llabllltles). The net amount to be pald or recelved lS accrued and lncluded 
net lnterest margln ln the statements of lncome. 

Correlatlon between all lnterest rate contracts and the underlylng asset, 
llablllty or off-balance sheet ltem lS dlrect because we use lnterest rate 
contracts whlch mlrror the ltem belng hedged/synthetlcally altered. 
If correlatlon between the altered ltem and related 
lnterest rate contract would cease to exlst, the lnterest rate contract would be 
recorded at falr value and the assoclated unreallzed galn or loss would be 
lncluded ln net lnterest margln, ~lth any future reallzed and unreallzed galns 

losses recorded ln other lncome. 

Interest rate contracts are recorded ln the balance sheets at amortlzed 
cost. If lnterest rate contracts are termlnated early, the reallzed galns and 
losses are deferred and amortlzed over the llfe of the underlylng 
hedged/synthetlcally altered ltem as an adJustment to net lnterest margln. These 
deferred galns and losses are reccrded on the 
sheets as adJustments to the carrylng value of the 
ltems. In clrcumstances where the underlylng assets or llabllltles are sold, any 
remalnlng carrylng value adJustments or cumulatlve change ln value on any open 
posltlons are recognlzed lmmedlately as a component of the galn or loss upon 
dlsposltlon. Any remalnlng lnterest rate contracts prevlously deslgnated to the 
sold hedged/synthetlcally altered ltem are recorded at falr value wlth reallzed 
and unreallzed galns and losses lncluded ln other lncome. 

Forelgn Currency Translatlon We have forelgn subsldlarles located ln the Unlted 
Klngdom and Canada. The functlonal currency for each forelgn subsldlary lS lts 
local currency. Assets and llabllltles of these subsldlarles are translated at 
the rate of exchange ln effect on the balance sheet date; lncome and expenses 
are translated at the average rate of exchange prevalllng durlng the year. 
Resultlng translatlon adJustments are accumulated ln common shareholders' equlty 

component of accumulated other comprehenslve lncome. 

We perlodlcally enter lnto fcrward exchange contracts to hedge our 
lnvestment ln forelgn subsldlarles. After-tax galns and losses on contracts to 
hedge forelgn currency fluctuatlons are accumulated ln common shareholders' 
equlty as a component of accumulated other comprehenslve lncome. Effects of 
forelgn currency translatlon ln the statements of cash flows are offset agalnst 
the cumulatlve forelgn currency adJustment, except for the lmpact on cash. 
Forelgn currency transactlon galns and losses are lncluded ln lncome as they 

Stock - Based Compensatlon We account for stock optlon and stock purchase plans 
ln accordance wlth Accountlng Prlnclples Board Oplnlon No. 25, "Accountlng for 
Stock Issued to Employees" ("APB 25"). In accordance wlth APB 25, no 
compensatlon expense lS recognlzed for stock optlons lssued. 
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Income Taxes Federal lncome taxes are accounted for utlllzlng the llablllty 
method. Deferred tax assets and llabllltles are determlned based on dlfferences 
between flnanclal reportlng and tax bases of assets and llabllltles and are 
measured uslng the enacted tax rates and laws that Wlll be ln effect when the 
dlfferences are expected to reverse. Investment tax credlts 
leveraged leases are accounted for uslng the deferral 
<PAGE> 
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by 

New Accountlng Pronouncements In September 2000, the Flnanclal Accountlng 
Standards Board ("FASB") lssued Statement of Flnanclal Accountlng Standards No. 
140, "Accountlng for Transfers and Servlclng of Flnanclal Assets and 
Extlngulshments of Llabllltles, a Replacement of FASB Statement No. 125." ("FAS 
No. 140"). FAS No. 140 revlses the standards for accountlng for securltlzatlons 
and requlres certaln dlsclosures. FAS No. 140 lS effectlve for all transfers of 
flnanclal assets occurrlng after ~arch 31, 2001, and for dlsclosures relatlng to 
securltlzatlon transactlons for flscal years endlng after December 15, 2000. The 
dlsclosures requlred by FAS No. 140 are presented ln Note 5, "Asset 
Securltlzatlons." We Wlll adopt the non-dlsclosure-related provlslons of FAS No. 
140 on Aprll 1, 2001 and do not expect the adoptlon to have a slgnlflcant effect 

our operatlons. 

In June 1998, the FASB lssued Statement of Flnanclal Accountlng Standards 
No. 133, "Accountlng for Derl vatl ve Instruments and Hedglng Actl Vl tles" ( "FAS 
No. 133"). FAS No. 133, as amended by FAS Nos. 137 and 138, establlshes 
accountlng and reportlng standards requlrlng that every derlvatlve lnstrument 
(lncludlng certaln derlvatlve lnstruments embedded ln other contracts) be 
recorded ln the balance sheet as elther an asset or llablllty measured at lts 
falr value. FAS No. 133 requlres that changes ln a derlvatlve's falr value be 
recognlzed currently ln earnlngs unless speclflc hedge accountlng crlterla are 
met. The accountlng for quallfylng hedges allows a derlvatlve's galns and losses 
tn nffspt thP rPlAtPrl rPRlJlts nn thP hPrlgPrl 1tPm 1n thP 1nrnmP stAtPmPnt. On 
January 1, 2001, we adopted FAS Nc. 133 as requlred. The adoptlon was accounted 
for as a cumulatlve effect of a change ln accountlng prlnclple. The lmpact of 
the adoptlon was not materlal to earnlngs and reduced shareholders' equlty by 
$240 mllllon. The adJustment to shareholders' equlty was recorded as a component 
of accumulated other comprehenslve lncome and was made to recognlze at falr 
value all derlvatlves that were deslgnated as cash flow hedglng lnstruments. 

2 BUSINESS COMBINATIONS, ACQUISITIONS AND DIVESTITURES 

On February 7, 2000, we purchased all of the outstandlng capltal stock of 
Renalssance Holdlngs, Inc. ( "Renalssance"), a prl vately held lssuer of secured 
and unsecured credlt cards to non-prlme customers, for approxlmately $300 
mllllon of our common stock and cash. The acqulsltlon provlded us wlth an 
establlshed platform for growlng the non-prlme credlt card buslness and lS 
expandlng our product offerlngs tc customers and prospects ln our other 
buslnesses. The acqulsltlon was accounted for as a purchase and, accordlngly, 
Renalssance's operatlons have been lncluded ln our results of operatlons slnce 
February 7, 2000. 

In August 1999, we acqulred all of the outstandlng capltal stock of 
Declslon One Mortgage Company LLC ("Declslon One") for approxlmately $60 mllllon 
ln common stock and cash. Declslon One orlglnates loans through a 30-state 
broker network and packages them for sale to lnvestors. The acqulsltlon was 
accounted for as a purchase and, accordlngly, earnlngs from Declslon One have 
been lncluded ln our results of o~eratlons subsequent to the acqulsltlon date. 

On June 30, 1998, Household merged wlth Beneflclal Corporatlon 
("Beneflclal"), a consumer flnance holdlng company headquartered ln Wllmlngton, 
Delaware. Each outstandlng share cf Beneflclal common stock was converted lnto 
3.0666 shares of Household common stock, resultlng ln the lssuance of 
approxlmately 168.4 mllllon shares of common stock. Each share of Beneflclal 
$5.50 Convertlble Preferred Stock (the "Beneflclal Convertlble Stock") was 
converted lnto the number of shares of Household common stock the holder would 
have been entltled to recelve ln the merger had the Beneflclal Convertlble Stock 
been converted lnto shares of Beneflclal common stock lmmedlately prlor to the 
merger. Addltlonally, each other share of Beneflclal preferred stock outstandlng 
was converted lnto one share of a newly-created serles of Household preferred 
stock wlth terms substantlally slmllar to those of exlstlng Beneflclal preferred 
stock. The merger was accounted fer as a poollng of lnterests and, therefore, 
the consolldated flnanclal statements lnclude the results of operatlons, 
flnanclal posltlon, and changes ln cash flows of Beneflclal for all perlods 
presented. 

As a result of the merger, adJustments were made ln 1998 to allgn 
accountlng pollcles of the two companles, partlcularly relatlng to chargeoffs 
for the retall servlces and consumer lendlng buslnesses. These adJustments dld 
not have a materlal lmpact on our reported results. 

In connectlon wlth the Beneflclal merger, we establlshed an lntegratlon 
plan to comblne the companles. The plan was approved by the approprlate levels 
of management and ldentlfled actlvltles that would not be contlnued as a result 
of the merger and the related costs of exltlng those actlvltles. Our plan also 
ldentlfled the number of employees who would be lnvoluntarlly termlnated and 
establlshed the beneflt levels these employees would recelve upon termlnatlon. 
These beneflt levels were communlcated to employees ln Aprll 1998. Pursuant to 
our plan, we accrued pre-tax merger and lntegratlon related costs of 
approxlmately $1 bllllon ($751 mllllon after-tax) ln 1998 whlch have been 
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reflected ln the statement of lnccme ln total costs and expenses. 
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The merger and lntegratlon costs were comprlsed of the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
<S< 
Employee termlnatlon costs ........................................................... . 

Faclllty closures: 
Lease termlnatlon costs: 

Beneflclal corporate offlce ..................................................... . 
Branch offlces and other operatlng facllltles ................................... . 

Flxed asset wrl tedowns ............................................................. . 
Vendor contract termlnatlon penal tles .............................................. . 

Total faclll ty closure costs ......................................................... . 

Asset wrltedowns to reflect modlfled buslness plans: 
Goodwlll and other lntanglbles ..................................................... . 
Real estate lnterests .............................................................. . 

Total asset wrl tedowns ............................................................... . 

Investment banklng fees .............................................................. . 
Legal and other expenses ............................................................. . 
Debt prepayment premlums ............................................................. . 

Total merger and lntegratlon costs ................................................... . 

</TART,F,> 

Durlng 1998, we made cash payments of $629 mllllon and non-cash reductlons of 
$291 mllllon agalnst our restructure reserve. The restructure reserve llablllty 
was $80 mllllon at December 31, 1998. The merger and lntegratlon plan was 
completed durlng 1999. The costs lncurred to execute the plan were conslstent 
wlth our orlglnally estlmated cost of $1 bllllon. 

In Aprll 1998, we completed the sale of Beneflclal's German consumer banklng 
operatlons. An after-tax loss of $27.8 mllllon was recorded ln the fourth 
quarter of 1997. Thls loss was recorded after conslderatlon of a $31.0 mllllon 
tax beneflt. 

In March 1998, we completed the sale of Beneflclal's Canadlan operatlons and 
recorded an after-tax galn of $118.5 mllllon. 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S< 

INVESTMENT SECURITIES 

Avallable-For-Sale Investments 
Marketable equl ty securl tles ............................................................ . 
Corporate debt securltles ............................................................... . 
U.S. government and federal agency debt securltles ...................................... . 
Certlflcates of deposlt ................................................................. . 
Money market funds ...................................................................... . 
Other ................................................................................... . 

Subtotal ................................................................................ . 
Accrued lnvestment lncome ............................................................... . 

Total lnvestment securl tles ............................................................. . 

</TABLE< 

Proceeds from the sale of avallable-for-sale lnvestments totaled approxlmately 
$.2, $.8, and $.9 bllllon ln 2000, 1999 and 1998, respectlvely. Gross galns of 
$2.2, $12.1 and $9.2 mllllon and gross losses of $1.4, $2.7 and $3.2 mllllon ln 
2000, 1999 and 1998, respectlvely, were reallzed on those sales. 
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The gross unreallzed galns (losses) of avallable-for-sale lnvestment securltles 
follows: 

<TABLE> 

<C> 
270 

100 
142 

40 
37 

319 

183 
68 

251 

75 
25 
60 

$ 1,000 

2000 

<C> 

24.9 
1,873.5 

173.5 
319.2 
436.6 
390.3 

3,218.0 
41. 0 

$ 3,259.0 
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1999 

<C> 

33.4 
1,692.3 

236.7 
412.2 
300.2 
415.1 

3,089.9 
38.2 

$ 3,128.1 
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<CAPTION> 
2000 1999 

Gross Gross Gross Gross 
In mllllons. 
At December 31 

Amortlzed Unreallzed Unreallzed Falr Amortlzed Unreallzed Unreallzed Falr 
Value Cost Galns Losses Value Cost Galns Losses 

<S< 
Marketable equlty securltles ............ . 
Corporate debt securltles ............... . 
U.S. government and federal 

agency debt securltles ............... . 
Certlflcates of deposlt ................. . 
Money market funds ...................... . 
Other ................................... . 

<C< 
25.8 

1,948.5 

173.7 
319.2 
436.6 
390.1 

<C< 

17.4 

1.6 

. 6 

<C< 
$ I. 9 I 

I 92.4 I 

I 1. 8 I 

I. 4 I 

<C< 
24.9 

1,873.5 

173.5 
319.2 
436.6 
390.3 

<C< 
32.7 

1,790.4 

248.6 
412.2 
300.2 
415.6 

Total avallable-for-sale lnvestments ..... $3,293.9 19.6 $ 195.51 $3,218.0 $ 3,199.7 

</TABLE< 

See Note 13, "Falr Value of Flnanclal Instruments," for further dlscusslon of 
the relatlonshlp between the falr value of our assets, llabllltles and 
off-balance sheet flnanclal lnstruments. 

Contractual maturltles of and ylelds on lnvestments ln debt securltles were as 
follows: 

<TABLE> 
<CAPTION> 

<C< 
. 9 

3.7 

1.0 

. 2 

5.8 

<C< <C< 
I. 2 I 33.4 

1101.81 1,692.3 

I 12. 9 I 

I. 7 I 

236.7 
412.2 
300.2 
415.1 

1115.61 $3,089.9 

Corporate Debt Securltles 
U.S. Government and Federal 

Agency Debt Securltles 

All dollar amounts are stated ln mllllons. 
At December 31, 2000 

Amortlzed 
Cost 

Falr 
Value Yleld/1/ 

Amortlzed 
Cost 

Falr 
Value 

<S< <C< <C< <C< <C< <C< 
47.3 
1 R. 4 

35.6 
72.2 

Due Wl thln 1 year ............................... . 
AftPr 1 hllt wlthln 5 YPArs ...................... . 

After 5 but Wl thln 10 years ..................... . 
After 10 years .................................. . 

Total ........................................... . 

</TABLE< 

199.0 
55/.fi 

340.2 
856.7 

$ 1,948.5 

$ 198.0 
551 . 0 

333.0 
791.5 

$ 1,873.5 

/1/ Computed by dlvldlng annuallzed lnterest by the amortlzed cost of respectlve 
lnvestment securltles. 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S< 
Owned Recelvables 

4 RECEIVABLES 

6. 97% 
fi. g1 

6. 74 
7.20 

7.01% 

Real estate secured ........................................................................... . 
Auto flnance .................................................................................. . 
MasterCard/Vlsa ............................................................................... . 
Prl vate label ................................................................................. . 
Other unsecured ............................................................................... . 
Commerclal and other .......................................................................... . 

Total owned recel vables ....................................................................... . 
Accrued flnance charges ....................................................................... . 
Credl t loss reserve for owned recel vables ..................................................... . 
Unearned credlt lnsurance premlums and clalms reserves ........................................ . 
Amounts due and deferred from recelvables sales ............................................... . 
Reserve for recelvables servlced wlth llmlted recourse ........................................ . 

Total owned recel vables, net .................................................................. . 
Recel vables servlced Wl th llml ted recourse .................................................... . 

Total managed recelvables, net ................................................................ . 

</TABLE< 
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Forelgn recelvables lncluded ln ohned recelvables were as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 

At December 31 

<S< 

2000 

<C< <C< 

Unlted Klngdom 

1999 1998 

<C< <C< 

47.4 
1 R. 1 

36.5 
71.7 

173.7 $ 173.5 

<C< 

2000 

2000 

35,179.7 
1,850.6 
8,053.6 

10,347.3 
11,328.1 

598.6 

67,357.9 
1,302.6 

12,111.91 
1725.2 I 

2,420.6 
11,082.31 

67,161.7 
20,249.5 

87,411.2 

<C< 

1999 

Real estate secured ........................... . 857.1 
2,206.7 
1,234.6 

751.0 
2,167.8 
1,145.6 

913.6 
1,852.4 
1,165.8 

402.6 339.2 
MasterCard/Vlsa ............................... . 
Prl vate label ................................. . 441.2 427.4 

<C< 
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Yleld/1/ 

<C< 
5. 99% 
fi. 5 R 

5. 59 
6.60 

6.22% 

1999 

24,661.9 
1,233.5 
6,314.4 

10,119.7 
9,151.6 

808.3 

52,289.4 
879.3 

11,757.01 
15 69.3 I 

2,225.6 
I 909.6 I 

52,158.4 
19,438.9 

71,597.3 

Canada 

1998 

<C< 
305.0 

349.2 
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Other unsecured ............................... . 
Commerclal and other .......................... . 

1,000.3 
. 8 

1,310.8 
1.1 

1,191.5 
3.2 

377.5 
1.5 

Total ......................................... . $5,299.5 $ 5,376.3 5,126.5 $1,222.8 

</TABLE< 

Forelgn managed recelvables represented 9 and 11 percent of total managed 
recelvables at December 31, 2000 and 1999, respectlvely. 

The outstandlng balance of recelvables servlced wlth llmlted recourse conslsted 
of the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 2000 

<S> <C> 
Real estate secured................................................................. 1, 457.8 
Auto flnance........................................................................ 2, 712.7 
MasterCard/Vlsa..................................................................... 9, 529.8 
Prl vate label. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1, 65 0. 0 
Other unsecured. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4, 8 9 9. 2 

Total .............................................................................. . 

</TABLE< 

The comblnatlon of recelvables owned and recelvables servlced wlth llmlted 
recourse, whlch 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 

conslder our managed portfollo, lS shown below: 

Real estate secured .............................................................. . 
Auto flnance ..................................................................... . 
MasterCard/Vlsa .................................................................. . 
Prl vate label .................................................................... . 
Other unsecured .................................................................. . 
Commerclal and other ............................................................. . 

Total ............................................................................ . 

</TABLE< 

Amounts due and deferred from recelvables sales lncludes lnterest only strlp 
recelvables, net customer payments owed to the securltlzatlon trustee and other 
assets establlshed under the recourse provlslons for certaln recelvables sales. 
Interest only strlp recelvables tctaled $1,718.8 mllllon at December 31, 2000 
and $1,369.6 mllllon at December 31, 1999. Net customer payments owed to the 
securltlzatlon trustee totaled $61.2 mllllon at December 31, 2000 and $68.9 
mllllon at December 31, 1999. We also malntaln credlt loss reserves pursuant to 
the recourse provlslons for recelvables servlced wlth llmlted recourse whlch 
lncluded ln recelvables. These reserves totaled $1,082.3 mllllon at December 31, 
2000 and $909.6 mllllon at December 31, 1999 and represent our best estlmate of 
probable over-the-llfe losses on these recelvables. Interest only strlp 
recelvables, net of our reserve fer recelvables servlced wlth llmlted recourse, 
were $636.5 mllllon at December 31, 2000 and $460.0 mllllon at December 31, 
1999. 

We malntaln facllltles wlth thlrd partles whlch provlde for the 
securltlzatlon of recelvables on a revolvlng basls totallng $11.8 bllllon, of 
whlch $10.7 bllllon were utlllzed at December 31, 2000. The amount avallable 
under these facllltles Wlll vary Lased on the tlmlng and volume of publlc 
securltlzatlon transactlons. 
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Contractual maturltles of owned recelvables were as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2000 

<S< 

2001 2002 2003 

<C< <C> 

20,249.5 

2000 

<r:> 
36,637.5 

4,563.3 
17,583.4 
11,997.3 
16,227.3 

598.6 

$ 87,607.4 

2004 

<C> 

2005 

Real estate secured ................... . 
Auto flnance .......................... . 
MasterCard/Vlsa ....................... . 
Prl vate label ......................... . 
Other unsecured ....................... . 

<C< 
8,650.5 

11.9 
982.7 

5,666.2 
4,400.6 

77.3 

<C< 
6,352.1 

29.2 
810.8 

1,665.6 
2,450.1 

37.5 

4,822.4 
142.4 
622.8 
518.3 

1,485.1 
44.9 

3,649.5 
391.5 
571.6 
351.6 
944.1 

2,802.5 
809.8 
484.8 
235.2 
620.9 

Commerclal and other .................. . 58.4 41.9 

Total ................................. . $19,789.2 $11,345.3 $ 7,635.9 $ 5,966.7 $ 4,995.1 
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371.0 
2.7 

$1,140.3 

1999 

<C> 
2,273.6 
1,806.3 
9,478.7 
1,150.0 
4,730.3 

$ 19,438.9 

1999 

<r:> 
26,935.5 
3,039.8 

15,793.1 
11,269.7 
13,881.9 

808.3 

$ 71,728.3 

Thereafter 

<C> 
8,902.7 

465.8 
4,580.9 
1,910.4 
1' 427.3 

338. 6 

$ 17,625.7 

343.8 
6.2 

$ 1,004.2 

Total 

<C> 
35,179.7 
1,850.6 
8,053.6 

10,347.3 
11,328.1 

598.6 

$ 67,357.9 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015633 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 127 of 148 PageID #:80325



</TABLE< 

A substantlal portlon of consumer recelvables, based on our experlence, Wlll be 
renewed or repald prlor to contractual maturlty. The above maturlty schedule 
should not be regarded as a forecast of future cash collectlons. The ratlo of 
annual cash collectlons of 
MasterCard and Vlsa 
ln 1999. 

The followlng table summarlzes contractual maturltles of owned recelvables due 
after one year by reprlclng characterlstlc: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2000 

<S< 
Recelvables at predetermlned lnterest rates ................................... . 
Recelvables at floatlng or adJustable rates ................................... . 

Over 1 
But Wlthln 

5 years 

<C< 
$ 21,051.0 

8,892.0 

<C< 

Over 
years 

$ 10,580.0 
7,045.7 

Total .......................................................................... $ 29,943.0 $ 17,625.7 

</TABLE< 

Nonaccrual consumer recelvables tctaled $1,636.7 and $1,398.0 mllllon at 
December 31, 2000 and 1999, respectlvely, lncludlng $226.0 and $236.7 mllllon, 
respectlvely, relatlng to forelgn operatlons. Interest lncome that would have 
been recorded ln 2000 and 1999 lf such nonaccrual recelvables had been current 
and ln accordance wlth contractual terms was approxlmately $260.4 and $240.1 
mllllon, respectlvely, lncludlng $38.2 and $42.0 mllllon, respectlvely, relatlng 
to forelgn operatlons. Interest lncome that was lncluded ln net lncome for 2000 
and 1999, prlor to these loans belng placed on nonaccrual status, was 
approxlmately $143.9 and $132.4 mllllon, respectlvely, lncludlng $19.9 and $22.6 
mllllon, respectlvely, relatlng tc forelgn operatlons. For an analysls of 
reserves for credlt losses, see our "Analysls of Credlt Loss Reserves Actlvlty" 
on An ownPrl Anrl mAnAgPrl hAsls. 

ASSET SECURITIZATIONS 

Durlng 2000, we sold unsecured consumer, auto flnance, MasterCard and Vlsa, and 
prlvate label recelvables ln several securltlzatlon transactlons. We contlnue 
to servlce and recelve servlclng fees on the outstandlng balance of securltlzed 
recelvables. We also retaln rlghts to future cash flows arlslng from the 
recelvables after the lnvestors recelve thelr contractual return. We have also, 
ln certaln cases, retalned other subordlnated lnterests ln these 
securltlzatlons. These transactlons typlcally result ln the recordlng of an 
lnterest only strlp recelvable whlch represents the value of the future resldual 
cash flows from securltlzed recelvables. The lnvestors and the securltlzatlon 
trusts only have llmlted recourse to our assets for fallure of debtors to pay. 
That recourse lS llmlted to our rlghts to future cash flow and any subordlnated 
lnterest we retaln. 

Securltlzatlon revenue on an ohned basls lncludes lncome assoclated wlth the 
securltlzatlon and sale of recelvables wlth llmlted recourse, lncludlng galns on 
sales, net lnterest lncome, fee and other lncome and provlslon for credlt losses 
related to those recelvables. Securltlzatlon related revenue on a managed basls 
lncludes the gross lnltlal galns en current perlod securltlzatlon transactlons 
less amortlzatlon of current and ~rlor perlod securltlzatlon galns. We evaluate 
our flnanclal performance on a managed basls. See pages 32 through 36 ln 
Management's Dlscusslon and Analysls for further lnformatlon about our operatlng 
results on a pro forma managed basls. 
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The followlng table presents the components of securltlzatlon related revenue on 
a managed basls: 

In mllllons. 
Year ended December 31, 2000 
Gross lnl tlal galns ................................................. . 
Arnortlzatlon ........................................................ . 

Securl tlzatlon related revenue ...................................... . 

$ 683 .1 
I 440.2 I 

$ 242.9 

Offsettlng securltlzatlon related revenue, we provlded an over-the-llfe credlt 
loss provlslon of $513.0 mllllon en lnltlal transactlons ln 2000. The level of 
credlt loss provlslon requlred on securltlzed recelvables lS generally hlgher 
than that for owned recelvables whlch are on balance sheet. 

Net lnltlal galns, representlng the dlfference between gross lnltlal galns and 
the over-the-llfe provlslon on lnltlal transactlons, and the key economlc 
assumptlons used ln measurlng the net lnltlal galns from securltlzatlons 
completed durlng the year ended December 31, 2000 were as follows: 

<TABLE> 
<CAPTION> 

MasterCard/ Other Prlvate 
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Unsecured 

<S< 
Net lnl tlal galns ( ln mllllons) ......................... . 
Key economlc assumptlons:/1/ 
Welghted-average llfe (ln years) ....................... . 
Payment speed .......................................... . 
Expected credlt losses (annual rate) ................... . 
Dlscount rate on cash flows ............................ . 
Cost of funds .......................................... . 

</TABLE< 

<C< 
43.7 

. 41 
92.62% 
5.48 
9.00 
5.88 

/1/Welghted-average annual rates for securltlzatlons entered lnto durlng the 
perlod for securltlzatlons of loans wlth slmllar characterlstlcs. 

<C< 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and due to the revolvlng nature of the underlylng recelvables, requlre 
the sale of new recelvables lnto the trust to replace recelvable run-off. These 
perlodlc replenlshments occur frequently. In 2000, these replenlshments totaled 
$21.0 bllllon. Net galns (gross less over-the-llfe loss provlslon) related 
to these replenlshments totaled .4 mllllon ln 2000 and were calculated uslng 
welghted-average assumptlons conslstent wlth those used for calculatlng lnltlal 
galns. These net galns related to perlodlc replenlshments are substantlally 
offset by amortlzatlon of prlor perlod galns as these recelvables have a 
relatlvely short llfe and the level of replenlshments lS falrly conslstent from 
perlod to perlod. Gross galns and amortlzatlon related to perlodlc 
replenlshments are lncluded ln the amortlzatlon llne of the reconclllatlon of 
securltlzatlon related revenue presented above. The net effect of 
replenlshments, lncludlng amortlzatlon and the related over-the-llfe provlslon, 
dld not have a slgnlflcant lmpact on our consolldated statement of lncome. 

For the year ended December 31, 2000, cash flows recelved from securltlzatlon 
trusts were as follows: 

<TABLE> 
<CAPTION> 
Tn mllllcms. 
<S< 

37.5 

1. 28 
52.01% 

6.87 
11.00 

6.67 

Label 

<C< 
8.5 

.93 
63.97% 

6.60 
10.00 

6.36 

Flnance 

<C< 
80.4 

2.06 
33.31% 

5.38 
10.00 

7.12 

Proceeds from lnl tlal securl tlzatlons ................................................................... . 
<C< 

$6,975.0 
374.4 

1,042.2 
Servlclng fees recel ved ................................................................................. . 
Other cash flow recelved on retalned lnterests/1/ ....................................................... . 

</TABLE< 

/1/0ther cash flows lnclude all cash flows from lnterest only strlp recelvables, 
excludlng servlclng fees. 
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At December 31, 2000, the sensltlvlty of the current falr value of the lnterest 
only strlp recelvables to an lmmedlate 10 percent and 20 percent unfavorable 
change ln assumptlons are presented ln the table below. These sensltlvltles 
based on assumptlons used to value our lnterest only strlp recelvables at 
December 31, 2000. 

<TABLE> 
<CAPTION> 

MasterCard/ Other 
Dollar amounts are stated ln mllllons. Vlsa Unsecured 

----------- ----------
<S< <C> <C< 
Carrylng value (falr value) of lnterest only strlp 

recelvables, net of reserves fer recourse llablllty ..... . 218.3 

Welghted-average llfe (ln years) ........................... . .61 

Payment speed assumptlon (annual rate) ..................... . 82.75% 
Impact on falr value of 10% adverse change .............. . I 18. 6 I 
Impact on falr value of 20% adverse change .............. . I 34. 6 I 

Expected credlt losses (annual rate) ....................... . 4. 95% 
Impact on falr value of 10% adverse change .............. . 122.3 I 
Impact on falr value of 20% adverse change .............. . I 44.7 I 

Dlscount rate on resldual cash flews (annual rate) ......... . 9.00% 
Impact on falr value of 10% adverse change .............. . 12.61 
Impact on falr value of 20% adverse change .............. . I 5. 2 I 

Varlable returns to lnvestors (annual rate) ................ . 6.46% 
Impact on falr value of 10% adverse change .............. . 131.2 I 
Impact on falr value of 20% adverse change .............. . I 62.5 I 

---------
</TABLE< 

These sensltlvltles are hypothetlcal and should not be consldered to be 
predlctlve of future performance. As the flgures lndlcate, the change ln falr 
value based on a 10 percent varlatlon ln assumptlons cannot necessarlly be 
extrapolated because the relatlonshlp of the change ln assumptlon to the change 

294.4 

1. 33 

45. 69% 
124.31 
147.61 

6.35% 
135.31 
170.61 

11.00% 
I 3 .1 I 
I 6. 21 

6.80% 
139 .1 I 
178.31 

Prlvate 
Label 

<C< 

18.8 

.94 

63.52% 
I 1. 7 I 
I 3.1 I 

6. 50% 
I 8. 9 I 

I 17. 8 I 

10.00% 
I .1 I 
I. 3 I 

6. 70% 
I 9. 6 I 

I 18. 8 I 

Auto 
Flnance 

<C< 

99.7 

1. 87 

37.57% 
I 3. o I 
I 5. 8 I 

5.74% 
127.11 
15 4 .1 I 

10.00% 
17.61 

I 15. o I 

7.00% 
I 7. 4 I 

I 14. 8 I 
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<C< 
$170.1 

Real Estate 
Secured 

-----------
<C< 

5.3 

1. 70 

27.96% 
I 1. 9 I 
I 3. 8 I 

1.67% 
I 2. 8 I 
I 5. 3 I 

13.00% 
I. 61 

I 1. 2 I 

6.81% 
I 5. 3 I 
I 5. 3 I 
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ln falr value may not be llnear. Also, ln thls table, the effect of a varlatlon 
ln a partlcular assumptlon on the falr value of the resldual cash flow lS 
calculated lndependently from any change ln another assumptlon. In reallty, 
changes ln one factor may contrlbute to changes ln another (for example, 
lncreases ln market lnterest rates may result ln lower prepayments and lncreased 
credlt losses), whlch counteract the sensltlvltles. 
Furthermore, the as dlsclosed should not be consldered 
lndlcatlve of future earnlngs on these assets. 

For an analysls of dellnquency and credlt losses, see the "Credlt Quallty" 
sectlon of our Management's Dlscusslon and Analysls. 

<TABLE> 
<CAPTION> 

6 DEPOSITS 

All dollar amounts are stated ln mllllons. 
At December 31 Amount 

<S< 
Domestlc 

<C< 

Tlme certlflcates .................................................. . 
Savlngs accolJilts ................................................... . 
Demand accounts .................................................... . 

Total domestlc deposl ts ............................................ . 

Forelgn 
Tlme certlflcates .................................................. . 
Savlngs accolJilts ................................................... . 
Demand accounts .................................................... . 

Total forelgn deposl ts ............................................. . 

riP[lOSl t-s ..................................................... . 

</TABLE< 
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6,925.3 
25. 0 
14.6 

6,964.9 

1,529.5 
56.2 

126.3 

1,712.0 

$ R,fi7fi.9 

Average deposlts and related welghted-average lnterest rates were as follows: 

<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 
For the year ended December 31 

<S< 
Domestlc 
Tlme certlflcates .......................... . 
Savlngs and demand accounts ................ . 

Total domestlc deposlts .................... . 

Forelgn 
Tlme certlflcates .......................... . 
Savlngs and demand accounts ................ . 

Total forelgn deposl ts ..................... . 

Total deposlts ............................. . 

</TABLE< 

Average 
Deposlts 

<C< 

6,278.4 
53.2 

6,331.6 

1,243.7 
182.2 

1,425.9 

7,757.5 

2000 

Welghted
Average Rate 

<C< 

6. 7% 

1.5 

6.6 

4.5 
4.5 

4.5 

6.2% 

Interest expense on total deposlts was $484.0, $168.4 and $152.7 mllllon for 
2000, 1999 and 1998, respectlvely. Interest expense on domestlc deposlts 
$419.7, $113.4 and $68.7 mllllon for 2000, 1999 and 1998, respectlvely. 

Maturltles of tlme certlflcates ln amounts of $100,000 or more were: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2000 

<S< 

Average 
Deposlts 

<C< 

$ 1,857.0 
12.1 

1,869.1 

967.7 
200.5 

1,168.2 

$ 3,037.3 

3 months or less ................................................................... . 
Over 3 months through 6 months ..................................................... . 
Over 6 months through 12 months .................................................... . 
Over 12 months ..................................................................... . 

Total .............................................................................. . 

</TABLE< 

Contractual maturltles of tlme certlflcates wlthln each lnterest rate range were 
as follows: 

2000 

Welghted
Average 

Rate 

<C< 

6. 7% 

2.9 
2.1 

6. 7 

6.1 
3.2 
5 .1 

5.9 

fi. 5% 

1999 

Welghted
Average Rate 

<C< 

6.1% 
1.4 

6.1 

4.8 
4.4 

4.7 

5.5% 

Domestlc 

<C< 
28.0 

8.6 
44.5 

224.7 

$ 305.8 

Amount 

<C< 

3' 7 65 . 9 
9.2 
1.2 

3,776.3 

1,054.1 
58.9 
90.7 

1,203.7 

4,980.0 

Average 
Deposlts 

<C< 

$ 1,056.3 
215.1 

1,271.4 

1,177.8 
246.7 

1,424.5 

$ 2,695.9 

Forelgn 

<C< 
1,269.2 

125.3 
108.5 

26.3 

$ 1,529.3 
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1999 

Welghted
Average 

Rate 

<C< 

6. 3% 
1.9 

6. 3 

5.6 
3.6 
5.9 

5.6 

fi.O% 

1998 

Welghted
Average Rate 

<C< 

6.1% 
2.1 

5.4 

6.0 
5.3 

5.9 

5. 7% 

Total 

<C< 
1,297.2 

133.9 
153.0 
251. 0 

$ 1,835.1 
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<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2000 

<S> 
Interest Rate 
4.00%-5.99% ........................... . 
6.00%-7.99% ........................... . 
8.00%-9.99% ........................... . 

Total ................................. . 

</TABLE> 
<PAGE> 

<C> 

2001 

300.7 
704.1 

$ 1,004.8 

<C> 

2002 

757.1 
2,430.9 

3,188.0 
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7 COMMERCIAL PAPER, BANK AND OTHER BORROWINGS 

All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
2000 

2003 

<C> 

136.0 
1,155.6 

$ 1,291.6 

<C> 

Commerclal 
Paper 

2004 2005 

<C> 

138.2 
1,382.0 

41.1 
85 6. 2 

1,520.2 $ 897.3 

Bank and 
Other 

Borrowlngs 

<D <D <D 

Thereafter 

<C> 

8.4 
543.5 

1.0 

$ 552.9 

Total 

Balance ........................................................... . 9,371.5 1,416.4 10,787.9 
Hlghest aggregate month-end balance ............................... . 12,581.6 
Average borrowlngs ................................................ . 9,828.7 2,099.7 11,928.4 
IA7Pl ghtPrl-AVPL"'lCJP lntPrPst rc=JtP: 

At year end ..................................................... . 6.6% 6.6% 6.6% 
Pald durlng year ................................................ . 6.3 5.5 6.2 

1999 
Balance ........................................................... . 8,822.2 
Hlghest aggregate month-end balance ............................... . 
Average borrowlngs ................................................ . 8,620.3 
Welghted-average lnterest rate: 

At year end ..................................................... . 
Pald durlng year ................................................ . 

1998 

5.6% 
5.2 

Balance ........................................................... . 7,713.2 
Hlghest aggregate month-end balance ............................... . 
Average borrowlngs ................................................ . 9,495.6 
Welghted-average lnterest rate: 

At year end ..................................................... . 
Pald durlng year ................................................ . 

</TABLE> 

5.2% 
5.5 

Outstandlng balances at December 31, 2000, 1999 and 1998 lncluded commerclal 
paper obllgatlons of forelgn subsldlarles of $360.9, $359.4, and $322.8 mllllon, 
respectlvely and bank and other bcrrowlngs of $722.3, $903.1, and $1,431.2 
mllllon, respectlvely. 

Interest expense for commerclal paper, bank and other borrowlngs totaled 
$737.7, $522.5 and $672.1 mllllon for 2000, 1999 and 1998, respectlvely. 

We malntaln varlous bank credlt agreements prlmarlly to support commerclal 
paper borrowlngs. At December 31, 2000 and 1999, we had commltted 
and other bank llnes of $13.0 and $12.6 bllllon, respectlvely, of whlch 
and $11.4 bllllon, respectlvely, were unused. Formal credlt llnes are revlewed 
annually and explre at varlous dates from 2001 to 2005. Borrowlngs under these 
llnes generally are avallable at a surcharge over LIBOR. None of these llnes 
contaln materlal adverse change clauses whlch could restrlct avallablllty. 
Annual commltment fee requlrements to support avallablllty of these llnes at 
December 31, 2000 totaled $8.9 mllllon. 

8 SENIOR AND SENIOR SUBORDINATED DEBT (WITH ORIGINAL NATURITIES OVER ONE YEAR) 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

Debt 

1,955.6 

1,426.7 

5.6% 
5.0 

2,204.7 

2,640.8 

7 .1% 
5.6 

<S> 
Senlor 
3.50% 
5.00% 
6. 50% 
7.00% 
7.50% 
8.00% 

to 4.99%; due 2001 to 2004 ................................................................ . 
to 6.49%; due 2001 to 2013 ................................................................ . 
to 6.99%; due 2001 to 2013 ................................................................ . 
to 7.49%; due 2001 to 2023 ................................................................ . 
to 7.99%; due 2001 to 2019 ................................................................ . 
to 8.99%; due 2001 to 2010 ................................................................ . 

9.00% and greater; due 2001 ..................................................................... . 

10,777.8 
11,454.6 
10,047.0 

5.6% 
5.2 

9,917.9 
12,677.6 
12,136.4 

5.6% 
5.5 

2000 
---------
<C> 

$ 11.5 
10,169.2 
4,203.6 
4,959.3 
4,173.5 
3,892.5 

253.3 

Page 39 of 56 

<C> 

Total 

1,381.5 
7,072.3 

1.0 

8,454.8 

1999 
---------
<C> 

413.5 
10,267.0 

5,293.0 
3,098.7 

660.7 
679. 6 
428. 8 
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Varlable lnterest rate debt; 3.55% to 7.52%; due 2001 to 2025 ................................... . 
Senlor Subordlnated Debt 
6.50% to 9.63%; due 2001 to 2003 ................................................................ . 
Unamortlzed dlscount ............................................................................ . 

Total senlor and senlor subordlnated debt ....................................................... . 

</TABLE< 
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Welghted-average lnterest rates were 6.9 and 6.4 percent at December 31, 2000 
and 1999, respectlvely. Interest expense for senlor and senlor subordlnated debt 
was $2,707.2, $2,085.7 and $1,692.2 mllllon for 2000, 1999 and 1998, 
respectlvely. The most restrlctlve flnanclal covenant contalned ln the terms of 
our debt agreements are the malntenance of a mlnlmum shareholders' equlty of 
$2.0 bllllon for Household Internatlonal, Inc., and the malntenance of a mlnlmum 
shareholder's equl ty of $3. 6 bllllon for Household Flnance Corporatlon ( "HFC"), 
a wholly owned subsldlary of Household. 

Maturltles of senlor and senlor subordlnated debt were: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2000 
<S> 
2001 .............................................................. . 
2002 .............................................................. . 
2003 .............................................................. . 
2004 .............................................................. . 
2005 .............................................................. . 
Thereafter ........................................................ . 

TotAl ............................................................. . 

</TABLE> 

DERIVATIVE FINANCIAL INSTRUMENTS AND OTHER FINANCIAL 
INSTRUMENTS WITH OFF-BALANCE SHEET RISK 

<C> 
8,278.2 
8,272.8 
6,576.1 
3,496.0 
5,342.4 

13,087.5 

$45,053.0 

In the normal course of buslness and ln connectlon wlth our asset/llablllty 
management program, we enter lnto varlous transactlons lnvolvlng derlvatlve and 
other off-balance sheet flnanclal lnstruments. These lnstruments prlmarlly are 
used to manage our exposure to fluctuatlons ln lnterest rates and forelgn 
exchange rates. We do not serve as a flnanclal lntermedlary to make markets ln 
any derlvatlve flnanclal lnstruments. For further lnformatlon on our strategles 
for managlng lnterest rate and forelgn exchange rate rlsk, see the "Rlsk 
Management" sectlon wlthln our Management's Dlscusslon and Analysls of Flnanclal 
Condltlon and Results of Operatlons. 

We use lnterest rate contracts and forelgn exchange rate contracts. Each of 
these flnanclal lnstruments has varylng degrees of credlt rlsk and/or market 
rlsk. 

Credlt Rlsk Credlt rlsk lS the posslblllty that a loss may occur because the 
counterparty to a transactlon falls to perform accordlng to the terms of the 
contract. Our exposure to credlt loss related to lnterest rate swaps, cap and 
floor transactlons, forward and futures contracts and optlons lS the amount of 
uncollected lnterest or premlum related to these lnstruments. These lnterest 
rate related lnstruments are generally expressed ln terms of notlonal prlnclpal 
or contract amounts whlch are much larger than the amounts potentlally at rlsk 
for nonpayment by counterpartles. We control the credlt rlsk of our off-balance 
sheet flnanclal lnstruments through establlshed credlt approvals, rlsk control 
llmlts and ongolng monltorlng procedures. We have never experlenced 
nonperformance by any derlvatlve lnstrument counterparty. 

Market Rlsk Market rlsk lS the posslblllty that a change ln lnterest rates or 
forelgn exchange rates Wlll cause a flnanclal lnstrument to decrease ln value or 
become more costly to settle. We mltlgate thls rlsk by establlshlng llmlts for 
posltlons and other controls. 
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Interest Rate and Forelgn Exchange Contacts The followlng table summarlzes the 
actlvlty ln lnterest rate and forelgn exchange contracts for 2000, 1999 and 
1998: 

<TABLE> 
<CAPTION> 

Interest Rate 
Futures Contracts 

Exchange Traded 

Optlons 

17,244.2 

259.7 
I 113.8 I 

$45,053.0 

Page 40 of 56 

13,576.5 

494.7 
125.2 I 

$34,887.3 

Non-Exchange Traded 

Forelgn Exchange 
Rate Contracts 

Interest Currency 
In mllllons. Purchased Sold Purchased Wrltten Rate Swaps Swaps Purchased Sold 
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1998 
<S< 
Notlonal amount, 1997 ....... . 
New contracts ............... . 
Matured or explred 

contracts ................ . 
Termlnated contracts ........ . 
In-substance maturltles/1/ .. . 

Notlonal amount, 1998 ....... . 

Falr value, 1998/2/ ......... . 

1999 

Notlonal amount, 1998 ....... . 
New contracts ............... . 
Matured or explred 

contracts ................ . 
Termlnated contracts ........ . 
In-substance maturltles/1/ .. . 

Notlonal amount, 1999 ....... . 

Falr value, 1999/2/ ......... . 

2000 

Notlonal amount, 1999 ....... . 
New contracts ............... . 
Matured or explred 

contracts ................ . 
Termlnated contracts ........ . 
In-substance maturltles/1/ .. . 

NotlnnAl Amn1mt, ?000. 

Falr value, 2000/2/ ......... . 

<CAPTION> 

<C< 
872.0 

2,736.0 

11,072.01 

12,466.01 

70.0 

70.0 
5,743.0 

11,013.01 

14,700.01 

100.0 

I .1 I 

100.0 
21,715.0 

11,494.01 

120,321.01 

<C> 
I 200. o I 

12,281.01 

15.0 

2,466.0 

14,725.01 

25.0 

4,700.0 

$120,321.01 

20,321.0 

<C< 

1,344.0 

I BOO. 0 I 

544.0 

544.0 
1,158.0 

I 949. o I 

I 5o. o I 

703.0 

703.0 
1,300.0 

11,403.01 
I 600. o I 

<C< 

I so. o I 

50.0 

$1300.01 

300.0 

<C< 
$10,284.4 

7,237.1 

12,476.61 
11,329.31 

$13,715.6 

68.9 

$13,715.6 
18,734.2 

12,894.51 
11,796.41 

$27,758.9 

I 125.3 I 

$27,758.9 
15,451.0 

113,733.01 
13,768.61 

$?5,70R.3 

25 8. 8 

Non-Exchange Traded 

Notlonal amoWl.t, 1997 ............. . 
New contracts ..................... . 
Matured or explred 

contracts ...................... . 
Termlnated contracts .............. . 
In-substance maturl tles/1/ ........ . 

Notlonal amoWl.t, 1998 ............. . 

Falr value, 1998/2/ ............... . 

1999 

Notlonal amoWl.t, 1998 ............. . 
New contracts ..................... . 
Matured or explred 

contracts ...................... . 
Termlnated contracts .............. . 
In-substance maturl tles/1/ ........ . 

Notlonal amoWl.t, 1999 ............. . 

Falr value, 1999/2/ ............... . 

2000 

Notlonal amoWl.t, 1999 ............. . 
New contracts ..................... . 
Matured or explred 

contracts ...................... . 
Termlnated contracts .............. . 
In-substance maturl tles/1/ ........ . 

Notlonal amoWl.t, 2000 ............. . 

Falr value, 2000/2/ ............... . 

</TABLE< 

Purchased 

3,310.0 
3,549.8 

14,458.11 
I 139. B I 

$ 2,261.9 

I 6.2 I 

2,261.9 
6,946.7 

15,759.41 
1207.7 I 

$ 3,241.5 

6.4 

3,241.5 
4,158.3 

16,818.51 
I 133.4 I 

447.9 

I .3 I 

Interest Rate 
Forward Contracts 

Sold 

I 106. o I 
11,199.61 

1,069.7 
148.9 

I 87. o I 

I 87. o I 
11,242.01 

666.4 
5 93.4 

I 69.21 

I 69.21 
I 163 .1 I 

232.3 

Other Rlsk 
Management 

Instruments 

2,467.4 
883.1 

1306.9 I 
Is. B I 

$ 3,037.8 

2.8 

3,037.8 
2,089.4 

I 442 .1 I 
11,231.11 

$ 3,454.0 

4.8 

3,454.0 
2,550.6 

13,019.71 
I 309. 4 I 

$ 2,675.5 

12.71 

/1/Represent contracts termlnated as the market executlon technlque of closlng 
the transactlon elther (a) JUSt prlor to maturlty to avold dellvery of the 
underlylng lnstrument or (b) at the maturlty of the underlylng ltems belng 

<C< 
$2,843.7 
2,099.9 

1282.71 
I 25 4. 61 

$4,406.3 

15 9. 5 

$4,406.3 
2,070.2 

1723.81 
I ao. o I 

$5,672.7 

$ 1319.21 

$5,672.7 
3,047.4 

1767.21 
I 655. o I 

$7,?n_g 

$ 1532.91 
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<C< 
435.9 

5,869.9 

11,450.41 
I 307. 61 

14,538.01 

9.8 

I. 21 

9.8 
2,089.9 

I 116.61 
I 18. B I 

11,846.21 

118.1 

. 5 

118.1 
1,828.9 

I as. 61 

11,852.31 

g. 1 

. 3 

<C< 
$11,319.11 

16,546.51 

1,770.1 
307. 6 

4,538.0 

$11,249.91 

2.1 

$11,249.91 
11,479.31 

171.5 
13. 8 

1,846.2 

I 697.7 I 

4.9 

I 697.7 I 
11,798.31 

398.6 

1,852.3 

I ?45. 1 I 

12. B I 
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hedged. 

/2/(Bracketed) unbracketed amounts represent amounts to be (pald) recelved by 
had these posltlons been closed out at the respectlve balance sheet date. 
Bracketed amounts do not necessarlly represent rlsk of loss of hedglng 
lnstruments as the falr value cf the lnstrument and the ltems belng 
hedged must be evaluated together. See Note "Falr Value of Flnanclal 
Instruments," for further dlscusslon of the relatlonshlp between the falr 
value of our assets, llabllltles and off-balance sheet flnanclal lnstruments. 
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We operate ln three functlonal currencles, the U.S. dollar, the Brltlsh pound 
and the Canadlan dollar. Of the aLove lnstruments, the U.S. dollar l5 the 
functlonal currency for exchange-traded lnterest rate futures and optlons. The 
remalnlng lnstruments are restated ln U.S. dollars by country as follows: 

<TABLE> 
<CAPTION> 

Interest 
Rate Currency 

Forelgn Exchange 
Rate Contracts 

In mllllons. 

<S< 
1998 

<C< 

Swaps 

<C> 

Swaps Purchased Sold 

<C> <C> 

Unlted States ............ . $ 12,158.4 
287.3 

1,269.9 

3,052.7 
334.7 

1,018.9 

6. 5 
3.3 

11,249.9) 
Canada ................... . 
Unlted Klngdom ........... . 

1999 
Unlted States ............ . 
r:AnArlA. 

Unlted Klngdom ........... . 

2000 
Unlted States ............ . 
Canada ................... . 
Unlted Klngdom ........... . 

</TABLE> 

$ 13,715.6 

$ 25,916.7 
37 4. 1 

1,468.1 

$ 27,758.9 

$ 23,734.5 
274.8 

1,699.0 

$ 25,708.3 

$ 4,406.3 

4,258.2 
??3 .0 

1,191.5 

$ 5,672.7 

5,751.6 
121.0 

1,425.3 

$ 7,297.9 

9.8 

$113.0 
5.1 

$118.1 

6. 7 
2.4 

9.1 

$ 11,249.9) 

1697.7) 

1697.7) 

1245 .1) 

1245 .1) 

Interest rate swaps are contractual agreements between two counterpartles for 
the exchange of perlodlc lnterest payments generally based on a notlonal 
prlnclpal amount and agreed-upon flxed or floatlng rates. We prlmarlly enter 
lnto lnterest rate swap transactlcns to synthetlcally alter balance sheet ltems. 
These transactlons are speclflcally deslgnated to a partlcular asset/llablllty, 
off-balance sheet ltem or antlclpated transactlon of a slmllar characterlstlc. 
Speclflc assets or llabllltles may conslst of groups of lndlvldually small 
dollar homogeneous assets or llabllltles of slmllar economlc characterlstlcs. 
Credlt and market rlsk exlsts wlth respect to these lnstruments. The followlng 
table reflects the ltems so altered at December 31, 2000: 

In mllllons. 
Investment securl tles ........................................... . 
Commerclal paper, bank and other Lorrowlngs ..................... . 
Senlor and senlor subordlnated deLt ............................. . 

Total ltems synthetlcally altered wlth lnterest rate swaps ...... . 

29.7 
3,502.4 

22,176.2 

$ 25,708.3 

In all lnstances, the notlonal amcunt l5 not greater than the carrylng value of 
the related asset or llablllty. 

We manage our exposure to lnterest rate rlsk prlmarlly through the use of 
lnterest rate swaps. These swaps synthetlcally alter the lnterest rate rlsk 
lnherent ln balance sheet assets and llabllltles. The maJOrlty of our lnterest 
rate swaps are used to convert flcatlng rate assets or debt to flxed rate, flxed 
rate assets or debt to floatlng rate, or floatlng rate assets or debt from one 
floatlng rate lndex to another. Interest rate swaps have also been used to 
synthetlcally alter lnterest rate characterlstlcs on certaln recelvables that 
are sold and servlced wlth llmlted recourse. These off-balance sheet ltems 
expose us to the same lnterest rate rlsk as on-balance sheet ltems. Interest 
rate swaps have also been used to synthetlcally alter the lnterest rate 
provlslons of the securltlzatlon transactlon whereby the underlylng recelvables 
pay a flxed (floatlng) rate and the pass-through rate to the lnvestor l5 
floatlng (flxed). As of December 31, 2000, we had not synthetlcally altered the 
lnterest rate characterlstlcs of any of our recelvables servlced wlth llmlted 
recourse. We also have entered lnto currency swaps to convert both prlnclpal and 
lnterest payments on debt lssued from one currency to the approprlate functlonal 
currency. 
<PAGE> 
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Interest Rate 
Forward Contracts 

Purchased 

<C> 

344.6 
1,917.3 

$ 2,261.9 

?45.5 

2,996.0 

$ 3,241.5 

313.5 
134.4 

447.9 

Sold 

<C> 

I 45.5) 
I 41.5) 

$ I 87. o) 

$ I fi7. fi) 

I 1. 6) 

$ I 69.2) 
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Other Rlsk 
Management 

Instruments 

<C> 

$ 2,073.8 
29.3 

934.7 

$ 3,037.8 

$ 2, 701.5 

752.5 

$ 3,454.0 

$ 2,352.9 

322.6 

$ 2,675.5 
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The followlng table summarlzes the maturltles and related welghted-average 
recelve/pay rates of lnterest rate swaps outstandlng at December 31, 2000: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 

<S< 
Pay a flxed rate/recelve 

a floatlng rate: 
Notlonal value ..................... . 
Welghted-average recelve rate ...... . 

a flxed rate: 
Notlonal value ..................... . 
Welghted-average 
Welghted-average 

Pay a floatlng 
a dlfferent floatlng rate: 
Notlonal value ..................... . 
Welghted-average recelve rate ...... . 
Welghted-average pay rate .......... . 

2001 

<C< 

6,638.0 
6.69% 
6.47 

140.4 
6.21% 
6.73 

500.0 
6.47% 
6.79 

2002 

<C< 

6,379.2 
6.78% 
6.87 

102.3 
6.66% 
6.76 

2003 

<C< 

2,074.6 
6. 67% 
6.65 

158.0 
6.32% 
6.52 

<C< 

2004 

261.2 
6.06% 
6.88 

906.6 
6.23% 
7. 01 

2005 

<C< 

709.2 
6.07% 
6.60 

123.3 
6. 71% 
6. 58 

Total notlonal value .................. . $ 7,278.4 $ 6,481.5 $ 2,232.6 $1,167.8 $ 832.5 

Total welghted-average rates 
swaps: .......................... . 

Recel ve rate .......................... . 6.66% 6.78% 6. 65% 

Pay rate .............................. . 6. 50 6.87 6.64 

</TART,F,> 

The floatlng rates that we pay or recelve are based on spot rates from 
lndependent market sources for the lndex contalned ln each lnterest rate swap 
contract, whlch generally are based on elther 1-, 3- or 6-month LIBOR. These 
current floatlng rates are dlfferent than the floatlng rates ln effect when the 
contracts were lnltlated. Changes ln spot rates lmpact the varlable rate 
lnformatlon dlsclosed above. However, these changes ln spot rates also lmpact 
the lnterest rate on the underlylng assets or llabllltles. We use 
hedglng/synthetlc alteratlon lnstruments to manage the volatlllty of net 
lnterest margln resultlng from changes ln lnterest rates on the underlylng 
hedged/synthetlcally altered ltems. Owned net lnterest margln would have 
lncreased by 5 basls polnts ln 2000 and 1 basls polnt ln 1999 and decllned by 7 
basls polnts ln 1998 had these lnstruments not been utlllzed. 

Forwards and futures are agreements between two partles, commlttlng one to 
sell and the other to buy a speclflc quantlty of an lnstrument on some future 
date. The partles agree to buy or sell at a speclfled prlce ln the future, and 
thelr proflt or loss lS determlned by the dlfference between the arranged prlce 
and the level of the spot prlce when the contract lS settled. We have both 
lnterest rate and forelgn exchange rate forward contracts and lnterest rate 
futures contracts. We use forelgn exchange contracts to reduce our exposure to 
forelgn currency exchange rlsk. Interest rate forward and futures contracts 
used to hedge resets of lnterest rates on our floatlng rate assets and 
llabllltles. Our exposure to credlt rlsk for futures lS llmlted, as these 
contracts are traded on organlzed exchanges. Each day, changes ln contract 
values are settled ln cash. In contrast, forward contracts have credlt rlsk 
relatlng to the performance of the counterparty. These lnstruments also 
subJect to market rlsk. Cash requlrements for forward contracts lnclude the 
recelpt or payment of cash upon the sale or purchase of the lnstrument. 

Purchased optlons grant the purchaser the rlght, but not the obllgatlon, to 
elther purchase or sell a flnanclal lnstrument at a speclfled prlce wlthln a 
speclfled perlod. The seller of the optlon has wrltten a contract whlch creates 
an obllgatlon to elther sell or purchase the flnanclal lnstrument at the agreed
upon prlce lf, and when, the purchaser exerclses the optlon. 

Other rlsk management lnstruments conslst of caps and floors. Caps and floors 
wrltten expose us to market rlsk rut not to credlt rlsk. Market rlsk assoclated 
wlth caps and floors purchased lS llmlted to the premlum pald whlch lS recorded 

the balance sheets ln other assets. 

Deferred galns of $44.1 and $51.2 mllllon and deferred losses of $63.0 and 
$1.6 mllllon from hedglng/synthetlc alteratlon lnstruments were recorded on the 
balance sheets at December 31, 2000 and 1999, respectlvely. The welghted-average 
amortlzatlon perlod assoclated wlth the deferred galns was 2.9 years and 4.0 
years at December 31, 2000 and 1999, respectlvely. The welghted-average 
amortlzatlon perlod for the deferred losses was 5.8 years and 1.2 years at 
December 31, 2000 and 1999, respectlvely. 
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At December 31, 2000 and 1999, the accrued lnterest, unamortlzed premlum and 
other assets recorded for agreements whlch would be wrltten off should all 
related counterpartles fall to meet the terms of thelr contracts was $84.1 and 

6.19% 6.16% 

6.98 6.60 

Page 43 of 56 

2006 Thereafter Total 

<C< 

44.8 
6.07% 
6.60 

1,418.4 
7.10% 
7.04 

$ 1,463.2 

7. 07% 

7. 02 

<C< <C< 

$ 16,107.0 
6.68% 
6.67 

6,252.3 $ 9,101.3 
6.97% 6.89% 
6.95 6.95 

$ 500.0 
6. 47% 
6.79 

$ 6,252.3 $ 25,708.3 

6. 97% 6. 75% 

6.95 6. 77 
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$48.8 mllllon, respectlvely. 

Forward Purchase Agreement As of December 31, 2000, we had entered lnto 
agreements to purchase, on a forward basls, approxlmately 7.2 mllllon shares of 

common stock at a welghted-average forward prlce of $41.63 per share. The 
may be settled elther by purchaslng the shares or on a net 

ln shares of our common at our optlon. The agreements have terms of 
up to one year but may be settled earller at our optlon. 

Concentratlons of Credlt Rlsk A ccncentratlon of credlt rlsk lS deflned as a 
slgnlflcant credlt exposure wlth an lndlvldual or group engaged ln slmllar 
actlvltles affected slmllarly Ly economlc condltlons. 

Because we prlmarlly lend to ccnsumers, we do not have recelvables from any 
lndustry group that equal or exceed 10 percent of total managed recelvables at 
December 31, 2000 and 1999. We lend natlonwlde, wlth the followlng geographlc 
areas comprlslng more than 10 percent of total managed domestlc recelvables at 
December 31, 2000: Callfornla-16 ~ercent; Southwest (AZ, AR, LA, NM, OK, TX)-11 
percent; Mldwest (IL, IN, IA, KS, MI, MN, MO, NE, ND, OH, SD, WI)-22 percent; 
Mlddle Atlantlc (DE, DC, MD, NJ, FA, VA, WV)-14 percent; Northeast (CT, ME, MA, 
NH, NY, RI, VT)-11 percent; and Southeast (AL, FL, GA, KY, MS, NC, SC, TN)-18 
percent. 

10 COMPANY OBLIGATED MANDATORILY REDEEMABLE PREFERRED 
SECURITIES OF SUBSIDIARY TRUSTS 

The followlng table summarlzes our company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts ("Preferred Securltles") and the 
related Junlor Subordlnated Notes: 

<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 

Household 
Capltal Trust V 

I"HCT V" I 

Household 
Capltal Trust IV 

I "HCT IV" I 

<S< 
PrpfprrPrl SPrllrl tl PS: 

Interest rate ...................... . 
Face value ......................... . 
Issue date ......................... . 

Junlor Subordlnated Notes: 

<C< 

10.00% 
$ 300 

June 2000 

<C< 

7.25% 
200 

March 1998 

Prlnclpal balance .................. . 
Redeemable by lssuer ............... . 
Stated maturl ty .................... . 

$309.3 
June 8, 2005 

June 30, 2030 

$206.2 
March 19, 2003 

December 31, 2037 

</TABLE< 

The Preferred Securltles must be redeemed when the Junlor Subordlnated Notes are 
pald. The Junlor Subordlnated Notes have a stated maturlty date, but are 
redeemable by Household, ln whole or ln part, beglnnlng on the dates lndlcated 
above at whlch tlme the Preferred Securltles are callable at par ($25 per 
Preferred Securlty) plus accrued and unpald dlvldends. Dlvldends on the 
Preferred Securltles are cumulatlve, payable quarterly ln arrears, and are 
deferrable at Household's optlon for up to flve years. Household cannot pay 
dlvldends on lts preferred and common stocks durlng such deferments. The 
Preferred Securltles have a llquldatlon value of $25 per preferred securlty. 

HCT I may elect to extend the maturlty of lts Preferred Securltles to June 
2044. Dlvldends on the Preferred Securltles have been classlfled as lnterest 
expense ln our statements of lncome. 

HCT I, HCT II, HCT IV, and HCT V (collectlvely, "the Trusts") are wholly 
owned subsldlarles of Household. Household's obllgatlons wlth respect to the 
Junlor Subordlnated Notes, when ccnsldered together wlth certaln undertaklngs of 
Household wlth respect to the Trusts, constltute full and uncondltlonal 
guarantees by Household of the Trust's obllgatlons under the respectlve 
Preferred Securltles. The Preferred Securltles are classlfled ln our balance 
sheet as company obllgated mandatcrlly redeemable preferred securltles of 
subsldlary trusts (representlng the mlnorlty lnterests ln the trusts) at thelr 
face and redemptlon amount of $675 mllllon at December 31, 2000 and $375 mllllon 
at December 31, 1999. 
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11 PREFERRED STOCK 

All dollar amounts are stated ln mllllons. 
At December 31, 2000 and 1999 
$4.30 Preferred Stock, 836,585 shares.......................... 83.6 
$4.50 Preferred Stock, 103,976 shares.......................... 10.4 
5. 00% Preferred Stock, 407,718 shares.......................... 20.4 
8.25% Preferred Stock, Serles 1992-A, 2,000,000 deposltary 
shares/ 1/ .................................................... . 50.0 

Total preferred stock ......................................... . $ 164. 4 

/1/ Deposltary share represents 1/40 share of preferred stock. 

Dlvldends on the $4.30 preferred stock are cumulatlve and payable semlannually. 

Household 
Capltal Trust II 

I "HCT II" I 

<C< 

8.70% 
100 

June 1996 

$103.1 
June 30, 2001 
June 30, 2036 
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Household 
Capltal Trust I 

I "HCT I" I 

<C< 

8. 25% 
$ 75 

June 1995 

$77.3 
June 30,2000 
June 30,2025 
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We may, at our optlon, redeem ln whole or ln part the $4.30 preferred stock for 
$100 per share plus accrued and unpald dlvldends. Thls stock has a llquldatlon 
value of $100 per share plus accrued and unpald dlvldends ln the event of 
lnvoluntary llquldatlon or $100 ln the event of a voluntary llquldatlon. 

Dlvldends on the $4.50 preferred stock are cumulatlve and 
semlannually. We may, at our optlcn, redeem ln whole or ln part 
preferred stock for $103 per share plus accrued and unpald dlvldends. Thls stock 
has a llquldatlon value of $100 per share. 

Dlvldends on the 5.00 percent preferred stock are cumulatlve and payable 
semlannually. We may, at our optlcn, redeem ln whole or ln part the 5.00 percent 
preferred stock for $50 per share plus accrued and unpald dlvldends. Thls stock 
has a llquldatlon value of $50 per share. 

Dlvldends on the 8.25 percent preferred stock, Serles 1992-A, are 
cumulatlve and payable quarterly. We may, at our optlon, redeem ln whole or ln 
part the 8.25 percent preferred stock, Serles 1992-A, on any date after October 
15, 2002, for $25 per deposltary share plus accrued and unpald dlvldends. Thls 
stock has a llquldatlon value of $1,000 per share. 

Holders of all lssues of preferred stock are entltled to payment before any 
capltal dlstrlbutlon lS made to ccmmon shareholders. The holders of the $4.30 
preferred, $4.50 preferred and 5.00 percent preferred stock Wlll be entltled to 
vote wlth the holders of our commcn stock on all matters. Each lssue of 
preferred stock lS also entltled to vote, as a class separate from our common 
stock, to elect two dlrectors lf dlvldends for a speclfled perlod shall be ln 
arrears, untll the dlvldends ln arrears are pald ln full. 

Household's Board of Dlrectors has adopted a resolutlon creatlng an 
Offerlng Commlttee of the Board wlth the power to authorlze the lssuance and 
sale of one or more serles of preferred stock. The Offerlng Commlttee has the 
authorlty to determlne the partlcular deslgnatlons, powers, preferences and 
relatlve, partlclpatlng, optlonal or other speclal rlghts (other than votlng 
rlghts whlch shall be flxed by the Board of Dlrectors) and quallflcatlons, 
llmltatlons or restrlctlons of such lssuance. At December 31, 2000, up to 8.2 
mllllon shares of preferred stock were authorlzed for lssuance. 

12 JUNIOR PREFERRED SHARE PURCHASE RIGHTS 

In 1996, Household lssued one preferred share purchase rlght (a "Rlght") for 
each outstandlng share of common stock of the company. Under certaln condltlons, 
each Rlght may be exerclsed to purchase one three-thousandth of a share of a new 
serles of JUnlor partlclpatlng preferred stock at an exerclse prlce of $100 per 
one three-thousandth of a share, subJect to further adJustment. The Rlghts may 
be exerclsed only after the earller of: (a) a publlc announcement that a party 
or an assoclated group acqulred 15 percent or more of Household's common stock 
and (b) ten buslness days (or later date as determlned by the Board of Dlrectors 
of Household) after a party or an assoclated group lnltlates or announces lts 
lntentlon to make an offer to acqulre 15 percent or more of Household's common 
stock. The Rlghts, whlch cannot vcte or recelve dlvldends, explre on July 31, 
2006, and may be redeemed by Household at a prlce of $.0033 per Rlght at any 
tlme prlor to explratlon or acqulsltlon of 15 percent of Household's common 
stock. 
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13 FAIR VALUE OF FINANCIAL INSTRUMENTS 

We have estlmated the falr value cf our flnanclal lnstruments ln accordance wlth 
Statement of Flnanclal Accountlng Standards No. 107, "Dlsclosures About Falr 
Value of Flnanclal Instruments" ("FAS No. 107"). Falr value estlmates, methods 
and assumptlons set forth below fer our flnanclal lnstruments are made solely to 
comply wlth the requlrements of FAS No. 107 and should be read ln conJunctlon 
wlth the flnanclal statements and notes ln thls Annual Report. 

A slgnlflcant portlon of our flnanclal lnstruments do not have a quoted 
market prlce. For these ltems, falr values were estlmated by dlscountlng 
estlmated future cash flows at estlmated current market dlscount rates. 
Assumptlons used to estlmate future cash flows are conslstent wlth management's 
assessments regardlng ultlmate collectlblllty of assets and related lnterest and 
wlth estlmates of product llves and reprlclng characterlstlcs used ln our 
asset/llablllty management process. All assumptlons are based on hlstorlcal 
experlence adJusted for future ex~ectatlons. Assumptlons used to determlne falr 
values for flnanclal lnstruments for whlch no actlve market exlsts are 
lnherently JUdgmental and changes ln these assumptlons could slgnlflcantly 
affect falr value calculatlons. 

As requlred under generally accepted accountlng prlnclples, a number of 
other assets recorded on the balance sheets (such as acqulred credlt card 
relatlonshlps) and other lntanglble assets not recorded on the balance sheets 
(such as the value of consumer lendlng relatlonshlps for orlglnated recelvables 
and the franchlse values of our buslness unlts) are not consldered flnanclal 
lnstruments and, accordlngly, are not valued for purposes of thls dlsclosure. We 
belleve there lS substantlal value assoclated wlth these assets based on current 
market condltlons and hlstorlcal experlence. Accordlngly, the estlmated falr 
value of flnanclal lnstruments, as dlsclosed, does not fully represent the 
entlre value, nor the changes ln the entlre value, of the company. 

The followlng lS a summary of the carrylng value and estlmated falr value of our 
flnanclal lnstruments: 
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<TABLE> 
<CAPTION> 

2000 

In mllllons. 
At December 31 

Estlmated 
Falr 

Value Dlfference 

<S< <C> <C> <C> 
Cash ....................................... . 
Investment securl tles ...................... . 
Recelvables ................................ . 

490.2 
3,259.0 

67,161.7 

490.2 
3,259.0 

67,672.4 510.7 

Subtotal ................................... . 70,910.9 71,421.6 510.7 

Deposlts ................................... . (8,676.91 (8,691.91 I 15. o I 
Commerclal paper, bank and other 

borrowlngs .............................. . 
Senlor and senlor subordlnated deLt ........ . 
Insurance reserves ......................... . 

(10,787.91 
(45,053.01 

(1,106.61 

(10,787.91 
(44,637.81 
(1,336.81 

415.2 
(230.21 

Subtotal ................................... . (65,624.41 I 65, 45 4. 4 I 170.0 

Interest rate and forelgn 
exchange contracts ...................... . 80.1 (279.61 (35 9. 7 I 

Commltments to extend 
credlt and guarantees ................... . 48.9 48.9 

Subtotal ................................... . 80.1 (230.71 131 o. 8 I 

Total ...................................... . 5,366.6 5,736.5 

</TABLE> 

The followlng methods and assumptlons were used to estlmate the falr value of 
flnanclal lnstruments: 

's llCJlllrl nc=JtllrP. 

Investment securltles: Investment securltles are classlfled as avallable
for-sale and are carrled at falr value on the balance sheets. 
Falr values are based on quoted market prlces or dealer quotes. If a quoted 
market prlce lS not avallable, falr value lS estlmated uslng quoted market 
prlces for slmllar securltles. 

369.9 

Recelvables: The falr value cf adJustable rate recelvables approxlmates 
carrylng value because lnterest rates on these recelvables adJust wlth changlng 
market lnterest rates. The falr value of flxed rate consumer recelvables was 
estlmated by dlscountlng future expected cash flows at lnterest rates whlch 
approxlmate the rates that would achleve a slmllar return on assets wlth 
comparable rlsk characterlstlcs. These recelvables are relatlvely lnsensltlve to 
changes ln overall market lnterest rates and, therefore, have addltlonal value 
compared to alternatlve uses of funds. 
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Recelvables also lncludes lnterest only strlp recelvables. The lnterest only 
strlp recelvables are carrled at falr value on our balance sheets. Falr value lS 
based on an estlmate of the present value of future cash flows assoclated wlth 
securltlzatlons of certaln real estate secured, auto flnance, MasterCard and 
Vlsa, prlvate label and other unsecured recelvables. 

Deposlts: The falr value of cur savlngs and demand accounts equaled the 
carrylng amount as stlpulated ln FAS No. 107. The falr value of flxed rate tlme 
certlflcates was estlmated by dlscountlng future expected cash flows at lnterest 
rates that we offer on such products at the respectlve valuatlon dates. 

Commerclal paper, bank and other borrowlngs: The falr value of these 
lnstruments approxlmates exlstlng carrylng value because lnterest rates on these 
lnstruments adJust wlth changes ln market lnterest rates due to thelr short-term 
maturlty or reprlclng characterlstlcs. 

Senlor and senlor subordlnated debt: The estlmated falr value of our flxed 
rate debt lnstruments was determlned uslng elther quoted market prlces or by 
dlscountlng future expected cash flows at lnterest rates offered for slmllar 
types of debt lnstruments. Carrylng value lS typlcally used to estlmate the falr 
value of floatlng rate debt. 

Insurance reserves: The falr value of lnsurance reserves for perlodlc 
payment annultles was estlmated by dlscountlng future expected cash flows at 
estlmated market lnterest rates at December 31, 2000 and 1999. The falr value of 
other lnsurance reserves lS not requlred to be determlned ln accordance wlth FAS 
No. 107. 

Interest rate and forelgn exchange contracts: Where practlcal, quoted 
market prlces were used to determlne falr value of these lnstruments. For non
exchange traded contracts, falr value was determlned uslng accepted and 
establlshed valuatlon methods (lncludlng lnput from lndependent thlrd partles) 
whlch conslder the terms of the ccntracts and market expectatlons on the 
valuatlon date for forward lnterest rates (for lnterest rate contracts) or 

<C> 
270.6 

3,128.1 
52,158.4 

55,557.1 

(4,980.01 

(10, 777.81 
(34,887.31 

(1,308.91 

(51,954.01 

40.8 

40.8 

3,643.9 

<C> 

Estlmated 
Falr 

Value 

270.6 
3,128.1 

52,459.9 

55,858.6 

(4,906.31 

(10,777.81 
(33,787.31 
(1,472.51 

(50, 943.91 

I 428. o I 

49.1 

I 378. 9 I 

4,535.8 
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1999 

Dlfference 

<C> 

301.5 

301.5 

73.7 

1,100.0 
I 163. 61 

1,010.1 

I 468. 8 I 

49.1 

I 419.7 I 

891.9 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013101001626/0000950131-01-0 ... 12/9/2008 

HHT 0015644 

Case: 1:02-cv-05893 Document #: 2111-3 Filed: 02/24/16 Page 138 of 148 PageID #:80336



forward forelgn currency exchange rates (for forelgn exchange contracts). We 
enter lnto forelgn exchange contracts to hedge our exposure to currency rlsk on 
forelgn denomlnated debt. We also enter lnto lnterest rate contracts to hedge 
our exposure to lnterest rate rlsk on assets and llabllltles, lncludlng debt. As 
a result, decreases/lncreases ln the falr value of these contracts would be 
offset by a lncrease/decrease ln the falr value of the lndlvldual 
asset or llablll ty See Note 9, "Derl vatl ve Flnanclal Instruments 
and Other Flnanclal Instruments wlth Off-Balance Sheet Rlsk," for addltlonal 
dlscusslon of the nature of these ltems. 

Commltments to extend credlt and guarantees: These commltments were valued 
by conslderlng our relatlonshlp wlth the counter-party, the credltworthlness of 
the counterparty and the dlfference between commltted and current lnterest 
rates. 

14 LEASES 

We lease certaln offlces, bulldlngs and equlpment for perlods of up to 25 years 
wlth varlous renewal optlons. The offlce space leases generally requlre us to 
pay certaln operatlng expenses. Net rental expense under operatlng leases 
$107.6, $89.4 and $118.8 mllllon for 2000, 1999 and 1998, respectlvely. 

In connectlon wlth our merger wlth Beneflclal, we have a lease obllgatlon 
the Beneflclal offlce complex whlch explres ln 2010. Thls faclllty has been 

subleased through the end of the lease perlod wlth the sublessee assumlng our 
future rental obllgatlons. 

Future net mlnlmum lease commltments under noncancelable operatlng lease 
arrangements 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2000 

<S< 
?001 -- - - -- - - -- - - -- - - -- - - -- - - -- - - - -- - - -- - - -- - - -- - - -

2002-- - - -- - - -- - - -- - - -- - - -- - - -- - - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -
2003-- - - -- - - -- - - -- - - -- - - -- - - -- - - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -
2004-- - - -- - - -- - - -- - - -- - - -- - - -- - - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -
2005-- - - -- - - -- - - -- - - -- - - -- - - -- - - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -- - - -
Thereafter ....................................................... . 

Net mlnlmum lease comml tments .................................... . 

</TABLE< 
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15 INCENTIVE COMPENSATION AND STOCK OPTION PLANS 

Mlnlmum 
Rental 

Payments 

<C< 
$ 1 39- 1 

125.7 
111.7 

92.8 
78.4 

342.1 

889.8 

Household's executlve compensatlon plans provlde for lssuance of nonquallfled 
stock optlons and restrlcted stock rlghts ("RSRs"). Stock optlons permlt the 
holder to purchase, under certaln llmltatlons, Household's common stock at a 
prlce not less than 100 percent of the market value of the stock on the date the 
optlon lS granted. Employee stock optlons generally vest equally over four years 
and explre 10 years from the date of grant. RSRs entltle an employee to recelve 
a stated number of shares of Household's common stock lf the employee satlsfles 
the condltlons set by the Compensatlon Commlttee for the award. A total of 4.0 
and 2.0 mllllon of RSRs were outstandlng at December 31, 2000 and 1999, 
respectlvely. Total compensatlon cost recognlzed for RSRs was $24.4, $12.4, and 
$8.4 mllllon ln 2000, 1999, and 1998, respectlvely. 

Non-employee dlrectors annually recelve optlons to purchase shares of 
Household's common stock at the stock's falr market value the day the optlon lS 
granted. Dlrector optlons have a term of ten years and one day, fully vest SlX 
months from the date granted, and once vested are exerclsable at any tlme durlng 
the optlon term. 

Common stock data for the stock o~tlon plans lS summarlzed as follows: 

<TABLE> 
<CAPTION> 

Page 47 of 56 

Mlnlmum 
Sublease 

Income Net 

<C< <C< 
$ ?3- fi $ 11"- 5 

23.5 102.2 
23.2 88.5 
22.5 70.3 
22.2 56.2 
99.2 242.9 

$ 214.2 $ 675.6 

2000 1999 1998 

<S< 
Outstandlng at beglnnlng of year ...................... . 
Granted ............................................... . 
Exerclsed ............................................. . 
Explred or canceled ................................... . 

Outstandlng at the end of year ........................ . 

Exerclsable at end of year ............................ . 

Welghted-average falr value of optlons granted ........ . 

Welghted- Welghted- Welghted-
Average Average Average 

Prlce per 
Shares Share Shares 

<C> <C> 
16,068,326 26.30 

2,812,469 48.80 
(2,056,064) 12.89 

(137,589) 36.84 

<C< 
21,600,569 

2,311,500 
(7,805,549) 

(38,194) 

16,687,142 31.09 16,068,326 

11,134,642 24.10 11,023,619 

19.65 

Prlce per Prlce per 
Share Shares Share 

<C> <C> <C> 
21.14 30,166,477 19.90 
44.78 2,380,000 38.01 
17.48 (9,811,659) 20.89 
31.45 (1,134,249) 25.67 

26.30 21,600,569 21.14 

19.64 16,806,843 17.39 

19- 65 13.43 
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</TABLE< 

The followlng table summarlzes lnformatlon about stock optlons outstandlng at 
December 31, 2000: 

<TABLE> 
<CAPTION> 

Optlons Outstandlng 

Range of 
Exerclse Prlces 

Number 
Outstandlng 

Welghted-Average 
Remalnlng Llfe 

Welghted-Average 
Exerclse Prlce 

<S< 
$ 6.65-$25.90 .................. . 
$28.22-$51.38 .................. . 

</TABLE< 

<C< 
6,407,604 

10,279,538 

<C< 
3. 8 years 
8 .1 years 

<C< 

Household malntalns an Employee Stock Purchase Plan (the "ESPP"). The ESPP 
provldes a means for employees to purchase shares of Household's common stock at 
85% of the lesser of lts market prlce at the beglnnlng or end of a one year 
subscrlptlon perlod. 

We account for optlons and shares lssued under the ESPP ln accordance wlth 
APB 25, pursuant to whlch no compensatlon cost has been recognlzed. Had 
compensatlon cost been determlned conslstent wlth FAS No. 123, "Accountlng for 
Stock-Based Compensatlon," our net lncome and earnlngs per share, on a pro forma 
basls, would have been as follows: 

<TABLE> 
<CAPTION> 

2000 

$14.52 
$41.42 

In mllllons, except per share data 
Year ended December 31 Dlluted Baslc Dlluted 

<S< <C< <C< 
Earnlngs avallable to common shareholders: 

As Reported .......................................... . 
Pro Forma ............................................ . 

1,691.5 
1,670.5 

1,691.5 
1,670.5 

Earnlngs per share: 
As Reported .......................................... . 
Pro Forma ............................................ . 

</TABLE< 

3.55 
3.51 

The pro forma compensatlon expense lncluded ln the table above may not be 
representatlve of the actual effects on net lncome for future years. Pro forma 
earnlngs per share ln 1998 lncludes the acceleratlon of compensatlon expense 
assoclated wlth Beneflclal optlons. 
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The falr value of each optlon granted was estlmated as of the date of grant 
uslng the Black-Scholes optlon prlclng model and the followlng welghted-average 
assumptlons: 

<TABLE> 
<CAPTION> 

2000 

3.59 
3.54 

<C< 

1,477.2 
1,460.7 

3. 07 
3. 03 

1999 

<S< <C< <C< 
Rlsk free lnterest rate ................................... . 5.74% 
Expected dl vldend yleld ................................... . 1. 49 
Expected llfe ............................................. . years 
Expected volatlll ty ....................................... . 42. 8% 

</TABLE< 

The Black-Scholes model uses dlfferent assumptlons that can slgnlflcantly effect 
the falr value of the optlons. As a result, the derlved falr value estlmates 
cannot be substantlated by comparlson to lndependent markets. 

16 EMPLOYEE BENEFIT PLANS 

Household sponsors several deflned beneflt penslon plans coverlng substantlally 
all of lts U.S. and non-U.S. employees. At December 31, 2000, plan assets 
lncluded an lnvestment ln 2,480,910 shares of Household's common stock wlth a 
falr value of $136.5 mllllon. 

Penslon lncome for deflned beneflt plans, prlmarlly due to the overfunded 
status of the domestlc plan, lncluded the followlng components: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

5.84% 
1. 65 

years 
46.9% 

Number 
Outstandlng 

<C< 
6,407,163 
4,727,479 

<C< 

1999 

Baslc 

1,477.2 
1,460.7 

3.10 
3.06 

1998 

<C< 
4.66% 
1. 62 

years 
37.7% 

2000 1999 
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Optlons Exerclsable 

Welghted-Average 
Exerclse Prlce 

<C< 
$14.52 
$37.09 

1998 

Dlluted Baslc 

<C< <C< 

509.1 5 09.1 
452.6 452.6 

1. 03 1. 04 
. 92 .93 

1998 
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<S< <C< <C< 
Serv1ce cost-beneflts earned dur1ng the per1od ......................................... . 122.61 128.7 I 
Interest cost on pro] ected benef1 t obl1gat1on .......................................... . 133.2 I 131.01 
Expected return on assets .............................................................. . 87.9 80.4 
Amort1zat1on of trans1 t1on asset ....................................................... . 1.4 1.2 
Recogn1zed ga1ns (losses) .............................................................. . I .2 I 4 .1 

Pens1on 1ncome ......................................................................... . 33.3 26.0 

</TABLE< 

The assumpt1ons used 1n determ1n1ng the benef1t obl1gat1on and penslon lncome of 
the domestlc deflned beneflt plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

<S< 
Dlscount rate ........................................................................ . 
Salary lncrease assumptlon ........................................................... . 
Expected long-term rate of return on plan assets ..................................... . 

</TABLE> 

A reconclllatlon of beglnnlng and endlng balances of the proJected beneflt 
obllgatlon of the deflned beneflt penslon plans lS as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S< 
Beneflt obllgatlon at beglnnlng of year ................................... . 

rost ....................................................... . 

Interest cost ............................................................. . 
Actuarlal losses .......................................................... . 
Forelgn currency exchange rate changes .................................... . 
Plan amendments ........................................................... . 
Beneflts pald ............................................................. . 

Benefl t obllgatlon at end of year ......................................... . 

</TABLE< 
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A reconclllatlon of beglnnlng and endlng balances of the falr value of plan 
assets assoclated wlth the deflned beneflt penslon plans lS as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S< 

2000 

<C< 
54 7. 9 

??. fi 

33.2 
14.9 
I 4. 4 I 

. 2 
Is 9. 3 I 

555.1 

2000 

<C< 
8. 25% 

4.0% 
10.0% 

<C< 

1999 

<C< 
8.0% 
4.0% 

10.0% 

1999 

567.2 
?R. 7 
31.0 

. 8 
1.9 

( 1. 8 I 
I 79. 9 I 

54 7. 9 

Falr value of plan assets at beglnnlng of year ........................................................ . 
Actual return on plan assets .......................................................................... . 
Forelgn currency exchange rate changes ................................................................ . 
Employer contrlbutlons ................................................................................ . 
Benefl ts pald ......................................................................................... . 

<C< 
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<C< 
123. o I 
139. 8 I 
75.4 
12.1 
( 1. 71 

23.0 

1998 

<C< 
7.0% 
4.0% 

10.0% 

2000 

926.5 
195. 4 

I 4. 8 I 
1.0 

I 59.3 I 

<C< 

1999 

821.8 
181.1 

2.3 
1.2 

I 79. 9 I 

Falr value of plan assets at end cf year .............................................................. . $ 1,058.8 926.5 

</TABLE< 

The funded status of deflned beneflt penslon plans was as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S< 
Funded status ......................................................................................... . 
Unrecognlzed net actuarlal galn ....................................................................... . 
Unamortlzed prlor servlce cost ........................................................................ . 

Prepald penslon cost .................................................................................. . 

</TABLE< 

We also sponsor a non-quallfled supplemental retlrement plan. Thls plan, whlch 
lS unfunded, provldes ellglble em~loyees deflned penslon beneflts outslde the 
quallfled retlrement plan based on average earnlngs, years of servlce and age at 
retlrement. At December 31, 2000 and 1999, the proJected beneflt obllgatlon was 
$28.6 mllllon and $22.5 mllllon, respectlvely. Penslon expense related to the 
supplemental retlrement plan was $5.1 mllllon, $7.2 mllllon and $5.5 mllllon ln 
2000, 1999 and 1998, respectlvely. 

<C< 

2000 

5 03.7 
I 98.1 I 

I 6.1 I 

399.5 

<C< 

1999 

378.6 
13.21 
17.31 

368.1 
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We also sponsor varlous 401(k) savlngs plans and proflt sharlng plans for 
employees meetlng certaln ellglblllty requlrements. Under these plans, each 
partlclpant's contrlbutlon lS matched by the company up to a maxlmum of 6 
percent of the partlclpant's compensatlon. For 2000, 1999 and 1998, total 
expense for these plans was $47.0, $39.1 and $32.2 mllllon, respectlvely. 

We have several plans whlch ~rovlde medlcal, dental and llfe lnsurance 
beneflts to retlrees and ellglble dependents. These plans cover substantlally 
all employees who meet certaln age and vested servlce requlrements. We have 
lnstltuted dollar llmlts on our payments under the plans to control the cost of 
future medlcal beneflts. 

The net postretlrement beneflt cost lncluded the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S< 
Servlce cost-benefl ts earned durlng the perlod .................................................... . 
Interest cost on accumulated postretlrement beneflt obllgatlon .................................... . 
Amortlzatlon of transltlon obllgatlon ............................................................. . 
Amortlzatlon of prlor servlce cost ................................................................ . 
Recognlzed actuarlal galn ......................................................................... . 

Net perlodlc postretlrement beneflt cost .......................................................... . 

</TABLE< 

A reconclllatlon of the beglnnlng and endlng balances of the accumulated 
postretlrement beneflt obllgatlon lS as follows: 

<TABLE> 
<r:APTTON> 
In mllllons. 
Year ended December 31 

<S< 
Benefl t obllgatlon at beglnnlng of year ................................................................ . 
Servlce cost ........................................................................................... . 
Interest cost .......................................................................................... . 
Actuarlal galns ........................................................................................ . 
Plan amendments ........................................................................................ . 
Benefl ts pald .......................................................................................... . 

Benefl t obllgatlon at end of year ...................................................................... . 

</TABLE< 
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Our postretlrement beneflt plans are funded on a pay-as-you-go basls. A 
reconclllatlon of the components cf the accrued postretlrement beneflt 
obllgatlon lS as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S< 
Funded status ........................................................................................ . 
Unamortlzed prlor servlce cost ....................................................................... . 
Unrecognlzed net actuarlal galn ...................................................................... . 
Unamortlzed transl tlon obllgatlon .................................................................... . 

Accrued postretlrement beneflt obllgatlon ............................................................ . 

</TABLE< 

The assumptlons used ln determlnlng the beneflt obllgatlon and cost of such 
plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

<S> 
Dlscount rate ....................................................................................... . 
Salary lncrease assumptlon .......................................................................... . 

</TABLE> 

A 7.5 percent annual rate of lncrease ln the gross cost of covered health care 
beneflts was assumed for 2001. Thls rate of lncrease lS assumed to decllne 
gradually to 5.0 percent ln 2006. 
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2000 1999 1998 

<C> <C> <C> 

$ 

I 3. 4 I I 4. 3 I 
I 1 o. 3 I I 9. 4 I 

I 6. 71 16.3 I 
1.4 1.7 
2.8 1.2 

I 16.2 I $ I 17.1 I $ 

2000 

<C> 
160.5 

<C> 

2000 

3.4 
10.3 
I 9 .1 I 
4.7 

I 8. 8 I 

161.0 

2000 

161.0 
18.1 
72.1 

I 80. 61 

170. 6 

<C> 
8. 25% 

4.0% 

<C> 

<C> 

1999 

<C> 
8. 0% 
4. 0% 

I 4. 61 
I 12.7 I 

16.31 
1.2 
1.7 

I 20.7 I 

1999 

180.7 
4.3 
9.4 

127.01 

I 6. 9 I 

160.5 

1999 

160.5 
22. 9 
54.1 

I 81.71 

155.8 

1998 

<C> 
7.0% 
4.0% 
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Assumed health care cost trend rates have an effect on the amounts reported 
for health care plans. A one-percentage polnt change ln assumed health care cost 
trend rates would lncrease (decrease) servlce and lnterest costs and the 
postretlrement beneflt obllgatlon as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
Effect 
Effect 

total of servlce and lnterest cost components ........................................... . 
postretlrement benefl t cbllgatlon ....................................................... . 

</TABLE> 

Total lncome taxes were: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

17 INCOME TAXES 

<S> <C> 
Provlslon for lncome taxes related to operatlons............................................... $ 
Income taxes related to adJustments lncluded ln common shareholders' equlty: 

Unreallzed galn (loss) on lnvestments, net ................................................. . 
Forelgn currency translatlon adJustments ................................................... . 
Exerclse of stock optlons .................................................................. . 

Total ......................................................................................... . 

</TABLE> 

Provlslons for lncome taxes related to operatlons were: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Current 
Unlted States ................................................................................. . 
Forelgn ....................................................................................... . 

Total current ................................................................................. . 

Deferred 
Unlted States ................................................................................. . 
Forelgn ....................................................................................... . 

Total deferred ................................................................................ . 

Total taxes ............................................................................ . 

</TABLE> 
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The slgnlflcant components of deferred lncome tax provlslons attrlbutable to 
lncome from operatlons were: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Deferred lncome tax provlslon ............................................................. . 
Ad] ustment of valuatlon allowance ......................................................... . 
Change ln operatlng loss carryforwards .................................................... . 

Deferred lncome tax provlslon ............................................................. . 

</TABLE> 

Income before lncome taxes from fcrelgn operatlons was $336.7, $290.0 and $216.9 
mllllon ln 2000, 1999 and 1998, respectlvely. 

Effectlve tax rates are analyzed as follows: 

<TABLE> 
<CAPTION> 
Year ended December 31 

<S> 
Statutory federal lncome tax rate ............................................................ . 
Increase (decrease) ln rate resultlng from: 

Nondeductlble acqulsl tlon costs ............................................................ . 

<C> 

<C> 

2000 

<C> 
35.0% 
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One Percent 
Increase 

One Percent 
Decrease 

<C> 

2000 

909.8 

56.3 
5.7 

123. s I 

948.3 

2000 

710.8 
112.0 

822.8 

93.4 
I 6. 4 I 

87.0 

909.8 

2000 

89.6 
I 8. 4 I 
5.8 

87.0 

I. 61 
7.6 

<C> 

1999 

. 6 
17.2 I 

1998 

<C> <C> 
$ 734.3 $ 428.6 

<C> 

I so .1 I 
12. 8 I 

I 89.1 I 

7.3 
. 3 

177.41 

592.3 $ 358.8 

1999 1998 

<C> <C> 

633.8 $ 122.5 
67.4 53.1 

701.2 

32.3 
. 8 

33.1 

175.6 

239.2 
13. 8 

253.0 

734.3 $ 428.6 

1999 

17.3 
20.7 
I 4. 9 I 

33.1 

1999 

<C> 
35.0% 

<C> 

1998 

246.7 
13.31 
9.6 

253.0 

1998 

<C> 
35. 0% 

12.2 
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State and local taxes, net of federal benefl t .............................................. . 
Leveraged lease tax benefl ts ............................................................... . 
Other ...................................................................................... . 

Effectlve tax rate ........................................................................... . 

</TABLE> 

Provlslon for U.S. lncome taxes had not been made at December 31, 2000 and 1999 
on $300.6 and $328.1 mllllon, res~ectlvely, of undlstrlbuted earnlngs of forelgn 
subsldlarles. Determlnatlon of the amount of unrecognlzed deferred tax llablllty 
related to lnvestments ln forelgn subsldlarles lS not practlcable. In addltlon, 
provlslon for U.S. lncome taxes had not been made at December 31, 2000 on $80.1 
mllllon of undlstrlbuted earnlngs of llfe lnsurance subsldlarles accumulated as 
pollcyholders' surplus under tax laws ln effect prlor to 1984. If thls amount 
was dlstrlbuted, the addltlonal lncome tax payable would be approxlmately $28 
mllllon. Because thls amount would become taxable only ln the event of certaln 
clrcumstances whlch we do not expect to occur wlthln the foreseeable future, no 
deferred tax llablllty has been establlshed for thls ltem. 

Our U.S. savlngs and loan suLsldlary has credlt loss reserves for tax 
purposes that arose ln years beglnnlng before December 31, 1987 ln the amount of 
$55.3 mllllon. The amount of deferred tax llablllty on the aforementloned credlt 
loss reserves not recognlzed totaled $20.5 mllllon at December 31, 2000. Because 
thls amount would become taxable cnly ln the event of certaln clrcumstances 
whlch we do not expect to occur wlthln the foreseeable future, no deferred tax 
llablllty has been establlshed for thls ltem. 

At December 31, 2000, we had net operatlng loss carryforwards for tax 
purposes of $21.2 mllllon, of whlch $4.7 mllllon explre ln 2003; $11.6 mllllon 
explre ln 2004; $2.6 mllllon explre ln 2005; and $2.3 mllllon explre ln 2006. We 
also had forelgn tax credlt carryforwards of $12.3 mllllon, of whlch $8.4 
mllllon explre ln 2003 and $3.9 mllllon explre ln 2004. 

Temporary dlfferences whlch gave rlse to a slgnlflcant portlon of deferred tax 
assets and llabllltles were as follows: 

<TART,F,> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Deferred Tax Llabllltles 

2.6 
I. 4 I 

12.3 I 

34.9% 

Recel vables sold ................................................................................... . 
Leveraged lease transactlons, net .................................................................. . 
Penslon plan assets ................................................................................ . 
Deferred loan orlglnatlon costs .................................................................... . 
Other .............................................................................................. . 

Total deferred tax llablll tles ..................................................................... . 

Deferred Tax Assets 
Credl t loss reserves ............................................................................... . 
Other .............................................................................................. . 

Total deferred tax assets .......................................................................... . 
Valuatlon allowance ................................................................................ . 

Total deferred tax assets net of valuatlon allowance ............................................... . 

Net deferred tax llablll ty ......................................................................... . 

</TABLE> 
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The deferred tax asset valuatlon allowance prlmarlly relates to forelgn tax 
credlt carryforwards. Management Lelleves sufflclent uncertalnty exlsts 
regardlng the reallzatlon of these carryforwards that a valuatlon allowance 
requlred. 

<TABLE> 
<CAPTION> 

18 EARNINGS PER CONNON SHARE 

In mllllons, except per share data. 

Year ended December 31 

<S> 
Earnlngs 
Net lncome ......................................... . 
Preferred dl vldends ................................ . 

Earnlngs avallable to common shareholders .......... . 

Average Shares 
Common ............................................. . 
Common equl valents ................................. . 

Dlluted 

<C> 

$ 1,700.7 
I 9. 2 I 

$ 1,691.5 

471.8 
4.4 

2000 

Baslc 

<C> 

$ 1,700.7 
I 9. 2 I 

$ 1,691.5 

471.8 

Dlluted 

<C> 

$ 1,486.4 
I 9. 2 I 

$ 1,477.2 

477.0 
4.8 

1999 

Baslc 

<C> 

$ 1,486.4 
I 9. 2 I 

$ 1,477.2 

477.0 
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<C> 

2.4 
I 1.2 I 
I 3 .1 I 

33 .1% 

2000 

822.2 
385. 4 
142.5 

93. 4 
316.2 

1,759.7 

1,128.3 
337.9 

1,466.2 
I 12.3 I 

1,453.9 

305. 8 

Dlluted 

<C> 

524.1 
I 15. o I 

5 09.1 

487.2 
9.2 

3.2 
I 4. o I 
11.4 I 

45. 0% 

<C> 

1999 

748.4 
368.7 
136.3 

35.7 
254.5 

1,543.6 

936.4 
462 .1 

1,398.5 
I 20.7 I 

1,377.8 

165. 8 

1998 

Baslc 

<C> 

524.1 
I 15. o I 

5 09.1 

487.2 
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Total .............................................. . 476.2 471.8 

Earnlngs per common share .......................... . 3.55 3. 59 

</TABLE< 

19 COMMITMENTS AND CONTINGENT LIABILITIES 

In the ordlnary course of buslness there are varlous legal proceedlngs pendlng 
agalnst the company. Management belleves the aggregate llabllltles, lf any, 
resultlng from such actlons would not have a materlal adverse effect on our 
consolldated flnanclal posltlon. However, as the ultlmate resolutlon of these 
proceedlngs lS lnfluenced by factcrs that are outslde of our control, lt lS 
reasonably posslble our estlmated llablllty under these proceedlngs may change. 
See Note 14 for dlscusslon of lease commltments. 

20 SEGMENT REPORTING 

We have three reportable segments: Consumer, Credlt Card Servlces, and 
Internatlonal. Our segments are managed separately and are characterlzed by 
dlfferent mlddle-market consumer lendlng products, orlglnatlon processes, and 
locatlons. Our Consumer segment lncludes our consumer lendlng, retall servlces, 
and auto flnance buslnesses. Our consumer lendlng buslness lncludes our 
branch-based operatlons and our mortgage servlces buslness, whlch lncludes our 
correspondent buslness. Our Credlt Card Servlces segment lncludes our domestlc 
MasterCard and Vlsa credlt card buslness. Our Internatlonal segment lncludes our 
forelgn operatlons ln the Unlted Klngdom ("U.K.") and Canada. The Consumer 
segment provldes real estate secured, automoblle secured and unsecured loans. 
Loans are offered wlth both revolvlng and closed-end terms and wlth flxed or 
varlable lnterest rates. Loans are orlglnated through branch locatlons, dlrect 
mall, telemarketlng or lndependent merchants or automoblle dealers. The Credlt 
Card Serlvces segment offers MasterCard and Vlsa credlt cards throughout the 
Unlted States prlmarlly Vla strateglc afflnlty and co-brandlng relatlonshlps, 
dlrect mall, and our branch network to non-prlme customers. The Internatlonal 
segment offers secured and unsecured llnes of credlt and secured and unsecured 
closed-end loans prlmarlly ln the Unlted Klngdom and Canada. In addltlon, the 
Unl tPrl Klngrlom opPL"'ltl on offprs MAstPrr:Arrl Anrl Vl rrPrll t Anrl rrPrll t 

lnsurance ln connectlon wlth all loan products. We also cross sell our credlt 
cards to exlstlng real estate secured, prlvate label and Refund Antlclpatlon 
Loan ("RAL") customers. All segments offer products and servlce customers 
through the Internet. The All Other captlon lncludes our lnsurance and tax 
servlces and commerclal buslnesses, as well as our corporate and treasury 
actlvltles, each of whlch falls below the quantltatlve threshold tests under 
Statement of Flnanclal Accountlng Standards No. 131 for determlnlng reportable 
segments. In 1998, merger and lntegratlon related costs related to the 
Beneflclal merger of $751 mllllon after-tax were recorded ln corporate. 

The accountlng pollcles of the reportable segments are the same as those 
descrlbed ln the summary of slgnlflcant accountlng pollcles. For segment 
reportlng purposes, lntersegment transactlons have not been ellmlnated. We 
evaluate performance and allocate resources based on lncome from operatlons 
after lncome taxes and returns on equlty and managed assets. We generally 
account for transactlons between segments as lf they were wlth thlrd partles. 
<PAGE> 
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REPCRTABLE SEGMENTS 

Credlt Card 

481.8 

3.07 

In mllllons. 
Owned Basls Consumer Servlces Internatlonal All Other 

<S> 
For the year ended December 31, 2000: 
Net lnterest margln and other revenues/6/ .. . 
Intersegment revenues ...................... . 
Provlslon for credlt losses ................ . 
Depreclatlon and amortlzatlon .............. . 
Income tax expense (beneflt) ............... . 
Segment net lncome (loss) .................. . 
Total segment assets ....................... . 
Total segment assets-managed ............... . 
Expendltures for long-llved assets/7/ ...... . 

For the year ended December 31, 1999: 
Net lnterest margln and other revenues/6/ .. . 
Intersegment revenues ...................... . 
Provlslon for credlt losses ................ . 
Depreclatlon and amortlzatlon .............. . 
Income tax expense (beneflt) ............... . 
Segment net lncome (loss) .................. . 
Total segment assets ....................... . 
Total segment assets-managed ............... . 
Expendltures for long-llved assets/7/ ...... . 

For the year ended December 31, 1998: 
Net lnterest margln and other revenues/6/ .. . 
Intersegment revenues ...................... . 
Provlslon for credlt losses ................ . 

<C> 

4,941.7 
192.0 

1,318.2 
78.4 

796.5 
1,271.3 

56,088.8 
65,822.3 

29.1 
---------

4,107.4 
124.0 

1,104.7 
80.8 

625.6 
991.5 

42,598.2 
51,840.1 

78.9 

3,485.7 
91.4 

860.3 

<C> 

1,968.6 
32.7 

642.5 
123.5 
142.6 
214.7 

8,402.2 
17,713.9 

283.1 
---------

1,366.5 
17.2 

397.2 
108.4 
100.2 
152. 8 

6,257.1 
15,489.7 

5.8 

1,454.8 
10.6 

406.0 

<C> <C> 

848.1 241.8 
5.2 

182.0 127.41 
20.2 79.6 
98.6 I 43 .1 I 

230.1 131.3 
7,691.4 14,286.1 
9,017.5 14,164.3 

37.7 100.5 
---------

795.8 339.3 
3.4 

191.4 I. 4 I 
17.5 67.7 
59.4 10.6 

218.7 230.0 
7,741.1 14,141.2 
8,846.0 14,000.7 

45.6 64.4 
---------

746.5 561.2 
3.8 . 6 

167.2 11.7 
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477.0 496.4 487.2 

3 .1 0 1. 03 1. 04 

AdJustments/ 
Reconclllng Consolldated 

Totals Items Totals 
------------

<C> <C> <C> 

8,000.2 1229.91/1/ 7,770.3 
229.9 1229.91/1/ 

2,115.3 1. 62 2,116.9 
301.7 301.7 
994.6 184.81/3/ 909.8 

1,847.4 I 146.7 I 1,700.7 
86,468.5 19,762.21/4/ 76,706.3 

106,718.0 19,762.21/4/ 96,955.8 
450.4 45 0. 4 

---------- --------- ----------

6,609.0 1144.61/1/ 6,464.4 
144.6 1144.61/1/ 

1,692.9 23.5/2/ 1,716.4 
274.4 274.4 
795. 8 161.51/3/ 734.3 

1,593.0 I 106. 6 I 1,486.4 
70,737.6 19,988.21/4/ 60,749.4 
90,176.5 19,988.21/4/ 80,188.3 

194.7 194.7 
---------- --------- ----------

6,248.2 1106.41/1/ 6, 141.8 
106.4 1106.41/1/ 

1,445.2 71.6/2/ 1,516.8 
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Depreclatlon and amortlzatlon .............. . 
Income tax expense (beneflt) ............... . 
Segment net lncome (loss) .................. . 

72.6 
519.6 
833.5 

Total segment assets ........................ $34,029.1 
Total segment assets-managed ................ 43,330.8 
Expendltures for long-llved assets/7/....... 21.3 

</TABLE< 

/1/ Ellmlnates lntersegment revenues. 
/2/ Ellmlnates bad debt recovery sales 
/3/ Tax beneflt assoclated wlth ltems comprlslng 

136.4 
96.6 

140.8 
$ 7,228.7 

16,387.6 
2.8 

/4/ Ellmlnates lnvestments ln subsldlarles and lntercompany DULL<cw.cno 

/5/ Includes merger and lntegratlcn related costs of approxlmately 

17.9 
57.8 

153.7 
$7,399.0 

8,640.3 
31. 4 

ltems. 

mllllon after-tax related to the Beneflclal merger and the galn on the sale 
of Beneflclal Canada of $118.5 mllllon after-tax. 

/6/ Represents net lnterest margln and other revenues, lncludlng lntersegment 
revenues, net of pollcy-holder beneflts. 

/7/ Includes goodwlll assoclated wlth purchase buslness comblnatlons and capltal 
expendltures. 

GEOGRAPHIC DATA 

The followlng summarlzes assets, revenues and lncome before lncome taxes of the 
company by materlal country: 

<TABLE> 
<CAPTION> 

81.2 308.1 
( 179. 8 I 494.2 (65.61/3/ 
(491.51/5/ 636.5 ( 112.4 I 

9,442.6 58,099.4 (5 206.71/4/ 
9,442.6 77,801.3 (5,206.71/4/ 

79.6 135.1 
--------- ---------- ---------

Identlflable Assets Long-Llved Assets/1/ 

In mllllons. 

<S> 
Unlted States ............................ . 
Unl ted Klngdom ........................... . 
Canada ................................... . 
Other .................................... . 

Total .................................... . 

</TABLE> 

2000 

<C> 
$68,917.7 

6,401.3 
1,246.6 

140.7 

1999 

<C> 
$52,886.9 

6,486.6 
1,188.2 

187.7 

$76,706.3 $60,749.4 

1998 

<C> 
$45,387.5 

6,284.8 
1,040.0 

180.4 

$52,892.7 

/1/ Includes propertles and equlpment, net of depreclatlon, and goodwlll, 
accumulated net of accumulated amortlzatlon. 

<TABLE> 
<CAPTION> 

2000 

<C> 
2,107.2 

109.6 
6.5 

2,223.3 

1999 

<C> 
1,310.2 

91.7 
5.8 

. 2 

$ 1,407.9 

1998 

<C> 
1,315.9 

71.5 
2.3 

. 6 

$ 1,390.3 

Revenues Income Before Income Taxes 

In mllllons. 

<S> 
Unlted States ............................ . 
Unl ted Klngdom ........................... . 
Canada ................................... . 
Other .................................... . 

2000 

<C> 
$10,683.5 

1,059.9 
194.4 

23.1 

1999 

<C> 
8,290.5 

995.0 
178.2 
35.4 

Total .................................... . $11,960.9 $ 9,499.1 

</TABLE> 
<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 

Management's Report 

Pg. 84 - 2000 Annual Report 

1998 

<C> 
$7,712.4 

931.7 
211.8 

41.1 

$8,897.0 

To the Shareholders of Household Internatlonal, Inc. Household Internatlonal's 
management lS responslble for the preparatlon, lntegrlty and falr presentatlon 
of lts publlshed flnanclal statements. The consolldated flnanclal statements 
have been prepared ln accordance wlth generally accepted accountlng prlnclples 
and, as such, lnclude amounts based on JUdgments and estlmates made by 
management. Management also prepared other lnformatlon lncluded ln the annual 
report and lS responslble for lts accuracy and conslstency wlth the flnanclal 
statements. 

The consolldated flnanclal statements have been audlted by an lndependent 
accountlng flrm, Arthur Andersen LLP, whlch has been glven unrestrlcted access 
to all flnanclal records and related data, lncludlng mlnutes of all meetlngs of 
shareholders, the Board of Dlrectcrs and commlttees of the board. Management 
belleves that representatlons made to the lndependent audltors durlng thelr 
audlt were valld and approprlate. 

Management malntalns a system cf lnternal controls over the preparatlon of 
lts publlshed flnanclal statements. These controls are deslgned to provlde 
reasonable assurance to the company's Board of Dlrectors and offlcers that the 
flnanclal statements have been falrly presented ln accordance wlth the generally 
accepted accountlng prlnclples. The Board, operatlng through lts audlt commlttee 
whlch lS composed entlrely of non-executlve dlrectors, provldes overslght to the 
flnanclal reportlng process. 

Internal audltors monltor the cperatlon of the lnternal control system and 
actlons are taken by management tc respond to deflclencles as they 

2000 

<C> 
2,273.1 

274.1 
41.3 
22. 0 

2,610.5 

1999 

<C> 
1,930.7 

223.9 
39.4 
26.7 

$ 2,220.7 

<C> 

1998 

735.8 
168.7 

28.7 
19.5 

952.7 
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ldentlfled. Even effectlve lnternal controls, no matter how well deslgned, have 
lnherent llmltatlons, such as the posslblllty of human error or of clrcumventlon 
or overrldlng of controls, and the conslderatlon of cost ln relatlon to beneflt 
of a control. Further, the effectlveness of an lnternal control can change wlth 
clrcumstances. 

Household Internatlonal's management perlodlcally assesses the lnternal 
controls for adequacy. Based upon these assessments, Household Internatlonal's 
management belleves that, ln all materlal respects, lts lnternal controls 
relatlng to preparatlon of consolldated flnanclal statements as of December 31, 
2000 functloned effectlvely durlng the year ended December 31, 2000. 

Management has long recognlzed lts responslblllty for conductlng the 
company's affalrs ln a manner whlch lS responslve to the lnterest of employees, 
shareholders, lnvestors and soclety ln general. Thls responslblllty lS lncluded 
ln the statement of pollcy on ethlcal standards whlch provldes that the company 
Wlll fully comply wlth laws, rules and regulatlons of every communlty ln whlch 
lt operates and adhere to the hlghest ethlcal standards. Offlcers, employees and 
agents of the company are expected and dlrected to manage the buslness of the 
company wlth complete honesty, candor and lntegrlty. 

/s/ Wllllam F. Aldlnger 
Wllllam F. Aldlnger 
Chalrman and 
Chlef Executlve Offlcer 
January 15, 2001 

/s/ Davld A. Schoenholz 
Davld A. Schoenholz 
Group Executlve-
Chlef Flnanclal Offlcer 

Report of Inde~endent Publlc Accountants 

To the Shareholders of Household Internatlonal, Inc. We have audlted the 
accompanylng consolldated balance sheets of Household Internatlonal, Inc. (a 
Delaware corporatlon) and subsldlarles as of December 31, 2000 and 1999, and the 
related consolldated statements of lncome, changes ln preferred stock and common 
shareholders' equlty and cash flows for each of the three years ln the perlod 
ended December 31, 2000. These flnanclal statements are the responslblllty of 
HolJSPholrl Tnt-Prnc=Jt-lnnAl Tnr.'s mAnAgPmPnt-. Ollr rPsponslhlllt-y lS t-o PxprPss An 

oplnlon on these flnanclal statements based on our audlts. 

We conducted our audlts ln acccrdance wlth audltlng standards generally 
accepted ln the Unlted States. These standards requlre that we plan and perform 
the audlt to obtaln reasonable assurance about whether the flnanclal statements 
are free of materlal mlsstatement. An audlt lncludes examlnlng, on a test basls, 
evldence supportlng the amounts and dlsclosures ln the flnanclal statements. An 
audlt also lncludes assesslng the accountlng prlnclples used and slgnlflcant 
estlmates made by management, as well as evaluatlng the overall flnanclal 
statement presentatlon. We belleve that our audlts provlde a reasonable basls 
for our oplnlon. 

In our oplnlon, the consolldated flnanclal statements referred to above 
present falrly, ln all materlal respects, the consolldated flnanclal posltlon of 
Household Internatlonal, Inc. and subsldlarles as of December 31, 2000 and 1999, 
and the consolldated results of thelr operatlons and thelr cash flows for each 
of the three years ln the perlod ended December 31, 2000 ln conformlty wlth 
accountlng prlnclples generally accepted ln the Unlted States. 

Arthur Andersen LLP 

/s/ Arthur Andersen LLP 
Chlcago, Illlnols 
January 15, 2001 
<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 

Common and Preferred Stock Informatlon 

Pg. 85 - 2000 Annual Report 

Household Internatlonal common stcck lS llsted on the New York and Chlcago stock 
exchanges. We also have unllsted tradlng prlvlleges on the Boston, Paclflc and 
Phlladelphla stock exchanges. Call and put optlons are traded on the Amerlcan 
Stock Exchange, Paclflc Stock Exchange and Chlcago Board of Optlons Exchange. 

<TABLE> 
<CAPTION> 

Stock 

<S< 
Common .......................... . 

5% Cumulatlve Preferred .......... . 
4.50 Cumulatlve Preferred ...... . 
4.30 Cumulatlve Preferred ...... . 
1/4% Cumulatlve Preferred 
Serles 1992-A ................. . 

Preferred Stock, Serles 1992-A 

Tlcker Symbol 

<C< 
HI 

HI + PRM 
HI + PRN 
HI * PRO 

HI + PRZ 

Dlvldends Declared 

<C< 

2000 

. 7 4 

2. 50 
4. 50 
4.30 

$2.0625 

<C> 

1999 

.68 

2. 50 
4. 50 
4.30 

$2. 0625 

Features 

<C> 
Quarterly dlvldend 
rate lncreased to $.19 
effectlve 7/15/00 
Nonconvertlble 
Nonconvertlble 
Nonconvertlble 

Nonconvertlble 

Page 55 of 56 

Redemptlon Features 

<C> 
N/A 

Redeemable at 
Redeemable at 
Redeemable at 

optlon 
optlon 
optlon 

Cannot be redeemed prlor to 
10/15/2002. Redeemable at our 
optlon after 10/15/2002 ln 

whole or ln part at $25.00 per 
desposltary share plus accrued 
and unpald dlvldends. 
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</TABLE< 

<TABLE> 
<CAPTION> 

Stock 

Net Shares Outstandlng 
---------------------------

2000 1999 
------------- ------------

Shareholders of Record 2000 Market Prlce 
----------------------- ------------------

2000 1999 Hlgh Low 

<S< <C< <C< <C< <C< <C< <C< 
Common ......•..................... 

5% Cumulat1ve Preferred .......... . 
$4.50 Cumulat1ve Preferred ....... . 
$4.30 Cumulat1ve Preferred ....... . 
8 1/4% Cumulat1ve Preferred, 

Ser1es 1992-A ................. . 

</TABLE< 

<TABLE> 
<CAPTION> 
Year ended December 31, unless 
otherw1se 1nd1cated 

<S< 
Market Value Shares of Common 
Stock (Hlgh-Low pr1ces on NYSE) 
F1rst Quarter ....................... . 
Second Quarter ...................... . 
Th1rd Quarter ....................... . 
Fourth Quarter ...................... . 
Yearly Range ........................ . 
Year-end close ...................... . 
Compos1te common shares traded ...... . 
Average da1ly volume ................ . 

471,019,659 467' 911' 445 23,018 
407,718 407,718 1' 25 4 
103,976 103,976 269 
836,585 836,585 5 42 

2,000,000 2,000,000 228 
------------ ----------

2000 1999 

<C< <C< 

39 3/16-29 1/2 46 11/16-38 11/16 
48 3/16-37 5/8 52 5/16-42 
57 7/16-41 50 3/16-36 3/16 
56 15/16-43 7/8 48 -35 13/16 
57 7/16-29 1/2 52 5/16-35 13/16 
55 37 1/4 

408,751,400 390,575,200 
1,622,029 1,549,902 

19,991 57 7/16 $29 1/2 
1,363 37 29 

288 65 1/4 50 
592 62 5/8 50 

25 8 26 5/8 25 1/4 
---------

1998 1997 

<C< <C< 

47 51/64-37 45/64 36 5/64-28 1/3 
52 9/16-41 43/64 39 9/64-26 13/64 
53 11/16-35 1/4 43 1/3-36 9/64 
40 1/2-23 43 7/32-36 1/8 
53 11/16-23 43 1/3-26 13/64 
39 5/8 42 35/64 

454,878,500 302,551,200 
1,805,073 1,195,854 

------------- --------------- ---------------- ---------------
Shares Outstandlng at December 31 
r:ommon. 

9 1/2% Preferred, Serles 1991-A/1/ .. . 
5% Cumulatlve Preferred/2/ .......... . 
$4.50 Cumulatlve Preferred/2/ ....... . 
$4.30 Cumulatlve Preferred/2/ ....... . 
8 1/4% Cumulatlve Preferred 

Serles 1992-A/1/ ................. . 
7.35% Preferred, Serles 1993-A/1/ ... . 

Shareholders of Record at December 31 
Common .............................. . 
9 1/2% Preferred, Serles 1991-A/1/ .. . 
5% Cumulatlve Preferred/2/ .......... . 
$4.50 Cumulatlve Preferred/2/ ....... . 
$4.30 Cumulatlve Preferred/2/ ....... . 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A/1/ ................. . 
7.35% Preferred, Serles 1993-A/1/ ... . 

Total ............................... . 

</TABLE< 

/1/ Per deposltary share. 

471,019,fi59 

407,718 
103,976 
836,585 

2,000,000 

23,018 

1' 25 4 
269 
5 42 

228 

25,311 

4fi7,911 ,445 

407,718 
103,976 
836,585 

2,000,000 

19,991 

1' 363 
288 
5 92 

25 8 

22,492 

/2/ The 5%, $4.50 and $4.30 Cumulatlve Preferred Stock was lssued by Household 
to replace Beneflclal preferred stock outstandlng at the tlme of the 
merger. The lnformatlon presented for these preferred shares lS for the 
perlod subsequent to the merger. 

</TEXT< 
< / DOCUMENT< 

407,718 
103,976 
836,585 

2,000,000 

20,584 

1,329 
283 
380 

309 

22' 8 85 

4Wi,351 ,517 

2,000,000 
4,000,000 

10,239 

356 
247 

10,842 
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1999 Market Prlce 
------------------

Hlgh Low 

<C< <C< 
$52 5/16 $35 13/16 

46 1/2 28 
84 7/8 60 
85 1/4 60 

29 25 7/16 

1996 

<C< 

23 53/64-17 1/3 
25 1/2-21 
27 31/32-22 53/64 
32 23/32-27 1/2 
32 23/32-17 1/3 
30 3/4 

211,903,500 
834,267 

-----------------

457,4?7,951 
5,500,000 

2,000,000 
4,000,000 

11,147 
690 

408 
290 

12,535 
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(Mark One) 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washlngton, D.C. 20549 

FORM 10-K 

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d 
OF THE SECURITIES EXCHANGE ACT OF 1934 

For the flscal year ended December 31, 2001 

OR 

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) 
OF THE SECURITIES EXCHANGE ACT OF 1934 

For the transltlon perlod from to 

Commlsslon flle number 1-8198 

Household Internatlonal, Inc. 
(Exact name of reglstrant as speclfled ln lts charter) 

Delaware 36-3121988 
(Otate of lncorporatlon) (l.K.O. Employer ldentlflcatlon No.) 

2700 Sanders Road 
Prospect Helghts, Illlnols 

(Address of prlnclpal executlve offlces) 

60070 
(Zlp Code) 

Reglstrant's telephone number, lncludlng area code: (847) 564-5000 
Securltles reglstered pursuant to Sectlon 12(b) of the Act: 

<TABLE> 
<CAPTION> 

<S> 

Tltle of each class 

<C> 

Name of each exchange 
on whlch reglstered 

Page 1 of20 

Common Stock, $1 par value New York Stock Exchange and Chlcago Stock Exchange 
Serles A Junlor Partlclpatlng Preferred Stock 

Purchase Rlghts (attached to and transferable only 
wlth the Common Stock) 

5% Cumulatlve Preferred Stock 
$4.50 Cumulatlve Preferred Stock 
$4.30 Cumulatlve Preferred Stock 

New York Stock Exchange 
New York Stock Exchange 
New York Stock Exchange 
New York Stock Exchange 

Deposltary Shares (each representlng one-fortleth 
share of 8 1/4% Cumulatlve Preferred Stock, Serles 
1992-A, no par, $1,000 stated value) 

Deposltary Shares (each representlng one-fortleth 
share of 7.50% Cumulatlve Preferred Stock, Serles 
2001-A, no par, $1,000 stated value) 

Guarantee 
Guarantee 
Guarantee 
Guarantee 
Guarantee 
</TABLE> 

of 
of 
of 
of 
of 

8.25% Preferred Securltles of Household Capltal Trust I 
7.25% Preferred Securltles of Household Capltal Trust IV 
10.00% Preferred Securltles of Household Capltal Trust V 
8.25% Preferred Securltles of Household Capltal Trust VI 
7.50% Preferred Securltles of Household Capltal Trust VII 

Securltles reglstered pursuant to Sectlon 12(g) of the Act: 
None 

New York 

New York 
New York 
New York 
New York 
New York 
New York 

Indlcate by check mark whether the reglstrant (1) has flled all reports 
requlred to be flled by Sectlon 13 or 15(d) of the Securltles Exchange Act of 
1934 durlng the precedlng 12 months (or for such shorter perlod that the 
registrant was required to file such reports), and (2) has been subject to such 
flllng requlrements for the past 90 days. Yes [X] No [ ] 

Indlcate by check mark lf dlsclosure of dellnquent fllers pursuant to Item 
405 of Regulatlon S-K lS not contalned hereln, and Wlll not be contalned, to 
the best of reglstrant's knowledge, ln deflnltlve proxy or lnformatlon 
statements lncorporated by reference ln Part III of thls Form 10-K or any 
amendment to thl s Form 10- K. [X] 

The aggregate market value of the votlng common stock held by nonafflllates 
of the reglstrant at March 8, 2002 was approxlmately $27.347 bllllon. The 
number of shares of the reglstrant's common stock outstandlng at March 8, 2002 

Stock Exchange 

Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 
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was 456,539,863. 

DOCUMENTS INCORPORATED BY REFERENCE 
Certaln portlons of the reglstrant's 2001 Annual Report to Shareholders for 

the flscal year ended December 31, 2001: Parts I, II and IV. 

Certaln portlons of the reglstrant's deflnltlve Proxy Statement for lts 2002 
Annual Meetlng of Stockholders: Part III. 

<PAGE> 

<TABLE> 
<CAPTION> 
PART/Item No. 

<S> 
PART I. 

Item 1. 

Item 2. 
Item 3. 
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PART II. 
Item 5. 
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Item 7. 

Item 7A. 
Item 8. 
Item 9. 
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Item 10. 

Item 11. 
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PART I. 

Item 1. Buslness. 

General 

Household Internatlonal, Inc. (''Household'') lS prlnclpally a non-operatlng 
holdlng company. Household's subsldlarles prlmarlly provlde mlddle-market 
consumers wlth several types of loan products ln the Unlted States, the Unlted 
Klngdom and Canada. Household and lts subsldlarles (lncludlng the operatlons of 
Beneflclal Corporatlon (' 'Beneflclal' ') whlch we acqulred ln 1998) may also be 
referred to ln thls Form 10-K as ''we,'' ''us'' or ''our.'' We offer real 
estate secured loans, auto finance loans, MasterCard/*/ and Visa/* credit 
cards, prlvate label credlt cards, tax refund antlclpatlon loans, retall 
lnstallment sales flnance loans and other types of unsecured loans, as well as 
credlt and speclalty lnsurance products. At December 31, 2001, we had 
approxlmately 32,000 employees and over 50 mllllon actlve customer accounts. 

Household was created as a holdlng company ln 1981 as a result of a 
shareholder approved restructurlng of Household Flnance Corporatlon (' 'HFC' '), 
whlch was establlshed ln 1878. Our operatlonal focus lS on those areas of 
consumer flnanclal servlces that we belleve offer us the best opportunlty to 
achleve approprlate rlsk-ad]usted returns on our capltal. From late 1994 
through 1997 we exlted from several buslnesses that were provldlng lnsufflclent 
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returns on our lnvestment, such as our flrst mortgage orlglnatlon and servlclng 
buslness ln the Unlted States and Canada, our lndlvldual llfe and annulty 
buslness, our consumer branch banklng buslness, and our student loan buslness. 
Slnce 1997 we have: 

strengthened our branch-based consumer lendlng operatlon and prlvate label 
credlt card buslnesses wlth selected acqulsltlons, lncludlng Transamerlca 
Flnanclal Servlces Holdlng Company ln 1997 and Beneflclal ln 1998; 

expanded lnto the Unlted States nonprlme auto lendlng lndustry, 
prlnclpally wlth the acqulsltlon of ACC Consumer Flnance Corporatlon ln 
1997; 

reposltloned our Unlted States MasterCard and Vlsa credlt card buslness to 
de-emphaslze undlfferentlated credlt card programs and focus on co-branded 
and afflnlty relatlonshlps. In addltlon, we lnltlated secured and 
unsecured credlt card programs to target nonprlme consumers through the 
acqulsltlon of Renalssance Holdlngs, Inc. ln 2000; 

developed addltlonal dlstrlbutlon channels for our products, such as 
through the Internet and co-brandlng opportunltles wlth retall merchants 
and servlce provlders, and; 

created a buslness to acqulre nonconformlng mortgage loans orlglnated by 
unafflllated thlrd party lenders and to orlglnate loans through thlrd 
party brokers. Thls buslness allows us to access new customers and 
leverage our orlglnatlon and servlclng capabllltles ln the Unlted States. 

2001 Developments. The followlng buslness developments occurred durlng 2001: 

As a result of the adverse economlc envlronment experlenced ln the Unlted 
States, we emphaslzed credlt management to mltlgate credlt losses ln the 
consumer loan products we offer. To accompllsh thls goal we: 

focused on growth real estate secured loans, whlch hlstorlcally 
have had a lower loss rate as compared to our other loan products; 
lncreased the number of collectors wlthln our buslness unlts to 5,000; 
reduced ''open-to-buy'' credlt llnes of selected customers ln our 
Unlted States MasterCard and Vlsa credlt card buslness; 
strengthened real-tlme monltorlng of account performance and our rlsk 
modellng capabllltles to better predlct future account performance; 
and 
tlghtened loan underwrltlng standards by ralslng requlred credlt 
scores. 

MasterCard lS a reglstered trademark of MasterCard Internatlonal, 
Incorporated and VISA lS a reglstered trademark of VISA USA, Inc. 
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We contlnued to take advantage of consolldatlon ln the consumer lendlng 
lndustry by purchaslng portfollos of consumer recelvables. These portfollo 
purchases permlt us to access addltlonal customers for cross-selllng 
opportunltles to facllltate growth. 

We expanded our mortgage servlces buslness and lncreased our presence ln 
the Unlted States non-conformlng mortgage lendlng market to take advantage 
of reduced competltlon. 

We strengthened all of our capltal ratlos through cash generatlon of $2.7 
bllllon from our buslnesses and the lssuance of preferred securltles. We 
emphaslzed our commltment to malntalnlng our current lnvestment grade 
ratlngs. 

We contlnued the dlverslflcatlon of our fundlng base by lSSUlng real 
estate secured asset-backed securltles and expandlng our presence globally 
wlth offerlngs ln Japan, Australla and Europe. 

We completed the transfer of the recelvables and account relatlonshlps 
assoclated wlth the Goldflsh credlt card program ln the Unlted Klngdom to 
our JOlnt venture partner, Centrlca. The transfer was made pursuant to a 
negotlated agreement provldlng for the orderly termlnatlon of thls 
co-brandlng relatlonshlp. 

We developed and publlshed responslble lendlng best practlce lnltlatlves 
to evldence our commltment to ensure that our customers are treated falrly 
ln thelr relatlonshlps wlth Household. Throughout 2002 we Wlll contlnue to 
monltor our buslness practlces and Wlll make modlflcatlons, as 
approprlate, to keep Household as a leader ln efforts to ellmlnate 
''predatory'' lendlng practlces throughout the Unlted States. 

Consumers resldlng ln the state of Callfornla account for 15% of our managed 
Unlted States recelvables. We also have slgnlflcant concentratlons of managed 
consumer recelvables ln Florlda (7%), New York (7%), Texas (6%), Ohlo (5%) and 
Pennsylvanla (5%). No other state accounts for 5% or more of our recelvables. 
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Our summary flnanclal lnformatlon lS set forth ln our Annual Report to 
Shareholders (the ''2001 Annual Report''), portlons of whlch are lncorporated 
hereln by reference. See Exhlblt 13 of thls Form 10-K. Our products, operatlng 
markets and marketlng methods are descrlbed under ''Operatlons'' below. Flnanclal 
lnformatlon and other statlstlcal data provlded ln thls Form 10-K are for the 
year 2001 or as of December 31, 2001, respectlvely, unless otherwlse noted. 

Operatlons 

Our operatlons are dlvlded lnto three reportable segments: Consumer, Credlt 
Card Servlces, and Internatlonal. Our Consumer segment lncludes our consumer 
lendlng, mortgage servlces, retall servlces and auto flnance buslnesses. Our 
Credlt Card Servlces segment lncludes our domestlc MasterCard and Vlsa credlt 
card buslness. Our Internatlonal segment lncludes our forelgn operatlons ln the 
Unlted Klngdom and Canada. Informatlon about buslnesses or functlons that are 
not slgnlflcant or lnvolve multlple segments, such as our lnsurance servlces, 
refund lendlng, dlrect lendlng and commerclal operatlons, as well as our 
corporate and treasury actlvltles, are lncluded under the ''All Other'' captlon 
wlthln our segment dlsclosure. 

We monltor our operatlons and evaluate trends on a managed basls whlch 
assumes that securltlzed recelvables have not been sold and are stlll on our 
balance sheet. We manage our operatlons on a managed basls because the 
recelvables that we securltlze are subJected to underwrltlng standards 
comparable to our owned portfollo, are servlced by operatlng personnel wlthout 
regard to ownershlp and result ln a slmllar credlt loss exposure for us. In 
addltlon, we fund our operatlons, revlew our operatlng results and make 
declslons about allocatlng resources, such as employees and capltal, on a 
managed basls. 

General 

Across all reportable segments, we generally serve nonconformlng or nonprlme 
consumers. Such customers are lndlvlduals who have llmlted credlt hlstorles, 
modest lncome, hlgh debt-to-lncome ratlos or have experlenced credlt problems 
caused by occaslonal dellnquencles, prlor chargeoffs or other credlt related 
actlons. These customers generally have hlgher dellnquency and credlt loss 
probabllltles and are charged a hlgher lnterest rate to compensate us for the 
addltlonal rlsk. In our MasterCard and Vlsa buslness, our retall servlces 
buslness and our mortgage servlces buslness we also serve prlme consumers 
elther through co-brandlng relatlonshlps or mortgage brokers. 

<PAGE> 

We have taken substantlal measures to enhance the profltablllty and lmprove 
operatlonal control of our buslnesses. We use our centrallzed underwrltlng, 
collection and processing functions to adapt our credit standards and 
collectlon efforts to natlonal or reglonal market condltlons. Our underwrltlng, 
loan admlnlstratlon and collectlon functlons are supported by hlghly automated 
systems and processlng facllltles. Our centrallzed collectlon system lS 
augmented by personallzed early collectlon efforts. Maxlmlzlng our technology 
and otherwlse streamllnlng our operatlons and reduclng our costs has enabled us 
to lmprove our efflclency through speclallzatlon and economles of scale and 
allows us to operate more efflclently than most of our competltors. 

We servlce each customer wlth a focus to understand that customer's personal 
flnanclal needs. We recognlze that lndlvlduals may not be able to tlmely meet 
all of thelr flnanclal obllgatlons. Our goal lS to asslst consumers ln 
transltlonlng through flnanclally dlfflcult tlmes ln order to expand that 
customer's relatlonshlp wlth Household. As a result, our pollcles are deslgned 
to be flexlble to maxlmlze the collectlblllty of our loans whlle not lncurrlng 
excesslve collectlon expenses on loans that have a hlgh probablllty of belng 
ultlmately uncollectlble. Cross-selllng of products, proactlve credlt 
management, ''hands-on'' customer care and targeted product marketlng are means 
we use to retaln customers and grow our buslness. 

Consumer 

Our consumer lendlng buslness lS one of the largest subprlme home equlty 
orlglnators ln the Unlted States as ranked by Inslde B&C Lendlng. Thls buslness 
has approxlmately 1,400 branches located ln 46 states, 3.2 mllllon open 
customer accounts, $39.5 bllllon ln managed recelvables and 13,000 employees. 
It is marketed under both the HFC and Beneficial brand names, each of which 
caters to a sllghtly dlfferent type of customer ln the mlddle-market 
populatlon. Both brands offer secured and unsecured loan products, such as 
flrst and second llen posltlon closed-end mortgage loans, open-end home equlty 
loans, personal non-credlt card loans, lncludlng personal homeowner loans (a 
secured hlgh loan-to-value product that we underwrlte and treat llke an 
unsecured loan), and sales flnance contracts. These products are marketed 
through our retall branch network, dlrect mall, telemarketlng, strateglc 
alllances and Internet sourced appllcatlons and leads. 

Our mortgage servlces buslness purchases nonconformlng flrst and second llen 
posltlon resldentlal mortgage loans, lncludlng open-end home equlty loans, from 
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a network of over 200 unafflllated thlrd party lenders (l.e., correspondents). 
Thls buslness has approxlmately $18.1 bllllon ln managed recelvables, 240,000 
actlve customer accounts and 1,600 employees. These purchases are elther "flow" 
acqulsltlons (l.e., loan by loan) or ''bulk'' acqulsltlons (l.e., pools of 
loans), and are made based on our speclflc underwrltlng guldellnes. We offer 
forward commltments to selected correspondent lenders to strengthen our 
relatlonshlp wlth these lenders and to create a sustalnable growth channel for 
thls buslness. Declslon One Mortgage Company, LLC, a subsldlary of Household, 
was purchased ln 1999 to asslst us ln understandlng the product needs of 
mortgage brokers and trends ln the mortgage lendlng lndustry. Through 19 branch 
locatlons, Declslon One dlrectly orlglnates mortgage loans sourced by mortgage 
brokers. 

Accordlng to The Nllson Report, our retall servlces buslness lS the second 
largest provlder of thlrd party prlvate label credlt cards ln the Unlted States 
based on managed recelvables outstandlng. Our retall servlces buslness has over 
65 actlve merchant relatlonshlps wlth approxlmately $11.6 bllllon ln managed 
recelvables, 9.9 mllllon actlve customer accounts and 2,200 employees. 
Approxlmately 32 percent of our retall servlces recelvables are ln the 
furnlture lndustry, 30 percent are ln the consumer electronlcs lndustry, 16 
percent are ln the powersports vehlcle (snowmoblles, personal watercraft, ATV's 
and motorcycles) lndustry and approxlmately 13 percent are ln the home products 
or home lmprovement lndustry. These products are generated through merchant 
retall locatlons, merchant catalog and telephone sales, appllcatlon dlsplays, 
dlrect mall and Internet appllcatlons. 

Our auto flnance buslness purchases, from a network of approxlmately 4,500 
actlve dealer relatlonshlps, retall lnstallment contracts of consumers who do 
not have access to tradltlonal, prlme-based lendlng sources. We also orlglnate 
and reflnance auto loans through dlrect mall sollcltatlons, alllance partners 
and the Internet. Thls buslness has approxlmately $6.4 bllllon ln managed 
recelvables and 2,000 employees. Approxlmately 75% of our auto flnance 
recelvables are secured by ''used'' vehlcles versus ''new'' vehlcles. We have 
focused on the 
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development of Internet optlons (the HAF Superhlghway) for our dealer network 
to create a mechanlsm to enable these dealers to process customer appllcatlons 
and recelve automated credlt declslons ln mlnutes. Coupled wlth a centrallzed 
underwrltlng and fundlng buslness model, we belleve the use of the HAF 
Superhlghway Wlll enable our auto flnance buslness to respond more qulckly and 
provlde better servlce than our competltors. 

Credlt Card Servlces 

Our Credlt Card Servlces buslness lncludes our MasterCard and Vlsa 
receivables in the United States, including The GM Card(R), the AFL-CIO Union 
Plus(R) (''UP'') credlt card, a Household Bank branded card, and the Orchard Bank 
card. Accordlng to The Nllson Report thls buslness lS the elghth largest lssuer 
of MasterCard or Vlsa credlt cards ln the Unlted States (based on recelvables) 
wlth approxlmately $17.2 bllllon ln managed recelvables, 19.9 mllllon customer 
accounts and 5,000 employees. The GM Card(R), a co-branded credlt card lssued 
as part of our alllance wlth General Motors Corporatlon ("GM"), enables 
customers to earn dlscounts on the purchase or lease of a new GM vehlcle. The 
UP card program wlth the AFL-CIO provldes beneflts and servlces to members of 
approxlmately 60 natlonal and lnternatlonal labor unlons. The Household Bank 
and Orchard Bank branded credlt cards offer speclallzed credlt card products to 
consumers underserved by tradltlonal provlders or are marketed ln conJunctlon 
wlth merchant relatlonshlps establlshed through our retall servlces buslness. 

Our MasterCard and Vlsa buslness lS generated prlmarlly through dlrect mall, 
telemarketlng, Internet appllcatlons, appllcatlon dlsplays, promotlonal 
actlvlty assoclated wlth our afflnlty and co-brandlng relatlonshlps, mass-medla 
advertlsement (The GM Card(R) ), and merchant relatlonshlps sourced through our 
retall servlces buslness. We also cross-sell our credlt cards to our exlstlng 
consumer lendlng and retall servlces customers as well as our refund lendlng 
customers. 

Although our relatlonshlps wlth GM and the AFL-CIO enable us to access a 
proprletary customer base, ln accordance wlth our agreements wlth these 
lnstltutlons Household owns all recelvables orlglnated under the programs and 
lS responslble for all credlt and collectlon declslons as well as the fundlng 
for the programs. These programs are not dependent upon any payments, 
guarantees or credlt support from these lnstltutlons. As a result, we are not 
dlrectly dependent upon GM or the AFL-CIO for any speclflc earnlngs stream 
assoclated wlth these programs. We belleve we have a strong worklng 
relatlonshlp wlth GM and the AFL-CIO and we do not antlclpate, and are not 
aware of, any event that has occurred, or lS expected to occur ln the near 
term, that would allow the partles to these agreements to termlnate thelr 
relatlonshlp. 

Internatlonal 

Our Unlted Klngdom buslness lS a mld-market consumer lender focuslng on 
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customer servlce through lts branch locatlons, and consumer electronlcs through 
lts retall flnance operatlons. Thls buslness offers secured and unsecured llnes 
of credlt, secured and unsecured closed-end loans, retall flnance products, 
lnsurance products and credlt cards (lncludlng the GM Card(R) from Vauxhall and 
marbles(TM), an Internet enabled credlt card). We operate ln England, Scotland, 
Wales, Northern Ireland, and the Republlc of Ireland. In 2001 we opened an 
offlce ln Hungary to facllltate the expanslon plans of one of our U.K. merchant 
alllances. We expect to contlnue our expanslon lnto Central Europe wlth thls 
alllance ln 2002 wlth operatlons ln the Czech Republlc and Poland. Loans held 
by our Unlted Klngdom operatlon are orlglnated through a branch network 
conslstlng of 155 HFC and 62 Beneflclal Flnance branches, merchants, dlrect 
mall, broker referrals and the Internet. Thls buslness has approxlmately $5.8 
bllllon ln managed recelvables and 3,800 employees. 

Our Canadlan buslness was acqulred by Household ln 1933 and offers consumer 
real estate secured and unsecured llnes of credlt, secured and unsecured 
closed-end loans, lnsurance products, revolvlng credlt, prlvate label credlt 
cards and retall flnance products to mlddle- to low lncome famllles. In 
addltlon, through lts trust operatlons, our Canadlan buslness accepts deposlts. 
These products are marketed through 109 branch offlces ln 10 provlnces, dlrect 
mall, telemarketlng, 95 merchant relatlonshlps and the Internet. Thls buslness 
has approxlmately $1.4 bllllon ln managed recelvables, 680,000 customer 
accounts and 930 employees. 

<PAGE> 

All Other 

Through our lnsurance servlces operatlon, Household offers credlt llfe, 
credlt accldent, health and dlsablllty, unemployment, property, term llfe, 
collateral protectlon and speclalty lnsurance products to our customers. Such 
products currently are offered throughout the Unlted States and Canada and are 
targeted toward those custorners t-yplcally under-lnsured by tradl tlonal sources. 
The purchaslng of lnsurance products are never a condltlon to any credlt or 
loan granted by Household. Insurance lS dlrectly wrltten by or relnsured wlth 
one or more of our subsldlarles. 

Our refund lendlng buslness lS one of the largest provlders of consumer tax 
refund lendlng ln the Unlted States. We have approxlmately 3,500 tax preparer 
relatlonshlps coverlng approxlmately 12,000 outlets (lncludlng 9,000 H&R Block 
locatlons). We provlde loans to customers who are entltled to tax refunds and 
who electronlcally flle thelr lncome tax returns wlth the Internal Revenue 
Servlce. Thls buslness lS seasonal wlth most revenues generated ln the flrst 
three months of each calendar year. The maJOrlty of customers who use thls 
product are renters wlth household lncomes of less than $25,000 who are 
entltled to refunds of greater than $2,000. In 2001 we orlglnated approxlmately 
6.4 mllllon accounts and generated a loan volume of approxlmately $8.4 bllllon. 

Dlrect lendlng was formed to flnd new markets for Household's exlstlng 
consumer loan and loan-related products, develop new product offerlngs, and 
test alternatlve (l.e., non-branch) dlstrlbutlon channels. The areas of 
speclflc focus for dlrect lendlng lnclude the Internet, alllance programs wlth 
other lenders to provlde nonprlme/nonconformlng products to thelr customers, 
dlrect mall lnltlatlves and non-homeowners. Dlrect lendlng has approxlmately 
$360 mllllon ln managed recelvables and 140 employees. 

Our commerclal operatlons are very llmlted ln scope and are expected to 
contlnue to decllne. They manage the llquldatlon of the commerclal loan 
recelvables whlch were part of our commerclal lendlng portfollo that was 
dlscontlnued ln the early 1990's. They also selectlvely lnvest ln tax 
advantaged low lncome houslng proJects to support communlty home ownershlp 
lnltlatlves whlle allowlng us to obtaln federal or state tax beneflts. We have 
approxlmately $440 mllllon ln managed recelvables and 15 employees ln thls 
group. 

Fundlng 

As a flnanclal servlces organlzatlon, we must have access to funds at 
competltlve rates, terms and condltlons to be successful. Household's long-term 
debt, together wlth that of HFC, Beneflclal, and our Canadlan and U.K. 
subsldlarles, as well as the preferred stock of Household, have been asslgned 
lnvestment grade ratlngs by all natlonally recognlzed statlstlcal ratlng 
organlzatlons that rate such lnstruments. These organlzatlons have also rated 
the commercial paper of HFC in their highest rating category. For a detailed 
llstlng of the ratlngs that have been asslgned to Household and our slgnlflcant 
subsldlarles, see Exhlblt 99(b) to thls Form 10-K. Although one natlonally 
recognlzed statlstlcal ratlng organlzatlon recently downgraded the long-term 
debt of HFC to the correspondlng levels of the other agencles, we belleve thls 
downgrade Wlll not have any meanlngful lmpact on our ablllty to fund our 
operatlons. We are commltted to malntalnlng our current lnvestment grade 
ratlngs. 

We have funded our operatlons globally and domestlcally, uslng a comblnatlon 
of capltal market debt and equlty, deposlts and securltlzatlons. Although we 
have ln the past utlllzed our banklng subsldlarles as a means to provlde 
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deposlt fundlng to support some of our operatlons, due to recent regulatory 
requlrements for addltlonal capltal to support nonprlme and subprlme lendlng 
actlvltles, we do not belleve that such sources Wlll be actlvely utlllzed ln 
the near term. We do not antlclpate that the reductlon ln the use of our 
banklng subsldlarles as a fundlng vehlcle for our buslnesses Wlll have any 
materlal effect on our operatlons or our ablllty to tlmely fund our operatlons, 
or Wlll materlally lncrease the costs assoclated wlth our fundlng. We Wlll 
contlnue to fund our operatlons ln the global capltal markets, prlmarlly 
through the use of securltlzatlons, commerclal paper, bank llnes, medlum-term 
notes and long-term debt. We also Wlll contlnue to use derlvatlve flnanclal 
lnstruments to hedge our currency and lnterest rate rlsk exposure. A 
descrlptlon of our use of derlvatlve flnanclal lnstruments, 
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lncludlng lnterest rate swaps, forelgn exchange contracts, and other 
quantltatlve and qualltatlve lnformatlon about our market rlsk lS set forth ln 
our Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results of 
Operatlons (''2001 MD&A'') under the captlon ''Rlsk Management'', and Footnotes 10 
and 14 of our consolldated flnanclal statements (''2001 Flnanclal Statements''), 
lncluded ln our 2001 Annual Report whlch are lncluded ln Exhlblt 13 to thls 
Form 10-K. We also malntaln an lnvestment portfollo whlch at year-end 2001 was 
approxlmately $3.6 bllllon. Approxlmately $2.1 bllllon of such lnvestment 
securltles were held by our lnsurance subsldlarles. 

Securltlzatlons and secured flnanclngs of consumer recelvables have been, 
and Wlll contlnue to be, a slgnlflcant source of our llquldlty. Durlng 2001, we 
securltlzed approxlmately $5.5 bllllon of recelvables compared to $7.0 bllllon 
ln 2000 and $5.2 bllllon ln 1999. We securltlze auto flnance, MasterCard and 
Vlsa credlt card, prlvate label credlt card and personal non-credlt card 
recelvables. In addltlon, durlng 2001 and 1999 we lssued securltles backed by 
dedlcated real estate secured recelvables ln transactlons structured for 
accountlng purposes as secured flnanclngs. The aggregate balance of the real 
estate secured recelvables supportlng those transactlons was $1.6 bllllon ln 
2001 and $530 mllllon ln 1999. Based on our current lnvestment grade ratlngs, 
we have no reason to belleve that we Wlll not be able to tlmely access the 
securltlzatlon and secured fundlng markets to support our operatlons. 

In the securltlzatlons and secured flnanclng transactlons, Household sells a 
dedlcated pool of recelvables to a wholly-owned bankruptcy remote speclal 
purpose entlty for cash, whlch, ln turn, asslgns the recelvables to an 
unafflllated trust that lS a quallfylng speclal purpose entlty under Statement 
of Flnanclal Accountlng Standards No. 125 and/or 140, as appllcable. Household 
contlnues to servlce the recelvables and recelves a servlclng fee. 

In connectlon wlth each transactlon, we obtaln oplnlons from natlonally 
known law flrms that the transfer of the recelvables to the speclal purpose 
entity qualifies as a ''true sale'' for legal purposes and that the entity would 
not be ''substantlvely consolldated'' lnto any bankruptcy estate of the 
transferor. 

Generally, ln connectlon wlth these transactlons we utlllze credlt 
enhancement to obtaln the hlghest lnvestment grade ratlngs on the securltles to 
be lssued by the securltlzatlon trust. Although many forms of enhancement are 
avallable, we typlcally asslgn loans ln excess of the prlnclpal balance of the 
securltles to be lssued by the trust. Cash flow from thls 
''overcollaterallzatlon'' and servlclng fees to be pald to us ln connectlon wlth 
the transactlon may be used to reduce the outstandlng balance of these 
securltles and/or may be used to fund a cash account that lS avallable to make 
payments on the securltles ln the event monthly collectlons on the recelvables 
are lnsufflclent to pay the lnvestors thelr contractual return. Therefore, our 
recourse lS llmlted to our rlghts to future cash flows and any subordlnated 
lnterests we may retaln. At December 31, 2001, we had $968.2 mllllon ln 
lnterest-only strlp recelvables at-rlsk should these transactlons not perform 
as expected. Based on hlstorlcal performance, we do not antlclpate any materlal 
loss due to performance of any securltlzed or secured fundlng pool of 
recelvables. 

The llmlted operatlons of each securltlzatlon trust are admlnlstered by an 
unafflllated flnanclal lnstltutlon and are governed by a trust agreement that 
llmlts the trust's permlsslble actlvltles to those deflned ln the agreement. 
The holders of the securltles lssued by each trust have the rlght to pledge or 
transfer thelr lnterests. 

Addltlonal lnformatlon on our sources and avallablllty of fundlng are 
lncorporated by reference to the ''Llquldlty and Capltal Resources'' and ''Asset 
Securltzatlons" sectlons of our 2001 MD&A ln the 2001 Annual Report whlch are 
lncluded ln Exhlblt 13 to thls Form 10-K. 

Regulatlon and Competltlon 

Regulatlon 

Consumer Lendlng. Our consumer flnance buslnesses operate ln a hlghly 
regulated envlronment. These buslnesses are subJect to laws relatlng to 
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dlscrlmlnatlon ln extendlng credlt, use of credlt reports, prlvacy matters, 
dlsclosure of credlt terms and correctlon of bllllng errors. They also are 
subJect to certaln regulatlons and 

<PAGE> 

leglslatlon that llmlt thelr operatlons ln certaln JUrlsdlctlons. For example, 
llmltatlons may be placed on the amount of lnterest or fees that a loan may 
bear, the amount that may be borrowed, the types of actlons that may be taken 
to collect or foreclose upon dellnquent loans or the lnformatlon about a 
customer that may be shared. Our consumer branch lendlng offlces are generally 
llcensed ln those JUrlsdlctlons ln whlch they operate. Such llcenses have 
llmlted terms but are renewable, and are revocable for cause. Fallure to comply 
wlth these laws and regulatlons may llmlt the ablllty of our llcensed lenders 
to collect or enforce loan agreements made wlth consumers and may cause 
Household to be llable for damages and penaltles. 

There has been a slgnlflcant amount of leglslatlve actlvlty, natlonally, 
locally and at the state level, almed at curblng lendlng abuses deemed to be 
''predatory''. A predatory loan or lendlng practlce lS not a legally deflned term 
and does not have a commonly recognlzed deflnltlon. Most leglslatlve actlvlty 
ln thls area targets certaln abuslve practlces such as loan ''fllpplng'' (maklng 
a loan to reflnance another loan where there lS no tanglble beneflt to the 
borrower), fee ''packlng'' (addltlon of unnecessary, unwanted and unknown fees to 
a borrower), ''equlty strlpplng'' (lendlng wlthout regard to the borrower's 
ablllty to repay or maklng lt lmposslble for the borrower to reflnance wlth 
another lender), and outrlght fraud. Household does not condone or endorse any 
of these practlces. We are worklng wlth regulators and consumer groups to 
create approprlate safeguards to ellmlnate these abuslve practlces whlle 
allowlng mlddle-market borrowers to contlnue to have unrestrlcted access to 
credlt for personal purposes, such as the purchase of homes, automoblles, and 
consumer goods. As part of thls effort we have adopted a set of lendlng best 
practlce lnltlatlves. These lnltlatlves, whlch rnay be rnodlfled fron1 
tlme-to-tlme, are dlscussed at our corporate web slte, www.household.com under 
the headlng "Customer Commltment". Notwlthstandlng these efforts, lt lS 
posslble that broad leglslatlve lnltlatlves Wlll be passed whlch Wlll lmpose 
addltlonal costs and rules on our buslnesses. Although we have the ablllty to 
react qulckly to new laws and regulatlons, lt lS too early to estlmate the 
effect, lf any, these actlvltles Wlll have on us ln a partlcular locallty or 
natlonally. 

Banklng Instltutlons. Household has banklng lnstltutlons that are chartered 
by elther the Offlce of Thrlft Supervlslon (' 'OTS'') or the Offlce of the 
Comptroller of the Currency ("OCC"). Slnce deposlts malntalned at our banklng 
lnstltutlons are lnsured by the Federal Deposlt Insurance Corporatlon ("FDIC"), 
the FDIC also has JUrlsdlctlon over those lnstltutlons and lS actlvely lnvolved 
ln revlewlng the flnanclal and managerlal strength of our banklng subsldlarles. 
Household is also a thrift holding company and is subject to regulation by the 
OTS. Our banklng lnstltutlons prlmarlly orlglnate recelvables ln our MasterCard 
and Vlsa credlt card buslness, our prlvate label buslness and our refund 
lendlng buslness. In addltlon, our thrlft orlglnates certaln flrst mortgage 
loans. The use of these lnstltutlons lmproves our operatlonal efflclencles as 
they are able to offer loan products wlth common characterlstlcs across the 
Unlted States. Generally, these banklng lnstltutlons sell the recelvables they 
orlglnate to non-banklng afflllates (also subsldlarles of Household) so that 
Household can manage all of lts customers wlth unlform pollcles, regardless 
through whlch legal entlty a loan was made. In addltlon, thls structure allows 
us to better manage the levels of regulatory capltal requlred to be malntalned 
at these banklng lnstltutlons. 

Our banklng lnstltutlons are subJect to capltal requlrements, regulatlons 
and guldellnes lmposed by the OTS, OCC and FDIC. For example, these 
lnstltutlons are subJect to federal regulatlons concernlng thelr general 
lnvestment authorlty as well as thelr ablllty to acqulre flnanclal 
lnstltutlons, enter lnto transactlons Wlth afflllates and pay dlvldends. Such 
regulatlons also govern the permlsslble actlvltles and lnvestments of any 
subsldlary of a bank. 

We have been advlsed by the OTS, OCC and FDIC that ln accordance wlth thelr 
2001 Guldance for Subprlme Lendlng Programs, they Wlll lmpose addltlonal 
capltal requlrements on lnstltutlons whlch hold nonprlme or subprlme assets 
that Wlll be greater than the hlstorlcal levels we have malntalned at our 
banklng lnstltutlons. Household and HFC have agreed wlth these regulators to 
maintain the regulatory capital of our institutions at these specified levels. 
To better manage the capltal levels that Wlll be lmposed, we have submltted to 
the OCC an appllcatlon to merge our three credlt card banks lnto one natlonally 
chartered lnstltutlon and are evaluatlng alternatlves to reduce the slze of our 
thrlft lnstltutlon. We do not expect that any of these actlons Wlll have a 
materlal adverse effect on our buslness or our flnanclal condltlon. 

<PAGE> 

Our banklng lnstltutlons are also subJect to the Federal Deposlt Insurance 
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Corporatlon Improvement Act of 1991 (' 'FDICIA'') and the Flnanclal Instltutlons 
Reform, Recovery, and Enforcement Act of 1989 (' 'FIRREA' '). Among other thlngs, 
FDICIA creates a flve-tlered system of capltal measurement for regulatory 
purposes, places llmlts on the ablllty of deposltory lnstltutlons to acqulre 
brokered deposlts, and glves broad powers to federal banklng regulators, ln 
partlcular the FDIC, to requlre undercapltallzed lnstltutlons to adopt and 
lmplement a capltal restoratlon plan and to restrlct or prohlblt a number of 
actlvltles, lncludlng the payment of cash dlvldends, whlch may lmpalr or 
threaten the capltal adequacy of the lnsured deposltory lnstltutlon. Federal 
banklng regulators may apply correctlve measures to an lnsured deposltory 
lnstltutlon, even lf lt lS adequately capltallzed, lf such lnstltutlon lS 
determlned to be operatlng ln an unsafe or unsound condltlon or engaglng ln an 
unsafe or unsound actlvlty. In addltlon, federal banklng regulatory agencles 
have adopted safety and soundness standards governlng operatlonal and 
managerlal actlvltles of lnsured deposltory lnstltutlons and thelr holdlng 
companles regardlng lnternal controls, loan documentatlon, credlt underwrltlng, 
lnterest rate exposure, asset growth and compensatlon. Under FIRREA, the FDIC 
may assess an afflllated lnsured deposltory lnstltutlon for the estlmated 
losses lncurred by the FDIC upon the default of any afflllated lnsured 
lnStltUtlon. 

Our prlnclpal Unlted Klngdom subsldlary (HFC Bank plc) lS subJect to 
overslght and regulatlon by the U.K. Flnanclal Servlces Authorlty ("FSA"). We 
have lndlcated our lntent to the FSA to malntaln the regulatory capltal of thls 
lnstltutlon at speclfled levels. We do not antlclpate that any capltal 
contrlbutlon Wlll be requlred for our Unlted Klngdom bank ln the near term. 

Insurance. Our credlt lnsurance buslness lS subJect to regulatory 
supervlslon under the laws of the states ln whlch lt operates. Regulatlons vary 
from state to state but generally cover llcenslng of lnsurance companles, 
premlum and loss rates, dlvldend restrlctlons, types of lnsurance that may be 
sold, permlsslble lnvestments, pollcy reserve requlrements, and lnsurance 
marketlng practlces. 

Cornpetl tlon 

The consumer flnanclal servlces lndustry ln whlch we operate lS hlghly 
fragmented and lntensely competltlve. We generally compete wlth banks, thrlfts, 
lnsurance companles, credlt unlons, mortgage lenders and brokers, flnance 
companles, securltles brokers and dealers, and other domestlc and forelgn 
flnanclal lnstltutlons ln the Unlted States, Canada and the Unlted Klngdom. We 
compete by expandlng our customer base through portfollo acqulsltlons or 
alllance and co-brandlng opportunltles, offerlng a varlety of consumer loan 
products, malntalnlng a strong servlce orlentatlon, aggresslvely controlllng 
expenses to be a low cost producer, and uslng data segmentatlon skllls to 
ldentlfy cross-selllng opportunltles between buslness unlts. 

Cautlonary Statement on Forward-Looklng Statements 

Certain matters discussed throughout this Form 10-K or in the information 
lncorporated hereln by reference constltutes forward-looklng statements wlthln 
the meanlng of the Prlvate Securltles Lltlgatlon Reform Act of 1995. In 
addltlon, we may make or approve certaln statements ln future flllngs wlth the 
Securltles and Exchange Commlsslon, ln press releases, or oral or wrltten 
presentatlons by representatlves of Household that are not statements of 
hlstorlcal fact and may also constltute forward-looklng statements. Words such 
as ''belleve'', ''expects'', ''estlmates'', ''targeted'', ''antlclpates'', ''goal'' and 
slmllar expresslons are lntended to ldentlfy forward-looklng statements but 
should not be consldered as the only means through whlch these statements may 
be made. These matters or statements Wlll relate to our future flnanclal 
condltlon, results of operatlons, plans, obJectlves, performance or buslness 
developments and Wlll lnvolve known and unknown rlsks, uncertalntles and other 
factors that may cause our actual results, performance or achlevements to be 
materlally dlfferent from that whlch was expressed or lmplled by such 
forward-looklng statements. Forward-looklng statements are based on our current 
Vlews and assumptlons and speak only as of the date they are made. Household 
undertakes no obllgatlon to update any forward-looklng statement to reflect 
subsequent clrcumstances or events. 

10 
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The lmportant factors, many of whlch are out of our control, whlch could 
affect our actual results and could cause our results to vary materlally from 
those expressed in public statements or documents are: 

changes ln laws and regulatlons, lncludlng attempts by local, state and 
natlonal regulatory agencles or leglslatlve bodles to control alleged 
''predatory'' lendlng practlces through broad lnltlatlves almed at lenders 
operatlng ln the nonprlme or subprlme consumer market; 

lncreased competltlon from well-capltallzed companles or lenders wlth 
access to government sponsored organlzatlons for our consumer segment 
whlch may lmpact the terms, rates, costs, or proflts hlstorlcally lncluded 
ln the loan products we offer or purchase; 
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changes ln accountlng pollcles, practlces or standards, as they may be 
adopted by regulatory agencles and the Flnanclal Accountlng Standards 
Board; 

changes ln overall economlc condltlons, lncludlng the lnterest rate 
envlronment ln whlch we operate, the capltal markets ln whlch we fund our 
operatlons, the market values of consumer owned real estate throughout the 
Unlted States, recesslon, employment and currency fluctuatlons; 

consumer perceptlon of the avallablllty of credlt, lncludlng prlce 
competltlon ln the market segments we target and the ramlflcatlons or ease 
of flllng for personal bankruptcy; 

the effectlveness of models or programs to predlct loan dellnquency or 
loss and lnltlatlves to lmprove collectlons ln all buslness areas; 

contlnued consumer acceptance of our dlstrlbutlon systems and demand for 
our loan or lnsurance products; 

changes assoclated wlth, as well as the dlfflculty ln lntegratlng systems, 
operatlonal functlons and cultures, as appllcable, of any organlzatlon or 
portfollo acqulred by Household; 

a reductlon of our short-term debt ratlngs by any of the natlonally 
recognlzed statlstlcal ratlng organlzatlons that rate these lnstruments to 
a level that lS below our current ratlng; 

the costs, effects and outcomes of regulatory revlews or lltlgatlon 
relatlng to our nonprlme loan recelvables or the buslness practlces of any 
of our buslness unlts, lncludlng, but not llmlted to, addltlonal 
compllance requlrements; 

the costs, effects and outcomes of any lltlgatlon matter that lS 
determlned adversely to Household or lts buslnesses; 

the ablllty to attract and retaln quallfled personnel to support the 
underwrltlng, servlclng, collectlon and sales functlons of our buslnesses; 
and 

the lnablllty of Household to manage any or all of the foregolng rlsks as 
well as antlclpated. 

Item 2. Propertles. 

Our operatlons are located throughout the Unlted States, ln 10 provlnces ln 
Canada and ln the Unlted Klngdom wlth prlnclpal facllltles located ln Anahelm, 
Callfornla; Dallas, Texas; New Castle, Delaware; Brandon, Florlda; 
Jacksonvllle, Florlda; Tampa, Florlda; Chesapeake, Vlrglnla; Vlrglnla Beach, 
Vlrglnla; Elmhurst, Illlnols; Hanover, Maryland; Brldgewater, New Jersey; Las 
Vegas, Nevada; Charlotte, North Carolina; Portland, Oregon; Pomona, California; 
Prospect Helghts, Illlnols; Sallnas, Callfornla; San Dlego, Callfornla; Wood 
Dale, Illlnols; London, Kentucky; Sloux Falls, South Dakota; North York, 
Ontarlo, Canada; Blrmlngham, Unlted Klngdom and Wlndsor, Berkshlre, Unlted 
Klngdom. We expect to establlsh an addltlonal operatlons center ln Indla ln 
2002 to support our credlt card servlces buslness. We do not antlclpate the 
costs for stafflng and creatlng thls center Wlll be materlal to our flnanclal 
results. 

Substantlally all branch offlces, dlvlslonal offlces, corporate offlces, 
reglonal processlng and reglonal servlclng center space are operated under 
lease wlth the exceptlon of the headquarters bulldlng for our Unlted Klngdom 
operatlons, our processlng faclllty ln Tampa, Florlda, a credlt card processlng 
faclllty ln Las Vegas, Nevada and a faclllty ln London, Kentucky. We belleve 
that such propertles are ln good condltlon and meet our current and reasonably 
antlclpated needs. 
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Item 3. Legal Proceedlngs. 

We are partles to varlous legal proceedlngs resultlng from ordlnary buslness 
actlvltles relatlng to our current and/or former operatlons. Certaln of these 
actlons are or purport to be class actlons seeklng damages ln very large 
amounts. These actions assert violations of laws and/or unfair treatment of 
consumers. Due to the uncertalntles ln lltlgatlon and other factors, we cannot 
assure you that we Wlll ultlmately prevall ln each lnstance. We belleve that we 
have merltorlous defenses to these actlons and any adverse declslon should not 
materlally affect our consolldated flnanclal condltlon. 

Durlng the past several years, the press has Wldely reported certaln 
lndustry related concerns whlch may lmpact us. Some of these lnvolve the amount 
of lltlgatlon lnstltuted agalnst flnance and lnsurance companles operatlng ln 
the states of Alabama and MlSSlSSlppl and the large awards obtalned from JUrles 
ln those states. Llke other companles ln thls lndustry, some of our 
subsldlarles are lnvolved ln a number of lawsults pendlng agalnst them ln 
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Alabama and MlSSlSSlppl, many of whlch relate to the flnanclng of merchandlse. 
The Alabama and MlSSlSSlppl cases generally allege lnadequate dlsclosure or 
mlsrepresentatlon of flnanclng terms. In many sults, other partles are also 
named as defendants. Unspeclfled compensatory and punltlve damages are sought. 
Several of these sults purport to be class actlons or have multlple plalntlffs. 
The JUdlclal cllmate ln Alabama and MlSSlSSlppl lS such that the outcome of all 
of these cases lS unpredlctable. Although our subsldlarles belleve they have 
substantlve legal defenses to these clalms and are prepared to defend each case 
vlgorously, a number of such cases have been settled or otherwlse resolved for 
amounts that ln the aggregate are not materlal to our operatlons. Approprlate 
lnsurance carrlers have been notlfled of each clalm, and a number of 
reservatlons of rlghts letters have been recelved. Certaln of these clalms have 
been partlally covered by lnsurance. 

Household has also been named ln purported class actlons by consumer groups 
(such as AARP and ACORN) clalmlng that our loan products or our lendlng 
pollcles and practlces are unfalr or mlsleadlng to consumers. We do not belleve 
that any of these legal actlons has merlt or Wlll result ln a materlal 
flnanclal lmpact on Household. We do expect, however, that these consumer 
groups Wlll contlnue to target Household ln the medla and wlth legal actlons to 
pressure Household and the nonprlme lendlng lndustry lnto acceptlng concesslons 
that would more heavlly regulate the nonprlme lendlng lndustry. (See 
"Regulatlon and Competltlon" above.) 

We have developed and lmplemented compllance functlons to monltor our 
operatlons to comply wlth all appllcable laws, rules and regulatlons. In 
November 2001, lltlgatlon was lnstltuted by Callfornla regulators assertlng 
that they belleved we had overcharged certaln Callfornla customers who obtalned 
loans from Household. We conflrmed wlth thls regulator that unlntentlonal 
errors had occurred and entered lnto a settlement agreement for full refunds of 
the lmproper charges as well as a payment to the state ln the amount of $8.9 
mllllon. The amounts pald pursuant to thls agreement, as well as the other 
condltlons we agreed to, dld not and Wlll not have a materlal adverse lmpact on 
our flnanclal condltlon or our buslness operatlons. As a result of thls 
lncldent, we have revlewed our cornpllance functlon and lrnplernented certaln 
changes, lncludlng requlrlng that our compllance offlcer for our consumer 
lendlng buslness report dlrectly to senlor management. Although exam reports 
from other regulatory bodles may, from tlme-to-tlme, clte speclflc lssues 
relatlng to a speclflc loan, we do not belleve, and we are not aware of, any 
unaddressed systemlc lssue affectlng our compllance wlth any state or federal 
lendlng laws Wlthln any of our buslnesses. 

Item 4. Submlsslon of Matters to a Vote of Securlty Holders. 

Not appllcable. 
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PART II. 

Item 5. Market for Reglstrant's Common Equlty and Related Stockholder Matters. 

As of March 8, 2002 there were 19,089 record shareholders of Household's 
common stock. 

Addltlonal lnformatlon requlred by thls Item lS lncorporated by reference to 
the "Selected Quarterly Flnanclal Data (Unaudlted)" and the "Common and 
Preferred Stock Informatlon" sectlons of our 2001 Annual Report whlch are 
lncluded ln Exhlblt 13 to thls Form 10-K. 

Item 6. Selected Flnanclal Data. 

Informatlon requlred by thls Item lS lncorporated by reference to the 
''Selected Flnanclal Data and Statlstlcs'' sectlon of our 2001 Annual Report 
whrch rs rncluded rn Exhrbrt 13 to thrs Form 10-K. 

Item 7. Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results 
of Operatlons. 

Informatlon requlred by thls Item lS lncorporated by reference to the 2001 
MD&A, lncludlng the "Glossary of Terms" sectlon of our 2001 Annual Report whlch 
lS lncluded ln Exhlblt 13 to thls Form 10-K. 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 

Informatlon requlred by thls Item lS lncorporated by reference to the 
''Llquldlty and Capltal Resources'', ''Asset Securltlzatlons'' and ''Rlsk 
Management" sectlons of our 2001 MD&A ln our 2001 Annual Report whlch lS 
lncluded ln Exhlblt 13 to thls Form 10-K. 

Item 8. Flnanclal Statements and Supplementary Data. 

Our 2001 Flnanclal Statements meet the requlrements of Regulatlon S-X. The 
2001 Flnanclal Statements and supplementary flnanclal lnformatlon speclfled by 
Item 302 of Regulatlon S-K, are lncorporated by reference to our 2001 Annual 
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Report and are lncluded ln Exhlblt 13 to thls Form 10-K. In addltlon, we 
lncorporate by reference the lnformatlon under the followlng sectlons of our 
2001 Annual Report whlch are lncluded ln Exhlblt 13 to thls Form 10-K: ''Credlt 
Quallty Statlstlcs-Owned Basls,'' ''Credlt Quallty Statlstlcs-Managed Basls,'' 
''Analysls of Credlt-Loss Reserves Actlvlty-Owned Recelvables,'' ''Analysls of 
Credlt Loss Reserves Actlvlty-Managed Basls,'' ''Net Interest Margln-2001 
Compared to 2000 (Owned Basls)," "Net Interest Margln-2000 Compared to 1999 
(Owned Basls)," "Net Interest Margln-2001 compared to 2000 and 1999 (Managed 
Basls)'', and ''Selected Quarterly Flnanclal Data (Unaudlted) ''. 

Item 9. Changes ln and Dlsagreements wlth Accountants on Accountlng and 
Flnanclal Dlsclosure. 

The Audlt Commlttee of the Board of Dlrectors of Household Internatlonal, 
Inc. annually conslders and recommends to the Board the selectlon of 
Household's lndependent publlc accountants. As recommended by Household's Audlt 
Commlttee, Household's Board of Dlrectors on March 12, 2002 declded to no 
longer engage Arthur Andersen LLP (''Andersen'') as Household's lndependent 
publlc accountants and engaged KPMG LLP to serve as Household's lndependent 
publlc accountants for 2002. The appolntment of KPMG LLP Wlll be presented to 
Household's stockholders for ratlflcatlon at the 2002 Annual Meetlng. 

Andersen's reports on Household's consolldated flnanclal statements for the 
two most recent flscal years ended December 31, 2001 dld not contaln an adverse 
oplnlon or dlsclalmer of oplnlon, nor were they quallfled or modlfled as to 
uncertalnty, audlt scope or accountlng prlnclples. 

Durlng Household's two most recent flscal years and through the date of thls 
Form 10-K, there were no dlsagreements wlth Andersen on any matter of 
accountlng prlnclples or practlces, flnanclal statement dlsclosure, or audltlng 
scope or procedure whlch, lf not resolved to Andersen's satlsfactlon, would 
have caused them to make reference to the subJect matter ln connectlon wlth 
thelr report on Household's consolldated flnanclal statements for such years; 
and there were no reportable events, as llsted ln Item 304 (a) (1) (v) of 
Regulatlon S-K. 
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Household has provlded Andersen Wlth a copy of thls dlsclosure. Attached as 
Exhlblt 16 lS a copy of Andersen's letter, dated March 13, 2002, statlng lts 
agreement wlth such statements. 

Durlng Household's two most recent flscal years and through the date of thls 
Form 10-K, Household dld not consult KPMG LLP regardlng any of the matters or 
reportable events llsted ln Items 304 (a) (2) (l) and (ll) of Regulatlon S-K. 

PART III. 

Item 10. Dlrectors and Executlve Offlcers of the Reglstrant. 

Executlve Offlcers of the Reglstrant. 

The followlng lnformatlon on our senlor executlve pollcy-maklng offlcers lS 
lncluded pursuant to Item 401(b) of Regulatlon S-K. 

Wllllam F. Aldlnger, age 54, JOlned Household ln September 1994 as Presldent 
and Chlef Executlve Offlcer. In May 1996 he was appolnted our Chalrman and 
Chlef Executlve Offlcer. Mr. Aldlnger served as Vlce Chalrman of Wells Fargo 
Bank and a Dlrector of several Wells Fargo subsldlarles from 1986 untll JOlnlng 
us. Mr. Aldlnger lS also a dlrector of Household Flnance Corporatlon (one of 
our subsldlarles), Illlnols Tool Works Inc. and MasterCard Internatlonal, 
Incorporated. 

Gary D. Gllmer, age 52, was appolnted Vlce Chalrman--Consumer Lendlng ln 
2002 after havlng served as Group Executlve--Consumer Lendlng slnce 1998. Mr. 
Gllmer JOlned Household Flnance Corporatlon ln 1972 and has served ln varlous 
capacltles ln our consumer lendlng, retall servlces and lnsurance servlces 
buslnesses, most recently as Managlng Dlrector and Chlef Executlve Offlcer of 
our Unlted Klngdom operatlons. 

Davld A. Schoenholz, age 50, was appolnted Vlce Chalrman--Chlef Flnanclal 
Offlcer ln 2002. He has responslblllty for our Mortgage Servlces, Dlrect 
Lendlng and Unlted Klngdom buslnesses. He was appolnted Group Executlve--Chlef 
Financial Officer, effective January 2000, having previously served as 
Executlve Vlce Presldent--Chlef Flnanclal Offlcer slnce 1996, Senlor Vlce 
Presldent--Chlef Flnanclal Offlcer slnce 1994, and Vlce Presldent--Chlef 
Accountlng Offlcer slnce 1993. He JOlned Household ln 1985 as 
Dlrector--Internal Audlt. 

Rocco J. Fablano, age 45, was appolnted Group Executlve--Retall Servlces, 
Refund Lendlng, Auto Flnance and Insurance Servlces ln January 2002, havlng 
JOlned us ln 1997 as a result of our acqulsltlon of ACC Consumer Flnance 
Corporatlon where he served as Chalrman and Chlef Executlve Offlcer slnce 1993. 

Slddharth N. Mehta, age 43, was appolnted Group Executlve--Credlt Card 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/d 1 Ok405 .txt 

Page 12 of20 

12/9/2008 

HHT 0015666 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 12 of 209 PageID #:80358



Servlces and Canada ln 2002. He JOlned Household ln June 1998 as Group 
Executlve--Credlt Card Servlces. Prlor to JOlnlng Household, Mr. Mehta was 
Senlor Vlce Presldent of Boston Consultlng Group ln Los Angeles and co-leader 
of Boston Consultlng Group Flnanclal Servlces Practlce ln the Unlted States. 

Kenneth M. Harvey, age 41, was appolnted Executlve Vlce Presldent--Chlef 
Informatlon Offlcer ln 2002. He was our Managlng Dlrector--Chlef Informatlon 
Offlcer slnce 1999, havlng prevlously served ln varlous systems and technology 
areas wlth Household slnce 1989. 

Colln P. Kelly, age 59, was appolnted Executlve Vlce 
Presldent--Admlnlstratlon ln 2002 after havlng served as Senlor Vlce 
Presldent--Admlnlstratlon slnce January 2000. Mr. Kelly prevlously acted as our 
Senlor Vlce Presldent--Human Resources slnce 1996, and Vlce Presldent--Human 
Resources slnce 1988. Mr. Kelly JOlned Household Flnance Corporatlon ln 1965. 

Kenneth H. Robln, age 55, was appolnted Corporate Secretary ln 1998 and 
Senlor Vlce Presldent--General Counsel ln 1996, havlng prevlously served as 
Vlce Presldent--General Counsel slnce 1993. He JOlned Household ln 1989 as 
Asslstant General Counsel--Flnanclal Servlces. Prlor to JOlnlng Household, Mr. 
Robln held varlous posltlons ln the legal departments of Cltlcorp and Cltlbank, 
N.A. from 1977 to 1989. 
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Sandra L. Derlckson, age 47, JOlned Household as Managlng Dlrector--Retall 
Servlces ln 2000. Prlor to JOlnlng Household, Mrs. Derlckson was employed wlth 
GE Capltal Servlces Corp. slnce 1975, most recently as Presldent and General 
Manager of GE Capltal Auto Flnanclal Servlces. 

Adrlan L. Hlll, age 43, was appolnted Managlng Dlrector--Unlted Klngdom, ln 
1998. Mr. Hlll began hls career wlth HFC Bank plc ln 1989 as 
Dlrector--Treasury, servlng as Chlef Flnanclal Offlcer from 1990 to 1995 and 
Chlef Operatlng Offlcer from 1995 untll hls current appolntment. 

There are no famlly relatlonshlps among our executlve offlcers. The term of 
offlce of each named executlve offlcer lS at the dlscretlon of the Board of 
Dlrectors. 

Addltlonal lnformatlon requlred by thls Item lS lncorporated by reference to 
''Nomlnees For Dlrector'' and ''Shares of Household Stock Beneflclally Owned by 
Dlrectors and Executlve Offlcers'' ln our deflnltlve Proxy Statement for our 
2002 Annual Meetlng of Stockholders (the ''2002 Proxy Statement''). 

Item 11. Executlve Compensatlon. 

Informatlon requlred by thls Item lS lncorporated by reference to 
''Executive Compensation'', ''Emplo-yment Agreements'', ''Savings--Stock 
Ownershlp and Penslon Plans'', '' Incentlve and Stock Optlon Plans'', and 
''Dlrector Compensatlon'' ln our 2002 Proxy Statement. 

Item 12. Securlty Ownershlp of Certaln Beneflclal Owners and Management. 

Informatlon requlred by thls Item lS lncorporated by reference to ''Shares 
of Household Stock Beneflclally Owned by Dlrectors and Executlve Offlcers'' and 
''Securlty Ownershlp of Certaln Beneflclal Owners'' ln our 2002 Proxy Statement. 

Item 13. Certaln Relatlonshlps and Related Transactlons. 

Informatlon requlred by thls Item lS lncorporated by reference to 
''Incentlve and Stock Optlon Plans'' and ''Emplo-yment Agreement wlth Larry 
Bangs'' ln our 2002 Proxy Statement. 

PART IV. 

Item 14. Exhlblts, Flnanclal Statement Schedules, and Reports on Form 8-K. 

(a) Flnanclal Statements. 

The consolldated flnanclal statements llsted below, together wlth an oplnlon 
of Arthur Andersen LLP dated January 14, 2002 wlth respect thereto, are 
lncorporated by reference hereln pursuant to Item 8. Flnanclal Statements and 
Supplementary Data of thls Form 10-K. An oplnlon of Arthur Andersen LLP lS also 
included in this Annual Report on Form 10-K. 

Household Internatlonal, Inc. and Subsldlarles: 

Consolldated Statements of Income for the Three Years Ended December 31, 
2001. 

Consolldated Balance Sheets, December 31, 2001 and 2000. 

Consolldated Statements of Cash Flows for the Three Years Ended December 
31, 2001. 
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Consolldated Statements of Changes ln Preferred Stock and Common 
Shareholders' Equlty for the Three Years Ended December 31, 2001. 

Notes to Consolldated Flnanclal Statements. 

Report of Independent Publlc Accountants. 

Selected Quarterly Flnanclal Data (Unaudlted). 
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(b) Reports on Form 8-K. 

For the three months ended December 31, 2001, Household flled one Current 
Report on Form 8-K on October 17, 2001. 

<TABLE> 
<C> 
(c) Exhrbrts. 

3 I r I 
3(ll) 

4 (a I 

4 (b) 

4 (c I 

4(d) 

<S> 

Restated Certlflcate of Incorporatlon of Household Internatlonal, Inc. as amended. 
Bylaws of Household Internatlonal, Inc. as amended January 30, 2001 (lncorporated by 

reference to Exhlblt 3(ll) of our Annual Report on Form 10-K for the flscal year ended 
December 31, 2000). 
Rlghts Agreement dated as of July 9, 1996, between Household Internatlonal, Inc. and Harrls 
Trust and Savlngs Bank, as Rlghts Agent (lncorporated by reference to Exhlblt 99.1 of our 
Current Report on Form 8-K dated July 9, 1996). 
Standard Multlple-Serles Indenture Provlslons for Senlor Debt Securltles of Household Flnance 
Corporatlon dated as of June 1, 1992 (lncorporated by reference to Exhlblt 4(b) to the 
Reglstratlon Statement on Form S-3 of Household Flnance Corporatlon, No. 33-48854). 
Indenture dated as of December 1, 1993 for Senlor Debt Securltles between Household Flnance 
Corporatlon and The Chase Manhattan Bank (Natlonal Assoclatlon), as Trustee (lncorporated 
by reference to Exhlblt 4(b) to the Reglstratlon Statement on Form S-3 of Household Flnance 
Corporatlon, No. JJ-555G1 flled on Septernber 20, 1994). 
The prlnclpal amount of debt outstandlng under each other lnstrument deflnlng the rlghts of 
Holders of our long-term senlor and senlor subordlnated debt does not exceed 10 percent of our 
total assets. Household agrees to furnlsh to the Securltles and Exchange Commlsslon, upon 
request, a copy of each lnstrument deflnlng the rlghts of holders of our long-term senlor and 
senlor subordlnated debt. 

10.1 Household Internatlonal, Inc. 1998 Key Executlve Bonus Plan. 
10.2 Household Internatlonal, Inc. Corporate Executlve Bonus Plan. 
10.3 Household Internatlonal, Inc. Long-Term Executlve Incentlve Compensatlon Plan, as amended. 
10.4 Forms of stock optlon and restrlcted stock rlghts agreements under the Household 

Internatlonal, Inc. Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by 
Reference to Exhlblt 10.4 of our Annual Report on Form 10-K for the flscal year ended 
December 31, 1995). 

10.5 Household Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan, as 
amended. 

10.6 Forms of stock option and restricted stock rights agreements under the Household 
Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by 
reference to Exhlblt 10.6 of our Annual Report on Form 10-K for the flscal year ended 
December 31, 2000). 

10.7 Household Internatlonal, Inc. Deferred Fee Plan for Dlrectors (lncorporated by reference to 
Exhlblt 10.7 of our Annual Report Form 10-K for the flscal year ended December 31, 1999). 

10.8 Household Internatlonal, Inc. Deferred Phantom Stock Plan for Dlrectors (lncorporated by 
reference to Exhlblt 10.8 of our Annual Report Form 10-K for the flscal year ended 
December 31, 1999) . 

10.9 

</TABLE> 

<PAGE> 

<TABLE> 
<C> 

10.10 

10.11 

10.12 

10.13 

10.14 

10.15 

10.16 

Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Executlves, as 
Amended (lncorporated by reference to Exhlblt 10.9 of our Annual Report on Form 10-K for 
the flscal year ended December 31, 1998). 

16 

<S> 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Stock Optlon 
Exerclses. 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Restrlcted Stock 
Rrghts. 
Executlve Employment Agreement between Household Internatlonal, Inc. and 
(lncorporated by reference to Exhlblt 10.10 of our Annual Report on Form 
year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and 
(lncorporated by reference to Exhlblt 10.12 of our Annual Report on Form 
year ended December 31, 1998). 

W.F. 
10-K 

G.D. 
10-K 

Executlve Employment Agreement between Household Internatlonal, Inc. and D.A. 

Aldlnger 
for the flscal 

Gllmer 
for the flscal 

Schoenholz (lncorporated by reference to Exhlblt 10.13 of our Annual Report on Form 10-K 
the flscal year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and 
(lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 
year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and 
(lncorporated by reference to Exhlblt 10.15 of our Annual Report on Form 

L.N. 
10-K 

R.J. 
10-K 

Bangs 
for the flscal 

Fablano 
for the flscal 
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10.17 

10.18 

year ended December 31, 2000). 
Executlve Employment Agreement between Household Internatlonal, Inc. and S.N. Mehta 
(lncorporated by reference to Exhlblt 10.14 of our Annual Report on Form 10-K for the flscal 
year ended December 31, 1998). 
Amended and Restated Supplemental Executlve Retlrement Plan for W.F. Aldlnger 
(lncorporated by reference to Exhlblt 10.16 of our Form 10-K for the flscal year ended 
December 31, 2000). 

10.19 

10.20 

Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by reference to 
Exhlblt 4.4 of Beneflclal Corporatlon's Form S-8 flled on Aprll 23, 1996, Flle No. 333-02737). 
Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by 
reference to Exhlblt 4.2 of Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 333-
58291). 

11 
12 

13 

16 
21 
23 
24 
99(a) 

99(b) 
</TABLE> 

Statement of Computatlon of Earnlngs per Share. 
Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to Comblned Flxed 
Charges and Preferred Stock Dlvldends. 
Sectlons of Household Internatlonal, Inc.'s 2001 Annual Report to Shareholders whlch are 
speclflcally lncorporated by reference lnto the Form 10-K. 
Letter re change ln certlfylng accountant. 
Llst of our subsldlarles. 
Consent of Arthur Andersen LLP, Certlfled Publlc Accountants. 
Power of Attorney, lncluded on page 18 hereof. 
Annual Report on Form 11-K for the Household Internatlonal, Inc. Tax Reductlon Investment 
Plan (to be flled by amendment) . 
Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant subsldlarles. 

We Wlll furnlsh coples of the exhlblts referred to above to our stockholders 
upon recelvlng a wrltten request therefor. We charge flfteen cents per page for 
provldlng these coples. Requests should be made to Household Internatlonal, 
Inc., 2700 Sanders Road, Prospect Helghts, Illlnols 60070, Attentlon: Corporate 
Secretary. 

(d) Schedules. 

Report of Independent Publlc Accountants. 

I--Condensed Flnanclal Informatlon of Reglstrant. 
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SIGNATURES 

Pursuant to the requlrements of Sectlon 13 or 15 (d) of the Securltles 
Exchange Act of 1934, Household Internatlonal, Inc. has duly caused thls report 
to be slgned on lts behalf by the underslgned, thereunto duly authorlzed on 
thls, the 12th day of March, 2002. 

HOUSEHOLD INTERNATIONAL, INC. 

By: 
/S/ W.F. ALDINGER 

W.F. Aldlnger, Chalrman and Chlef 
Executlve Offlcer 

Each person whose slgnature appears below constltutes and appolnts J.W. 
Blenke and P.D. Schwartz, and each or any of them (wlth full power to act 
alone), as hls/her true and lawful attorney-ln-fact and agent, wlth full power 
of substltutlon and resubstltutlon, for hlm/her ln hls/her name, place and 
stead, ln any and all capacltles, to slgn and flle, wlth the Securltles and 
Exchange Commlsslon, thls Form 10-K and any and all amendments and exhlblts 
thereto, and all documents ln connectlon therewlth, grantlng unto each such 
attorney-ln-fact and agent full power and authorlty to do and perform each and 
every act and thlng requlslte and necessary to be done, as fully to all lntents 
and purposes as he/she mlght or could do ln person, hereby ratlfylng and 
conflrmlng all that such attorney-ln-fact and agent or thelr substltutes may 
lawfully do or cause to be done by Vlrtue hereof. 

Pursuant to the requlrements of the Securltles Exchange Act of 1934, thls 
report has been slgned below by the followlng persons on behalf of Household 
Internatlonal, Inc. and ln the capacltles on the 12th day of March, 2002. 

Slgnature 

/S/ W.F. ALDINGER 

(W.F. Aldrnger) 

/S/ R.J. DARNALL 

( R. J. Darnall) 

/S/ A. DISNEY 

Tltle 

Chalrman and Chlef 
Executlve Offlcer and 
Dlrector (as prlnclpal 
executlve offlcer) 

Dlrector 

Dlrector 
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(A. Drsney) 

/S/ G.G. DILLON 

(G.G. Drllon) 

/S/ J.A. EDWARDSON 

(J.A. Edwardson) 

/S/ M.J. EVANS 

(M.J. Evans) 

/S/ J.D. FISHBURN 

(J.D. Frshburn) 

<PAGE> 

<TABLE> 
<CAPTION> 

Slgnature 

<S> 

/S/ C.F. FREIDHEIM, JR. 

(C. F. Freldhelm, Jr.) 

/S/ J.H. GILLIAM, JR. 

(J.H. Gllllam, Jr.) 

/S/ L.E. LEVY 

(L.E. Levy) 

/S/ G.A. LORCH 

(G.A. Lorch) 

/S/ J.D. NICHOLS 

(J.D. Nrchols) 
/S/ J.B. PITBLADO 

(J.B. Prtblado) 

/S/ L.M. RENDA 

(L.M. Renda) 

/S/ S.J. STEWART 

(S.J. Stewart) 

/S/ L.W. SULLIVAN, M.D. 

(L.W. Sulllvan, M.D.) 

/S/ D.A. SCHOENHOLZ 

(D.A. Schoenholz) 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhlblt 

No. 

<C> <S> 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

18 

Tltle 

<C> 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Vlce 
Chalrman--Chlef Flnanclal 
Offrcer (also the 
prlnclpal flnanclal and 
accountlng offlcer) 

19 

EXHIBIT INDEX 

Document Descrlptlon 

3 I r I 
3(ll) 

Restated Certlflcate of Incorporatlon of Household Internatlonal, Inc. as amended. 

4 (a I 

Bylaws of Household Internatlonal, Inc. as amended January 30, 2001 (lncorporated by reference to 
Exhlblt 3(ll) of our Annual Report on Form 10-K for the flscal year ended December 31, 2000). 
Rlghts Agreement dated as of July 9, 1996, between Household Internatlonal, Inc. and Harrls Trust 
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and Savlngs Bank, as Rlghts Agent (lncorporated by reference to Exhlblt 99.1 of our Current Report 
on Form 8-K dated July 9, 1996). 

4(b) Standard Multlple-Serles Indenture Provlslons for Senlor Debt Securltles of Household Flnance 
Corporatlon dated as of June 1, 1992 (lncorporated by reference to Exhlblt 4 (b) to the Reglstratlon 
Statement on Form S-3 of Household Flnance Corporatlon, No. 33-48854). 

4(c) Indenture dated as of December 1, 1993 for Senlor Debt Securltles between Household Flnance 
Corporatlon and The Chase Manhattan Bank (Natlonal Assoclatlon), as Trustee (lncorporated by 

reference to Exhlblt 4(b) to the Reglstratlon Statement on Form S-3 of Household Flnance 
Corporatlon, No. 33-55561 flled on September 20, 1994). 

4(d) The prlnclpal amount of debt outstandlng under each other lnstrument deflnlng the rlghts of holders of 
our long-term senlor and senlor subordlnated debt does not exceed 10 percent of our total assets. 
Household agrees to furnlsh to the Securltles and Exchange Commlsslon,upon request, a copy of each 
lnstrument deflnlng the rlghts of holders of our long-term senlor and senlor subordlnated debt. 

10.1 Household Internatlonal, Inc. 1998 Key Executlve Bonus Plan. 
10.2 Household Internatlonal, Inc. Corporate Executlve Bonus Plan. 
10.3 Household Internatlonal, Inc. Long-Term Executlve Incentlve Compensatlon Plan, as amended. 
10.4 Forms of stock optlon and restrlcted stock rlghts agreements under the Household Internatlonal, Inc. 

Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by reference to Exhlblt 10.4 of our 
Annual Report on Form 10-K for the flscal year ended December 31, 1995). 

10.5 Household Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan, as amended. 
10.6 

10.7 

10.8 

10.9 

10.10 
10.11 

10.12 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhlblt 

No. 

<C> 
10.13 

10.14 

10.15 

10.16 

10.17 

10.18 

10.19 

10.20 

Forms of stock optlon and restrlcted stock rlghts agreements under the Household Internatlonal, Inc. 
1996 Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by reference to Exhlblt 10.6 
of our Annual Report on Form 10-K for the flscal year ended December 31, 2000). 
Household Internatlonal, Inc. Deferred Fee Plan for Dlrectors (lncorporated by reference to Exhlblt 
10.7 of our Annual Report on Form 10-K for the flscal year ended December 31, 1999). 
Household Internatlonal, Inc. Deferred Phantom Stock Plan for Dlrectors (lncorporated by reference 
to Exhlblt 10.8 of our Annual Report on Form 10-K for the flscal year ended December 31, 1999). 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Executlves, as amended 
(lncorporated by reference to Exhlblt 10.9 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Stock Optlon Exerclses. 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Restrlcted Stock 
Rrghts. 
Executlve Employment Agreement between Household Internatlonal, Inc. and W. F. Aldlnger 
(lncorporated by reference to Exhlblt 10.10 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 

20 

Document Descrlptlon 

<S> 
Executlve Employment Agreement between Household Internatlonal, Inc. and G. D. Gllmer 
(incorporated by reference to Exhibit 10.12 of our Annual Report on Form 10-K for the fiscal year 
ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and D. A. Schoenholz 
(lncorporated by reference to Exhlblt 10.13 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and L. N. Bangs 
(lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and R.J. Fablano 
(lncorporated by reference to Exhlblt 10.15 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2000). 
Executlve Employment Agreement between Household Internatlonal, Inc. and S. N. Mehta 
(lncorporated by reference to Exhlblt 10.14 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Amended and Restated Supplemental Executlve Retlrement Plan for W. F. Aldlnger (lncorporated by 
reference to Exhlblt 10.16 of our Form 10-K for the flscal year ended December 31, 2000). 
Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by reference to Exhlblt 
4.4 of Benefrcral Corporatron's Form S-8 frled on Aprrl 23, 1996, Frle No. 333-02737). 
Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by 

11 
reference to Exhlblt 4.2 of Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 333-58291). 
Statement of Computatlon of Earnlngs per Share. 

12 Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to Comblned Flxed Charges and 
Preferred Stock Dlvldends. 

13 Sectlons of Household Internatlonal, Inc.'s 2001 Annual Report to Shareholders whlch are 
speclflcally lncorporated by reference lnto thls Form 10-K. 

16 Letter re change ln certlfylng accountant. 
21 List of our subsidiaries. 
23 Consent of Arthur Andersen LLP, Certlfled Publlc Accountants. 
24 Power of Attorney, lncluded on page 18 of the Form 10-K for the flscal year ended December 31, 

2001. 
99(a) Annual Report on Form 11-K for the Household Internatlonal, Inc. Tax Reductlon Investment Plan 

(to be flled by amendment). 
99(b) Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant subsldlarles. 

</TABLE> 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Household Internatlonal, Inc.: 

We have audlted ln accordance wlth audltlng standards generally accepted ln 
the Unlted States, the flnanclal statements lncluded ln Household 
Internatlonal, Inc.'s 2001 annual report to shareholders lncorporated by 

reference ln thls Form 10-K, and have lssued our report thereon dated January 
14, 2002. Our audlts were made for the purpose of formlng an oplnlon on those 
statements taken as a whole. The schedule llsted ln Item 14 (d) lS the 
responslblllty of the company's management and lS presented for purposes of 
complylng wlth the Securltles and Exchange Commlsslon's rules and lS not part 
of the baslc flnanclal statements. Thls schedule has been subJected to the 
audltlng procedures applled ln the audlts of the baslc flnanclal statements 
and, ln our oplnlon, falrly states ln all materlal respects the flnanclal data 
requlred to be set forth thereln ln relatlon to the baslc flnanclal statements 
taken as a whole. 

/S/ ARTHUR ANDERSEN LLP 

Chlcago, Illlnols 
January 14, 2002 

<PAGE> 

<TABLE> 
<CAPTION> 

F-1 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORNATION OF REGISTRANT 

CONDENSED STATEMENTS OF INCOME 
(In mllllons) 

SCHEDULE I 

Year ended December 31 

<S> 
Equlty ln earnlngs of subsldlarles ... . 
Other lncome ......................... . 

Total lncome .................. . 

Expenses: 
Admlnl stra tl ve .................... . 
Interest .......................... . 

Total expenses ................ . 

Income before lncome tax beneflt ..... . 
Income tax beneflt ................... . 

2001 2000 1999 

<C> 
$2,058.8 

37.7 
--------

2,096.5 
--------

151 3 
10 6. 7 

258 0 

1,838 5 
85 0 

<C> 
$1,747. 9 

34. 6 
--------
1,782.5 

--------

72.7 
61.3 

134 0 

1,648 5 
52.2 

<C> 
$1,521.4 

32.5 
--------

1,553.9 
--------

62 8 
50 6 

113 4 

1,440 5 
45 9 

Net lncome ..................... $1,923 5 $1,700.7 $1,486 4 

Total comprehenslve lncome ..... $1,405 8 $1,742.9 $1,374 6 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 

See accompanylng note to condensed flnanclal statements. 

F-2 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORNATION OF REGISTRANT 

CONDENSED BALANCE SHEETS 
(In mllllons) 

December 31 

2001 2000 
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<S> <C> <C> 
Assets 

Cash ........................................................................ $ 1. 6 $ 
Investments 1n and advances to (from) subs1d1ar1es ......................... . 
Other assets ............................................................... . 

10,558.3 
693.2 

9,034.7 
604.9 

Total assets ............................................................ $11,253.1 $9,639.6 

Llab1l1t1es and Shareholders' Equ1ty 
Cornrnerc1al paper. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ $ 2 92. 3 
Sen1or debt (w1th or1g1nal matur1t1es over one year)........................ 1,179.2 185.0 

Total debt ................................................................. . 
Other llablll tles .......................................................... . 

Total l1ablllt1es .......................................................... . 
Company obl1gated mandator1ly redeemable preferred secur1t1es of subs1d1ary 

trusts* .................................................................. . 
Preferred stock ............................................................ . 
Cornrnon shareholders' equl ty ................................................ . 

1,179.2 
440.3 

1, 619.5 

97 5. 0 
455.8 

8,202.8 

477.3 
371. 7 

849.0 

675.0 
164. 4 

7,951.2 

Total llabllltles and shareholders' equlty .................................. $11,253.1 $9,639.6 

</TABLE> 

* The sole assets of the trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln November 2001, January 2001, 
June 2000, March 1998 and June 1995, bearlng lnterest at 7.50, 8.25, 10.00, 
7.25 and 8.25 percent, respectlvely, wlth prlnclpal balances of $206.2, 
$206.2, $309.3, $206.2 and $77.3 mllllon, respectlvely, and due November 15, 
2031, January 30, 2031, June 30, 2030, December 31, 2037 and June 30, 2025, 
respectlvely. The $103.1 mllllon Junlor Subordlnated Deferrable Interest 
Notes lssued ln June 1996 were redeemed ln December 2001. 

<PAGE> 

<TABLE> 
<CAPTION> 

See accompanylng note to condensed flnanclal statements. 

F-3 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED STATEMENTS OF CASH FLOWS 
(In millions) 

Year ended December 31 
-------------------------------

2001 2000 1999 
--------- --------- ---------

<S> <C> <C> <C> 
Cash used ln operatlons 

Net lncome ......................................................... . $ 1,923.5 $ 1,700.7 $ 1,486.4 
AdJustments to reconclle net lncome to net cash used ln operatlons: 

Equlty ln earnlngs of subsldlarles ............................. . (2,058.8) (1, 747. 9) (1,521.4) 
Other operatlng actlvltles ..................................... . 88.5 I 10.5 I (11. 6) 

--------- --------- ---------
Cash used ln operatlons ............................................... . I 4 6. 8 I I 57. 7 I I 4 6. 6 I 

--------- --------- ---------
Investment ln Operatlons 

Dlvldends from subsldlarles ........................................ . 67 3. 3 64 8. 0 1,160.5 
Investment ln and advances to (from) subsldlarles, net ............. . I 68 6.1 I (282.5) 8.7 
Other lnvestlng actlvltles ......................................... . I 11.8 I I . 8 I 2.5 

--------- --------- ---------
Cash provlded by (used ln) lnvestment operatlons ...................... . (24. 6) 3 64. 7 1,171.7 

--------- --------- ---------
Flnanclng and Capltal Transactlons 

Net change ln commerclal paper and bank borrowlngs ................. . 12 92.31 I 105. 4 I 82.1 
Retirement of senior debt .......................................... . I 10. o I I 8 9. 7 I 
Issuance of senlor debt ............................................ . 985.0 85.6 
Shareholders' dlvldends ............................................ . 140 6. 61 (358. 9) (332 .11 
Issuance of company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts .................................. . 400.0 300.0 
Redemptlon of company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts .................................. . I 100. o I 
Issuance of preferred stock ........................................ . 2 91.4 
Purchase of treasury stock ......................................... . I 916.3 I (209.3) 1915. 91 
Issuance of cornrnon stock ........................................... . 121.8 64. 4 45.0 

--------- --------- ---------
Cash lncrease (decrease) from flnanclng and capltal transactlons ...... . 73.0 (309.2) (1,125.0) 
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Increase (decrease) 1n cash ........................................... . 1.6 
Cash at January 1 ..................................................... . 

Cash at December 31 .................................................... $ 1.6 $ 

</TABLE> 

See accompany1ng note to condensed f1nanc1al statements. 

F-4 

<PAGE> 

SCHEDULE I (contrnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORNATION OF REGISTRANT 

NOTE TO CONDENSED FINANCIAL STATEMENTS OF REGISTRANT 

The condensed f1nanc1al statements of Household Internat1onal, Inc. have 
been prepared on a parent company unconsol1dated bas1s. 

In August 2001, Household 1ssued zero-coupon convert1ble debt secur1t1es. 
The convert1ble debt secur1t1es are due 2021, have a 1 percent y1eld to 
matur1ty and have a pr1nc1pal amount at matur1ty of approx1mately $1.2 b1ll1on. 
Household must pay cont1ngent 1nterest on the secur1t1es beg1nn1ng 1n 2006 1f 
Household's common stock pr1ce reaches certa1n levels. The holders of the 
secur1t1es have the r1ght to requ1re Household to repurchase the secur1t1es on 
var1ous dates beg1nn1ng 1n August 2002 and end1ng 1n August 2016 or 1f certa1n 
''fundamental changes'' as descr1bed 1n the prospectus supplement occur. 
''Fundamental changes'' 1nclude, among other th1ngs, an exchange offer, 
l1qu1dat1on, merger and recap1tal1zat1on. The holders of the secur1t1es may 
convert each $1,000 of secur1t1es, subJect to adJustment, 1nto 9.022 shares of 
Household common stock 1f Household's stock pr1ce reaches $99.87 for 20 trad1ng 
days 1n a consecut1ve 30 trad1ng day per1od. Household may redeem the 
secur1t1es, 1n whole or 1n part, at any t1me after August 1, 2006. 

Household has guaranteed payment of certa1n long-term debt obl1gat1ons of 
Household F1nanc1al Corporat1on L1m1ted (''HFCL''), a Canad1an subs1d1ary. The 
amount of guaranteed debt outstand1ng at HFCL was $35 m1ll1on at December 31, 
2002 and $.3 b1ll1on at December 31, 2000. 

Household has also guaranteed payment of certa1n debt obl1gat1ons (exclud1ng 
certa1n depos1ts) of Household Internat1onal (U.K.) L1m1ted (''HIUK''). The 
amount of guaranteed debt outstand1ng at HIUK was approx1mately $2.1 at 
December 31, 2001 and $2.2 billion at December 31, 2000. 

</TEXT> 
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<TYPE>EX-10.1 
<SEQUENCE>4 
<FILENAME>dex101.txt 
<DESCRIPTION>1998 KEY EXECUTIVE BONUS PLAN 
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<PAGE> 

EXHIBIT 10.1 

HOUSEHOLD INTERNATIONAL 

1998 KEY EXECUTIVE BONUS PLAN 

<PAGE> 

HOUSEHOLD INTERNATIONAL 

1998 KEY EXECUTIVE BONUS PLAN 

I. CONCEPT 

The Household International 1998 Key Executive Bonus Plan (the "Plan") 
is a short-term incentive plan that is intended to comply with Section 
162(m) of the Internal Revenue Code of 1986, as amended (the "Code"), 
and is designed to award "performance based" compensation as determined 
in accordance with that provision of the Code. Awards will be based 
solely on the return on equity ("ROE") of Household International, Inc. 
and its consolidated subsidiaries (the "Company") provided, however, 
that the Compensation Committee of the Board of Directors shall have 
the discretion to reduce any participant's award based on (1) other 
financial performance criteria of the Company or of certain 
subsidiaries or business units of the Company; and (2) on an evaluation 
of each participant's individual performance. Performance goals and 
award opportunities will be determined prior to the beginning of each 
Plan period (which will generally be a calendar year), or at a later 
date as allowed by Internal Revenue Service ("IRS") notice or 
regulation, by the Compensation Committee and will be communicated to 
each Plan participant. 

II. PARTICIPATION 

Participation in the Plan will be restricted to the key executives of 
the Company. Participants will share a bonus pool calculated as a 
percentage of the net income of the Company as reported in the audited 
financial statements of the Company, which net income shall be 
calculated without regard to the bonuses to be paid hereunder. The 
Compensation Committee will establish the maximum bonus opportunity 
available to such participant, stated as a percentage of the entire 
bonus pool. The sum of the individual percentages of the pool assigned 
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III. 

<PAGE> 

Page 2 of 4 

to each participant will not exceed 100 percent. 

Any changes in the key executives participating in the Plan will be 
made by the Compensation Committee. 

LEVEL OF AWARDS 

The bonus pool will equal 5% of the portion of the Company's net income 
that exceeds the amount of net income that would have resulted if a 12% 
ROE had been achieved. Thus, unless actual ROE exceeds 12%, the amount 
of the bonus pool will be zero. For purposes of this Plan, the 
Company's net income means the consolidated net income of 

-1-

the Company pursuant to its audited financial statements. ROE shall be 
calculated by taking the amount of net income determined as above, and 
dividing it by the average common shareholders' equity for the year, 
excluding any adjustments related to investment securities under FASB 
115. Prior to each Plan period (or at a later date as allowed by IRS 
notice or regulation), the Compensation Committee of the Board of 
Directors may establish a dollar cap for the bonus pool. In addition, 
and within that same timeframe, the Compensation Committee will 
establish the percentage of the bonus pool that will be allocated to 
each participant. However, no more than 50% of the bonus pool for any 
Plan year may be allocated to any one participant, and the sum of the 
bonus pool percentages which are allocated to all participants shall 
not exceed 100%. 

Prior to each Plan period (or at a later date as allowed by IRS notice 
or regulation), the Chief Executive Officer ("CEO") of the Company will 
recommend for approval by the Compensation Committee the minimum ROE 
objective that must be met, in order to pay bonuses under this Plan to 
any participant at that participant's allocated bonus pool percentage 
level. This minimum ROE objective will not be less than 12%. 

If the Compensation Committee approves the aforementioned minimum ROE 
objective, this objective shall be deemed to be established for the 
applicable participant for the applicable Plan period and shall be 
deemed to be part of this Plan for said Plan period. Subject to the 
Compensation Committee's negative discretion described in the next 
paragraph, attainment of the minimum ROE objective will entitle the 
participant to his/her allocated percentage of the bonus pool. 

The CEO will also recommend for approval by the Compensation Committee 
certain other financial performance indicators for the Company or one 
or more subsidiaries or business units and/or individual goals, which 
may include specific targets for financial performance goals, which the 
Compensation Committee may, in its sole discretion, take into account 
solely for purposes of determining whether it should reduce or 
eliminate the bonus otherwise due to a participant by virtue of the 
Company having met the participant's minimum ROE objective. The 
exercise by the Compensation Committee of this negative discretion with 
respect to one participant may not result in an increase in the amount 
of bonus payable to another participant. 

IV. DETERMINATION OF AWARDS 
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A. 
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Approval of Goals/Awards 

The Compensation Committee of the Board of Directors must 
approve the minimum ROE objective prior to the beginning of 
any Plan period for all participants in the Plan (or at a 
later date as allowed by IRS notice or regulation) . This goal 
will be the sole criteria for measuring performance and 
determining the bonus for that period. The Compensation 
Committee will solely determine 

-2-

whether the minimum ROE objective has been satisfied for all 
participants in the Plan, as well as the total amount of the 
bonus pool, and prior to payment of any bonus hereunder will 
certify in writing as to the satisfaction of the minimum ROE 
objective and the amount of the bonus pool to the Board of 
Directors of the Company. 

Notwithstanding anything contained herein to the contrary, the 
Compensation Committee may, however, at its sole discretion, 
reduce bonus awards in light of other financial performance 
indicators, individual performance of the participant, overall 
business conditions or other circumstances. 

V. PAYMENT OF AWARDS 

Awards will be paid as soon as practicable at the end of the 
Plan period, subject to all required tax withholdings. Awards 
may be paid in cash, shares of the Company's common stock, or 
some combination thereof at the sole discretion of the 
Compensation Committee. 

VI. ADMINISTRATIVE MATTERS 

A. 

B. 

Position Changes 

Normally awards, provided the goals have been met, will be 
pro-rated according to the portion of the Plan period that an 
incumbent is eligible for the bonus. However, the Compensation 
Committee shall have the right to review each individual case 
and take such action as it deems appropriate consistent with 
the intent and purposes of this Plan. 

Effect on Benefits 

Payments made under this Plan shall be included in an 
employee's income for purposes of determining pension 
benefits, life insurance, long-term disability, and 
participation in the Company's TRIP plan. 
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c. 
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D. 

E. 

</TEXT> 
</DOCUMENT> 

Page 4 of 4 

Termination of Employment 

Normally awards, provided the goals therefore have been met, 
will be pro-rated in the case of death, permanent and total 
disability, or retirement under one of the Company's pension 
plans during a Plan period. If a participant terminates 
employment for any other reason prior to the last working day 
of a Plan period, he will normally forfeit any right to an 
award for the Plan period. Notwithstanding the foregoing, 
however, the Compensation Committee shall have the right to 

-3-

review each individual case and take such action as it deems 
appropriate consistent with the intent and purposes of this 
Plan. 

Administration of the Plan 

The Plan shall be administered solely by the Compensation 
Committee. Any and all determinations made by the Compensation 
Committee in connection with this Plan shall be final and 
binding on the Company and each participant in the Plan. 
Neither eligible participation in the Plan, nor award payments 
thereunder shall guarantee an employee any right to continued 
employment. The Plan does not give any employee a right or 
claim to an award under the Plan. The Compensation Committee 
reserves the right to change or discontinue the Plan at any 
time; provided, however, that any new factors used to 
establish a goal, other than ROE, or any change in the formula 
used to calculate the amount of the bonus pool, must be 
approved by the stockholders of the Company. 

Stockholder Approval 

The Plan shall be submitted to the stockholders of the Company 
at the 1998 annual meeting of stockholders. If the Plan is not 
approved by the stockholders by December 31, 1998, then this 
Plan shall be deemed to be null and void and any awards or 
grants made pursuant hereto shall automatically terminate. 
Thereafter, this Plan shall again be submitted to the 
stockholders for approval every fifth (5th) year or as may be 
required by the applicable provisions of the Code. 

-4-
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RESTATED CERTIFICATE OF INCORPORATION 

OF 

HOUSEHOLD INTERNATIONAL, INC. 

(as amended September 20, 2001) 

HOUSEHOLD INTERNATIONAL, INC. 

RESTATED CERTIFICATE OF INCORPORATION 

INDEX 

DESCRIPTION 

Restated Certificate of Incorporation 

Certificate of Change of Address of Registered Office and of 
Registered Agent 
Certificate of Amendment (Article VII) 
Certificate of Designation, Preferences and Rights of 8-1/4% 
Cumulative Preferred Stock, Series 1992-A 
Certificate of Amendment (Article IV) 
Certificate of Designation, Preferences 
and Rights of 7.35% Cumulative Preferred Stock, Series 1993-A 
Certificate of Designations of Series A Junior Participating 
Preferred Stock 
Certificate of Amendment (Article IV) 
Certificate of Amendment (Article IV) 
Certificate of Designation, Preferences 
Cumulative Preferred Stock 
Certificate of Designation, Preferences 
Cumulative Preferred Stock 
Certificate of Designation, Preferences 
Cumulative Preferred Stock 
Certificate of Designation, Preferences 

and 

and 

and 

and 
Cumulative Preferred Stock, Series 2001-A 

RESTATED 

CERTIFICATE OF INCORPORATION 

Rights of 5% 

Rights of $4.50 

Rights of $4.30 

Rights of 7.50% 
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Page 2 of60 

OF 

HOUSEHOLD INTERNATIONAL, INC 

This Restated Certificate of Incorporation was duly adopted by the Board of 
Directors of Household International, Inc. in accordance with the provisions of 
Section 245 of the General Corporation Law of the State of Delaware. This 
Restated Certificate of Incorporation only restates and integrates and does not 
further amend the provisions of the Corporation's certificate of incorporation 
as heretofore amended or supplemented, and there is no discrepancy between those 
provisions and the provisions of this Restated Certificate of Incorporation. The 
original Certificate of Incorporation was filed with the Secretary of State of 
Delaware on February 20, 1981. 

ARTICLE I 

The name of the Corporation is Household International, Inc. 
ARTICLE II 

The address of the Corporation's registered office in the State of Delaware is 
100 West Tenth Street, Wilmington, Delaware 19899. The name of its registered 
agent at such address is The Corporation Trust Company, in the county of New 
Castle. 

ARTICLE III 

The Corporation is to engage in any lawful act or activity for which 
corporations may be organized under the General Corporation Law of Delaware. 

ARTICLE IV 

The total number of shares that may be issued by the Corporation is 75,655,004 
of which 8,155,004 shares shall be Preferred Stock without par value and 
67,500,000 shares shall be Common Stock of the par value of $1 per share. 

The 8,155,004 shares of Preferred Stock may be issued from time to time in one 
or more series, which may have such designations, powers, preferences and 
relative, participating, optional or other special rights, and qualifications, 
limitations or restrictions thereof, as shall be stated in the resolution or 
resolutions (authorizing resolutions) providing for the issue of such shares 
adopted by the Board of Directors. Without otherwise limiting the generality of 
the foregoing provision, the Board of Directors is expressly authorized to 
provide, with respect to each such series, that: 

<PAGE> 

a. the shares of such series shall be subject to redemption (including 
redemption through a sinking fund of analogous fund) at such time or 
times and at such price 

or prices as shall be stated in the authorizing resolutions; 

b. the holders of the shares of such series shall be entitled to 
receive dividends at such rates, on such conditions and at 
such times, payable in preference, or in such relation, to the 
dividends payable on any other class or classes or of any 
other series of stock of the Corporation, and cumulative or 
non-cumulative, all as shall be stated in the authorizing 
resolutions; 
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c. the holders of the shares of such series shall be entitled to 
such rights upon the dissolution, or upon any distribution of 
the assets, of the Corporation as shall be stated in the 
authorizing resolutions; 

d. the shares of such series shall be convertible into, or 
exchangeable for, shares of any other class or classes of 
stock, or of any series thereof, of the Corporation at such 
price or prices or at such rate or rates and with such 
adjustments, all as shall be stated in the authorizing 
resolutions; 

e. the shares of such series shall have such voting powers, full 
or limited, or no voting powers, as shall be stated in the 
authorizing resolutions. 

The following is a statement of the powers, preferences, and rights, and the 
qualifications, limitations or restrictions thereof, in respect of the Preferred 
Stock, except such thereof as the Board of Directors is herein authorized to 
provide for, and in respect of the Common Stock: 

<PAGE> 

1. Except as otherwise provided in authorizing resolutions 
creating series of Preferred Stock, each share of Preferred 
Stock shall rank on a parity with each other share of 
Preferred Stock, regardless of series, in preference to the 
Common Stock, with respect to the payment of dividends at the 
respectively designated rates. No dividend shall be declared 
or paid on the shares of any particular series of Preferred 
Stock unless at the same time a dividend in like proportion to 
the respectively designated dividend rates shall be declared 
or paid on the shares of each other series of Preferred Stock 
then issued and outstanding ranking prior to or on a parity 
with such particular series with respect to the payment of 
dividends. Except as otherwise provided in the authorizing 
resolutions creating additional series of Preferred Stock, 
each share of Preferred Stock shall rank on a parity with each 
other share of Preferred Stock, regardless of series, in 
preference to the Common Stock, with respect to the 
distribution of assets according to the amounts to which the 
shares of the respective series are thereupon entitled. 

2. The holders of shares of the Preferred Stock shall be entitled 
to receive, when and as declared by the Board of Directors, 
out of any funds legally available for that purpose, dividends 
in cash at such respective rates, payable on such dates in 
each year and in respect of such dividend periods, all as 
stated in the authorizing resolutions, before any dividends 
shall be declared or paid or set apart for payment upon the 
Common Stock. Dividends on the shares of each series of the 
Preferred Stock shall be cumulative or non-cumulative and, if 
cumulative, shall be cumulative from such date, all as stated 
in the authorizing resolutions. 

At any time after all dividends shall have been paid, as above 
provided, on the 
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Preferred Stock of all series then outstanding and after, or 
concurrently with, the declaration and setting aside of a sum 
for the payment of full dividends on the Preferred Stock of 
each series then outstanding for the then current dividend 
period established for such series, then but not prior 
thereto, such dividends (payable either in cash, stock, or 
otherwise) as may be determined by the Board of Directors may 
be declared and paid on the Common Stock out of any remaining 
assets legally available for the declaration of the dividends 
and the Preferred Stock shall not be entitled to participate 
in any such dividends whether payable in cash, stock, or 
otherwise. No Preferred Stock or Common Stock may be purchased 
by the Corporation if any Preferred Stock dividends are in 
arrears, and no Preferred Stock may be redeemed in such case 
unless all issued and outstanding shares of Preferred Stock 
are redeemed. 

3. The whole or any part of the Preferred Stock, of any one or 
more series, redeemable pursuant to provisions stated in the 
respective authorizing resolutions, at the time outstanding, 
may, at the option of the Board of Directors, be redeemed, in 
accordance with such authorizing resolutions, at any time or 
from time to time, by the payment or by making provision for 
payment of such price or prices per share in the case of every 
such redemption as shall be stated in such authorizing 
resolutions, and, in every case, a sum equal to accrued and 
unpaid dividends, if any, with respect to each such share to 
be so redeemed, at the rate of the dividends fixed therefor, 
to the date fixed for redemption. 

In case of redemption of a part only of any series of the 
Preferred Stock at the time outstanding, such redemption shall 
be made by lot or pro rata in such manner as may be prescribed 
by resolution of the Board of Directors. The Board of 
Directors shall have full power and authority, subject to the 
limitations and provisions herein contained and stated in the 
respective authorizing resolutions, to prescribe the manner in 
which and the terms and conditions upon which Preferred Stock 
shall be redeemed from time to time. 

Notice of the Corporation's intention to redeem Preferred 
Stock, specifying the date of redemption, shall be published 
in newspapers of general circulation in New York, New York, 
and Chicago, Illinois, and shall be mailed not less than 
forty-five nor more than ninety days before the redemption 
date to the holders of record of such stock to be redeemed at 
their respective addresses as the same shall appear on the 
books of the Corporation, and, if less than all the shares 
owned by any such stockholder are then to be redeemed, the 
notice shall specify the number of shares thereof which are to 
redeemed. 

If notice shall be given as aforesaid and the funds necessary 
to redeem such stock shall have been set aside by the 
Corporation (other than by the trust deposit hereinafter 
provided for) separate and apart from its other funds for the 
benefit of the holders of the shares called for redemption, 
such stock shall be redeemed upon such date of redemption and 
shall cease to be outstanding; the right to receive dividends 
thereon shall cease to accrue from and after such date of 
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redemption and all rights of holders of the Preferred Stock so 
called for redemption shall forthwith on such redemption date 
cease and terminate except only the right of the 

holders thereof, upon presentation and surrender of their 
respective certificates representing said shares, to receive 
the redemption price therefor but without interest, and the 
right of conversion, if any. 

Anything herein contained to the contrary notwithstanding, if 
notice shall be given as aforesaid and before the redemption 
date an amount sufficient to redeem the shares so called for 
redemption shall be deposited in trust to be applied to such 
redemption with a bank or with bankers authorized to conduct 
banking business or with a trust company, in the Borough of 
Manhattan, City of New York, or in the City of Chicago, having 
a combined capital and surplus of at least $5,000,000, then, 
from and after the date of such deposit, such shares shall be 
deemed to be redeemed and to cease to be outstanding, and all 
rights of the holders of the shares called for redemption, as 
stockholders of the Corporation, shall cease except (i) the 
right, upon presentation and surrender of their respective 
certificates representing said shares, to receive from such 
bank or bankers or trust company on or after such redemption 
date the moneys so deposited in trust, but without interest, 
and (ii) the right of conversion, if any. The Corporation 
shall be entitled to any interest payable on the funds so 
deposited. Any redemption funds unclaimed at the end of six 
years shall be repaid to the Corporation, after which holders 
of the redeemed shares shall look only to the Corporation for 
payment of the redemption price, but without interest thereon. 

4. In the event of any voluntary or involuntary liquidation, 
dissolution, or winding up of the Corporation, the holders of 
the Preferred Stock shall be entitled to be paid or to have 
set apart for payment such sum or sums per share as shall be 
stated in the respective authorizing resolutions, together in 
each case with a sum equal to accrued and unpaid dividends, if 
any, at the rate of the dividends fixed therefor, to the date 
fixed for payment of such price or prices, before any 
distribution or payment shall be made to the holders of the 
Common Stock. No consolidation or merger of the Corporation 
with another corporation or corporations and no sale by the 
Corporation of its assets as an entirety or substantially as 
an entirety shall be deemed to be a liquidation, dissolution, 
or winding up on the Corporation within the meaning of this 
subdivision (4). 

5. The Corporation shall not, without the consent (expressed 
either in writing or by affirmative vote at a meeting called 
for that purpose) of the holders of two-thirds of the then 
outstanding Preferred Stock of all series, other than series 
in respect of which the authorizing resolutions expressly 
provide that such consent shall not be required: 

i. consolidate or merge with another corporation or corporations 
or sell it assets as an entirety or substantially as an 
entirety, provided, however, that the purchase for cash, 
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stock, or otherwise by the Corporation of all or any part of 
the assets, stock or other securities of another corporation 
or corporations shall not be deemed to be a consolidation or 
merger; 

ii. issue Preferred Stock of any series if there shall be cumulative 
dividends in arrears on outstanding Preferred Stock, 
irrespective of series; 

iii. 

iv. 

increase the authorized amount of the Preferred Stock, or create 
or issue any class of stock ranking prior to or on a parity with 
the Preferred Stock, or any series thereof, as to the payment of 
dividends or the distribution of assets; 

adopt any amendment to the Certificate of Incorporation of the 
Corporation which adversely alters any preference, power, or 
special right of the Preferred Stock, or of the holders thereof; 
provided, however, that if any such amendment would adversely 
alter any preference, power, or special right of one or more but 
not all of the series of the Preferred Stock or of the holders 
thereof, then the consent (expressed as above provided) only of 
the holders of two-thirds of the then outstanding shares of all 
series so affected, voting as a class, other than series in 
respect of which the authorizing resolutions expressly provide 
that such consent shall not be required, shall be required for 
the adoption of such amendment. 

6. In the event that any four quarterly cumulative dividends, 
whether consecutive or not, upon the Preferred Stock, or any 
series thereof, shall be in arrears, the holders of Preferred 
Stock of all series, other than series in respect of which the 
right is expressly withheld by the authorizing resolutions, 
shall have the right, at the next meeting of stockholders called 
for the election of directors, to elect one-third of the members 
of the Board of Directors out of the number fixed by the 
by-laws, and the holders of such Preferred Stock shall continue 
to have such right until all unpaid dividends upon the Preferred 
Stock shall have been paid in full. In the event that any eight 
quarterly cumulative dividends, whether consecutive or not, upon 
the Preferred Stock, or any series thereof, shall be in arrears, 
the holders of Preferred Stock of all series, other than series 
in respect of which the right is expressly withheld by the 
authorizing resolutions, shall have the right, at the next 
meeting of stockholders called for the election of directors, to 
elect a majority of the members of the Board of Directors out of 
the numbers fixed by the by-laws, and the holders of such 
Preferred Stock shall continue to have such right until all 
unpaid dividends upon the Preferred Stock shall have been paid 
in full. 

7. The holders of the Common Stock shall be entitled to vote at all 
meetings of the stockholders and, subject to the rights of 
holders of Preferred Stock to elect directors in accordance with 
the provisions of the foregoing subdivision (6), shall be 
entitled to one vote for each share of Common Stock held. 
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ARTICLE V 

There is hereby created a series of Preferred Stock of the Corporation, such 
series to be within the class of Preferred Stock authorized by Article IV 
hereof; to be designated $6.25 Cumulative Convertible Voting Preferred Stock 
(the "$6.25 Preferred Stock"); to consist of 3,454,635 shares; to have the 
powers, preferences and rights and the qualifications, limitations and 
restrictions set 

<PAGE> 

forth in, and to be subject to all of the terms and provisions of, Article IV 
hereof (except to the extent that the same may be inconsistent with this Article 
V); and to have the following additional powers, preferences, rights, 
qualifications, limitations, restrictions, terms and provisions: 

a. $6.25 per share is fixed as the amount per annum at which the 
holders of $6.25 Preferred Stock shall be entitled to receive 
dividends when and as declared by the Board of Directors, such 
dividends to be paid only from retained earnings of the 
Corporation; and such dividends shall be cumulative and shall 
accrue, whether or not earned or declared, from the Issue Date 
(as hereinafter defined), and shall be payable quarterly on the 
fifteenth day of January, April, July and October in each year 
to holders of record on the respective business days next 
preceding the first days of those months (and the quarterly 
dividend periods shall commence on the first days of those 
months); provided, however, that as to any shares of $6.25 
Preferred Stock issued less than 60 days prior to a dividend 
payment date, the dividend that would otherwise by payable on 
such dividend payment date will be payable on the next 
succeeding dividend payment date; and provided, further, that no 
dividend shall be declared or paid if (i) the Corporation is 
insolvent or would be rendered insolvent by payment of such 
dividend or (ii) the payment of such dividend would impair the 
Corporation's capital (i.e., the fair market value of the 
remaining assets of the Corporation would be less than the sum 
of its liabilities and the liquidation value of any classes and 
series of its Preferred Stock ranking prior to or on a parity 
with the $6.25 Preferred Stock). The "Issue Date" shall mean the 
day on which occurs the merger of Wallace-Murray Corporation, a 
Delaware corporation, into Household Acquisition Corporation 
Second, a Delaware corporation, or other subsidiary of the 
Corporation. An "Anniversary Date" shall mean any anniversary 
date of the Issue Date. 

b. The shares of $6.25 Preferred Stock shall be subject to 
redemption at the option of the Corporation at any time, and 
from time to time, in whole or in part, at the redemption price 
of $50 per share plus the amount of accrued and unpaid 
dividends, if any, thereon to the date fixed for redemption; 
provided, however, that no such optional redemption shall be 
made unless (i) the date fixed for redemption is on or after the 
fifth Anniversary Date, and (ii) at all times during the 
twelve-month period terminating on the date on which notice of 
such redemption is first given, the annualized rate of dividends 
in respect of the outstanding shares of Common Stock of the 
Corporation shall have equalled or exceeded the quotient 
obtained by dividing $6.25 by the conversion rate specified in 
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paragraph (d) hereof (as said conversion rate may have been 
adjusted pursuant to the provisions of said paragraph). As used 
herein, the term "annualized rate of dividends" shall mean, as 
of any particular time, the aggregate per share amount of 
regular cash dividends (excluding special and extraordinary 
dividends) paid on shares of the Common Stock of the Corporation 
generally, in respect of the most recently completed 
twelve-month period. 

c. The amount to which shares of $6.25 Preferred Stock shall be 
entitled upon liquidation, dissolution, or winding up of the 
Corporation, whether voluntary or 

involuntary, shall be $50 per share, plus the amount of accrued 
and unpaid dividends, if any, thereon to the date fixed for 
payment, and no more. 

d. The shares of $6.25 Preferred Stock shall be convertible at any 
time after issue at the option of the record holder thereof, in 
the manner hereinafter provided, into fully paid and 
nonassessable shares of Common Stock of the Corporation at the 
rate of 1.923 shares (adjusted to 2.327 shares as of close of 
business on April 7, 1989 and 4.654 shares as of close of 
business on October 15, 1993) of Common Stock for each share of 
$6.25 Preferred Stock; provided, however, that as to any shares 
of $6.25 Preferred Stock which shall have been called for 
redemption, the right of conversion shall terminate at the close 
of business on the fifth full business day prior to the date 
fixed for redemption. No payment or adjustment shall be made for 
dividends accrued on any shares of $6.25 Preferred Stock that 
shall be converted or for dividends on any shares of Common 
Stock that shall be issuable upon such conversion, but all 
dividends accrued and unpaid on such shares of $6.25 Preferred 
Stock up to the dividend payment date immediately preceding the 
date of conversion shall be payable to the converting 
shareholder, and no dividend shall be paid upon the shares of 
Common Stock until the same shall be paid or sufficient funds 
set apart for the payment thereof. 

The conversion rate provided for above shall be subject to the following 
adjustments: 

i. In case the Corporation shall declare and pay to the 
holders of the shares of Common Stock a dividend in shares 
of Common Stock, the conversion rate in effect immediately 
prior to the time fixed for the determination of 
shareholders entitled to such dividend shall be 
proportionately increased (adjusted to the nearest, or if 
there shall be no nearest then to the next lower, 
one-thousandth of a share of Common Stock), such 
adjustment to become effective immediately after the time 
fixed for such determination. 

ii. In case the Corporation shall subdivide the outstanding 
shares of Common Stock into a greater number of shares of 
Common Stock or combine the outstanding shares of Common 
Stock into a smaller number of shares of Common Stock, the 
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conversion rate in effective immediately prior to such 
subdivision or combination, as the case may be, shall be 
proportionately increased or decreased (adjusted to the 
nearest, or if there shall be no nearest then to the next 
lower, one-thousandth of a share of Common Stock), as the 
case may require, such increase or decrease, as the case 
may be, to become effective when such subdivision or 
combination becomes effective. 

In case of any reclassification or change of outstanding 
shares of Common Stock of the class issuable upon 
conversion of the shares of $6.25 Preferred Stock, or in 
case of any consolidation of merger of the Corporation 
with or into another corporation, or in case of any sale 
or conveyance to another corporation of all or 
substantially all of the property of the Corporation, the 
holder of each share of $6.25 Preferred Stock then 
outstanding shall have the right thereafter, so long as 
his 

conversion right hereunder shall exist, to convert such 
share into the kind and amount of shares of stock and other 
securities and property receivable upon such 
reclassification, change, consolidation, merger, sale or 
conveyance by a holder of the number of shares of Common 
Stock of the Corporation into which such shares of $6.25 
Preferred Stock might have been converted immediately prior 
to such reclassification, change, consolidation, merger, 
sale or conveyance, and shall have no other conversion 
rights under these provisions; provided, however, that 
effective provision shall be made, in the Articles or 
Certificate of Incorporation of the resulting, surviving, 
or successor corporation or otherwise, so that the 
provisions set forth herein for the protection of the 
conversion rights of the shares of $6.25 Preferred Stock 
shall thereafter be applicable, as nearly as reasonably may 
be, to any such other shares of stock and other securities 
and property deliverable upon conversion of the shares of 
$6.25 Preferred Stock remaining outstanding or other 
convertible preferred shares received by the holders in 
place thereof; and provided, further, that any such 
resulting, surviving, or successor corporation shall 
expressly assume the obligation to deliver, upon the 
exercise of the conversion privilege, such shares, 
securities, or property as the holders of the shares of 
$6.25 Preferred Stock remaining outstanding, or other 
convertible preferred shares received by the holders in 
place thereof, shall be entitled to receive pursuant to the 
provisions hereof, and to make provision for the protection 
of the conversion right as above provided. In case 
securities or property other than shares of Common Stock 
shall be issuable or deliverable upon conversion as 
aforesaid, then all references in this paragraph shall be 
deemed to apply, so far as appropriate and as nearly as may 
be, to such other securities or property. The subdivision 
or combination of shares of Common Stock at any time 
outstanding into a greater or lesser number of shares of 
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Common Stock (whether with or without par value) shall not 
be deemed to be a reclassification of the Common Stock of 
the Corporation for the purposes of this subparagraph 
(iii) 0 

iv. Unless the holders of shares of the $6.25 Preferred Stock 
shall be issued subscription rights or warrants on a 
reasonably equivalent basis, in case the Corporation shall 
issue to the holders of shares of any class of its capital 
stock subscription rights or warrants entitling them to 
subscribe for or purchase shares of Common Stock at a price 
per share less than the Average Market Price (as 
hereinafter defined) at the time fixed for determination of 
shareholders entitled to such subscription rights or 
warrants, the conversion rate in effect immediately prior 
to the time of said determination shall be increased 
(adjusted to the nearest, or if there shall be no nearest 
then to the next lower, one-thousandth of a share of Common 
Stock) by multiplying said rate by a fraction of which the 
numerator shall be the sum of the number of shares of 
Common Stock outstanding at the time of such determination 
and the number of additional shares of Common Stock so 
offered for subscription or purchase, and of which the 
denominator shall be the sum of the number of shares of 

Common Stock outstanding at the time of such determination 
and the number of shares of Common Stock which the 
aggregate subscription price of the total number of shares 
so offered would purchase at the Average Market Price, such 
adjustment to become effective immediately after the time 
fixed for such determination; provided, however, that if 
such subscription rights or warrants shall have a term not 
exceeding 45 days and if any such subscription rights or 
warrants expire unexercised, then the conversion rate will 
be readjusted, effective immediately after the expiration 
of such term, to the conversion rate which would have 
obtained if such unexercised subscription rights or 
warrants had not been issued. 

For the purposes of any computation under this subparagraph 
(iv) or subparagraph (v), the "Average Market Price" per 
share of Common Stock for any time shall be the average of 
the daily closing prices for the 30 consecutive business 
days commencing 45 business days before the time in 
question. The closing price for each day shall be the last 
sales price regular way or, in case no such sale takes 
place on such day, the average of the closing bid and asked 
prices regular way, in either case as recorded on the New 
York Stock Exchange (or, if the Common Stock is not 
regularly traded on the New York Stock Exchange, on the 
principal market or system on which trades in the Common 
Stock are recorded) . 

v. Unless the holders of shares of the $6.25 Preferred Stock 
shall be distributed evidences of indebtedness or other 
assets on a reasonably equivalent basis, in case the 
Corporation shall distribute to the holders of the shares 
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of Common Stock evidences of indebtedness of the 
Corporation or other assets of the Corporation (other than 
cash dividends to the extent paid from retained earnings, 
dividends in shares of Common Stock or subscription rights 
or warrants entitling them to subscribe for or purchase 
shares of Common Stock, but including securities 
convertible into capital stock of the Corporation), the 
conversion rate in effect immediately prior to the time 
fixed for determination of shareholders entitled to such 
distribution shall be increased (adjusted to the nearest, 
or if there shall be no nearest then to the next lower, 
one-thousandth of a share of Common Stock) by multiplying 
said rate by a fraction of which the numerator shall be the 
number of shares of Common Stock outstanding at the time of 
such determination and, and of which the denominator shall 
be the difference between the number of shares of Common 
Stock outstanding at the time of such determination and a 
number of shares of Common Stock having an aggregate 
Average Market Price at the time of such determination 
equal to the fair value (as determined by the Board of 
Directors of the Corporation in good faith) of the 
evidences of indebtedness or other assets so distributed, 
such adjustment to become effective immediately after the 
time fixed for such determination. 

Except as provided in the foregoing subparagraphs (i) through (v), there shall 
be no adjustments to the conversion rate set forth above. 

<PAGE> 

In order to convert shares of $6.25 Preferred Stock into shares of Common Stock, 
the holder thereof shall surrender the certificate or certificates for shares of 
$6.25 Preferred Stock, duly endorsed to the Corporation or in blank, at the 
office of any Transfer Agent for the shares of $6.25 Preferred Stock (or such 
other place as may be designated by the Corporation), and shall give written 
notice to the Corporation at said office that he elects to convert the same and 
shall state in writing therein the name or names in which he wishes the 
certificate or certificates for shares of Common Stock to be issued. The 
Corporation shall, as soon as practicable thereafter, deliver at said office to 
such holder of shares of $6.25 Preferred Stock or to his nominee or nominees, a 
certificate or certificates for the number of full shares of Common Stock to 
which he shall be entitled as aforesaid and shall make appropriate payment in 
cash for any fractional shares. Shares of $6.25 Preferred Stock shall be deemed 
to have been converted as of the date of the surrender of such shares for 
conversion as provided above, and the person or persons entitled to receive the 
shares of Common Stock issuable upon such conversion shall be treated for all 
purposes as the record holder or holders of such shares of Common Stock on such 
date. 

No fractions of shares of Common Stock shall be issued upon conversion, but in 
lieu thereof the Corporation shall adjust such fractional interest by payment to 
the holders of an amount in cash equal 
same fraction of the closing price (as 
the business day immediately preceding 

(computed to the nearest cent) to the 
defined in subparagraph (iv) above) on 
such conversion. 

A number of authorized shares of Common Stock sufficient to provide for the 
conversion of the shares of $6.25 Preferred Stock outstanding upon the bases 
hereinbefore provided shall at all times be reserved for such conversion. 
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a. There shall be a sinking fund (the "Sinking Fund") for the 
benefit of the shares of $6.25 Preferred Stock. For the purposes 
of the Sinking Fund, out of any net assets of the Corporation 
legally available therefor (but only from retained earnings and 
subject to the provisions of the last sentence of paragraph (2) 
of Article IV of the Certificate of Incorporation), before any 
dividends, in cash or property, shall be paid or declared, or 
any distribution ordered or made on the Common Stock of the 
Corporation, and before any shares of Common Stock of the 
Corporation shall be purchased, redeemed, or otherwise acquired 
for value by the Corporation or any subsidiary, the Corporation 
shall have paid or set aside in cash annually on the day prior 
to each Anniversary Date commencing with the tenth Anniversary 
Date, so long as there shall be outstanding any shares of $6.25 
Preferred Stock, an amount sufficient to redeem, on the day 
prior to each such Anniversary Date prior to the thirtieth, 4% 
of the number of shares of $6.25 Preferred Stock issued on the 
Issue Date (or such lesser number as remains outstanding) and, 
on the day prior to the thirtieth Anniversary Date, all such 
shares of $6.25 Preferred Stock as remain outstanding, at a 
price of $50 per share plus the amount of accrued and unpaid 
dividends, if any, thereon to the date so fixed for redemption; 
provided, however, that there shall be allowed to the 
Corporation as a credit thereagainst any shares of $6.25 
Preferred Stock which the Corporation may have acquired (as a 
result of the conversion of such shares or otherwise, which it 
may have redeemed pursuant to paragraph (b) hereof, or which it 
may have redeemed pursuant to this paragraph (e) (otherwise than 
through the operation of the Sinking Fund), which have not 
theretofore been used for the purpose of any such credit or any 
credit against a 

redemption of $6.25 Preferred Stock at the Corporation's 
election as hereinafter in this paragraph (e) provided for and 
which shares shall have been set aside by the Corporation for 
the purpose of the Sinking Fund; and provided, further, that no 
monies shall be paid or set aside for the Sinking Fund if at the 
day prior to any such Anniversary Date the Corporation is in 
arrears in respect of a sinking fund obligation under any other 
series of Preferred Stock ranking prior to or on a parity with 
the %6.25 Preferred Stock except to the extent that, in the case 
of any series ranking on a parity with the $6.25 Preferred 
Stock, provision is made for the payment or setting aside of 
monies for the Sinking Fund and for the sinking funds of such 
other series in proportion to the respective aggregate amounts 
then required to be paid or set aside therefor; and provided, 
further, that no monies shall be paid or set aside for the 
Sinking Funk if (i) the Corporation is insolvent or would be 
rendered insolvent by the payment of setting aside of such 
monies or (ii) the payment or setting aside of such monies would 
impair the Corporation's capital (i.e., the fair market value of 
the remaining assets of the Corporation would be less than the 
sum of its liabilities and the liquidation value of classes and 
series of its Preferred Stock ranking prior to or on a parity 
with the $6.25 Preferred Stock). The Sinking Fund shall be 
cumulative so that if on the day prior to any such Anniversary 
Date, the net assets of the Corporation legally available 
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therefor or the retained earnings of the Corporation shall be 
insufficient to permit any such amount be paid or set aside in 
full, or if for any other reason such amount shall not have been 
paid or set aside, but without interest, before any dividend, in 
cash or property, shall be paid or declared, or any other 
distribution ordered or made, on the Common Stock of the 
Corporation, and before any shares of Common Stock of the 
Corporation shall be purchased, redeemed or otherwise acquired 
for value by the Corporation or by any subsidiary of the 
Corporation. The Corporation may elect to redeem, on any Sinking 
Fund redemption date, up to an additional 4% of the number of 
shares of $6.25 Preferred Stock issued on the Issue Date, at a 
price of $50 per share plus the amount of accrued and unpaid 
dividends, if any, thereon to the date fixed for redemption; 
provided, however, that there shall be allowed to the 
Corporation as a credit thereagainst any shares of $6.25 
Preferred Stock which the Corporation may have acquired or 
redeemed otherwise than pursuant to paragraph (b) above and this 
paragraph (e) which have not theretofore been used for the 
purpose of any such credit or for the purpose of any credit 
against a redemption of $6.25 Preferred Stock pursuant to the 
Sinking Fund. Such optional right shall not be cumulative and, 
if unexercised in a particular year, may not be carried forward 
to subsequent years. 

b. The holders of $6.25 Preferred Stock shall be entitled to vote 
at all meetings of the stockholders, and at each such meeting 
shall be entitled to one vote for each share held. 

c. To the extent that the Board of Directors is authorized to fix 
the designations, powers, preferences and relative, 
participating, optional or other special rights, and 
qualifications, limitations or restrictions thereof, in respect 
of additional series of Preferred Stock, none of the preferences 
or rights of any such additional series as fixed by the Board of 
Directors shall be prior or superior in any respect to those 

of the $6.25 Preferred Stock. Without limiting the rights 
conferred by paragraph (5) of Article IV of the Certificate of 
Incorporation of the Corporation, the Corporation shall not, 
without the consent of the holders of two-thirds of the then 
outstanding shares of $6.25 Preferred Stock, adopt any amendment 
to the Certificate of Incorporation of the Corporation or take 
other action, whether by the Board of Directors or stockholders, 
which adversely alters the preferences, powers and special 
rights conferred by the provisions of paragraphs (b), d(iv), 
d(v) or (e) hereof. 

ARTICLE VI 

In furtherance, and not in limitation, of the powers conferred by statute, the 
Board of Directors of the Corporation is expressly authorized: 

1. To make, alter, amend and rescind the by-laws of the 
Corporation. 
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2. To determine from time to time, whether and to what 
extent, and at what times and places, and under what 
conditions and regulations the accounts and books of 
the Corporation (other than the stock ledger) or any 
of them shall be open to inspection of the 
stockholders; and no stockholder shall have any right 
to inspect any account, book or document of the 
Corporation, except as conferred by statute, unless 
authorized by a resolution of the stockholders then 
entitled to vote thereon or the Board of Directors. 

IN WITNESS WHEREOF, said Household International, Inc. has caused its corporate 
seal to be hereunto affixed and this certificate to by signed by D. C. Clark, 
its President, and attested by J. D. Pinkerton, its Secretary, this 4/th/ day of 
September, 1981. 

[SEAL] 

Attest: 

Household International, Inc. 

By: /s/ D. C. Clark 

D. C. Clark 
President 

By: /s/ J. D. Pinkerton 

Secretary 

<PAGE> 

CERTIFICATE OF CHANGE OF ADDRESS OF 

REGISTERED OFFICE AND OF REGISTERED AGENT 

PURSUANT TO SECTION 134 OF TITLE 8 OF THE DELAWARE CODE 

To: DEPARTMENT OF STATE 

Division of Corporations 
Townsend Building 
Federal Street 
Dover, Delaware 19903 

Pursuant to the provisions of Section 134 of Title 8 of the Delaware Code, the 
undersigned Agent for service of process, in order to change the address of the 
registered office of the corporations for which it is registered agent, hereby 
certifies that: 

1. The name of the agent is: The Corporate Trust Company 

2. The address of the old registered office was: 

100 West Tenth Street 
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Wilmington, Delaware 19801 

3. The address to which the registered office is to be changed is: 

Corporation Trust Center 
1209 Orange Street 
Wilmington, Delaware 19801 

The new address will be effective on July 30, 1984. 

4. The names of the corporation represented by said agent are set 
forth on the list annexed to this certificate and made a part 
hereof by reference. 

IN WITNESS WHEREOF, said agent has caused this certificate to be signed on its 
behalf by its Vice-President and Assistant Secretary this 25/th/ day of July, 
1984. 

THE CORPORATION TRUST COMPANY 

(Name of Registered Agent) 

By: Virginia Colwell (Vice-President) 

Attest: 

Mick Nurman (Assistant Secretary) 

<PAGE> 

STATE OF DELAWARE - DIVISION OF CORPORATIONS 

CHANGE OF ADDRESS FILING FOR 

CORPORATION TRUST AS OF JULY 27, 1984 

DOMESTIC 

0908612 HOUSEHOLD INTERNATIONAL, INC. 02/21/1981 D DE 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

Household International, Inc., a corporation organized and existing under the 
General Corporation Law of the State of Delaware, does hereby certify: 
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FIRST: That the Restated Certificate of Incorporation, as heretofore amended, of 
said Corporation has been further amended by inserting the following as Article 
VII: 

<PAGE> 

ARTICLE VII 

1. Elimination of Certain Liability of Directors. A director 
of the Corporation shall not be personally liable to the 
Corporation or its stockholders for monetary damages for 
breach of fiduciary duty as a director, except for 
liability (i) for any breach of the director's duty of 
loyalty to the Corporation or its stockholders, (ii) for 
acts or omissions not in good faith or which involve 
intentional misconduct or a knowing violation of law, (iii) 
under Section 174 of the Delaware General Corporation Law 
or successor provision, or (iv) for any transaction from 
which the director derived an improper personal benefit. 
Any repeal or amendment to this Section shall not adversely 
affect any right or protection of a director of the 
Corporation for any act or occurrence taking place prior to 
such repeal or amendment. 

2. Indemnification and Insurance. 

a. Each person who was or is made a party or is 
threatened to be made a party to or is involved in 
any action, suit or proceeding, whether civil, 
criminal, administrative, or investigative 
(hereinafter a "proceeding"), by reason of the fact 
that he or she, or a person of whom he or she is the 
legal representative, is or was a director, officer, 
or employee of the Corporation or is or was serving 
at the request of the Corporation as a director, 
officer, employee, or agent of another corporation 
or of a partnership, joint venture, trust, or other 
enterprise, including service with respect to 
employee benefit plans, shall be indemnified and 
held harmless by the Corporation to the fullest 
extent authorized by the Delaware General 
Corporation Law, as the same exists or may hereafter 
be amended (but, in the case of any such amendment, 
only to the extent that such amendment permits the 
Corporation to provide broader indemnification 
rights than said law permitted the Corporation to 
provide prior to such amendment), against all 
expense, liability, 

and loss (including attorneys' fees, judgments, fines, 
ERISA excise taxes, or penalties and amounts paid or 
to be paid in settlement) reasonably incurred or 
suffered by such person in connection therewith, and 
such indemnification shall continue as to a person who 
has ceased to be a director, officer, employee, or 
agent and shall inure to the benefit of his or her 
heirs, executors and administrators; provided, 
however, that except as provided in paragraph (b) 
hereof, the Corporation shall indemnify any such 
person seeking indemnification in connection with a 
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proceeding (or part thereof) initiated by such person 
only if such proceeding (or part thereof) was 
authorized by the Board of Directors of the 
Corporation. The right to indemnification conferred in 
this Section shall be a contract right and shall 
include the right to be paid by the Corporation the 
expenses incurred in defending any such proceeding in 
advance of its final disposition upon delivery to the 
Corporation of an undertaking to repay all amounts so 
advanced if it shall ultimately be determined that 
such person is not entitled to be indemnified under 
this Section or otherwise. The Corporation may, by 
action of its Board of Directors, provide 
indemnification to agents of the Corporation with the 
same scope and effect as the foregoing indemnification 
of directors, officers, and employees. 

b. If a claim under paragraph (a) of this Section is not 
paid in full by the Corporation, the claimant may at 
any time thereafter bring suit against the Corporation 
to recover the unpaid amount of the claim and, if 
successful in whole or in part, the claimant shall be 
entitled to be paid also the expense of prosecuting 
such claim. It shall be a defense to any such action 
(other than an action brought to enforce a claim for 
expenses incurred in defending any proceeding in 
advance of its final disposition where the required 
undertaking has been tendered to the Corporation) that 
the claimant has not met the standards of conduct 
which make it permissible under the Delaware General 
Corporation Law and paragraph (a) of this Section for 
the Corporation to indemnify the claimant for the 
amount claimed, but the burden of proving such defense 
shall be on the Corporation. Neither the failure of 
the Corporation (including its Board of Directors, 
independent legal counsel, or its stockholders) to 
have made a determination prior to the commencement of 
such action that indemnification of the claimant is 
proper in the circumstances because he or she has met 
the applicable standard of conduct set forth in the 
Delaware General Corporation Law, nor an actual 
determination by the Corporation (including its Board 
of Directors, independent legal counsel, or its 
stockholders) that the claimant has not met such 
applicable standard of conduct, shall be a defense to 
the action or create a presumption that the claimant 
has not met the applicable standard of conduct. 

c. The right to indemnification and the payment of 
expenses incurred in defending a proceeding in advance 
of its final disposition conferred in this Section 
shall not be exclusive of any other right which any 
person may have or hereafter acquire under any 
statute, provision of this Certificate of 
Incorporation, bylaw, agreement, contract, vote of 
stockholders or disinterested directors, or otherwise. 
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d. The Corporation may purchase and maintain insurance on 
behalf of any person who is or was a director, serving 
at the request of the Corporation as a director, 
officer, employee or agent of another corporation, 
partnership, joint venture, trust or other enterprise 
against any liability asserted against him and 
incurred by him in any such capacity, or arising out 
of his status as such, whether or not the Corporation 
would have the power to indemnify him against such 
liability under the provisions of this Section, the 
Delaware General Corporation Law, or otherwise. 

SECOND: That the aforesaid amendment of the Restated Certificate of 
Incorporation of said Corporation, set forth in Paragraph FIRST hereinabove, has 
been duly adopted in accordance with the provisions of Section 242 of the 
General Corporation Law of the State of Delaware. 

IN WITNESS WHEREOF, the Corporation has caused its corporate seal to be hereunto 
affixed and this certificate to be signed by D. C. Clark, its Chairman of the 
Board and Chief Executive Officer, and J. D. Pinkerton, its Senior Vice 
President- Administration and Secretary, this 13/th/ day of May, 1987. 

Attest: 

HOUSEHOLD INTERNATIONAL, INC. 

[SEAL] 

By: /s/ D. C. Clark 

Chairman of the Board and Chief Executive 
Officer 

/s/ J. D. Pinkerton 

Senior Vice President - Administration 
and Secretary 

<PAGE> 

CERTIFICATE OF HOUSEHOLD INTERNATIONAL, INC 

UNDER SECTION 151(g) OF THE GENERAL 

CORPORATION LAW OF THE STATE OF DELAWARE 

Household International, Inc., a Delaware corporation (hereinafter referred to 
as the "Corporation"), does hereby certify that: 

1. the Corporation's 9-1/2% Cumulative Preferred Stock, Series 
1991-A (the "Preferred Stock") has been redeemed in its entirety 
and that no shares of the Preferred Stock are outstanding as of 
the date hereof. 

2. the following resolution has been duly adopted by the 
Corporation's Board of Directors: 
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"RESOLVED, that the officers of the Corporation are duly authorized to file 
a certificate with the Secretary of State of Delaware eliminating from the 
Corporation's Certificate of Incorporation all matters set forth in each 
Certificate of Designation, Preferences and Rights for the Preferred Stock 
and as permitted by the Certificate of Designation, Preferences and Rights 
for the Preferred Stock, such shares of Preferred Stock redeemed shall 
resume the status of authorized and unissued shares of the Corporation's 
preferred stock." 

Upon the effective date of the filing of this Certificate, it shall eliminate 
from the Corporation's Certificate of Incorporation all matters set forth in the 
Certificate of Designation, Preferences and Rights with respect to the 
Corporation's 9-1/2% Cumulative Preferred Stock, Series 1991-A, and all of such 
shares of 9-1/2% Cumulative Preferred Stock, Series 1991-A, shall resume the 
status of authorized and unissued shares of the Corporation's class of Preferred 
Stock. 

IN WITNESS WHEREOF, said Household International, Inc., has caused its corporate 
seal to be hereunto affixed and this Certificate to be signed by Paul R. Shay, 
its Secretary, and attested by Susan E. Casey, its Assistant Secretary, this 
14/th/ day of March, 1997. 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ P. R. Shay 

Secretary 

Attest: 

By: /s/ S. E. Casey 

Assistant Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 

8-1/4% Cumulative Preferred Stock, Series 1992-A 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolutions were duly adopted by the Board of Directors of the 
Corporation and by the Preferred Stock Committee of the Board of Directors, 
pursuant to authority conferred upon the Board of Directors by the provisions of 
the Restated Certificate of Incorporation, as amended, of the Corporation, and 
pursuant to authority conferred upon the Preferred Stock Committee by the 
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resolutions of the Board of Directors set forth herein and in accordance with 
Section 141(c) of the General Corporation Law of the State of Delaware. 

1. The Board of Directors has adopted the following resolutions designating a 
Preferred Stock Committee of the Board of Directors and authorizing the 
Preferred Stock Committee to act on behalf of the Board of Directors (within 
certain limitations) in connection with the designation, issuance and sale of 
shares in one or more series of Preferred Stock of the Corporation. 

<PAGE> 

"RESOLVED, that a Preferred Stock Committee of the Board of Directors 
is hereby designated which shall have and may exercise, to the fullest 
extent permitted by law, the full power and authority of the Board of 
Directors with respect to the issuance and sale of one or more new 
series of the Corporation's Preferred Stock without par value (each 
such series herein referred to as the "New Preferred Stock"), 
including, without limitation, establishing the purchase price 
therefor, and fixing the designations and any of the preferences, 
powers, rights (other than voting powers or voting rights which shall 
be fixed by the Board of Directors) and relative, participating, 
optional or other special rights and qualifications, limitations or 
restrictions thereof, of such shares of each series of New Preferred 
Stock, and fixing the number of shares of each series of New Preferred 
Stock. 

"FURTHER RESOLVED, that the Preferred Stock Committee is authorized to 
take such additional actions and adopt such additional resolutions as 
it deems necessary or appropriate for the purpose of authorizing and 
implementing the issuance, offer, and sale for cash of New Preferred 
Stock, including, without limiting the generality of the foregoing, 
the authorization and execution of agreements (including underwriting 
agreements) relating to the offer and sale of New Preferred Stock, 
authorization and approval of listing applications (including 
amendments or supplements thereto) for the listing of such New 
Preferred Stock on a stock exchange, approval of forms of stock 
certificates and authorization of issuance of New Preferred Stock in 
uncertificated form, 

any actions which may be necessary to qualify the offering and sale of 
New Preferred Stock under Blue Sky Laws of the various states, any 
necessary filings with the Secretary of State of Delaware and other 
jurisdictions, and the appointment of a transfer agent. 

"FURTHER RESOLVED, that notwithstanding the foregoing resolutions, the 
Preferred Stock Committee may not authorize the sale of New Preferred 
Stock for more than $150 million cash consideration in the aggregate, 
and the power and authority of the Preferred Stock Committee set forth 
in the preceding resolutions shall expire on December 31, 1994, unless 
extended by further action of the Board of Directors of the 
Corporation. 

"FURTHER RESOLVED, that the members of the Preferred Stock Committee 
shall be D. C. Clark, E. P. Hoffman, and G. P. Osler. In the absence 
of Mr. Osler, A. E. Rasmussen is designated as an alternate member of 
the Preferred Stock Committee to serve in his place." 

2. The Board of Directors has adopted the following resolution pertaining to the 
voting rights for series of Preferred Stock authorized for issuance by the 
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Preferred Stock Committee of the Board of Directors. 

<PAGE> 

"RESOLVED, that holders of each series of the Corporation's New 
Preferred Stock which is authorized by the Preferred Stock Committee 
of the Board of Directors shall have no voting rights, and their 
consent shall not be required for taking any corporate action, except 
as otherwise set forth herein, or as otherwise required by law, and 
except as otherwise provided by the Board of Directors with respect to 
any particular series of New Preferred Stock. 

The consent of the holders of the New Preferred Stock with respect to 
the matters set forth in sub-sections (i) and (iii) of paragraph (5) 
of Article IV of the Corporation's Restated Certificate of 
Incorporation ("Paragraph (5)") shall not be required, except with 
respect to the creation or issuance of any class of stock ranking 
prior to or on a parity with the New Preferred Stock, or any series 
thereof, as to the payment of dividends or the distribution of assets; 
but the other provisions of Paragraph (5) shall be applicable to the 
New Preferred Stock. The holders of the New Preferred Stock shall have 
no right to elect directors pursuant to paragraph (6) of Article IV of 
the Corporation's Restated Certificate of Incorporation ("Paragraph 
(6)"), such right hereby being expressly withheld. 

In the event that any six quarterly cumulative dividends, whether 
consecutive or not, upon the New Preferred Stock shall be in arrears, 
the holders of the New Preferred Stock shall have the right, voting 
separately as a class with holders of shares of any one or more other 
series of Preferred Stock of the Corporation ranking on a parity with 
the New Preferred Stock either as to payment of dividends or the 
distribution of assets upon liquidation, dissolution, or winding up, 
whether voluntary or involuntary, and upon which like voting rights 
have been conferred and are then exercisable, at the next meeting of 
stockholders called for the election of directors, to elect two 
members of the Board of Directors. The right of such holders of such 
shares of the New Preferred Stock, voting separately as a class, to 
elect (together with the holders of shares of any one or more other 

series of Preferred Stock of the Corporation ranking on such a parity) 
members of the Board of Directors of the Corporation as aforesaid 
shall continue until such time as all dividends accumulated on such 
shares of the New Preferred Stock shall have been paid in full, at 
which time such right shall terminate, except as herein or by law 
expressly provided, subject to revesting in the event of each and 
every subsequent failure to pay dividends of the character above 
mentioned. 

Upon any termination of the right of the holders of the New Preferred 
Stock as a class to elect directors as herein provided, the term of 
office of all directors so elected shall terminate immediately. If the 
office of any director elected by such holders voting as a class 
becomes vacant by reason of death, resignation, retirement, 
disqualification, removal from office or otherwise, the remaining 
director elected by such holders voting as a class may choose a 
successor who shall hold office for the unexpired term in respect of 
which such vacancy occurred. Whenever the term of office of the 
directors elected by such holders voting as a class shall end and the 
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special voting powers vested in such holders as provided in this 
resolution shall have expired, the number of directors shall thereupon 
be such number as may be provided for in the Corporation's Bylaws 
irrespective of any increase made pursuant to the provisions of this 
resolution. 

Until all unpaid dividends on the New Preferred Stock shall have been 
paid in full, and in order to permit the holders of the Corporation's 
$6.25 Cumulative Convertible Voting Preferred Stock, and any other 
series of Preferred Stock issued by the Corporation having the voting 
rights set forth in Paragraph (6) to exercise fully the right to elect 
directors as granted by and provided in Paragraph (6), the number of 
directors constituting the whole Board of Directors of the Corporation 
shall not be less than seven. If, upon any such arrearage in 
dividends, the number of directors constituting the whole Board of 
Directors shall be less than seven, the size of the Board of Directors 
shall, immediately prior to the next meeting of stockholders called 
for the election of directors, automatically be increased by such 
number as shall be necessary to cause the number of directors 
constituting the whole Board of Directors to be no less than seven. 

To the extent that the Board of Directors is authorized to fix the 
designations, powers, preferences and relative, participating, 
optional or other special rights, and qualifications, limitations or 
restrictions thereof in respect of additional series of Preferred 
Stock, none of the preferences or rights of any such additional series 
as fixed by the Board of Directors shall rank prior to the New 
Preferred Stock as to payment of dividends or the distribution of 
assets upon liquidation, dissolution, or winding up, whether voluntary 
or involuntary, without consent of the holders of two-thirds of the 
outstanding shares of such series of New Preferred Stock voting as a 
class. 

The foregoing voting provisions shall not apply to any series of New 
Preferred Stock if, at or prior to the time when the act with respect 
to which such vote would otherwise be required shall be effected, all 
outstanding shares of such series of New Preferred Stock shall have 
been redeemed or sufficient funds shall have been deposited in trust 
to effect such redemption. 

On any item in which the holders of New Preferred Stock are entitled 
to vote, such holders shall be entitled to one vote for each share 
held." 

3. The Preferred Stock Committee of the Board of Directors has adopted the 
following resolution pursuant to authority conferred upon the Preferred Stock 
Committee of the Board of Directors by the resolution of the Board of Directors 
set forth in paragraph 1 above of this Certificate of Designation, Preferences 
and Rights: 

"RESOLVED, that the issue of a series of Preferred Stock without par 
value of the Corporation is hereby authorized and the designation, 
preferences and privileges, relative, participating, optional and 
other special rights, and qualifications, limitations and restrictions 
thereof, in addition to those set forth in the Restated Certificate of 
Incorporation, as amended, of the Corporation, are hereby fixed as 
follows: 
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8-1/4% Cumulative Preferred Stock, Series 1992-A 

<PAGE> 

(1) Number of Shares and Designation. 50,000 shares of Preferred Stock 
without par value of the Corporation are hereby constituted as a 
series of Preferred Stock without par value and designated as 8-1/4% 
Cumulative Preferred Stock, Series 1992-A (hereinafter called the 
"8-1/4% Preferred Stock"). 

(2) Dividends. The holders of shares of the 8-1/4% Preferred Stock 
shall be entitled to receive cash dividends, when and as declared by 
the Board of Directors of the Corporation, out of assets legally 
available for such purpose, at the rate determined as provided below. 
Such dividends shall be cumulative from the date of original issue of 
such shares and shall be payable quarterly in arrears, when and as 
declared by the Board of Directors of the Corporation, on the 
fifteenth day of January, April, July and October in each year to 
holders of record on the respective business days next preceding the 
first days of those months (and the quarterly dividend periods shall 
commence on the first days of those months). 

Dividends on the 8-1/4% Preferred Stock for quarterly dividend periods 
will be payable at the rate of 8-1/4% per annum from the date of 
original issue applied to the amount of $1,000 per share of 8-1/4% 
Preferred Stock. The amount of dividends payable on each share of 
8-1/4% Preferred Stock for each full quarterly dividend period shall 
be computed by dividing the dividend rate by four and applying the 
dividend rate to the amount of $1,000 per share. The amount of 
dividends payable for any dividend period shorter or longer than a 
full quarterly dividend period shall be computed on the basis of 
30-day months, a 360-day year and the actual number of days elapsed in 
the period. 

(3) Liquidation Preference. The amount to which shares of 8-1/4% 
Preferred Stock shall be entitled upon liquidation, dissolution, or 
winding up of the Corporation, whether voluntary or involuntary, shall 
be $1,000 per share, plus an amount equal to all accrued and unpaid 
dividends, if any, thereon to the date fixed for payment, and no more. 

(4) Redemption. The shares of 8-1/4% Preferred Stock shall be subject 
to redemption in whole or in part at the option of the Corporation on 
or after October 15, 2002, at $1,000 per share, plus an amount equal 
to all accrued and unpaid dividends, if any, thereon to the date fixed 
for redemption, and no more. 

(5) Shares to be Retired. All shares of 8-1/4% Preferred Stock 
purchased or redeemed by the Corporation shall be retired and 
cancelled and shall be restored to the status of 

authorized but unissued shares of the class of Preferred Stock without 
par value, without designation as to series, and may thereafter be 
issued, but not as shares of 8-1/4% Preferred Stock. 

(6) Conversion or Exchange. The holders of shares of 8-1/4% Preferred 
Stock shall not have any rights herein to convert such shares into or 
exchange such shares for shares of any other series of any class or 
classes of capital stock (or any other security) of the Corporation. 
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(7) Ranking. The 8-1/4% Preferred Stock shall rank on a parity with 
the Corporation's $6.25 Cumulative Convertible Voting Preferred Stock, 
9-1/2% Cumulative Preferred Stock, Series 1989-A, Flexible Rate 
Auction Preferred Stock, Series A, Flexible Rate Auction Preferred 
Stock, Series B, 11-1/4% Enhanced Rate Cumulative Preferred Stock and 
9-1/2% Cumulative Preferred Stock, Series 1991-A as to payment of 
dividends and distribution of assets upon liquidation, dissolution, or 
winding up, whether voluntary or involuntary, and shall rank prior to 
the Corporation's Common Stock and Series A Junior Participating 
Preferred Stock as to payment of dividends and distribution of assets 
upon liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be 
issued by the Corporation which ranks junior to the $6.25 Cumulative 
Convertible Voting Preferred Stock, 9-1/2% Cumulative Preferred Stock, 
Series 1989-A, Flexible Rate Auction Preferred Stock, Series A, 
Flexible Rate Auction Preferred Stock, Series B, 11-1/4% Enhanced Rate 
Cumulative Preferred Stock and 9-1/2% Cumulative Preferred Stock, 
Series 1991-A as to payment of dividends and distribution of assets 
upon liquidation, dissolution, or winding up, whether voluntary or 
involuntary." 

IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by J. Richard Hull, Senior Vice 
President-Secretary of the Corporation, and attested by John W. Blenke, 
Assistant Secretary, this 14/th/ day of October, 1992. 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ J. Richard Hull 

Senior Vice President-Secretary 

Attest: 

/s/ John W. Blenke 

Assistant Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

Household International, Inc., a corporation organized and existing under the 
General Corporation Law of the State of Delaware, does hereby certify: 

FIRST: That the Restated Certificate of Incorporation, as heretofore amended, of 
said Corporation has been further amended by deleting, in its entirety, the 
first paragraph of Article IV thereof and inserting the following as the new 
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first paragraph of Article IV: 

The total number of shares that may be issued by the Corporation is 
158,155,004 of which 8,155,004 shares shall be Preferred Stock without 
par value and 150,000,000 shares shall be Common Stock of the par 
value of $1 per share. 

SECOND: That the aforesaid amendment of the Restated Certificate of 
Incorporation of said Corporation, set forth in Paragraph FIRST herein above, 
has been duly adopted in accordance with the provisions of Section 242 of the 
General Corporation Law of the State of Delaware. 

IN WITNESS WHEREOF, the Corporation has caused its corporate seal to be hereunto 
affixed and this certificate to be signed by D. C. Clark, its Chairman of the 
Board and Chief Executive Officer and J. W. Blenke, Assistant General Counsel 
and Assistant Secretary, this 12/th/ day of May, 1993. 

Attest: 

/s/ J. W. Blenke 

HOUSEHOLD INTERNATIONAL, INC. 

[SEAL] 

By: /s/ D. C. Clark 

Chairman of the Board and 
Chief Executive Officer 

Assistant General Counsel and 
Assistant Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 

7.35% Cumulative Preferred Stock, Series 1993-A 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolutions were duly adopted by the Board of Directors of the 
Corporation and by the Offering Committee of the Board of Directors, pursuant to 
authority conferred upon the Board of Directors by the provisions of the 
Restated Certificate of Incorporation, as amended, of the Corporation, and 
pursuant to authority conferred upon the Offering Committee by the resolutions 
of the Board of Directors set forth herein and in accordance with Section 141(c) 
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of the General Corporation Law of the State of Delaware. 

1. The Board of Directors on May 12, 1993 has adopted the following resolutions 
designating an Offering Committee of the Board of Directors and authorizing the 
Offering Committee to act on behalf of the Board of Directors (within certain 
limitations) in connection with the designation, issuance and sale of shares in 
one or more series of Preferred Stock, without par value, of the Corporation: 

<PAGE> 

"FURTHER RESOLVED, that an Offering Committee of the Board of 
Directors is hereby designated which shall have and may exercise, to 
the fullest extent permitted by law, the full power and authority of 
the Board of Directors with respect to the issuance and sale of (i) 
the Common Stock, (ii) the Debt Securities or (iii) one ore more new 
series of the Corporation's Preferred Stock, including, without 
limitation, establishing the purchase price therefore, and fixing the 
designations and any of the preferences, powers, rights (other than 
voting powers or voting rights which shall be fixed by the Board of 
Directors) and relative, participating, optional or other special 
rights and qualifications, limitations or restrictions thereof, of 
such shares of each series of Preferred Stock; and 

"FURTHER RESOLVED, that notwithstanding the foregoing resolutions, the 
power and authority of the Offering Committee set forth in the 
preceding resolution shall expire on June 30, 1995, unless extended by 
further action of the Board of Directors of the Corporation; and 

"FURTHER RESOLVED, that the members of the Offering Committee shall be 
D. C. Clark, A. E. Rasmussen and G. P. Osler. In the absence of any of 
the named directors, any current director of the Corporation is 
designated as an alternate member of the Offering Committee to serve 
in such named director's place; and 

"FURTHER RESOLVED, that the Offering Committee is authorized to take 
such additional actions and adopt such additional resolutions as it 
deems necessary or appropriate for the purpose of authorizing and 
implementing the issuance, offer, and sale for cash of Preferred 
Stock, including, without limiting the generality of the foregoing, 
the authorization and execution of agreements (including underwriting 
agreements) relating to the offer and sale of Preferred Stock, 
approval of forms of stock certificates and authorization of issuance 
of Preferred Stock in uncertificated form, any actions which may be 
necessary to qualify the offering and sale of Preferred Stock under 
Blue Sky Laws of the various states, any necessary filings with the 
Secretary of State of Delaware and other jurisdictions, and the 
appointment of a transfer agent; and 

"FURTHER RESOLVED, that the Offering Committee is hereby empowered, in 
connection with the issuance and sale of any new series of the 
Corporation's Preferred Stock, to authorize the issuance and sale of 
depositary shares and depositary receipts for such depositary shares 
with respect to any such series of Preferred Stock, and to authorize 
the appointment of a depositary, registrar, and transfer agent for 
such depositary shares and depositary receipts, the execution of a 
depositary agreement, and any additional agreements or actions in 
connection therewith as the Offering Committee deems necessary or 
appropriate." 
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2. The Board of Directors, on May 12, 1993, has adopted the following resolution 
pertaining to the voting rights for series of Preferred Stock, without par 
value, authorized for issuance by the Offering Committee of the Board of 
Directors: 

<PAGE> 

"FURTHER RESOLVED, that holders of each series of the Corporation's 
Preferred Stock which is authorized by the Offering Committee of the 
Board of Directors shall have no voting rights, and their consent 
shall not be required for taking any corporate action, except as 
otherwise set forth herein or as otherwise required by law, and except 
as otherwise provided by the Board of Directors with respect to any 
particular series of Preferred Stock: 

The consent of the holders of the Preferred Stock with respect to the 
matters set forth in sub-sections (i) and (iii) of paragraph (5) of 
Article IV of the Corporation's Restated Certificate of Incorporation 
("Paragraph (5)") shall not be required, except with respect to the 
creation or issuance of any class of stock ranking prior to or on a 
parity with the Preferred Stock, or any series thereof, as to the 
payment of dividends or the distribution of assets; but the other 
provisions of Paragraph (5) shall be applicable to the Preferred 
Stock. The holders of the Preferred Stock shall have no right to elect 
directors pursuant to paragraph (6) of Article IV of the Corporation's 
Restated Certificate of Incorporation ("Paragraph (6)"), such right 
hereby being expressly withheld. 

In the event that any six quarterly cumulative dividends, whether 
consecutive or not, upon the Preferred Stock shall be in arrears, the 
holders of the Preferred Stock shall have the right, voting separately 
as a class with holders of shares of any one or more other series of 
preferred stock of the Corporation ranking on a parity with the 
Preferred Stock either as to payment of dividends or the distribution 
of assets upon liquidation, dissolution, or winding up, whether 
voluntary or involuntary, and upon which like voting rights have been 
conferred and are then exercisable, at the next meeting of 
stockholders 

called for the election of directors, to elect two members of the 
Board of Directors. The right of such holders of such shares of the 
Preferred Stock, voting separately as a class, to elect (together with 
the holders of shares of any one or more other series of preferred 
stock of the Corporation ranking on such a parity) members of the 
Board of Directors of the Corporation as aforesaid shall continue 
until such time as all dividends accumulated on such shares of the 
Preferred Stock shall have been paid in full, at which time such right 
shall terminate, except as herein or by law expressly provided, 
subject to revesting in the event of each and every subsequent failure 
to pay dividends of the character above mentioned. 

Upon any termination of the right of the holders of the Preferred 
Stock as a class to elect directors as herein provided, the term of 
office of all directors so elected shall terminate immediately. If the 
office of any director elected by such holders voting as a class 
becomes vacant by reason of death, resignation, retirement, 
disqualification, removal from office or otherwise, the remaining 
director elected by such holders voting as a class may choose a 
successor who shall hold office for the unexpired term in respect of 
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which such vacancy occurred. Whenever the term of office of the 
directors elected by such holders voting as a class shall end and the 
special voting powers vested in such holders as provided in this 
resolution shall have expired, the number of directors shall thereupon 
be such number as may be provided for in the Corporation's Bylaws 
irrespective of any increase made pursuant to the provisions of this 
resolution. 

Until all unpaid dividends on the Preferred Stock shall have been paid 
in full, and in order to permit the holders of the Corporation's $6.25 
Cumulative Convertible Voting Preferred Stock, and any other series of 
preferred stock issued by the Corporation having the voting rights set 
forth in Paragraph (6) to exercise fully the right to elect directors 
as granted by and provided in Paragraph (6), the number of directors 
constituting the whole Board of Directors of the Corporation shall not 
be less than seven. If, upon any such arrearage in dividends the 
number of directors constituting the whole Board of Directors shall be 
less than seven, the size of the Board of Directors shall, immediately 
prior to the next meeting of stockholders called for the election of 
directors, automatically be increased by such number as shall be 
necessary to cause the number of directors constituting the whole 
Board of Directors to be no less than seven. 

To the extent that the Board of Directors is authorized to fix the 
designations, powers, preferences and relative, participating, 
optional or other special rights, and qualifications, limitations or 
restrictions thereof in respect of additional series of preferred 
stock, none of the preferences or rights of any such additional series 
as fixed by the Board of Directors shall rank prior to the Preferred 
Stock as to payment of dividends or the distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, without the consent of the holders of two-thirds of the 
outstanding shares of such series of Preferred Stock voting as a 
class. 

The foregoing voting provisions shall not apply to any series of 
Preferred Stock, if at or prior to the time when the act with respect 
to which such vote would otherwise be required shall be effected, all 
outstanding shares of such series of Preferred Stock shall have been 
redeemed or sufficient funds shall have been deposited in trust to 
effect such redemption. 

On any item in which the holders of Preferred Stock are entitled to 
vote, such holders shall be entitled to one vote for each share held." 

3. The Offering Committee of the Board of Directors has on August 30, 1993 
adopted the following resolution pursuant to authority conferred upon the 
Offering Committee of the Board of Directors by the resolutions of the Board of 
Directors set forth in paragraph 1 above of this Certificate of Designation, 
Preferences and Rights: 

"RESOLVED, that the issue of a series of Preferred Stock without par 
value of the Corporation is hereby authorized and the designation, 
preferences and privileges, relative, participating, optional and 
other special rights, and qualifications, limitations and restrictions 
thereof, in addition to those set forth in the Restated Certificate of 
Incorporation, as amended, of the Corporation, are hereby fixed as 
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follows: 

7.35% Cumulative Preferred Stock, Series 1993-A 

(1) Number of Shares and Designation. 100,000 shares of Preferred 
Stock without par value of the Corporation are hereby constituted as a 
series of Preferred Stock without par value and designated as 7.35% 
Cumulative Preferred Stock, Series 1993-A (hereinafter called the 
"7.35% Preferred Stock"). 

(2) Dividends. The holders of shares of the 7.35% Preferred Stock 
shall be entitled to receive cash dividends, when and as declared by 
the Board of Directors of the Corporation, out of assets legally 
available for such purpose, at the rate determined as provided below. 
Such dividends shall be cumulative from the date of original issue of 
such shares and shall be payable quarterly in arrears, when and as 
declared by the Board of Directors of the Corporation, on the 
fifteenth day of January, April, July and October in each year to 
holders of record on the respective business days next preceding the 
first days of those months (and the quarterly dividend periods shall 
commence on the first days of those months). 

Dividends on the 7.35% Preferred Stock for quarterly dividend periods 
will be payable at the rate of 7.35% per annum from the date of 
original issue applied to the amount of $1,000 per share of 7.35% 
Preferred Stock. The amount of dividends payable on each share of 
7.35% Preferred Stock for each full quarterly dividend period shall be 
computed by dividing the dividend rate by four and applying the 
dividend rate to the amount of $1,000 per share. The amount of 
dividends payable for any dividend period shorter or longer than a 
full quarterly dividend period shall be computed on the basis of 
30-day months, a 360-day year and the actual number of days elapsed in 
the period. 

(3) Liquidation Preference. The amount to which shares of 7.35% 
Preferred Stock shall be entitled upon liquidation, dissolution, or 
winding up of the Corporation, whether voluntary or involuntary, shall 
be $1,000 per share, plus an amount equal to all accrued and unpaid 
dividends, if any, thereon to the date fixed for payment, and no more. 

(4) Redemption. The shares of 7.35% Preferred Stock shall be subject 
to redemption in whole or in part at the option of the Corporation on 
or after October 15, 1998 at $1,000 per share, plus an amount equal to 
all accrued and unpaid dividends, if any, thereon to the date fixed 
for redemption, and no more. 

(5) Shares to be Retired. All shares of 7.35% Preferred Stock purchased 
or redeemed by the Corporation shall be retired and cancelled and shall 
be restored to the status of authorized but unissued shares of the 
class of Preferred Stock without par value, without designation as to 
series, and may thereafter be issued, but not as shares of 7.35% 
Preferred Stock. 

(6) Conversion or Exchange. The holders of shares of 7.35% Preferred 
Stock shall not have any rights herein to convert such shares into or 
exchange such shares for shares of any other series of any class or 
classes of capital stock (or any other security) of the Corporation. 
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(7) Ranking. The 7.35% Preferred Stock shall rank on a parity with the 
Corporation's $6.25 Cumulative Convertible Voting Preferred Stock, 
9-1/2% Cumulative Preferred Stock, Series 1989-A, Flexible Rate Auction 
Preferred Stock, Series B, 11-1/4% Enhanced Rate Cumulative Preferred 
Stock, 9-1/2% Cumulative Preferred Stock, Series 1991-A and 8-1/4% 
Cumulative Preferred Stock, Series 1992-A as to payment of dividends 
and distribution of assets upon liquidation, dissolution, or winding 
up, whether voluntary or involuntary, and shall rank prior to the 
Corporation's Common Stock and Series A Junior Participating Preferred 
Stock as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be 
issued by the Corporation which ranks junior to the $6.25 Cumulative 
Convertible Voting Preferred Stock, 9-1/2% Cumulative Preferred Stock, 
Series 1989-A, Flexible Rate Auction Preferred Stock, Series B, 11-1/4% 
Enhanced Rate Cumulative Preferred Stock, 9-1/2% Cumulative Preferred 
Stock, Series 1991-A and 8-1/4% Cumulative Preferred Stock, Series 
1992-A as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary." 

IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by J. Richard Hull, Senior Vice 
President-Secretary and General Counsel of the Corporation, and attested by John 
W. Blenke, Assistant General Counsel and Assistant Secretary, this 1/st/ day of 
September, 1993. 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ J. Richard Hull 

Senior Vice President- Secretary and 
General Counsel 

Attest: 

/s/ John W. Blenke 

Assistant General Counsel and 

Assistant Secretary 

<PAGE> 

CERTIFICATE OF DESIGNATIONS 

Of 

SERIES A JUNIOR PARTICIPATING PREFERRED STOCK 

Of 

HOUSEHOLD INTERNATIONAL, INC. 

(Pursuant to Section 151 of the 

Delaware General Corporation Law) 

Household International, Inc., a corporation organized and existing under the 
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General Corporation Law of the State of Delaware (hereinafter called the 
"Corporation"), hereby certifies that the following resolution was adopted by 

the Board of Directors of the Corporation as required by Section 151 of the 
General Corporation Law at a meeting duly called and held on July 9, 1996: 

RESOLVED, that pursuant to the authority granted to and vested in the Board of 
Directors of this Corporation (hereinafter called the "Board of Directors" or 

the "Board") in accordance with the provisions of the Restated Certificate of 

Incorporation, the Board hereby creates a series of Preferred Stock, without par 
value (the "Preferred Stock"), of the Corporation and hereby states the 

designation and number of shares, and fixes the relative rights, preferences, 
and limitations thereof as follows: 

FURTHER RESOLVED, that pursuant to the authority granted to and vested in the 
Board in accordance with the provisions of the Restated Certificate of 
Incorporation, the consent of the holders of Series A Preferred Stock with 
respect to the matters set forth in sub-sections (i) and (iii) of paragraph (5) 
of Article IV of the Corporation's Restated Certificate of Incorporation 
("Paragraph (5)") shall not be required; but the other provisions of Paragraph 

(5) shall be applicable to the Series A Preferred Stock. The holders of the 
Series A Preferred Stock shall have no right to elect directors per paragraph 
(6) of Article IV of the Corporation's Restated Certificate of Incorporation, 
such right hereby being expressly withheld: 

Series A Junior Participating Preferred Stock: 

Section 1. Designation and Amount. The shares of such series shall be designated 

as "Series A Junior Participating Preferred Stock" (the "Series A Preferred 

Stock") and the number of shares constituting the Series A Preferred Stock shall 

be 150,000. Such number of shares may be increased or decreased by resolution of 
the Board of Directors; provided that no decrease shall reduce the number of 

shares of Series A Preferred Stock to a number less than the number of shares 
then outstanding plus the number of shares reserved for issuance upon the 
exercise of 

<PAGE> 

outstanding options, rights or warrants or upon the conversion of any 
outstanding securities issued by the Corporation convertible into Series A 
Preferred Stock. 

Section 2. Dividends and Distributions. 

(A) Subject to the rights of the holders of any shares of any series of 
Preferred Stock (or any similar stock) ranking prior and superior to 
the Series A Preferred Stock with respect to dividends, the holders of 
shares of Series A Preferred Stock, in preference to the holders of 
Common Stock, par value $1.00 per share (the "Common Stock"), of the 

Corporation, and of any other junior stock, shall be entitled to 
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receive, when, as and if declared by the Board of Directors out of 
funds legally available for the purpose, quarterly dividends payable in 
cash on the fifteenth day of January, April, July and October in each 
year (each such date being referred to herein as a "Quarterly Dividend 

Payment Date"), commencing on the first Quarterly Dividend Payment Date 

after the first issuance of a share or fraction of a share of Series A 
Preferred Stock, in an amount per share (rounded to the nearest cent) 
equal to the greater of (a) $1 or (b) subject to the provision for 
adjustment hereinafter set forth, 1,000 times the aggregate per share 
amount of all cash dividends, and 1,000 times the aggregate per share 
amount (payable in kind) of all non-cash dividends or other 
distributions, other than a dividend payable in shares of Common Stock 
or a subdivision of the outstanding shares of Common Stock (by 
reclassification of otherwise), declared on the Common Stock since the 
immediately preceding Quarterly Divided Payment Date or, with respect 
to the first Quarterly Dividend Payment Date, since the first issuance 
of any share or fraction of a share of Series A Preferred Stock. In the 
event the Corporation shall at any time declare or pay any dividend on 
the Common Stock payable in shares of Common Stock, or effect a 
subdivision or combination or consolidation of the outstanding shares 
of Common Stock (by reclassification or otherwise than by payment of a 
dividend in shares of Common Stock) into a greater or lesser number of 
shares of Common Stock, then in each such case the amount to which 
holders of shares of Series A Preferred Stock were entitled immediately 
prior to such event under case (b) of the preceding sentence shall be 
adjusted by multiplying such amount by a fraction, the numerator of 
which is the number of shares of Common Stock outstanding immediately 
after such event and the denominator of which is the number of shares 
of Common Stock that were outstanding immediately prior to such event. 

(B) The Corporation shall declare a dividend or distribution on the 
Series A Preferred Stock as provided in paragraph (A) of this Section 
immediately after it declares a dividend or distribution on the Common 
Stock (other than a dividend payable in shares of Common Stock); 
provided that, in the event no dividend or distribution shall have been 
declared on the Common Stock during the period between any Quarterly 
Dividend Payment Date and the next subsequent Quarterly Dividend 
Payment Date, a dividend of $1 per share on the Series A Preferred 
Stock shall nevertheless be payable on such subsequent Quarterly 
Dividend Payment Date. 

(C) Dividends shall begin to accrue and be cumulative on outstanding 
shares of Series A Preferred Stock from the Quarterly Dividend Payment 
Date next preceding the date of issue of such shares, unless the date 
of issue of such shares is prior to the record date for the first 
Quarterly Dividend Payment Date, in which case dividends on such shares 
shall 

begin to accrue from the date of issue of such shares, or unless the 
date of issue is a Quarterly Dividend Payment Date or is a date after 
the record date for the determination of holders of shares of Series A 
Preferred Stock entitled to receive a quarterly dividend and before 
such Quarterly Dividend Payment Date, in either of which events such 
dividends shall begin to accrue and be cumulative from such Quarterly 
Dividend Payment Date. Accrued but unpaid dividends shall not bear 
interest. Dividends paid on the shares of Series A Preferred Stock in 
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an amount less than the total amount of such dividends at the time 
accrued and payable on such shares shall be allocated pro rata on a 
share-by-share basis among all such shares at the time outstanding. The 
Board of Directors may fix a record date for the determination of 
holders of shares of Series A Preferred Stock entitled to receive 
payment of a dividend or distribution declared thereon, which record 
date shall be not more tan 60 days prior to the date fixed for the 
payment thereof. 

Section 3. Voting Rights. The holders of shares of Series A Preferred Stock 

shall have the following voting rights; 

<PAGE> 

(A) Subject to the provision for adjustment hereinafter set forth, each 
share of Series A Preferred Stock shall entitle the holder thereof to 
1,000 votes on all matters submitted to a vote of the stockholders of 
the Corporation. In the event the Corporation shall at any time declare 
or pay any dividend on the Common Stock payable in shares of Common 
Stock, or effect a subdivision or combination or consolidation of the 
outstanding shares of Common Stock (by reclassification or otherwise 
than by payment of a dividend in shares of Common Stock) into a greater 
or lesser number of shares of Common Stock, then in each such case the 
number of votes per share to which holders of shares of Series A 
Preferred Stock were entitled immediately prior to such event shall be 
adjusted by multiplying such number by a fraction, the numerator of 
which is the number of shares of Common Stock outstanding immediately 
after such event and the denominator of which is the number of shares 
of Common Stock that were outstanding immediately prior to such event. 

(B) Except as otherwise provided herein, in any other Certificate of 
Designations creating a series of Preferred Stock or any similar stock, 
or by law, the holders of shares of Series A Preferred Stock and the 
holders of shares of Common Stock and any other capital stock of the 
Corporation having general voting rights shall vote together as one 
class on all matters submitted to a vote of stockholders of the 
Corporation. 

(C) Except as set forth herein, or as otherwise provided by law, 
holders of Series A Preferred Stock shall have no special voting rights 
and their consent shall not be required (except to the extent they are 
entitled to vote with holders of Common Stock as set forth herein) for 
taking any corporate action. 

(D) The consent of the holders of Series A Preferred Stock with respect 
to the matters set forth in sub-sections (i) and (iii) of paragraph (5) 
of Article IV of the Corporation's Restated Certificate of 
Incorporation ("Paragraph (5)") shall not be required; but the other 

provisions of Paragraph (5) shall be applicable to the Series A 
Preferred Stock. The holders of the Series A Preferred Stock shall have 
no right to elect directors pursuant to paragraph (6) of Article IV of 
the Corporation's Restated Certificate of Incorporation, 

such right hereby being expressly withheld. 

Section 4. Certain Restrictions. 
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(A) Whenever quarterly dividends or other dividends or distributions 
payable on the Series A Preferred Stock as provided in Section 2 are in 
arrears, thereafter and until all accrued and unpaid dividends and 
distributions, whether or not declared, on shares of Series A Preferred 
Stock outstanding shall have been paid in full, the Corporation shall 
not: 

(i) declare or pay dividends, or make any other 
distributions, on any shares of stock ranking junior (either 
as to dividends or upon liquidation, dissolution or winding 
up) to the Series A Preferred Stock; 

(ii) declare or pay dividends, or make any other 
distributions, on any shares of stock ranking on a parity 
(either as to dividends or upon liquidation, dissolution or 
winding up) with the Series A Preferred Stock, except 
dividends paid ratably on the Series A Preferred Stock and all 
such parity stock on which dividends are payable or in arrears 
in proportion to the total amounts to which the holders of all 
such shares are then entitled; 

(iii) redeem or purchase or otherwise acquire for 
consideration shares of any stock ranking junior (either as to 
dividends or upon liquidation, dissolution or winding up) to 
the Series A Preferred Stock, provided that the Corporation 
may at any time redeem, purchase or otherwise acquire shares 
of any such junior stock in exchange for shares of any stock 
of the Corporation ranking junior (either as to dividends or 
upon dissolution, liquidation or winding up) to the Series A 
Preferred Stock; or 

(iv) redeem or purchase or otherwise acquire for 
consideration any shares of Series A Preferred Stock, or any 
shares of stock ranking on a parity with the Series A 
Preferred Stock, except in accordance with a purchase offer 
made in writing or by publication (as determined by the Board 
of Directors) to all holders of such shares upon such terms as 
the Board of Directors, after consideration of the respective 
annual dividend rates and other relative rights and 
preferences of the respective series and classes, shall 
determine in good faith will result in fair and equitable 
treatment among the respective series or classes. 

(B) The Corporation shall not permit any subsidiary of the Corporation 
to purchase or otherwise acquire for consideration any shares of stock 
of the Corporation unless the Corporation could, under paragraph (A) of 
this Section 4, purchase or otherwise acquire such shares at such time 
and in such manner. 

Section 5. Reacquired Shares. Any shares of Series A Preferred Stock purchased 

or otherwise acquired by the Corporation in any manner whatsoever shall be 
retired and cancelled promptly after the acquisition thereof. All such shares 
shall upon their cancellation become authorized but unissued shares of Preferred 
Stock and may be reissued as part of a new series of Preferred Stock subject to 
the conditions and restrictions on issuance set forth herein, in the Certificate 
of Incorporation, or in any other Certificate of Designations creating a series 
of Preferred Stock or 

<PAGE> 
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any similar stock or as otherwise required by law. 

Section 6. Liquidation, Dissolution or Winding Up. Upon any liquidation, 

dissolution or winding up of the Corporation, no distribution shall be made (1) 
to the holders of shares of stock ranking junior (either as to dividends or upon 
liquidation, dissolution or winding up) to the Series A Preferred Stock unless, 
prior thereto, the holders of shares of Series A Preferred Stock shall have 
received $1,000 per share, plus an amount equal to accrued and unpaid dividends 
and distributions thereon, whether or not declared, to the date of such payment, 
provided that the holders of shares of Series A Preferred Stock shall be 
entitled to receive an aggregate amount per share, subject to the provision for 
adjustment hereinafter set forth, equal to 1,000 times the aggregate amount to 
be distributed per share to holders of shares of Common Stock, or (2) to the 
holders of shares of stock ranking on a parity (either as to dividends or upon 
liquidation, dissolution or winding up) with the Series A Preferred Stock, 
except distributions made ratably on the Series A Preferred Stock and all such 
parity stock in proportion to the total amounts to which the holders of all such 
shares are entitled upon such liquidation, dissolution or winding up. In the 
event the Corporation shall at any time declare or pay any dividend on the 
Common Stock payable in shares of Common Stock, or effect a subdivision or 
combination or consolidation of the outstanding shares of Common Stock (by 
reclassification or otherwise than by payment of a dividend in shares of Common 
Stock) into a greater or lesser number of shares of Common Stock, then in each 
such case the aggregate amount to which holders of shares of Series A Preferred 
Stock were entitled immediately prior to such event under the proviso in clause 
(1) of the preceding sentence shall be adjusted by multiplying such amount by a 
fraction the numerator of which is the number of shares of Common Stock 
outstanding immediately after such event and the denominator of which is the 
number of shares of Common Stock that were outstanding immediately prior to such 
event. 

Section 7. Consolidation, Merger, etc. In case the Corporation shall enter into 

any consolidation, merger, combination or other transaction in which the shares 
of Common Stock are exchanged for or changed into other stock or securities, 
cash and/or any other property, then in any such case each share of Series A 
Preferred Stock shall at the same time be similarly exchanged or changed into an 
amount per share, subject to the provision for adjustment hereinafter set forth, 
equal to 1,000 times the aggregate amount of stock, securities, cash and/or any 
other property (payable in kind), as the case may be, into which or for which 
each share of Common Stock is changed or exchanged. In the event the Corporation 
shall at any time declare or pay any dividend on the Common Stock payable in 
shares of Common Stock, or effect a subdivision or combination or consolidation 
of the outstanding shares of Common Stock (by reclassification or otherwise than 
by payment of a dividend in shares of Common Stock) into a greater or lesser 
number of shares of Common Stock, then in each such case the amount set forth in 
the preceding sentence with respect to the exchange or change of shares of 
Series A Preferred Stock shall be adjusted by multiplying such amount by a 
fraction, the numerator of which is the number of shares of Common Stock 
outstanding immediately after such event and the denominator of which is the 
number of shares of Common Stock that were outstanding immediately prior to such 
event. 

Section 8. No Redemption. The shares of Series A Preferred Stock shall not be 

redeemable. 
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Section 9. Rank. The Series A Preferred Stock shall rank, with respect to the 

payment of dividends and the distribution of assets, junior to all series of any 
other class of the Corporation's 

<PAGE> 

Preferred Stock. 

Section 10. Amendment. The Certificate of Incorporation of the Corporation shall 

not be amended in any manner which would materially alter or change the powers, 
preferences or special rights of the Series A Preferred Stock so as to affect 
them adversely without the affirmative vote of the holders of at least 
two-thirds of the outstanding shares of Series A Preferred Stock, voting 
together as a single class. 

IN WITNESS WHEREOF, this Certificate of Designations is executed on behalf of 
the Corporation by its Chief Executive Officer or Chief Financial Officer and 
attested by its Secretary this 9/th/ day of July, 1996. 

By: /s/ William F. Aldinger 

Chief Executive Officer or Chief Financial 

Officer 

Attest: 

/s/ Paul R. Shay 

Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

Household International, Inc., a corporation organized and existing under the 
General Corporation Law of the State of Delaware, does hereby certify: 

FIRST: That the Restated Certificate of Incorporation, as heretofore amended, of 
said Corporation has been further amended by deleting, in its entirety, the 
first paragraph of Article IV thereof and inserting the following as the new 
first paragraph of Article IV: 

The total number of shares that may be issued by the Corporation is 
258,155,004 of which 8,155,004 shares shall be Preferred Stock without 
par value and 250,000,000 shares shall be Common Stock of the par value 
of $1 per share. 

SECOND: That the aforesaid amendment of the Restated Certificate of 
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Incorporation of said Corporation, set forth in Paragraph FIRST hereinabove, has 
been duly adopted in accordance with the provisions of Section 242 of the 
General Corporation Law of the State of Delaware. 

IN WITNESS WHEREOF, the Corporation has caused its corporate seal to be hereunto 
affixed and this certificate to be signed by W. F. Aldinger, its Chairman and 
Chief Executive Officer and P. R. Shay, Assistant General Counsel and Secretary, 
this 14/th/ day of May, 1997. 

[SEAL] 

Attest: 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ W. F. Aldinger 

Chairman and Chief Executive 
Officer 

/s/ P. R. Shay 

Assistant General Counsel and Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

Household International, Inc., a corporation organized and existing under the 
General Corporation Law of the State of Delaware, does hereby certify: 

FIRST: That the Restated Certificate of Incorporation, as heretofore amended, of 
said Corporation has been further amended by deleting, in its entirety, the 
first paragraph of Article IV thereof and inserting the following as the new 
first paragraph of Article IV: 

The total number of shares that may be issued by the Corporation is 
758,155,004 of which 8,155,004 shares shall be Preferred Stock without 
par value and 750,000,000 shares shall be Common Stock of the par value 
of $1 per share. 

SECOND: That the number of shares constituting the Series A Junior Participating 
Preferred Stock is increased to 750,000. 

THIRD: That the aforesaid amendments of the Restated Certificate of 
Incorporation of said Corporation, set forth above have been duly adopted in 
accordance with the provisions of Section 242 of the General Corporation Law of 
the State of Delaware. 

IN WITNESS WHEREOF, the Corporation has caused its corporate seal to be hereunto 
affixed and this certificate to be signed by W. F. Aldinger, its Chairman and 
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Chief Executive Officer and P. R. Shay, Assistant General Counsel and Corporate 
Secretary, this 13/th/ day of May, 1998. 

HOUSEHOLD INTERNATIONAL, INC. 

[SEAL] 

By: /s/ W. F. Aldinger 

Chairman and Chief Executive 

Attest: Officer 

/s/ P. R. Shay 

Assistant General Counsel and 

Corporate Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 

5% Cumulative Preferred Stock 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolution was duly adopted by the Board of Directors of the 
Corporation pursuant to authority conferred upon the Board of Directors by the 
provisions of the Restated Certificate of Incorporation, as amended, of the 
Corporation, and in accordance with Section 141(c) of the General Corporation 
Law of the State of Delaware. 

1. The Board of Directors has on May 13, 1998 adopted the following 
resolution: 

"RESOLVED, that the issue of a series of Preferred Stock of the Corporation is 
hereby authorized and the designation, preferences and privileges, relative, 
participating, optional and other special rights, and qualifications, 
limitations and restrictions thereof, in addition to those set forth in the 
Restated Certificate of Incorporation, as amended, of the Corporation, are 
hereby fixed as follows: 

5% Cumulative Preferred Stock 

(1) Number of Shares and Designation. 407,718 shares of Preferred 

Stock, without par value of the Corporation are hereby constituted as a 
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series of Preferred Stock, without par value and designated as 5% 
Cumulative Preferred Stock (hereinafter called the "5% Preferred 
Stock") . 

(2) Dividends. The holders of shares of the 5% Preferred Stock shall be 

entitled to receive cash dividends, when and as declared by the Board 
of Directors of the Corporation, out of assets legally available for 
such purpose, at the rate determined as provided below. Such dividends 
shall be cumulative from the date of original issue of such shares and 
shall be payable semi-annually in arrears, when and as declared by the 
Board of Directors of the Corporation, on the last day of June and 
December in each year to holders of record, in each case, on the last 
business day of the calendar month next preceding the dividend payment 
date (and the semi-annual dividend periods shall commence on the first 
day following each dividend payment date and end on the next succeeding 
dividend payment date) . 

Dividends on the 5% Preferred Stock for semi-annual dividend periods 
will be payable at the rate of 5% per annum from the date of original 
issue. The amount of dividends payable on each share of 5% Preferred 
Stock for each full semi-annual dividend period 

shall be computed by dividing the dividend rate by two and applying the 
dividend rate to each outstanding share. 

(3) Liquidation Preference. The amount to which shares of 5% Preferred 

Stock shall be entitled upon liquidation, dissolution, or winding up of 
the Corporation, whether voluntary or involuntary, shall be $50.00 per 
share, plus an amount equal to all accrued and unpaid dividends, if 
any, thereon to the date fixed for payment, whether or not earned or 
declared, and no more. Such amount to be set apart from holders or paid 
to holders out of the assets of the Corporation before any distribution 
is made to or set apart for holders of the Corporation's Common Stock. 

(4) Redemption. (a) The shares of the 5% Preferred Stock shall be 

subject to redemption in whole or in part at the option of the 
Corporation, by vote of the Board of Directors, at $50.00 per share, 
plus an amount equal to all accrued and unpaid dividends, if any, 
thereon to the date fixed for redemption, whether or not earned or 
declared, and no more. If less than all of the outstanding shares of 5% 
Preferred Stock are to be redeemed, the shares to be redeemed shall be 
determined by lot in such usual manner and subject to such regulations 
as the Board of Directors in its sole discretion shall prescribe. 

(b) At least 30 days prior to the date fixed for the redemption of 
shares of the 5% Preferred Stock, a written notice shall be mailed to 
each holder of record of shares of 5% Preferred Stock to be redeemed in 
a postage prepaid envelope addressed to such holder at his post office 
address as shown on the records of the Corporation, notifying such 
holder of the election of the Corporation to redeem such shares stating 
the date fixed for redemption thereof (the "redemption date"), and 
calling upon such holder to surrender to the Corporation on the 
redemption date at the place designated in such notice his certificate 
or certificates representing the number of shares specified in such 
notice of redemption. 
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(c) On or after the redemption date each holder of shares of 5% 
Preferred Stock to be redeemed shall present and surrender his 
certificate or certificates for such shares to the Corporation at the 
place designated in such notice and thereupon the redemption price of 
such shares shall be paid to or on the order of the person whose name 
appears on such certificate or certificates as the owner thereof and 
each surrendered certificate shall be canceled. 

(d) In case less than all the shares represented by any such 
certificate are redeemed, a new certificate shall be issued 
representing the unredeemed shares. 

(e) From and after the redemption date (unless default shall be made by 
the Corporation in payment of the redemption price) all dividends on 
the shares of 5% Preferred Stock designated for redemption in such 
notice shall cease to accrue, and all rights of the holders thereof as 
stockholders of the Corporation, except the right to receive the 
redemption price thereof upon the surrender of certificates 
representing the same, shall cease and determine and such shares shall 
not thereafter be transferred (except with the consent of the 
Corporation) on the books of the Corporation, and such shares shall not 
be deemed to be outstanding for any purpose whatsoever. 

(f) At its election, prior to the redemption date, the Corporation may 
deposit the redemption price of the shares of 5% Preferred Stock called 
for redemption in trust for the holders thereof with a bank or trust 
company (having a capital and surplus of not less than $1,000,000) in 
the City of Chicago, Illinois or in the Borough of Manhattan, City and 
State of New York or in any other city in which the Corporation at the 
time shall maintain a transfer agency with respect to such stock, in 
which case such redemption notice shall state the date of such deposit, 
shall specify the office of such bank or trust company as the place of 
payment of the redemption price, and shall call upon such holders to 
surrender the certificates representing such shares at such place on or 
after the date fixed in such redemption notice (which shall not be 
later than the redemption date) against payment of the redemption 
price. From and after the making of such deposit, the shares of 5% 
Preferred Stock so designated for redemption shall not be deemed to be 
outstanding for any purpose whatsoever, and the rights of the holders 
of such shares shall be limited to the right to receive the redemption 
price of such shares without interest, upon surrender of the 
certificates representing the same to the Corporation at said office of 
such bank or trust company. 

(g) Any moneys so deposited which shall remain unclaimed by the holders 
of such 5% Preferred Stock at the end of six years after the redemption 
date shall be returned by such bank or trust company to the Corporation 
after which the holders of the 5% Preferred Stock shall have no further 
interest in such moneys. 

(5) Shares to be Retired. All shares of 5% Preferred Stock purchased or 

redeemed by the Corporation shall be retired and cancelled and shall be 
restored to the status of authorized but unissued shares of the class 
of Preferred Stock without par value, without designation as to series, 
and may thereafter be issued, but not as shares of 5% Preferred Stock. 
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(6) Conversion or Exchange. The holders of shares of 5% Preferred Stock 

shall not have any rights herein to convert such shares into or 
exchange such shares for shares of any other series of any class or 
classes of capital stock (or any other security) of the Corporation. 

(7) Voting Rights. (a) Each holder of 5% Preferred Stock shall be 

entitled to one vote for each share held on each matter submitted to a 
vote of stockholders of the Corporation and, except as otherwise herein 
or by law provided, the 5% Preferred Stock, the Common Stock of the 
Corporation, and any other capital stock of the Corporation at the time 
entitled thereto, shall vote together as one class, except that while 
the holders of 5% Preferred Stock, voting as a class, are entitled to 
elect two directors as hereinafter provided, they shall not be entitled 
to participate with the Common Stock (or any other capital stock as 
stated above) in the election of any other directors. 

(b) In case at any time three or more full semi-annual dividends 
(whether consecutive or not) on the 5% Preferred Stock shall be in 
arrears, then during the period (the "Class Voting Period") commencing 
with such time and ending with the time when all arrears in dividends 
on the 5% Preferred Stock shall have been paid and the full dividend on 
the 5% Preferred Stock for the then current semi-annual dividend period 
shall have been declared and paid or set aside for payment, at any 
meeting of the stockholders of the Corporation held for the election of 
directors during the Class Voting Period, the holders of 5% 

Preferred Stock represented in person or by proxy at said meeting shall 
be entitled, as a class, to the exclusion of the holders of all other 
classes of stock of the Corporation, to elect two directors of the 
Corporation, each share of 5% Preferred Stock entitling the holder 
thereof to one vote. 

(c) Any director who shall have been elected by holders of 5% Preferred 
Stock or by any director so elected as herein contemplated, may be 
removed at any time during a Class Voting Period, either for or without 
cause, by, and only by, the affirmative votes of the holders of record 
of a majority of the outstanding shares of 5% Preferred Stock given at 
a special meeting of such stockholders called for the purpose, and any 
vacancy thereby created may be filled during such Class Voting Period 
by the holders of 5% Preferred Stock present in person or represented 
by proxy at such meeting. Any director to be elected by the Board of 
Directors of the Corporation to replace a director elected by holders 
of 5% Preferred Stock or elected by a director as provided for in this 
sentence shall be elected by the remaining director previously elected 
by the holders of 5% Preferred Stock. At the end of the Class Voting 
Period the holders of 5% Preferred Stock shall be automatically 
divested of all voting power vested in them under this resolution but 
subject always to the subsequent vesting hereunder of voting power in 
the holders of 5% Preferred Stock in the event of any similar default 
or defaults thereafter. 

(8) Ranking. The 5% Preferred Stock shall rank on a parity with the 

Corporation's 8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% 
Cumulative Preferred Stock, Series 1993-A, $4.50 Cumulative Preferred 
Stock and $4.30 Cumulative Preferred Stock as to payment of dividends 
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and distribution of assets upon liquidation, dissolution, or winding 
up, whether voluntary or involuntary, and shall rank prior to the 
Corporation's Common Stock and Series A Junior Participating Preferred 
Stock as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be 
issued by the Corporation which ranks junior to the Corporation's 
8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% Cumulative 
Preferred Stock, Series 1993-A, $4.50 Cumulative Preferred Stock and 
$4.30 Cumulative Preferred Stock as to payment of dividends and 
distribution of assets upon liquidation, dissolution, or winding up, 
whether voluntary or involuntary. 

(9) Amendments. While any 5% Preferred Stock is outstanding, the 

Corporation shall not alter or change the preferences, special rights 
or powers of the 5% Preferred Stock so as to adversely affect the 5% 
Preferred Stock without the affirmative consent (given in writing or at 
a meeting duly called for the purpose) of the holders of at least 
two-thirds (2/3rds) of the aggregate number of shares of 5% Preferred 
Stock then outstanding. 

"FURTHER RESOLVED, that the Chairman, President, or any Vice President, together 
with the Secretary or an Assistant Secretary, of the Corporation are hereby 
authorized and directed to execute, acknowledge, file with the Delaware 
Secretary of State, and record in New Castle County, Delaware, a Certificate of 
Designation, Preferences and Rights of the 5% Preferred Stock when such officers 
of the Corporation shall in their sole discretion consider such action to be 
necessary or advisable; and 

"FURTHER RESOLVED, that the form of certificates for the 5% Preferred Stock 
which form of 

<PAGE> 

certificate has been presented to this meeting, and a copy of which the 
Secretary or an Assistant Secretary is instructed to mark for identification and 
file with the corporate records, is hereby approved, the facsimile signatures of 
the officers of the Corporation contained on the certificates are adopted as the 
valid and binding signatures of the officers so signing, and the proper 
corporate officers are authorized on behalf of and under the corporate seal of 
the Corporation to execute and deliver the said certificates in substantially 
the form presented with such changes therein as may be approved by the officers 
executing the same, execution thereof to be conclusive evidence of such 
approval; and 

"FURTHER RESOLVED, that application be made to the New York Stock Exchange, Inc. 
(the "Exchange") for listing of the 5% Preferred Stock upon official notice of 
issuance of the 5% Preferred Stock and that Messrs. J. W. Blenke, P. R. Shay and 
P. D. Schwartz or any counsel designated by any of the foregoing individuals, be 
and each hereby are authorized and designated by the Corporation to appear 
before the Exchange in furtherance of the listing of said 5% Preferred Stock, 
including authority to file or make any such changes in the said applications or 
any agreements relevant thereto and to execute any and all documents on behalf 
of the Corporation as may be necessary or desirable to conform with the 
requirements for listing; and 

"FURTHER RESOLVED, that the officers of the Corporation, or any counsel 
designated thereby, are hereby severally authorized to execute on behalf of the 
Corporation and file with appropriate authorities such applications, statements, 
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certificates, consents, and other documents as may be necessary for the 
registration or qualification of the 5% Preferred Stock under the securities 
laws of the states of the United States in which such securities are required to 
be registered or qualified, and any actions having previously been taken are 
hereby authorized, approved and ratified; and 

"FURTHER RESOLVED, that Harris Trust and Savings Bank ("Harris Bank") is hereby 
appointed as transfer agent and registrar for the 5% Preferred Stock upon such 
terms as the officers of the Corporation consider necessary or advisable; and 

"FURTHER RESOLVED, that for the purpose of the original issue of the shares of 
5% Preferred Stock, Harris Bank, as the Corporation's transfer agent and 
registrar, is authorized and directed to issue and is authorized to register and 
deliver certificates representing an aggregate of up to 407,718 shares of 5% 
Preferred Stock of the Corporation all in accordance with instructions from the 
officers of the Corporation; and 

"FURTHER RESOLVED, that the 5% Preferred Stock shall be without par value; and 

"FURTHER RESOLVED, that the officers of the Corporation are hereby authorized 
and directed on behalf of the Corporation to take and cause to be taken all 
action necessary or desirable to carry out the terms, implications and intent of 
these resolutions, and to consummate the transactions contemplated therein." 

<PAGE> 

IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by David A. Schoenholz, Executive Vice 
President and Chief Financial Officer of the Corporation, and attested by 
Patrick D. Schwartz, Associate General Counsel and Assistant Secretary, this 
30/th/ day of June, 1998. 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ David A. Schoenholz 

Executive Vice President- Chief Financial 
Officer 

Attest: 

/s/ Patrick D. Schwartz 

Associate General Counsel and 

Assistant Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 
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$4.50 Cumulative Preferred Stock 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolution was duly adopted by the Board of Directors of the 
Corporation pursuant to authority conferred upon the Board of Directors by the 
provisions of the Restated Certificate of Incorporation, as amended, of the 
Corporation, and in accordance with Section 141(c) of the General Corporation 
Law of the State of Delaware. 

1. The Board of Directors has on May 13, 1998 adopted the following 
resolution: 

"RESOLVED, that the issue of a series of Preferred Stock of the Corporation is 
hereby authorized and the designation, preferences and privileges, relative, 
participating, optional and other special rights, and qualifications, 
limitations and restrictions thereof, in addition to those set forth in the 
Restated Certificate of Incorporation, as amended, of the Corporation, are 
hereby fixed as follows: 

<PAGE> 

$4.50 Cumulative Preferred Stock 

(1) Number of Shares and Designation. 103,976 shares of Preferred 

Stock, without par value of the Corporation are hereby constituted as a 
series of Preferred Stock, without par value and designated as $4.50 
Cumulative Preferred Stock (hereinafter called the "$4.50 Preferred 
Stock") . 

(2) Dividends. The holders of shares of the $4.50 Preferred Stock shall 

be entitled to receive cash dividends, when and as declared by the 
Board of Directors of the Corporation, out of assets legally available 
for such purpose, at the rate determined as provided below. Such 
dividends shall be cumulative from the date of original issue of such 
shares and shall be payable semi-annually in arrears, when and as 
declared by the Board of Directors of the Corporation, on the last day 
of June and December in each year to holders of record, in each case, 
on the last business day of the calendar month next preceding the 
dividend payment date (and the semi-annual dividend periods shall 
commence on the first day following each dividend payment date and end 
on the next succeeding dividend payment date). 

Dividends on the $4.50 Preferred Stock for semi-annual dividend periods 
will be payable 

at the rate of $4.50 per annum from the date of original issue. The 
amount of dividends payable on each share of $4.50 Preferred Stock for 
each full semi-annual dividend period shall be computed by dividing the 
dividend rate by two and applying the dividend rate to each outstanding 
share. 

(3) Liquidation Preference. The amount to which shares of $4.50 

Preferred Stock shall be entitled upon liquidation, dissolution, or 
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winding up of the Corporation, whether voluntary or involuntary, shall 
be $100.00 per share, plus an amount equal to all accrued and unpaid 
dividends, if any, thereon to the date fixed for payment, whether or 
not earned or declared, and no more. Such amount to be set apart from 
holders or paid to holders out of the assets of the Corporation before 
any distribution is made to or set apart for holders of the 
Corporation's Common Stock. 

(4) Redemption. (a) The shares of the $4.50 Preferred Stock shall be 

subject to redemption in whole or in part at the option of the 
Corporation, by vote of the Board of Directors, at $103.00 per share, 
plus an amount equal to all accrued and unpaid dividends, if any, 
thereon to the date fixed for redemption, whether or not earned or 
declared, and no more. If less than all of the outstanding shares of 
$4.50 Preferred Stock are to be redeemed, the shares to be redeemed 
shall be determined by lot in such usual manner and subject to such 
regulations as the Board of Directors in its sole discretion shall 
prescribe. 

(b) At least 30 days prior to the date fixed for the redemption of 
shares of the $4.50 Preferred Stock, a written notice shall be mailed 
to each holder of record of shares of $4.50 Preferred Stock to be 
redeemed in a postage prepaid envelope addressed to such holder at his 
post office address as shown on the records of the Corporation, 
notifying such holder of the election of the Corporation to redeem such 
shares stating the date fixed for redemption thereof (the "redemption 
date"), and calling upon such holder to surrender to the Corporation on 
the redemption date at the place designated in such notice his 
certificate or certificates representing the number of shares specified 
in such notice of redemption. 

(c) On or after the redemption date each holder of shares of $4.50 
Preferred Stock to be redeemed shall present and surrender his 
certificate or certificates for such shares to the Corporation at the 
place designated in such notice and thereupon the redemption price of 
such shares shall be paid to or on the order of the person whose name 
appears on such certificate or certificates as the owner thereof and 
each surrendered certificate shall be canceled. 

(d) In case less than all the shares represented by any such 
certificate are redeemed, a new certificate shall be issued 
representing the unredeemed shares. 

(e) From and after the redemption date (unless default shall be made by 
the Corporation in payment of the redemption price) all dividends on 
the shares of $4.50 Preferred Stock designated for redemption in such 
notice shall cease to accrue, and all rights of the holders thereof as 
stockholders of the Corporation, except the right to receive the 
redemption price thereof upon the surrender of certificates 
representing the same, shall cease and determine and such shares shall 
not thereafter be transferred (except with the 

consent of the Corporation) on the books of the Corporation, and such 
shares shall not be deemed to be outstanding for any purpose 
whatsoever. 

(f) At its election, prior to the redemption date, the Corporation may 
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deposit the redemption price of the shares of $4.50 Preferred Stock 
called for redemption in trust for the holders thereof with a bank or 
trust company (having a capital and surplus of not less than 
$1,000,000) in the City of Chicago, Illinois or in the Borough of 
Manhattan, City and State of New York or in any other city in which the 
Corporation at the time shall maintain a transfer agency with respect 
to such stock, in which case such redemption notice shall state the 
date of such deposit, shall specify the office of such bank or trust 
company as the place of payment of the redemption price, and shall call 
upon such holders to surrender the certificates representing such 
shares at such place on or after the date fixed in such redemption 
notice (which shall not be later than the redemption date) against 
payment of the redemption price. From and after the making of such 
deposit, the shares of $4.50 Preferred Stock so designated for 
redemption shall not be deemed to be outstanding for any purpose 
whatsoever, and the rights of the holders of such shares shall be 
limited to the right to receive the redemption price of such shares 
without interest, upon surrender of the certificates representing the 
same to the Corporation at said office of such bank or trust company. 

(g) Any moneys so deposited which shall remain unclaimed by the holders 
of such $4.50 Preferred Stock at the end of six years after the 
redemption date shall be returned by such bank or trust company to the 
Corporation after which the holders of the $4.50 Preferred Stock shall 
have no further interest in such moneys. 

(5) Shares to be Retired. All shares of $4.50 Preferred Stock purchased 

or redeemed by the Corporation shall be retired and cancelled and shall 
be restored to the status of authorized but unissued shares of the 
class of Preferred Stock without par value, without designation as to 
series, and may thereafter be issued, but not as shares of $4.50 
Preferred Stock. 

(6) Conversion or Exchange. The holders of shares of $4.50 Preferred 

Stock shall not have any rights herein to convert such shares into or 
exchange such shares for shares of any other series of any class or 
classes of capital stock (or any other security) of the Corporation. 

(7) Voting Rights. (a) Each holder of $4.50 Preferred Stock shall be 

entitled to one vote for each share held on each matter submitted to a 
vote of stockholders of the Corporation and, except as otherwise herein 
or by law provided, the $4.50 Preferred Stock, the Common Stock of the 
Corporation, and any other capital stock of the Corporation at the time 
entitled thereto, shall vote together as one class, except that while 
the holders of $4.50 Preferred Stock, voting as a class, are entitled 
to elect two directors as hereinafter provided, they shall not be 
entitled to participate with the Common Stock (or any other capital 
stock as stated above) in the election of any other directors. 

(b) In case at any time three or more full semi-annual dividends 
(whether consecutive or not) on the $4.50 Preferred Stock shall be in 
arrears, then during the period (the "Class Voting Period") commencing 
with such time and ending with the time when all arrears in 

dividends on the $4.50 Preferred Stock shall have been paid and the 
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full dividend on the $4.50 Preferred Stock for the then current 
semi-annual dividend period shall have been declared and paid or set 
aside for payment, at any meeting of the stockholders of the 
Corporation held for the election of directors during the Class Voting 
Period, the holders of $4.50 Preferred Stock represented in person or 
by proxy at said meeting shall be entitled, as a class, to the 
exclusion of the holders of all other classes of stock of the 
Corporation, to elect two directors of the Corporation, each share of 
$4.50 Preferred Stock entitling the holder thereof to one vote. 

(c) Any director who shall have been elected by holders of $4.50 
Preferred Stock or by any director so elected as herein contemplated, 
may be removed at any time during a Class Voting Period, either for or 
without cause, by, and only by, the affirmative votes of the holders of 
record of a majority of the outstanding shares of $4.50 Preferred Stock 
given at a special meeting of such stockholders called for the purpose, 
and any vacancy thereby created may be filled during such Class Voting 
Period by the holders of $4.50 Preferred Stock present in person or 
represented by proxy at such meeting. Any director to be elected by the 
Board of Directors of the Corporation to replace a director elected by 
holders of $4.50 Preferred Stock or elected by a director as provided 
for in this sentence shall be elected by the remaining director 
previously elected by the holders of $4.50 Preferred Stock. At the end 
of the Class Voting Period the holders of $4.50 Preferred Stock shall 
be automatically divested of all voting power vested in them under this 
resolution but subject always to the subsequent vesting hereunder of 
voting power in the holders of $4.50 Preferred Stock in the event of 
any similar default or defaults thereafter. 

(8) Ranking. The $4.50 Preferred Stock shall rank on a parity with the 

Corporation's 8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% 
Cumulative Preferred Stock, Series 1993-A, 5% Cumulative Preferred 
Stock and $4.30 Cumulative Preferred Stock as to payment of dividends 
and distribution of assets upon liquidation, dissolution, or winding 
up, whether voluntary or involuntary, and shall rank prior to the 
Corporation's Common Stock and Series A Junior Participating Preferred 
Stock as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be 
issued by the Corporation which ranks junior to the Corporation's 
8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% Cumulative 
Preferred Stock, Series 1993-A, 5% Cumulative Preferred Stock and $4.30 
Cumulative Preferred Stock as to payment of dividends and distribution 
of assets upon liquidation, dissolution, or winding up, whether 
voluntary or involuntary. 

(9) Amendments. While any $4.50 Preferred Stock is outstanding, the 

Corporation shall not alter or change the preferences, special rights 
or powers of the $4.50 Preferred Stock so as to adversely affect the 
$4.50 Preferred Stock without the affirmative consent (given in writing 
or at a meeting duly called for the purpose) of the holders of at least 
two-thirds (2/3rds) of the aggregate number of shares of $4.50 
Preferred Stock then outstanding. 

"FURTHER RESOLVED, that the Chairman, President, 
with the Secretary or an Assistant Secretary, of 
authorized and directed to execute, acknowledge, 

or any Vice President, together 
the Corporation are hereby 
file with the Delaware 

Secretary of State, and record in New Castle County, Delaware, a Certificate of 
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Designation, Preferences and Rights of the $4.50 Preferred 

<PAGE> 

Stock when such officers of the Corporation shall in their sole discretion 
consider such action to be necessary or advisable; and 

"FURTHER RESOLVED, that the form of certificates for the $4.50 Preferred Stock 
which form of certificate has been presented to this meeting, and a copy of 
which the Secretary or an Assistant Secretary is instructed to mark for 
identification and file with the corporate records, is hereby approved, the 
facsimile signatures of the officers of the Corporation contained on the 
certificates are adopted as the valid and binding signatures of the officers so 
signing, and the proper corporate officers are authorized on behalf of and under 
the corporate seal of the Corporation to execute and deliver the said 
certificates in substantially the form presented with such changes therein as 
may be approved by the officers executing the same, execution thereof to be 
conclusive evidence of such approval; and 

"FURTHER RESOLVED, that application be made to the New York Stock Exchange, Inc. 
(the "Exchange") for listing of the $4.50 Preferred Stock upon official notice 
of issuance of the $4.50 Preferred Stock and that Messrs. J. W. Blenke, P. R. 
Shay and P. D. Schwartz or any counsel designated by any of the foregoing 
individuals, be and each hereby are authorized and designated by the Corporation 
to appear before the Exchange in furtherance of the listing of said $4.50 
Preferred Stock, including authority to file or make any such changes in the 
said applications or any agreements relevant thereto and to execute any and all 
documents on behalf of the Corporation as may be necessary or desirable to 
conform with the requirements for listing; and 

"FURTHER RESOLVED, that the officers of the Corporation, or any counsel 
designated thereby, are hereby severally authorized to execute on behalf of the 
Corporation and file with appropriate authorities such applications, statements, 
certificates, consents, and other documents as may be necessary for the 
registration or qualification of the $4.50 Preferred Stock under the securities 
laws of the states of the United States in which such securities are required to 
be registered or qualified, and any actions having previously been taken are 
hereby authorized, approved and ratified; and 

"FURTHER RESOLVED, that Harris Trust and Savings Bank ("Harris Bank") is hereby 
appointed as transfer agent and registrar for the $4.50 Preferred Stock upon 
such terms as the officers of the Corporation consider necessary or advisable; 
and 

"FURTHER RESOLVED, that for the purpose of the original issue of the shares of 
$4.50 Preferred Stock, Harris Bank, as the Corporation's transfer agent and 
registrar, is authorized and directed to issue and is authorized to register and 
deliver certificates representing an aggregate of up to 103,976 shares of $4.50 
Preferred Stock of the Corporation all in accordance with instructions from the 
officers of the Corporation; and 

"FURTHER RESOLVED, that the $4.50 Preferred Stock shall be without par value; 
and 

"FURTHER RESOLVED, that the officers of the Corporation are hereby authorized 
and directed on behalf of the Corporation to take and cause to be taken all 
action necessary or desirable to carry out the terms, implications and intent of 
these resolutions, and to consummate the transactions contemplated therein." 

<PAGE> 
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IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by David A. Schoenholz, Executive Vice 
President and Chief Financial Officer of the Corporation, and attested by 
Patrick D. Schwartz, Associate General Counsel and Assistant Secretary, this 
30/th/ day of June, 1998. 

Attest: 

/s/ Patrick D. Schwartz 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ David A. Schoenholz 

Executive Vice President- Chief 
Financial Officer 

Associate General Counsel and 

Assistant Secretary 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 

$4.30 Cumulative Preferred Stock 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolution was duly adopted by the Board of Directors of the 
Corporation pursuant to authority conferred upon the Board of Directors by the 
provisions of the Restated Certificate of Incorporation, as amended, of the 
Corporation, and in accordance with Section 141(c) of the General Corporation 
Law of the State of Delaware. 

1. The Board of Directors has on May 13, 1998 adopted the following 
resolution: 

"RESOLVED, that the issue of a series of Preferred Stock of the Corporation is 
hereby authorized and the designation, preferences and privileges, relative, 
participating, optional and other special rights, and qualifications, 
limitations and restrictions thereof, in addition to those set forth in the 
Restated Certificate of Incorporation, as amended, of the Corporation, are 
hereby fixed as follows: 

$4.30 Cumulative Preferred Stock 
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(1) Number of Shares and Designation. 836,585 shares of Preferred 

Stock, without par value of the Corporation are hereby constituted as a 
series of Preferred Stock, without par value and designated as $4.30 
Cumulative Preferred Stock (hereinafter called the "$4.30 Preferred 
Stock") . 

(2) Dividends. The holders of shares of the $4.30 Preferred Stock shall 

be entitled to receive cash dividends, when and as declared by the 
Board of Directors of the Corporation, out of assets legally available 
for such purpose, at the rate determined as provided below. Such 
dividends shall be cumulative from the date of original issue of such 
shares and shall be payable semi-annually in arrears, when and as 
declared by the Board of Directors of the Corporation, on the last day 
of March and September in each year to holders of record, in each case, 
on the last business day of the calendar month next preceding the 
dividend payment date (and the semi-annual dividend periods shall 
commence on the first day following each dividend payment date and end 
on the next succeeding dividend payment date). 

Dividends on the $4.30 Preferred Stock for semi-annual dividend periods 
will be payable 

at the rate of $4.30 per annum from the date of original issue. The 
amount of dividends payable on each share of $4.30 Preferred Stock for 
each full semi-annual dividend period shall be computed by dividing the 
dividend rate by two and applying the dividend rate to each outstanding 
share. 

(3) Liquidation Preference. The amount to which shares of $4.30 

Preferred Stock shall be entitled upon liquidation, dissolution, or 
winding up of the Corporation, whether voluntary or involuntary, shall 
be $100.00 per share, plus an amount equal to all accrued and unpaid 
dividends, if any, thereon to the date fixed for payment, whether or 
not earned or declared, and no more. Such amount to be set apart from 
holders or paid to holders out of the assets of the Corporation before 
any distribution is made to or set apart for holders of the 
Corporation's Common Stock. 

(4) Redemption. (a) The shares of the $4.30 Preferred Stock shall be 

subject to redemption in whole or in part at the option of the 
Corporation, by vote of the Board of Directors, at $100.00 per share, 
plus an amount equal to all accrued and unpaid dividends, if any, 
thereon to the date fixed for redemption, whether or not earned or 
declared, and no more. If less than all of the outstanding shares of 
$4.30 Preferred Stock are to be redeemed, the shares to be redeemed 
shall be determined by lot in such usual manner and subject to such 
regulations as the Board of Directors in its sole discretion shall 
prescribe. 

(b) At least 30 days prior to the date fixed for the redemption of 
shares of the $4.30 Preferred Stock, a written notice shall be mailed 
to each holder of record of shares of $4.30 Preferred Stock to be 
redeemed in a postage prepaid envelope addressed to such holder at his 
post office address as shown on the records of the Corporation, 
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notifying such holder of the election of the Corporation to redeem such 
shares stating the date fixed for redemption thereof (the "redemption 
date"), and calling upon such holder to surrender to the Corporation on 
the redemption date at the place designated in such notice his 
certificate or certificates representing the number of shares specified 
in such notice of redemption. 

(c) On or after the redemption date each holder of shares of $4.30 
Preferred Stock to be redeemed shall present and surrender his 
certificate or certificates for such shares to the Corporation at the 
place designated in such notice and thereupon the redemption price of 
such shares shall be paid to or on the order of the person whose name 
appears on such certificate or certificates as the owner thereof and 
each surrendered certificate shall be canceled. 

(d) In case less than all the shares represented by any such 
certificate are redeemed, a new certificate shall be issued 
representing the unredeemed shares. 

(e) From and after the redemption date (unless default shall be made by 
the Corporation in payment of the redemption price) all dividends on 
the shares of $4.30 Preferred Stock designated for redemption in such 
notice shall cease to accrue, and all rights of the holders thereof as 
stockholders of the Corporation, except the right to receive the 
redemption price thereof upon the surrender of certificates 
representing the same, shall cease and determine and such shares shall 
not thereafter be transferred (except with the 

consent of the Corporation) on the books of the Corporation, and such 
shares shall not be deemed to be outstanding for any purpose 
whatsoever. 

(f) At its election, prior to the redemption date, the Corporation may 
deposit the redemption price of the shares of $4.30 Preferred Stock 
called for redemption in trust for the holders thereof with a bank or 
trust company (having a capital and surplus of not less than 
$1,000,000) in the City of Chicago, Illinois or in the Borough of 
Manhattan, City and State of New York or in any other city in which the 
Corporation at the time shall maintain a transfer agency with respect 
to such stock, in which case such redemption notice shall state the 
date of such deposit, shall specify the office of such bank or trust 
company as the place of payment of the redemption price, and shall call 
upon such holders to surrender the certificates representing such 
shares at such place on or after the date fixed in such redemption 
notice (which shall not be later than the redemption date) against 
payment of the redemption price. From and after the making of such 
deposit, the shares of $4.30 Preferred Stock so designated for 
redemption shall not be deemed to be outstanding for any purpose 
whatsoever, and the rights of the holders of such shares shall be 
limited to the right to receive the redemption price of such shares 
without interest, upon surrender of the certificates representing the 
same to the Corporation at said office of such bank or trust company. 

(g) Any moneys so deposited which shall remain unclaimed by the holders 
of such $4.30 Preferred Stock at the end of six years after the 
redemption date shall be returned by such bank or trust company to the 
Corporation after which the holders of the $4.30 Preferred Stock shall 
have no further interest in such moneys. 
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(5) Shares to be Retired. All shares of $4.30 Preferred Stock purchased 

or redeemed by the Corporation shall be retired and cancelled and shall 
be restored to the status of authorized but unissued shares of the 
class of Preferred Stock without par value, without designation as to 
series, and may thereafter be issued, but not as shares of $4.30 
Preferred Stock. 

(6) Conversion or Exchange. The holders of shares of $4.30 Preferred 

Stock shall not have any rights herein to convert such shares into or 
exchange such shares for shares of any other series of any class or 
classes of capital stock (or any other security) of the Corporation. 

(7) Voting Rights. (a) Each holder of $4.30 Preferred Stock shall be 

entitled to one vote for each share held on each matter submitted to a 
vote of stockholders of the Corporation and, except as otherwise herein 
or by law provided, the $4.30 Preferred Stock, the Common Stock of the 
Corporation, and any other capital stock of the Corporation at the time 
entitled thereto, shall vote together as one class, except that while 
the holders of $4.30 Preferred Stock, voting as a class, are entitled 
to elect two directors as hereinafter provided, they shall not be 
entitled to participate with the Common Stock (or any other capital 
stock as stated above) in the election of any other directors. 

(b) In case at any time three or more full semi-annual dividends 
(whether consecutive or not) on the $4.30 Preferred Stock shall be in 
arrears, then during the period (the "Class Voting Period") commencing 
with such time and ending with the time when all arrears in 

dividends on the $4.30 Preferred Stock shall have been paid and the 
full dividend on the $4.30 Preferred Stock for the then current 
semi-annual dividend period shall have been declared and paid or set 
aside for payment, at any meeting of the stockholders of the 
Corporation held for the election of directors during the Class Voting 
Period, the holders of $4.30 Preferred Stock represented in person or 
by proxy at said meeting shall be entitled, as a class, to the 
exclusion of the holders of all other classes of stock of the 
Corporation, to elect two directors of the Corporation, each share of 
$4.30 Preferred Stock entitling the holder thereof to one vote. 

(c) Any director who shall have been elected by holders of $4.30 
Preferred Stock or by any director so elected as herein contemplated, 
may be removed at any time during a Class Voting Period, either for or 
without cause, by, and only by, the affirmative votes of the holders 
of record of a majority of the outstanding shares of $4.30 Preferred 
Stock given at a special meeting of such stockholders called for the 
purpose, and any vacancy thereby created may be filled during such 
Class Voting Period by the holders of $4.30 Preferred Stock present in 
person or represented by proxy at such meeting. Any director to be 
elected by the Board of Directors of the Corporation to replace a 
director elected by holders of $4.30 Preferred Stock or elected by a 
director as provided for in this sentence shall be elected by the 
remaining director previously elected by the holders of $4.30 
Preferred Stock. At the end of the Class Voting Period the holders of 
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$4.30 Preferred Stock shall be automatically divested of all voting 
power vested in them under this resolution but subject always to the 
subsequent vesting hereunder of voting power in the holders of $4.30 
Preferred Stock in the event of any similar default or defaults 
thereafter. 

(8) Ranking. The $4.30 Preferred Stock shall rank on a parity with the 

Corporation's 8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% 
Cumulative Preferred Stock, Series 1993-A, $4.50 Cumulative Preferred 
Stock and 5% Cumulative Preferred Stock as to payment of dividends and 
distribution of assets upon liquidation, dissolution, or winding up, 
whether voluntary or involuntary, and shall rank prior to the 
Corporation's Common Stock and Series A Junior Participating Preferred 
Stock as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be 
issued by the Corporation which ranks junior to the Corporation's 
8-1/4% Cumulative Preferred Stock, Series 1992-A, 7.35% Cumulative 
Preferred Stock, Series 1993-A, $4.50 Cumulative Preferred Stock and 
5% Cumulative Preferred Stock as to payment of dividends and 
distribution of assets upon liquidation, dissolution, or winding up, 
whether voluntary or involuntary. 

(9) Amendments. While any $4.30 Preferred Stock is outstanding, the 

Corporation shall not alter or change the preferences, special rights 
or powers of the $4.30 Preferred Stock so as to adversely affect the 
$4.30 Preferred Stock without the affirmative consent (given in 
writing or at a meeting duly called for the purpose) of the holders of 
at least two-thirds (2/3rds) of the aggregate number of shares of 
$4.30 Preferred Stock then outstanding. 

"FURTHER RESOLVED, that the Chairman, President, or any Vice President, 
together with the Secretary or an Assistant Secretary, of the Corporation 
are hereby authorized and directed to execute, acknowledge, file with the 
Delaware Secretary of State, and record in New Castle County, Delaware, a 
Certificate of Designation, Preferences and Rights of the $4.30 Preferred 

<PAGE> 

Stock when such officers of the Corporation shall in their sole discretion 
consider such action to be necessary or advisable; and 

"FURTHER RESOLVED, that the form of certificates for the $4.30 Preferred 
Stock which form of certificate has been presented to this meeting, and a 
copy of which the Secretary or an Assistant Secretary is instructed to mark 
for identification and file with the corporate records, is hereby approved, 
the facsimile signatures of the officers of the Corporation contained on 
the certificates are adopted as the valid and binding signatures of the 
officers so signing, and the proper corporate officers are authorized on 
behalf of and under the corporate seal of the Corporation to execute and 
deliver the said certificates in substantially the form presented with such 
changes therein as may be approved by the officers executing the same, 
execution thereof to be conclusive evidence of such approval; and 

"FURTHER RESOLVED, that application be made to the New York Stock Exchange, 
Inc. (the "Exchange") for listing of the $4.30 Preferred Stock upon 
official notice of issuance of the $4.30 Preferred Stock and that Messrs. 
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J. W. Blenke, P. R. Shay and P. D. Schwartz or any counsel designated by 
any of the foregoing individuals, be and each hereby are authorized and 
designated by the Corporation to appear before the Exchange in furtherance 
of the listing of said $4.30 Preferred Stock, including authority to file 
or make any such changes in the said applications or any agreements 
relevant thereto and to execute any and all documents on behalf of the 
Corporation as may be necessary or desirable to conform with the 
requirements for listing; and 

"FURTHER RESOLVED, that the officers of the Corporation, or any counsel 
designated thereby, are hereby severally authorized to execute on behalf of 
the Corporation and file with appropriate authorities such applications, 
statements, certificates, consents, and other documents as may be necessary 
for the registration or qualification of the $4.30 Preferred Stock under 
the securities laws of the states of the United States in which such 
securities are required to be registered or qualified, and any actions 
having previously been taken are hereby authorized, approved and ratified; 
and 

"FURTHER RESOLVED, that Harris Trust and Savings Bank ("Harris Bank") is 
hereby appointed as transfer agent and registrar for the $4.30 Preferred 
Stock upon such terms as the officers of the Corporation consider necessary 
or advisable; and 

"FURTHER RESOLVED, that for the purpose of the original issue of the shares 
of $4.30 Preferred Stock, Harris Bank, as the Corporation's transfer agent 
and registrar, is authorized and directed to issue and is authorized to 
register and deliver certificates representing an aggregate of up to 
836,585 shares of $4.30 Preferred Stock of the Corporation all in 
accordance with instructions from the officers of the Corporation; and 

"FURTHER RESOLVED, that the $4.30 Preferred Stock shall be without par 
value; and 

"FURTHER RESOLVED, that the officers of the Corporation are hereby 
authorized and directed on behalf of the Corporation to take and cause to 
be taken all action necessary or desirable to carry out the terms, 
implications and intent of these resolutions, and to consummate the 
transactions contemplated therein." 

<PAGE> 

IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by David A. Schoenholz, Executive Vice 
President and Chief Financial Officer of the Corporation, and attested by 
Patrick D. Schwartz, Associate General Counsel and Assistant Secretary, this 
30/th/ day of June, 1998. 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ David A. Schoenholz 

Executive Vice President- Chief Financial Officer 

Attest: 

/s/ Patrick D. Schwartz 
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Associate General Counsel and 

Assistant Secretary 
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HOUSEHOLD INTERNATIONAL, INC. 

CERTIFICATE OF DESIGNATION, PREFERENCES AND RIGHTS 

Pursuant to Section 151 of the 

General Corporation Law of the State of Delaware 

7.50% Cumulative Preferred Stock, Series 2001-A 

(Without Par Value) 

HOUSEHOLD INTERNATIONAL, INC., a corporation organized and existing under the 
laws of the State of Delaware (the "Corporation"), HEREBY CERTIFIES that the 
following resolutions were duly adopted by the Board of Directors of the 
Corporation and by the Offering Committee of the Board of Directors, pursuant to 
authority conferred upon the Offering Committee by the resolutions of the Board 
of Directors set forth herein and in accordance with Section 141(c) of the 
General Corporation Law of the State of Delaware. 

1. The Board of Directors, on May 9, 2001 adopted the following resolutions 
designating an Offering Committee of the Board of Directors and authorizing the 
Offering Committee to act on behalf of the Board of Directors (within certain 
limitations) in connection with the designation, issuance and sale of shares in 
one or more series of Preferred Stock, without par value, of the Corporation: 

"FURTHER RESOLVED, that Messrs. W.F. Aldinger, J.B. Pitblado and J.D. Nichols 
(with any Director able to act as an alternate in the place of any named 
Director) are hereby designated as the Offering Committee of the Board of 
Directors. The Offering Committee of the Board of Directors shall have and may 
exercise, to the fullest extent permitted by law, the full power and authority 
of the Board of Directors with respect to the issuance and sale of (i) the Debt 
Securities, (ii) one or more new series of the Corporation's Preferred Stock, 
including, without limitation, establishing the purchase price therefore, and 
fixing the designations and any of the preferences, powers, rights (other than 
voting powers or voting rights which shall be fixed by the Board of Directors) 
and relative, participating, optional or other special rights and 
qualifications, limitations or restrictions thereof, of such shares of each 
series of Preferred Stock, (iii) Stock Purchase Contracts, including without 
limitation, establishing the purchase price therefore, and fixing the powers, 
rights, preferences, and qualifications, limitations or restrictions thereof or 
(iv) the Common Stock, provided however, that prior to the issuance of any Stock 

Purchase Contracts or shares of Common Stock by the Offering Committee pursuant 
to this authority, the Offering Committee shall report the relevant information 
pertaining to such offering to the Board of Directors; and 

"FURTHER RESOLVED, that notwithstanding the foregoing resolutions, the power and 
authority of the Offering Committee set forth in the preceding resolution shall 
expire on December 31, 2004, unless extended by further action of the Board of 
Directors of the Corporation; and 
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"FURTHER RESOLVED, that the Offering Committee is authorized to take such 
additional actions and adopt such additional resolutions as it deems necessary 
or appropriate for the purpose of authorizing and implementing the issuance, 
offer, and sale for cash the Preferred Stock, including, without limiting the 
generality of the foregoing, the authorization and execution of agreements 
(including underwriting agreements) relating to the offer and sale of Preferred 
Stock, approval of forms of stock certificates and authorization of issuance of 
Preferred Stock in uncertificated form, any actions which may be necessary to 
qualify the offering and sale of Preferred Stock under Blue Sky Laws of the 
various states, any necessary filings with the Secretary of State of Delaware 
and other jurisdictions, and the appointment of a transfer agent; and 

"FURTHER RESOLVED, that the Offering Committee is hereby empowered, in 
connection with the issuance and sale of any new series of the Corporation's 
Preferred Stock, to authorize the issuance and sale of depositary shares and 
depositary receipts for such depositary shares with respect to any such series 
of Preferred Stock, and to authorize the appointment of a depositary, registrar, 
and transfer agent for such depositary shares and depositary receipts, the 
execution of a depositary agreement, and any additional agreements or actions in 
connection therewith as the Offering Committee deems necessary or appropriate; 
and 

"FURTHER RESOLVED, that any Officer is hereby authorized and directed on behalf 
of the Corporation to take any and all other actions deemed by such Officer to 
be necessary or advisable with respect to the offer, issuance, and sale of the 
Securities." 

1. The Board of Directors, on May 9, 2001, adopted the following 
resolution pertaining to the voting rights for series of 
Preferred Stock, without par value, authorized for issuance by 
the Offering Committee of the Board of Directors: 

"FURTHER RESOLVED, that holders of each series of the 
Corporation's Preferred Stock which is authorized by the Offering 
Committee of the Board of Directors shall have no voting rights, 
and their consent shall not be required for taking any corporate 
action, except as otherwise set forth herein or as otherwise 
required by law, and except as otherwise provided by the Board of 
Directors with respect to any particular series of Preferred 
Stock: 

The consent of the holders of the Preferred Stock with respect to 
the matters set forth in sub-sections (i) and (iii) of paragraph 
(5) of Article IV of the Corporation's Restated Certificate of 
Incorporation ("Paragraph (5)") shall not be required, except 
with respect to the creation or issuance of any class of stock 
ranking prior to or on a parity with the Preferred Stock, or any 
series thereof, as to the payment of dividends or the 
distribution of assets; but the other provisions of Paragraph (5) 
shall be applicable to the Preferred Stock. The holders of the 
Preferred Stock shall have no right to elect directors pursuant 
to paragraph (6) of Article IV of the Corporation's Restated 
Certificate of Incorporation ("Paragraph (6)"), such right hereby 
being expressly withheld. 

In the event that any six quarterly cumulative dividends, whether 
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consecutive or not, upon the Preferred Stock shall be in arrears, 
the holders of the Preferred Stock shall have the right, voting 
separately as a class with holders of shares of 

any one or more other series of preferred stock of the 
Corporation ranking on a parity with the Preferred Stock either 
as to payment of dividends or the distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and upon which like voting rights have been 
conferred and are then exercisable, at the next meeting of 
stockholders called for the election of directors, to elect two 
members of the Board of Directors. The right of such holders of 
such shares of the Preferred Stock, voting separately as a class, 
to elect (together with the holders of shares of any one or more 
other series of preferred stock of the Corporation ranking on 
such a parity) members of the Board of Directors of the 
Corporation as aforesaid shall continue until such time as all 
dividends accumulated on such shares of the Preferred Stock shall 
have been paid in full, at which time such right shall terminate, 
except as herein or by law expressly provided, subject to 
revesting in the event of each and every subsequent failure to 
pay dividends of the character above mentioned. 

Upon any termination of the right of the holders of the Preferred 
Stock as a class to elect directors as herein provided, the term 
of office of all directors so elected shall terminate 
immediately. If the office of any director elected by such 
holders voting as a class becomes vacant by reason of death, 
resignation, retirement, disqualification, removal from office or 
otherwise, the remaining director elected by such holders voting 
as a class shall end and the special voting powers vested in such 
holders as provided in this resolution shall have expired, the 
number of directors shall thereupon be such number as may be 
provided for in the Corporation's Bylaws irrespective of any 
increase made pursuant to the provisions of this resolution. 

Until all unpaid dividends on the Preferred Stock shall have been 
paid in full, and any series of preferred stock issued by the 
Corporation having the voting rights set forth in Paragraph (6) 
to exercise fully the right to elect directors as granted by and 
provided in Paragraph (6), the number of directors constituting 
the whole Board of Directors of the Corporation shall not be less 
than seven. If, upon any such arrearage in dividends the number 
of directors constituting the whole Board of Directors shall be 
less than seven, the size of the Board of Directors shall, 
immediately prior to the next meeting of stockholders called for 
the election of directors, automatically be increased by such 
number as shall be necessary to cause the number of directors 
constituting the whole Board of Directors to be no less than 
seven. 

To the extent that the Board of Directors is authorized to fix 
the designations, powers, preferences and relative, 
participating, optional or other special rights, and 
qualifications, limitations or restrictions thereof in respect of 
additional series of preferred stock, none of the preferences or 
rights of any such additional series as fixed by the Board of 
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Directors shall rank prior to the Preferred Stock as to payment 
of dividends or the distribution of assets upon liquidation, 
dissolution, or winding up, whether voluntary or involuntary, 
without the consent of the holders of two-thirds of the 
outstanding shares of such series of Preferred Stock voting as a 
class. 

The foregoing voting provisions shall not apply to any series of 
Preferred Stock, if at or prior to the time when the act with 
respect to which such vote would otherwise be required shall be 
effected, all outstanding shares of such series of Preferred 
Stock shall have been redeemed or sufficient funds shall have 
been deposited in trust to effect such redemption. 

On any item in which the holders of Preferred Stock are entitled 
to vote, such holders shall be entitled to one vote for each 
share held. 

2. By Unanimous Written Consent, dated as of September 20, 2001, the 
Offering Committee of the Board of Directors adopted the 
following resolution pursuant to authority conferred upon the 
Offering Committee of the Board of Directors by the resolutions 
of the Board of Directors set forth in paragraph 1 above of this 
Certificate of Designation, Preferences and Rights: 

"RESOLVED, that the issue of a series of Preferred Stock without par value of 
the Corporation is hereby authorized and the designation, preferences and 
privileges, relative, participating, optional and other special rights, and 
qualifications, limitations and restrictions thereof, in addition to those set 
forth in the Restated Certificate of Incorporation, as amended, of the 
Corporation, are hereby fixed as follows: 

7.50% Cumulative Preferred Stock, Series 2001-A 

(1) Number of Shares and Designation. 300,000 shares of Preferred Stock without 
par value of the Corporation are hereby constituted as a series of Preferred 
Stock without par value and designated as 7.50% Cumulative Preferred Stock, 
Series 2001-A (hereinafter called the "7.50% Preferred Stock"). 

(2) Dividends. The holders of shares of the 7.50% Preferred Stock shall be 
entitled to receive cash dividends, when and as declared by the Board of 
Directors of the Corporation, out of assets legally available for such purpose, 
at the rate determined as provided below. Such dividends shall be cumulative 
from the date of original issue of such shares and shall be payable quarterly in 
arrears, when and as declared by the Board of Directors of the Corporation, on 
the fifteenth day of January, April, July and October in each year to holders of 
record on the respective last business days of the preceding month (and the 
quarterly dividend periods shall commence on the first days of January, April, 
July and October) . 

Dividends on the 7.50% Preferred Stock for quarterly dividend periods will be 
payable at the rate of 7.50% per annum from the date of original issue applied 
to the amount of $1,000 per share of 7.50% Preferred Stock. The amount of 
dividends payable on each share of 7.50% Preferred Stock for each full quarterly 
dividend period shall be computed by dividing the dividend rate by four and 
applying the dividend rate to the amount of $1,000 per share. The amount of 
dividends payable for any dividend period shorter than a full quarterly dividend 
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period shall be computed on the basis of 30-day months, a 360-day year and the 
actual number of days elapsed in the period. 

(3) Liquidation Preference. The amount to which shares of 7.50% Preferred Stock 
Shall be entitled upon liquidation, dissolution, or winding up of the 
Corporation, whether voluntary or involuntary, shall be $1,000 per share, plus 
an amount equal to all accrued and unpaid dividends, 

<PAGE> 

if any, thereon to the date fixed for payment, and no more. 

(4) Redemption. The shares of 7.50% Preferred Stock shall be subject to 
redemption in whole or in part at the option of the Corporation on or after 
September 27, 2006 at $1,000 per share, plus an amount equal to all accrued and 
unpaid dividends, if any, thereon to the date fixed for redemption, and no more. 

(5) Shares to be Retired. All shares of 7.50% Preferred Stock purchased or 
redeemed by the Corporation shall be retired and cancelled and shall be restored 
to the statues of authorized but unissued shares of the class of Preferred Stock 
without par value, without designation as to series, and may thereafter be 
issued, but not as shares of 7.50% Preferred Stock. 

(6) Conversion or Exchange. The holders of shares of 7.50% Preferred Stock shall 
not have any rights herein to convert such shares into or exchange such shares 
for shares of any other series of any class or classes of capital stock (or any 
other security) of the Corporation. 

(7) Ranking. The 7.50% Preferred Stock shall rank on a parity with the 
Corporation's 8-1/4% Cumulative Preferred Stock, Series 1992-A, 5% Cumulative 
Preferred Stock, $4.50 Cumulative Preferred Stock, and $4.30 Cumulative 
Preferred Stock as to payment of dividends and distribution of assets upon 
liquidation, dissolution, or winding up, whether voluntary or involuntary, and 
shall rank prior to the Corporation's Common Stock and Series A Junior 
Participating Preferred Stock as to payment of dividends and distribution of 
assets upon liquidation, dissolution, or winding up, whether voluntary or 
involuntary, and prior to any other series of stock authorized to be issued by 
the Corporation which ranks junior to the 8-1/4% Cumulative Preferred Stock, 
Series 1992-A, 5% Cumulative Preferred Stock, $4.50 Cumulative Preferred Stock, 
and $4.30 Cumulative Preferred Stock as to payment of dividends and distribution 
of assets upon liquidation, dissolution or winding up, whether voluntary or 
involuntary. 

(8) Depositary Shares and Depositary. The 7.50% Preferred Stock shall be 
represented by 12,000,000 depositary shares, as evidenced by depositary 
receipts, each depositary share representing ownership of one-fortieth of a 
share of the 7.50% Preferred Stock, and each owner of a depositary share shall 
be entitled, in proportion to one-fortieth of a share of the 7.50% Preferred 
Stock represented by the depositary share, to all the rights and preferences of 
the 7.50% Preferred Stock (including dividend, voting, redemption and 
liquidation rights). 

Computershare Trust Company of New York is appointed depositary of the 7.50% 
Preferred Stock and shall issue the depositary receipts evidencing the 
depositary shares in accordance with the terms of a deposit agreement to be 
entered into between the Corporation and such depositary, which agreement is 
hereby authorized. Computershare Investor Services, LLC is appointed as 
registrar and transfer agent for the depositary shares. 
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IN WITNESS WHEREOF, the Corporation has caused this Certificate of Designation, 
Preferences and Rights to be signed by John W. Blenke Vice President-Corporate 
Law and Assistant Secretary, and attested by Patrick D. Schwartz, Assistant 
General Counsel and Assistant Secretary, this 20th day of September, 2001. 

Attest: 

By: /s/ Patrick D. Schwartz 

Patrick D. Schwartz 
Assistant Secretary 

</TEXT> 
</DOCUMENT> 

HOUSEHOLD INTERNATIONAL, INC. 

By: /s/ John W. Blenke 

John W. Blenke 
Vice President-Corporate Law & Assistant 
Secretary 
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Exhibit 10.2 

Summary 

Household International 
Corporate Executive Bonus Plan 

The Household International Executive Bonus Plan is a short-term, annual 
incentive plan. The purpose of the annual bonus is to place a significant part 
of pay at risk and reward executives for the achievements of individual, 
business unit and corporate financial and operational goals. Performance goals 
and award opportunities will be communicated to plan participants at the 
beginning of each calendar year. 

Participation 

Participation in the Plan will be restricted to key line and staff executives. 
For purposes of the Plan, participants will be divided into groups. (See 
attached list) . 

Any changes in the group of executives participating in the Plan will be made by 
the Chief Executive Officer, subject to the approval of the Compensation 
Committee in the case of any participant whose base salary must be determined by 
the Committee. 

Level of Awards 

The corporate measurement of performance will include a combination of key 
measures such as, but not limited to: expense growth, earnings per share, 
efficiency ratio, return on equity, core receivables growth, revenue growth, 
equity to managed assets ratio and products per customer ratio. Household's 
performance will be measured against pre-established minimum, target and maximum 
levels. 

Individual performance is also measured and the percentage attributed to any 
particular performance objective varies by executive and may change from 
year-to-year as circumstances warrant. Management may reduce bonus awards in 
light of overall business conditions or other exceptional circumstances. 

<PAGE> 

Target/Maximum Awards 

Target awards will be paid for fully satisfactory financial and individual 
performance in a given year. The target award percentage for each group will 
approximate the guideline percentage shown below of the executive's base salary 
at the end of the plan year. 

Guideline % of Annual Base Salary Determined by 

Group Target Bonus Maximum Bonus 
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A 100% 200% 
B 85% 150% 
c 75% 150% 
D $62,500 $125,000 
E 60% 120% 
F 60% 90% 
G 55% 100% 
H 50% 150% 
I 50% 125% 
J 50% 100% 
K 50% 80% 
L 40% 80% 
M $40,000 $80,000 
N 40% 60% 
0 $37,500 $93,750 
p 30% 60% 
Q 30% 50% 
R 25% 50% 
s 20% 50% 
T 20% 40% 
u 20% 30% 

Detailed information relating to the assignment and weighing of goals is 
available by individual and is maintained by the business unit and/or 
corporate. 

Determination of Awards 

A. Financial Performance Awards 

A portion of each executive's annual bonus will be determined by meeting 
specific financial performance objectives. An award will be paid out if 
achieved results are at the pre-established minimum, target or maximum 
financial results levels. 

2 

<PAGE> 

B. Individual Performance Awards 

Early in each plan year, goals for individual performance for that year 
will be established for each participant. The goals should require the 
level of performance that is expected of a fully satisfactory incumbent and 
must be agreed to by the immediate superior. The Compensation Committee of 
the Board of Directors must approve the goals for those executives whose 
salaries are determined by the Committee. These goals will be the primary 
criteria for measuring individual performance and determining the 
individual performance portion of the bonus for that year. 

The Chief Executive Officer will recommend the awards for participants 
whose salaries are determined by the Compensation Committee of the Board of 
Directors. The Compensation Committee will then determine the awards for 
all such participants. 

The Chief Executive Officer will determine the awards for all participants 
whose salaries are not determined by the Compensation Committee. The CEO's 
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direct reports, in consultation with their appropriate subordinates, will 
recommend to the Chief Executive Officer the awards for all other 
participants. 

Payment of Awards 

Awards will be paid as soon as practical at the end of the plan period, subject 
to all required tax withholdings. Awards may be paid in cash, shares of 
Household common stock, or some combination thereof. Neither eligible 
participation in the plan, nor award payments thereunder shall guarantee an 
employee, any right to continued employment. The plan does not give any employee 
right or claim to an award under the program. Management reserves the right to 
change or discontinue the plan at any time. 

Administrative Matters 

A. Promotions/New Plan Participants 

Normally awards will be pro-rated according to the portion of the plan year 
that an incumbent is eligible for the bonus. 

B. Effect on Benefits 

Payments made under this plan shall be included in an employee's income for 
purposes of determining pension benefits, life insurance, long-term 
disability, and participation in the TRIP plan. 

3 
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C. Termination of Employment 

Normally awards will be pro-rated in the case of death, permanent and total 
disability, or retirement under one of the Corporation's pension plans 
during a plan year. If a participant terminates employment for any other 
reason prior to the last working day of a plan year, he will normally 
forfeit any right to an award for the plan year. 

The Goal Setting Process 

Before the beginning of the plan year, the manager and subordinate will meet in 
a goal setting session. The purpose of the session is to discuss areas where 
goals will be established and agree on their priority and establish the number 
of points that will be earned based upon various levels of achievement during 
the plan period. 

Preparation for the Goal Setting Meeting 

To prepare for the goal setting session with the bonus eligible subordinate, the 
manager should have a clear idea of function or department goals and objectives 
for the plan year, priorities for the subordinate's unit or area, and three or 
four possible objectives to suggest as appropriate. During the session, the 
manager's role will be to direct the discussion and ensure that its results are 
jointly understood. 

The subordinate will prepare for the session by establishing a list of 
priorities for the unit or area during the plan year, and developing four to 
eight potential goals for discussion. The subordinate's role during the session 
will be to actively discuss goals and expected levels of achievement with the 
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manager. This is to ensure that the final agreement is realistic and achievable 
and that there is a clear understanding of expected performance and the amount 
of bonus associated with various levels of achievement. 

Guidelines for Setting Goals 

For the purpose of establishing goals for the plan year, the following criteria 
should apply: 

Goals should be consistent and supportive of goals reflected in the 
Company's strategic business plans. 

Goals should be primarily job or task oriented. They must be realistic 
and achievable yet challenging with built in "stretch" to test 
individual capabilities. They should clearly specify action, tasks or 
results to be accomplished as well as a clear understanding of how the 
accomplishment will be evaluated. 

<PAGE> 

Goals must be understood and agreed to by both the manager and the 
subordinate. 

4 

Setting goals for staff positions is somewhat more difficult than for line-type 
positions because staff performance is usually not measured numerically and 
rarely lends itself to quantitative measurement. Staff responsibilities tend to 
be contributory, interpretive and are more easily measured qualitatively. 
Frequently, the goals may include completion of specific projects. 
Non-quantitative goals should clearly state the criteria that will be used for 
evaluating successful achievement. 

The results of the goal setting process will be documented in the format of the 
Executive Bonus Plan Goal Setting Form and approved by the appropriate level of 
management. 

<PAGE> 

Group A - 100% I 200% 

Director Personal Banking 
Group Director Business Development 
Group Director Strategic Acquisitions 
Managing Director CEO HAF 

5 

Managing Director Consumer Finance Sales 
Managing Director HFS 
Regional General Manager 
Vice President National Sales Director 

Group B - 85% I 150% 

Managing Director-CEO-Canada 

Group C - 75% I 150% 

Director Consumer & Dealer Business Development 
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Managing Director Operations 

Group D- $62,500 I $125,000 

Director Recovery Services-Backend 
Vice President Collections 
Vice President Consumer Collections (Tampa) 

Group E - 60% I 120% 

Group Diector Business Development & Marketing 
Group Director New Business & Client Relations 

Group F - 60% I 90% 

Director of Operations UK 

Group G - 55% I 100% 

Vice President Affiliated Sales 

Group H - 50% I 150% 

National Director Business Development & Client Relations 

Group I - 50% I 125% 

Managing Director 
National Sales Director 

Group J - 50% I 100% 

Chief Credit Policy Officer 
Chief Operating Officer 
Director Branch Operations 
Director Sales HH Direct 
Director Strategic Partnership 
Division General Manager 
Group Director Sales 
Managing Director Equipment Finance 
Managing Director Operations 
National Director Sales Finance 
President - Decision One 
Regional Director Sales 
Senior Vice President Finance 
Senior Vice President Loan Production 
Senior Vice President Operations 

<PAGE> 

6 

Senior Vice President Portfolio Marketing 
Senior Vice President Real Estate Asset Management 
Senior Vice President Secondary Marketing 
Vice President Applications Systems 
Vice President Marketing 
Vice President Portfolio Acquisitions & Secondary Marketing 
Vice President Strategic Sales 
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Group K - 50% I 80% 

Deputy Managing Director-COO (HRS) 

Group L - 40% I 80% 

Chief Financial Officer Canada 
Director HFC Wholesale Sales 
Director of Operations, IRES 
Director Wholesale Acquisitions & Servicing 
Group Director Sales & Telemarketing 
Managing Director-Controller HI 
Vice President Business Development 
Vice President Corporate Finance 
Vice President Default Services 
Vice President Flow Volume & Special Customer Relations 
Vice President Taxes 
Vice President Treasurer 
Vice President Wholesale Servicing 

Group M- $40,000 I $80,000 

Director Collections 
Director Collections Affiliates 
Vice President External Collections-HRSC 

Group N - 40% I 60% 

Assistant General Counsel-Litigation 
Chief Financial & Credit Policy Officer 
Chief Financial Officer 
Director Marketing & Risk 
Director Portfolio Management 
Director RE Lending 
Director Strategic Initiatives 
Group Director Asset Management 
Group Director Collections 
Group Director 
Group Director 

Credit Operations & Loan Servicing 
Customer Service 

Group Director Marketing 
Group Director Operation 
Group Director Risk Control 
Group Director Risk Management 
Group General Counsel 
Managing Director/Chief Financial Officer 
Managing Director Commercial Finance 
Managing Director Credit Policy & Risk Control 
Managing Director Insurance 
Managing Director Networked Systems 
Managing Director of Marketing (HCS) 
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Managing Director Strategic Initiatives & Partnership Alliances 
National Director e-Commerce & Enhancement Services 
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National Director Financial Control 
National Director Marketing 
Vice President Applications Systems 
Vice President Chief Financial Officer-HTS 
Vice President Compensation & HR Administration 
Vice President Corporate Communications 
Vice President Corporate Law & Assistant Secretary 
Vice President Credit Policy 
Vice President Data Center Operations 
Vice President Government Relations 
Vice President Human Resources 
Vice President Money & Capital Markets 
Vice President Portfolio Analysis & Customer Management 

Group 0 - $37,500 I $93,750 

Vice President Credit Services 

Group P - 30% I 60% 

Assistant Controller 
Chief Financial Officer 
Director Retail Sales 
National Director Customer Service 

Group Q - 30% I 50% 

Assistant Controller-Accounting Policy 
Assistant General Counsel Employee Relations 
Chief Financial Officer/Director Financial Control 
Chief Financial Officer-UK 
Director Asset Backed Financing 
Director Asset Recovery 
Director e-Commerce 
Director Fraud Operations 
Director Processing Services 
Director Processing Services-Canada 
Director Retail & Affinity-UK 
Director Sales Support/MIS 
Director/Special Project Consultant 
Director Strategic Partnerships HHD 

General Counsel Group 
Director Business Analysis 
Group Director Customer Relations Management 
Group Director e-Business 
Group Director 
Group Director 
Group Director 

e-Business Operations 
Financial Strategy & Analysis 
HCS Marketing 

Group Director Information Management 
Group Director Profitability 
National Director Credit Policy, Pricing, Profitability 
National Director Customer Relations 
Vice President Audit 
Vice President Corporate Property Management 
Vice President Finance & Administration 
Vice President Items Processing 
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Vice President Portfolio Management 
Vice President Specialty Finance 

Group R - 25% I 50% 

Director Credit Policy (#1) 
Director Project Control 
Group Director ARM 

Group S - F20% I 50% 

Director Credit Policy Administration 
Director Customer Care 
Director REN Risk Control 

Group T - 20% I 40% 

Controller 
Controller-HCS 
Director ALM 
Director Commercial Operations 
Director Corporate Investigations Management 
Director Corporate Security Management 
Director Credit Operations 
Director Credit Policy (#2) 
Director Dealer Operations 
Director Insurance Taxation & Counsel 
Director Portfolio Acquisitions 
Director Product Development 
Director Strategy & Development 
Director Tax Planning & Tax Counsel 
General Counsel 
Group Director Business Performance 
Group Director Human Resources 
Group Director Marketing 
Group Director Marketing Strategy 
Group Director Operations/COO 
Vice President Benefits Administration & Policy 
Vice President Consumer Lending Practices 
Vice President Data Architecture & System 
Vice President Distributed Systems 
Vice President HFC Operation Support 
Vice President Networked Systems 
Vice President Records Administration 
Vice President T&D and Communications 

Group U - 20% I 30% 

Actuarial Director 
Assistant to the Chief Information Officer 
Channel Architect 
Controller 
Controller-HRS USA 
Director Business Planning CWT 
Director Business Strategies & Analysis 
Director Business Systems 
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Director Business Treasury 
Director Business Unit Accounting 
Director Cash Operations 

<PAGE> 
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Director Channel Technology Integration 
Director Communication & Distributed Services 
Director Compliance Administration 
Director Consumer Services 
Director Corporate & Treasury Accounting 
Director Corporate Purchasing 
Director CPA 
Director Credit Risk 
Director Customer Information 
Director Customer Service 
Director Data Center Operations 
Director e-Commerce Strategy 
Director e-House Controller 
Director Federal & State Tax Compliance 
Director Federal Tax Audit 
Director Financial Business Analysis 
Director Government Relations 
Director Government. Relation. & Regulation. Issues 
Director HFC Policy & Compliance Support 
Director HR Data Management & Call Center 
Director Human Resources 
Director Information & Decision Analysis 
Director Intercorporate Risk & Compliance 
Director Investor Relations 
Director Item Processing 
Director Law & Compliance 
Director Management Reporting & Analysis 
Director Marketing 
Director Marketing Communication 
Director Operational Services 
Director Operations Support 
Director Product Development & Marketing 
Director Reconciliation & Financial Information Systems 
Director Sales Support & MIS 
Director Servicing 
Director Special Project Consultant 
Director Strategic Alliance 
Director Technology & Planning 
Group Director Credit Operations 
Group Director Customer Service 
Group Director Human Resources 
National Quality Assurance Manager 
Special Project Consultant B 
Treasurer 
Vice President Facilities 
Vice President Financial Control 
Vice President Government Relations & Public Affairs 
Vice President Insurance & Risk Finance 
Vice President Technical Services 
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1. Purpose 

HOUSEHOLD INTERNATIONAL 
LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

AS AMENDED 

Page 1 of9 

Exhibit 10.3 

The purpose of the Household International Long-Term Executive Incentive 
Compensation Plan (the "Plan") is to further the long-term growth of Household 
International Inc. ("Household") and its subsidiaries by Strengthening the 
ability of Household to attract and retain key employees and to provide 
additional motivation and incentives for the performance of key employees. 

2. Administration 

The Plan shall be administered by the Compensation Committee of Household's 
Board of Directors (the "Committee"). The Committee shall have such powers to 
administer the Plan as are delegated to it by the Plan and the Board of 
Directors, including the power to interpret the Plan and any agreements executed 
thereunder, to prescribe rules and regulations relating to the Plan, to 
determine the terms, restrictions, and provisions of any agreement relating to 
awards granted pursuant to the Plan, and to make all other determinations 
necessary or advisable for administering the Plan. No member of the Committee 
shall be eligible to receive any awards under the Plan while a member of the 
Committee or at any time within one year prior to becoming a member of the 
Committee. 

3. Grant of Awards; Shares Subject to Plan 

(a) The Committee may grant any type of award permitted under the terms of 
the Plan (all such awards in the aggregate being hereinafter referred to as " 
Awards"). Only employees of Household and its subsidiaries may be selected by 
the Committee for Awards under the Plan. 

(b) The maximum number of shares of Common Stock of Household that may be 
issued under the Plan is 6,017,884 (adjusted to reflect the 2-for-1 Common Stock 
split effected on October 15, 1993), all of which shares may be made subject to 
Options. The Stock issued pursuant to the Plan may consist of authorized and 
unissued shares of Household's Common Stock, Common Stock held in Household's 
treasury or Common Stock purchased on the open market. If any Award granted 
under the Plan shall terminate or lapse for any reason, any shares of Common 
Stock subject to such Award shall again be available for the grant of an Award. 

(c) In the event of corporate changes affecting Household's Common Stock or 
this Plan or Awards granted thereunder (including, without limiting the 
generality of the foregoing, 
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stock dividends, stock splits, recapitalizations, reorganizations, mergers, 
consolidations, or other relevant changes in capitalization), the Board of 
Directors or the Committee shall make appropriate adjustments in price, number 
and kind of shares of Common Stock or other consideration subject to such Awards 
or in the terms of such Awards, which it deems equitable to prevent dilution or 
enlargement of rights under the Awards. In addition, the Board of Directors or 
the Committee may from time to time equitably change the aggregate number or 
remaining number or kind of shares which may be issued under the Plan to reflect 
any such corporate changes. 

(d) The Committee may, in its discretion and subject to such rules as it 
may adopt, permit an employee to satisfy, in whole or in part, withholding tax 
obligations incurred in connection with Awards: 1) by electing to have Household 
withhold shares of Household Common Stock (otherwise deliverable to the employee 
in connection with an Award) in payment for such withholding tax obligation or 
2) by delivering shares of Household Common Stock owned by such employee in 
payment for such withholding tax obligation. 

4. Options 

(a) The Committee may grant any type of statutory or non-statutory Option 
to purchase shares of Household Common Stock as is permitted by law at the time 
the Option is granted. The term of the initial grant of each Option shall not be 
more than ten years and one day from the date of grant and may be exercised at 
the rate set by the Committee or as stated herein; provided, however, that no 
Option shall be exercised less than one year from the date of grant, except as 
provided herein. The Committee may, in its discretion, extend the expiration 
date of certain Options, other than Options which are intended to qualify as 
Incentive Stock Options ("ISO") pursuant to Section 422A of the Internal Revenue 
Code of 1954, as amended (the "Code"), provided no expiration date of any Option 
may exceed 15 years from the date of the grant of that Option. 

(b) The per share purchase price of Household Common Stock which may be 
acquired pursuant to an Option shall be at least 100% of the fair market value 
of one share of Common Stock of Household on the date on which the Option is 
granted. Within this limitation such price shall be determined by the Committee. 

(c) Payment for shares purchased upon the exercise of an Option shall be 
made in cash or, in the discretion of the Committee, in shares of Common Stock 
of Household valued at the then fair market value of such shares or by a 
combination of cash and shares of Common Stock. 

(d) Each Option granted by the Committee which is intended to qualify as an 
ISO pursuant to the Code shall comply with the applicable provisions of the Code 
pertaining to ISOs. The aggregate fair market value (determined as of the time 
the ISO is granted) of Household Common Stock for which an employee may be 
granted an ISO in any calendar year (under all plans of Household and 
subsidiaries) shall not exceed $100,000 plus any unused 
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"limit carryover" for such year, as determined in accordance with Section 422A 
of the Code. 

(e) The Committee may, in its discretion and subject to such rules as it 
may adopt, authorize an extension of credit from Household to an employee 
holding an award granted under this Plan (including an employee who is an 
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officer or director of Household) to assist the employee in settling withholding 
tax obligations on Awards. Household may extend or guarantee loans under this 
provision. Except for existing variable rate loans referred to below, loans will 
not be made under this provision to assist the employee in paying the exercise 
price for stock options. Loans extended under the Plan will bear interest, 
compounded semiannually, at the applicable rate in effect under Section 1274(d) 
of the Internal Revenue Code (the "Applicable Federal Rate") on the day the loan 
is made. The Committee may, in its discretion, permit employees with existing 
variable rate loans made under the Plan, to convert said loans to fixed rate 
loans which will bear interest, compounded semiannually, at the Applicable 
Federal Rate in effect on the day the loan is converted; provided, however, that 
the fixed interest rate will not be set below the rate required to avoid 
creation of cancellation of indebtedness income for Federal income tax purposes. 
Payment terms will be established by the Committee and may or may not require 
periodic payments of interest and/or principal. The term of loans will be 
established by the Committee, as well as provisions governing the acceleration 
of maturity upon termination of employment or default. Loans financed or 
guaranteed by Household will be secured by retention of the issued stock 
certificates by Household and execution of an agreement with respect to such 
shares. To the extent necessary to satisfy the provisions of Regulation G or 
another similar regulatory restriction, other security may be required by the 
Committee. 

5. Stock Appreciation Rights 

(a) The Committee may grant Stock Appreciation Rights ("SARs") in tandem 
with the grant of an Option under the Plan or with respect to a previously 
granted Option under the Plan, except that the Committee may grant SARs in 
connection with an Option which is an ISO only to the extent that such grant is 
consistent with the treatment of the Option as an ISO. In either case the number 
of shares in respect of which SARs are granted by the Committee shall not be 
greater than the number of shares subject to the related Option. In exchange for 
the surrender in whole or in part of the right to exercise the related Option, 
such SAR shall entitle the employee to payment of an amount equal to the 
appreciation in value of the surrendered Options (the excess of the fair market 
value of such Stock subject to Options at the time of surrender over their 
aggregate option price). An SAR granted pursuant to this subsection (a) shall be 
exercisable to the extent and only to the extent that the related Option is 
exercisable, but if an SAR is granted with respect to a previously-granted 
Option, the SAR will not be exercisable for a period of twelve months from the 
date of grant of such SAR, except as provided herein. No such SAR shall be 
exercisable except upon surrender of the related Option, and to the extent such 
Option is surrendered, the shares covered by such Option shall again be 
available for purposes of the Plan to the extent that payment of such SAR is not 
made in shares of Stock of Household. The exercise of any Option shall result in 
the cancellation of any related SAR. An SAR issued in tandem with an ISO may be 
exercised only when the market price of the Stock subject to the ISO exceeds the 
exercise price of the ISO. 

(b) The Committee may also grant units of SARs on a stand-alone basis which 
are not issued in tandem with Options. The term of each such SAR shall not be 
more than ten years from the date of grant and may be exercised at the rate set 
by the Committee or as stated 
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herein; provided, however, that no such SAR shall be exercised less than one 
year from the date of grant, except as provided herein. The "base price" of each 
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unit of a "stand-alone" SAR shall be at least 100% of the fair market value of 
one share of Common Stock of Household on the date on which such SAR is granted. 
Within this limitation the base price shall be determined by the Committee. Each 
unit of a "stand-alone" SAR entitles the holder, upon exercise, to payment of an 
amount equal to the difference between the base price of such SAR unit and the 
fair market value on the date of exercise of a share of Common Stock of 
Household. 

(c) At the discretion of the Committee, payment for SARs may be made in 
cash, in shares of Common Stock of Household valued at their fair market value 
as of the date of exercise of the SAR, or partly in cash and partly in shares of 
Common Stock of Household. 

(d) The Committee may establish a maximum appreciation value payable under 
an SAR. 

6. Transfer of Options and Stock Appreciation Rights; Exercise of Options and 
Stock Appreciation Rights Following Termination of Employment 

(a) Options and SARs may not be transferred except by will or the laws of 
descent and distribution and during the lifetime of the holder may be exercised 
only by him. If the holder of an Option or SAR shall cease to be an employee of 
Household or a subsidiary, and unless otherwise provided by the Committee, all 
rights under such Option or SAR shall immediately terminate, except: 

(i) in the event of termination of employment of a holder that is 
subject to Section 10(b) hereof or of a holder who is retirement-eligible 
under the terms of a pension plan of Household or a subsidiary, the Option 
or SAR may be exercised within five (5) years of the date of termination of 
employment. 

(ii) in the event of termination of employment due to permanent and 
total disability of a holder who is not retirement-eligible under the terms 
of a pension plan of Household or a subsidiary, the Option or SAR may be 
exercised within twelve (12) months following the date of such termination 
of employment. 

(iii) in the event of death during employment, the Option or SAR may 
be exercised by the executor, administrator, or other personal 
representative of the holder within five (5) years succeeding death if such 
holder was retirement-eligible under the terms of a pension plan of 
Household or a subsidiary, or twelve (12) months if such holder was not 
retirement-eligible under the terms of a pension plan of Household or a 
subsidiary. 
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(iv) in the event of termination of employment other than as set forth 
in subsections (i), (ii) or (iii) above, the Option or SAR may be exercised 
within three (3) months following the date of termination, except for 
termination for cause. 

(v) in the event of death of a holder of an Option or SAR following 
termination of employment, the Option or SAR may be exercised by the 
executor, administrator, or other personal representative of the holder, 
notwithstanding the time period specified in (i), (ii), (iii) or (iv) 
above, within a) twelve (12) months following death or b) the remainder of 
the period in which the holder was entitled to exercise the Option or SAR, 
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whichever period is longer. 

If the Committee determines that the termination is for cause, the 
Option or SAR will not under any circumstances be exercisable following 
termination of employment. 

(b) An Option or SAR may not be exercised pursuant to this Section after 
the expiration of the term of such Option or SAR and may be exercised only to 
the extent that the holder was entitled to exercise such Option or SAR on the 
date of termination of employment. 

7. Performance Unit Awards and Performance Share Awards 

(a) The Committee may grant Performance Unit Awards and Performance Share 
Awards pursuant to this Section 7. The Committee shall establish, with respect 
to and at the time of grant of each Performance Unit Award or Performance Share 
Award, a performance period over which the performance of the holder of a 
Performance Unit Award or Performance Share Award shall be measured. The 
Committee shall also establish performance levels but subject to such later 
revisions as the Committee, in its sole judgment, shall deem appropriate to 
reflect significant, unforeseen events or changes. The Committee in its 
discretion may also grant Performance Unit Awards and Performance Share Awards 
to employees following the start of any performance period and may also grant 
additional Performance Unit Awards and Performance Share Awards to participants 
after the start of any performance period. 

(b) Each Performance Unit shall have an initial value of $100 per unit. 
Each Performance Share shall initially represent one share of Household Common 
Stock with a value equal to the fair market value of one share of Household 
Common Stock on the date of grant of the Performance Share Award. As determined 
by the Committee, the value of Performance Units and the number of shares of 
Household Common Stock represented by Performance Shares may increase or 
decrease depending upon the extent to which the performance targets set by the 
Committee in respect of the holder of the Performance Unit Award or Performance 
Share Award are achieved. 

(c) The holder of a Performance Unit Award shall be entitled to receive 
payment of an amount equal to the value of the Performance Unit Award, based on 
the achievement of the performance targets for such performance period, as 
determined by the Committee at the 
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time of settlement of the Performance Unit Award, except that no more than 50% 
of the Performance Unit Award may be paid in Household Common Stock. 

(d) The holder of a Performance Share Award shall be entitled to receive a 
number of shares of Household Common Stock represented by the Performance Share 
Award, based on the performance targets for such performance period, as 
determined by the Committee. At the discretion of the Committee, payment for 
Performance Share Awards may be made in whole or in part in cash, in which case 
Household shall pay an amount equal to the fair market value of a share of 
Household Common Stock on the date of settlement for each share of Household 
Common Stock that would otherwise be delivered to the holder of the Performance 
Share Award. 

(e) Payment shall be made in a lump sum or in installments as prescribed by 
the Committee. If any payment in Household Common Stock is to be made on a 
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deferred basis, the recipient may be entitled, in the discretion of and on terms 
and conditions established by the Committee, to receive a payment or credit 
equivalent to any dividend payable with respect to the number of shares of 
Common Stock which, as of the record date for the dividend, had been awarded or 
made payable to the recipient but not delivered. If a payment in cash is to be 
made on a deferred basis, the recipient may be entitled, in the discretion of 
and on terms and conditions established by the Committee, to be paid interest on 
the unpaid amount. 

(f) In the event of (i) death, permanent and total disability, or 
retirement under the terms of a pension plan of Household or a subsidiary and, 
unless the Committee in its sole discretion adopts a contrary rule, or (ii) 
termination in accordance with Section lO(b) hereof, the holder of a Performance 
Unit Award or Performance Share Award shall receive payment of such Award 
prorated on the number of elapsed months in the performance period but based on 
the extent to which performance targets are achieved for the full performance 
period. Such Performance Unit Award or Performance Share Award shall be payable 
at the time of payment of all other Performance Unit Awards or Performance Share 
Awards granted for the same performance period. A holder of a Performance Unit 
Award or Performance Share Award whose employment terminates for reasons other 
than those listed in this paragraph will forfeit his rights to any outstanding 
Performance Unit Award or Performance Share Award. Such forfeiture may be waived 
in whole or in part by the Committee, in its sole discretion. 

(g) The Committee may grant Performance Unit Awards or Performance Share 
Awards in tandem with SARs and Options (including ISOs if such grant is 
consistent with the treatment of the Option as an ISO). However, to the extent 
of an exercise or payout of any such Performance Unit Award, Performance Share 
Award, Option, and/or SAR granted in tandem, the exercise or payout of any unit 
of such tandem Award shall automatically cancel the corresponding units of such 
Award. Awards granted to the same individual, whether or not on the same day, 
will not be considered to be issued in tandem pursuant to this Section unless 
the Committee designates such Awards as tandem Awards. 
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8. Restricted Stock Rights 

(a) The Committee from time to time may grant Restricted Stock Rights 
("RSRs") to any employee selected by the Committee, which would entitle such 
employee to receive a stated number of shares of Common Stock of Household, 
subject to forfeiture of such RSRs if such employee failed to remain 
continuously an employee of Household or any subsidiary for the period 
stipulated by the Committee (the "Restricted Period"). 

(b) RSRs shall be subject to the following restrictions and limitations: 

(i) The RSRs may not be transferred except by will or the laws of 
descent and distribution; 

(ii) Except as otherwise provided in Paragraphs (d) and (e) of this 
Section 8, the RSRs and the shares subject to such RSRs shall be forfeited 
and all rights of a grantee of such RSRs and shares shall terminate without 
any payment of consideration by Household if the employee fails to remain 
continuously as an employee of Household or any subsidiary for the 
Restricted Period. A grantee shall not be deemed to have terminated his 
period of continuous employment with Household or any subsidiary if he 
leaves the employ of Household or any subsidiary for immediate reemployment 
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with Household or any subsidiary. 

(c) The holder of RSRs shall not be entitled to any of the rights of a 
holder of the Common Stock with respect to the shares subject to such RSRs prior 
to the issuance of such shares pursuant to the Plan. At the Committee's 
discretion, during the Restricted Period, for each share subject to an RSR, 
Household will pay the holder an amount in cash equal to the cash dividend 
declared on a share of Common Stock of Household during the Restricted Period on 
or about the date Household pays such dividend to its stockholders of record. 

(d) The Committee in its sole discretion may accelerate the payment of 
Household Common Stock under RSRs prior to the termination of the Restricted 
Period if the holder of the RSR has achieved certain performance levels 
established by the Committee at the time an RSR is granted. The Committee in its 
sole judgment may revise such performance levels as it deems appropriate to 
reflect significant, unforeseen events or changes. 

(e) In the event that the employment of a holder terminates by reason of 
death or permanent and total disability or as a result of Section lO(b) hereof, 
such holder shall be entitled to receive the number of shares subject to the RSR 
multiplied by a fraction (x) the numerator of which shall be the number of full 
months between the date of grant of such RSR and the date of such termination of 
employment, and (y) the denominator of which shall be the number of full months 
in the Restricted Period; provided, however, that any fractional share shall not 
be awarded. A holder of an RSR whose employment terminates for reasons other 
than those listed in this paragraph will forfeit his rights under any 
outstanding RSRs. This automatic forfeiture may be waived in whole or in part by 
the Committee in its sole discretion. 
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(f) When a grantee shall be entitled to receive shares pursuant to an RSR, 
Household shall issue the appropriate number of shares registered in the name of 
the grantee. 

9. Amendment and Termination of the Plan 

The Board of Directors or the Committee may amend the Plan or any Award 
granted thereunder at any time, except as provided in Section lO(d) and that the 
Board of Directors or the Committee may not, without shareholder approval, and 
except as permitted by Section 3{c), increase the number of shares of Common 
Stock of Household which may be issued pursuant to the Plan, change the purchase 
price of an Option or base price of a "stand-alone" SAR, or make any other 
amendment to the Plan which is required by law to be approved by the 
shareholders of Household. The Board of Directors may terminate the Plan at any 
time except as provided in Section lO(d), but such termination shall not affect 
Awards previously granted under the Plan. 

10. Change in Control 

(a) In order to protect employees of Household and its subsidiaries who 
have been granted Awards, if a "Change in Control" occurs, then the Committee, 
in its sole discretion, may: 

i. accelerate the time periods for exercising or realizing any Awards, 
notwithstanding any minimum holding periods set forth in the Plan or 
established by the Committee at the time of the grant of the Award; 
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ii. provide for the purchase by Household of any Awards in cash equal 
to the amount that could have been received upon the exercise or 
realization of such Awards had the Awards been currently exercisable or 
payable on the day before said cash payment is made; 

iii. make such adjustments, including the granting of additional 
Awards, to any outstanding Award as the Committee deems appropriate to 
reflect the Change in Control; and 

iv. cause outstanding Awards to be assumed, or new rights substituted 
therefor, by any corporation that is the successor to Household. 

(b) Any employee whose position with Household or any of its subsidiaries 
within twenty-four (24) months after a Change in Control is materially changed 
(as defined below), shall be deemed to be involuntary terminated without cause 
from Household and be entitled to exercise or receive the payment of Awards 
previously granted to him that were outstanding immediately prior to the event 
causing such termination in accordance with Sections 6(a) (i), 7(f), or S(e) of 
the Plan, without any action by the Committee or Board of Directors. 
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(c) For purposes of this Section and to determine the rights of any 
employee who has an outstanding Award, the term: 

i. "Change in Control" means a change in the beneficial ownership of 
Household's common stock or a change in the composition of Household's 
Board of Directors as a result of any of the following occurrences: 

(1) any "person" (as such term is used in Sections 13 (d) and 14 (d) (2) 
of the Securities Exchange Act of 1934) other than 

(x) a trustee or other fiduciary of securities held under an 
employee benefit plan of Household, or 

(y) the employee or any person acting in concert with the 
employee 

becomes a beneficial owner, directly or indirectly, of common 
stock of Household representing twenty percent (20%) or more of 
the total voting power of Household's then outstanding common 
stock; or 

(2) a tender offer is made for thirty percent (30%) or more of the 
common stock of Household, which tender offer has not been 
approved by the Board of Directors of Household. 

ii. "Materially changed" means the occurrence of one or more of the 
following events: 

(1) the termination of the employee, without cause; 

(2) the employee was assigned to a position of lesser rank or status; 

(3) the employee's annual target bonus or targeted performance unit 
awards were reduced and compensation equivalent in aggregate 
value was not substituted; 
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(4) the employee's annual salary was reduced; 

(5) the employee's benefits under the Household Retirement Income 
Plan or any successor tax qualified defined benefit plan were 
reduced for reasons other than to maintain its tax qualified 
status and such reductions were not supplemented in the Household 
Supplemental Retirement Income Plan ("HSRIP"); or the employee's 
benefits under HSRIP, if applicable, were reduced; 

(6) the employee's other benefits or perquisites were reduced and 
such reductions were not uniformly applied with respect to all 
similarly situated employees; or 

9 

(7) the employee was reassigned to a geographical area outside of the 
metropolitan area in which the employee was assigned at the time 
of the Change in Control. 

iii. "Cause" means: 

(1) willful and deliberate misconduct, which is detrimental in a 
significant way to the interests of Household; 

(2) death; or 

(3) inability of the employee, for reasons of disability, to 
reasonably perform his/her duties for six consecutive calendar 
months. 

(d) Notwithstanding anything set forth in Section 9 hereof, with the 
occurrence of a Change in Control the Plan may not be amended or terminated by 
the Committee, the Board of Directors or the stockholders of Household. 

</TEXT> 
</DOCUMENT> 
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1. Purpose 

HOUSEHOLD INTERNATIONAL 
1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 

(as amended November 11, 2001) 

Page 1 of 14 

EXHIBIT 10.5 

The purpose of the Household International 1996 Long-Term Executive 
Incentive Compensation Plan (the "Plan") is to further the long-term growth of 
Household International, Inc. and its subsidiaries ("Household") by 
strengthening the ability of Household to attract and retain employees of 
outstanding ability, to provide an effective means for employees to acquire and 
maintain ownership of Household Common Stock, to motivate such employees to 
achieve long-range performance goals and objectives, and to provide incentive 
compensation opportunities competitive with those of other major corporations. 
Household senior executives, in particular, are charged with enhancing 
shareholder value and except under extraordinary circumstances, will only 
receive options under this Plan. The options, if granted, to Household senior 
executives will comprise a significant portion of their total annual 
compensation. In addition, the Plan provides for the issuance of options to 
purchase Household Common Stock to non-employee Directors of Household in order 
to facilitate ownership of Household Common Stock by Directors and to more fully 
align the interests of Household's Directors with that of its Common 
stockholders. 

2. Administration 

The Plan shall be administered by the Compensation Committee of 
Household's Board of Directors (the "Committee"), a committee of the Board 
appointed from time to time by the Board consisting solely of two or more 
non-employee directors, each of whom shall be an "outside director" as defined 
in Section 162(m) of the Internal Revenue Code of 1986, as amended (the "Code") 
and the regulations thereunder and a "disinterested person" as defined in Rule 
16b-3 under Section 16(b) of the Securities Exchange Act of 1934 (the "Exchange 
Act"). The Committee shall have such powers to administer the Plan as are 
delegated to it by the Plan and the Board of Directors, including, to the extent 
permissible under the terms of the Plan, the power to interpret the Plan and any 
agreements executed thereunder, to prescribe rules and regulations relating to 
the Plan, to determine the terms, restrictions, and provisions of any agreement 
relating to awards granted pursuant to the Plan, and to make all other 
determinations necessary or advisable for administering the Plan. Except as 
required by Rule 16b-3 (or any successor Rule thereto) with respect to grants of 
awards to individuals who are subject to Section 16 of the Exchange Act or as 
otherwise required for compliance with Rule 16b-3 or other applicable law, the 
Committee 
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may delegate all or any part of its authority under the Plan to any officer of 
Household. All decisions made by the Committee, or (unless the Committee has 
specified an appeal process to the contrary) any other person to whom the 
Committee has delegated authority pursuant to the provisions hereof, shall be 
final and binding on all persons. 

3. Grant of Awards; Shares Subject to Plan 

(a) The Committee may grant any type of award permitted under the terms 
of the Plan to employees (all such awards in the aggregate being hereinafter 
referred to as "Awards"). Employees of Household and its subsidiaries may be 
selected by the Committee for Awards under the Plan. In addition, non-employee 
Directors of Household will receive options pursuant to the provisions of 
Section 6. 

(b) The number of shares of Common Stock of Household that may be 
issued under the Plan is equal to the sum of the number of shares remaining 
available under the Household International Long-Term Executive Incentive 
Compensation Plan (the "1984 Plan") plus 24,000,000, all of which shares may be 
made subject to options. The shares issued pursuant to an Award may consist of 
authorized and unissued shares of Household's Common Stock, Common Stock held in 
Household's treasury or Common Stock purchased on the open market. If any Award 
granted under the Plan or the 1984 Plan shall terminate or lapse for any reason, 
any shares of Common Stock subject to such Award shall again be available for 
grant under the Plan. The maximum number of shares or share equivalents that may 
be granted through an Award to any one participant in one year is 1,200,000 
shares. 

(c) In the event of corporate changes affecting Household's Common 
Stock, this Plan or Awards granted to employees and options granted to 
non-employee Directors hereunder (including, without limiting the generality of 
the foregoing, stock dividends, stock splits, recapitalizations, 
reorganizations, mergers, consolidations, or other relevant changes in 
capitalization), appropriate adjustments in price, number and kind of shares of 
Common Stock or other consideration subject to such Awards or in the terms of 
such Awards, shall be made so as to prevent dilution or enlargement of rights 
under the Awards. In addition, the aggregate number or remaining number or kind 
of shares which may be issued under the Plan will be adjusted to equitably 
reflect any such corporate changes. 

(d) The Committee may, in its discretion and subject to such rules as 
it may adopt, permit an employee to satisfy, in whole or in part, withholding 
tax obligations incurred in connection with Awards: (i) by electing to have 
Household withhold shares of Household Common Stock (otherwise deliverable 

-2-

<PAGE> 

to the employee in connection with an Award) in payment for the minimum required 
withholding tax obligation of Household, or (ii) by delivering shares of 
Household Common Stock owned by such employee in payment for a withholding tax 
obligation, or (iii) by obtaining an extension of credit from Household in 
payment for the withholding tax obligation. Any shares of Common Stock delivered 
by an employee in full or partial payment of withholding tax obligations must 
have been held by such employee at least six months prior to the date such 
shares are delivered in payment. 
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(e) The Committee may provide that any Award to employees under the 
Plan earn dividend equivalents. Such dividend equivalents may be paid currently 
or may be credited to a participant's account, including during any deferral 
period. Any crediting of dividend equivalents may be subject to such 
restrictions and conditions as the Committee may establish, including 
reinvestment in additional shares or share equivalents. However, the payment of 
dividend equivalents will not be conditioned upon the employee exercising an 
option. 

(f) Except as may be provided in the agreement for any specific 
employee Award or otherwise limited in this Plan, the Committee may, in its sole 
discretion, in whole or in part, waive any restrictions or conditions applicable 
to, or accelerate the vesting of, any Award to an employee. 

(g) To the extent the Committee deems it necessary, appropriate or 
desirable to comply with foreign law or practice and to further the purpose of 
this Plan, the Committee may, without amending this Plan, (i) establish special 
rules applicable to Awards granted to employees who are foreign nationals, are 
employed outside the United States, or both, including rules that differ from 
those set forth in this Plan and (ii) grant Awards to such employees in 
accordance with those rules. 

(h) The Committee may, in its discretion and subject to such rules as 
it may adopt, authorize an extension of credit from Household to an employee 
holding an award granted under this Plan (including an employee who is an 
officer or director of Household) to assist the employee in settling withholding 
tax obligations on Awards. Household may extend or guarantee loans under this 
provision. Except for existing variable rate loans referred to below, loans will 
not be made under this provision to assist the employee in paying the exercise 
price for stock options. Loans extended under the Plan will bear interest, 
compounded semiannually, at the applicable rate in effect under Section 1274 (d) 
of the Internal Revenue Code (the "Applicable Federal Rate") on the day the loan 
is made. The Committee may, in its discretion, permit employees with existing 
variable rate loans made under the Plan, to convert said loans to fixed rate 
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loans which will bear interest, compounded semiannually, at the Applicable 
Federal Rate in effect on the day the loan is converted; provided, however, that 
the fixed interest rate will not be set below the rate required to avoid 
creation of cancellation of indebtedness income for Federal income tax purposes. 
Payment terms will be established by the Committee and may or may not require 
periodic payments of interest and/or principal. The term of loans will be 
established by the Committee, as well as provisions governing the acceleration 
of maturity upon termination of employment or default. Loans financed or 
guaranteed by Household will be secured by retention of the issued stock 
certificates by Household and execution of an agreement with respect to such 
shares. To the extent necessary to satisfy the provisions of Regulation G or 
another similar regulatory restriction, other security may be required by the 
Committee. 

4. Employee Options 

(a) The Committee may grant to employees any type of statutory or 
non-statutory option to purchase shares of Household Common Stock as is 
permitted by law at the time the option is granted. The term of the initial 
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grant of each option shall not be more than ten years and one day from the date 
of grant and may be exercised at the rate set by the Committee or as stated 
herein; provided, however, that no option shall be exercised less than one year 
from the date of grant, except as provided herein. The Committee may, in its 
discretion, extend the expiration date of certain outstanding employee options, 
provided no expiration date of any option may exceed fifteen years from the date 
of the grant of that option. 

(b) The per share purchase price of Household Common Stock which may be 
acquired pursuant to an employee option shall be at least 100% of the fair 
market value of one share of Common Stock of Household on the date on which the 
option is granted. Within this limitation, such price shall be determined by the 
Committee. 

(c) Payment for shares purchased upon the exercise of an employee 
option shall be made in cash or, in the discretion of the Committee, in shares 
of Common Stock of Household valued at the then fair market value of such shares 
or by a combination of cash and shares of Common Stock. Any shares of Common 
Stock surrendered by an employee in full or partial payment of the exercise 
price of an option must have been held by such employee at least six months 
prior to the date such shares are surrendered in payment. 

-4-
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5. Transfer of Employee Options; Exercise of Employee Options Following 
Termination of Employment 

(a) Options may be exercised only by the employee and shall not be 
transferable other than by will or the laws of descent and distribution. These 
restrictions on transferability shall not apply to the extent (i) such 
restrictions are not at the time required for the Plan to continue to meet the 
requirements of Rule 16b-3 of the Exchange Act, or any successor Rule, (ii) the 
Committee has established rules concerning the transferability of employee 
options and (iii) the agreement relating to an Award so specifies or the holder 
has received notice from the Office of the Secretary of Household that such 
restrictions are no longer applicable. If the holder of an option shall cease to 
be an employee of Household or a subsidiary, and unless otherwise provided by 
the Committee, all rights under such option shall immediately terminate, except: 

(i) in the event of termination of employment of a holder to 
which Section ll(b) hereof applies, or of a holder who is 
retirement-eligible under the terms of a pension plan of Household or a 
subsidiary, the option may be exercised within five years of the date 
of termination of employment or as otherwise provided in the agreement 
for the Award; 

(ii) in the event of termination of employment due to 
permanent and total disability, and the holder is not 
retirement-eligible under the terms of a pension plan of Household or a 
subsidiary, the option may be exercised within twelve months following 
the date of such termination of employment or as otherwise provided in 
the agreement for the Award; 

(iii) in the event of death during employment, the option may 
be exercised by the executor, administrator, or other personal 
representative of the holder within five years succeeding death if such 
holder was retirement-eligible under the terms of a pension plan of 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 105 .txt 12/9/2008 

HHT 0015761 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 107 of 209 PageID #:80453



<PAGE> 

Page 5 of 14 

Household or a subsidiary, or twelve months if such holder was not 
retirement-eligible under the terms of a pension plan of Household or a 
subsidiary or as otherwise provided in the agreement for the Award; 

(iv) except in the event an employee is terminated for cause, 
following termination of employment other than as set forth in 
subsections (i), (ii) or (iii) above, the option may be exercised 
within three months following the date of termination, or prior to the 
expiration of the option, whichever period is shorter; or 

(v) in the event of death of a holder of an option following 
termination of employment, the option may be 

-5-

exercised by the executor, administrator, or other personal 
representative of the holder, notwithstanding the time period specified 
in (i), (ii), (iii) or (iv) above, within a) twelve months following 
death or b) the remainder of the period in which the holder was 
entitled to exercise the option, whichever period is longer. 

If the Committee determines that the termination is for cause, the 
option will not under any circumstances be exercisable following termination of 
employment. Notwithstanding the foregoing, in the case where the employee is a 
party to an employment, termination protection or similar agreement with 
Household or a subsidiary which is in effect at the time of termination of 
employment that defines "cause" (or words of similar import), the Committee 
shall not determine such termination of employment to be for "cause" unless a 
"cause" termination would be permitted under such agreement at that time. 

(b) An option may not be exercised pursuant to this Section after the 
expiration of the term of such option and may be exercised only to the extent 
that the holder was entitled to exercise such option on the date of termination 
of employment. 

6. Non-Employee Director Options 

(a) Each non-employee Director of Household will be granted an option 
for 10,000 shares of Household Common Stock annually on the same date grants are 
made to employees. In addition, in lieu of cash compensation, non-employee 
Directors may choose to receive a number of stock options equivalent to 10% of 
the annual cash compensation they choose to receive in stock options. The 
Committee will have no discretion to select which non-employee Directors will be 
granted options or to determine the number of option shares, price, vesting 
schedule or any other term of the options granted to non-employee Directors. All 
options granted to non-employee Directors will be non-qualified stock options. 

(b) The per share purchase price of Common Stock which may be acquired 
pursuant to a non-employee Director option shall be 100% of the fair market 
value of one share of Common Stock on the date the option is granted. For 
purposes of establishing the fair market value of Household's Common Stock on 
any day under Section 6 of this Plan, such value shall be the average of the 
highest and lowest sales prices per share of the Common Stock for such date. 
However, if the Stock Exchange is not open for trading on a given day, the fair 
market value will be the average of the highest and lowest sales prices per 
share on the next succeeding business day. 
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(c) Subject to Section 11 of this Plan, each option granted to a non
employee Director vests and shall be fully exercisable 
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beginning six months from the date the option was granted. Each such option 
expires ten years and one day from the date of the grant. However, if a 
non-employee Director ceases to be a Director of Household, outstanding vested 
options are exercisable as follows: 

(i) in the event service on the Board of Directors terminates 
due to permanent and total disability, outstanding options may be 
exercised within twelve months following the date such service 
terminates or prior to the expiration of the outstanding options, 
whichever period is shorter; 

(ii) in the event of death of a non-employee Director whether 
during service as a Director of Household or after ceasing such 
service, outstanding options may be exercised by the executor, 
administrator, or other personal representative of such Director within 
twelve months after the death of the Director or prior to the 
expiration of the outstanding options, whichever period is longer; 

(iii) in the event a non-employee Director's service on the 
Board of Directors terminates because such Director has reached the 
mandatory retirement age of 70 (or age 72 if a Director was serving on 
the Board as of January 1, 1989) or if a non-employee Director retires 
from the Board prior to reaching the mandatory retirement age but after 
having served on the Board of Directors continuously for at least 
fifteen years, outstanding options may be exercised at any time prior 
to the expiration of the outstanding options; and 

(iv) in the event service on the Board of Directors terminates 
other than as set forth in subsections (i), (ii) or (iii) above, 
outstanding options may be exercised within three months following the 
date such service terminates or prior to the expiration of the 
outstanding options, whichever period is shorter. 

(d) Payment for shares purchased upon exercise of a non-employee 
Director option shall be made in cash, in shares of Household Common Stock 
valued at the then fair market value of such shares or by a combination of cash 
and shares of Common Stock. Any shares of Common Stock delivered in full or 
partial payment of the exercise price of an option must have been held by such 
Director at least six months prior to the date such shares are delivered in 
payment. 

A non-employee Director may also satisfy, in whole or in part, income 
tax obligations incurred in connection with the exercise of an option by (i) 
electing to have Household withhold shares of Common Stock (otherwise 
deliverable to the Director in connection with the exercise of an option) in 
payment for such 
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income tax obligation or (ii) by delivering shares of Household Common Stock 
owned by such Director in payment for such income tax obligation. Any shares of 
Common Stock delivered in full or partial payment of income tax obligations must 
have been held by such Director at least six months prior to the date such 
shares are delivered. 

(e) Non-employee Director options are not transferable other than by 
will and the laws of descent and distribution. 

7. Restricted Stock Rights 

(a) Upon such terms as it deems appropriate, the Committee from time to 
time may grant Restricted Stock Rights ("RSRs") to any employee selected by the 
Committee, which entitle such employee to receive a stated number of shares of 
Common Stock of Household. The RSRs are subject to forfeiture if the employee 
fails to remain continuously employed by Household or any subsidiary for the 
period(s) stipulated by the Committee (each, a "Restricted Period"). 

(b) RSRs shall be subject to the following restrictions and 
limitations: (i) the RSRs may not be transferred except by will or the laws of 
descent and distribution; and (ii) except as otherwise provided in Paragraphs 
(d) and (e) of this Section 7, an RSR and the shares subject to an RSR shall be 
forfeited and all rights of a holder of an RSR shall terminate without any 
payment of consideration by Household if such employee fails to remain 
continuously employed by Household or any subsidiary for the Restricted Period. 
A holder of an RSR shall remain continuously employed if such holder leaves the 
employ of Household or any subsidiary for immediate reemployment with Household 
or any subsidiary. 

(c) Other than as may be specified pursuant to Section 3(e), the holder 
of an RSR shall not be entitled to any of the rights of a holder of the Common 
Stock with respect to the shares subject to such RSR prior to the issuance of 
such shares pursuant to the Plan. 

(d) The Committee in its sole discretion may accelerate the payment of 
Household Common Stock under an RSR prior to the termination of the Restricted 
Period if the holder of an RSR has achieved certain performance levels 
established by the Committee at the time an RSR is granted. The Committee in its 
sole judgment may revise such performance levels as it deems appropriate to 
reflect significant, unforeseen events or changes. 

(e) In the event that the employment of a holder of an RSR terminates 
by reason of death or permanent and total disability or as a result of Section 
ll(b) hereof, such holder shall be 
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entitled to receive the number of shares subject to the RSR multiplied by a 
fraction (x) the numerator of which shall be the number of full months between 
the date of grant of each such RSR and the date of such termination of 
employment, and (y) the denominator of which shall be the number of full months 
in the respective Restricted Period; provided, however, no fractional share 
shall be awarded. A holder of an RSR whose employment terminates for reasons 
other than those listed in this paragraph will forfeit all rights under any 
outstanding RSR. This automatic forfeiture may be waived in whole or in part by 
the Committee in its sole discretion. 
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(f) When a holder shall be entitled to receive shares pursuant to an 
RSR, Household shall issue the appropriate number of shares registered in the 
name of the holder. 

8. Other Stock-Based Awards 

The Committee may make awards of unrestricted shares of Household 
Common Stock to eligible employees in recognition of outstanding achievements. 

9. Forfeiture 

If it is determined that an employee or former employee, while employed 
by Household or any subsidiary or otherwise associated with Household or any 
subsidiary as a consultant, advisor or in another similar capacity, engaged at 
any time in any activity in competition with any activity of Household or any 
subsidiary or inimical, contrary or harmful to the interests of Household or any 
subsidiary including, but not limited to: (i) conduct related to the 
participant's position for which either criminal or civil penalties against the 
participant may be sought, (ii) violation of Household policies, notwithstanding 
Household's decision or inability to, or not to, terminate the participant for 
such violation, (iii) accepting employment with or serving as a consultant, 
advisor or in any other capacity to an employer that is in competition with or 
acting against the interests of Household or any subsidiary, including employing 
or recruiting any present employee of Household or any subsidiary for such 
competitor, (iv) disclosing or misusing any confidential information or material 
concerning Household or any subsidiary, or (v) participating in a hostile 
takeover attempt of Household, then the Committee, in its sole discretion, may 
cancel any unexpired or unpaid Award at any time. 

10. Amendment and Termination of the Plan 

This Plan will expire on May 8, 2006. However, the Board of 
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Directors may terminate the Plan at any time except as provided in Section 
11(d), but such termination shall not affect Awards previously granted under the 
Plan. During the Plan term, the Committee may amend the Plan or any Award 
granted to an employee under the Plan at any time, except (i) the Plan may not 
be amended or terminated in the circumstances set forth in Section 11(d), (ii) 
the Committee may not, without shareholder approval, and except as permitted by 
Section 3(c), increase the number of shares of Common Stock of Household which 
may be issued pursuant to the Plan, change the purchase price of an Option, and 
(iii) the Committee may not make any other amendment to the Plan which is 
required by law to be approved by the shareholders of Household. 

Notwithstanding the preceding paragraph, the provisions of Section 6 of 
the Plan relating to non-employee Directors may not be amended more than once 
every six months, except to comply with changes to the Code or the rules and 
regulations thereunder. 

11. Change in Control 
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(a) In order to protect participants in the Plan who have outstanding 
Awards in the event there is a "Change in Control" (as defined below) , ( i) all 
outstanding Awards will immediately vest or the Restricted Period with respect 
thereto shall lapse and such Awards shall become exercisable or payable in full 
notwithstanding any minimum holding period set forth in the Plan or established 
by the Committee at the time of the grant of the Award, (ii) Household shall 
require that this Plan, and the Awards issued hereunder, be assumed by the 
entity causing the Change in Control or the public company parent thereof (the 
'Acquiror') and, if appropriate, new rights of equal value with substantially 
similar terms be substituted for such Awards by the Acquiror, and (iii) the 
Committee, in its sole discretion (notwithstanding any contrary provision in 
Section 3(f) ), may: 

<PAGE> 

(i) provide for the purchase by Household or the Acquiror of 
any Awards in cash equal to the amount that could have been received 
upon the exercise or realization of such Awards had the Awards been 
currently exercisable or payable on the day before said cash payment is 
made; 

(ii) make such adjustments, including the granting of 
additional Awards, to any outstanding Award as the Committee deems 
appropriate to reflect the Change in Control; and 

(iii) take such other action deemed appropriate by the 
Committee to ensure that the rights of participants and the Awards are 
not adversely affected by the Change in Control. 

-10-

(b) Any employee whose position with Household or any of its subsidiaries 
is "Materially Changed" (as defined below) within twenty-four (24) months after 
a Change in Control shall be deemed to be involuntarily terminated without 
"cause" (as defined below) from Household and be entitled to exercise or receive 
the payment of Awards previously granted to the employee that were outstanding 
immediately prior to the event causing such termination or were awarded 
subsequent to the event causing such termination, in each case, in accordance 
with subsection 5(a) (i) with respect to Options or 7(e) of the Plan with respect 
to any RSRs with respect to which the Restricted Period has not lapsed, without 
any action by the Committee or Board of Directors. 

(c) For purposes of this Section and to determine the rights of any 
participant who has an outstanding Award, the term: 

(i) "Change in Control" means: 

(1) any "person" (as defined in Section 13(d) and 14(d) of the 
Securities Exchange Act of 1934, as amended (the "Exchange 
Act")), excluding for this purpose Household or any 
subsidiary of Household, or any employee benefit plan of 
Household, or any subsidiary of Household, or any person or 
entity organized, appointed or established by Household for 
or pursuant to the terms of such plan which acquires 
beneficial ownership of voting securities of Household, is 
or becomes the "beneficial owner" (as defined in Rule 13d-3 
under the Exchange Act) directly or indirectly of securities 
of Household representing twenty percent (20%) or more of 
the combined voting power of Household's then outstanding 
securities; provided, however, that no Change in Control 
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shall be deemed to have occurred as the result of an 
acquisition of securities of Household by Household which, 
by reducing the number of voting securities outstanding, 
increases the direct or indirect beneficial ownership 
interest of any person to twenty percent (20%) or more of 
the combined voting power of Household's then outstanding 
securities, but any subsequent increase in the direct or 
indirect beneficial ownership interest of such person in 
Household shall be deemed a Change in Control; and provided 
further that if the Board of Directors of Household 
determines in good faith that a person who has become the 
beneficial owner directly or indirectly of securities of 

(2) 

(3) 

-11-

Household representing twenty percent (20%) 
or more of the combined voting power of 
Household's then outstanding securities has 
inadvertently reached that level of 
ownership interest, and if such person 
divests as promptly as practicable a 
sufficient amount of securities of Household 
so that the person no longer has a direct or 
indirect beneficial ownership interest in 
twenty percent (20%) or more of the combined 
voting power of Household's then outstanding 
securities, then no Change in Control shall 
be deemed to have occurred; 

during any period of two (2) consecutive 
years (not including any period prior to 
November 9, 1998) individuals who at the 
beginning of such two-year period constitute 
the Board of Directors of Household and any 
new director or directors (except for any 
director designated by a person who has 
entered into an agreement with Household to 
effect a transaction described in 
subparagraph (1), above, or subparagraph 
(3), below) whose election by the Board or 
nomination for election by Household's 
stockholders was approved by a vote of at 
least two-thirds of the directors then still 
in office who either were directors at the 
beginning of the period or whose election or 
nomination for election was previously so 
approved, cease for any reason to constitute 
at least a majority of the Board (such 
individuals and any such new directors being 
referred to as the "Incumbent Board"); 

consummation of (x) an agreement for the 
sale or disposition of Household or all or 
substantially all of Household's assets, (y) 
a plan of merger or consolidation of 
Household with any other corporation, or (z) 
a similar transaction or series of 
transactions involving Household (any 
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( 4) 

(5) 

( 6) 

Page 11 of 14 

transaction described in parts (x) through 
(z) of this subparagraph (3) being referred 
to as a "Business Combination"), in each 
case unless after such a Business 
Combination (I) the stockholders of 
Household immediately prior to the Business 
Combination continue to own, directly or 
indirectly, more than sixty percent (60%) of 
the combined voting power of the then 

-12-

outstanding voting securities entitled to 
vote generally in the election of directors 
of the new (or continued) entity (including, 
but not by way of limitation, an entity 
which as a result of such transaction owns 
Household, or all or substantially all of 
Household's former assets either directly or 
through one or more subsidiaries) 
immediately after such Business Combination, 
in substantially the same proportion as 
their ownership of Household immediately 
prior to such Business Combination, (II) no 
person (excluding any entity resulting from 
such Business Combination or any employee 
benefit plan (or related trust) of Household 
or of such entity resulting from such 
Business Combination) beneficially owns, 
directly or indirectly, twenty percent (20%) 
or more of the then combined voting power of 
the then outstanding voting securities of 
such entity, except to the extent that such 
ownership existed prior to the Business 
Combination, and (III) at least a majority 
of the members of the board of directors of 
the entity resulting from such Business 
Combination were members of the Incumbent 
Board at the time of the execution of the 
initial agreement, or of the action of the 
Board, providing for such Business 
Combination; 

approval by the stockholders of Household of 
a complete liquidation or dissolution of 
Household; 

a tender offer is made for thirty percent 
(30%) or more of the common stock of 
Household, which tender offer has not been 
approved by the Board of Directors of 
Household; or 

a solicitation subject to Rule 14a-11 under 
the Exchange Act (or any successor Rule) 
relating to the election or removal of 50% 
or more of the members of the Incumbent 
Board is made by any person other than 
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Household. 

(ii) "Materially Changed" means the occurrence of one or 
more of the following events: 

( 1) 

(2) 

(3) 

( 4) 

(5) 

( 6) 

( 7) 

the termination of the employee, without 

-13-

cause, and other than by reason of death, 
permanent and total disability or retirement 
under the terms of a pension plan of 
Household or any subsidiary, or termination 
by the employee within the special 60-day 
window period which begins 6 months after a 
Change in Control as provided in the 
employee's employment agreement; 

the employee was assigned to a position of 
lesser rank or status; 

the employee's annual target bonus or 
targeted performance unit awards were 
reduced and compensation equivalent in 
aggregate value was not substituted; 

the employee's annual salary was reduced; 

the employee's benefits under the Household 
Retirement Income Plan or any successor tax 
qualified defined benefit plan were reduced 
for reasons other than to maintain its tax 
qualified status and such reductions were 
not supplemented in the Household 
Supplemental Retirement Income Plan 
("HSRIP"); or the employee's benefits under 
HSRIP, if applicable, were reduced; 

the employee's other benefits or perquisites 
were reduced and such reductions were not 
uniformly applied with respect to all 
similarly situated employees; or 

the employee was reassigned to a 
geographical area outside of the 
metropolitan area in which the employee was 
assigned at the time of the Change in 
Control. 

(iii) "cause" (1) in the case of an employee who is a 
party to an employment, termination protection or similar 
agreement that defines "cause" (or words of similar import), 
means "cause" (or words of similar import) as defined in such 
agreement, and (2) in the case of any other employee, means 
willful and deliberate misconduct, which is detrimental in a 
significant way to the interests of Household or any subsidiary 
thereof. 
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<PAGE> 

(d) Notwithstanding anything set forth in Section 11 hereof, with the 
occurrence of a Change in Control the Plan may not be amended or terminated by 
the Committee, the Board of Directors or the stockholders of Household. 

12. Miscellaneous 

(a) The Plan is intended to constitute an "unfunded" plan for incentive 
compensation. With respect to any payments or deliveries of shares of Household 
Common Stock not yet made or required to be made to a participant by Household, 
nothing contained herein shall give any rights to a participant that are greater 
than those of a general creditor of Household. The Committee may permit the 
deferral of receipt of any shares of Household Common Stock to be issued under a 
vested Award or exercised Award or authorize the creation of trusts or other 
plans and arrangements to meet the obligations created under the Plan to deliver 
shares of Household Common Stock or payments hereunder consistent with the 
foregoing. 

(b) With respect to participants subject to Section 16 of the Exchange 
Act, transactions under this Plan are intended to comply with all applicable 
provisions of Rule 16b-3 or its successor under the Exchange Act. To the extent 
any provision of the Plan or action by the Committee or its designee fails to so 
comply, it shall be deemed null and void. 

(c) This Plan and each agreement with respect to an Award shall be 
construed and administered in accordance with the laws of the State of Delaware 
without giving effect to principles relating to conflict of laws. 

(d) Neither the adoption of the Plan nor any Award granted hereunder 
shall confer upon any participant any right to continued employment or service 
with Household or any subsidiary thereof, nor shall the Plan or any Award 
interfere in any way with the right of Household or a subsidiary to terminate 
the employment or relationship of any of the participants at any time. 

<PAGE> 

-15-

AMENDMENT TO THE 
HOUSEHOLD INTERNATIONAL, INC. 

1996 LONG-TERM EXECUTIVE INCENTIVE COMPENSATION PLAN 
NOVEMBER 11, 1997 

On November 11, 1997 the Household International Board of Directors, upon the 
recommendation of the Board's Compensation Committee, adopted an amendment to 
the 1996 Long-Term Executive Incentive Compensation Plan (the "Plan") relating 
to the transferability of options granted under the Plan. 

Transferability of Options Granted to Nonemployee Directors and Senior Managers 

This amendment only applies to Nonemployee Directors and Senior Managers 
(defined under this amendment as the Chief Executive Officer and employees with 
a direct reporting relationship to the Chief Executive Officer) who have 
received or in the future receive options to purchase Household Common Stock 
under the Plan. This section modifies Plan Section 5(a) as regards the 
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transferability of options granted to Nonemployee Directors and Senior Managers; 
all other provisions continue to apply. 

Who is Eligible 

This provision only applies to Nonemployee Directors and Senior Managers 
("Eligible Persons"). 

Transfer of Options; Minimum Number 

Options granted under the Plan may be transferred by will or through the laws of 
descent and distribution. In addition, Eligible Persons may transfer their 
options only to family members, family trusts, and family partnerships 
(collectively, "Transferees"). Transferees may not retransfer any options except 
by will or through the laws of descent and distribution. Any option transferred 
to a single Transferee must represent the right to purchase a minimum of 100 
shares. 

Which Options May be Transferred 

Eligible Persons may transfer any option, including vested and unvested portions 
of any award granted under the Plan. Options granted under previous benefit 
plans are not covered by this amendment. 

Exercise 

Options will vest in accordance with applicable Plan provisions. A Transferee 
may only exercise vested options, and only as provided in the Plan. 

-16-

<PAGE> 

Taxation of Options 

The Eligible Person remains liable for any income tax related to the exercise of 
transferred options. Income tax will be calculated as of the exercise date. The 
Eligible Person is solely responsible for tax liability related to any options 
gifted to a Transferee. 

Law and Regulation 

In addition to laws and regulations that apply to the Plan, the Transfer of 
options must be completed in accordance with securities registration and 
disclosure regulations applicable at the time of transfer. Eligible Persons and 
Transferees may be subject to certain waiting periods limiting transfer or 
exercise. Eligible Persons, or their agents agree to notify the Corporation at 
least five days before any option they own or control is exercised. 

</TEXT> 
</DOCUMENT> 

-17-
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EXHIBIT 10.10 

HOUSEHOLD INTERNATIONAL 

NON-QUALIFIED DEFERRED COMPENSATION PLAN 
FOR STOCK OPTION EXERCISES 

Section 1. Purpose. The purpose of this Plan is to provide certain 

executives of Household International, Inc. (the "Company") and certain of its 
direct and indirect subsidiaries (the Company and such subsidiaries being 
referred to as the "Employers") the opportunity to defer receipt of compensation 
and provide for future savings of compensation earned in connection with the 
exercise of a Household stock option. The provision of such an opportunity is 
designed to aid the Company in attracting and retaining as executives persons 
whose abilities, experience and judgment can contribute to the well-being of the 
Company. 

Section 2. Name, Effective Date. The effective date of this plan known 

as the Household International Non-Qualified Deferred Compensation Plan for 
Stock Option Exercises (the "Plan") is November 15, 1999. 

Section 3. Eligibility. Any executive of the Employers in Career Band D 

or Career Band S who has outstanding stock options for Household International, 
Inc. Common Stock, $1.00 par value ("Household stock") is eligible to 
participate in this Plan. 

Section 4. Deferred Compensation Account. An unfunded deferred 

compensation account shall be established for each person who elects to 
participate in the Plan. 

Section 5. Amount of Deferral. In the calendar year prior to the 

exercise of a Household stock option on a date at least six months prior to the 
date the participant intends to exercise the Household stock option, the 
participant can make an irrevocable election to defer receipt of the stock that 
would otherwise be paid to the participant upon the exercise of the option. The 
Household stock deferred will be credited to the participant's deferred 
compensation account on the date such stock would otherwise be initially issued 
pursuant to the option exercise. 

Section 6. Election of Deferral. An election to defer receipt of stock 

due to the exercise of a Household stock option shall be made on forms provided 
by the Compensation Committee of the Board of Directors of the Company (the 
"Committee") for that purpose and shall be effective on the date indicated, but 
not before the date filed with the Committee. In order to have 

<PAGE> 
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a valid deferral election, the participant who exercises the option must pay for 
the Household stock option with Household stock which he has held for at least 
six months. A payment in cash is not permitted. However, any tax withholding 
must be paid in cash, and not by reducing the Household stock received from the 
exercise. 

If a participant has failed to select a deferred distribution date for 
a deferral or if he terminates employment before such deferred distribution 
date, then distribution of such deferred compensation account will be made as 
soon as practicable in the calendar year following the date of the participant's 
termination of employment. For any deferral attributable to a Household stock 
option exercise, the earliest deferred distribution date specified by the 
participant must be at least two years after the year in which the stock option 
exercise occurred. The election shall be irrevocable upon receipt by the 
Committee. 

Section 7. Hypothetical Investment. Each deferred compensation account 

will be credited with shares of Household stock on the date on which the 
Household stock option is exercised. No dividends shall be paid on such stock. 
There is no guarantee a participant's deferred compensation account will 
increase in value; the account may decrease in value based on the performance of 
Household stock. 

Section 8. Payment of Deferral. If a participant elected to defer any 

year's compensation under this Plan to a specific date other than his or her 
termination of employment, the value of such year's deferred compensation will 
be payable in stock with only fractional shares paid in cash on the date 
specified unless it is paid earlier due to termination of employment. The value 
of a participant's deferred compensation account will be payable in stock with 
only fractional shares paid in cash as soon as practicable following the end of 
the year in which a participant terminates employment unless an earlier date is 
specified by the participant in his election to defer compensation. All deferred 
amounts to be paid to a participant pursuant to the Plan are to be paid in 
shares of Household stock with the value of such shares being the fair market 
value of an equal number of shares of Household stock on the date of payment. 
For purposes of the Plan, the "fair market value" shall be the average of the 
high and low sale prices for a share of Household stock as published in The Wall 

Street Journal for the respective payment date. 

2 

<PAGE> 

In the event that the participant becomes totally disabled, the 
Committee, in its absolute discretion, may distribute all or a portion of the 
participant's deferred compensation account according to a revised payment 
schedule but it must still be paid in stock. 

Section 9. Withholding. Subject to the following sentence, there shall 

be deducted from all deferrals and payments under this Plan the amount of any 
taxes required to be withheld by any federal, state or local government unless 
these amounts are paid in cash by the participant. However, for any taxes 
required to be withheld by any federal, state or local government in connection 
with a deferral, these amounts must be paid in cash and not by reducing the 
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shares otherwise credited to the participant's account. The participants and 
their beneficiaries, distributees, and personal representatives will bear any 
and all federal, foreign, state, local or other income or other taxes imposed on 
amounts deferred or paid under this Plan. 

Section 10. Designation of Beneficiary. A participant may designate a 

beneficiary or beneficiaries which shall be effective upon filing written notice 
with the Committee on the form provided by the Committee for that purpose. If no 
beneficiary is designated, the beneficiary will be the participant's estate. If 
more than one beneficiary statement has been filed, the beneficiary or 
beneficiaries designated in the statement bearing the most recent date will be 
deemed the valid beneficiary or beneficiaries. 

Section 11. Death of Participant or Beneficiary. In the event of a 

participant's death before he has received the full value of his deferred 
compensation account, the then current value of the participant's deferred 
compensation account shall be determined and such amount shall be paid to the 
beneficiary or beneficiaries of the deceased participant as soon as practicable 
thereafter in stock with only fractional shares paid in cash. If no designated 
beneficiary has been named or survives the participant, the beneficiary will be 
the participant's estate. 

Section 12. Participant's Rights Unsecured. The right of any 

participant or beneficiary to receive payment under the provisions of the Plan 
shall be an unsecured claim against the general assets of the Company, and any 
successor company in the event of a merger, consolidation, reorganization or any 
other event which causes the Company's assets or business to be acquired by 
another company. No provisions contained in the Plan shall be construed to give 
any 

3 

<PAGE> 

participant or beneficiary at any time a security interest in the deferred 
compensation account or any other assets of the Company. 

Section 13. Statement of Account. Statements will be sent to 

participants following the end of each year as to the value of their deferred 
compensation accounts as of December 31st of such year. 

Section 14. Assignability. No right to receive payments hereunder 

shall be transferable or assignable by a participant or a beneficiary. 

Section 15. Administration of the Plan. The Plan shall be administered 

by the Committee. The Committee shall conclusively interpret the provisions of 
the Plan, decide all claims, and shall make all determinations under the Plan. 
The Committee shall act by vote or written consent of a majority of its members. 
The Committee may authorize the appointment of an agent to perform recordkeeping 
and other administrative duties with respect to the Plan. 

Section 16. Amendment or Termination of Plan. This Plan may at any time 

or from time to time be amended, modified or terminated by the Committee. No 
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amendment, modification or termination shall, without the consent of a 
participant, adversely affect such participant's accruals on his prior 
elections. Rights accrued prior to termination of the Plan will not be canceled 
by termination of the Plan. 

Section 17. Governing Law. This Agreement shall be governed by and 

construed in accordance with the laws of the State of Illinois. 

Section 18. Payment of Certain Costs of the Participant. If a dispute 

arises regarding the interpretation or enforcement of this Plan and the 
participant (or, in the event of his death, his beneficiary) obtains a final 
judgment in his favor from a court of competent jurisdiction from which no 
appeal may be taken, whether because the time to do so has expired or otherwise, 
or his claim is settled by the Company prior to the rendering of such a 
judgment, all reasonable legal and other professional fees and expenses incurred 
by the participant in contesting or disputing any such claim or in seeking to 
obtain or enforce any right or benefit provided for in this Plan or in otherwise 
pursuing his claim will be promptly paid by the Company with interest thereon at 
the highest Illinois statutory rate for interest on judgments against private 
parties from the date of payment thereof by the participant to the date of 
reimbursement to him by the Company. 

4 
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Section 19. Securities Law. With respect to participants subject to 

Section 16 of the Exchange Act, transactions under this Plan are intended to 
comply with all applicable provisions of Rule 16b-3 or its successor under the 
Securities Exchange Act of 1934. To the extent any provision of the Plan or 
action by the Committee or its designee fails to so comply, it shall be deemed 
null and void. 

Section 20. Change in Control. A "Change in Control" shall be deemed 

to have occurred if: 

(1) Any "person" (as defined in Section 13(d) and 14(d) of the 
Securities Exchange Act of 1934, as amended (the "Exchange 
Act")), excluding for this purpose the Company or any subsidiary 
of the Company, or any employee benefit plan of the Company, or 
any subsidiary of the Company, or any person or entity organized, 
appointed or established by the Company for or pursuant to the 
terms of such plan which acquires beneficial ownership of voting 
securities of the Company, is or becomes the "beneficial owner" 
(as defined in Rule 13d-3 under the Exchange Act) directly or 
indirectly of securities of the Company representing twenty 
percent (20%) or more of the combined voting power of the 
Company's then outstanding securities; provided, however, that no 
Change in Control shall be deemed to have occurred as the result 
of an acquisition of securities of the Company by the Company 
which, by reducing the number of voting securities outstanding, 
increases the direct or indirect beneficial ownership interest of 
any person to twenty percent (20%) or more of the combined voting 
power of the Company's then outstanding securities, but any 
subsequent increase in the direct or indirect beneficial 
ownership interest of such a person in the Company shall be 
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deemed a Change in Control; and provided further that if the 
Board of Directors of the Company determines in good faith that a 
person who has become the beneficial owner directly or indirectly 
of securities of the Company representing twenty percent (20%) or 
more of the combined voting power of the Company's then 
outstanding securities has inadvertently reached that level of 
ownership interest, and if such person divests as promptly as 
practicable a sufficient amount of securities of the Company so 
that the person no longer has a direct or 

5 

indirect beneficial ownership interest in twenty percent (20%) 
or more of the combined voting power of the Company's then 
outstanding securities, then no Change in Control shall be 
deemed to have occurred; 

(2) During any period of two (2) consecutive years (not including 
any period prior to December 1, 1998) individuals who at the 
beginning of such two-year period constitute the Board of 
Directors of the Company and any new director or directors 
(except for any director designated by a person who has entered 
into an agreement with the Company to effect a transaction 
described in subparagraph (1), above, or subparagraph (3), 
below) whose election by the Board or nomination for election by 
the Company's stockholders was approved by a vote of at least 
two-thirds of the directors then still in office who either were 
directors at the beginning of the period or whose election or 
nomination for election was previously so approved, cease for 
any reason to constitute at least a majority of the Board (such 
individuals and any such new directors being referred to as the 
"Incumbent Board"); 

(3) Consummation of (x) an agreement for the sale or disposition of 
the Company or all or substantially all of the Company's assets, 
(y) a plan of merger or consolidation of the Company with any 
other corporation, or (z) a similar transaction or series of 
transactions involving the Company (any transaction described in 
parts (x) through (z) of this subparagraph (3) being referred to 
as a "Business Combination"), in each case unless after such a 
Business Combination (I) the stockholders of the Company 
immediately prior to the Business Combination continue to own, 
directly or indirectly, more than sixty percent (60%) of the 
combined voting power of the then outstanding voting securities 
entitled to vote generally in the election of directors of the 
new (or continued) entity (including, but not by way of 
limitation, an entity which as a result of such transaction owns 
the Company, or all or substantially all of the Company's former 
assets either directly or through one or more subsidiaries) 
immediately after such Business Combination, in substantially 
the same proportion as their ownership of the Company 
immediately prior to such Business Combination, (II) no person 
(excluding any entity resulting from such Business 

6 
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Combination or any employee benefit plan (or related trust) 
of the Company or of such entity resulting from such Business 
Combination) beneficially owns, directly or indirectly, twenty 
percent (20%) or more of the then combined voting power of the 
then outstanding voting securities of such entity, except to the 
extent that such ownership existed prior to the Business 
Combination, and (III) at least a majority of the members of the 
board of directors of the entity resulting from such Business 
Combination were members of the Incumbent Board at the time of 
the execution of the initial agreement, or of the action of the 
Board, providing for such Business Combination; or 

(4) Approval by the stockholders of the Company of a complete 
liquidation or dissolution of the Company. 

Notwithstanding any other provision of the Plan, if a Change of Control 
occurs, then the Company shall create a trust or take such other actions as 
are appropriate to protect each participant's deferred compensation 
account. 

</TEXT> 
</DOCUMENT> 
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<DOCUMENT> 
<TYPE>EX-10.11 
<SEQUENCE>9 
<FILENAME>dex1011.txt 
<DESCRIPTION>NON-QUALIFIED DEFERRED COMPENSATION PLAN 
<TEXT> 
<PAGE> 

EXHIBIT 10. 11 

HOUSEHOLD INTERNATIONAL 

NON-QUALIFIED DEFERRED COMPENSATION PLAN 
FOR RESTRICTED STOCK RIGHTS 

Section 1. Purpose. The purpose of this Plan is to provide certain 

executives of Household International, Inc. (the "Company") and certain of its 
direct and indirect subsidiaries (the Company and such subsidiaries being 
referred to as the "Employers") the opportunity to defer receipt of compensation 
and provide for future savings of compensation earned in connection with the 
vesting of Household Restricted Stock Rights. The provision of such an 
opportunity is designed to aid the Company in attracting and retaining as 
executives persons whose abilities, experience and judgment can contribute to 
the well-being of the Company. 

Section 2. Name, Effective Date. The effective date of this plan known 

as the Household International Non-Qualified Deferred Compensation Plan for 
Restricted Stock Rights (the "Plan") is September 11, 2001. 

Section 3. Eligibility. Any executive of the Employers who is a 

participant in the 1998 Key Executive Bonus Plan and has outstanding Restricted 
Stock Rights for Household International, Inc. Common Stock, $1.00 par value 
("Household stock") is eligible to participate in this Plan. 

Section 4. Deferred Compensation Account. An unfunded deferred 

compensation account shall be established for each person who elects to 
participate in the Plan. 

Section 5. Amount of Deferral. In the calendar year prior to the 

scheduled vesting of Household Restricted Stock Rights on a date at least six 
months prior to the date the participant's Restricted Stock Rights are scheduled 
to vest, the participant can make an irrevocable election to defer the right to 
receive all or a portion of the stock that would otherwise be paid to the 
participant upon the scheduled vesting of the Restricted Stock Rights. The 
Household stock as to which an election is made will be credited to the 
participant's deferred compensation account on the date such stock would 
otherwise have been initially vested. 

Section 6. Election of Deferral. An election to defer the right to 

receive stock under this Plan shall be made on forms provided by the 
Compensation Committee of the Board of Directors 

<PAGE> 
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of the Company (the "Committee") for that purpose and shall be effective on the 
date indicated, but not before the date filed with the Committee. 

If a participant has failed to select a deferred distribution date for 
a deferral or if he terminates employment before such deferred distribution 
date, then distribution of such deferred compensation account will be made as 
soon as practicable in the calendar year following the date of the participant's 
termination of employment. The earliest deferred distribution date specified by 
the participant for any deferral under this Plan must be at least two years 
after the calendar year in which the vesting of Restricted Stock Rights 
otherwise would have occurred. The election shall be irrevocable upon receipt by 
the Committee. 

Section 7. Hypothetical Investment. Each deferred compensation account 

will be credited with hypothetical shares of Household stock on the date on 
which the Household Restricted Stock Rights otherwise would have vested. During 
the deferral period, the deferred compensation account will be credited on each 
dividend payment date for the Company's Common Stock with additional 
hypothetical shares of Household stock determined by dividing the aggregate cash 
dividend which would have been paid if the existing Household stock were actual 
shares of the Company's Common stock by the fair market value of the Company's 
Common Stock as of the dividend payment date, computed to four decimal places. 
For purposes of the Plan, the "fair market value" of one share of the Company's 
Common Stock shall be the average of the high and low sale prices for a share of 
such Common Stock for the respective determination date. There is no guarantee a 
participant's deferred compensation account will increase in value; the account 
may decrease in value based on the performance of Household stock. 

Section 8. Payment of Deferral. If a participant elected to defer any 

year's compensation under this Plan to a specific date other than his or her 
termination of employment, the value of such year's deferred compensation will 
be payable in stock with only fractional shares paid in cash on the date 
specified unless it is paid earlier due to termination of employment. The value 
of a participant's deferred compensation account will be payable in stock with 
only fractional shares paid in cash as soon as practicable following the end of 
the year in which a participant terminates employment unless an earlier date is 
specified by the participant in his deferral 

2 

<PAGE> 

election. All deferred amounts to be paid to a participant pursuant to the Plan 
are to be paid in shares of Household stock with the value of such shares being 
the fair market value of an equal number of shares of Household stock on the 
date of payment. 

In the event that the participant becomes totally disabled, the 
Committee, in its absolute discretion, may distribute all or a portion of the 
participant's deferred compensation account according to a revised payment 
schedule but it must still be paid in stock. 

Section 9. Withholding. Subject to the following sentence, there shall 

be deducted from all deferrals and payments under this Plan the amount of any 
taxes required to be withheld by any federal, state or local government unless 
these amounts are paid in cash by the participant. However, for any taxes 
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required to be withheld by any federal, state or local government in connection 
with a deferral, these amounts must be paid in cash immediately after the 
vesting date and not by reducing the shares otherwise credited to the 
participant's account. The participants and their beneficiaries, distributees, 
and personal representatives will bear any and all federal, foreign, state, 
local or other income or other taxes imposed on amounts deferred or paid under 
this Plan. 

Section 10. Designation of Beneficiary. A participant may designate a 

beneficiary or beneficiaries which shall be effective upon filing written notice 
with the Committee on the form provided by the Committee for that purpose. If no 
beneficiary is designated, the beneficiary will be the participant's estate. If 
more than one beneficiary statement has been filed, the beneficiary or 
beneficiaries designated in the statement bearing the most recent date will be 
deemed the valid beneficiary or beneficiaries. 

Section 11. Death of Participant or Beneficiary. In the event of a 

participant's death before he has received the full value of his deferred 
compensation account, the then current value of the participant's deferred 
compensation account shall be determined and such amount shall be paid to the 
beneficiary or beneficiaries of the deceased participant as soon as practicable 
thereafter in stock with only fractional shares paid in cash. If no designated 
beneficiary has been named or survives the participant, the beneficiary will be 
the participant's estate. 

Section 12. Participant's Rights Unsecured. The right of any 

participant or beneficiary to receive payment under the provisions of the Plan 
shall be an unsecured claim against the general 

3 

<PAGE> 

assets of the Company, and any successor company in the event of a merger, 
consolidation, reorganization or any other event which causes the Company's 
assets or business to be acquired by another company. No provisions contained in 
the Plan shall be construed to give any participant or beneficiary at any time a 
security interest in the deferred compensation account or any other assets of 
the Company. Upon deferral under this Plan, a participant gives up his right to 
receive stock that otherwise would have been issued as a consequence of vesting 
of Restricted Stock Rights and receives, instead, the contractual right to an 
unfunded deferred compensation account equal in value to the value of the stock 
that otherwise would have been received. 

Section 13. Statement of Account. Statements will be sent to 

participants following the end of each year as to the value of their deferred 
compensation accounts as of December 31st of such year. 

Section 14. Assignability. No right to receive payments hereunder shall 

be transferable or assignable by a participant or a beneficiary. 

Section 15. Administration of the Plan. The Plan shall be administered 

by the Committee. The Committee shall conclusively interpret the provisions of 
the Plan, decide all claims, and shall make all determinations under the Plan. 
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The Committee shall act by vote or written consent of a majority of its members. 
The Committee may authorize the appointment of an agent to perform recordkeeping 
and other administrative duties with respect to the Plan. 

Section 16. Amendment or Termination of Plan. This Plan may at any time 

or from time to time be amended, modified or terminated by the Committee. No 
amendment, modification or termination shall, without the consent of a 
participant, adversely affect such participant's accruals on his prior 
elections. Rights accrued prior to termination of the Plan will not be canceled 
by termination of the Plan. 

Section 17. Governing Law. This Agreement shall be governed by and 

construed in accordance with the laws of the State of Illinois. 

Section 18. Payment of Certain Costs of the Participant. If a dispute 

arises regarding the interpretation or enforcement of this Plan and the 
participant (or, in the event of his death, his beneficiary) obtains a final 
judgment in his favor from a court of competent jurisdiction from which no 
appeal may be taken, whether because the time to do so has expired or otherwise, 
or his 

4 

<PAGE> 

claim is settled by the Company prior to the rendering of such a judgment, all 
reasonable legal and other professional fees and expenses incurred by the 
participant in contesting or disputing any such claim or in seeking to obtain or 
enforce any right or benefit provided for in this Plan or in otherwise pursuing 
his claim will be promptly paid by the Company with interest thereon at the 
highest Illinois statutory rate for interest on judgments against private 
parties from the date of payment thereof by the participant to the date of 
reimbursement to him by the Company. 

Section 19. Securities Law. With respect to participants subject to 

Section 16 of the Exchange Act, transactions under this Plan are intended to 
comply with all applicable provisions of Rule 16b-3 or its successor under the 
Securities Exchange Act of 1934. To the extent any provision of the Plan or 
action by the Committee or its designee fails to so comply, it shall be deemed 
null and void. 

Section 20. Change in Control. A "Change in Control " shall be deemed 

to have occurred if: 

(1) Any "person" (as defined in Section 13(d) and 14(d) of the 
Securities Exchange Act of 1934, as amended (the "Exchange 
Act")), excluding for this purpose the Company or any subsidiary 
of the Company, or any employee benefit plan of the Company, or 
any subsidiary of the Company, or any person or entity organized, 
appointed or established by the Company for or pursuant to the 
terms of such plan which acquires beneficial ownership of voting 
securities of the Company, is or becomes the "beneficial owner" 
(as defined in Rule 13d-3 under the Exchange Act) directly or 
indirectly of securities of the Company representing twenty 
percent (20%) or more of the combined voting power of the 
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Company's then outstanding securities; provided, however, that no 
Change in Control shall be deemed to have occurred as the result 
of an acquisition of securities of the Company by the Company 
which, by reducing the number of voting securities outstanding, 
increases the direct or indirect beneficial ownership interest of 
any person to twenty percent (20%) or more of the combined voting 
power of the Company's then outstanding securities, but any 
subsequent increase in the direct or indirect beneficial 
ownership interest of such a person in the Company shall be 
deemed a Change in Control; and provided further that if the 

5 

Board of Directors of the Company determines in good faith that a 
person who has become the beneficial owner directly or indirectly 
of securities of the Company representing twenty percent (20%) or 
more of the combined voting power of the Company's then 
outstanding securities has inadvertently reached that level of 
ownership interest, and if such person divests as promptly as 
practicable a sufficient amount of securities of the Company so 
that the person no longer has a direct or indirect beneficial 
ownership interest in twenty percent (20%) or more of the 
combined voting power of the Company's then outstanding 
securities, then no Change in Control shall be deemed to have 
occurred; 

(2) During any period of two (2) consecutive years (not including any 
period prior to December 1, 1998) individuals who at the 
beginning of such two-year period constitute the Board of 
Directors of the Company and any new director or directors 
(except for any director designated by a person who has entered 
into an agreement with the Company to effect a transaction 
described in subparagraph (1), above, or subparagraph (3), below) 
whose election by the Board or nomination for election by the 
Company's stockholders was approved by a vote of at least 
two-thirds of the directors then still in office who either were 
directors at the beginning of the period or whose election or 
nomination for election was previously so approved, cease for any 
reason to constitute at least a majority of the Board (such 
individuals and any such new directors being referred to as the 
"Incumbent Board"); 

(3) Consummation of (x) an agreement for the sale or disposition of 
the Company or all or substantially all of the Company's assets, 
(y) a plan of merger or consolidation of the Company with any 
other corporation, or (z) a similar transaction or series of 
transactions involving the Company (any transaction described in 
parts (x) through (z) of this subparagraph (3) being referred to 
as a "Business Combination"), in each case unless after such a 
Business Combination (I) the stockholders of the Company 
immediately prior to the Business Combination continue to own, 
directly or indirectly, more than sixty percent (60%) of the 
combined voting power of the then outstanding voting securities 
entitled to vote generally in the election of directors of 

6 
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the new (or continued) entity (including, but not by way of 
limitation, an entity which as a result of such transaction owns 
the Company, or all or substantially all of the Company's former 
assets either directly or through one or more subsidiaries) 
immediately after such Business Combination, in substantially the 
same proportion as their ownership of the Company immediately 
prior to such Business Combination, (II) no person (excluding any 
entity resulting from such Business Combination or any employee 
benefit plan (or related trust) of the Company or of such entity 
resulting from such Business Combination) beneficially owns, 
directly or indirectly, twenty percent (20%) or more of the then 
combined voting power of the then outstanding voting securities 
of such entity, except to the extent that such ownership existed 
prior to the Business Combination, and (III) at least a majority 
of the members of the board of directors of the entity resulting 
from such Business Combination were members of the Incumbent 
Board at the time of the execution of the initial agreement, or 
of the action of the Board, providing for such Business 
Combination; or 

(4) Approval by the stockholders of the Company of a complete 
liquidation or dissolution of the Company. 

Notwithstanding any other provision of the Plan, if a Change of Control 
occurs, then the Company shall create a trust or take such other actions as 
are appropriate to protect each participant's deferred compensation account. 

</TEXT> 
</DOCUMENT> 
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<TEXT> 
<PAGE> 

EXHIBIT 11 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF EARNINGS PER SHARE 
(In mllllons, except per share data.) 

<TABLE> 
<CAPTION> 

Year ended December 31 

<S> 
Earnlngs: 
Net lncome 
Preferred dlvldends 

Earnlngs avallable to common 
shareholders 

Average shares: 
Common 
Common equlvalents 

Total 

Earnlngs per common share 

</TABLE> 

</TEXT> 
</DOCUMENT> 

<C> 

Dlluted 

1,923.5 
(15. 5) 

1,908.0 

462.0 
6.1 

468.1 

4.08 

<C> 

2001 

Baslc 

1, 923.5 
(15. 5) 

1,908.0 

462.0 

462.0 

4.13 

Dll uted 

<C> 

1,700.7 
I 9. 2 I 

1,691.5 

471.8 
4.4 

476.2 

3.55 

<C> 

2000 

Baslc 

1,700.7 
I 9. 2 I 

1,691.5 

4 71.8 

4 71.8 

3.59 

<C> 
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1,477.2 

477.0 
4.8 

481.8 

3.07 
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<C> 

1999 

Basl:= 

1,486.4 
I 9. 2 I 

1,477.2 

477.0 

477.0 

3.10 
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EXHIBIT 12 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

(All dollar arrounts are stated ln mllllons.) 
<TABLE> 
<CAPTION> 

Year ended December 31 

<S> 
Net lncome 
Income taxes 

Income before lncome taxes 

Flxed charges: 
Interest expense (1) 
Interest portlon of rentals (2) 

Total flxed charges 

Total earnlngs as deflned 

Ratlo of earnlngs to flxed charges (3) 

Preferred stock dlvldends (4) 

Ratlo of earnlngs to comblned 
flxed charges and preferred 
stock dlvldends (3) 

</TABLE> 

<C> 

2001 

$ 1,923.5 
1,015.0 

2,938.5 

4,196.7 
64.4 

4,261.1 

$ 7,199.6 

1. 69 

23.6 

1. 68 

<C> 

2000 

$ 1,700.7 
90 9. 8 

2, 610.5 

3,943.8 
52.9 

3,996.7 

$ 6,607.2 

1. 65 

14.1 

1. 65 

(1) For flnanclal statement purposes, lnterest expense lncludes lncome earned 
on temporary lnvestment of excess funds, generally resultlng from 
over-subscrlptlons of commerclal paper. 

(2) Represents one-thlrd of rentals, whlch approxlmates the portlon 
representlng lnterest. 

(3) The 1998 ratlos have been negatlvely lmpacted by the one-tlme merger and 
lntegratlon related costs assoclated wlth our merger wlth Beneflclal 
Corporatlon (''Beneflclal''). Excludlng Beneflclal merger and lntegratlon 
related costs of $751 mllllon after tax, our ratlo of earnlngs to flxed 
charges was 1.75 percent and our ratlo of earnlngs to comblned flxed 
charges and preferred stock dlvldends was 1.74 percent. 

(4) Preferred stock dlvldends are grossed up to thelr pre-tax equlvalents. 

</TEXT> 
</DOCUMENT> 

<C> 

1999 

$ 1,486.4 
734.3 

2,220.7 

2,782.2 
45.4 

2,827.6 

$ 5,048.3 

1. 7 9 

13.8 

1. 7 8 

<C> 
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524.1 
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952.7 

2,530.8 
56.8 

2,587.6 

$ 3,540.3 

1. 3 7 

23. 0 

1. 3 6 
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<C> 
$ 

1997 

940.3 
4 62. 2 

1,402.5 

2,367.9 
53.4 

2,421.3 

$ 3,823.8 

1. 58 

$ 25.3 

1. 56 
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Office of the Chief Accountant 
Securities and Exchange Commission 
450 Fifth Street, N. W. 
Washington, D.C. 20549 

March 13, 2002 

Dear Sir/Madam: 

Page 1 of 1 

EXHIBIT 16 

We have read the first four (4) paragraphs of Item 9 included in the Form 10-K 
for the fiscal year ended December 31, 2001, of Household International, Inc., 
to be filed with the Securities and Exchange Commission and are in agreement 
with the statements contained therein. 

Very truly yours, 

cc: William F. Aldinger, Chairman and 
CEO, Household International, Inc. 

</TEXT> 
</DOCUMENT> 

/s/ Arthur Andersen LLP 

Arthur Andersen LLP 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 16.txt 12/9/2008 

HHT 0015786 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 132 of 209 PageID #:80478



<DOCUMENT> 
<TYPE>EX-13 
<SEQUENCE<12 
<FILENAME>dex13.txt 
<DESCRIPTION>SECTIONS OF 2001 ANNUAL REPORT TO SHAREHOLDERS 
<TEXT> 
<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 
SELECTED FINANCIAL DATA AND STATISTICS 

<TABLE> 
<CAPTION> 
All dollar amounts except per share data are stated ln mllllons. 

<S> <C> 
Statement of Income Data-Year Ended December 31 

Exhlblt 13 

2001 2000 

<C> 

Net lnterest margln and other revenues 9,741.9 8,032.0 
Provlslon for credlt losses on owned recelvables 2,912.9 2,116.9 
Operatlng expenses 3,587.9 3,042.9 
Pollcyholders' beneflts 302.6 261-7 
Merger and lntegratlon related costs 
Income taxes 1,015.0 909.8 

Net $ 1,923.5 $ 1,700.7 

Per Common Share Data 
Baslc earnlngs 
Dlluted earnlngs 
Dlvldends declared 
Book value 

Average number of common and commcn 
equlvalent shares outstandlng(3) 

SPlPrtPrl Fl nc=mrl Al RAtlO:=i 

Owned Basls: 
Return on average owned assets 
Return on average common shareholders' 
Total shareholders' equlty as a percent 
Net lnterest margln 
Efflclency ratlo 
Consumer net charge-off ratlo 
Reserves as a percent of recelvables 

equlty 
of owned 

Reserves as a percent of net charge-offs 
Reserves as a percent of nonperformlng loans 
Common dlvldend payout ratlo 
Managed Basls: (6) 
Return on average managed assets 
Tanglble shareholders' equlty to tanglble managed 

assets(5) 

assets(7) 
Total shareholders' equlty as a percent of managed assets(5) 
Net lnterest margln 
Efflclency ratlo 
Consumer net charge-off ratlo 
Reserves as a percent of recelvables 
Reserves as a percent of net charge-offs 
Reserves as a percent of nonperformlng loans 

</TABLE> 

(1) On June 30, 1998, Household merged wlth Beneflclal Corporatlon 

4.13 
4.08 

.85 
19.47 

468.1 

2.34% 
24 .1 I 4 I 

10.77141 
7.93 
38.0 
3.32 
3.33 

110-5 
91. 0 
20.8 

1. 89 
7.87 
8. 73 I 4 I 
8-5 0 
34.0 
3.73 
3.78 

110-7 
105.0 

( "Beneflclal"), a consumer flnance holdlng company. In connectlon Wl th the 
merger, Household lssued approxlmately 168.4 mllllon shares of lts common stock 
and three serles of preferred stock. The transactlon was accounted for as a 
poollng of lnterests and, accordlngly, the consolldated flnanclal statements for 
all perlods prlor to the merger have been restated to lnclude the flnanclal 
results of Beneflclal. 

(2) Excludlng merger and lntegratlon related costs of $751.0 mllllon after-tax 
and the $118.5 mllllon after-tax galn on sale of Beneflclal's Canadlan 
operatlons, net operatlng lncome was $1,156.6 mllllon, dlluted operatlng 
earnlngs per share was $2.30, the return on average owned assets was 2.29 
percent, the return on average common shareholders' equlty was 18.2 percent, the 
owned basls efflclency ratlo was 43.5 percent, the dlvldend payout ratlo was 
26.1 percent, the return on average managed assets was 1.60 percent and the 
managed basls efflclency ratlo was 37.6 percent. 

(3) Share repurchases pursuant to our share repurchase program totaled 17.4 
mllllon shares ($916.3 mllllon) ln 2001, 5.4 mllllon shares ($209.3 mllllon) 
2000 and 16.8 mllllon shares ($712.9 mllllon) ln 1999. Shares repurchased to 
fund varlous employee beneflt programs totaled 5.0 mllllon shares ($203.0 
mllllon) ln 1999 and 10.5 mllllon shares ($412.0 mllllon) ln 1998. 

(4) On January 1, 2001, we adopted Statement of Flnanclal Accountlng Standards 
No. 133, "Accountlng for Derlvatlve Flnanclal Instruments and Hedglng 
Actlvltles," whlch requlres unreallzed galns and losses on cash flow hedglng 
lnstruments to be recorded ln shareholders' equlty, net of tax. These unreallzed 
galns and losses represent tlmlng dlfferences and Wlll result ln no net economlc 
lmpact to our earnlngs. Excludlng unreallzed galns and losses on cash flow 
hedglng lnstruments ln 2001, return on average common shareholders' equlty was 
22.9 percent, total shareholders' equlty as a percentage of owned assets was 
11.56 percent and total shareholders' equlty as a percentage of managed assets 
was 9.37 percent. 

3-5 9 
3.55 

.74 
16.88 

476.2 

2.44% 
23- 4 

11.46 
7.75 
39.2 
3.18 
3.14 

109.9 
90.2 
20.8 

1. 93 
7.41 
9.07 
8.10 
34.2 
3.64 
3.65 

111.1 
107- 0 

1999 

<C> 

6,722.5 
1,716.4 
2,527.3 

258.1 

734.3 

$ 1,486.4 

3.10 
3.07 

.68 
13.79 

481.8 

2.64% 
23.5 

11.51 
7.80 
39.1 
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87.5 
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(5) Total shareholders' equlty lncludes common shareholders' equlty, preferred 
stock and company obllgated mandatorlly redeemable preferred securltles of 
subsldlary trusts. 

(6) We monltor our operatlons and evaluate trends on both an owned basls as 
shown ln our hlstorlcal flnanclal statements and on a managed basls. Managed 
basls reportlng adJustments assume that securltlzed recelvables have not been 
sold and are stlll on our balance sheet. See page 3 for further lnformatlon on 
managed basls reportlng. 

(7) Tanglble shareholders' equlty conslsts of total shareholders' equlty, 
excludlng unreallzed galns and losses on lnvestments and cash flow hedglng 
lnstruments, less acqulred lntanglbles and goodwlll. Tanglble managed assets 
represents total managed assets less acqulred lntanglbles and goodwlll and 
derlvatlve assets. 

(8) In 2001, we sold approxlmately $1 bllllon of credlt card recelvables as a 
result of dlscontlnulng our partlclpatlon ln the Goldflsh credlt card program 
and purchased a $725 mllllon prlvate label portfollo. In 2000, we acqulred real 
estate secured portfollos totallng $3.7 bllllon. In 1998, we sold $1.9 bllllon 
of non-core MasterCard and Vlsa recelvables and also sold Beneflclal's German 
and Canadlan operatlons whlch had net recelvables of $272 mllllon and $775 
mllllon, respectlvely. 

<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 
SELECTED FINANCIAL DATA AND STATISTICS 
(CONTINUED) 

<TABLE> 
<CAPTION> 
All dollar amounts except per share data 
ArP RtAtPri ln m1ll1nnR. 

<S< 
Owned Basls Balance Sheet Data at December 31 
Total assets 
Recel vables: ( 8) 

Domestlc: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total domestlc 

Forelgn: 
Real estate secured 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total forelgn 

Total owned recelvables: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total owned recelvables 

Deposlts 
Commerclal paper, bank and other t:orrowlngs 
Senlor and senlor subordlnated det:t 
Company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts 

Preferred stock 
Common shareholders' equlty(3) 

Managed Basls Balance Sheet at December 31 I 6 I 
Total assets 
Managed recel vables: ( 8) 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total managed recelvables 

</TABLE< 

<C< 

?001 

89,416.0 

42,473.8 
2,368.9 
6,966.7 
9,853.4 

11,736.7 
5OS. 2 

?000 

<C< 

$ 76,706.3 

33,920.0 
1,850.6 
5,846.9 
8,671.5 
9,950.3 

5 96.3 

73,904.7 $ 60,835.6 

1,383.0 1,259.7 
1,174.5 2,206.7 
1,810.5 1,675.8 
1,600.3 1,377.8 

1.7 2.3 

5,970.0 6,522.3 

43,856.8 35,179.7 
2,368.9 1,850.6 
8,141.2 8,053.6 

11,663.9 10,347.3 
13,337.0 11,328.1 

506.9 598.6 

79,874.7 $ 67,357.9 

6,562.3 8,676.9 
12,024.3 10,787.9 
56,823.6 45,053.0 

975.0 675.0 
455.8 164.4 

8,202.8 7,951.2 

110,364.0 96,955.8 

44,718.6 36,637.5 
6,395.5 4,563.3 

17,395.2 17,583.4 
13,813.9 11,997.3 
17,992.6 16,227.3 

506.9 598.6 

$ 100,822.7 $ 87,607.4 

1 ggg 

<C< 

$ 60,749.4 

23,571.7 
1,233.5 
4,146.6 
8,546.7 
7,469.8 

804.5 

$ 45,772.8 

1,090.2 
2,167.8 
1,573.0 
1,681.8 

3.8 

6,516.6 

24,661.9 
1,233.5 
6,314.4 

10,119.7 
9,151.6 

808.3 

$ 52,289.4 

4,980.0 
10,777.8 
34,887.3 

375.0 
164.4 

6,450.9 

80,188.3 

26,935.5 
3,039.8 

15,793.1 
11,269.7 
13,881.9 

808.3 

$ 71,728.3 

<C< 

$ 52,892.7 

17,474.1 
805. 0 

5,327.8 
8,051.0 
5,573.3 

844.0 

$ 38,075.2 

1,218.6 
1,852.4 
1,515.0 
1,535.3 

9.4 

6,130.7 

18,692.7 
805. 0 

7,180.2 
9,566.0 
7,108.6 

853.4 

$ 44,205.9 

2,105.0 
9,917.9 

30,438.6 

375.0 
164. 4 

6,221.4 

72,594.6 

22,330.1 
1, 765.3 

16,610.8 
10,377.5 
11,970.6 

853.4 

$ 63' 9 07. 7 
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$ 46,817.0 

12,348.5 
487.5 

5,523.4 
7,457.0 
5,018.7 
1,249.6 

$ 32,084.7 

1,437.7 
1,351.3 
1,899.9 
1,804.4 

104.0 

6,597.3 

13,786.2 
487.5 

6,874.7 
9,356.9 
6,823.1 
1,353.6 

$ 38,682.0 

2,344.2 
10,666.1 
23,736.2 

175.0 
264.5 

6,174.0 

71,295.5 

19,824.8 
883. 4 

19,211.7 
10,381.9 
11,505.1 
1,353.6 

$ 63,160.5 
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Household Internatlonal, Inc. and Subsldlarles 

Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results of 
Operatlons 

Household Internatlonal, Inc. ( "Hcusehold") l5 prlnclpally a non-operatlng 
holdlng company. Through lts subsldlarles, Household provldes mlddle-market 
consumers wlth real estate secured loans, auto flnance loans, MasterCard* and 
Vlsa* credlt cards, prlvate label credlt cards and personal non-credlt card 
loans. We also offer tax refund antlclpatlon loans ("PAL's") ln the Unlted 
States and credlt and speclalty lnsurance products ln the Unlted States, Unlted 
Klngdom and Canada. Household may also be referred to ln Management's Dlscusslon 
and Analysls of Flnanclal Condl tlcn and Results of Operatlons ( "MD&A") as "we", 
"us", or "our". Our operatlons are dlvlded lnto three reportable segments: 
Consumer, Credlt Card Servlces and Internatlonal. Our Consumer segment conslsts 
of our consumer lendlng, mortgage servlces, retall servlces and auto flnance 
buslnesses. Our Credlt Card Servlces segment conslsts of our domestlc MasterCard 
and Vlsa credlt card buslness. Our Internatlonal segment conslsts of our forelgn 
operatlons ln the Unlted Klngdom ("U.K.") and Canada. At December 31, 2001, our 
owned recelvables totaled $79.9 bllllon. 

We monltor our operatlons and evaluate trends on a managed basls whlch assumes 
that securltlzed recelvables have not been sold and are stlll on our balance 
sheet. We manage our operatlons on a managed basls because the recelvables that 
we securltlze are subJected to underwrltlng standards comparable to our owned 
portfollo, are servlced by operatlng personnel wlthout regard to ownershlp and 
result ln a slmllar credlt loss exposure for us. In addltlon, we fund our 
operatlons, revlew our operatlng results and make declslons about allocatlng 
resources such as employees and capltal on a managed basls. See "Asset 
Securltlzatlons" on pages 23 to 24 and Notes 5, "Asset Securltlzatlons," and 21, 
"Segment Reportlng," to the accomr=:anylng consolldated flnanclal statements for 
addltlonal lnformatlon related to our buslnesses and our securltlzatlons. 

1'hP foll owl ng rll srlJSSl on of ollr flnAnrl Al ronrll tl on Anrl rPSlll ts of opPrc=Jtl ons 

presented on an owned basls of rer=:ortlng. On an owned basls of reportlng, net 
lnterest margln, provlslon for credlt losses and fee lncome resultlng from 
securltlzed recelvables are lncluded as components of securltlzatlon revenue. 

Crltlcal Accountlng Pollcles 

The consolldated flnanclal statements are prepared ln accordance wlth accountlng 
prlnclples generally accepted ln the Unlted States. We follow accountlng 
guldance promulgated by the AICPA Accountlng and Audlt Gulde for Flnance 
Companles versus bank regulatory accountlng pronouncements as we are not a bank 
holdlng company. Based on the speclflc customer segment we serve, we belleve the 
pollcles used are approprlate and falrly present the flnanclal posltlon of 
Household. 

The slgnlflcant accountlng pollcles used ln preparatlon of our flnanclal 
statements are more fully descrlbed ln Note 1 to the consolldated flnanclal 
statements on pages 42 to 46. Certaln crltlcal accountlng pollcles are complex 
and lnvolve slgnlflcant JUdgment Ly our management, lncludlng the use of 
estlmates and assumptlons whlch affect the reported amounts of assets, 
llabllltles, revenues and expenses. As a result, changes ln these estlmates and 
assumptlons could slgnlflcantly affect our flnanclal posltlon or our results of 
operatlons. We base our estlmates on hlstorlcal experlence and on varlous other 
assumptlons that are belleved to Le reasonable under the clrcumstances, the 
results of whlch form the basls fer maklng JUdgments about the carrylng values 
of assets and llabllltles. Actual results may dlffer from these estlmates under 
dlfferent assumptlons or condltlons. 

We belleve that of our slgnlflcant accountlng pollcles, the followlng lnvolve a 
hlgh degree of JUdgment and complexlty ln the preparatlon of our consolldated 
flnanclal statements: 

*MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa lS a reglstered trademark of VISA USA, Inc. 

<PAGE> 

Provlslon and Credlt Loss Reserves Provlslon for credlt losses on owned 
recelvables lS made ln an amount sufflclent to malntaln credlt loss reserves at 
a level consldered adequate to cover probable losses of prlnclpal, lnterest and 
fees, lncludlng late, overllmlt and annual fees, ln the exlstlng owned 
portfollo. Probable losses are estlmated for consumer recelvables based on 
contractual dellnquency and hlstorlcal loss experlence. For commerclal loans, 
probable losses are calculated uslng estlmates of amounts and tlmlng of future 
cash flows expected to be recelved on loans. In addltlon, loss reserves on 
consumer recelvables are malntalned to reflect our JUdgment of portfollo rlsk 
factors, such as economlc condltlcns, bankruptcy trends, product mlx, geographlc 
concentratlons and other slmllar ltems. Charge-off and customer account 
management pollcles are also consldered when establlshlng loss reserve 
requlrements to ensure approprlate allowances exlst for products wlth longer 
charge-off perlods and for customers benefltlng from account management 
declslons. Loss reserve estlmates are revlewed perlodlcally and adJustments are 
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reported ln earnlngs when they become known. The use of dlfferent estlmates or 
assumptlons could produce dlfferent provlslons for credlt losses. 

Recelvables Sold and Servlced Wlth Llmlted Recourse and Securltlzatlon Revenue 
Upon sale, securltlzed recelvables are removed from the balance sheet and a galn 
on sale l5 

recelvables 
value of the 

proceeds 
lncludes cash recelved and the present value estlmate of future cash flows to be 
recelved over the llves of the sold recelvables. Future cash flows are based on 
estlmates of prepayments, the lmpact of lnterest rate movements on ylelds of 
recelvables and securltles lssued, dellnquency of recelvables sold, servlclng 
fees and estlmated probable losses under the recourse provlslons based on 
hlstorlcal experlence and estlmates of expected future performance. These future 
cash flows are recorded ln the form of an lnterest-only strlp recelvable. Our 
lnterest-only strlp recelvables are reported at falr value uslng dlscounted cash 
flow estlmates as a separate compcnent of recelvables, net of our estlmate of 
probable losses under the recourse provlslons. Cash flow estlmates lnclude 
estlmates of prepayments, the lmpact of lnterest rate movements on ylelds of 
recelvables and securltles lssued, dellnquency of recelvables sold, servlclng 
fees and estlmated probable losses under the recourse provlslons. Unreallzed 
galns and losses are recorded as adJustments to common shareholders' equlty ln 
accumulated other comprehenslve lncome, net of lncome taxes. Any decllne ln the 
value of our lnterest only strlp recelvable, whlch lS deemed to be other than 
temporary, lS charged agalnst current earnlngs. The key assumptlons used to 
value lnterest-only strlp recelvables represent our best estlmate and the use of 
dlfferent estlmates or assumptlons could produce dlfferent flnanclal results. 

Flnanclal Condltlon and Results of Operatlons 

Operatlons Summary 

Our net lncome lncreased 13 percent ln 2001 to $1.9 bllllon, compared to 
$1.7 bllllon ln 2000 and $1.5 bllllon ln 1999. Strong revenue growth, 
drlven by slgnlflcant recelvable growth across all buslnesses, was the key 
to our lmproved results ln beth years. Partlally offsettlng the revenue 
growth were hlgher operatlng expenses as a result of the recelvable growth, 
lnrrPASPrl lnvPstmPnts ln sAl~s Anrl rollPrtlnn pPrsonnPl, Anrl hlghPr 
technology spendlng. The provlslon for credlt losses also lncreased ln both 
years as a result of portfollo growth and uncertaln economlc condltlons. 
Our dlluted earnlngs per share lncreased 15 percent ln 2001 to $4.08, 
compared to $3.55 ln 2000 and $3.07 ln 1999. 

Owned recelvables grew 19 percent to $79.9 bllllon ln 2001. Growth was 
strongest ln our consumer lendlng and mortgage servlces buslnesses, 
especlally ln our real estate secured portfollo, and ln our auto flnance 
and prlvate label buslnesses. We antlclpate that owned recelvable growth 
for 2002, as a percentage, Wlll be less than 2001 as we remaln cautlous 
a result of the current econcmlc envlronment and we move to securltlze 
addltlonal recelvables to manage our llquldlty posltlon. 

Our return on average common shareholders' equl ty ("ROE") was 24.1 percent 
ln 2001, compared to 23.4 percent ln 2000 and 23.5 percent ln 1999. Our 
return on average ovmed assets ("ROA") was 2.34 percent ln 2001, compared 
to 2.44 percent ln 2000 and 2.64 percent ln 1999. The sllght decrease ln 
our ROA ln 2001 reflects the shlft ln our portfollo mlx to lower margln, 
real estate secured recelvables whlch hlstorlcally have produced lower 
losses than unsecured products. 

<PAGE> 

Our owned net lnterest margln was 7.93 percent ln 2001, compared to 7.75 
percent ln 2000 and 7.80 percent ln 1999. In 2001, the lncrease was 
prlmarlly due to lower fundlng costs as a result of easlng ln Unlted States 
monetary pollcy durlng the year. Fed fund rates were reduced 11 tlmes for a 
total of 475 basls polnts durlng 2001. In 2000, the decrease reflects our 
contlnulng shlft to lower margln real estate secured recelvables and hlgher 
lnterest costs due to hlgher lnterest rates. In 2002, we expect net 
lnterest margln as a percent of recelvables to be hlgher on average than ln 
2001 as we beneflt from the full-year lmpact of the 2001 rate reductlons. 
We expect some mlnor contractlon late ln the year as we belleve the Federal 
Reserve Wlll ralse rates. 

Our owned consumer charge-off ratlo was 3.32 percent ln 2001, compared to 
3.18 percent ln 2000 and 3.67 percent ln 1999. Our dellnquency ratlo was 
4.53 percent at December 31, 2001, compared to 4.26 percent at December 31, 
2000. Both ratlos were negatlvely affected ln 2001 by the weakenlng 
economy. We expect the economy to remaln weak and total portfollo 
charge-offs to lncrease through the flrst two or three quarters of 2002. We 
expect the economy to recover slowly and charge-offs to decllne modestly ln 
the latter part of the year. 

Durlng 2001, we recorded owned loss provlslon greater than charge-offs of 
$502.9 mllllon, lncreaslng our ovmed loss reserves to an all-tlme hlgh of 
$2.7 bllllon. Loss provlslon reflected our contlnued recelvable growth, 
recent lncreases ln personal bankruptcy flllngs and contlnued uncertalnty 
over the lmpact of the weakenlng economy on charge-off and dellnquency 
trends. 

Our owned basls efflclency ratlo was 38.0 percent ln 2001, 39.2 percent ln 
2000 and 39.1 percent ln 1999. The efflclency ratlo lS the ratlo of 
operatlng expenses to the sum of our net lnterest margln and other revenues 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 13 .txt 

Page 4 of64 

12/9/2008 

HHT 0015790 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 136 of 209 PageID #:80482



less pollcyholders' beneflts. The ratlos for both years reflect lnvestments 
ln personnel, technology and marketlng. In 2001, these addltlonal costs 
were offset by growth ln net revenues. In 2000, the ratlo lncluded hlgher 
e-commerce costs. 

Segment Results - Managed Basls 

The followlng summarlzes operatlng results for our reportable operatlng segments 
for 2001 compared to 2000 and 1999. See Note 21, "Segment Reportlng," to the 
accompanylng consolldated flnanclal statements for addltlonal segment 
lnformatlon. 

Our Consumer segment reported net lncome of $1.3 bllllon ln 2001, 
compared to $1.3 bllllon ln 2000 and $1.0 bllllon ln 1999. Net lnterest 
margln, fee lncome and other revenues lncreased $1.0 bllllon to $6.6 
bllllon ln 2001 as a resuslt of strong recelvable growth. The hlgher 
revenues were prlmarlly offset by hlgher credlt loss provlslon and 
spendlng. Our credlt loss prcvlslon rose $.6 bllllon to $2.6 bllllon 
result of lncreased levels of recelvables and the weakenlng economy. Durlng 
2001, we recorded managed loss provlslon greater than charge-offs of $.4 
bllllon to lncrease loss reserves. Hlgher salary expenses, lncludlng hlgher 
sales lncentlve compensatlon, were the result of lncreased recelvable 
levels, addltlonal collectors, and lnvestments ln the growth of our 
buslnesses. Managed recelvables grew to $75.6 bllllon at year-end 2001, up 
20 percent from $63.1 bllllon ln 2000 and $49.4 bllllon ln 1999. The 
managed recelvable growth was drlven by solld growth ln all products wlth 
the strongest growth ln our real estate secured recelvables. In 2000, ln 
addltlon to strong organlc growth, we took advantage of consolldatlon ln 
the home lndustry by acqulrlng two real estate secured portfollos 
totallng .7 bllllon. Return on average managed assets ("ROMA") was 1.88 
percent ln 2001, compared to 2.16 percent ln 2000 and 2.11 percent ln 1999. 
The decllne ln the ratlos reflect hlgher loan loss provlslon and the 
contlnued shlft ln our portfcllo to lower margln real estate secured 
recelvables. 

<PAGE> 

Our Credlt Card Servlces segment also reported lmproved results as net 
lncome lncreased to $367.6 mllllon ln 2001, compared to $214.7 mllllon ln 
2000 and $152.8 mllllon ln 1999. These lncreases were due prlmarlly to 
lncreased net lnterest margln and hlgher fee lncome whlch lncreased $.5 
bllllon to $2.7 bllllon from hlgher levels of recelvables. Net lnterest 
margln as a percent of average recelvables lncreased sharply ln 2001 
result of lower fundlng costs and prlclng floors on certaln varlable rate 
credlt card products whlch capped rate reductlons. Thls growth was 
partlally offset by hlgher credlt loss provlslon whlch lncreased $.1 
bllllon to $1.2 bllllon and lncreased operatlng expenses, partlcularly 
salary expenses assoclated wlth the hlgher recelvable levels. Marketlng 
expenses were also hlgher ln 2001 as a result of lncreased marketlng 
lnltlatlves for almost all of our credlt card products. Managed recelvables 
grew to $17.2 bllllon at year-end 2001, compared to $16.0 bllllon ln 2000 
and $13.9 bllllon ln 1999. Growth ln the AFL-CIO's Unlon Plus/R/ ("UP") 
portfollo, our afflnlty card relatlonshlp wlth the AFL-CIO labor 
federatlon, and our nonprlme portfollo, whlch lncludes both the subprlme 
Renalssance and the near prlme Household Bank branded base portfollos, 
drove the lncrease ln loans. The lncrease ln nonprlme recelvables reflects 
the contlnued beneflts of the February 2000 purchase of Renalssance 
Holdlngs, Inc. ("Renalssance") for approxlmately $300 mllllon ln common 
stock and cash. We dld, however, dellberately slow the pace of growth ln 
our Renalssance portfollo ln early 2001 ln antlclpatlon of the weakenlng 
economy. Average GM Card(R) recelvables lncreased ln both 2001 and 2000 as 
we contlnued to beneflt from the March 2000 launch of the new GM Card(R). 
We added over 600,000 new GM Card(R) accounts ln both years. We contlnue to 
work wlth GM on lnltlatlves to promote lncreased card usage and enhance the 
potentlal for future growth. Credlt card growth ln both years was partlally 
offset by attrltlon ln our legacy undlfferentlated Household Bank branded 
portfollo on whlch we have llmlted marketlng efforts. ROMA lmproved to 
2.11 percent, compared to 1.33 percent ln 2000 and 1.01 percent ln 1999. 

Our Internatlonal segment reported net lncome of $204.1 mllllon ln 2001, 
compared to $230.1 mllllon ln 2000 and $218.7 mllllon ln 1999. Net lncome 
ln 2001 lncludes negatlve forelgn exchange lmpacts of $8.8 mllllon. The 
decrease ln 2001 net lncome reflects lower net lnterest margln as a 
percentage of recelvables ln the U.K. and hlgher salarles and occupancy 
costs assoclated wlth our branch expanslon efforts. The decllne ln the net 
lnterest margln ratlo was due to lower ylelds on prlvate label recelvables 
and a change ln the portfollc mlx. These decreases were partlally offset by 
hlgher lnsurance revenues and hlgher other lncome resultlng from payment by 
Centrlca to dlscontlnue our ~artlclpatlon ln the JOlnt Goldflsh credlt card 
program as descrlbed below. In 2000, hlgher revenues as a result of 
recelvable growth were only ~artlally offset by hlgher salary expense. 
Managed recelvables totaled $7.2 bllllon at year-end 2001, compared to $7.8 
bllllon ln 2000 and $7.6 bllllon ln 1999. In 2001, the strongest growth was 
ln our real estate secured and prlvate label portfollos. Thls growth was 
offset by reductlons ln our ~asterCard and Vlsa portfollo resultlng from 
the dlscontlnuatlon of the Gcldflsh program and the related sale of 
approxlmately $1.0 bllllon ln recelvables. In 2000, the strongest growth 
was ln our MasterCard and Vlsa portfollo ln the Unlted Klngdom. 
Marbles(TM), our Internet-based credlt card that was launched ln October 
1999, was the prlmary contrlLutor to the growth. ROMA was 2.36 percent 
2001, compared to 2.71 percent ln 2000 and 2.57 percent ln 1999. 
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In August 2001, we reached agreement wlth Centrlca, our partner ln 
marketlng the Goldflsh credlt card, to dlscontlnue our partlclpatlon ln the 
JOlnt credlt card program. As part of thls agreement, ln December 2001, we 
sold approxlmately $1.0 bllllon ln credlt card recelvables to Centrlca and 
recelved a payment of $72 mllllon from the former JOlnt venture partner 
whlch was partlally offset by $40 mllllon ln costs, lncludlng the wrlte-off 
of our lnvestment ln the JOlnt venture as well as other capltallzed costs 
dlrectly related to our exlt from the program. We Wlll contlnue to servlce 
the recelvables on an lnterlm basls, for a fee, untll Centrlca's systems 
and platforms are ln place. After the converslon, whlch we ln the 
second half of 2002, we Wlll recelve a remalnlng payment of mllllon. 
The settlement agreement and ongolng effects Wlll not have a materlal 
lmpact on future earnlngs. 

<PAGE> 

Balance Sheet Revlew 

Owned assets totaled $89.4 bllllon at December 31, 2001 and $76.7 bllllon at 
year-end 2000. Owned recelvables may vary from perlod to perlod dependlng on the 
tlmlng and slze of securltlzatlon transactlons. We had lnltlal securltlzatlons 
of $5.5 bllllon of recelvables ln 2001 and $7.0 bllllon ln 2000. We refer to 
securltlzed recelvables that are servlced for lnvestors and are not on our 
balance sheet as our off-balance sheet portfollo. 

Recelvables growth has been a key contrlbutor to our 2001 results. The strongest 
growth was ln our real estate secured portfollo. Growth ln our owned portfollo 
lS shown ln the followlng table: 

<TABLE> 
<CAPTION> 

All rloll Amnllnts ArP stc=JtPrl 
Increase (Decrease) 

ln ?001/?000 
Increase (Decrease) 

?000/1999 
ln mllllons December 31, 2001 $ % $ % 

<S< <C< <C< <C< <C< 
Owned recelvables: 
Real estate secured 43,856.8 8,677.1 25% 10,517.8 
Auto flnance 2,368.9 518.3 28 617 .1 
MasterCard/Vlsa 8,141.2 87.6 1 1,739.2 
Prlvate label 11' 663- 9 1,316.6 13 227-6 
Personal non-credlt card I 1 I 13,337.0 2,008.9 18 2,176.5 
Commerclal and other 506.9 I 91.7 I I 15 I I 209.7 I 

Total $ 79,874.7 $ 12,516.8 19% $ 15,068.5 

</TABLE< 
(1) Personal non-credlt card recelvables lncluded PHL's of $4.1 bllllon at 

December 31, 2001 and $3.0 bllllon at December 31, 2000. 

Real estate secured recelvaLles lncreased $8.7 bllllon to $43.9 bllllon 
durlng 2001 as a result of growth ln our HFC and Beneflclal branches and 
mortgage servlces buslness. Durlng 2001, we lncreased our branch sales 
force by almost 750 account executlves and lncreased the focus on tralnlng, 
motlvatlng and retalnlng our account executlves. These efforts, comblned 
wlth the centrallzed lead management and polnt of sale system ln our 
branches, resulted ln hlgher productlvlty per account executlve and were a 
prlmary drlver of the recelvable growth. Reduced competltlon also 
contrlbuted to the growth ln both our branch and our mortgage servlce 
buslnesses. Durlng 2001, we also tlghtened underwrltlng and lncreased 
emphasls flrst llen mortgages. 

Our auto flnance buslness re~orted strong, but controlled, growth durlng 
2001, lncreaslng recelvables by $.5 bllllon to $2.4 bllllon at December 31, 
2001, whlle ralslng cutoff scores and malntalnlng strlngent underwrltlng 
crlterla. A strong market, larger and more efflclent sales force, lncreased 
dealer penetratlon and strong Internet orlglnatlons also contrlbuted to the 
growth. Durlng 2001, we also securltlzed $2.6 bllllon of auto flnance 
recelvables as compared to $1.9 bllllon ln 2000. 

MasterCard and Vlsa recelvables lncreased sllghtly to $8.1 bllllon durlng 
2001. Our UP portfollo reported strong growth due to new accounts and 
balance transfers. Our nonprlme portfollo, whlch lncludes both the subprlme 
Renalssance and the near-prlme new Household Bank branded base portfollos, 
also grew. Growth was offset by the sale of the approxlmately $1.0 bllllon 
Goldflsh credlt card portfollo ln the U.K. and contlnued attrltlon, as 
expected, ln our legacy undlfferentlated Household Bank branded base 
portfollo. Durlng 2001, we also securltlzed $.3 bllllon (excludlng 
replenlshments) of MasterCard and Vlsa recelvables as compared to $2.0 
bllllon ln 2000. 

Prlvate label recelvables lncreased 13 percent to $11.7 bllllon durlng 
2001. Growth was prlmarlly due to organlc growth by exlstlng merchants, but 
was also attrlbutable to the addltlon of new merchants and a $725 mllllon 
portfollo acqulsltlon ln the fourth quarter. Focused marketlng efforts, 
lncludlng formatlon of dedlcated marketlng teams for our larger merchants, 
and focused use of promotlons, especlally for our mld-slze merchants, 
contrlbuted to the organlc growth. Strong sales growth by several of our 
larger merchants also contrlLuted to the lncrease ln recelvables. Durlng 
2001 and 2000, we securltlzed $.5 bllllon (excludlng replenlshments) of 

<C< 

43% 
50 
28 

24 
1261 

29% 
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prlvate label recelvables. 

<PAGE> 

Personal non-credlt card recelvables lncreased 18 percent due to growth ln 
our domestlc consumer flnance branches. As mentloned earller, ln 2001, 
lncreased our branch sales fcrce by almost 750 account executlves and 
lncreased our focus on tralnlng, motlvatlng and retalnlng our account 
executlves. Our centrallzed lead management and polnt of sale system and 
lmproved customer retentlon also contrlbuted to our strong branch growth. 

Personal non-credlt card recelvables are comprlsed of the followlng: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S< 
Domestlc personal unsecured 
UP personal unsecured 
Personal homeowner loans 
Forelgn unsecured 

Total 

</TABLE> 

2001 

<C> 
$ 6,547.4 

1,067.7 
4,121.6 
1,600.3 

$ 13,337.0 

2000 

<C> 
$ 6,180.8 

779.9 
2,989.6 
1,377.8 

$ 11,328.1 

Personal unsecured loans (cash loans wlth no securlty) are made to 
customers who do not quallfy for a real estate secured or personal 
homeowner loan ("PHL"). The average personal unsecured loan l5 

approxlmately $5,000 and 80 ~ercent of the portfollo l5 closed-end wlth 
terms ranglng from 12 to 60 months. The UP personal unsecured loans are 
part of our afflnlty relatlonshlp wlth the AFL-CIO and are underwrltten 
slmllar to other personal unsecured loans. The average PHL l5 approxlmately 
$15,000. PHT,'s typlrAlly hAVE=' tPrms of 1?0 or 1RO months c=mrl ArP 

subordlnate llen, home equlty loans wlth hlgh (100 percent or more) 
comblned loan-to-value ratlos whlch underwrlte, prlce and classlfy 
unsecured loans. Because reccvery upon foreclosure lS unllkely after 
satlsfylng senlor llens and ~aylng the expenses of foreclosure, we do not 
conslder the collateral as a source for repayment ln our underwrltlng. 
Hlstorlcally, these loans have performed better from a credlt loss 
perspectlve than tradltlonal unsecured loans as consumers are more llkely 
to pay secured loans than unsecured loans ln tlmes of flnanclal dlstress. 
Durlng 2001, we dellberately slowed growth ln the personal unsecured 

and emphaslzed growth ln PHL's. Durlng 2001, we also securltlzed 
.1 bllllon of personal non-credlt card recelvables as compared to $2.6 

bllllon ln 2000. 

We reach our customers through many dlfferent dlstrlbutlon channels and our 
growth strategles vary across product llnes. The consumer lendlng buslness 
orlglnates real estate and personal non-credlt card products through lts 
retall branch network, dlrect mall, telemarketlng, strateglc alllances and 
Internet appllcatlons. The mcrtgage servlces buslness orlglnates and 
purchases real estate secured volume prlmarlly through brokers and 
correspondents. Prlvate label credlt card volume lS generated through 
merchant promotlons, appllcatlon dlsplays, Internet appllcatlons, dlrect 
mall and telemarketlng. Auto flnance loan volume lS generated prlmarlly 
through dealer relatlonshlps from whlch lnstallment contracts are 
purchased. Addltlonal auto flnance volume lS generated through dlrect 
lendlng whlch lncludes alllance partner referrals, Internet appllcatlons 
and dlrect mall. MasterCard and Vlsa loan volume lS generated prlmarlly 
through dlrect mall, telemarketlng, Internet appllcatlons, appllcatlon 
dlsplays, promotlonal actlvlty assoclated wlth our co-brandlng and afflnlty 
relatlonshlps, mass medla advertlsements (GM Card(R)) and merchant 
relatlonshlps sourced through our retall servlces buslness. We also 
supplement lnternally-generated recelvable growth wlth portfollo 
acqulsltlons. 

We also are actlve ln cross-selllng more products to our exlstlng 
customers. Thls opportunlty for recelvable growth results from our broad 
product array, recognlzed brand names, varled dlstrlbutlon channels, and 
large, dlverse customer base. As a result of these cross-selllng 
lnltlatlves, we lncreased our products per customer by almost 20 percent ln 
2001. Products per customer lS a measurement of the number of products held 
by an lndlvldual customer whcse borrowlng relatlonshlp wlth Household 
consldered ln good standlng. Products lnclude all loan and lnsurance 
products. 

<PAGE> 

From tlme to tlme we offer customers wlth outstandlng personal non-credlt 
card loans who meet our current underwrltlng standards the opportunlty to 
convert thelr loans lnto real estate secured loans. Thls enables our 
customers to have access to addltlonal credlt at lower lnterest rates. Thls 
also reduces our potentlal less exposure and lmproves our portfollo 
performance as prevlously unsecured loans become secured ln nature. We 
converted approxlmately $400 mllllon of personal non-credlt card loans lnto 
real estate secured loans ln 2001 and $350 mllllon ln 2000. It lS not 
practlce to re-wrlte or reclasslfy any dellnquent secured loans (real 
estate or auto) lnto personal non-credlt card loans. 
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The Internet l5 also an lncreaslngly lmportant dlstrlbutlon channel and l5 
enabllng us to expand lnto new customer segments, lmprove dellvery ln 
lndlrect dlstrlbutlon and serve current customers ln a more cost-effectlve 
manner. Recelvables orlglnated Vla the Internet were $3.3 bllllon at 
December 31, 2001, a 450 lncrease over December 31, 2000. At 
December 31, 2001, over ,000 accounts were orlglnated or servlced Vla 

the Internet. We are currently acceptlng loan appllcatlons Vla the Internet 
for all of our products and have the ablllty to serve our customers 
entlrely on-llne or ln comblnatlon wlth our other dlstrlbutlon channels. 

The owned consumer two-months-and-over contractual dellnquency ratlo was 
4.53 percent at December 31, 2001, compared to 4.26 percent at December 31, 
2000. The owned consumer net charge-off ratlo was 3.32 percent ln 2001, 
compared to 3.18 percent ln 2000 and 3.67 percent ln 1999. As expected, 
dellnquency and charge-off ratlos lncreased durlng 2001. We expect 
manageable lncreases ln both dellnquency and charge-off to contlnue durlng 
the flrst two or three quarters of 2002 and then decllne modestly ln the 
latter part of the year. 

Our owned credlt loss reserves were $2.7 bllllon at December 31, 2001, 
compared to $2.1 bllllon at December 31, 2000. Credl t loss reserves as a 
percent of owned recelvables were 3.33 percent at December 31, 2001, 
compared to 3.14 percent at year-end 2000. 

In connectlon wlth our share repurchase program, we repurchased 17.4 
mllllon shares of our common stock for a total of $916.3 mllllon durlng 
2001. Slnce announclng our share repurchase program ln March 1999, we have 
repurchased 39.6 mllllon shares for a total of $1.8 bllllon. On May 9, 
2001, we announced a new two-year $2 bllllon common stock repurchase 
program. Thls new program went lnto effect on January 1, 2002 and replaced 
the $2 bllllon stock repurchase program whlch explred on December 31, 2001. 

Our total shareholders' equlty (lncludlng company obllgated mandatorlly 
redeemable preferred securltles of subsldlary trusts and excludlng 
unreallzed galns and losses en cash flow hedglng lnstruments ln 2001) to 
owned assets ratlo was 11.56 percent at December 31, 2001, compared to 
11.46 pPrrPnt At DPrPmhPr l1, ?000. 

Results of Operatlons 

Unless noted otherwlse, the followlng dlscusses amounts reported ln our owned 
basls statements of 

Net Interest Margln Our net lnterest margln on an owned basls lncreased to $5.8 
bllllon ln 2001, up from $4.8 bllllon ln 2000 and $3.8 bllllon ln 1999. Growth 
ln average lnterest-earnlng assets resulted ln hlgher net lnterest margln 
dollars ln both years. In 2001, the lncrease was also due to lower fundlng 
costs, partlally offset by an ensulng reductlon ln the rates we charge to our 
customers. The Federal Reserve reduced lnterest rates 11 tlmes for a total of 
475 basls polnts durlng 2001. In 2000, better prlclng was partlally offset by 
hlgher lnterest costs. In 2000, the Federal Reserve ralsed lnterest rates 3 
tlmes for a total of 100 basls polnts. In 2002, we expect net lnterest margln as 
a percent of recelvables to be hlgher on average than ln 2001 as we beneflt from 
the full-year lmpact of the 2001 rate reductlons. We expect some mlnor 
contractlon late ln the year as we belleve the Fed Wlll ralse rates. 

<PAGE> 

As a percent of average lnterest-earnlng assets, net lnterest margln was 7.93 
percent ln 2001, 7.75 percent ln 2000 and 7.80 percent ln 1999. On a percentage 
basls, net lnterest margln ln both years was lmpacted by a shlft ln the 
portfollo to lower margln real estate secured recelvables. In 2001, the lmpact 
of thls shlft was more than offset by lower lnterest costs. In 2000, hlgher 
lnterest costs also contrlbuted tc the decrease ln the ratlo. 

Our net lnterest margln on a managed basls lncludes flnance lncome earned on our 
owned recelvables as well as on our securltlzed recelvables. Thls flnance lncome 
lS offset by lnterest expense on the debt recorded on our balance sheet as well 
as the contractual rate of return on the lnstruments lssued to lnvestors when 
the recelvables were securltlzed. Managed basls net lnterest margln lncreased to 
$7.9 bllllon ln 2001, up from $6.5 bllllon ln 2000 and $5.5 bllllon ln 1999. As 
a percent of average managed lnterest-earnlng assets, net lnterest margln was 
8.50 percent ln 2001, 8.10 percent ln 2000 and 8.23 percent ln 1999. Recelvable 
growth contrlbuted to the dollar lncreases ln both years. The lncrease ln the 
ratlo ln 2001 was prlmarlly the result of lower lnterest costs. The decrease ln 
the ratlo ln 2000 reflects the contlnued shlft ln the portfollo to lower margln 
real estate secured recelvables and hlgher lnterest costs due to lncreases ln 
lnterest rates, partlally offset Ly lmproved prlclng ln our MasterCard and Vlsa 
portfollo. 

Net lnterest margln as a percent cf recelvables on a managed basls lS greater 
than on an owned basls because auto flnance and MasterCard and Vlsa recelvables, 
whlch have wlder spreads, are a larger portlon of the off-balance sheet 
portfollo than of the owned portfcllo, whlch prlmarlly conslsts of lower margln 
real estate secured loans. 

We are able to adJust our prlclng on many of our products, whlch reduces our 
exposure to changes ln lnterest rates. Durlng 2001, we beneflted from reductlons 
ln fundlng costs, whlch were greater than the correspondlng reductlon ln 
prlclng. At December 31, 2001 and 2000, we estlmated that our after-tax earnlngs 
would decllne by about $77 and $81 mllllon, respectlvely, followlng a gradual 
200 basls polnt lncrease ln lnterest rates over a twelve month perlod. 
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See the net lnterest margln tables on pages 33 to 35 for addltlonal lnformatlon 
regardlng owned basls and managed basls net lnterest margln. 

Provlslon for Credlt Losses The ~rovlslon for credlt losses lncludes current 
perlod net credlt losses and amount whlch we belleve l5 sufflclent to 
malntaln reserves for losses of prlnclpal, lnterest and fees, lncludlng late, 
overllmlt and annual fees, at a level that reflects known and lnherent losses 
the portfollo. 

At December 31, 2001, our owned less reserve was at an all-tlme hlgh, desplte a 
contlnued shlft ln our portfollo mlx to real estate secured loans. Durlng 2001, 
we recorded owned loss provlslon $502.9 mllllon greater than charge-offs. Loss 
provlslon ln 2001 reflected our ccntlnued recelvable growth, recent lncreases ln 
personal bankruptcy flllngs, and contlnued uncertalnty over the lmpact of the 
weakenlng economy on charge-off and dellnquency trends. Addltlonally, growth 
our recelvables and portfollo seasonlng ultlmately result ln a hlgher dollar 
loss reserve requlrement. Loss prcvlslon was $195.5 mllllon greater than 
charge-offs ln 2000, prlmarlly due to recelvable growth. Loss provlslons are 
based on an estlmate of lnherent losses ln our loan portfollo. See "Credlt Loss 
Reserves" for further dlscusslon and overall methodology for determlnlng loss 
provlslon and loss reserves. 

The provlslon for credlt losses tctaled $2.9 bllllon ln 2001, compared to $2.1 
bllllon ln 2000 and $1.7 bllllon ln 1999. Recelvables growth ln both years and a 
weakened economy ln 2001 contrlbuted to a hlgher provlslon. The provlslon for 
credlt losses may vary from year to year, dependlng on a varlety of factors 
lncludlng the amount of securltlzatlons ln a partlcular perlod, economlc 
condltlons and hlstorlcal dellnquency roll-rates of our loan products and our 
product Vlntage analyses. 

10 

<PAGE> 

As a percent of average owned recelvables, the provlslon was 4.00 percent, 
compared to 3.50 percent ln 2000 and 3.59 percent ln 1999. In 2001, the lncrease 
ln thls rc=Jtln rPflPrts hlCJhPr rhArgp-offs, lnrlllrllnCJ hAnkrllptry rhArgp-offs, Anrl 

addltlons to loss reserves, both resultlng from the weakenlng economy. In 2000, 
the decllne ln thls ratlo reflects lmproved credlt quallty as secured loans, 
whlch have a lower loss experlence, represented a larger percentage of our owned 
portfollo. Thls decllne came ln s~lte of an lncrease ln overall charge-off 
dollars as a result of recelvable growth ln the prlor year. Run-off of our 
legacy undlfferentlated Household Bank branded MasterCard and Vlsa portfollo, 
whlch had hlgher loss rates, also contrlbuted to the decllne ln 2000. 

See the "Analysls of Credlt Loss :Reserves Actlvlty" on pages 31 and 32 for 
addltlonal lnformatlon regardlng cur owned basls and managed basls loss 
reserves. 

Other Revenues Total other revenues on an owned basls were $3.9 bllllon ln 
2001, $3.3 bllllon ln 2000 and $2.9 bllllon ln 1999 and lncluded the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S< 
Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other Income 

Total other revenues 

</TABLE> 

2001 2000 1999 

<C> <C> <C> 
1' 77 5 . 6 1,476.6 1,393.5 

662. 4 5 61.2 534.6 
167.7 174.2 168.8 
966.9 825.8 595.5 
322.5 228.8 223.8 

$ 3,895.1 $ 3,266.6 $ 2,916.2 

Securltlzatlon revenue lS the result of the securltlzatlon of our recelvables 
and lncludes lnltlal and replenlshment galns on sale, net of our estlmate of 
probable credlt losses under the recourse provlslons, as well as servlclng 
revenue and excess spread. Securltlzatlon revenue was $1.8 bllllon ln 2001, 
compared to $1.5 bllllon ln 2000 and $1.4 bllllon ln 1999. The lncreases were 
due to hlgher average securltlzed recelvables and changes ln the mlx of 
recelvables lncluded ln these transactlons. Securltlzatlon revenue Wlll vary 
each year based on the level and mlx of recelvables securltlzed ln that 
partlcular year (whlch Wlll lmpact the gross lnltlal galns and related estlmated 
probable credlt losses under the recourse provlslons) as well as the overall 
level and mlx of prevlously securltlzed recelvables (whlch Wlll lmpact servlclng 
revenue and excess spread). The estlmate for probable credlt losses for 
securltlzed recelvables lS lmpacted by the level and mlx of current year 
securltlzatlons because securltlzed recelvables wlth longer llves may requlre a 
hlgher over-the-llfe loss provlslon than recelvables securltlzed wlth shorter 
llves dependlng upon loss estlmates and severltles. 

Securltlzatlon revenue lncluded the followlng: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> <C> 

2001 

Net lnltlal galns 165.7 

2000 1999 

<C> <C> 
170.1 111.1 
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Net replenlshment galns 
Servlclng revenue and excess spread 

407.5 
1,202.4 

328.4 
978.1 

25 4 .1 
1,028.3 

Total $ 1,775.6 $ 1,476.6 $ 1,393.5 

</TABLE< 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and requlre frequent sales of new recelvables lnto the trust to replace 
recelvable run-off. 

The change ln our lnterest-only strlp recelvables, net of the related loss 
reserve and excludlng the mark-to-market adJustment recorded ln accumulated 
other comprehenslve lncome, was $100.6 mllllon ln 2001, $59.0 mllllon ln 2000 
and $34.0 mllllon ln 1999. 

See Note 1, "Summary of Slgnlflcant Accountlng Pollcles," and Note 5 "Asset 
Securltlzatlons," to the consolldated flnanclal statements for further 
lnformatlon on asset securltlzatlcns. 

Insurance revenue was $662.4 mllllon ln 2001, $561.2 mllllon ln 2000 and $534.6 
mllllon ln 1999. The lncreases reflect lncreased sales on a larger loan 
portfollo and lmproved customer acceptance and retentlon rates. Durlng 2001, we 
announced that we Wlll dlscontlnue the sale of slngle premlum credlt lnsurance 
on real estate secured recelvables ln favor of offerlng a flxed monthly premlum 
lnsurance product. The rollout of thls lnsurance product began ln the fourth 
quarter of 2001 and was substantlally completed ln the flrst quarter of 2002. 
Thls change lS not expected to have a materlal lmpact on our results of 
operatlons for 2002. 
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Investment lncome lncludes lnterest lncome on lnvestment securltles ln the 
lnsurance buslness as well as reallzed galns and losses from the sale of 
lnvestment securltles. Investment lncome was $167.7 mllllon ln 2001, $174.2 
ml lll on l n ?000 cmrl $1 OR. R mlll l on l n 1 ggg. Tn ?001, thP riPCTPASP wAs pn mAnly 

due to lower lnterest lncome, prlmarlly resultlng from lower ylelds, partlally 
offset by hlgher average lnvestment balances. In 2000, the lncrease was 
prlmarlly due to hlgher lnterest lncome, prlmarlly resultlng from hlgher average 
lnvestment balances and hlgher ylelds. 

Fee lncome lncludes revenues from fee-based products such as credlt cards. Fee 
lncome was $966.9 mllllon ln 2001, $825.8 mllllon ln 2000 and $595.5 mllllon ln 
1999. The lncreases were prlmarlly due to hlgher credlt card fees. Fee lncome 
Wlll also vary from year to year dependlng upon the amount of securltlzatlons ln 
a partlcular perlod. 

See Note 21, "Segment Reportlng," to the accompanylng consolldated flnanclal 
statements for addltlonal lnformatlon on fee lncome on a managed basls. 

Other lncome, whlch lncludes revenue from our refund lendlng buslness, was 
$322.5 mllllon ln 2001, $228.8 mllllon ln 2000 and $223.8 mllllon ln 1999. RAL 
lncome was $198.3 mllllon ln 2001, $132.7 mllllon ln 2000 and $130.6 mllllon 
1999. The lncrease ln 2001 also reflects lncome of $32 mllllon, net of costs 
dlrectly related to our exlt from the Goldflsh credlt card program, ln 
connectlon wlth the agreement wlth Centrlca to dlscontlnue our partlclpatlon 
the program. 

Costs and Expenses Total costs and expenses lncreased 18 percent to $3.9 
bllllon ln 2001, compared to $3.3 bllllon ln 2000 and $2.8 bllllon ln 1999. 
Expenses on an owned basls are the same as expenses on a managed basls. 
Hlgher expenses were the result of hlgher recelvable levels and lncreased 
operatlng, technology, marketlng, and personnel spendlng dlrectly related to 
the recelvable growth. Acqulsltlons durlng the flrst half of 2000 also 
contrlbuted to lncreased expenses over the prlor years. Our efflclency ratlo 
was 38.0 percent ln 2001, compared to 39.2 percent ln 2000 and 39.1 percent 
ln 1999. 

Total costs and expenses lncluded the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S< 

2001 

<C< <C< 

2000 

Salarles and frlnge beneflts 
Sales lncentlves 

1,597.2 1,312.1 

Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve expenses 
Amortlzatlon of acqulred lntanglbles and goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

</TABLE< 

273.2 203- 6 
337.4 306.6 
519.3 470.9 
709.6 5 89-7 
151.2 160- 0 
302.6 261.7 

$ 3,890.5 $ 3,304.6 

Salarles and frlnge beneflts were $1.6 bllllon ln 2001, $1.3 bllllon ln 2000 and 
$1.0 bllllon ln 1999. The lncreases were prlmarlly due to addltlonal stafflng at 
all buslnesses, lncludlng the lmpact of acqulsltlons. In 2001, we lncreased 
sales, collectlon, customer servlce and technology stafflng levels at all 
buslnesses to support our growth. Branch expanslon efforts ln the Unlted Klngdom 

1999 

<C< 
1,048.7 

145- 9 
270-9 
370.0 
5 47- 9 
143- 9 
258.1 

$ 2,785.4 
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and Canada also contrlbuted to the lncrease ln 2001. In 2000, addltlonal 
stafflng to support growth and collectlon efforts ln our consumer lendlng 
buslness, whlch contrlbuted to lncreased recoverles and collectlons and lmproved 
the portfollo performance of our recelvables, also contrlbuted to the lncrease 
over the prlor year. Growth ln our credlt card buslness, lncludlng the lmpact of 
acqulsltlons, also contrlbuted to the lncrease ln 2000. 

Sales lncentlves were $273.2 mllllon ln 2001, $203.6 mllllon ln 2000 and $145.9 
mllllon ln 1999. The lncreases were prlmarlly due to hlgher sales volumes ln our 
branches. 

Occupancy and equlpment expense was $337.4 mllllon ln 2001, $306.6 mllllon ln 
2000 and $270.9 mllllon ln 1999. The lncreases were prlmarlly due to growth ln 
our support facllltles. In 2001, we also added new branches ln the Unlted 
Klngdom and Canada. In 2000, we o~ened a new call center ln Tampa, Florlda and 
acqulred other facllltles ln the flrst half of the year. These facllltles have 
supported our recelvable growth. 
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Other marketlng expenses lnclude ~ayments for advertlslng, dlrect mall programs 
and other marketlng expendltures. These expenses were $519.3 mllllon ln 2001, 
$470.9 mllllon ln 2000 and $370.0 mllllon ln 1999. The lncreases were prlmarlly 
due to lncreased credlt card marketlng lnltlatlves, largely ln the U.S. 
MasterCard and Vlsa portfollo. 

Other servlclng and admlnlstratlve expenses were $709.6 mllllon ln 2001, $589.7 
mllllon ln 2000 and $547.9 mllllon ln 1999. In 2001, the lncrease was prlmarlly 
due to hlgher collectlon and consultlng expenses, REO and fraud losses, and 
costs assoclated wlth prlvacy malllngs to comply wlth new leglslatlon. In 2000, 
the lncrease was prlmarlly due to e-commerce lnltlatlves and lncreased costs 
resultlng from the acqulsltlon of Renalssance and two real estate secured loan 
portfollos. 

Amortlzatlon of acqulred lntanglbles and goodwlll was $151.2 mllllon ln 2001, 
$100.0 mllllon ln /000 cmrl $14::S.g mlllHm ln 1ggg_ Tn /001, thP riPCTPC'JSP WAS 

attrlbutable to reductlons ln acqulred lntanglbles. In 2000, the lncrease was 
attrlbutable to hlgher goodwlll amortlzatlon resultlng from the Renalssance 
acqulsltlon. Upon adoptlon of Statement of Flnanclal Accountlng Standards No. 
142, "Goodwlll and Other Intanglble Assets" on January 1, 2002, amortlzatlon of 
goodwlll recorded ln past buslness comblnatlons ceased. The adoptlon lS expected 
to lncrease net lncome by approxlmately $45 mllllon, or $.10 per share, 
annually. 

Pollcyholders' beneflts were $302.6 mllllon ln 2001, $261.7 mllllon ln 2000 and 
$258.1 mllllon ln 1999. The lncreases are conslstent wlth the lncrease 
lnsurance revenues resultlng from lncreased pollcy sales. 

Income taxes. The effectlve tax rate was 34.5 percent ln 2001, 34.9 percent ln 
2000 and 33.1 percent ln 1999. 

Credlt Quallty 

Dellnquency and Charge-offs Our dellnquency and net charge-off ratlos reflect, 
among other factors, changes ln the mlx of loans ln our portfollo, the quallty 
of our recelvables, the average age of our loans, the success of our collectlon 
efforts, bankruptcy trends and general economlc condltlons. Real estate secured 
recelvables, whlch have a slgnlflcantly lower charge-off rate than unsecured 
recelvables, represented 55 percent of our total owned recelvables at December 
31, 2001 and 52 percent at December 31, 2000. The levels of personal 
bankruptcles also have a dlrect effect on the asset quallty of our overall 
portfollo and others ln our lndustry. 

Our credlt and portfollo management procedures focus on rlsk-based prlclng and 
effectlve collectlon efforts for each loan. We have a process whlch we belleve 
glves us a reasonable basls for predlctlng the credlt quallty of new accounts. 
Thls process lS based on our experlence wlth numerous marketlng, credlt and rlsk 
management tests. We also belleve that our frequent and early contact wlth 
dellnquent customers, as well as ~ollcles deslgned to manage customer 
relatlonshlps, such as reaglng dellnquent accounts to current ln speclflc 
sltuatlons, are helpful ln maxlmlzlng customer collectlons. 

We have been preparlng for an economlc slowdown slnce late 1999. Throughout 2000 
and 2001, we emphaslzed real estate secured loans whlch hlstorlcally have a 
lower loss rate as compared to our other loan products, grew senslbly, tlghtened 
underwrltlng pollcles, reduced unused credlt llnes, strengthened rlsk model 
capabllltles and lnvested heavlly ln collectlons capablllty by addlng over 2,500 
collectors. As a result, 2001 charge-off and dellnquency performance has been 
well wlthln our expectatlons. 
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Our consumer charge-off and nonaccrual pollcles vary by product as follows: 

<TABLE> 
<CAPTION> 

Product 

<S< 

Charge-off Polley Nonaccrual Polley 

<C< <C< 
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Real estate 
secured 

Auto flnance 

MasterCard 
and Vlsa 

Prlvate label 

Carrylng values ln excess of net reallzable value 
are charged off at the tlme of foreclosure or when 
settlement lS reached wlth the borrower. 

Carrylng values ln excess of net reallzable value 
are charged off at the earller of the followlng: 

the collateral has been repossessed and sold, 
the collateral has been ln our possesslon 
for more than 90 days, or 
the loan beccmes 150 days contractually 
dellnquent. 

Charged off at E months contractually dellnquent. 

Charged off at months contractually dellnquent. 

Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually past due and resumed when 
the recelvable becomes less than 3 months 
contractually past due. 

Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually past due and resumed when 
the recelvable becomes less than 2 months 
contractually past due. 

Interest accrues untll charge-off. 

Interest accrues untll charge-off. 

Personal non
credlt card 

Charged off at months contractually dellnquent 
and no payment recelved ln 6 months, but ln no 
event to exceed 12 months. 

Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually dellnquent. For PHL's, 
lnterest lncome accruals resume lf the recelvable 
becomes less than three months contractually 
past due. For all other personal non-credlt card 
recelvables, lnterest lncome lS recorded as 
collected. 

</TABLE> 

Charge-offs may occur sooner for certaln consumer recelvables lnvolvlng a 
bankruptcy. 

Our charge-off pollcles focus on maxlmlzlng the amount of cash collected from a 
customer whlle not lncurrlng excesslve collectlon expenses on a customer who 
Wlll llkely be ultlmately uncollectlble. We belleve our pollcles are responslve 
to thP S[lPCCl -fl r nppr]c=; o-f thP rnstrmPr SPCJmPnt WP SPrVP. 01lr rPAl PStc=JtP Anri c=JlltO 

flnance charge-off pollcles conslder customer behavlor ln that lnltlatlon of 
foreclosure or repossesslon actlvltles often prompts repayment of dellnquent 
balances. Our collectlon procedures and charge-off perlods, however, are 
deslgned to avold ultlmate foreclcsure or repossesslon whenever lt lS reasonably 
economlcally posslble. Our MasterCard and Vlsa charge-off pollcy lS conslstent 
wlth credlt card lndustry practlce. Charge-off perlods for our personal 
non-credlt card and prlvate label products were deslgned to be responslve to our 
customer needs and may be longer than bank competltors who serve a dlfferent 
market. Our pollcles have been conslstently applled and there have been no 
slgnlflcant changes to any of our pollcles durlng any of the perlods reported. 
Our loss reserve estlmates conslder our charge-off pollcles to ensure 
approprlate reserves exlst for prcducts wlth longer charge-off llves. We belleve 

charge-off pollcles are approprlate and result proper loss recognltlon. 

Our pollcles for consumer recelvaLles permlt reset of the contractual 
dellnquency status of an account to current, subJect to certaln llmlts, lf a 
predetermlned number of consecutlve payments has been recelved and there lS 
evldence that the reason for the dellnquency has been cured. Such reaglng 
pollcles vary by product and are deslgned to manage customer relatlonshlps and 

collectlons. 

See "Credlt Quallty Statlstlcs" on pages 29 and 30 for further lnformatlon 
regardlng owned basls and managed basls dellnquency, charge-offs and 
nonperformlng loans. 
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Consumer Two-Month-and-Over Contractual Dellnquency Ratlos - Owned Basls 
<TABLE> 
<CAPTION> 

2001 Quarter End 2000 Quarter End 

<S> <C> <C> <C> <C> <C> <C> <C> <C> 
Real estate secured 2. 63% 2. 71% 2. 59% 2.55% 2.58% 2. 71% 2.64% 2.90% 
Auto flnance 2.92 2.43 2.35 1. 74 2.46 1. 96 1. 84 1. 90 
MasterCard/Vlsa 5. 67 5.22 4.80 5.02 4.90 4.89 4.30 4.17 
Prlvate label 5.99 6. 57 6. 54 5. 62 5.60 5.64 5.81 6.03 
Personal non-credlt card 9.04 8.75 8.79 8.79 7.99 7.77 8.23 9.10 
------------------------------------------------------------------------------------------------
Total Owned 4.53% 4.58% 4.48% 4.36% 4.26% 

</TABLE> 

See "Credlt Quallty Statlstlcs - Managed Basls" on page 30 for addltlonal 
lnformatlon regardlng our managed basls credlt quallty. 

4.29% 

Our consumer dellnquency ratlos at year-end remalned stable compared to the 
thlrd quarter and lncreased modestly compared to the prlor year. These lncreases 
were wlthln our expectatlons. All products were negatlvely affected by the 
weakenlng economy durlng the fourth quarter. The lncrease ln auto flnance 
dellnquency also reflects hlstorlcal seasonal trends. These lncreases were 
partlally offset by decreases ln real estate secured dellnquency due to lmproved 
collectlons. The sequentlal quarter comparlson beneflted from seasonal 

4.25% 4. 58% 
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recelvable growth ln MasterCard and Vlsa and prlvate label recelvables, as well 
as a prlvate label portfollo acqulsltlon ln the quarter. Addltlonally, our 
MasterCard and Vlsa portfollo was negatlvely lmpacted by the December removal of 
the Goldflsh accounts, whlch had very low dellnquency. 

Compared to a year ago, the weakenlng economy contrlbuted to 
ratlos ln all products. In our real estate secured portfollo, 

dellnquency 
lncreases 

were partlally offset by beneflts from the growlng percentage of loans on whlch 
we hold a flrst llen posltlon as these loans have lower dellnquency rates than 
other loans. Though dellnquency ln our total MasterCard and Vlsa portfollo 
lncreased over the prlor year due ln part to the removal of the Goldflsh 
accounts, dellnquency ln our subprlme portfollo lmproved. Durlng 2001, we 
lmproved underwrltlng selectlon crlterla ln our subprlme MasterCard and Vlsa 
portfollo by bulldlng systems whlch better exclude certaln hlgh-rlsk customers 
from sollcltatlons. 

Consumer Net Charge-off Ratlos - Owned Basls 
<TABLE> 
<CAPTION> 

<S> 

Full Year 
2001 

<C> <C> 

2001 Quarter Annuallzed 

<C> <C> <C> 
Real estate secured .52% .64% .51% .48% .43% 
Auto flnance 4.00 4.91 3.72 3.26 3.93 
MasterCard/Vlsa 8.17 7.90 8.28 8.33 8.17 
Prlvate label 5. 59 6.12 5.94 5.25 5.02 
Personal non-credlt card 6.81 6.97 7.27 6.84 6.12 

Full Year 
2000 

<C> 
.42% 

3.29 
6.55 
5.34 
7.02 

2000 Quarter Annuallzed 

<C> <C> <C> <C> 
.39% .39% .44% .48% 

3.90 2.88 2.90 3.42 
7.36 5.99 6. 32 6.48 
5. 03 5.18 5.46 5.70 
5.82 7.05 7.85 7.64 
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Full Year 
1999 

<C> 
.51% 

3. 42 
7.95 
5.60 
6. 50 

-----------------------------------------------------------------------------------------------------------------------------
Total Owned 3.32% 3.43% 3.43% 3.26% 3.12% 

</TABLE> 

See "Credlt Quallty Statlstlcs - Managed Basls" on page 30 for addltlonal 
lnformatlon regardlng our managed basls credlt quallty. 

3.18% 

DllrlnCJ thP fnllrth CJllc=JrtPr, nllr nPt rhArgp-off rc=Jtln:=i rontlmJPrl to hP lmpArtPrl hy 
the weakenlng economy. Hlgher loss severltles on repossessed vehlcles due to a 
weak market for used cars and hlstorlcal seasonal trends also contrlbuted to the 
lncreases ln our auto flnance portfollo. We expect lmprovement ln the used car 
market ln 2002. However, we expect the economy to remaln weak and total 
portfollo charge-offs to lncrease through the flrst two or three quarters of 
2002. We expect the economy to recover slowly and charge-offs to decllne 
modestly ln the latter part of thE year. 
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The lncreases ln charge-off ratlos for the year also reflect the weakenlng 
economy. These lncreases were partlally offset by lmproved collectlons ln our 
real estate secured, prlvate label and personal non-credlt card portfollos as a 
dlrect result of lncreaslng the slze of our collectlon staff, especlally ln our 
branch network. The lncrease ln the auto flnance ratlo was due ln part to hlgher 
loss severltles on repossessed vehlcles. The lncrease ln the MasterCard and Vlsa 
ratlo reflects a hlgher percentage of subprlme recelvables ln the portfollo. 
Though subprlme charge-off rates decllned throughout 2001, these recelvables 
contlnue to have hlgher loss rates than other MasterCard and Vlsa recelvables. 

Our total 2001 net charge-off ratlos reflected the posltlve lmpact of the 
growlng percentage of real estate secured recelvables, whlch have a lower 
charge-off ratlo than other products, ln our portfollo. Assumlng 1999 product 
mlx, net charge-offs would have been approxlmately 45 basls polnts hlgher ln 
2001 and 30 basls polnts hlgher ln 2000. 

In 2000, all products, except personal non-credlt card loans, reported lmproved 
charge-off ratlos compared to 1999. Our MasterCard and Vlsa portfollo reported 
the strongest lmprovement ln 2000 as a result of slgnlflcant decreases ln 
charge-off dollars ln our legacy undlfferentlated Household Bank and GM 
portfollos and ln bankruptcy charge-offs. Charge-off dollars for all products 
were up ln 2000. 

In February, 1999, the four federal banklng regulatory agencles revlsed thelr 
guldellnes for classlflcatlon of credlt based on dellnquency status and mandated 
speclfled tlmeframes for recognlzlng losses ln consumer loan portfollos. These 
regulatory pollcy changes, whlch apply only to products wlthln our banklng 
subsldlarles and became effectlve October 1, 2000, dld not result ln a 
slgnlflcant modlflcatlon to any of our establlshed reaglng or charge-off 
pollcles. Therefore, the appllcatlon of the new rules dld not have a materlal 
lmpact on our flnanclal statements or the way we manage our buslnesses. 

Credlt Loss Reserves We malntaln credlt loss reserves to cover probable losses 
of prlnclpal, lnterest and fees, lncludlng late, overllmlt and annual fees. 
Credlt loss reserves are based on a range of estlmates and lntended to be 
adequate but not excesslve. We estlmate losses for consumer recelvables based 
dellnquency status and past loss experlence. In addltlon, we provlde loss 
reserves on consumer recelvables to reflect our assessment of portfollo rlsk 
factors whlch may not be fully reflected ln the statlstlcal calculatlon whlch 
uses roll rates and mlgratlon analysls. These rlsk factors lnclude bankruptcy 
trends, recent growth, product mlx, economlc condltlons, and current levels 
charge-off and dellnquency. Whlle our credlt loss reserves are avallable to 
absorb losses ln the entlre portfcllo, we speclflcally conslder the credlt 
quallty and other rlsk factors for each of our products, whlch lnclude real 
estate secured, auto flnance, Master Card and Vlsa and prlvate label credlt 

2.98% 3.01% 3.27% 
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cards and personal non-credlt cards. We recognlze the dlfferent lnherent loss 
characterlstlcs and rlsk management/collectlon practlces ln each of these 
products. Charge-off and customer account management pollcles are also 
consldered when establlshlng loss reserve requlrements to ensure the approprlate 
reserves exlst for products wlth longer charge-off perlods and for customers 
benefltlng from account declslons. We also conslder key ratlos such 
as reserves to nonperformlng and reserves as a percentage of charge-offs 
ln developlng our loss reserve estlmate. Loss reserve estlmates are revlewed 
perlodlcally and adJustments are reported ln earnlngs when they become known. 
These estlmates are lnfluenced by factors outslde of our control, such as 
economlc condltlons and consumer ~ayment patterns. As a result, there lS 
uncertalnty lnherent ln these estlmates, maklng lt reasonably posslble that they 
could change. 

At December 31, 2001, our owned less reserve was at an all-tlme hlgh, desplte a 
contlnued shlft ln our portfollo mlx to secured loans. Durlng 2001, we recorded 
owned loss provlslon $502.9 mllllcn greater than charge-offs. Loss provlslon ln 
2001 reflected our contlnued recelvable growth, recent lncreases ln personal 
bankruptcy flllngs, and contlnued uncertalnty over the lmpact of the weakenlng 
economy on charge-off and dellnquency trends. Addltlonally, growth ln our 
recelvables and portfollo seasonlng ultlmately result ln a hlgher loss reserve 
requlrement. Loss provlslon was $195.5 mllllon greater than charge-offs ln 2000, 
prlmarlly due to recelvable growth. Loss provlslons are based on an estlmate of 
lnherent losses ln our loan portfcllo. 
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The followlng table sets forth owned basls credlt loss reserves for the perlods 
lndlcated: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At DPrPmhPr :=\1 ?001 ?000 1 ggg 

<S< <C< <C> <C> 
Owned credlt loss reserves 2,663.1 2,111.9 
Reserves as a percent of recelvables 3.33% 3.14% 
Reserves as a percent of net charge-offs 110.5 109.9 
Reserves as a percent of nonperformlng loans 91.0 90.2 

</TABLE> 

Reserves as a percentage of recelvables ln 2001 reflect the lmpact of the 
weakened economy, hlgher levels of dellnquency and charge-off, and the 
contlnulng uncertalnty as to the ultlmate lmpact the weakened economy Wlll have 
on dellnquency and charge-off levels. We began to see evldence of a weakenlng 
economy ln the flrst half of the year as dellnquencles began to rlse and 
bankruptcy flllngs lncreased. Thls resulted ln hlgher charge-offs beglnnlng ln 
the second quarter. The comblnatlcn of these rlsk factors, partlally offset by a 
hlgher mlx of real estate secured recelvables, whlch have lower credlt losses, 
resulted ln hlgher loss provlslons ln 2001. 

Over the past flve years, our loan portfollo has experlenced a dramatlc shlft 
product mlx to real estate secured recelvables. The trend ln reserves as a 
percentage of recelvables from 1997 through 2000 reflects the lmpact of a 
growlng percentage of secured loans whlch have lower loss rates than unsecured 
loans and, beglnnlng ln 1999 and contlnulng lnto 2000, lmprovlng credlt quallty 
trends. Thls trend also beneflted ln 1999 and 2000 from the contlnued run-off of 
our undlfferentlated Household Bank branded MasterCard and Vlsa portfollo. Real 
estate secured recelvables represented 55 percent of our recelvables at 
December 31, 2001 compared to 36 ~ercent at December 31, 1997. The lmpact of 
thls shlft to real estate secured recelvables lS slgnlflcant. Holdlng average 
recelvable mlx constant to 1997 levels would have resulted ln approxlmately a 
$980 mllllon lncrease ln charge-off durlng 2001 based on 2001 owned charge-off 
ratlos. 

For securltlzed recelvables, we also record a provlslon for estlmated probable 
losses that we expect to lncur under the recourse provlslons. The followlng 
table sets forth managed credlt less reserves for the perlods lndlcated: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Managed credlt loss reserves 
Reserves as a percent of managed recelvables 
Reserves as a percent of managed net charge-offs 
Reserves as a percent of nonperformlng loans 

</TABLE> 

2001 2000 

<C> <C> 
3,811.4 3,194.2 

3.78% 3. 65% 
110.7 111.1 
1 OS. 0 107.0 

See the "Analysls of Credlt Loss :Reserves Actlvlty" on pages 31 and 32 for 
addltlonal lnformatlon regardlng cur owned basls and managed basls loss 
reserves. 

Geographlc Concentratlons The state of Callfornla accounts for 15 percent of 
our managed domestlc consumer portfollo and lS the only state wlth more than 10 

1,757.0 
3.36% 

101.1 
87.5 

1999 

<C> 
2,666.6 

3.72% 
98.2 

100.1 

<C> 
1,734.2 

3. 92% 
112.6 
100.3 

1998 

<C> 
2,548.1 

3. 99% 
94.4 

109.5 
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<C> 
1,642.1 

4. 25% 
126.7 
113.2 

1997 

<C> 
2,523.0 

3.99% 
109.8 
115.5 
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percent of thls portfollo. Because of our centrallzed underwrltlng collectlons 
and processlng functlons, we can qulckly change our credlt standards and 
lntenslfy collectlon efforts ln s~eclflc locatlons. We belleve thls lowers rlsks 
resultlng from such geographlc concentratlons. 

consumer operatlons lccated ln the Unlted Klngdom and Canada 
6 percent and 1 percent, respectlvely, of managed consumer 

recelvables at December 31, 2001. 

<PAGE> 

Owned Nonperformlng Assets 

<TABLE> 
<CAPTION> 

17 

All dollar amounts are stated ln mllllons. 
At December 31 

<S< 
Nonaccrual recelvables 
Accrulng consumer recelvables 90 cr 

more days dellnquent 
Renegotlated commerclal loans 

Total nonperformlng recelvables 
Real estate owned 

Total nonperformlng assets 

</TABLE< 

2001 

<C< 
2,079.5 

844.1 
2.1 

2,925.7 
398.9 

$ 3,324.6 

2000 

<C< 
1,678.7 

649.4 
12.3 

2,340.4 
337.1 

$ 2,677.5 

1999 

<C< 
1,444.6 

550.4 
12.3 

2,007.3 
271.5 

$ 2,278.8 

The lncrease ln nonaccrual recelvables lS attrlbutable to lncreases ln our real 
estate secured, auto flnance and ~ersonal non-credlt card portfollos. Accrulng 
recelvables 90 or more days dellnquent lncludes MasterCard and Vlsa and prlvate 
lAhPl rrPrllt rPrPlVAhlPR, rnnRlRtPnt w1th 1nrl11Rtry prArtlrP. ThP 1nrrPARP 
ln total nonperformlng assets lS conslstent wlth and attrlbutable to growth ln 
our owned portfollo. 

Llquldlty and Capltal Resources 

Our subsldlarles use cash to orlglnate loans, purchase loans or lnvestment 
securltles and acqulre buslnesses. Thelr sources of cash lnclude the collectlon 
of recelvable balances; maturltles or sales of lnvestment securltles; proceeds 
from the lssuance of debt and depcslts and from the securltlzatlon of consumer 
recelvables; and cash provlded by operatlons. 

The followlng table summarlzes our contractual cash obllgatlons by perlod due: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2001 

<S< 
Long-term debt: 

Tlme certlflcates of deposlt 
Senlor and senlor subordlnated 

Debt 

Total long-term debt 

Operatlng leases: 
Mlnlmum rental payments 
Mlnlmum sublease lncome 

Total operatlng leases 

Other Long-Term Obllgatlons: 
Company obllgated mandatorlly 

redeemable preferred securltles 
of subsldlary trust 

Total Contractual Obllgatlons 

</TABLE< 

2002 

<C< 

$ 2,025.5 

10,492.5 

12,518.0 

15 0. 9 
(21. 41 

129.5 

$12,647.5 

2003 

<C< 

1,307.3 

9,980.0 

11,287.3 

128. 6 
(21. 61 

107.0 

$11,394.3 

2004 

<C< 

$1,528.2 

5,800.9 

7,329.1 

110.7 
122. o I 

88.7 

$7,417.8 

2005 

<C< 

837.3 

5,970.0 

6,807.3 

92.8 
122.3 I 

70.5 

$6,877.8 

We also enter lnto commltments to meet the flnanclng needs of our customers. In 
most cases, we have the ablllty tc reduce or ellmlnate these open llnes of 
credlt. As a result, the amounts telow do not necessarlly represent future cash 
requlrements: 

<TABLE> 
<CAPTION> 
In bllllons. 
At December 31 

<S< 
MasterCard and Vlsa and prlvate label credlt cards 
Other consumer llnes of credlt 

Open llnes of credlt 

2001 

<C< 
99.4 

4.7 

$ 104.1 

2006 

<C< 

208.1 

6,652.0 

6,860.1 

82.6 
122.2 I 

60.4 

$6,920.5 

Thereafter 

<C< 

410.3 

17,928.2 

18,338.5 

330.0 
(77. 71 

252.3 

975.0 

$19,565.8 
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Total 

<C< 

$ 6,316.7 

56,823.6 

63,140.3 

895. 6 
I 187.2 I 

708.4 

975.0 

$64,823.7 
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</TABLE< 

At December 31, 2001, our mortgage servlces buslness had commltments wlth 
numerous correspondents to purchase up to $1.1 bllllon of real estate secured 
recelvables, subJect to based on underwrltlng guldellnes speclfled 
by our mortgage servlces buslness. commltments have terms of up to one 
year and can be renewed upon mutual agreement. 
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In managlng capltal, we develop targets for the ratlo of equlty to managed 
assets based on dlscusslons wlth ratlng agencles, revlews of regulatory 
requlrements and competltor capltal posltlons, credlt loss reserve strength, 
rlsks lnherent ln the portfollo and proJected operatlng envlronment, and 
acqulsltlon obJectlves. We also s~eclflcally conslder the level of lntanglbles 
arlslng from completed acqulsltlons. A prlmary obJectlve of our capltal 
management lS to malntaln lnvestment grade ratlngs from ratlng agencles ln order 
to have acceptable fundlng costs as well as greater access to a varlety of 
fundlng sources. Targets lnclude capltal levels agalnst both owned and managed 
assets. Our targets may change frcm tlme to tlme to accommodate changes ln the 
operatlng envlronment or any of the other conslderatlons llsted above. 

Consolldated capltal ratlos at year end 2001 and 2000 were conslstent wlth our 
targets. Those ratlos, as well as our 2002 target for tanglble shareholders' 
equlty to tanglble managed assets, are as follows: 

<TABLE> 
<CAPTION> 

At December 31 

<S< 
Tanglble shareholders' equlty to tanglble managed assets 
Total shareholders' equlty as a ~ercent of owned assets 
TotAl shArPhol rlPrs' PCJlll ty 

(1) Excludlng the lmpact of FAS Nc. 133. 
</TABLE< 

2001 

<C< 
7.87% 

11.56(1) 
g .17 I 1 I 

Parent Company Household Internatlonal, Inc. lS the holdlng or parent company 
that owns the outstandlng stock of lts subsldlarles. The parent company's maln 
source of funds lS cash recelved from lts subsldlarles ln the form of dlvldends 
and lntercompany borrowlngs. The ~arent company recelved dlvldends from lts 
subsldlarles of $673 mllllon ln 2001 and $648 mllllon ln 2000. Dlvldends from 
subsldlarles are managed to ensure subsldlarles are adequately capltallzed. In 
addltlon, the parent company recelves cash from thlrd partles by lSSUlng debt, 
preferred stock and common stock. 

At December 31, 2001, the parent company had $400 mllllon ln commltted back-up 
llnes of credlt that lt can use on short notlce. These llnes are avallable 
elther to the parent company or lts subsldlary, Household Flnance Corporatlon 
("HFC"). None of these back-up llnes were drawn upon ln 2001. These llnes of 
credlt explre ln 2003 and do not contaln flnanclal materlal adverse change 
clauses that could restrlct avallablllty. The only flnanclal covenant contalned 
ln the terms of the parent company's credlt agreements lS the malntenance of 
mlnlmum shareholders' equlty of $2.0 bllllon. 

The parent company has a number of obllgatlons to meet wlth lts avallable cash. 
It must be able to servlce lts deLt and meet the capltal needs of lts 
subsldlarles. It also must pay dlvldends on lts preferred stock and may pay 
dlvldends to lts common stockholders. The parent company pald $406.6 mllllon ln 
common and preferred dlvldends to shareholders ln 2001 and $358.9 mllllon ln 
2000. The parent company antlclpates lts common stock dlvldend payout ratlo ln 
2002 to be comparable to prlor years. 

At varlous tlmes, the parent company Wlll make capltal contrlbutlons to lts 
subsldlarles to comply wlth regulatory guldance, support recelvable growth, 
malntaln acceptable lnvestment grade ratlngs at the subsldlary level, or provlde 
fundlng for long-term facllltles and technology lmprovements. In 2001, the 
parent company made capltal contrlbutlons of $50 mllllon to subsldlarles, 
compared to $550 mllllon ln 2000. The prlmary reasons for the larger 
contrlbutlon ln 2000 were to suppcrt recelvable growth and malntaln acceptable 
lnvestment grade ratlngs. We expect our subsldlarles Wlll contlnue to need 
addltlonal capltal contrlbutlons ln 2002. We antlclpate that these amounts Wlll 
exceed the amounts contrlbuted ln prlor years. We have been advlsed by the 
Offlce of Thrlft Supervlslon ("OTS"), Offlce of the Comptroller of the Currency 
("OCC") and the Federal Deposl t Insurance Corporatlon ("FDIC") that ln 
accordance wlth thelr 2001 Guldance for Subprlme Lendlng Programs, they Wlll 
lmpose addltlonal capltal requlrements on lnstltutlons whlch hold nonprlme or 
subprlme assets whlch we expect Wlll be greater than the hlstorlcal levels we 
have malntalned at these subsldlary lnstltutlons. We do not belleve the 
addltlonal capltal needs of any subsldlary Wlll have a materlal adverse lmpact 
on our flnanclal posltlon or our Luslness operatlons. 
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In August 2001, the parent company lssued zero-coupon convertlble debt 
securltles. The convertlble debt securltles are due 2021, have a 1 percent yleld 
to maturlty and have a prlnclpal amount at maturlty of approxlmately $1.2 
bllllon. We must pay contlngent lnterest on the securltles beglnnlng ln 2006 lf 

2000 

<C< 
7.41% 

11.46 
g. 07 

2002 Targets 

<C< 
8.00-8.25% 
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our common stock prlce reaches certaln levels. The holders of the securltles 
have the rlght to requlre us to repurchase the securltles on varlous dates 
beglnnlng ln August 2002 and endlng ln August 2016 or lf certaln "fundamental 
changes" as descrlbed ln the prosr=:ectus supplement occur. "Fundamental changes" 
lnclude, among other thlngs, an exchange offer, llquldatlon, merger and 
recapltallzatlon. The holders of the securltles may convert each $1,000 of 
securltles, subJect to adJustment, lnto 9.022 shares of Household common stock 
lf our stock prlce reaches $99.87 for 20 tradlng days ln a consecutlve 30 
tradlng day perlod. We may redeem the securltles, ln whole or ln part, at any 
tlme after August 1, 2006. 

In September 2001, the parent comr=:any lssued $300 mllllon of 7.50 percent 
cumulatlve preferred stock. In addltlon, we lssued company obllgated mandatorlly 
redeemable preferred securltles (representlng the mlnorlty lnterest ln the 
trust) (''trust preferred securltles'') of $400 mllllon ln 2001 and $300 mllllon 
ln 2000. In December 2001, $100 mllllon of 8.70 percent trust preferred 
securltles were redeemed. 

Durlng 2001, we repurchased 17.4 mllllon shares of our common stock for a total 
of $916.3 mllllon. Durlng 2000, 5.4 mllllon shares were repurchased for a total 
of $209.3 mllllon. On May 9, 2001, we announced a new common stock repurchase 
program. Thls new program enables us to repurchase up to an addltlonal $2 
bllllon of our outstandlng common shares. Thls new program went lnto effect on 
January 1, 2002 and replaced the $2 bllllon stock repurchase program whlch 
explred on December 31, 2001. Pursuant to these programs, repurchases are made 
from tlme to tlme ln the open market dependlng upon market condltlons, other 
lnvestment opportunltles for growth and capltal targets. 

At December 31, 2001, we had agreements to purchase, on a forward basls, 
approxlmately 6.5 mllllon shares cf our common stock at a welghted-average 
forward prlce of $59.14 per share. The agreements have terms of up to one year. 
These agreements may be settled elther physlcally or on a net basls ln shares of 
our common stock, at our optlon. 

Subsldlarles We have three maJor subsldlarles: HFC, Household Bank, f.s.b. 
("the Bank"), and Household Global Fundlng ("Global"). These subsldlarles use 
cash to orlglnate loans, purchase loans or lnvestment securltles or acqulre 
hllslnPssPs. ThPlr solJrrPs of rAsh lnrlllrlP thP rollPrtlon of rPrPlVAhlP hAlAnrPs, 

maturltles or sales of lnvestment securltles, proceeds from the lssuance of debt 
and deposlts and from the securltlzatlon of recelvables, capltal contrlbutlons 
from the parent company, and cash provlded by operatlons. 

HFC HFC funds lts operatlons by ccllectlng recelvable balances; lSSUlng 
commerclal paper, medlum-term debt, and long-term debt prlmarlly to wholesale 
lnvestors; securltlzlng consumer recelvables; and recelvlng capltal 
contrlbutlons from lts parent. 

HFC domestlcally markets lts commerclal paper prlmarlly through an ln-house 
sales force. HFC's outstandlng commerclal paper totaled $8.8 bllllon at December 
31, 2001 and $8.7 bllllon at December 31, 2000. HFC actlvely manages the level 
of commerclal paper outstandlng tc ensure avallablllty to core lnvestors and 
proper use of any excess capaclty wlthln lnternally-establlshed targets. 

HFC markets domestlc medlum-term notes through lnvestment banks and lts ln-house 
sales force. A total of $8.0 bllllon of domestlc medlum-term notes were lssued 
ln 2001, lncludlng $788 mllllon of InterNotesSM, a retall-orlented medlum-term 
note program. In 2000, $9.9 bllllcn of domestlc medlum-term notes were lssued. 
Durlng 2001, HFC also lssued $7.0 bllllon of U.S. dollar, global long-term debt 
wlth a welghted-average maturlty of 8.14 years. Long-term debt 
lssuances ln 2000 totaled .8 bllllon and had a welghted-average orlglnal 
maturlty of 6.98 years. These long-term lssuances lengthened the term of HFC's 
fundlng, reduced rellance on commerclal paper and securltlzatlons, and preserved 
llqUldlty. 
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We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore the recelvables 
and the related debt remaln on our balance sheet. At December 31, 2001, 
closed-end real estate secured recelvables totallng $1.7 bllllon secured $1.5 
bllllon of outstandlng debt related to these transactlons. At December 31, 2000, 
closed-end real estate secured recelvables totallng $.4 bllllon secured $.4 
bllllon of outstandlng debt. 

To obtaln a broader lnvestment base, HFC perlodlcally lssues debt ln forelgn 
markets. Durlng 2001, $2.0 bllllon ln notes were lssued ln these forelgn 
markets, lncludlng Euro, Japanese yen and Australlan dollar denomlnated 
lssuances, compared to $2.1 bllllcn ln 2000. In order to ellmlnate future 
forelgn exchange rlsk, currency swaps were used to convert the notes to U.S. 
dollars at the tlme of lssuance. 

HFC had commltted back-up llnes of credlt totallng $10.1 bllllon at December 31, 
2001, of whlch $400 mllllon was also avallable to lts parent company. None of 
these back-up llnes were drawn upon ln 2001. In addltlon, none of these llnes 
contalned a flnanclal materlal adverse change clause whlch could restrlct 
avallablllty. HFC's back-up llnes explre on varlous dates through 2005. The most 
restrlctlve flnanclal covenant contalned ln the terms of HFC's credlt agreements 

the malntenance of shareholder's equlty of $3.6 bllllon. 

At December 31, 2001, HFC had facllltles wlth commerclal and lnvestment banks 
under whlch lt may securltlze up to $12.6 bllllon of recelvables. The condult 
facllltles are renewable on an annual basls at the banks' optlon. At December 
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31, 2001, $10.3 bllllon of recelvables were securltlzed under these programs. 
The amount avallable under the facllltles Wlll vary based on the tlmlng and 
volume of publlc securltlzatlon transactlons. We expect to slgnlflcantly 
lncrease the amounts avallable under these condult programs ln 2002 to protect 
our ablllty to operate efflclently ln a cautlonary capltal market. Through 
exlstlng bank llnes, condult facllltles and new debt lssuances, we belleve we 
would contlnue to have more than adequate sources of funds lf one or more of 
these facllltles were unable to be renewed. 

The Bank The Bank funds lts operatlons through collectlon of recelvable 
balances, contrlbutlons of capltal and varlous wholesale fundlng sources 
lncludlng federal funds borrowlngs and bank notes. The Bank has also used retall 
certlflcates of deposlt, domestlc and Euro medlum-term notes and underwrltten 
senlor debt. Addltlonally, the Bank has hlstorlcally funded the RAL program 
under lts agreement wlth HFC. 

Durlng 2001, the Bank began selllng bank notes through an ln-house sales force. 
Bank notes outstandlng at year-end were $831 mllllon. The Bank also lssued $115 
mllllon ln retall certlflcates of deposlt ln 2001 and $3.2 bllllon ln 2000. The 
Bank's outstandlng deposlts totaled $6.8 bllllon at December 31, 2001 and $7.4 
bllllon at December 31, 2000. 

The Bank lS subJect to the capltal adequacy guldellnes adopted by the OTS and lS 
well capltallzed. Although we have utlllzed the Bank ln the past as a means of 
provldlng deposlt fundlng to suppcrt our operatlons, due to recent regulatory 
requlrements for addltlonal capltal to support nonprlme and subprlme lendlng 
actlvltles, lt lS doubtful that such sources Wlll be actlvely utlllzed ln the 
near term. We have been advlsed by the OTS, OCC and the FDIC that ln accordance 
wlth thelr 2001 Guldance for Subprlme Lendlng Programs, they Wlll lmpose 
addltlonal capltal requlrements on lnstltutlons whlch hold nonprlme or subprlme 
assets whlch we expect Wlll be greater than the hlstorlcal levels we have 
malntalned at these subsldlary lnstltutlons. We have agreed wlth the OTS to 
malntaln the regulatory capltal of the Bank at these levels. We expect to reduce 
the slze of the Bank to better manage the capltal requlrements for the Bank. We 
do not expect that any of these actlons Wlll have a materlal adverse effect on 
our operatlons, our ablllty to tlmely fund our operatlons, or Wlll materlally 
lncrease the costs assoclated wlth our fundlng. 

Global Global lncludes our forelgn subsldlarles ln the Unlted Klngdom and 
Canada. Global's assets were $7.3 bllllon at year-end 2001 and $7.8 bllllon at 
year-end 2000. Consolldated shareholders' equlty lncludes the effect of 
translatlng our forelgn subsldlarles' assets, llabllltles and operatlng results 
from thelr local currency lnto U.S. dollars. We perlodlcally enter lnto forelgn 
exchange contracts to hedge portlcns of our lnvestment ln forelgn subsldlarles. 
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Each forelgn subsldlary conducts lts operatlons uslng lts local currency. Whlle 
each forelgn subsldlary usually bcrrows funds ln lts local currency, both our 
Unlted Klngdom and Canadlan subsldlarles have borrowed funds dlrectly ln the 
Unlted States capltal markets. Thls allowed the subsldlarles to achleve a lower 
cost of funds than that avallable at that tlme ln thelr local markets. These 
borrowlngs were converted from U.S. dollars to thelr local currencles uslng 
currency swaps at the tlme of lssuance. Net reallzed galns and losses ln forelgn 
currency swap transactlons were net materlal to our results of operatlons or 
flnanclal posltlon ln any of the years presented. 

Our Unlted Klngdom operatlon lS funded wlth wholesale deposlts, short and 
lntermedlate-term bank llnes of credlt, long-term debt and securltlzatlons of 
recelvables. Deposlts were $490.7 mllllon at December 31, 2001 and $1.7 bllllon 
at December 31, 2000. Short-term borrowlngs at year-end 2001 were $717.4 mllllon 
compared to $722.3 mllllon a year ago. Long-term debt at year-end 2001 was $2.8 
bllllon compared to $2.4 bllllon a year earller. 

At December 31, 2001, $2.1 bllllon of the Unlted Klngdom's total debt was 
guaranteed by the parent company and $1.9 bllllon was guaranteed by HFC. HFC 
recelves a fee for provldlng the guarantee. Commltted back-up llnes of credlt 
for the Unlted Klngdom were approxlmately $3.1 bllllon at December 31, 2001 of 
whlch $.8 bllllon was used. These llnes have varylng maturltles through 2007. 

At December 31, 2001, the UK had facllltles wlth commerclal banks under whlch lt 
may securltlze up to $.3 bllllon cf recelvables. The condult facllltles are 
renewable on an annual basls at the banks' optlon. At December 31, 2001, $.3 
bllllon of recelvables were securltlzed under these programs. The amount 
avallable under the facllltles Wlll vary based on the tlmlng and volume of 
publlc securltlzatlon transactlons. Through exlstlng bank llnes and new debt 
lssuances, we belleve we would contlnue to have more than adequate sources of 
funds lf one or more of these facllltles were unable to be renewed. 

Our Canadlan operatlon lS funded ~lth commerclal paper, lntermedlate debt and 
long-term debt. Intermedlate and long-term debt totaled $851.1 mllllon at 
year-end 2001 compared to $749.2 mllllon a year ago. Commltted back-up llnes of 
credlt for Canada were approxlmately $436 mllllon at December 31, 2001. None of 
these back-up llnes were used ln 2001. At December 31, 2001, approxlmately $35 
mllllon of the Canadlan subsldlary's total debt was guaranteed by the parent 
company and $1.2 bllllon was guaranteed by HFC. Both the parent company and HFC 

a fee for provldlng the guarantees. 

Investment Ratlngs As a flnanclal servlces organlzatlon, we must have access to 
funds at competltlve rates, terms and condltlons to be successful. At December 
31, 2001, the long-term debt of the parent company, HFC, Beneflclal and our 
Canadlan and U.K. subsldlarles and the preferred stock of the parent company 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 13 .txt 

Page 18 of 64 

12/9/2008 

HHT 0015804 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 150 of 209 PageID #:80496



have been asslgned lnvestment grade ratlngs by all natlonally recognlzed 
statlstlcal ratlng organlzatlons that rate such lnstruments. These organlzatlons 
have also rated the commerclal pa~er of HFC ln thelr hlghest ratlng category. 
Although one natlonally recognlzed statlstlcal ratlng organlzatlon recently 
downgraded the long-term debt of HFC to the correspondlng levels of the other 

we belleve thls downgrade Wlll not have any 
to fund our operatlons. Wlth our back-up llnes 

securltlzatlon programs, we belleve we have sufflclent fundlng capaclty to 
reflnance maturlng debts and fund our growth. 

Capltal Expendltures We made capltal expendltures of $175 mllllon ln 2001 and 
$174 mllllon ln 2000. 
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Asset Securltlzatlons 

From tlme to tlme, we securltlze consumer recelvables. In a securltlzatlon, a 
deslgnated pool of recelvables lS removed from the balance sheet and transferred 
to an unafflllated trust that lS a quallfylng speclal purpose entlty ("QSPE") 
under Statement of Flnanclal Accountlng Standards No. 125 and/or 140, as 
appllcable. The QSPE funds lts recelvable purchase through the lssuance of 
securltles to lnvestors, entltllng them to recelve speclfled cash flows durlng 
the llfe of the securltles. The securltles are collaterallzed by the underlylng 
recelvables transferred to the QSFE. Under the terms of the securltlzatlons, 
recelve annual servlclng fees on the outstandlng balance of the securltlzed 
recelvables and the rlghts to future resldual cash flows arlslng after the 
lnvestors recelve thelr contractual return. These rlghts to further resldual 
cash flows are recorded on our balance sheet as lnterest-only strlp recelvables, 
net of our recourse obllgatlon to lnvestors for fallure of debtors to pay. Our 
recourse lS llmlted to our rlghts to future cash flows and any subordlnated 
lnterests that we may retaln. 

Securltlzatlons and secured flnanclngs of consumer recelvables have been, and 
Wlll rontlnllP to hP, A SOllrrP of llCJlllrilty for llS. \A7P hPllPVP thP mArkPt for 

securltles lssued by an lnvestment grade lssuer and backed by recelvables lS a 
rellable and cost-effectlve source of funds. Securltlzatlons represented 22 
percent of the fundlng assoclated wlth our managed portfollo at December 31, 
2001, compared to 24 percent at December 31, 2000 and 28 percent at December 31, 
1999. 

The followlng table summarlzes the composltlon of recelvables securltlzed 
(excludlng replenlshments of certlflcateholder lnterests) durlng the year: 

<TABLE> 
<CAPTION> 

In bllllons. 

<S< 
MasterCard/Vlsa 
Auto flnance 
Prlvate label 
Personal non-credlt 

Total 

</TABLE< 

2001 2000 

<C< <C< 
$.3 $2. 0 
2.6 1.9 

. 5 . 5 
card 2 .1 2.6 

$5.5 7.0 

1999 

<C< 
$1.8 
1.4 

. 5 
1.5 

$5.2 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and due to the revolvlng nature of the underlylng recelvables requlre the 
sale of new recelvables lnto the trust to replace recelvable runoff. These 
replenlshments totaled $24.7 bllllon ln 2001, $21.0 bllllon ln 2000 and $20.3 
bllllon ln 1999. 

The followlng table summarlzes the expected amortlzatlon of our securltlzatlons 
by type: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2001 

<S< 

2002 

<C< <C> 

295.1 

2003 2004 2005 

<C> <C> 

304.8 217.9 44.0 Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 

1,256.4 1,211.4 712.4 846.4 
4,449.9 1,314.2 1,392.9 

336.5 1,001.8 811.7 
Personal non-credlt card 2,238.0 1,219.9 707.0 

Total 8,575.9 5,052.1 3,841.9 

</TABLE> 

At December 31, 2001, the expected welghted-average remalnlng llfe of these 
transactlons was 1.7 years. 

2,007.1 

247.4 

3,144.9 

We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore, the recelvables 
and the related debt remaln on our balance sheet. Real estate secured 
recelvables lncluded closed-end real estate secured recelvables totallng $1.7 

2006 Thereafter 

<C> <C> 

89.9 

136.6 106.7 

226.5 106.7 
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bllllon at December 31, 2001 and $.4 bllllon at December 31, 2000 whlch secured 
the outstandlng debt related to these transactlons. 
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The securltles lssued wlth our securltlzatlons may payoff sooner than orlglnally 
scheduled lf certaln events occur. For MasterCard and Vlsa, prlvate label, real 
estate secured and personal non-credlt card securltlzatlons, early payoff of the 
securltles beglns lf the annuallzed portfollo yleld drops below a base rate or 
lf certaln other events occur. For certaln auto securltlzatlons, early payoff of 
securltles may occur lf establlshed dellnquency or loss levels are exceeded. We 
do not presently belleve that any early payoff Wlll take place. If early payoff 
occurred, our fundlng requlrements would lncrease. These addltlonal requlrements 
could be met through new securltlzatlons, lssuance of varlous types of debt or 
borrowlngs under exlstlng back-up llnes of credlt. We belleve we would contlnue 
to have more than adequate sources of funds lf an early payoff event occurred. 

At December 31, 2001, HFC and the U.K. had facllltles wlth commerclal and 
lnvestment banks under whlch they may securltlze up to $12.9 bllllon of 
recelvables. The facllltles are renewable on an annual basls at the banks' 
optlon. At December 31, 2001, $10.6 bllllon of recelvables were securltlzed 
under these programs. The amount avallable under the facllltles Wlll vary based 
on the tlmlng and volume of publlc securltlzatlon transactlons. Through exlstlng 
bank llnes and new debt lssuances, we belleve we would contlnue to have more 
than adequate sources of funds lf one or more of these facllltles were unable to 
be renewed. 

Rlsk Management 

We have a comprehenslve program tc address potentlal flnanclal rlsks, such as 
llquldlty, lnterest rate, currency and credlt rlsk. The Flnance Commlttee of the 
Board of Dlrectors sets acceptable llmlts for each of these rlsks annually and 
revlews the llmlts seml-annually. We malntaln an overall rlsk management 
strategy that uses a varlety of lnterest rate and currency derlvatlve flnanclal 
l nstrllmPnts to ml tl gAtP ollr PxposllrP to fllJrhJAtl ons rAllSPrl hy rhAnCJPS l n 

lnterest rates and currency exchange rates. We manage our exposure to lnterest 
rate rlsk prlmarlly through the use of lnterest rate swaps, but also use 
forwards, futures, optlons, and other rlsk management lnstruments. We manage 
exposure to currency rlsk prlmarlly through the use of currency swaps. We do not 
speculate on lnterest rate or forelgn currency market exposure and we do not 
exotlc or leveraged derlvatlve flnanclal lnstruments. 

Because we are predomlnantly capltal markets funded, our ablllty to ensure 
contlnuous access to these markets and malntaln a dlverslfled fundlng base 
lmportant ln meetlng our fundlng needs. We have never experlenced fundlng 
dlfflcultles. Over the past two years, we have worked wlth a number of 
lnvestment banks to ldentlfy and lmplement the strateglc lnltlatlves requlred to 
enhance future market access. Our ablllty to lssue debt at competltlve prlces lS 
lnfluenced by ratlng agencles' Vlews of our credlt quallty, llquldlty, capltal 
and earnlngs. As a result, we malntaln close worklng relatlonshlps wlth each 
ratlng agency to secure the hlghest posslble ratlng on our debt and asset backed 
securltles. Addltlonally, access to capltal markets lS dependent upon a 
well-lnformed lnvestor base. We malntaln a comprehenslve, dlrect marketlng 
program to ensure our lnvestors recelve conslstent and tlmely lnformatlon 
regardlng our flnanclal performance. The ablllty to fund our operatlons, 
however, can be lnfluenced by factors outslde of our control such as the events 
of September 11, 2001 and the Russlan flnanclal crlsls that occurred ln the fall 
of 1998. In both of these sltuatlcns, we adJusted our debt lssuance plans as the 
debt markets changed and readlly achleved our fundlng goals. Our contlngency 
fundlng plans contemplate short and long-term market lnterruptlons resultlng 
from both general market events and Household speclflc events. Any shortfalls 
created by these lnterruptlons could be through access to alternatlve 
sources of secured fundlng, asset sales reductlons ln recelvable growth 
rates. We currently are not aware of any trends or events that Wlll result ln 
that are reasonably llkely to result materlal change ln our llquldlty. 
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Interest rate rlsk lS deflned as the lmpact of changes ln market lnterest rates 
on our earnlngs. We use slmulatlon models to measure the lmpact of changes ln 
lnterest rates on net lnterest margln. The key assumptlons used ln these models 
lnclude expected loan payoff rates, loan volumes and prlclng, cash flows from 
derlvatlve flnanclal lnstruments and changes ln market condltlons. These 
assumptlons are based on our best estlmates of actual condltlons. The models 
cannot preclsely predlct the actual lmpact of changes ln lnterest rates on our 
earnlngs because these assumptlons are hlghly uncertaln. We valldate the 
accuracy of our models by comparlng actual results to those prevlously predlcted 
by the model. At December 31, 2001, our lnterest rate rlsk levels were 
substantlally below those allowed by our exlstlng pollcy. 

We estlmate that our after-tax earnlngs would decllne by about $77 mllllon at 
December 31, 2001 and $81 mllllon at December 31, 2000 followlng a gradual 200 
basls polnt lncrease ln lnterest rates over a twelve month perlod and would 
lncrease by about $72 mllllon at December 31, 2001 and $78 mllllon at December 
31, 2000 followlng a gradual 200 Lasls polnt decrease ln lnterest rates. These 
estlmates lnclude the lmpact of the derlvatlve posltlons we have entered lnto. 
As a result, the decllne ln our earnlngs followlng a gradual 200 basls polnt 
lncrease would be hlgher had those derlvatlve posltlons not been entered lnto. 
These estlmates also assume we would not take any correctlve actlon to lessen 
the lmpact and, therefore, exceed what most llkely would occur lf rates were to 
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change. 

We generally fund our assets wlth llabllltles that have slmllar lnterest rate 
features. Thls lnltlally reduces lnterest rate rlsk. Over tlme, however, 
customer demand for our recelvable products shlfts between flxed rate and 

based on market condltlons and shlfts 
fundlng strategles and produce 

exposures. We use derlvatlve flnanclal lnstruments, prlnclpally swaps, to manage 
these exposures, as well as our llquldlty posltlon. Generally, we use 
derlvatlves that are elther effectlve hedges, of whlch 92 percent quallfy for 
the short-cut method of accountlng under FAS No. 133, or are short-term (less 
than one year) economlc hedges whlch offset the economlc rlsk lnherent ln our 
balance sheet. As a result, we do not belleve that uslng these derlvatlves Wlll 
result ln a materlal mark-to-market lncome adJustment ln any perlod. 

The prlmary exposure on our lnterest rate swap portfollo lS credlt rlsk. Credlt 
rlsk lS the rlsk that the counter~arty to a transactlon falls to perform 
accordlng to the terms of the contract. We control the credlt (or repayment) 
rlsk ln derlvatlve lnstruments through establlshed credlt approvals, rlsk 
control llmlts and ongolng monltorlng procedures. Counterparty llmlts have been 
set and are closely monltored as ~art of the overall rlsk management process. 
These llmlts ensure that we do not have slgnlflcant exposure to any lndlvldual 
counterparty. Based on peak exposure at December 31, 2001, substantlally all of 
our derlvatlve counterpartles were rated AA- or better. Certaln swap agreements 
requlre that payments be made to, or recelved from, the counterparty when the 
falr value of the agreement reaches a certaln level. We have never suffered a 
loss due to counterparty fallure. 

We also use lnterest rate futures, lnterest rate forwards and purchased optlons 
to reduce lnterest rate rlsk. We use these lnstruments to hedge lnterest rate 
changes on our varlable rate assets and llabllltles. For example, short-term 
borrowlngs expose us to lnterest rate rlsk because the lnterest rate we must pay 
to others may change faster than the rate we recelve from borrowers on the 
assets our borrowlngs are fundlng. Futures, forwards and optlons are used to flx 
our lnterest cost on these borrowlngs at a deslred rate and are held untll the 
lnterest rate on the varlable rate asset or llablllty changes. We then 
termlnate, or close out, the derlvatlve flnanclal lnstrument. These termlnatlons 
ArP nPCCPSSAry hPrc=JllSP thP ric=JtP th.=o lntPrPst rc=JtP rhAnCJPS lS llSllAlly not thP !"lAmP 

as the explratlon date of the derlvatlve contracts. 
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Forelgn currency exchange rlsk refers to the potentlal changes ln current and 
future earnlngs or capltal arlslng from movements ln forelgn exchange rates. We 
enter lnto forelgn exchange rate forward contracts and currency swaps to 
mlnlmlze currency rlsk assoclated wlth changes ln the value of 
forelgn-denomlnated assets or llabllltles. Currency swaps convert prlnclpal and 
lnterest payments on debt lssued from one currency to another. For example, 
may lssue Euro-denomlnated debt and then execute a currency swap to convert the 
obllgatlon to U.S. dollars. We also have forelgn subsldlarles located ln the 
Unlted Klngdom and Canada. Our forelgn currency exchange rlsk on these 
lnvestments lS llmlted to the unhedged portlon of the net lnvestment ln our 
forelgn subsldlarles. We perlodlcally enter lnto forelgn exchange contracts to 
hedge portlons of our lnvestments ln forelgn subsldlarles. At December 31, 2001, 
we estlmate we would experlence a decrease ln common shareholders' equlty, net 
of tax, of approxlmately $45.7 mllllon compared to a decrease of approxlmately 
$56.8 mllllon, net of tax, at December 31, 2000 as a result of a 10 percent 
depreclatlon ln our unhedged capltal exposure ln forelgn subsldlarles to the 
U.S. dollar posltlon. Addltlonally, we belleve that the potentlal loss ln net 
lncome assoclated wlth a 10 percent adverse change ln the Brltlsh pound/U.S. 
dollar or Canadlan dollar/U.S. dollar exchange rate would not be materlal to us. 

See Note 10 to the accompanylng ccnsolldated flnanclal statements, "Derlvatlve 
Flnanclal Instruments and Concentratlons of Credlt Rlsk," for addltlonal 
lnformatlon related to lnterest rate rlsk management and Note 14, "Falr Value of 
Flnanclal Instruments," for lnformatlon regardlng the falr value of certaln 
flnanclal lnstruments. 
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Household Internatlonal, Inc. 
Glossary of Terms 
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Acqulred Intanglbles and Goodwlll - Intanglble assets represent the market value 
premlum attrlbutable to our credlt card accounts ln excess of the aggregate 
outstandlng managed credlt card leans acqulred. Goodwlll represents the purchase 
prlce over the falr value of ldentlflable assets acqulred less llabllltles 
assumed from buslness comblnatlons. 

Afflnlty Credlt Card - A MasterCard or Vlsa account JOlntly sponsored by the 
of the card and an organlzatlon whose members share a common lnterest 

(e.g., the AFL-CIO Unlon Plus (UP) Credlt Card Program). 

Auto Flnance Loans - Closed-end loans secured by a flrst llen on a vehlcle. 

Co-Branded Credlt Card - A MasterCard or Vlsa account that lS JOlntly sponsored 
by the lssuer of the card and another corporatlon (e.g., the GM Card(R)). The 
account holder typlcally recelves some form of added beneflt for uslng the card. 

Common Dlvldend Payout Ratlo - Dlvldends declared per common share dlvlded by 
net lncome per share. 
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Consumer Net Charge-off Ratlo - Net charge-offs of consumer recelvables dlvlded 
by average consumer recelvables outstandlng. 

Contractual Dellnquency - A method of determlnlng aglng of past due accounts 
based on the status of payments under the loan. 

Efflclency Ratlo - Ratlo of operatlng expenses to net lnterest margln and other 
revenues less pollcyholders' beneflts. 

Fee Income - Income assoclated wlth lnterchange on credlt cards and late and 
other fees from the orlglnatlon or acqulsltlon of loans. 

Forelgn Exchange Contract - A contract used to mlnlmlze our exposure to changes 
ln forelgn currency exchange rates. 

Futures Contract - An exchange-traded contract to buy or sell a stated amount of 
a flnanclal lnstrument or lndex at a speclfled future date and prlce. 

Interchange Fees - Fees recelved for processlng a credlt card transactlon 
through the MasterCard or Vlsa network. 

Interest-only Strlp Recelvables - Represent our contractual rlght to recelve 
lnterest and other cash flows from our securltlzatlon trusts after the lnvestors 
recelve thelr contractual return. 

Interest Rate Swap - Contract between two partles to exchange lnterest payments 
on a stated prlnclpal amount (notlonal prlnclpal) for a speclfled perlod. 
Typlcally, one party makes flxed rate payments, whlle the other party makes 
payments uslng a varlable rate. 

LIBOR - London Interbank Offered Rate. A wldely quoted market rate whlch lS 
frequently the lndex used to determlne the rate at whlch we borrow funds. 

Llquldlty -A measure of how qulckly we can convert assets to cash 
addltlonal cash by lSSUlng debt. 

MAnAgPrl RAsls- MPthorl of rPportlng whPrPhy nPt lntPrPst mArgln, othPr 
and credlt losses on securltlzed recelvables are reported as lf those 
recelvables were stlll held on our balance sheet. 

Managed Recelvables - The sum of recelvables on our balance sheet and those that 
we servlce for lnvestors as part cf our asset securltlzatlon program. 

MasterCard and Vlsa Recelvables - Recelvables generated through customer usage 
of MasterCard and Vlsa credlt cards. 

Net Interest Margln - Interest lncome from recelvables and nonlnsurance 
lnvestment securltles reduced by lnterest expense. 

Nonaccrual Loans - Loans on whlch we no longer accrue lnterest because ultlmate 
collectlon lS unllkely. 

Nonprlme Accounts - Accounts held by lndlvlduals who have llmlted credlt 
hlstorles, modest lncome, hlgh deLt-to-lncome ratlos or have experlenced credlt 
problems caused by occaslonal dellnquencles, prlor charge-offs or other credlt 
related actlons. These customers generally have hlgher dellnquency and credlt 
loss probabllltles and are charged a hlgher lnterest rate to compensate us for 
the addltlonal rlsk. 
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Optlons - A contract glvlng the ohner the rlght, but not the obllgatlon, to buy 
or sell a speclfled ltem at a flxed prlce for a speclfled perlod. 

Owned Recelvables - Recelvables held on our balance sheet. 

Personal Homeowner Loan ("PHL") -A real estate loan that has been underwrltten 
and prlced as an unsecured loan. These loans are reported as personal non-credlt 
card recelvables. 

Personal Non-Credlt Card Recelvables - Unsecured llnes of credlt or closed-end 
loans made to lndlvlduals. 

Prlvate Label Credlt Card - A llne of credlt made avallable to customers of 
retall merchants evldenced by a credlt card bearlng the merchant's name. 

Products Per Customer - A measurement of the number of products held by an 
lndlvldual customer whose borrowlng relatlonshlp wlth Household lS consldered 
good standlng. Products lnclude all loan and lnsurance products. 

Real Estate Secured Loan - Closed-end loans and revolvlng llnes of credlt 
secured by flrst or second llens en resldentlal real estate. 

Recelvables Servlced wlth Llmlted Recourse - Recelvables we have securltlzed and 
for whlch we have some level of pctentlal loss lf defaults occur. 

Refund Antlclpatlon Loan ("RAL") Program - A cooperatlve program wlth H&R Block 
Tax Servlces, Inc. and certaln of lts franchlses, along wlth other lndependent 
tax preparers, to provlde loans tc customers entltled to tax refunds and who 
electronlcally flle thelr returns wlth the Internal Revenue Servlce. 

Return on Average Common Shareholders' Equlty- Net lncome less dlvldends 
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preferred stock dlvlded by average common shareholders' equlty. 

Return Average Managed Assets -Net lncome dlvlded by average managed assets. 

Return Average Owned Assets -Net lncome dlvlded by average owned assets. 

Rlsk AdJusted Revenue - Managed net lnterest margln plus other revenues less 
managed securltlzatlon revenue and managed net charge-offs dlvlded by average 
managed lnterest-earnlng assets. 

Secured Flnanclng - The process where lnterests ln a dedlcated pool of flnanclal 
assets, such as real estate secured recelvables, are sold to lnvestors. 
Typlcally, the recelvables are transferred to a trust that lssues lnterests that 
are sold to lnvestors. The recelvables and related debt remaln on our balance 
sheet. 

Securltlzatlon - The process where lnterests ln a dedlcated pool of flnanclal 
assets, such as credlt card, auto or personal non-credlt card recelvables, are 
sold to lnvestors. Typlcally, the recelvables are sold to a trust that 
lnterests that are sold to lnvestcrs. The recelvables are then removed from our 
owned basls balance sheet. 

Securltlzatlon Revenue - Includes lncome assoclated wlth the current and prlor 
perlod securltlzatlons and sales cf recelvables wlth llmlted recourse. Such 
lncome lncludes galns on sales, net of our estlmate of probable credlt losses 
under the recourse provlslons, servlclng lncome and excess spread relatlng to 
those recelvables. 

Tanglble Equlty to Tanglble Managed Assets (TETMA) - Tanglble shareholders' 
equlty conslsts of total shareholders' equlty, excludlng unreallzed galns and 
losses on lnvestments and cash flew hedglng lnstruments, less acqulred 
lntanglbles and goodwlll. Tanglble managed assets represents total managed 
assets less acqulred lntanglbles and goodwlll and derlvatlve assets. 

Total Shareholders' Equlty- Includes company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts, preferred stock and common 
shareholders' equlty. 
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Household Internatlonal, Inc. and Subsldlarles 
CREDIT QUALITY STATISTICS - OWNED BASIS 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, unless otherwlse lndlcated. 

<S< <C< 
Owned Two-Month-and-Over Contractual Dellnquency Ratlos 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 

2001 

2.63% 
2.92 
5. 67 
5.99 
9.04 

4.53% 

Ratlo of Owned Net Charge-offs to Average Owned Recelvables for 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Total consumer 
Commerclal 

Total 

card 

Nonaccrual Owned Recelvables 
Domestlc: 

.52% 
4.00 
8.17 
5. 59 
6.81 

3.32 
2.10 

3.31% 

<C> 

the 

2000 

2.58% 
2.46 
4.90 
5. 60 
7.99 

4.26% 

Year 
. 42% 

3.29 
6.55 
5.34 
7. 02 

3.18 
2. 69 

3.18% 

<C> 

1999 

3.10% 
2.02 
3. 59 
6.09 
9.06 

4.82% 

.51% 
3.42 
7.95 
5.60 
6. 50 

3. 67 
.93 

3.63% 

Real estate secured 906.8 685.6 532.5 
Auto flnance 
Prlvate label 
Personal non-credlt 

Forelgn 

Total consumer 
Commerclal and other 

card 

69.2 
38.6 

834. 4 
215.3 

2,064.3 
15.2 

45.5 
47.6 

632. 0 
226.0 

1,636.7 
42.0 

24.9 
58.1 

545.8 
236.7 

1,398.0 
46.6 

<C> 

1998 

3. 95% 
2.90 
5.09 
6.03 
8.24 

5.31% 

.60% 
4.11 
5.90 
5.52 
6.52 

3.76 
. 52 

3.69% 

486.5 
23.3 
29.0 

297. 9 
178.3 

1,015.0 
49.1 

Total $2,079.5 $1,678.7 $1,444.6 $1,064.1 

Accrulng Owned Recelvables 90 or ~ore Days Dellnquent 
Domestlc: 

MasterCard/Vlsa 
Prlvate label 

Forelgn 

Total 

Real Estate Owned 

352.4 
462.2 
29.5 

844.1 

272.0 
355.1 

22.3 

649.4 

140.2 
386.7 
23.5 

550.4 

264.0 
366.6 

21. 8 

652.4 

1997 

<C> 

3. 66% 
1. 48 
3.55 
5.60 
7.55 

4. 87% 

.49% 
2.99 
4.99 
4. 56 
4.88 

3.39 
1. 66 

3.34% 

$378.4 

25. 0 
283.6 
189.1 

876.1 
62. 9 

$939.0 

$148.7 
319. 6 
31.3 

$499.6 
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Domestlc 
Forelgn 

Total 

Renegotlated Commerclal Loans 

</TABLE> 
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Household Internatlonal, Inc. and Subsldlarles 
CREDIT QUALITY STATISTICS--MANAGEL BASIS 

<TABLE> 
All dollar amounts are stated ln mllllons. 
At December 31, unless otherwlse lndlcated. 

394.7 
4.2 

398.9 

2.1 

2001 

333.5 
3.6 

337.1 

12.3 

268.1 
3.4 

271.5 

12.3 

2000 

<S> <C> <C> 
Managed Two-Month-and-Over Contractual Dellnquency Ratlos 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 

2.68% 
3.16 
4.10 
5.48 
8.87 

4.46% 

2.63% 
2.55 
3.49 
5.48 
7.97 

4.20% 

Ratlo of Managed Net Charge-offs to Average Managed Recelvables for the Year 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

TotAl ronsllmPr 
Commerclal 

Total 

Nonaccrual Managed Recelvables 
Domestlc: 

Real estate secured 
Auto flnance 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

.53% 
5.31 
6.63 
5.18 
6.79 

3.73 
2.10 

3.72% 

940.8 
201.8 
38.6 

1,106.3 
263.5 

2,551.0 
15.2 

.45% 
4.80 
5.58 
5.35 
6.97 

3.fi4 

2.69 

3.63% 

734.1 
116.2 

47.6 
902.0 
270.4 

2,070.3 
42.0 

<C> 

249.5 
4.4 

253.9 

12.3 

1999 

3.27% 
2.43 
2.78 
5.97 
8.81 

4.66% 

. 58% 
4.96 
6.66 
5. 65 
6. 52 

4. 1l 

.93 

4.09% 

626. 9 
73.9 
58.1 

828. 8 
278.3 

1,866.0 
46.6 

$200.0 
12.8 

$212.8 

$ 12.4 

<C> 

1998 

3. 67% 
2.29 
3.75 
6.20 
7.94 

4.90% 

. 63% 
5.39 
5.95 
5.65 
6.97 

4.?9 
.52 

4.24% 

550.8 
40.3 
29.0 

559.5 
210.5 

1,390.1 
49.1 

<C> 
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1997 

3.69% 
2.09 
3.10 
5.81 
7.81 

4.64% 

.64% 
4.60 
5.55 
4. 62 
5.48 

3.84 

1. 66 

3.80% 

492.1 

25.0 
5 65.2 
219.7 

1,302.0 
62. 9 

Total $ 2,566.2 $ 2,112.3 $ 1,912.6 $ 1,439.2 $ 1,364.9 

Accrulng Managed Recelvables 90 or More Days Dellnquent 
Domestlc: 

MasterCard/Vlsa 
Prlvate label 

Forelgn 

Total 

</TABLE> 
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527.4 
503.2 

29.5 

$ 1,060.1 

420.3 
417.2 
22.3 

85 9. 8 

ANALYSIS OF CREDIT LOSS RESERVES ACTIVITY - OWNED RECEIVABLES 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 

<S> 
Total Owned Credlt Loss Reserves at January 1 

Provlslon for Credlt Losses 

Charge-offs 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

2001 

<C> 
$ 2,111.9 

2,912.9 

I 194. o I 
I 94.3 I 

I 645.4 I 
15 90.9 I 
I 893.2 I 
1237. o I 

12,654.8 I 
I 12.2 I 

2000 

<C> 
$ 1,757.0 

2,116.9 

I 123.2 I 
I 61.3 I 

I 432 .1 I 
I 536. 9 I 
I 723.5 I 
1232.71 

12,109.71 
I 17.1 I 

1999 

<C> 
$ 1,734.2 

1,716.4 

I 103. 8 I 
I 39. 4 I 

I 4 77. 8 I 
I 54 7. 7 I 
I 534. 6 I 
1233.91 

11,937.21 
I 1 o .1 I 

286.4 
430. 0 
23.5 

739. 9 

1998 

<C> 
$ 1,642.1 

1,516.8 

I 82.8 I 
I 29.7 I 

I 45 4 .1 I 
1471.4 I 
I 464.4 I 
1206.4 I 

11,708.81 
I 7. 5 I 

436.2 
416. 6 
21.8 

87 4. 6 

1997 

<C> 
$ 1,398.4 

1,493.0 

I 46.3 I 
I 6. 4 I 

I 415. 8 I 
I 407. 9 I 
I 384. 61 
I 197. 6 I 

11,458.61 
I 26. 8 I 

Total owned recelvables charged off 12,667.01 12,126.81 11,947.31 11,716.31 11,485.41 
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Recoverles 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total recoverles on owned recelvaLles 
Other, net 

Owned Credlt Loss Reserves 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

4.4 
1.5 

52.0 
60.6 
75.6 
62.5 

25 6. 6 
. 4 

257.0 
48.3 

284.4 
77.3 

5 93.4 
499.4 

1,031.9 
137.1 

2,623.5 
39.6 

4.7 
1.5 

24.9 
54.0 
62. 4 
57.5 

205. 0 
. 4 

205. 4 
159.4 

172.9 
51. 0 

540.8 
425.2 
734.2 
141. 6 

2' 0 65 . 7 
46.2 

7.5 
1.2 

34.7 
74.3 
45.3 
46.6 

209.6 
.3 

209.9 
43.8 

149.2 
39.1 

304.4 
487.2 
5 68. 9 
143.1 

1,691.9 
65 .1 

2.6 
. 8 

33.3 
56.8 
36.7 
43.2 

173.4 
2.2 

175.6 
116.0 

185.3 
27.8 

387.7 
472.5 
457.6 
142.7 

1,673.6 
60.6 

3.0 
. 3 

46.9 
47. 4 
38.0 
50.9 

186.5 
3.3 

189.8 
46.3 

172. 4 
14.6 

290.4 
396.2 
499.4 
179.2 

1,552.2 
89.9 

Total Owned Credlt Loss Reserves at December 31 $ 2,663.1 $ 2,111.9 $ 1,757.0 $ 1,734.2 $ 1,642.1 

Ratlo of Owned Credlt Loss Reserves to: 
Net charge-offs 
Recelvables: 

Consumer 
Commerclal 

Total 

NonpPrforml ng T,oc=ms: 

Consumer 
Commerclal 

Total 

</TABLE< 
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110.5% 

3.31 
7.12 

3.33% 

90.3% 
278.7 

91.0% 

109.9% 

3.10 
7.43 

3.14% 

90.3% 
85. 4 

90.2% 

ANALYSIS OF CREDIT LOSS RESERVES ACTIVITY - MANAGED RECEIVABLES 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 

<S< 

Total Managed Credlt Loss Reserves at January 1 

Provlslon for Credlt Losses 

Charge-Offs 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total managed recelvables charged off 

Recoverles 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total recoverles on managed recelvables 
Other, net 

Managed Credlt Loss Reserves 
Domestlc: 

Real estate secured 

2001 2000 

<C> <C> 

$ 3,194.2 $ 2,666.6 

4,018.4 

I 202. 4 I 
I 286.7 I 

11,147.91 
I 640.2 I 

11,196.21 
I 282.2 I 

13,755.61 
I 12.2 I 

3,252.4 

I 139. 9 I 
I 188. 4 I 
I 880.7 I 
I 605. 61 

11,030.61 
1275.81 

13,121.01 
I 17. o I 

13,767.81 13,138.01 

4.4 
4.0 

81.1 
62.3 

100.9 
71.9 

324.6 
. 4 

325.0 
41. 6 

303.8 

4.7 
4.0 

49.8 
57.0 
79.2 
69.0 

263.7 
. 3 

264.0 
149.2 

195.9 

101.1% 

3.30 
7.70 

3.36% 

86.9% 
116.8 

87.5% 

1999 

<C< 

$ 2,548.1 

2,781.8 

I 134 .1 I 
I 120.4 I 

11,020.81 
15 98.3 I 
1821.61 
1281.4 I 

12,976.61 
I 1 o. o I 

12,986.61 

7.5 
2.8 

68.4 
77.0 
61.2 
54 .1 

271.0 
.3 

271.3 
52.0 

172.8 

112.6% 

3. 85 
8.34 

3. 92% 

99.3% 
139.0 

100.3% 

1998 

<C< 

$ 2,523.0 

2,716.0 

I 118.8 I 
I 70. o I 

11,166.21 
Is 44.3 I 
I 797. 9 I 
I 25 o. o I 

12,947.21 
I 7. s I 

12,954.71 

4.4 
2.1 

82.0 
65.0 
51.6 
47.2 

252.3 
2.2 

25 4. 5 
9.3 

244.1 

126.7% 

4.12 
9.14 

4. 25% 

110.5% 
200.7 

113.2% 

1997 

<C< 

$ 2,109.0 

2,620.6 

I 106.3 I 
I 13. 6 I 

11,106.71 
I 436. o I 
I 639. 8 I 
I 225. 8 I 

12,528.21 
I 26. 8 I 

12,555.01 

5.8 
. 6 

94.8 
50.0 
50.3 
52.8 

254.3 
3.3 

257.6 
90.8 

235.7 
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Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

448.8 
901.5 
630.9 

1,263.6 
223.2 

3, 771.8 
39.6 

323.8 
849.0 
599.4 
957.5 
222.4 

3,148.0 
46.2 

Total Managed Credlt Loss Reserves at December 31 $ 3,811.4 $ 3,194.2 

Ratlo of Managed Credlt Loss Reserves to: 
Net charge-offs 
Recelvables: 

Consumer 
Commerclal 

Total 

Nonperformlng Loans: 
Consumer 
Commerclal 

Total 

</TABLE> 
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Household Internatlonal, Inc. and Subsldlarles 
NET INTEREST NARGIN - 2001 COMPARED TO 2000 (OWNED BASIS) 
<TABLE> 
<CAPTION> 

Avprc=J(]P Olltstc=Jnrll ng ( 1) 

All dollar amounts 

110.7% 

3.77 
7.12 

3.78% 

104.5% 
278.7 

105.0% 

111.1% 

3. 62 
7.43 

3. 65% 

107.4% 
85.4 

107.0% 

242.4 
612.6 
603.7 
761.6 
208.4 

2,601.5 
65.1 

133.2 
689.9 
5 41.5 
685.5 
193.3 

2,487.5 
60.6 

$ 2,666.6 $ 2,548.1 

98.2% 

3. 68 
7.70 

3.72% 

98.8% 
116.8 

100.1% 

Flnance and 
Interest Income/ 
TntPrPst F,xpPnsP 

94.4% 

3.94 
8.34 

3. 99% 

109.0% 
139.0 

109.5% 

49.7 
704.9 
462 .1 
75 9. 6 
221.1 

2,433.1 
89.9 
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$ 2,523.0 

109.8% 

3.92 
9.14 

3. 99% 

113.7% 
200.7 

115.5% 

Increase/(Decrease) Due to: 

Volume Rate 
are stated ln mllllons. 2001 2000 2001 2000 2001 2000 Varlance Varlance (2) Varlance (2) 

<S< 
Recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

<C< 

$38,850.4 
2,319.1 
8,138.3 

10,516.4 
12,486.0 

554.8 

72,865.0 
894.1 

<C< 

$30,682.5 
1,818.9 
7,126.5 
9,981.7 

10,194.7 
693.5 

60,497.8 
973.4 

<C< 

11.6% 
15.3 
14.5 
13. 4 

20.2 
2.3 

13.7 
3.0 

<C< 

12. 0% 
16.7 
14.9 
14.3 
21.0 
5.0 

14.3 
3.5 

<C< <C< 

4,516.1 $3,684.3 
354.0 303.6 

1,180.6 
1,405.3 
2,525.1 

13.0 

1,064.8 
1,432.2 
2,140.7 

34.7 

9,994.1 8,660.3 
26.5 34.0 

<C< 

831. 8 
50. 4 

115.8 
126. 9 I 
384.4 
121.7 I 

1,333.8 
I 7. 5 I 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) $73,759.1 

3,006.2 
5,278.4 

$61,471.2 
2,733.6 
5,507.9 

13.6% 14.1% $10,020.6 $8,694.3 $1,326.3 
Insurance lnvestments 
Other assets 

Total Assets 

Debt: 
Deposlts 
Commerclal paper 
Bank and other borrowlngs 
Senlor and senlor 

subordlnated debt wlth 
orlglnal maturltles 
over one year 

Total debt 
Other llabllltles 

Total llabllltles 
Preferred securltles 
Common shareholders' equlty 

Total Llabllltles and 
Shareholders' Equlty 

$82,043.7 

7,953.2 
9,221.1 
2,240.1 

50,018.2 

$69,432.6 
2,423.8 

71,856.4 
1,136.9 
9,050.4 

$82,043.7 

$69,712.7 

$ 7,757.5 
9,828.7 
2,099.7 

39,387.9 

$59,073.8 
2,699.8 

61,773.6 
701.9 

7,237.2 

$69,712.7 

6.3% 
4 .1 
3.9 

6.4 

6.0% 

6.2% 
6.3 
5.5 

6.9 

498.6 
376.3 

86.9 

484.0 
621.2 
116.5 

3,212.0 2,707.2 

6.7% $4,173.8 $3,928.9 

14. 6 
I 244. 9 I 

(29. 6) 

504.8 

244.9 

Net Interest Margln -
Ovmed Basls (3) (5) 7. 9% 7.8% $5,846.8 $4,765.4 $1,081.4 

Interest Spread - Owned Basls (4) 7.6% 7. 5% 

</TABLE< 

(1) Nonaccrual loans are lncluded ln average outstandlng balances. 
(2) Rate/volume varlance lS allocated based on the percentage relatlonshlp of 

changes ln volume and changes ln rate to the total lnterest varlance. For 
total recelvables, total lnterest-earnlng assets and total debt, the rate 
and volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not 
represent an arlthmetlc sum cf the lndlvldual components. 

(3) Represents net lnterest margln as a percent of average lnterest-earnlng 
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952.8 
78.0 

147.5 
74.4 

465. 9 
I 5. 9 I 

1,712.8 
(2. 6) 

$1,680.7 

12.3 
I 36. 4 I 

7.4 

692.0 

675.3 

$ 1,005.4 

<C< 

(121.0) 
(27. 6) 

I 31.7 I 
(101.3) 

I 81.5 I 
I 15. 8 I 

I 379. o I 
I 4. 9 I 

I 354. 4 I 

2.3 
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assets. 
(4) Represents the dlfference between the yleld earned on lnterest-earnlng 

assets and the cost of the debt used to fund the assets. 
(5) The net lnterest margln analysls lncludes the followlng for forelgn 

buslnesses: 

Average lnterest-earnlng assets 
Average lnterest-bearlng llabllltles 
Net lnterest margln 
Net lnterest margln percentage 

<PAGE> 
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2001 

6,988.7 
5,973.3 

431.2 
6.2% 

Household Internatlonal, Inc. and Subsldlarles 

2000 

6,639.1 
5, 765.5 

467.7 
7.0% 

NET INTEREST MARGIN - 2000 COMPARED TO 1999 (OWNED BASIS) 

<TABLE> 
<CAPTION> 

1999 

6,433.3 
5,138.5 

494.9 
7. 7% 

Average Outstandlng (1) Average Rate 

Flnance and 
Interest Income/ 
Interest Expense 

All dollar amounts 
are stated ln mllllons. 2000 1999 2000 1999 2000 1999 

<S> 
Recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

Total lnterest-earnlng assets 
(excludlng lnsurance 

<C> 

$30,682.5 
1,818.9 
7,126.5 
9,981.7 

10,194.7 
693.5 

60,497.8 
973.4 

<C> <C> 

$21,679.1 12. 0% 
1,119.8 16.7 
6,270.8 14.9 
9,486.2 14.3 
8,434.9 21.0 

809.6 5.0 

47,800.4 14.3 
975.0 3.5 

<C> 

11.6% 
18.6 
12.3 
13.6 
20.2 

8.0 

13.7 
3.4 

<C> 

$3,684.3 
303.6 

1,064.8 
1,432.2 
2,140.7 

34.7 

8,660.3 
34.0 

<C> 

$2,513.1 
207. 8 
768.3 

1,289.8 
1,705.4 

65 .1 

6,549.5 
33. 4 

lnvestments) $E1,471.2 
2,733.6 
5,507.9 

$48,775.4 14.1% 
2,596.9 
4,938.1 

13.5% $8,694.3 $6,582.9 
Insurance lnvestments 
Other assets 

Total Assets 

Debt: 
Deposlts 
Commerclal paper 
Bank and other borrowlngs 
Senlor and senlor 

subordlnated debt 
wlth orlglnal 
maturltles over 
one year 

$69,712.7 $56,310.4 

$7,757.5 3,037.3 
9,828.7 8,620.3 
2,099.7 1,426.7 

39,387.9 32,954.1 

6.2% 5. 5% 484.0 168. 4 
6.3 5.2 621.2 451.7 
5.5 5.0 116.5 70.8 

6.9 6.3 2,707.2 2,085.7 

Total debt $59,073.8 
2,699.8 

$46,038.4 
3,453.3 

6. 7% 6.0% $3,928.9 $2,776.6 
Other llabllltles 

Total llabllltles 
Preferred securltles 
Common shareholders' equlty 

Total Llabllltles and 
Shareholders' Equlty 

Net Interest Margln -
Owned Basls (3) (5) 

Interest Spread -
Owned Basls (4) 

</TABLE> 
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E1,773.6 
701.9 

7,237.2 

$69,712.7 
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49,491.7 
539.4 

6,279.3 

$56,310.4 

7.8% 

7. 5% 

7.8% $4,765.4 $3,806.3 

7.5% 

NET INTEREST MARGIN - 2001 COMPARED TO 2000 AND 1999 (MANAGED BASIS) 

Net Interest Margln on a Managed Easls As recelvables are securltlzed rather 
than held ln our portfollo, net lnterest margln lS reclasslfled to 
securltlzatlon revenue. We retaln a substantlal portlon of the proflt lnherent 
ln the recelvables whlle lncreaslng llquldlty. The comparablllty of net lnterest 
margln between perlods may be lmpacted by the level and type of recelvables 
securltlzed. Net lnterest margln en a Managed Basls lncludes flnance lncome 
earned on our owned recelvables as well on our securltlzed recelvables. Thls 
flnance lncome lS offset by lnterest expense on the debt recorded on our balance 
sheet as well as the contractual rate of return on the lnstruments lssued to 
lnvestors when the recelvables were securltlzed. 
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Increase/(Decrease) Due to: 

Volume Rate 
Varlance Varlance (2) Varlance (2) 

<C> 

$1,171.2 
95.8 

296.5 
142.4 
435.3 
I 30.4 I 

2,110.8 
. 6 

$2,111.4 

315.6 
169.5 

45.7 

621.5 

$1,152.3 

95 9 .1 

<C> 

1,043.7 
129.7 
104.8 

67.4 
355.8 

I 9. 3 I 

1,692.1 
I .1 I 

$ 1,713.5 

261.7 
63.3 
33.4 

407.2 

765. 6 

947.9 

<C> 

$ 12.0 
I 33.9 I 
191.7 

75.0 
79.5 

I 21.1 I 

303.2 
. 7 

$397.9 

$ 53.9 
106.2 

12.3 

214.3 

$3 8 6. 7 

$ 11.2 
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<TABLE> 
<CAPTION> 

Average Outstandlng(l) Average Rate 
Flnance and Interest 

Income/Interest Expense 
All dollar amounts are 

stated ln mllllons. 

<S< 
Recelvables: 

Real estate secured 
Au to f lnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

Total lnterest-earnlng assets 
(excludlng lnsurance 

2001 

<C< 

$40,049.6 
5,323.5 

17,282.8 
12,260.6 
17,013.8 

554.9 

92,485.2 
894.1 

2000 1999 

<C< <C< 

$32,530.2 $24,574.5 
3,842.3 2,370.4 

16,111.2 15,295.7 
11,194.2 10,255.9 
14,760.8 13,008.6 

693.5 809.6 

79,132.2 66,314.7 
973.4 975.0 

2001 2000 1999 

<C< <C< <C< 

11.6% 12.0% 11.6% 
17.5 18.3 19.0 
14.3 14.8 13.2 
13.5 14.4 13.6 
20.0 20.5 19.6 
2.3 5.0 8.0 

14.2 14.7 14.1 
3.0 3.5 3.4 

2001 

<C< 

4,650.2 
929.5 

2,470.6 
1,655.8 
3,407.8 

13. 0 

13,126.9 
26.5 

2000 

<C< 

3,906.5 
702.5 

2,392.0 
1,613.5 
3,019.5 

34.7 

11,668.7 
34.0 

<C< 

1999 

2,847.5 
449.6 

2,025.7 
1,398.7 
2,555.8 

65. 0 

9,342.3 
33.4 

lnvestments) $93,379.3 $80,105.6 $67,289.7 14.1% 14.6% 13.9% $13,153.4 $11,702.7 $ 9,375.7 

Total debt $89,052.8 $71,274.4 $64,552.7 5.9% 7.3% 5.9% $ 5,212.8 $ 5,212.7 $ 3,836.5 

Net Interest Margln -
Managed Basls (3) 

8.5% 8.1% 8.2% $ 7,940.6 $ 6,490.0 $ 5,539.2 

Interest Spread - Managed Basls (4) 8.2% 7.3% 8.0% 

<CAPTION> 

Increase/(Decrease) Due to: 

2001 Compared to 2000 2000 Compared to 1999 

Recelvables: 
Real estate secured 
Au to f lnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) 

Total debt 

Net Interest Margln -
Managed Basls (3) 

Interest Spread- Managed Basls(4) 

</TABLE< 

Volume Rate 
Varlance Varlance(2) Varlance(2) 

743.7 
227.0 

78.6 
42.3 

388.3 
121.7 I 

1,458.2 
17. s I 

$1,450.7 

.1 

$1,450.6 

876.8 
25 9. 9 
169.7 
147.9 
452.4 

Is. 9 I 

1,900.8 
(2. 6) 

$ 1,882.1 

I 133 .1 I 
132.9 I 
I 91.1 I 

I 105. 6 I 
I 64.1 I 
I 15. 8 I 

I 442. 6 I 
I 4. 9 I 

(431.4) 

$ 1,156.1 $(1,156.0) 

726.0 724.6 

(1) Nonaccrual loans are lncluded ln average outstandlng balances. 

Varlance 

1,059.0 
252. 9 
366.3 
214.8 
463.7 
(30. 3 I 

2,326.4 
. 6 

$ 2' 327. 0 

$ 1,376.2 

95 0. 8 

(2) Rate/volume varlance lS allocated based on the percentage relatlonshlp of 
changes ln volume and changes ln rate to the total lnterest varlance. For 
total recelvables, total lnterest-earnlng assets and total debt, the rate 
and volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not 
represent an arlthmetlc sum cf the lndlvldual components. 

(3) Represents net lnterest margln as a percent of average lnterest-earnlng 
assets. 

(4) Represents the dlfference between the yleld earned on lnterest-earnlng 
assets and cost of the debt used to fund the assets. 

35 

<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 
SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED) 

<TABLE> 
<CAPTION> 

Volume Rate 
Varlance(2) Varlance(2) 

955. 4 
269.1 
121.1 
135.3 
35 8. 4 

I 8. 4 I 

1,873.6 
I .1 I 

$ 1,872.3 

834.0 

$ 1,038.3 

$103.6 
I 16.2 I 
245.2 

79.5 
1 OS. 3 
121.9 I 

452.8 
. 7 

$454.7 

$5 42.2 

$I 87. s I 
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2001 - Three Months Ended 2000 - Three Months Ended 
All dollar amounts except per share 
data are stated ln mllllons. Dec. Sept. June March Dec. Sept. 
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<S< 
Flnance and other lnterest lncome 
Interest expense 

Net lnterest margln 
Provlslon for credlt losses on owned 

recelvables 

Net lnterest margln after provlslcn for 
credlt losses 

Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other lncome 

Total other revenues 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve 

expenses 
Amortlzatlon of acqulred lntanglbles and 

goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

Income before lncome taxes 
Income taxes 

Net lncome 

Baslc earnlngs per common share 
DlllltPrl PArnlngs pPr rommon shArP 

Dlvldends declared 
Welghted average common and common 

equlvalent shares outstandlng 

</TABLE< 

<PAGE> 
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<C< 
$2,602.5 

983.4 

1,619.1 

829-3 

789.8 

514.4 
175-3 

45- 8 
245.7 

59- 9 

1,041.1 

424.1 
71.0 
84.1 

128- 0 

172-2 

37.4 
74.5 

991.3 

839- 6 
290.7 

548.9 

1.18 
1 -1 7 

.22 

463.2 

Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF INCOME 

<TABLE> 
In mllllons, except per share data. 
Year ended December 31 

<S> 
Flnance and other lnterest lncome 
Interest expense 

Net lnterest margln 
Provlslon for credlt losses on owned recelvables 

<C< 
$2,536.6 
1,035.2 

1,501.4 

722.9 

778.5 

454.3 
169.2 

42.3 
250.6 

51.5 

967- 9 

408.3 
74.1 
86.1 

127.1 

172.3 

37- 4 
77.5 

982- 8 

763-6 
259.8 

5 03- 8 

1. 09 
1 - 07 

.22 

467-7 

<C> 

<C< 
$2,451.2 

1,048.4 

1,402.8 

657.1 

745.7 

400.6 
15 9-3 
37.8 

232.7 
49.4 

879.8 

387.2 
73.6 
83.7 

129.0 

171.7 

37.5 
73.1 

955.8 

669.7 
230.7 

439.0 

.94 
- 93 
.22 

469.6 

2001 

$ 10,020.6 
4,173.8 

5,846.8 
2,912.9 

Net lnterest margln after provlslcn for credlt losses 2,933.9 

Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other lncome 

Total other revenues 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve expenses 
Amortlzatlon of acqulred lntanglbles and goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

Income before lncome taxes 
Income taxes 

Net lncome 

1,775.6 
662.4 
167.7 
966.9 
322.5 

3,895.1 

1,597.2 
273.2 
337.4 
519.3 
709.6 
151.2 
302.6 

3,890.5 

2,938.5 
1,015.0 

1,923.5 

<C< 
$2,430.3 

1,106.8 

1,323.5 

703.6 

619- 9 

406.3 
15 8- 6 

41. 8 
237.9 
161.7 

1,006.3 

<C> 

377.6 
54-5 
83.5 

135.2 

193.4 

38.9 
77.5 

960.6 

665- 6 
233.8 

431- 8 

.92 
- 91 
.19 

472.0 

2000 

$ 8,694.3 
3,928.9 

4,765.4 
2,116.9 

2,648.5 

1,476.6 
561.2 
174-2 
825.8 
228- 8 

3,266.6 

1,312.1 
203.6 
306.6 
470- 9 
589.7 
160.0 
261.7 

3,304.6 

2,610.5 
909.8 

$ 1,700.7 

<C< 
$2,415.6 
1,117.0 

<C< 
$2,270.4 

1,057.2 

1,298.6 

574.8 

723.8 

394.7 
147.7 

47- 0 
234.4 

33.5 

857.3 

355.5 
50.3 
77.1 

104.3 

122.8 

38.9 
63- 4 

812.3 

768- 8 
276.1 

492.7 

1. OS 
1 - 03 

.19 

476.1 

1999 

<C> 
$ 6,582.9 

2,776.6 

3,806.3 
1,716.4 

2,089.9 

1,393.5 
534.6 
168.8 
5 95-5 
223.8 

2,916.2 

1,048.7 
145.9 
270-9 
370.0 
54 7- 9 
143.9 
25 8.1 

2,785.4 

2,220.7 
734.3 

$ 1,486.4 

1,213.2 

524.4 

688.8 

379.9 
146-7 

43.9 
216-2 

30.1 

816.8 

333.0 
53 .1 
78.4 

108.2 

136.0 

39.0 
67.1 

814.8 

690.8 
239.6 

451-2 

- 95 
.94 
.19 

477.6 
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<C< 
$2,083.4 

933.0 

1,150.4 

495.6 

65 4- 8 

355- 6 
131.8 

42.5 
195.9 
31.9 

757.7 

321.5 
57.4 
75.6 

125.3 

144.1 

38.9 
64.3 

827.1 

585.4 
201.5 

383.9 

.80 

.RO 

.19 

477.0 

<C> 
$1,924.9 

821.7 

1,103.2 

522.1 

5 81.1 

346.4 
135.0 

40.8 
179.3 
133.3 

834.8 

302.1 
42- 8 
75-5 

133.1 

186.8 

43.2 
66.9 

850.4 

5 65-5 
192- 6 

372.9 

.79 

.78 

.17 

474.0 
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Earnlngs Per Common Share 
Net lncome $ 1,700.7 $ 1,486.4 
Preferred dlvldends 

1,923.5 
I 15.5 I I 9. 2 I I 9. 2 I 

Earnlngs avallable to common shareholders 1,908.0 $ 1,691.5 

Average common shares 
Average common and common equlvalent shares 

Baslc earnlngs per common share 

Dlluted earnlngs per common share 

</TABLE< 

462.0 
468.1 

4.13 

4. 08 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED BALANCE SHEETS 

<TABLE> 
<CAPTION> 

<S> 

In mllllons, except share data. 
At December 31 

Assets 
Cash 
Investment securltles 
Recelvables, net 
Acqulred lntanglbles and gocdwlll, net 
Propertles and equlpment, net 
RPAl PStc=JtP OWnPri 

Other assets 

Total assets 

Llabllltles and Shareholders' Equlty 
Debt: 

Deposl ts 
Commerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt (wlth orlglnal 

maturltles over one year) 

Total debt 
Insurance pollcy and clalm reserves 
Other llabllltles 

Total llabllltles 
Company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts* 
Preferred stock 
Common shareholders' equlty: 

Common stock, $1.00 par value, 750,000,000 shares authorlzed; 
551,684,740 and 551,100,165 shares lssued at December 31, 
2001 and 2000, respectlvely 

Addltlonal pald-ln capltal 
Retalned earnlngs 
Accumulated other comprehenslve lncome 
Less common stock ln treasury, 94,560,437 and 80,080,506 

shares at December 31, 2001 and 2000, respectlvely, at cost 

Total common shareholders' equlty 

Total llabllltles and shareholders' equlty 

</TABLE> 

471.8 
476.2 

3. 59 

3.55 

* The sole assets of the trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln November 2001, January 
2001, June 2000, March 1998 and June 1995, bearlng lnterest at 7.50, 8.25, 
10.00, 7.25 and 8.25 percent, respectlvely, wlth prlnclpal balances of 
$206.2, $206.2, $309.3, $206.2 and $77.3 mllllon, respectlvely, and due 
November 15, 2031, January 30, 2031, June 30, 2030, December 31, 2037, and 
June 30, 2025, respectlvely. The $103.1 mllllon Junlor Subordlnated 
Deferrable Interest Notes lssued ln June 1996 were redeemed ln December 
2001. 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
<TABLE> 
<CAPTION> 

$ 1,477.2 

477.0 
481.8 

3 .1 0 

3.07 

2001 2000 

<C> <C> 

5 43. 6 
3,580.5 

79,263.5 
1,555.3 

531.1 
398.9 

3,543.1 

490.2 
3,259.0 

67,161.7 
1,705.7 

517.6 
337.1 

3,235.0 

$ 89,416.0 $ 76,706.3 

$ 6,562.3 
12,024.3 

56,823.6 

75,410.2 
1,094.5 
3,277.7 

79,782.4 

975.0 
455.8 

551.7 
2,030.0 
9,197.4 

I 732. 4 I 

12,843.91 

8,202.8 

$ 8,676.9 
10,787.9 

45,053.0 

64,517.8 
1,106.6 
2,291.3 

67,915.7 

675.0 
164.4 

551.1 
1,926.0 
7,680.5 

1214.71 

11,991.71 

7,951.2 

$ 89,416.0 $ 76,706.3 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 13 .txt 

Page 30 of64 

12/9/2008 

HHT 0015816 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 162 of 209 PageID #:80508



Page 31 of 64 

In mllllons. 
Year ended December 31 

<S< 
Cash Provlded by Operatlons 

Net lncome 
AdJustments to reconclle net lncome to net cash 

provlded by operatlons: 
Provlslon for credlt losses on owned recelvables 
Insurance pollcy and clalm reserves 
Depreclatlon and amortlzatlon 
Deferred lncome tax provlslon 
Interest-only strlp recelvables, net change 
Other,. net 

Cash provlded by operatlons 

Investments ln Operatlons 
Investment securltles: 

Purchased 
Matured 
Sold 

Short-term lnvestment securltles, net change 
Recelvables: 

Orlglnatlons, net 
Purchases and related premlums 
Sold 

Acqulsltlon of buslness operatlons 
Propertles and equlpment purchased 
Propertles and equlpment sold 

Cash decrease from lnvestments ln operatlons 

Flnanclng and Capltal Transactlons 
Short-term debt and demand deposlts, net change 
Tlme certlflcates, net change 
SE=ml or c=mrl sPnl or Sllhorrll nc=Jt.=orl rlPht l SSllPrl 

Senlor and senlor subordlnated debt retlred 
Pollcyholders' beneflts pald 
Cash recelved from pollcyholders 
Shareholders' dlvldends 
Issuance of company obllgated mandatorlly redeemable 

preferred securltles of suLsldlary trusts 
Redemptlon of company obllgated mandatorlly redeemable 

preferred securltles of suLsldlary trusts 
Issuance of preferred stock 
Purchase of treasury stock 
Issuance of common stock 

Cash lncrease from flnanclng and capltal transactlons 

Effect of exchange rate changes on cash 

Increase (decrease) ln cash 
Cash at January 1 

Cash at December 31 

Supplemental Cash Flow Informatlon: 
Interest pald 
Income taxes pald 

Supplemental Noncash Investlng and Flnanclng Actlvltles: 
Common stock lssued for acqulsltlon 

</TABLE< 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK 
AND COMMON SHAREHOLDERS' EQUITY 

<TABLE> 
<CAPTION> 

2001 2000 

<C< <C< 

1,923.5 1,700.7 

2,912.9 2,116.9 
204.2 36.6 
308.3 301.7 
38.1 87.0 

I 100. 61 15 9. o I 
231.1 3.7 

5,517.5 4,187.6 

11,744.21 I 804. 4 I 
481.9 451.5 
686.3 238. 4 
255.9 I 4 7. 8 I 

146,324.71 139,930.61 
11,577.41 14,162.81 
32,293.6 26,919.2 

I 87 .1 I 
I 175.21 I 173.8 I 

20.3 16.3 

116,083.51 117,581.11 

1,300.9 
12,118.61 
?1, 17?. n 
19,107.01 

I 85.7 I 
60.4 

I 406. 61 

400.0 

I 100. o I 
291.4 

I 916.3 I 
121. 8 

10,612.3 

7 .1 

53.4 
490.2 

543.6 

4,511.2 
979.5 

182.0 
3,219.7 

?1 , fiOR .l 

111,152.01 
I 117.61 

60.2 
I 35 8. 9 I 

300.0 

I 209.3 I 
64.4 

13,596.8 

16.3 

219.6 
270.6 

490.2 

3,920.6 
689. 9 

209.4 

1999 

<C< 

$ 

$ 

1,486.4 

1,716.4 
76.1 

292.1 
33.1 

I 34. o I 
I 316.1 I 

3,254.0 

11,431.71 
792.5 
732.5 

1111.11 

132,888.11 
12,571.61 
25,249.8 

I 43. 4 I 
I 139. 8 I 

29.1 

110,381.81 

839.1 
2,961.6 

11 , ?R1 .l 

16,870.61 
I 126. 9 I 

63. 0 
I 332 .1 I 

I 915. 9 I 
45.0 

6,944.5 

I 3. 5 I 

I 186. 8 I 
457. 4 

270.6 

$ 2,757.6 
337.6 

$ 15.0 

Common Shareholders' Equlty 

All amounts except per share data are stated 
ln mllllons. 

<S< 
Balance at December 31, 1998 

Net lncome 
Other comprehenslve lncome, net of tax: 

Unreallzed losses on lnvestments and 

Addltlonal 
Preferred Common Pald-ln Retalned 

Stock Stock Capltal Earnlngs 

<C> <C> <C> <C> 
$ 164.4 $ 544.1 $1,652.5 $5,184.4 

1,486.4 

Accumulated 
Other Common 

Comprehenslve Stock ln 

Income(1) Treasury 

<C> <C> 
$ 1145.11 $11,014.51 
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Total Common 
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$ 6,221.4 
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lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.68 per share 

Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 1999 

Net lncome 
Other comprehenslve lncome, net of tax: 

Unreallzed galns on lnvestments and 
lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.74 per share 

Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2000 

Net lncome 
Other comprehenslve lncome, net of tax: 

Cumulatlve effect of change ln accountlng 
prlnclple (FAS No. 133) 

Unreallzed losses on cash flow hedglng lnstruments, 
net of reclasslflcatlon adJustment 

lJnrPAll7Prl gAlnR nn lnVPRtmPntR Anri 

lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.85 per share 

Issuance of preferred stock 
Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

164.4 

164.4 

291.4 

6.1 
. 2 

550.4 

. 5 

. 2 

551.1 

. 5 

.1 

103. 0 
25.3 

1,780.8 

20.7 
124.5 

1,926.0 

31.2 
72. 8 

I 9. 2 I 
(322. 9 I 

6,338.7 

1,700.7 

I 9. 2 I 
(349. 7 I 

7,680.5 

1,923.5 

I 15. s I 
(391.1 I 

I 93.7 I 
I 18 .1 I 

(51. 21 
19.5 

I 915. 9 I 

(256.91 (1,962.11 

95.1 
I 52.9 I 

30.6 
149.1 

I 209.3 I 

(214.71 (1,991.71 

1241.4 I 

I 457.7 I 

199.5 
I 18 .1 I 

15.2 
48.9 

I 916.3 I 

Balance at December 31, 2001 $ 455.8 $ 551.7 $2,030.0 $9,197.4 $ (732.41 $(2,843.91 

</TABLE> 

(1) Accumulated other comprehenslve lncome lncludes the followlng: 
<TABLE> 
<CAPTION> 

<S> 

In mllllons. At December 31 

Unreallzed losses on cash flew hedglng lnstruments 
Unreallzed galns (losses) on lnvestments and 

lnterest-only strlp recelvables: 
Gross unreallzed galns (losses) 
Income tax expense (beneflt) 

Net unreallzed galns (losses) 
Cumulatlve adJustments for fcrelgn currency translatlon 

adJustments 

2001 2000 

<C> <C> 
$ (699.11 

351.7 
128. 4 

223.3 

41.6 
17.8 

23.8 

(256.61 (238.51 

1999 

<C> <C> 

$ (109.81 $ 
(38. 5 I 

(71.31 

I 185. 61 

1998 

34.0 
11.6 

22.4 

I 167.5 I 

Total $ (732.41 $(214.71 $ (256.91 $ (145.11 

</TABLE> 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK 
AND COMMON SHAREHOLDERS' EQUITY (Contlnued) 
<TABLE> 
<CAPTION> 

Shares Outstandlng 
Preferred 

Stock Issued In Treasury 

Common Stock 

Net Outstandlng 
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I 93.7 I 
I 18 .1 I 

1,374.6 

I 9. 2 I 
I 322. 9 I 

57.9 
45. 0 

I 915. 9 I 

6,450.9 

1,700.7 

95.1 
I 52. 9 I 

1,742.9 

I 9. 2 I 
I 349.7 I 

51. 8 
273.8 

I 209.3 I 

7,951.2 

1,923.5 

(241.41 

I 457.7 I 

199.5 
I 18 .1 I 

1,405.8 

I 15. s I 
(391.11 

46.9 
121.8 

I 916.3 I 

$ 8,202.8 
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<S< 
Balance at December 31, 1998 
Exerclse of common stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 1999 
Exerclse of common stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2000 
Issuance of preferred stock 
Exerclse of common stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2001 

</TABLE> 

Comprehenslve Income 

<C> 
1,398,279 

1,398,279 

1,398,279 
300,000 

1,698,279 

<C> 
544,124,170 

6,083,549 
223,338 

550,431,057 
516,823 
152,285 

551,100,165 

548,744 
35,831 

551,684,740 

<C> 
(60,986,431) 

(791,681) 
1,055,566 

(21,797,066) 

(82,519,612) 
1,531,458 
6,321,263 

(5,413,615) 

(80,080,506) 

1,466,979 
1,450,484 

(17,397,394) 

(94,560,437) 

We adopted FAS No. 133, "Accountlng for Derlvatlve Instruments and Hedglng 
Actlvltles," on January 1, 2001. The adoptlon was accounted for as a cumulatlve 
effect of a change ln accountlng ~rlnclple. The table below dlscloses 
reclasslflcatlon adJustments and the related tax effects allocated to each 
component of other comprehenslve lncome (expense) lncludlng the adoptlon of FAS 
No. 133 and unreallzed galns (losses) on cash flow hedglng lnstruments ln 2001, 
unreallzed galns (losses) on lnvestments and lnterest-only strlp recelvables 
and forelgn currency translatlon adJustments. 

<TABLE> 
<CAPTION> 
In mllllons. 

Year ended December 31 Before-Tax 

<S> 
1999 

<r:> 

Unreallzed galns (losses) on lnvestments and lnterest-only strlp 
recelvables: 

Net unreallzed holdlng losses arlslng durlng the perlod 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome 

Net unreallzed losses on lnvestments and lnterest-only strlp 
recel vables 

Forelgn currency translatlon adJustments 

Other comprehenslve expense 

2000 

$(134.4) 
I 9. 4) 

I 143.8) 

(23. 4) 

$(167.2) 

Unreallzed galns (losses) on lnvestments and lnterest-only strlp recelvables: 
Net unreallzed holdlng galns arlslng durlng the perlod $ 152.2 

I. 8) Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome 

Net unreallzed galns on lnvestments and lnterest-only strlp recelvables 
Forelgn currency translatlon adJustments 

Other comprehenslve lncome 

2001 
Unreallzed galns (losses) on cash flow hedglng lnstruments: 

Cumulatlve effect of change ln accountlng prlnclple (FAS No. 133) 
Net losses arlslng durlng the ~erlod 
Less: Reclasslflcatlon adJustment for losses reallzed ln net 

Net losses on cash flow hedglng lnstruments 

151.4 
I 75.3) 

76.1 

$ (376.6) 
(1,137.0) 

422.9 

(1,090.7) 

Unreallzed galns (losses) on lnvestments and lnterest-only strlp recelvables: 
Net unreallzed holdlng galns arlslng durlng the perlod 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome 

Net unreallzed galns on lnvestments and lnterest-only strlp recelvables 

Forelgn currency translatlon adJustments 

Other comprehenslve expense 

</TABLE> 
The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
Notes to Consolldated Flnanclal Statements 

321.3 
(11.2) 

310.1 

I 28.2) 

$ (808.8) 

Household Internatlonal, Inc. and subsldlarles ("Household") lS a leadlng 
provlder of consumer lendlng products to mlddle-market consumers ln the Unlted 
States, Unlted Klngdom and Canada. Household may also be referred to ln these 
notes to the consolldated flnanclal statements as "we," "us" or "our." Our 
lendlng products lnclude real estate secured loans, auto flnance loans, 
MasterCard* and Vlsa* credlt cards, prlvate label credlt cards and personal 
non-credlt card loans. We also offer tax refund antlclpatlon loans ln the Unlted 
States and credlt and speclalty lnsurance ln the Unlted States, the Unlted 

<C> 
483,137,739 

5,291,868 
1,278,904 

(21,797,066) 

467' 911' 445 
2,048,281 
6,473,548 

(5,413,615) 

471,019,659 

2,015,723 
1,486,315 

(17,397,394) 

457,124,303 

Tax 
(Expense) 
Beneflt Net-of-Tax 

<r:> 

46.8 
3.3 

50.1 

5.3 

55.4 

$ (56. 6) 
. 3 

Is 6. 3) 
22.4 

$ (33. 9) 

135.2 
408.2 

(151.8) 

391.6 

(114 .5) 

3.9 

I 110. 6) 

10.1 

291.1 

<r:> 

$ I 87. 6) 
I 6.1) 

I 93.7) 

I 18 .1) 

$(111.8) 

95.6 
I. s) 

95.1 
(52. 9) 

42.2 

$(241.4) 
I 728. 8) 
271.1 

I 699 .1) 

206.8 
(7. 3) 

199.5 

I 18 .1) 

$(517.7) 
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Klngdom and Canada. We have three reportable segments: Consumer, Credlt Card 
Servlces, and Internatlonal. Our Consumer segment conslsts of our branch-based 
consumer lendlng, mortgage servlces, retall servlces, and auto flnance 
buslnesses. Our Credlt Card Servlces segment conslsts of our domestlc MasterCard 
and Vlsa credlt card buslness. Our Internatlonal segment conslsts of our forelgn 
operatlons ln the Unl ted Klngdom ("U.K.") and Canada. 

1. Summary of Slgnlflcant Accountlng Pollcles 

Basls of Presentatlon The consolldated flnanclal statements lnclude the 
accounts of Household Internatlonal, Inc. and all subsldlarles. All slgnlflcant 
lntercompany accounts and transactlons have been ellmlnated. Certaln prlor year 
amounts have been reclasslfled to conform wlth the current year's presentatlon. 

The preparatlon of flnanclal statements ln conformlty wlth generally accepted 
accountlng prlnclples requlres management to make estlmates and assumptlons that 
affect the amounts reported ln the flnanclal statements and accompanylng notes. 
Actual results could dlffer from those estlmates. 

Investment Securltles We malntaln lnvestment portfollos (comprlsed prlmarlly of 
debt securltles) ln both our nonlnsurance and lnsurance operatlons. Our entlre 
lnvestment securltles portfollo was classlfled as avallable-for-sale at December 
31, 2001 and 2000. Avallable-for-sale lnvestments are lntended to be lnvested 
for an lndeflnlte perlod but may Le sold ln response to events we expect to 
occur ln the foreseeable future. These lnvestments are carrled at falr value. 
Unreallzed holdlng galns and losses on avallable-for-sale lnvestments are 
recorded as adJustments to common shareholders' equlty accumulated other 
comprehenslve lncome, net of lncome taxes. Any decllne 
lnvestments whlch lS deemed to be other than temporary 
current earnlngs. 

the falr value of 
charged agalnst 

Cost of lnvestment securltles sold lS determlned uslng the speclflc 
ldentlflcatlon method. Interest lncome earned on the nonlnsurance lnvestment 
portfollo lS classlfled ln the statements of lncome ln net lnterest margln. 
Reallzed galns and losses from the lnvestment portfollo and lnvestment lncome 
from the lnsurance portfollo are recorded ln lnvestment lncome. Accrued 
lnVPStmPnt lnromp lS rlASSlflPri Wlth lnVPStmPnt SPCCllrltlPS. 

Recelvables Recelvables are carrled at amortlzed cost. Flnance lncome lS 
recognlzed uslng the effectlve yleld method. Premlums and dlscounts on purchased 
recelvables are recognlzed as adJustments to the yleld of the related 
recelvables. Orlglnatlon fees are deferred and amortlzed to flnance lncome over 
the estlmated llfe of the related recelvables, except to the extent they offset 
dlrectly related lendlng costs. MasterCard and Vlsa annual fees are netted wlth 
dlrect lendlng costs, deferred, and amortlzed on a stralght-llne basls over 
year. Net deferred annual fees related to these recelvables totaled $90.3 
mllllon at December 31, 2001 and $63.4 mllllon at December 31, 2000. 

Insurance reserves and unearned premlums appllcable to credlt rlsks on consumer 
recelvables are treated as a reductlon of recelvables ln the balance sheets, 
slnce payments on such pollcles generally are used to reduce outstandlng 
recelvables. 
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Provlslon and Credlt Loss Reserves Provlslon for credlt losses on owned 
recelvables lS made ln an amount sufflclent to malntaln credlt loss reserves at 
a level consldered adequate to cover probable losses of prlnclpal, lnterest and 
fees, lncludlng late, overllmlt and annual fees, ln the exlstlng owned 
portfollo. Probable losses are estlmated for consumer recelvables based on 
contractual dellnquency status and hlstorlcal loss experlence. For commerclal 
loans, probable losses are calculated uslng estlmates of amounts and tlmlng of 
future cash flows expected to be recelved on loans. In addltlon, loss reserves 
on consumer recelvables are malntalned to reflect our JUdgment of portfollo rlsk 
factors, such as economlc condltlcns, bankruptcy trends, product mlx, geographlc 
concentratlons and other slmllar ltems. Charge-off and customer account 
management pollcles are also consldered when establlshlng loss reserve 
requlrements to ensure approprlate allowances exlst for products wlth longer 
charge-off perlods and for customers benefltlng from account management 
declslons. Loss reserve estlmates are revlewed perlodlcally and adJustments are 
reported ln earnlngs when they become known. As these estlmates are lnfluenced 
by factors outslde our control, such as consumer payment patterns and economlc 
condltlons, there lS uncertalnty lnherent ln these estlmates, maklng lt 
reasonably posslble that they could change. 

Our charge-off pollcy for consumer recelvables varles by product. Unsecured 
recelvables are wrltten off at the followlng stages of contractual dellnquency: 
MasterCard and Vlsa-6 months; prlvate label-9 months; and personal non-credlt 
card-9 months and no payment recelved ln 6 months, but ln no event to exceed 12 
months. For real estate secured recelvables, carrylng values ln excess of net 
reallzable value are charged off at the tlme of foreclosure or when settlement 
lS reached wlth the borrower. For loans secured by automoblles, carrylng values 
ln excess of net reallzable value are charged off at the earller of repossesslon 
and sale of the collateral, the ccllateral belng ln our possesslon for more than 
90 days, or the loan becomlng 150 days contractually dellnquent. Charge-offs may 
occur sooner for certaln consumer recelvables lnvolvlng a bankruptcy. Our 
pollcles for consumer loans permlt reset of the contractual dellnquency status 
of an account to current, subJect to certaln llmlts, lf a predetermlned number 
of consecutlve payments has been recelved and there lS evldence that the reason 
for the dellnquency has been cured. Such reaglng pollcles vary by product and 
are deslgned to manage customer relatlonshlps and ensure maxlmum collectlons. 
Commerclal recelvables are wrltten off when lt becomes apparent that an account 
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lS uncollectlble. 

Nonaccrual Loans Nonaccrual loans are loans on whlch accrual of lnterest has 
been suspended. Interest lncome lS suspended on real estate secured, personal 
non-credlt card and commerclal loans when prlnclpal or lnterest payments are 
more than three months past due. For MasterCard and Vlsa and 
prlvate label credlt card lnterest contlnues to accrue untll the 
recelvable lS charged off. For auto flnance recelvables, accrual of lnterest 
lncome lS dlscontlnued when payments are more than two months contractually past 
due. Accrual of lncome on nonaccrual real estate secured and personal homeowner 
loans ("PHL's") lS resumed lf the recelvable becomes less than three months 
contractually dellnquent and on auto flnance loans when the loan becomes less 
than two months contractually dellnquent. Interest on nonaccrual personal 
non-credlt card recelvables other than PHL's lS recorded as collected. Accrual 
of lncome on nonaccrual commerclal loans lS resumed lf the loan becomes 
contractually current. Cash payments recelved on nonaccrual commerclal loans are 
elther applled agalnst prlnclpal er reported as lnterest lncome, accordlng to 
our JUdgment as to the collectlblllty of prlnclpal. 

Recelvables Sold and Servlced wlth Llmlted Recourse and Securltlzatlon Revenue 
Certaln real estate secured, auto flnance, MasterCard and Vlsa, prlvate label 
and personal non-credlt card recelvables have been securltlzed and sold to 
lnvestors wlth llmlted recourse. ~e have retalned the servlclng rlghts to these 
recelvables. Recourse lS llmlted to our rlghts to future cash flow and any 
subordlnated lnterest that we may retaln. Upon sale, the recelvables are removed 
from the balance sheet and a galn on sale lS recognlzed for the dlfference 
between the carrylng value of the recelvables and the adJusted sales proceeds. 
The adJusted sales proceeds lnclude cash recelved and the present value estlmate 
of future cash flows to be recelved over the llves of the sold recelvables. 
Future cash flows are based on estlmates of prepayments, the lmpact of lnterest 
rate movements on ylelds of recelvables and securltles lssued, dellnquency of 
recelvables sold, servlclng fees and other factors. The resultlng galn lS also 
adJusted by a provlslon for estlmated probable losses under the recourse 
provlslons based on hlstorlcal ex~erlence and estlmates of expected future 
performance. Galns on sale net of recourse provlslons, servlclng lncome and 
excess spread relatlng to securltlzed recelvables are reported ln the 
accompanylng consolldated statements of lncome as securltlzatlon revenue. 
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In connectlon wlth these transactlons, we record an lnterest-only strlp 
recelvable, representlng our contractual rlght to recelve lnterest and other 
cash flows from our securltlzatlon trusts. Our lnterest-only strlp recelvables 
are reported at falr value uslng dlscounted cash flow estlmates as a separate 
component of recelvables net of our estlmate of probable losses under the 
recourse provlslons. Cash flow estlmates lnclude estlmates of prepayments, the 
lmpact of lnterest rate movements on ylelds of recelvables and securltles 
lssued, dellnquency of recelvables sold, servlclng fees and estlmated probable 
losses under the recourse provlslens. Unreallzed galns and losses are recorded 
as adJustments to common shareholders' equlty ln accumulated other comprehenslve 
lncome, net of lncome taxes. Our lnterest-only strlp recelvables are revlewed 
for lmpalrment quarterly or earller lf events lndlcate that the carrylng value 
may not be recovered. Any decllne ln the falr value of the lnterest-only strlp 
recelvable whlch lS deemed to be ether than temporary lS charged agalnst current 
earnlngs. 

In September 2000, the Flnanclal Accountlng Standards Board ("FASB") lssued 
Statement of Flnanclal Accountlng Standards No. 140, "Accountlng for Transfers 
and Servlclng of Flnanclal Assets and Extlngulshments of Llabllltles, a 
Replacement of FASB Statement No. 125" ("FAS No. 140"). FAS No. 140 revlsed the 
standards for accountlng for securltlzatlons and requlres certaln dlsclosures. 
We adopted the nondlsclosure related provlslons of FAS No. 140 as requlred on 
Aprll 1, 2001. The adoptlon dld net have a slgnlflcant effect on our operatlons. 

Propertles and Equlpment, Net Prepertles and equlpment are recorded at cost, 
net of accumulated depreclatlon and amortlzatlon. For flnanclal reportlng 
purposes, depreclatlon lS provlded on a stralght-llne basls over the estlmated 
useful llves of the assets whlch generally range from 3 to 40 years. Leasehold 
lmprovements are amortlzed over the lesser of the economlc useful llfe of the 
lmprovement or the term of the lease. Malntenance and repalrs are expensed as 
lncurred. 

Repossessed Collateral Real estate owned lS valued at the lower of cost or falr 
value less estlmated costs to sell. These values are perlodlcally revlewed and 
reduced, lf necessary. Costs of heldlng real estate, and related galns and 
losses on dlsposltlon, are credlted or charged to operatlons as lncurred as a 
component of operatlng expense. Repossessed vehlcles, net of loss reserves when 
appllcable, are recorded at the lewer of the estlmated falr market value or the 
outstandlng recelvable balance. 

Insurance Insurance revenues on revolvlng credlt lnsurance pollcles are 
recognlzed when bllled. Insurance revenues on the remalnlng lnsurance contracts 
are recorded as unearned premlums and recognlzed lnto lncome based on the nature 
and terms of the underlylng contracts. Llabllltles for credlt lnsurance pollcles 

based upon estlmated settlement amounts for both reported and lncurred but 
not yet reported losses. Llabllltles for future beneflts on annulty contracts 
and speclalty and corporate owned llfe lnsurance products are based on actuarlal 
assumptlons as to lnvestment ylelds, mortallty and wlthdrawals. 

Acqulred Intanglbles and Goodwlll Acqulred lntanglbles conslst of acqulred 
credlt card relatlonshlps whlch are amortlzed on a stralght-llne basls over 
thelr estlmated useful llves. These llves vary by portfollo and lnltlally ranged 
from 4 to 15 years. Goodwlll represents the purchase prlce over the falr value 
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of ldentlflable assets acqulred less llabllltles assumed from buslness 
comblnatlons and was amortlzed on a stralght-llne basls over perlods not 
exceedlng 25 years through December 31, 2001. Acqulred lntanglbles are revlewed 
for lmpalrment uslng dlscounted cash flows and goodwlll uslng undlscounted cash 
flows whenever events lndlcate that the carrylng amounts may not be recoverable. 
We conslder and changes ln lndustry and economlc 
condltlons to of potentlal lmpalrment. Impalrment 
charges, when requlred, are calculated uslng dlscounted cash flows. 
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In July 2001, the FASB lssued Statements of Flnanclal Accountlng Standards No. 
141, "Buslness Comblnatlons" ("FAS No. 141") and No. 142, "Goodwlll and Other 
Intanglble Assets" ("FAS No. 142"). FAS No. 141 ellmlnated the poollng of 
lnterests method of accountlng and requlres that the purchase method of 
accountlng be used for all buslness comblnatlons lnltlated after June 30, 2001. 
We had no acqulsltlons durlng 2001 whlch were affected by FAS No. 141. FAS No. 
142 changed the accountlng for gocdwlll from an amortlzatlon method to an 
lmpalrment-only approach. Amortlzatlon of goodwlll recorded ln past buslness 
comblnatlons ceased upon adoptlon of the statement on January 1, 2002. The 
adoptlon lS expected to lncrease net lncome by approxlmately $45 mllllon, or 
$.10 per share, annually. 

Treasury Stock We account for re~urchases of common stock uslng the cost method 
wlth common stock ln treasury classlfled ln the balance sheets as a reductlon of 
common shareholders' equlty. Treasury stock lS relssued at average cost. 

Derlvatlve Flnanclal Instruments Effectlve January 1, 2001, we adopted 
Statement of Flnanclal Accountlng Standards No. 133, "Accountlng for Derlvatlve 
Instruments and Hedglng Actlvltles" ("FAS No. 133"), as amended. Under FAS No. 
133, all derlvatlves are recognlzed on the balance sheet at thelr falr value. On 
the date the derlvatlve contract lS entered lnto, we deslgnate the derlvatlve as 
a falr value hedge, a cash flow hedge, a hedge of a net lnvestment ln a forelgn 
operatlon, or a non-hedglng derlvatlve. Falr value hedges lnclude hedges of the 
falr value of a recognlzed asset cr llablllty and certaln forelgn currency 
hPrlCJPS. r:c=Jsh flow hPrlCJPS lnrlllriP hPrlCJPS of thP Vc=Jrlc=Jhlllty of flows to hP 

recelved or pald related to a reccgnlzed asset or llablllty and certaln forelgn 
currency hedges. Changes ln the falr value of derlvatlves deslgnated as falr 
value hedges, along wlth the change ln falr value on the hedged asset or 
llablllty that lS attrlbutable to the hedged rlsk, are recorded ln current 
perlod earnlngs. Changes ln the falr value of derlvatlves deslgnated as cash 
flow hedges, to the extent effectlve as a hedge, are recorded ln accumulated 
other comprehenslve lncome and reclasslfled lnto earnlngs ln the perlod durlng 
whlch the hedged ltem affects earnlngs. Changes ln the falr value of derlvatlves 
used to hedge our net lnvestment ln forelgn subsldlarles, to the extent 
effectlve as a hedge, are recorded ln common shareholders' equlty as a component 
of the cumulatlve translatlon adJustment account wlthln accumulated other 
comprehenslve Changes ln the falr value of derlvatlve lnstruments not 
deslgnated hedglng lnstruments and lneffectlve portlons of changes ln the 
falr value of hedglng lnstruments are recognlzed ln other lncome ln the current 
perlod. 

We formally document all relatlonshlps between hedglng lnstruments and hedged 
ltems. Thls documentatlon lncludes our rlsk management obJectlve and strategy 
for undertaklng varlous hedge transactlons, as well as how hedge effectlveness 
and lneffectlveness Wlll be measured. Thls process lncludes llnklng derlvatlves 
to speclflc assets and llabllltles on the balance sheet. We also formally 
assess, both at the hedge's lnceptlon and on an ongolng basls, whether the 
derlvatlves that are used ln hedglng transactlons are hlghly effectlve ln 
offsettlng changes ln falr values or cash flows of hedged ltems. When lt lS 
determlned that a derlvatlve lS net hlghly effectlve as a hedge or that lt has 
ceased to be a hlghly effectlve hedge, we dlscontlnue hedge accountlng 
prospectlvely. 

When hedge accountlng lS dlscontlnued because lt lS determlned that the 
derlvatlve no longer quallfles as an effectlve hedge, the derlvatlve Wlll 
contlnue to be carrled on the balance sheet at lts falr value, wlth changes ln 
lts falr value recognlzed ln current perlod earnlngs. For falr value hedges, the 
formerly hedged asset or llablllty Wlll no longer be adJusted for changes ln 
falr value and any prevlously reccrded adJustments to the carrylng value of the 
hedged asset or llablllty Wlll be amortlzed ln the same manner that the hedged 
ltem affects lncome. For cash flow hedges, amounts prevlously recorded ln 
accumulated other comprehenslve lncome Wlll be reclasslfled lnto lncome as 
earnlngs are lmpacted by the varlablllty ln the cash flows of the hedged ltem. 

If the hedglng lnstrument lS termlnated early, the derlvatlve lS removed from 
the balance sheet. Accountlng for the adJustments to the hedged asset or 
llablllty or adJustments to accumulated other comprehenslve lncome are the same 
as descrlbed above when a derlvatlve no longer quallfles as an effectlve hedge. 
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If the hedged asset or llablllty lS sold or extlngulshed, the derlvatlve Wlll 
contlnue to be carrled on the balance sheet at lts falr value, wlth changes ln 
lts falr value recognlzed ln current perlod earnlngs. The hedged ltem, lncludlng 
prevlously recorded mark-to-market adJustments, lS derecognlzed lmmedlately as a 
component of the galn or loss upon dlsposltlon. 

The adoptlon of FAS No. 133 on January 1, 2001 was accounted for 
effect of a change ln accountlng ~rlnclple. The lmpact of the 
materlal to earnlngs and reduced common shareholders' equlty by 

a cumulatlve 
was not 

.4 mllllon. 
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The adJustment to common shareholders' equlty was recorded as a component of 
accumulated other comprehenslve lncome and was made to recognlze at falr value 
all derlvatlves that were deslgnated as cash flow hedglng lnstruments. Durlng 
2001, approxlmately $119 mllllon ln derlvatlve losses assoclated wlth the 
transltlon adJustment were reclasslfled lnto earnlngs. These losses were offset 

asscclated wlth the varlable cash flows of the 
ln no economlc lmpact to our earnlngs. Derlvatlve 

galns assoclated wlth the transltlon adJustment reclasslfled lnto earnlngs 
durlng 2001 were not materlal. 

Forelgn Currency Translatlon We have forelgn subsldlarles located ln the Unlted 
Klngdom and Canada. The functlonal currency for each forelgn subsldlary lS lts 
local currency. Assets and llabllltles of these subsldlarles are translated at 
the rate of exchange ln effect on the balance sheet date; lncome and expenses 
are translated at the average rate of exchange prevalllng durlng the year. 
Resultlng translatlon adJustments are accumulated ln common shareholders' equlty 

a component of accumulated other comprehenslve lncome. 

We perlodlcally enter lnto forward exchange contracts to hedge our lnvestment ln 
forelgn subsldlarles. After-tax galns and losses on contracts to hedge forelgn 
currency fluctuatlons are accumulated ln common shareholders' equlty as a 
component of accumulated other comprehenslve lncome. Effects of forelgn currency 
translatlon ln the statements of cash flows are offset agalnst the cumulatlve 
forelgn currency adJustment, exce~t for the lmpact on cash. Forelgn currency 
transactlon galns and losses are lncluded ln lncome as they occur. 

Stock-Based Compensatlon We account for stock optlon and stock purchase plans 
ln accordance wlth Accountlng Prlnclples Board Oplnlon No. 25, "Accountlng for 
Stock Issued to Employees" ("APB 25"). In accordance wlth APB 25, no 
compensatlon expense lS recognlzed for stock optlons lssued. 

Income Taxes Federal lncome taxes are accounted for utlllzlng the llablllty 
method. Deferred tax assets and llabllltles are determlned based on dlfferences 
between flnanclal reportlng and tax bases of assets and llabllltles and are 
measured uslng the enacted tax rates and laws that Wlll be ln effect when the 
dlfferences are expected to reverse. Investment tax credlts generated by 
leveraged leases are accounted for uslng the deferral method. 

2. Buslness Comblnatlons, Acqulsltlons and Dlvestltures 

On February 7, 2000, we purchased all of the outstandlng capltal stock of 
Renalssance Holdlngs, Inc. ( "Renalssance"), a prl vately held lssuer of secured 
and unsecured credlt cards to sub~rlme customers, for approxlmately $300 mllllon 
of our common stock and cash. The acqulsltlon provlded us wlth an establlshed 
platform for growlng the subprlme credlt card buslness and expandlng our product 
offerlngs to customers and prospects ln our other buslnesses. The acqulsltlon 
was accounted for as a purchase and, accordlngly, Renalssance's operatlons have 
been lncluded ln our results of o~eratlons slnce February 7, 2000. 

In August 1999, we acqulred all of the outstandlng capltal stock of Declslon One 
Mortgage Company LLC ("Declslon One") for approxlmately $60 mllllon ln common 
stock and cash. Declslon One orlglnates loans through a 30-state broker network 
and packages them for sale to lnvestors. The acqulsltlon was accounted for as a 
purchase and, accordlngly, earnlngs from Declslon One have been lncluded ln our 
results of operatlons subsequent to the acqulsltlon date. 

<PAGE> 

3. Investment Securltles 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Avallable-For-Sale Investments 
Corporate debt securltles 
Money market funds 
Certlflcates of deposlt 

46 

U.S. government and federal agency debt securltles 
Marketable equlty securltles 
Other 

Subtotal 
Accrued lnvestment lncome 

Total lnvestment securltles 

</TABLE> 

2001 

<C> 

2,054.0 
342.3 
259.8 
217.8 

21.2 
638.9 

3,534.0 
46.5 

$ 3,580.5 

2000 

<C> 

1,873.5 
436.6 
319.2 
173.5 

24.9 
390.3 

3,218.0 
41.0 

$ 3,259.0 

Proceeds from the sale of avallable-for-sale lnvestments totaled approxlmately 
$.7 bllllon ln 2001, $.2 bllllon ln 2000 and $.7 bllllon ln 1999. Gross galns of 
$12.9 mllllon ln 2001, $2.2 mllllcn ln 2000 and $12.1 mllllon ln 1999 and gross 
losses of $1.7 mllllon ln 2001, $1.4 mllllon ln 2000 and $2.7 mllllon ln 1999 
were reallzed on those sales. 

The gross unreallzed galns (losses) on avallable-for-sale lnvestment securltles 
were as follows: 
<TABLE> 
<CAPTION> 

2001 
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In mllllons. 
At December 31 

<S< 
Corporate debt securltles 
Money market funds 
Certlflcates of deposlt 
u.s. government and 

Federal agency debt 
Securltles 

Marketable equl ty 
Securltles 

Other 

Gross 
Amortlzed Unreallzed 

Cost Galns 

<C> <C> 
$ 2,089.5 $ 31.3 

342.3 
246.1 13.7 

217.0 2.0 

24. 4 
611.6 28.6 

Gross 
Unreallzed 

Losses 

<C> 
$ I 66. 8 I 

I 1. 21 

13.2 I 
I 1. 31 

Gross Gross 
Falr Amortlzed Unreallzed Unreallzed 

Value Cost Galns Losses 

<C> <C> <C> <C> 
$ 2,054.0 $ 1,948.5 17.4 $ I 92. 4 I 

342.3 436.6 
25 9. 8 319.2 

217.8 173.7 1.6 I 1. 8 I 

21.2 25.8 I. 9 I 
638. 9 390.1 . 6 I. 4 I 

Page 38 of 64 

Falr 
Value 

<C> 
$ 1,873.5 

436.6 
319.2 

173.5 

24.9 
390.3 

--------------------------------------------------------------------------------------------------------------------------
Total avallable-for-sale 

Investments $ 3,530.9 75.6 172.5 I $ 3,534.0 $ 3,293.9 $ 19.6 $ 195.51 $ 3,218.0 

</TABLE> 

See Note 14, "Falr Value of Flnanclal Instruments," for further dlscusslon of 
the relatlonshlp between the falr value of our assets, llabllltles and 
off-balance sheet flnanclal lnstruments. 

Contractual maturltles of and ylelds on lnvestments ln debt securltles were as 
follows: 
<TABLE> 
<CAPTION> 

Corporate Debt Securltles 
U.S. Government and Federal 

Agency Debt Securltles 
All dollar amounts are 

Stated ln mllllons. 
At December 31, 2001 

<S> 
Due wlthln 1 year 
AftPr 1 hllt wlthln 5 YPArs 
After 5 but wlthln 10 years 
After 10 years 

Total 

</TABLE> 

Amortlzed 
Cost 

<C> 
49.8 

ROfi. 7 
392.6 
840.4 

$ 2,089.5 

<C> 

Falr 
Value 

50.5 
817.1 
394.2 
792.0 

$ 2,054.0 

Yleldl11 

<C> 
5.1% 
5.7 
6.5 
7.0 

6.4% 

Amortlzed 
Cost 

<C> 
44.6 
R4.fi 
64.7 
23.1 

$ 217.0 

(1) Computed by dlvldlng annuallzEd lnterest by the amortlzed cost of respectlve 
lnvestment securltles. 
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4. Recelvables 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total owned recelvables 
Accrued flnance charges 

47 

Credlt loss reserve for owned recelvables 
Unearned credlt lnsurance premlums and clalms 
Interest-only strlp recelvables 
Amounts due and deferred from recelvable sales 

Total owned recelvables, net 
Recelvables servlced wlth llmlted recourse 

Total managed recelvables, net 

</TABLE> 

2001 

<C> 
$ 43,856.8 

2,368.9 
8,141.2 

11,663.9 
13,337.0 

506.9 

79,874.7 
1,559.8 

12,663.11 
I 895.8 I 
968.2 
419.7 

79,263.5 
20,948.0 

$100,211.5 

Forelgn recelvables lncluded ln ohned recelvables were as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
Real estate secured 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Card 
Commerclal and other 

<C> 

Unlted Klngdom 

2001 2000 1999 

<C> <C> <C> 
924.6 857.1 751.0 

1,174.5 2,206.7 2,167.8 
1,284.8 1,234.6 1,145.6 

1,217.5 1,000.3 1,310.8 
. 3 . 8 1.1 

2001 

45 8. 4 

525.7 

382.8 
1.4 

<C> 

Falr 
Value 

<C> 
44.7 
R5.fi 
64.7 
22.8 

$217.8 

2000 

$ 35,179.7 
1,850.6 
8,053.6 

10,347.3 
11,328.1 

598.6 

67,357.9 
1,302.6 

12,111.91 
I 725.2 I 
636.5 
701.8 

67,161.7 
20,249.5 

$ 87,411.2 

Yleldl11 

<C> 
7.6% 
5.7 
5 .1 
6.0 

5. 9% 

Canada 

2000 

<C> <C> 
402.6 

441.2 

377.5 
1.5 
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Total 4,601.7 5,299.5 5,376.3 1,368.3 1,222.8 

</TABLE< 

Forelgn managed recelvables 
recelvables at December 31, 

7 and 9 percent of total managed 
2000, respectlvely. 

The outstandlng balance of recelvables servlced wlth llmlted recourse conslsted 
of the followlng: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S< 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total 

</TABLE> 

<C< 

2001 

861.8 
4,026.6 
9,254.0 
2,150.0 
4,655.6 

$ 20,948.0 

The comblnatlon of recelvables owned and recelvables servlced wlth llmlted 
recourse, whlch conslder our managed portfollo, lS shown below: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
RPAl PStc=JtP SPCCllrPri 

Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total 

</TABLE> 
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2001 

<C> 
$44,71R.fi 

6,395.5 
17,395.2 
13,813.9 
17,992.6 

506.9 

$100,822.7 

We malntaln facllltles wlth thlrd partles whlch provlde for the securltlzatlon 
of recelvables on a revolvlng basls totallng $12.9 bllllon, of whlch $10.6 
bllllon were utlllzed at December 31, 2001. The amount avallable under these 
facllltles Wlll vary based on the tlmlng and volume of publlc securltlzatlon 
transactlons. 

Contractual maturltles of owned recelvables were as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2001 2002 2003 2004 2005 

2000 

<C> 
1,457.8 
2,712.7 
9,529.8 
1' 65 0. 0 
4,899.2 

$ 20,249.5 

2000 

<C> 
$ 3fi,fi37.5 

4,563.3 
17,583.4 
11,997.3 
16,227.3 

598.6 

$ 87,607.4 

2006 
There
after 

<S> <C> <C> <C> <C> <C> <C> 

Real estate secured 11' 951 . 9 8,588.8 6,260.9 4,530.3 3,376.7 9,148.2 
Auto flnance 38.3 74.5 233.2 55 9 .1 1,039.9 423.9 
MasterCard/Vlsa 939. 9 830.1 701.8 639.3 544.3 4,485.8 
Prlvate label 5,782.3 2,280.3 701.3 414.2 276.2 2,209.6 
Personal non-credlt 

card 3' 33 6. 1 2,392.9 1,930.9 1,506.7 1,178.9 2,991.5 
Commerclal and other 43.6 44.8 58.2 39.9 35.4 285.0 

Total $ 22,092.1 $ 14,211.4 $ 9,886.3 $ 7,689.5 $ 6,451.4 $ 19,544.0 

</TABLE> 

A substantlal portlon of consumer recelvables, based on our experlence, Wlll be 
renewed or repald prlor to contractual maturlty. The above maturlty schedule 
should not be regarded as a forecast of future cash collectlons. The ratlo of 
annual cash collectlons of prlncl~al to average prlnclpal balances, excludlng 
credlt card recelvables, approxlmated 55 percent ln 2001 and 58 percent ln 2000. 

The followlng table summarlzes contractual maturltles of owned recelvables due 
after one year by reprlclng characterlstlc: 

<TABLE> 

In mllllons. 
At December 31, 2001 

<S> 
Recelvables at predetermlned lnterest rates 

Over 1 
But Wlthln 

5 years 

<C> 
$ 27,241.4 
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Recelvables at floatlng or adJustable rates 

Total 

</TABLE< 

Nonaccrual owned consumer recelvatles totaled $2,064.3 mllllon and $1,636.7 
mllllon at December 31, 2001 and 2000, respectlvely, lncludlng $215.3 mllllon 
and $226.0 mllllon, respectlvely, relatlng to forelgn operatlons. Interest 
lncome that would have been recorded ln 2001 and 2000 lf such nonaccrual 
recelvables had been current and ln accordance wlth contractual terms was 
approxlmately $315.8 mllllon and $260.4 mllllon, respectlvely, lncludlng $34.6 
mllllon and $38.2 mllllon, respectlvely, relatlng to forelgn operatlons. 
Interest lncome that was lncluded ln net lncome for 2001 and 2000, prlor to 
these loans belng placed on nonaccrual status, was approxlmately $173.5 mllllon 
and $143.9 mllllon, respectlvely, lncludlng $16.4 mllllon and $19.9 mllllon, 
respectlvely, relatlng to forelgn operatlons. For an analysls of reserves for 
credlt losses, see our "Analysls cf Credlt Loss Reserves Actlvlty" on pages 31 
and 32 on an owned and managed basls. 

Interest-only strlp recelvables are reported net of our estlmate of probable 
losses under the recourse provlslcns for recelvables servlced wlth llmlted 
recourse. Our estlmate of the reccurse obllgatlon totaled $1,148.3 mllllon at 
December 31, 2001 and $1,082.3 mllllon at December 31, 2000. Interest-only strlp 
recelvables also lncluded falr value mark-to-market adJustments of $348.6 
mllllon at year-end 2001 and $117.5 mllllon at year-end 2000. 

Amounts due and deferred from recelvable sales lnclude certaln assets 
establlshed under the recourse prcvlslons for certaln recelvable sales, 
lncludlng funds deposlted ln spread accounts, offset by net customer payments 
owed to the securltlzatlon trustee. Net customer payments owed to the 
securltlzatlon trustee totaled $27.0 mllllon at December 31, 2001 and $61.2 
mllllon at December 31, 2000. 
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5. Asset Securltlzatlons 

We sell auto flnance, MasterCard and Vlsa, prlvate label and personal non-credlt 
card recelvables ln varlous securltlzatlon transactlons. We contlnue to servlce 
and recelve servlclng fees on the outstandlng balance of securltlzed 
recelvables. We also retaln rlghts to future cash flows arlslng from the 
recelvables after the lnvestors recelve thelr contractual return. We have also, 
ln certaln cases, retalned other subordlnated lnterests ln these 
securltlzatlons. These transactlons typlcally result ln the recordlng of an 
lnterest-only strlp recelvable whlch represents the value of the future resldual 
cash flows from securltlzed recelvables. The lnvestors and the securltlzatlon 
trusts have only llmlted recourse to our assets for fallure of debtors to pay. 
That recourse lS llmlted to our rlghts to future cash flow and any subordlnated 
lnterest we retaln. Servlclng assets and llabllltles are not recognlzed ln 
conJunctlon wlth our securltlzatlcns slnce we recelve adequate compensatlon 
relatlve to current market rates to servlce the recelvables sold. See Note 1, 
"Summary of Slgnlflcant Accountlng Pollcles," for further dlscusslon on our 
accountlng for lnterest-only strlp recelvables. 

Securltlzatlon revenue lncludes lncome assoclated wlth the current and prlor 
perlod securltlzatlon and sale of recelvables wlth llmlted recourse. Such lncome 
lncludes galns on sales, net of our estlmate of probable credlt losses under the 
recourse provlslons, servlclng lncome and excess spread relatlng to those 
recelvables. 

Net lnltlal galns, whlch represent gross lnltlal galns net of our estlmate of 
probable credlt losses under the recourse provlslons, and the key economlc 
assumptlons used ln measurlng the net lnltlal galns from securltlzatlons 
completed durlng the years ended December 31, 2001 and 2000 were as follows: 

<TABLE> 
<CAPTION> 

<S< 
2001 
Net lnltlal galns (ln mllllons) 
Key economlc assumptlons: ( 1) 

Welghted-average llfe (ln years) 
Payment speed 
Expected credlt losses (annual rate) 
Dlscount rate on cash flows 
Cost of funds 

2000 
Net lnltlal galns (ln mllllons) 
Key economlc assumptlons: ( 1) 

Welghted-average llfe (ln years) 
Payment speed 
Expected credlt losses (annual rate) 
Dlscount rate on cash flows 
Cost of funds 

</TABLE> 

MasterCard/ Personal Non-
Vlsa Credlt Card 

<C< <C< 

7.3 36.0 

.38 1. 23 
93.5 9% 52.33% 

5.08 7.34 
9.00 11.00 
6.15 4.24 

43.7 37.5 

. 41 1. 28 
92.62% 52.01% 

5.48 6.87 
9.00 11.00 
5.88 6.67 

Prlvate 
Label 

<C< 

13.1 

.85 
67.06% 
5.49 

10.00 
5.73 

8.5 

.93 
63. 97% 

6.60 
10.00 

6. 36 

(1) Welghted-average annual rates for securltlzatlons entered lnto durlng the 

10,997.2 

$ 38,238.6 

Auto 
Flnance 

<C> 

109.3 

2.20 
34.20% 

4.79 
10.00 

4. 54 

80.4 

2.06 
35.98% 

5.38 
10.00 

7.12 

Total 

<C> 

$ 165 . 7 

$ 170.1 
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perlod for securltlzatlons of loans wlth slmllar characterlstlcs. 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and requlre frequent sales of new recelvables lnto the trust to replace 
recelvable run-off. These replenlshments totaled $24.7 bllllon ln 2001 and $21.0 

less estlmated credlt losses under the 
replenlshments were calculated uslng 

welghted-average assumptlons conslstent wlth those used for calculatlng galns 
lnltlal securltlzatlons and totaled $407.5 mllllon ln 2001 and $328.4 mllllon 
2000. 
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Cash flows recelved from securltlzatlon trusts were as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

MasterCard/ 
Vlsa 

Personal Non
Credlt Card 

Prlvate 
Label 

<S< <C< <C< <C< 
2001 
Proceeds from lnltlal securltlzatlons 261.1 $2,123.6 500.0 
Servlclng fees recelved 182.9 90.6 34.9 
Other cash flow recelved 

retalned lnterests I 1 I 789.0 181.1 157.9 
2000 
Proceeds from lnltlal securltlzatlons $1,925.0 $2,637.4 500.0 
Servlclng fees recelved 179.7 91.3 
Other cash flow recelved on 

retalned lnterests I 1 I 645.5 177.4 

</TABLE> 

(1) OthPr rAsh flows l nrlllrlP All flows from l ntPrPst-onl y stnp 

recelvables, excludlng servlclng fees. 

Our lnterest-only strlp recelvables are reported at falr value uslng dlscounted 
cash flow estlmates. 

At December 31, 2001, the sensltlvlty of the current falr value of the 
lnterest-only strlp recelvables te an lmmedlate 10 percent and 20 percent 
unfavorable change ln assumptlons are presented ln the table below. These 
sensltlvltles are based on assumptlons used to value our lnterest-only strlp 
recelvables at December 31, 2001. 

<TABLE> 
<CAPTION> 

24.2 

57.4 

Dollar amounts are stated ln mllllons. 
MasterCard/ 

Vlsa 
Personal Non

Credlt Card 

<S> <C> <C> 
Carrylng value (falr value) of lnterest-only strlp 

Recelvables 267.2 335.4 
Welghted-average llfe (ln years) .57 1.19 
Payment speed assumptlon (annual rate) 83.82% 45.62% 

Impact on falr value of 10% adverse change 122.21 123.2 I 
Impact on falr value of 20% adverse change 141.61 I 45.7 I 

Expected credlt losses (annual rate) 5.21% 7.41% 
Impact on falr value of 10% adverse change 123. o I I 36. s I 
Impact on falr value of 20% adverse change I 46. o I I 72. 9 I 

Dlscount rate on resldual cash flews (annual rate) 9.00% 11.00% 
Impact on falr value of 10% adverse change I 3. o I I 3. o I 
Impact on falr value of 20% adverse change I 6.1 I I 6. o I 

Varlable returns to lnvestors (annual rate) 5.09% 3.53% 
Impact on falr value of 10% adverse change 123.31 I 19.3 I 
Impact on falr value of 20% adverse change I 46. 61 I 38.1 I 

</TABLE> 

These sensltlvltles are hypothetlcal and should not be consldered to be 
predlctlve of future performance. As the flgures lndlcate, the change ln falr 
value based on a 10 percent varlatlon ln assumptlons cannot necessarlly be 
extrapolated because the relatlonshlp of the change ln assumptlon to the change 
ln falr value may not be llnear. Also, ln thls table, the effect of a varlatlon 
ln a partlcular assumptlon on the falr value of the resldual cash flow lS 
calculated lndependently from any change ln another assumptlon. In reallty, 
changes ln one factor may contrlbute to changes ln another (for example, 
lncreases ln market lnterest rates may result ln lower prepayments) whlch mlght 
magnlfy or counteract the sensltlvltles. Furthermore, the estlmated falr values 
as dlsclosed should not be consldered lndlcatlve of future earnlngs on these 
assets. 

Statlc pool credlt losses are calculated by summlng actual and proJected future 
credlt losses and dlvldlng them by the orlglnal balance of each pool of asset. 
Due to the short term revolvlng nature of MasterCard and Vlsa, personal 
non-credlt card and prlvate label recelvables, the welghted-average percentage 
of statlc pool credlt losses lS net consldered to be materlally dlfferent from 
the welghted-average charge-off assumptlons used ln determlnlng the falr value 
of our lnterest-only strlp recelvables ln the table above. At December 31, 2001, 
statlc pool credlt losses for aute flnance loans securltlzed ln 2001 were 

Auto 
Flnance 

<C< 

$2,573.9 
84.9 

111.9 

$1,912.6 
60.7 

80.4 

Prlvate 
Label 

<C> 

55.1 
.79 

69.66% 
I 5. 4 I 
I 9. 2 I 
5. 49% 
I 8. 4 I 

I 16. 9 I 
10.00% 

I o. 3 I 
I o. 7 I 
4. 62% 
I 7. 5 I 

I 14. 9 I 

Real Estate 
Secured 

<C< 

12.0 

67.5 

18.5 

81.5 

Page 41 of 64 

Total 

<C> 

5,458.6 
405.3 

1,307.4 

6,975.0 
37 4. 4 

1,042.2 

Auto 
Flnance 

Real Estate 
Secured 

<C> <C> 

285.7 24.8 
1. 87 1. 53 

38.90% 25.95% 
126.21 $ I 1. 4 I 
15 9. 9 I 12.8 I 
6.83% 1. 55% 

125 .1 I I 1. 4 I 
15 o .1 I 12.7 I 
10.00% 13.00% 

I 6. 9 I $ I o. s I 
I 13. 61 I 1. o I 
5.42% 3.58% 
I o. 2 I 13.3 I 
I o. 3 I I 6.5 I 
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estlmated to be 10.0 percent and for auto flnance loans securltlzed ln 2000 were 
estlmated to be 11.0 percent. 
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Recelvables lnformatlon by product lncludlng dellnquency and net charge-offs for 
our managed and servlced wlth llmlted recourse portfollos were as follows: 

<TABLE> 
<CAPTION> 

In mllllons 
At December 31 

<S< 
Managed recelvables: 

Real estate secured 
Au to f lnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 
Commerclal and other 

Total managed recelvables 

Recelvables servlced wlth llmlted recourse: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total recelvables servlced wlth llmlted 

Owned consumer recelvables 

</TABLE< 
<TABLE> 
<CAPTION> 

Recel vables 
Outstandlng 

<C< 

44,718.6 
6,395.5 

17,395.2 
13,813.9 
17,992.6 

100,315.8 
506.9 

$100,822.7 

(861.8) 
(4,026.6) 
(9,254.0) 
(2, 150. 0) 
(4,655.6) 

(20, 948. 0) 

$ 79,874.7 

2001 

Dellnquent 
Recelvables 

<C< 

2.68% 
3.16 
4.10 
5.48 
8.87 

4.46 
1. 58 

4.44% 

5.00% 
3.29 
2.73 
2.69 
8.36 

4.18 

4.53% 

Recelvables 
Outstandlng 

<C< 

36,637.5 
4,563.3 

17,583.4 
11,997.3 
16,227.3 

87,008.8 
598.6 

87,607.4 

(1,457.8) 
(2,712.7) 
(9,529.8) 
(1,650.0) 
(4,899.2) 

(20,249.5) 

67,357.9 

2000 

Dellnquent 
Recel vables 

<C< 

2.63% 
2.55 
3.49 
5.48 
7. 97 

4.20 
2.10 

4.18% 

4.01% 
2. 61 
2.30 
4.72 
7.90 

4.02 

4.26% 

2001 2000 

In mllllons 
At December 31 

Average 
Recel vables 

Net 
Charge-offs 

<S> <C> <C> 
Managed recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Total consumer 
Commerclal and other 

card 

Total managed recelvables 

Recelvables servlced wlth llmlted recourse: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total recelvables servlced wlth llmlted 

Owned consumer recelvables 

</TABLE> 

40,049.6 
5,323.5 

17,282.8 
12,260.6 
17,013.8 

91,930.3 
554.9 

92,485.2 

(1,199.2) 
(3, 004. 4) 
(9,144.6) 
(1,744.2) 
(4,527.8) 

I 19, 62 o. 2) 

72,865.0 

We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore, the recelvables 
and the related debt remaln on our balance sheet. Real estate recelvables 
lncluded closed-end real estate secured recelvables totallng $1.7 bllllon at 
December 31, 2001 and $.4 bllllon at December 31, 2000 whlch secured the 
outstandlng debt related to these transactlons. 

6. Propertles and Equlpment, Net 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Land 

2001 

<C> 
8 .1 

.53% 
5.31 
6.63 
5.18 
6.79 

3.73 
2.10 

3.72% 

.70% 
6. 32 
5.27 
2.72 
6.74 

5.26 

3.32% 

<C> 

Average 
Recelvables 

<C> 

2000 

8 .1 

32,530.2 
3,842.3 

16,111.2 
11,194.2 
14,760.8 

78,438.7 
693.5 

79,132.2 

(1,847.6) 
(2, 023.5) 
(8,984.7) 
(1,212.5) 
(4,566.1) 

(18,634.4) 

60,497.8 

<C> 

Net 
Charge-offs 

<C> 

.45% 
4.80 
5.58 
5.35 
6.97 

3.64 
2.69 

3.63% 

.90% 
6.16 
4.81 
5.42 
6.86 

5.11 

3.18% 

Depreclable 
Llfe 
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Bulldlngs and lmprovements 
Furnlture and equlpment 

Total 
Accumulated depreclatlon and amortlzatlon 

Propertles and equlpment, net 

</TABLE< 
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574.7 
878. 4 

1,461.2 
930.1 

531.1 

Depreclatlon and amortlzatlon expense totaled $139.7 mllllon ln 2001, $135.8 
mllllon ln 2000 and $130.4 mllllon ln 1999. 

7. Deposl ts 

<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 
At December 31 

<S< 
Domestlc 
Tlme certlflcates 
Savlngs accounts 
Demand accm.1nts 

Total domestlc deposlts 

Forelgn 
Tlme certlflcates 
Sc=Jvlngs ArrrnJnts 

Demand accoWl.ts 

Total forelgn deposlts 

Total deposlts 

</TABLE> 

<C< 

Amount 

6,000.7 
33.7 
36.3 

6,070.7 

316.0 
54. 1 

121.5 

491.6 

6,562.3 

2001 

Welghted
Average 

Rate 

<C< 

6.8% 
2.1 

. 4 

6.7 

5.7 
3.1 
3.9 

5.0 

6.6% 

At December 31, 2001, domestlc tlme certlflcates lncluded carrylng value 
adJustments totallng $24.7 mllllon relatlng to derlvatlve flnanclal lnstruments. 

Average deposlts and related welghted-average lnterest rates were as follows: 

<TABLE> 
<CAPTION> 

All dollar amounts are 
stated ln mllllons. 

Year ended December 31 

<S> 
Domestlc 
Tlme certlflcates 
Savlngs and demand accounts 

Total domestlc deposlts 

Forelgn 
Tlme certlflcates 
Savlngs and demand accounts 

Total forelgn deposlts 

Total deposlts 

</TABLE> 

Average 
Deposl ts 

<C> 

6,468.5 
119.7 

6,588.2 

1,172.8 
192.2 

1' 3 65 . 0 

7,953.2 

2001 

Welghted
Average 

Rate 

<C> 

6.5% 
. 6 

6.4 

5.7 
4.5 

5.5 

6.3% 

Average 
Deposlts 

<C> 

6,278.4 
53.2 

6,331.6 

1,243.7 
182.2 

1,425.9 

7,757.5 

Interest expense on total deposlts was $498.6 mllllon ln 2001, $484.0 mllllon 
2000 and $168.4 mllllon ln 1999. Interest expense on domestlc deposlts was 
$423.7 mllllon ln 2001, $419.7 mllllon ln 2000 and $113.4 mllllon ln 1999. 

Maturltles of tlme certlflcates ln amounts of $100,000 or more were: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2001 

<S> 
3 months or less 
Over 3 months through 6 months 
Over 6 months through 12 months 
Over 12 months 

Total 

Domestlc 

<C> 
29.0 
17.9 
41. 9 

143.3 

232.1 

519.6 
844.5 

1,372.2 
85 4. 6 

517.6 

<C< 

2000 

Welghted
Average 

Rate 

<C> 

6. 7% 

1.5 

6.6 

4.5 
4.5 

4.5 

6. 2% 

Page 43 of64 

10 - 40 years 
3 - 10 

Amount 

6,925.3 
25. 0 
14.6 

6,964.9 

1,529.5 
Sfi.? 

126.3 

1,712.0 

8,676.9 

Average 
Deposlts 

<C> 

$1,857.0 
12.1 

1,869.1 

967.7 
200.5 

1,168.2 

$3,037.3 

2000 

Welghted
Average 

Rate 

<C< 

6. 7% 

2.9 
2.1 

6. 7 

6.1 
3.? 

5 .1 

5.9 

6. 5% 

1999 

Welghted
Average 

Rate 

<C> 

6.1% 
1.4 

6.1 

4.8 
4.4 

4.7 

5. 5% 

Forelgn Total 

<C> <C> 
211.0 240.0 

30.2 48.1 
39.3 81.2 
35. 4 178.7 

315.9 548.0 
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</TABLE< 

Contractual maturltles of tlme certlflcates wlthln each lnterest rate range were 
as follows: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2001 2002 2003 2004 2005 

<S> <C> <C> <C> <C> 

71.8 28.7 
Interest Rate 
Less-than 4.00% 
4.00% - 5.99% 
6.00%- 7.99% 

427.9 187.9 123.4 16.5 
1,525.8 1,090.7 1,404.8 820.8 

Total $ 2,025.5 

</TABLE> 
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8. Commerclal Paper, Bank and Other Borrowlngs 
<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
2001 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 
Welghted-average lnterest rate: 

At YPAr-Pnrl 

Pald durlng year 

2000 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 
Welghted-average lnterest rate: 

At year-end 
Pald durlng year 

1999 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 
Welghted-average lnterest rate: 

At year-end 
Pald durlng year 

</TABLE> 

1,307.3 1,528.2 837.3 

Commerclal 
Paper 

<C> 

9,141.2 

9,221.1 

?.0% 
4.1 

9,371.5 

9,828.7 

6.6% 
6. 3 

8,822.2 

8,620.3 

5.6% 
5.2 

Outstandlng balances at December 31, 2001, 2000 and 1999 lncluded commerclal 
paper obllgatlons of forelgn subsldlarles of $374.7 mllllon, $360.9 mllllon and 
$359.4 mllllon, respectlvely, and bank and other borrowlngs of $713.6 mllllon, 
$722.3 mllllon and $903.1 mllllon, respectlvely. 

Interest expense for commerclal paper, bank and other borrowlngs totaled $463.2 
mllllon, $737.7 mllllon and $522.5 mllllon for 2001, 2000 and 1999, 
respectlvely. 

<C> 

We malntaln varlous bank credlt agreements prlmarlly to support commerclal paper 
borrowlngs. At December 31, 2001 and 2000, we had commltted back-up llnes and 
other bank llnes of $13.6 bllllon and $13.0 bllllon, respectlvely, of whlch 
$12.8 bllllon and $12.3 bllllon, respectlvely, were unused. Formal credlt llnes 
are revlewed annually and explre at varlous dates from 2002 to 2006. Borrowlngs 
under these llnes generally are avallable at a surcharge over LIBOR. None of 
these llnes contaln materlal adverse change clauses whlch could restrlct 
avallablllty. Annual commltment fee requlrements to support avallablllty of 
these llnes at December 31, 2001 totaled $10.7 mllllon. 

9. Senlor and Senlor Subordlnated Debt (Wlth Orlglnal Maturltles Over One Year) 
<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Senlor Debt 
Zero-coupon convertlble debt securl tles; due 
3.50% to 4.99%; due 2002 to 2009 
5.00% to 6.49%; due 2002 to 2013 
6. 50% to 6.99%; due 2002 to 2013 
7.00% to 7.49%; due 2002 to 2023 
7.50% to 7.99%; due 2002 to 2019 
8.00% to 8.99%; due 2002 to 2010 
9.00% and greater; due 2001 

2021 

Varlable lnterest rate debt; 1. 89% to 3.53%; 
due 2002 to 2034 

2006 

<C> 

18.5 
189.6 

208.1 

Bank and 
Other 

Borrowlngs 

<C> 

2,883.1 

2,240.1 

?.fi% 

3.9 

1,416.4 

2,099.7 

6.6% 
5.5 

1,955.6 

1,426.7 

5. 6% 
5.0 

<C> 

2001 

1,004.2 
1,679.4 

13,223.6 
8,368.1 
4,679.5 
4,695.3 
3,711.9 

19,383.1 

There
after 

46.8 
363.5 

410.3 

Total 

<C> 

<C> 

100.5 
821.0 

5,395.2 

6,316.7 

Total 

12,024.3 
13,926.4 
11,461.2 

? .?% 

4.0 

10,787.9 
12,581.6 
11,928.4 

6.6% 
6.2 

10,777.8 
11,454.6 
10,047.0 

5. 6% 
5.2 

<C> 

2000 

11.5 
10,169.2 

4,203.6 
4,959.3 
4,173.5 
3,892.5 

253.3 

17,244.2 
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Senlor Subordlnated Debt 
6.50% to 8.45%; due 2002 to 2003 
Unamortlzed dlscount 

Total senlor and senlor subordlnated debt 

</TABLE< 

Senlor and senlor subordlnated deLt lncluded $1.5 bllllon of debt secured by 
$1.7 bllllon of real estate secured recelvables at December 31, 2001. At 
December 31, 2000, senlor and senlor subordlnated debt lncluded $.4 bllllon of 
debt secured by $.4 bllllon of real estate secured recelvables. 
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At December 31, 2001, senlor and senlor subordlnated debt also lncluded carrylng 
value adJustments totallng $391.1 mllllon relatlng to derlvatlve flnanclal 
lnstruments and a forelgn currency translatlon adJustment of $(356.6) mllllon 
relatlng to our forelgn denomlnated debt. 

Welghted-average lnterest rates were 5.1 and 6.9 percent at December 31, 2001 
and 2000, Interest expense for senlor and senlor subordlnated debt 
was $3,212.0 mllllon, .2 mllllon and $2,085.7 mllllon for 2001, 2000 and 
1999, respectlvely. The most restrlctlve flnanclal covenant contalned ln the 
terms of our debt agreements are the malntenance of a mlnlmum shareholders' 
equlty of $2.0 bllllon for Househcld Internatlonal, Inc., and the malntenance of 
a mlnlmum shareholder's equlty of $3.6 bllllon for Household Flnance Corporatlon 
( "HFC"), a wholly owned subsldlary of Household. Debt denomlnated ln a forelgn 
currency lS lncluded ln the appllcable rate category based on the effectlve U.S. 
dollar equlvalent rate as summarlzed ln Note 10. 

In August 2001, the parent company lssued zero-coupon convertlble debt 
securltles. The convertlble debt securltles are due 2021, have a 1 percent yleld 
to maturlty and have a prlnclpal amount at maturlty of approxlmately $1.2 
hl lll on. IATP mllst pAy rontl ngPnt l ntPrPst on thP sPrllrl tl PS hPCJl nnl ng l n ?000 l f 

our common stock prlce reaches certaln levels. The holders of the securltles 
have the rlght to requlre us to repurchase the securltles on varlous dates 
beglnnlng ln August 2002 and endlng ln August 2016 or lf certaln "fundamental 
changes" as descrlbed ln the prosr=:ectus supplement occur. "Fundamental changes" 
lnclude, among other thlngs, an exchange offer, llquldatlon, merger and 
recapltallzatlon. The holders of the securltles may convert each $1,000 of 
securltles, subJect to adJustment, lnto 9.022 shares of Household common stock 
lf our stock prlce reaches $99.87 for 20 tradlng days ln a consecutlve 30 
tradlng day perlod. We may redeem the securltles, ln whole or ln part, at any 
tlme after August 1, 2006. 

Maturltles of senlor and senlor subordlnated debt were: 

<TABLE> 
In mllllons. 
At December 31, 2001 

<S< 
2002 
2003 
2004 
2005 
2006 
Thereafter 

Total 

</TABLE< 

<C< 
10,492.5 

9,980.0 
5,800.9 
5,970.0 
6,652.0 

17,928.2 

$ 56,823.6 

10. Derlvatlve Flnanclal Instruments and Concentratlons of Credlt Rlsk 

In the normal course of buslness and ln connectlon wlth our asset/llablllty 
management program, we enter lnto varlous transactlons lnvolvlng derlvatlve 
flnanclal lnstruments. These lnstruments prlmarlly are used to manage our 
exposure to fluctuatlons ln lnterest rates and currency exchange rates. We do 
not serve as a flnanclal lntermedlary to make markets ln any derlvatlve 
flnanclal lnstruments. We have a comprehenslve program to address potentlal 
flnanclal rlsks such as llquldlty, lnterest rate, currency and credlt rlsk. The 
Flnance Commlttee of the Board of Dlrectors sets acceptable llmlts for each of 
these rlsks annually and revlews the llmlts semlannually. For further 
lnformatlon on our strategles for managlng lnterest rate and forelgn exchange 
rate rlsk, see the "Rlsk Management" sectlon wlthln our Management's Dlscusslon 
and Analysls of Flnanclal Condltlcn and Results of Operatlons. 

55 

<PAGE> 

ObJectlves for Holdlng Derlvatlve Flnanclal Instruments We generally fund our 
assets wlth llabllltles that have slmllar lnterest rate features. Over tlme, 
however, customer demand for our recelvable products shlfts between flxed rate 
and floatlng rate products, based on market condltlons and preferences. These 
shlfts result ln dlfferent fundlng strategles and produce dlfferent lnterest 
rate rlsk exposures. We malntaln an overall rlsk management strategy that 
varlety of lnterest rate and currency derlvatlve flnanclal lnstruments to 
mltlgate our exposure to fluctuatlons caused by changes ln lnterest rates and 

179.1 
I 1 oo. 6 I 

$ 56,823.6 

25 9. 7 
1113.8 I 

$ 45,053.0 
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currency exchange rates. We manage our exposure to lnterest rate rlsk prlmarlly 
through the use of lnterest rate swaps, but also use forwards, futures, optlons, 
and other rlsk management lnstruments. We manage our exposure to currency rlsk 
prlmarlly through the use of currency swaps. We do not speculate on lnterest 
rate or forelgn currency market exposure and we do not use exotlc or leveraged 
derlvatlve flnanclal lnstruments. 

Interest rate swaps are contractual agreements between two counterpartles for 
the exchange of perlodlc lnterest payments generally based on a notlonal 
prlnclpal amount and agreed-upon flxed or floatlng rates. The maJOrlty of 
lnterest rate swaps are used to manage our exposure to changes ln lnterest rates 
by convertlng floatlng rate assets or debt to flxed rate or by convertlng flxed 
rate assets or debt to floatlng rate. We have also entered lnto currency swaps 
to convert both prlnclpal and lnterest payments on debt lssued from one currency 
to the approprlate functlonal currency. 

Forwards and futures are agreements between two partles, commlttlng one to sell 
and the other to buy a speclflc quantlty of an lnstrument on some future date. 
The partles agree to buy or sell at a speclfled prlce ln the future, and thelr 
proflt or loss lS determlned by the dlfference between the arranged prlce and 
the level of the spot prlce when the contract lS settled. We have both lnterest 
rate and forelgn exchange rate forward contracts and lnterest rate futures 
contracts. We use forelgn exchange rate forward contracts to reduce our exposure 
to forelgn currency exchange rlsk. Interest rate forward and futures contracts 
are used to hedge resets of lnterest rates on our floatlng rate assets and 
llabllltles. Cash requlrements for forward contracts lnclude the recelpt or 
payment of cash upon the sale or ~urchase of the lnstrument. 

Purchased optlons grant the purchaser the rlght, but not the obllgatlon, to 
elther purchase or sell a flnanclal lnstrument at a speclfled prlce wlthln a 
speclfled perlod. The seller of the optlon has wrltten a contract whlch creates 
an obllgatlon to elther sell or purchase the flnanclal lnstrument at the 
agreed-upon prlce lf, and when, the purchaser exerclses the optlon. We use caps 
to llmlt the rlsk assoclated wlth an lncrease ln rates and floors to llmlt the 
rlsk assoclated wlth a decrease ln rates. 

Market and Credlt Rlsk By utlllzlng derlvatlve flnanclal lnstruments, we are 
PxposPrl to vArylng rlPgrPPS of rrPrllt Anrl mArkPt rlsk. 

Market rlsk lS the posslblllty that a change ln lnterest rates or forelgn 
exchange rates Wlll cause a flnanclal lnstrument to decrease ln value or become 
more costly to settle. We mltlgate thls rlsk by establlshlng llmlts for 
posltlons and other controls. 

Credlt rlsk lS the posslblllty that a loss may occur because the counterparty to 
a transactlon falls to perform accordlng to the terms of the contract. We 
control the credlt (or repayment) rlsk ln derlvatlve lnstruments through 
establlshed credlt approvals, rlsk control llmlts and ongolng monltorlng 
procedures. Our exposure to credlt rlsk for futures lS llmlted as these 
contracts are traded on organlzed exchanges. Each day, changes ln futures 
contract values are settled ln cash. In contrast, swap agreements and forward 
contracts have credlt rlsk relatlng to the performance of the counterparty. 
Addltlonally, certaln swap agreements requlre that payments be made to, or 
recelved from, the counterparty when the falr value of the agreement reaches a 
certaln level. Derlvatlve flnanclal lnstruments are generally expressed ln terms 
of notlonal prlnclpal or contract amounts whlch are much larger than the amounts 
potentlally at rlsk for nonpayment by counterpartles. We have never suffered a 
loss due to counterparty fallure. 
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Falr Value and Cash Flow Hedges To manage our exposure to changes ln lnterest 
rates, we enter lnto lnterest rate swap agreements and currency swaps whlch have 
been deslgnated as falr value or cash flow hedges under FAS No. 133. The 
crltlcal terms of lnterest rate swaps are deslgned to match those of the hedged 
ltems, enabllng the appllcatlon of the shortcut method of accountlng as deflned 
by FAS No. 133 for 92 percent of the notlonal amounts of such lnterest rate 
swaps. To the extent that the crltlcal terms of the hedged ltem and the 
derlvatlve are not ldentlcal, hedge lneffectlveness lS reported ln earnlngs 
durlng the current perlod as a component of other lncome. Although the crltlcal 
terms of currency swaps are deslgned to match those of the hedged ltems, FAS No. 
133 does not allow shortcut method accountlng for thls type of hedge. Therefore, 
there may be mlnlmal lneffectlveness whlch lS reported ln current perlod 
earnlngs. 

Falr value hedges lnclude lnterest rate swaps whlch convert our flxed rate debt 
or assets to varlable rate debt or assets and currency swaps whlch convert debt 
lssued from one currency lnto pay varlable debt of the approprlate functlonal 
currency. Hedge lneffectlveness assoclated wlth falr value hedges was a galn of 
$.1 mllllon, net of tax, ln 2001 and was recorded as other lncome. Durlng 2001, 
all of our falr value hedges were assoclated wlth debt. At December 31, 2001, we 
had recorded falr value adJustments for open falr value hedges whlch decreased 
the carrylng value of our debt by $85.7 mllllon. 

Cash flow hedges lnclude lnterest rate swaps whlch convert our varlable rate 
debt or assets to flxed rate debt or assets and currency swaps whlch convert 
debt lssued from one currency lntc pay flxed debt of the approprlate functlonal 
currency. At December 31, 2001, we had $699.1 mllllon of losses on derlvatlve 
lnstruments deslgnated as cash flew hedges, net of taxes, ln accumulated other 
comprehenslve lncome. We expect $392 mllllon of currently unreallzed net losses, 
after taxes, Wlll be reclasslfled to earnlngs wlthln one year, however, these 
unreallzed losses Wlll be offset Ly decreased lnterest expense assoclated wlth 
the varlable cash flows of the hedged ltems and Wlll result ln no net economlc 
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lmpact to our earnlngs. Hedge lneffectlveness assoclated wlth cash flow hedges 
reported ln 2001 ln the other lnccme llne was lmmaterlal. 

At December 31, 2001, $97.2 mllllcn of derlvatlve lnstruments, at falr value, 
were recorded ln other assets and $1,615.4 mllllon ln other llabllltles. 

Deferred galns resultlng from termlnatlon of derlvatlves were $551.7 mllllon and 
$44.1 mllllon and deferred losses from termlnatlon of derlvatlves were $72.1 
mllllon and $63.0 mllllon at December 31, 2001 and 2000, respectlvely. 
Amortlzatlon of net deferred galns totaled $43.6 mllllon ln 2001 and $14.8 
mllllon ln 2000. The welghted-average amortlzatlon perlod assoclated wlth the 
deferred galns was 6.2 years and 5.1 years at December 31, 2001 and 2000, 
respectlvely. The welghted-average amortlzatlon perlod for the deferred losses 
was 5.3 years and 5.8 years at December 31, 2001 and 2000, respectlvely. At 
December 31, 2001, net deferred galns and losses lncreased the carrylng value of 
our deposlts and senlor and senlor subordlnated debt by $24.7 mllllon and $476.8 
mllllon, respectlvely, and decreased accumulated other comprehenslve lncome by 
$21.9 mllllon. 

Hedges of Net Investments ln Forelgn Operatlons We use forward-exchange 
contracts to hedge our net lnvestments ln forelgn operatlons. The purpose of 
these hedges lS to protect agalnst adverse movements ln exchange rates. For the 
year ended December 31, 2001, $8.9 mllllon of net galns, net of tax, related to 
these derlvatlves were lncluded ln accumulated other comprehenslve 

Non-Quallfylng Hedglng Actlvltles We use forward rate agreements, lnterest rate 
caps, exchange traded futures, and some lnterest rate swaps whlch were not 
deslgnated as hedges under FAS No. 133. These flnanclal lnstruments are economlc 
hedges that are not llnked to speclflc assets and llabllltles that appear on our 
balance sheet and do not quallfy for hedge accountlng. The prlmary purpose of 
these derlvatlves lS to mlnlmlze cur exposure to changes ln lnterest rates. 
Durlng 2001, we recognlzed $.2 mllllon, net of tax, ln net falr value losses on 
derlvatlves whlch were not deslgnated as hedges. These losses were reported as 
other lncome. 

57 

<PAGE> 

Derlvatlve Flnanclal Instruments The followlng table summarlzes derlvatlve 
flnanclal lnstrument actlvlty ln 2001, 2000 and 1999: 
<TABLE> 
<CAPTION> 

Exchange Traded Non-Exchange Traded 

In mllllons. 

<S< 
1999 
Notlonal amount, 1998 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles (1) 

Notlonal amount, 1999 

Falr value, 1999 (2) 

2000 
Notlonal amount, 1999 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles I 1 I 

Notlonal amount, 2000 

Falr value, 2000 (2) 

2001 
Notlonal amount, 2000 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles (1) 

Notlonal amount, 2001 

Falr value, 2001 (2): 
Falr value hedges 
Cash flow hedges 
Non-hedglng derlvatlves 

Total 

</TABLE< 

Interest Rate 
Futures Contracts 

<C< 

Purchased 

70.0 
5,743.0 

11,013.01 

14,700.01 

100.0 

I .1 I 

100.0 
21,715.0 
11,494.01 

120,321.01 

$ 36,675.0 
121,850.01 

113,406.01 

1,419.0 

. 4 

. 4 

Sold Purchased 

<C> <C> 

544.0 
14,725.01 1,158.0 

25.0 1949.01 

4,700.0 IS o. o I 

703.0 

703.0 
$120,321.01 1,300.0 

11,403.01 
I 600. o I 

20,321.0 

$122,706.01 $ 4,750.0 
300.0 

12,750.01 
13,406.0 

$ 19,000.01 $ 2,000.0 

13. 4 I . 4 

13. 4 I . 4 

Optlons 

Wrltten 

<C< 

IS o. o I 

50.0 

I 300. o I 

300.0 

Interest 
Rate Swaps 

<C< 

13,715.6 
18,734.2 
12,894.51 
11,796.41 

$ 27,758.9 

I 125.3 I 

$ 27,758.9 
15,451.0 

113,733.01 
13,768.61 

$ 25,708.3 

25 8. 8 

25,708.3 
22,259.0 
I 7, 651.3 I 
19,832.71 

$ 30,483.3 

I 152. 9 I 
I 348 .1 I 

3.4 

<C< 

Currency 
Swaps 

4,406.3 
2,070.2 

I 723. 8 I 
I 80. o I 

$ 5' 67 2. 7 

I 319.2 I 

5' 67 2. 7 
3,047.4 

1767.21 
I 655. o I 

$ 7,297.9 

I 532. 9 I 

7,297.9 
2,481.6 

I 919. s I 
I 165. 61 

$ 8,694.4 

67.2 
11,084.61 

1497.61 $11,017.41 
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<TABLE> 
<CAPTION> 

Non-Exchange Traded 

In mllllons. 

<S< 
1999 
Notlonal amount, 1998 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles (1) 

Notlonal amount, 1999 

Falr value, 1999 (2) 

2000 
Notlonal amol..lilt, 1999 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles I 1 I 

Notlonal amount, 2000 

Falr value, 2000 (2) 

2001 
Notlonal amol..lilt, 2000 
New contracts 
Matured or explred contracts 
1'Prml nc=JtPrl rontrc=Jrts 
In-substance maturltles I 1 I 

Notlonal amount, 2001 

Falr value, 2001 (2): 
Falr value hedges 
Cash flow hedges 
Non-hedglng derlvatlves 

Total 

</TABLE< 

<C< 

Forelgn Exchange 
Rate Contracts 

Purchased Sold 

<C< 

9.8 (1,249.91 
2,089.9 (1,479.31 

( 116.61 171.5 
I 18. B I 13.8 

(1,846.21 1,846.2 

118 .1 1697.7 I 

. 5 4.9 

118 .1 1697.7 I 
1,828.9 (1,798.31 

( 85. 61 398.6 

(1,852.31 1,852.3 

9 .1 1245 .1 I 

. 3 I 2. B I 

9 .1 1245 .1 I 
9,347.4 (10,325.01 

(51. 31 172.5 

19,196.11 9,196.1 

109.1 $ (1,201.51 

2.5 I 1. 3 I 

2.5 I 1. 3 I 

Interest Rate 
Forward Contracts 

Purchased Sold 

<C< <C< 

2,261.9 I 87. o I 
6,946.7 (1,242.01 

(5,759.41 666.4 
(207.71 593.4 

$ 3,241.5 I 69.2 I 

6.4 

$ 3,241.5 I 69.2 I 
4,158.3 1163 .1 I 

(6,818.51 232.3 
I 133. 4 I 

447.9 

(. 31 

447.9 
2,074.5 

(1,991.41 
(31 . 4 I 

499.6 

I 1. 61 

I 1. 61 

(1) Represent contracts termlnated as the market executlon technlque of closlng 
the transactlon elther (a) JUSt prlor to maturlty to avold dellvery of the 
underlylng lnstrument or (b) at the maturlty of the underlylng ltems belng 
hedged. 

(2) (Bracketed) unbracketed amounts represent amounts to be (pald) recelved by 
us had these posltlons been closed out at the respectlve balance sheet 
date. Bracketed amounts do net necessarlly represent rlsk of loss as the 
falr value of the derlvatlve flnanclal lnstrument and the ltems belng 
hedged must be evaluated together. See Note 14, "Falr Value of Flnanclal 
Instruments," for further dlscusslon of the relatlonshlp between the falr 
value of our assets and llabllltles. 
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We operate ln three functlonal currencles, the U.S. dollar, the Brltlsh pound 
and the Canadlan dollar. The U.S. dollar lS the functlonal currency for 
exchange-traded lnterest rate futures contracts and optlons. Non-exchange traded 
lnstruments are restated ln U.S. dollars by country as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 

<S< 
1999 
Unlted States 
Canada 
Unlted Klngdom 

2000 
Unlted States 
Canada 
Unl ted Klngdom 

2001 
Unlted States 

<C< 

Interest 
Rate 

Swaps 

25,91E.7 
374.1 

1,468.1 

$ 27,758.9 

23,734.5 
274.8 

1,699.0 

$ 25,708.3 

$ 28,405.2 

Currency 
Swaps 

<C< 

4,258.2 
223.0 

1,191.5 

$ 5' 67 2. 7 

5,751.6 
121. 0 

1,425.3 

$ 7,297.9 

$ 7,259.8 

Purchased 

<C< 

113.0 
5 .1 

$ 118.1 

6.7 
2.4 

9 .1 

$ 109.1 

Forelgn Exchange 
Rate Contracts 

Sold 

<C< 

I 697.7 I 

I 697.7 I 

I 245 .1 I 

I 245 .1 I 

$ 11,199.51 

Caps and 
Floors 

<C< 

3,037.8 
2,089.4 

1442 .1 I 
(1,231.11 

$ 3,454.0 

4.8 

$ 3,454.0 
2,550.6 

(3,019.71 
1309. 4 I 

$ 2,675.5 

(2. 7 I 

$ 2,675.5 
3,481.8 

(2,297.71 
I R4 7. 0 I 

$ 3,012.6 

I. 2 I 

I. 2 I 

Interest Rate 
Forward Contracts 

Purchased 

<C< 

245.5 
2,996.0 

3, 241.5 

313.5 
134. 4 

447.9 

Sold 

<C< 

$I 67.61 
11.61 

$169.21 
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Canada 
Unl ted Klngdom 

287.5 
1,790.6 1,434.6 

I 2. o I 

$ 30,483.3 $ 8,694.4 $ 109.1 $ (1,201.5) 

</TABLE< 

The table below reflects the ltems hedged uslng lnterest rate swaps at December 
31, 2001. The crltlcal terms of the lnterest rate swap have been deslgned to 
match those of the related asset cr llablllty. 
<TABLE> 
<CAPTION> 

In mllllons. 

<S< 
Investment securltles 
Commerclal paper, bank and other Lorrowlngs 
Senlor and senlor subordlnated deLt 

Total ltems hedged uslng lnterest rate swaps 

</TABLE< 

The followlng table summarlzes thE maturltle5 and related welghted-average 
recelve/pay rates of lnterest rate swaps outstandlng at December 31, 2001: 
<TABLE> 
<CAPTION> 

All dollar amounts are 
stated ln mllllons. 

<S< 
Pay a flxed rate/recelve 

floatlng rate: 

2002 2003 2004 

<C< <C> <C> <C> 
a 

2005 

Notlonal value 9,955.7 8,228.7 763.1 $1,040.2 
IA7Pl ghtPrl-AVPL"lCJP rPCCPlVP rc=JtP ? . 1 R~ ?.44~ ? . g1 ~ l.fin 

Welghted-average 5.47 4.99 5.20 6.02 
Pay a floatlng 

a flxed rate: 
Notlonal value 95.7 10.2 247.5 
Welghted-average recelve rate 6. 69% 4.96% 5.91% 
Welghted-average pay rate 2.09 2.04 2.60 

Total notlonal value $10,051.4 $ 8,228.7 773.3 $1,287.7 

Total welghted-average rates 
on swaps: 
Recelve rate 
Pay rate 

</TABLE> 

2.23% 
5.44 

2.44% 
4.99 

2.93% 
5.15 

4.06% 
5.37 

The floatlng rates that we pay or recelve are based on spot rates from 
lndependent market sources for the lndex contalned ln each lnterest rate swap 
contract, whlch generally are based on elther 1-, 3- or 6-month LIBOR. These 
current floatlng rates are dlfferent than the floatlng rates ln effect when the 
contracts were lnltlated. Changes ln spot rates lmpact the varlable rate 
lnformatlon dlsclosed above. However, these changes ln spot rates also lmpact 
the lnterest rate on the underlylng assets or llabllltles. We use derlvatlve 
flnanclal lnstruments to hedge the lnterest rate lnherent ln balance sheet 
assets and llabllltles, whlch manages the volatlllty of net lnterest margln 
resultlng from changes ln lnterest rates on the underlylng hedged ltems. Had we 
not utlllzed these lnstruments, ohned net lnterest margln would have lncreased 
by 13 basls polnts ln 2001, decreased by 5 basls polnts ln 2000 and lncreased by 
1 basls polnt ln 1999. 
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Concentratlons of Credlt Rlsk A ccncentratlon of credlt rlsk lS deflned as a 
slgnlflcant credlt exposure wlth an lndlvldual or group engaged ln slmllar 
actlvltles or affected slmllarly Ly economlc condltlons. 

Because we prlmarlly lend to consumers, we do not have recelvables from any 
lndustry group that equal or exceed 10 percent of total managed recelvables at 
December 31, 2001 and 2000. We lend natlonwlde, wlth the followlng geographlc 
areas comprlslng more than 10 percent of total managed domestlc recelvables at 
December 31, 2001: Callfornla-15 ~ercent; Southwest (AZ, AR, LA, NM, OK, TX)-11 
percent; Mldwest (IL, IN, IA, KS, MI, MN, MO, NE, ND, OH, SD, WI)-22 percent; 
Mlddle Atlantlc (DE, DC, MD, NJ, FA, VA, WV)-14 percent; Northeast (CT, ME, MA, 
NH, NY, RI, VT)-11 percent; and Southeast (AL, FL, GA, KY, MS, NC, SC, TN)-18 
percent. 

11. Company Obllgated Mandatorlly Redeemable Preferred Securltles of Subsldlary 
Trusts 

The followlng table summarlzes our company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts ("Preferred Securltles") and the 
related Junlor Subordlnated Notes: 
<TABLE> 
<CAPTION> 

<C> 

499.6 

499.6 

<C< 

Page 49 of64 

22.7 

3,012.6 

16.8 
618.2 

29,848.3 

30,483.3 

2006 2007 Thereafter Total 

140.5 
5.88% 
2 .18 

140.5 

5.88% 
2.18 

<C> 

$1,479.2 
7. 45% 
3. 92 

$1,479.2 

7. 45% 
3. 92 

<C> 

$8,522.5 
6. 67% 
3.32 

$8,522.5 

6. 67% 
3.32 

<C> 

$19,987.7 
?.ln 

5.29 

$10,495.6 
6. 75% 
3.36 

$30,483.3 

3.89% 
4. 63 
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All dollar amounts 
are stated ln mllllons. 

<S< 
Preferred Securltles: 

Interest rate 
Face value 
Issue date 

Junlor Subordlnated 
Notes: 
Prlnclpal balance 
Redeemable by 

Issuer 
Stated maturlty 

</TABLE< 

Househcld Capltal 
Trust VII 

I"HCT VII") 

<C< 

7.50% 
$200 

November 2001 

$206.2 

NovemLer 8, 2006 
November 15, 2031 

Household Capltal Household Capltal 

<C< 

Trust VI 
I"HCT VI") 

8.25% 
$200 

January 2001 

$206.2 

January 30, 2006 
January 30, 2031 

<C< 

Trust V 
I"HCT V" I 

10.00% 
$300 

June 2000 

$309.3 

June 8, 2005 
June 30, 2030 

The Preferred Securltles are classlfled ln our balance sheet as company 
obllgated mandatorlly redeemable ~referred securltles of subsldlary trusts 
(representlng the mlnorlty lnterests ln the trusts) at thelr face and redemptlon 
amount of $975 mllllon at December 31, 2001 and $675 mllllon at December 31, 
2000. Household Capltal Trust II was redeemed for $100 mllllon ln December 2001. 

The Preferred Securltles must be redeemed when the Junlor Subordlnated Notes are 
pald. The Junlor Subordlnated Notes have a stated maturlty date, but are 
redeemable by Household, ln whole or ln part, beglnnlng on the dates lndlcated 
above at whlch tlme the Preferred Securltles are callable at par ($25 per 
Preferred Securlty) plus accrued and unpald dlvldends. Dlvldends on the 
Preferred Securltles are cumulatlve, payable quarterly ln arrears, and are 
deferrable at Household's optlon for up to flve years. Household cannot pay 
dlvldends on lts preferred and common stocks 
Preferred Securltles have a llquldatlon value of 

such deferments. The 
per preferred securlty. 

HCT I, HCT IV, HCT V, HCT VI and HCT VII (collectlvely, "the Trusts") are wholly 
owned subsldlarles of Household. Household's obllgatlons wlth respect to the 
cTllnl or Sllhorr:h nc=JtPrl NotPs, whPn rrnsl rlPrPrl togPthPr Wl th rPrtc=Jl n llnrlPrtc=Jkl ngs of 

Household wlth respect to the Trusts, constltute full and uncondltlonal 
guarantees by Household of the Trust's obllgatlons under the respectlve 
Preferred Securltles. 

12. Preferred Stock 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

Household Capltal 
Trust IV 

I "HCT IV" I 

<C> 

7.25% 
$200 

March 1998 

$206.2 

March 19, 2003 
December 31, 2037 

2001 2000 

<S> 
7.50% Preferred Stock, 12,000,000 deposltary shares I 1 I 
$4.30 Preferred Stock, 836,585 shares 
$4.5 0 Preferred Stock, 103,976 shares 
5.00% Preferred Stock, 407,718 shares 
8. 25% Preferred Stock, Serles 1992-A, 2,000,000 deposltary shares 

Total preferred stock 

(1) Deposltary share represents 1/40 share of preferred stock. 
</TABLE> 
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Dlvldends on the 7.50 percent preferred stock are cumulatlve and payable 
quarterly. We may, at our optlon, redeem ln whole or ln part the 7.50 percent 
preferred stock on any date after September 26, 2006, for $25 per deposltary 
share plus accrued and unpald dlvldends. Thls stock has a llquldatlon value of 
$25 per deposltary share. 

<C> 

Dlvldends on the $4.30 preferred stock are cumulatlve and payable semlannually. 
We may, at our optlon, redeem ln whole or ln part the $4.30 preferred stock for 
$100 per share plus accrued and unpald dlvldends. Thls stock has a llquldatlon 
value of $100 per share plus accrued and unpald dlvldends ln the event of 
lnvoluntary llquldatlon or $100 ln the event of a voluntary llquldatlon. 

Dlvldends on the $4.50 preferred stock are cumulatlve and payable semlannually. 
We may, at our optlon, redeem ln whole or ln part the $4.50 preferred stock for 
$103 per share plus accrued and unpald dlvldends. Thls stock has a llquldatlon 
value of $100 per share. 

Dlvldends on the 5.00 percent preferred stock are cumulatlve and payable 
semlannually. We may, at our optlcn, redeem ln whole or ln part the 5.00 percent 
preferred stock for $50 per share plus accrued and unpald dlvldends. Thls stock 
has a llquldatlon value of $50 per share. 

Dlvldends on the 8.25 percent preferred stock, Serles 1992-A, are cumulatlve and 
payable quarterly. We may, at our optlon, redeem ln whole or ln part the 8.25 
percent preferred stock, Serles 1992-A, on any date after October 15, 2002, for 
$25 per deposltary share plus accrued and unpald dlvldends. Thls stock has a 
llquldatlon value of $25 per deposltary share. 

<C> 
291.4 
83.6 83. 6 
10.4 10.4 
20.4 20.4 
50. 0 50.0 

455. 8 $ 164. 4 
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Household Capltal 
Trust I 

I"HCT I" I 

<C> 

8.25% 
$75 

June 1995 

$77.3 

June 30, 2000 
June 30, 2025 
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Holders of all lssues of preferred stock are entltled to payment before any 
capltal dlstrlbutlon l5 made to ccmmon shareholders. The holders of the $4.30, 
$4.50 and 5.00 percent preferred stocks Wlll be entltled to vote wlth the 
holders of our common stock on all matters. Each lssue of preferred stock l5 
also entltled to vote, as a class 
dlrectors lf dlvldends for a 
dlvldends ln arrears are pald ln full. 

from our common stock, to elect two 
perlod shall be ln arrears, untll the 

Household's Board of Dlrectors has adopted a resolutlon creatlng an Offerlng 
Commlttee of the Board wlth the pcwer to authorlze the lssuance and sale of one 
or more serles of preferred stock. The Offerlng Commlttee has the authorlty to 
determlne the partlcular deslgnatlons, powers, preferences and relatlve, 
partlclpatlng, optlonal or other speclal rlghts (other than votlng rlghts whlch 
shall be flxed by the Board of Dlrectors) and quallflcatlons, llmltatlons or 
restrlctlons of such lssuance. At December 31, 2001, up to 8.2 mllllon shares of 
preferred stock were authorlzed fer lssuance. 

13. Forward Purchase Agreements and Junlor Preferred Share Purchase Rlghts 

At December 31, 2001, we had agreements to purchase, on a forward basls, 
approxlmately 6.5 mllllon shares cf our common stock at a welghted-average 
forward prlce of $59.14 per share. The agreements have terms of up to one year. 
These agreements may be settled elther physlcally or on a net basls ln shares of 
our common stock, at our optlon. ~e account for these agreements ln accordance 
wlth EITF 00-19, "Accountlng for Derlvatlve Flnanclal Instruments Indexed to, 
and Potentlally Settled In, a Comr=:any's Ovm Stock". As a result, we lnltlally 
measure these forward contracts at falr value and report them as permanent 
equlty. Subsequent changes ln thelr falr value are not recognlzed. 
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In 1996, Household lssued one preferred share purchase rlght (a "Rlght") for 
each outstandlng share of common stock of the company. Under certaln condltlons, 
each Rlght may be exerclsed to purchase one three-thousandth of a share of a new 
sPrlPS of Jllnlor pArtlrlpAtlnCJ pr.=ofPrrPrl stork At An PXPrrlsP prlrP of $100 pPr 

one three-thousandth of a share, subJect to further adJustment. The Rlghts may 
be exerclsed only after the earller of: (a) a publlc announcement that a party 
or an assoclated group acqulred 15 percent or more of Household's common stock 
and (b) ten buslness days (or later date as determlned by the Board of Dlrectors 
of Household) after a party or an assoclated group lnltlates or announces lts 
lntentlon to make an offer to acqulre 15 percent or more of Household's common 
stock. The Rlghts, whlch cannot vcte or recelve dlvldends, explre on July 31, 
2006, and may be redeemed by Household at a prlce of $.0033 per Rlght at any 
tlme prlor to explratlon or acqulsltlon of 15 percent of Household's common 
stock. 

14. Falr Value of Flnanclal Instruments 

We have estlmated the falr value cf our flnanclal lnstruments ln accordance wlth 
Statement of Flnanclal Accountlng Standards No. 107, "Dlsclosures About Falr 
Value of Flnanclal Instruments" ("FAS No. 107"). Falr value estlmates, methods 
and assumptlons set forth below fer our flnanclal lnstruments are made solely to 
comply wlth the requlrements of FAS No. 107 and should be read ln conJunctlon 
wlth the flnanclal statements and notes ln thls Annual Report. 

A slgnlflcant portlon of our flnanclal lnstruments do not have a quoted market 
prlce. For these ltems, falr values were estlmated by dlscountlng estlmated 
future cash flows at estlmated current market dlscount rates. Assumptlons used 
to estlmate future cash flows are conslstent wlth management's assessments 
regardlng ultlmate collectlblllty of assets and related lnterest and wlth 
estlmates of product llves and reJ=rlclng characterlstlcs used ln our 
asset/llablllty management process. All assumptlons are based on hlstorlcal 
experlence adJusted for future exr=:ectatlons. Assumptlons used to determlne falr 
values for flnanclal lnstruments for whlch no actlve market exlsts are 
lnherently JUdgmental and changes ln these assumptlons could slgnlflcantly 
affect falr value calculatlons. 

As requlred under generally accepted accountlng prlnclples, a number of other 
assets recorded on the balance sheets (such as acqulred credlt card 
relatlonshlps) and other lntanglble assets not recorded on the balance sheets 
(such as the value of consumer lendlng relatlonshlps for orlglnated recelvables 
and the franchlse values of our buslness unlts) are not consldered flnanclal 
lnstruments and, accordlngly, are not valued for purposes of thls dlsclosure. We 
belleve there lS substantlal value assoclated wlth these assets based on current 
market condltlons and hlstorlcal experlence. Accordlngly, the estlmated falr 
value of flnanclal lnstruments, as dlsclosed, does not fully represent our 
entlre value, nor the changes ln cur entlre value. 

The followlng lS a summary of the carrylng value and estlmated falr value of our 
flnanclal lnstruments: 
<TABLE> 
<CAPTION> 

Page 51 of 64 

2001 2000 

In mllllons. 
At December 31 

Carrylng 
Value 

Estlmated Estlmated 
Falr 

Value Dlfference 
Carrylng 

Value 
Falr 

Value Dlfference 

<S> <C> <C> <C> <C> <C> <C> 
Assets: 
Cash 543.6 543. 6 490.2 490.2 
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Investment securltles 
Recelvables 

Total 

Llabllltles: 
Deposlts 
Commerclal paper, bank and other Lorrowlngs 
Senlor and senlor subordlnated deLt 
Insurance reserves 

Total 

Other: 
Derlvatlve flnanclal lnstruments 
Commltments to extend credlt and guarantees 

Total 

Total 

</TABLE< 
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3,580.5 
79,263.5 

83,387.6 

(6,562.31 
(12,024.31 
(56, 823.61 
(1,094.51 

3,580.5 
81,219.0 

85,343.1 

(6,838.91 
(12,024.31 
(58,326.91 
(1,345.91 

1,955.5 

1,955.5 

(276. 61 

(1,503.31 
(251.41 

(76,504.71 (78,536.01 (2,031.31 

(1,518.21 

(1,518.21 

5,364.7 

(1,518.21 
51.6 

(1,466.61 

5,340.5 $ 

51.6 

51.6 

I 24.2 I 

Cash: Carrylng value approxlmates falr value due to cash's llquld nature. 

Investment securltles: Investment securltles are classlfled as avallable-for
sale and are carrled at falr value on the balance sheets. Falr values are based 
on quoted market prlces or dealer quotes. If a quoted market prlce l5 not 
avallable, falr value l5 estlmated uslng quoted market prlces for slmllar 
securltles. 

Recelvables: The falr value of adJustable rate recelvables approxlmates carrylng 
value because lnterest rates on these recelvables adJust wlth changlng market 
lnterest rates. The falr value of flxed rate consumer recelvables was estlmated 
by dlscountlng future expected cash flows at lnterest rates whlch approxlmate 
the rates that would achleve a slmllar return on assets wlth comparable rlsk 
characterlstlcs. 

Recelvables also lncludes our lnterest-only strlp recelvables. The lnterest-only 
strlp recelvables are carrled at falr value on our balance sheets. Falr value lS 
based on an estlmate of the present value of future cash flows assoclated wlth 
securltlzatlons of certaln real estate secured, auto flnance, MasterCard and 
Vlsa, prlvate label and personal non-credlt card recelvables. 

Deposlts: The falr value of our savlngs and demand accounts equaled the carrylng 
amount as stlpulated ln FAS No. 107. The falr value of gross flxed rate tlme 
certlflcates was estlmated by dlscountlng future expected cash flows at lnterest 
rates that we offer on such products at the respectlve valuatlon dates. 

Commerclal paper, bank and other Lorrowlngs: The falr value of these lnstruments 
approxlmates exlstlng carrylng value because lnterest rates on these lnstruments 
adJust wlth changes ln market lnterest rates due to thelr short-term maturlty or 
reprlclng characterlstlcs. 

Senlor and senlor subordlnated deLt: The estlmated falr value of our gross flxed 
rate debt lnstruments was determlned uslng elther quoted market prlces or by 
dlscountlng future expected cash flows at lnterest rates offered for slmllar 
types of debt lnstruments. Carrylng value lS typlcally used to estlmate the falr 
value of floatlng rate debt. 

Insurance reserves: The falr value of lnsurance reserves for perlodlc payment 
annultles was estlmated by dlscountlng future expected cash flows at estlmated 
market lnterest rates at December 31, 2001 and 2000. The falr value of other 
lnsurance reserves lS not requlred to be determlned ln accordance wlth FAS No. 
107. 

Derlvatlve flnanclal lnstruments: As of January 1, 2001, all derlvatlve 
flnanclal lnstruments are carrled at falr value on the balance sheet. Where 
practlcal, quoted market prlces were used to determlne falr value of these 
lnstruments. For non-exchange traded contracts, falr value was determlned uslng 
accepted and establlshed valuatlon methods (lncludlng lnput from lndependent 
thlrd partles) whlch conslder the terms of the contracts and market expectatlons 
on the valuatlon date for forward lnterest rates (for lnterest rate contracts) 
or forward forelgn currency exchange rates (for forelgn exchange contracts). We 
enter lnto forelgn exchange contracts to hedge our exposure to currency rlsk on 
forelgn denomlnated debt. We also enter lnto lnterest rate contracts to hedge 
our exposure to lnterest rate rlsk on assets and llabllltles, lncludlng debt. As 
a result, decreases/lncreases ln the falr value of derlvatlve flnanclal 
lnstruments whlch have been deslgnated as effectlve hedges are offset by a 
correspondlng lncrease/decrease ln the falr value of the lndlvldual asset or 
llablllty belng hedged. See Note 10, "Derlvatlve Flnanclal Instruments and 
Concentratlons of Credlt Rlsk," fer addltlonal dlscusslon of the nature of these 
ltems. 

Commltments to extend credlt and guarantees: These commltments were valued by 
conslderlng our relatlonshlp wlth the counterparty, the credltworthlness of the 
counterparty and the dlfference between commltted and current lnterest rates. 

3,259.0 
67,161.7 

70,910.9 

(8,676.91 
(10,787.91 
(45,053.01 

(1,106.61 

3,259.0 
67' 672. 4 

71,421.6 

(8,691.91 
(10,787.91 
(44,637.81 

(1,336.81 

(65,624.41 (65,454.41 

80.1 

80.1 

$ 5,366.6 

(279. 61 
48.9 

1230.7 I 

$ 5,736.5 
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510.7 

510.7 

I 15. o I 

415.2 
I 230.2 I 

170.0 

I 35 9. 7 I 
48.9 

I 310. 8 I 

369. 9 
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15. Leases 

We lease certaln offlces, bulldlngs and equlpment for perlods of up to 25 years. 
The leases explre at varlous dates through 2019 and have varlous renewal 
optlons. The offlce space leases generally requlre us to pay certaln operatlng 
expenses. Net rental expense under operatlng leases was $124.9 mllllon ln 2001, 
$107.6 mllllon ln 2000 and $89.4 mllllon ln 1999. 

We have a lease obllgatlon on a fermer offlce complex whlch has been subleased 
through 2010, the end of the lease perlod. The sublessee has assumed our future 
rental obllgatlons on thls lease. 

Future net mlnlmum lease commltments under noncancelable operatlng lease 
arrangements 
<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2001 

<S< 

2002 
2003 
2004 
2005 
2006 
Thereafter 

Net mlnlmum lease commltments 

</TART,F,> 

Mlnlmum 
Rental 

Payments 

<C< 

150.9 
128.6 
110.7 

92. 8 
82. 6 

330.0 

895. 6 

16. Incentlve Compensatlon and Steck Optlon Plans 

Mlnlmum 
Sublease 

Income 

<C< 

21.4 
21.6 
22.0 
22.3 
22.2 
77.7 

187.2 

Household's executlve compensatlon plans provlde for lssuance of nonquallfled 
stock optlons and restrlcted stock rlghts (''RSR's''). Stock optlons permlt the 
holder to purchase, under certaln llmltatlons, Household's common stock at the 
market value of the stock on the date the optlon lS granted. Employee stock 
optlons generally vest equally over four years and explre 10 years from the date 
of grant. RSR's entltle an employee to recelve a stated number of shares of 
Household's common stock lf the employee satlsfles the condltlons set by the 
Compensatlon Commlttee for the award. A total of 4.3 mllllon and 4.0 mllllon 
RSR's were outstandlng at December 31, 2001 and 2000, respectlvely. Total 
compensatlon cost recognlzed for PSR's was $45.4 mllllon, $24.4 mllllon and 
$12.4 mllllon ln 2001, 2000 and 1999, respectlvely. Shares of our common stock 
reserved for stock plans were 34.9 mllllon at December 31, 2001 and 38.9 mllllon 
at December 31, 2000. 

Non-employee dlrectors annually recelve optlons to purchase shares of 
Household's common stock at the stock's falr market value on the day the optlon 
lS granted. Dlrector optlons have a term of ten years and one day, fully vest 
SlX months from the date granted, and once vested are exerclsable at any tlme 
durlng the optlon term. 

Common stock data for the stock o~tlon plans lS summarlzed as follows: 
<TABLE> 
<CAPTION> 

Net 

<C< 

129.5 
107. 0 

88.7 
70.5 
60.4 

252.3 

708.4 

2001 2000 1999 

<S> 

Outstandlng at beglnnlng 
Of year 

Granted 
Exerclsed 
Explred or canceled 

Outstandlng at end 
Of year 

Exerclsable at end of year 

Welghted-average falr value 
of optlons granted 

</TABLE> 

<PAGE> 

Shares 

<C> 

16,687,142 
3,080,400 

(2,015,723) 
I 1, 535 I 

17,750,284 

11,502,384 

64 

Welghted- Welghted- Welghted-
Average Average Average 

Prlce per Prlce per Prlce per 
Share Shares Share Shares Share 

<C> <C> <C> <C> <C> 

31.09 16,068,326 26.30 21,600,569 21.14 
57.16 2,812,469 48.80 2,311,500 44.78 
17.26 (2, 056, 064) 12.89 (7,805,549) 17.48 
28.22 (137,589) 36.84 (38,194) 31.45 

37 .19 16,687,142 31.09 16,068,326 26.30 

29.44 11,134,642 24.10 11,023,619 19.64 

18.25 19.65 19.65 
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The followlng table summarlzes lnformatlon about stock optlons outstandlng at 
December 31, 2001: 
<TABLE> 
<CAPTION> 

Page 54 of64 

Optlons Outstandlng Optlons Exerclsable 

Range of Number Welghted-Average Welghted-Average Number Welghted-Average 
Exerclse Prlces Outstandlng Remalnlng Llfe Exerclse Prlce Outstandlng Exerclse Prlce 

------------------------ ------------ ---------------- ---------------- ---------------- ----------------------
<S< <C< <C< <C< <C< 

6.65 10.00 303,089 . 54 years 8.25 
10.01 20.00 4,000,974 2.85 years 14.28 
20.01 30.00 491,185 5.46 years 24. 02 
30.01 40.00 4,887,188 6.13 years 36.12 
40.01 50.00 4,957,448 8.28 years 47.33 
50. 01 57.16 3, 110,400 9.84 years 57.10 

</TABLE< 

Household malntalns an Employee Stock Purchase Plan (the "ESPP"). The ESPP 
provldes a means for employees to purchase shares of Household's common stock at 
85 percent of the lesser of lts market prlce at the beglnnlng or end of a 
one-year subscrlptlon perlod. 

We account for optlons and shares lssued under the ESPP ln accordance wlth APE 
25, pursuant to whlch no compensatlon cost has been recognlzed. Had compensatlon 
cost been determlned conslstent wlth FAS No. 123, "Accountlng for Stock-Based 
Compensatlon," our net lncome and earnlngs per share, on a pro forma basls, 
would have been as follows: 

<TABLE> 
<CAPTION> 

2001 
In mllllons, except per share data. 
Year ended December 31 Dlluted Baslc Dlluted 

<S> <r:> <r:> <r:> 
Earnlngs a vall able to common shareholders: 

As reported 1,908.0 1,908.0 $1,691.5 
Pro forma 1,880.1 1,880.1 1,670.5 

Earnlngs per share: 
As reported 4.08 4.13 
Pro forma 4. 02 4. 07 

</TABLE< 

The pro forma compensatlon expense lncluded ln the table above may not be 
representatlve of the actual effects on net for future years. 

The falr value of each optlon granted was estlmated as of the date of grant 
uslng the Black-Scholes optlon prlclng model and the followlng welghted-average 
assumptlons: 

<TABLE> 
<CAPTION> 

<S< 
Rlsk-free lnterest rate 
Expected dlvldend yleld 

2001 

<C< 
3.62% 
1. 44 

3.55 
3.51 

Expected llfe 5 years 
Expected volatlllty 34.3% 

</TABLE< 

The Black-Scholes model uses dlfferent assumptlons that can slgnlflcantly effect 
the falr value of the optlons. As a result, the derlved falr value estlmates 
cannot be substantlated by comparlson to lndependent markets. 

17. Employee Beneflt Plans 

Household sponsors several deflned beneflt penslon plans coverlng substantlally 
all of lts U.S. and non-U.S. employees. At December 31, 2001, plan assets 
lncluded an lnvestment ln 1,112,546 shares of Household's common stock wlth a 
falr value of $64.5 mllllon. 
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Penslon lncome for deflned beneflt plans, prlmarlly due to the overfunded status 
of the domestlc plan, lncluded the followlng components: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S< 
Servlce cost - benefl ts earned durlng the perlod 
Interest cost on proJected beneflt obllgatlon 
Expected return on assets 
Amortlzatlon of transltlon asset 

2001 2000 

<C< <C< 
$I 26.9 I $122.61 

I 37. 4 I 133.21 
101. 6 87.9 

. 9 1.4 

<C< 
303,089 

4,000,225 
489,959 

4,367,938 
2,318,673 

22,500 

2000 

Baslc Dlluted 

<r:> <r:> 

$1,691.5 1,477.2 
1,670.5 1,460.7 

3. 59 3.07 
3. 54 3.03 

2000 

<C< 
5.74% 
1. 49 
5 years 
42.8% 

1999 

<C< 
$ 128.7 I 

I 31. o I 
80.4 
1.2 
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8.25 

14.27 
24.01 
36.07 
46.83 
51.38 

1999 

Baslc 

<r:> 

1,477.2 
1,460.7 

3.10 
3.06 

1999 

<C< 
5.84% 
1. 65 
5 years 
46.9% 
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Recognlzed galns (losses) I. 2 I 

Penslon lncome $ 38.2 $ 33.3 

</TABLE< 

The assumptlons used ln determlnlng the beneflt obllgatlon and penslon lncome of 
the domestlc deflned beneflt plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

<S< 
Dlscount rate 
Salary lncrease assumptlon 
Expected long-term rate of return on plan assets 

</TABLE< 

2001 

<C< 
7. 5% 
4.0 

10.0 

2000 

<C< 
8.25% 

4.0 
10.0 

A reconclllatlon of beglnnlng and endlng balances of the proJected beneflt 
obllgatlon of the deflned beneflt penslon plans lS as follows: 

In mllllons. 
Year ended December 31 

Beneflt obllgatlon at beglnnlng of year 
Servlce cost 
Interest cost 
Actuarlal losses 
Forelgn currency exchange rate changes 
Plan amendments 
Beneflts pald 

Beneflt obllgatlon at end of year 

2001 2000 

$555.1 $547.9 
26.9 22.6 
37. 4 33.2 

112.0 14.9 
13.2 I I 4. 4 I 
9.2 . 2 

I 59. 6 I 15 9. 3 I 

$677. 8 $555.1 

A reconclllatlon of beglnnlng and endlng balances of the falr value of plan 
assets assoclated wlth the deflned beneflt penslon plans lS as follows: 

In mllllons. 
Year ended December 31 

Falr value of plan assets at beglnnlng of year 
Actual return on plan assets 
Forelgn currency exchange rate changes 
Employer contrlbutlons 
Beneflts pald 

Falr value of plan assets at end cf year 

2001 

$1,058.8 
I 136. 6 I 

13.5 I 
. 7 

I 59. 6 I 

859.8 

The funded status of deflned beneflt penslon plans was as follows: 

In mllllons. 
At December 31 

Funded status 
Unrecognlzed net actuarlal loss (galn) 
Unamortlzed prlor servlce cost 

Prepald penslon cost 

2001 

182. 0 
257.5 

3.7 

443.2 

2000 

926.5 
195.4 

I 4. 8 I 
1.0 

15 9. 3 I 

$1,058.8 

2000 

503.7 
I 98 .1 I 

I 6.1 I 

399.5 

We also sponsor a non-quallfled supplemental retlrement plan. Thls plan, whlch 
lS unfunded, provldes ellglble em~loyees deflned penslon beneflts outslde the 
quallfled retlrement plan based on average earnlngs, years of servlce and age at 
retlrement. At December 31, 2001 and 2000, the proJected beneflt obllgatlon was 
$41.5 mllllon and $28.6 mllllon, respectlvely. Penslon expense related to the 
supplemental retlrement plan was $10.0 mllllon, $5.1 mllllon and $7.2 mllllon ln 
2001, 2000 and 1999, respectlvely. 

66 
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We also sponsor varlous 401(k) savlngs plans and proflt sharlng plans for 
employees meetlng certaln ellglblllty requlrements. Under these plans, each 
partlclpant's contrlbutlon lS matched by the company ln Household common stock 
up to a maxlmum of 6 percent of the partlclpant's compensatlon. For 2001, 2000 
and 1999, total expense for these plans was $56.7 mllllon, $47.0 mllllon and 
$39.1 mllllon, respectlvely. 

We have several plans whlch provlde medlcal, dental and llfe lnsurance beneflts 
to retlrees and ellglble dependents. These plans cover substantlally all 
employees who meet certaln age and vested servlce requlrements. We have 
lnstltuted dollar llmlts on our payments under the plans to control the cost of 
future medlcal beneflts. 

The net postretlrement beneflt cost lncluded the followlng: 

<TABLE> 
<CAPTION> 

4 .1 

$ 26.0 

1999 

<C< 
8.0% 
4.0 

10.0 
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In mllllons. 
Year ended December 31 

<S< 
Servlce cost-beneflts earned durlng the perlod 
Interest cost on accumulated beneflt obllgatlon 
Amortlzatlon of transltlon 
Amortlzatlon of prlor servlce cost 
Recognlzed actuarlal galn 

Net perlodlc postretlrement beneflt cost 

</TABLE< 

<C< 

2001 

13.2 I 
I 11.1 I 

16.61 
1.7 
3.1 

I 16.1 I 

A reconclllatlon of the beglnnlng and endlng balances of the accumulated 
postretlrement beneflt obllgatlon lS as follows: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S< 
Beneflt obllgatlon at beglnnlng of year 
Servlce cost 
Interest cost 
Forelgn currency exchange rate changes 
Actuarlal losses (galns) 
Plan amendments 
Beneflts pald 

Beneflt obllgatlon at end of year 

</TABLE< 

Our postretlrement beneflt plans are funded on a pay-as-you-go basls. A 
reconclllatlon of the components cf the accrued postretlrement beneflt 
ohllCJAtlon 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S< 
Funded status 

follow:=;: 

Unamortlzed prlor servlce cost 
Unrecognlzed net actuarlal galn 
Unamortlzed transltlon obllgatlon 

Accrued postretlrement beneflt obllgatlon 

</TABLE< 

The assumptlons used ln determlnlng the beneflt obllgatlon and cost of such 
plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

<S> 
Dlscount rate 
Salary lncrease assumptlon 

</TABLE> 

2001 

<C> 
7. 5% 
4.0 

A 9.8 percent annual rate of lncrease ln the gross cost of covered health care 
beneflts was assumed for 2002. Thls rate of lncrease lS assumed to decllne 
gradually to 5.35 percent ln 2008. 
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Assumed health care cost trend rates have an effect on the amounts reported for 
health care plans. A one-percentage polnt change ln assumed health care cost 
trend rates would lncrease (decrease) servlce and lnterest costs and the 
postretlrement beneflt obllgatlon as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
Effect on total of servlce and lnterest cost components 
Effect on postretlrement beneflt cbllgatlon 

</TABLE> 

18. Income Taxes 

<C> 
$ 

$ 

<C> 

<C> 

2000 

I 3. 4 I 
I 1 o. 3 I 

I 6. 7 I 
1.4 
2.8 

I 16.2 I 

2001 

161. 0 
3.2 

11.1 
I. 4 I 

29.4 

I 7. 5 I 

196.8 

2001 

196.8 
17.2 
31. 4 

I 75. o I 

170.4 

<C> 

2000 

8. 25% 
4.0 

One Percent 
Increase 

<C> 
. 6 

8 .1 

<C> 

<C> 

<C> 
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1999 

I 4. 3 I 
I 9. 4 I 
I 6. 31 
1.7 
1.2 

I 17 .1 I 

2000 

160.5 
3.4 

10.3 

I 9 .1 I 
4.7 

I 8. 8 I 

161. 0 

2000 

161. 0 
18.1 
72.1 

I 80. 6 I 

170.6 

1999 

<C> 
8.0% 
4.0 
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Total lncome taxes were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Provlslon for lncome taxes related to operatlons 
Income taxes related to adJustments lncluded ln 
equlty: 

Total 

Unreallzed galn (loss) on lnvestments, net 
Unreallzed losses on cash flew hedglng lnstruments 
Forelgn currency translatlon adJustments 
Exerclse of stock based compensatlon 

</TABLE> 

Provlslons for lncome taxes related to operatlons were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Current 
Unlted States 
Forelgn 

Total current 

Deferred 
Unlted States 
Forelgn 

Total deferred 

Total lncome taxes 

</TABLE> 

shareholders' 

2001 

<C> 
$1,015.0 

<C> 

110.6 
1391.6) 

I 1 o .1) 
I 35. s) 

688.4 

2001 

907.1 
69.8 

976.9 

40.3 
12.2) 

38.1 

$1,015.0 

The slgnlflcant components of deferred lncome tax provlslons attrlbutable to 
lncome from operatlons were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Deferred lncome tax provlslon 
AdJustment of valuatlon allowance 
Change ln operatlng loss carryforwards 

Deferred lncome tax provlslon 

</TABLE> 

Income before lncome taxes were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Unlted States 
Forelgn 

Total lncome before lncome taxes 

</TABLE> 

<PAGE> 
<TABLE> 
<CAPTION> 

68 

Effectlve tax rates analyzed as follows: 

Year ended December 31 

<S> 

Statutory federal lncome tax rate 
Increase (decrease) ln rate resultlng from: 

State and local taxes, net of federal beneflt 
Tax credlts 
Other 

Effectlve tax rate 

</TABLE> 

<C> 

2001 

33.1 
I 11.8) 
16.8 

38.1 

2001 

<C> 
$2,660.6 

277.9 

$2,938.5 

2001 

<C> 

35.0% 

2.8 
I 2. s) 

I. 8) 

34.5% 

Provlslon for U.S. lncome taxes had not been made at December 31, 2001 and 2000 

<C> 
$ 

<C> 

<C> 

2000 

909.8 

56.3 

122.4) 
123.5) 

920.2 

2000 

710.8 
112.0 

822.8 

93.4 
I 6. 4) 

87.0 

909.8 

2000 

89.6 
I 8. 4) 
5. 8 

87.0 

2000 

<C> 
$2,273.8 

336.7 

$2,610.5 

2000 

<C> 

35. 0% 

2.6 
11.5) 
11.2) 

34.9% 
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<C> 
$ 

<C> 

<C> 

1999 

734.3 

IS 0 .1) 

Is. 3) 
I 89 .1) 

589.8 

1999 

633.8 
67.4 

701.2 

32.3 
. 8 

33.1 

734.3 

1999 

17.3 
20.7 
I 4. 9) 

33.1 

1999 

<C> 
$1,930.7 

290.0 

$2,220.7 

1999 

<C> 

35.0% 

2.4 
I. 9) 

I 3. 4) 

33.1% 
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on $267.5 mllllon and $300.6 mllllon, respectlvely, of undlstrlbuted earnlngs of 
forelgn subsldlarles. Determlnatlcn of the amount of unrecognlzed deferred tax 
llablllty related to lnvestments ln forelgn subsldlarles lS not practlcable. 

In addltlon, provlslon for U.S. lncome taxes had not been made at December 31, 
2001 on $80.1 mllllon of undlstrlLuted earnlngs of llfe lnsurance subsldlarles 
accumulated as pollcyholders' sur~lus under tax laws ln effect prlor to 1984. If 
thls amount were dlstrlbuted, the addltlonal lncome tax payable would be 
approxlmately $28 mllllon. 

Our U.S. savlngs and loan subsldlary has credlt loss reserves for tax purposes 
that arose ln years beglnnlng befcre December 31, 1987 ln the amount of $55.3 
mllllon. The amount of deferred tax llablllty on the aforementloned credlt loss 
reserves not recognlzed totaled $20.5 mllllon at December 31, 2001. Because 
these amounts would become taxable only ln the event of certaln clrcumstances 
whlch we do not expect to occur wlthln the foreseeable future, no deferred tax 
llablllty has been establlshed for these ltems. 

At December 31, 2001, we had net cperatlng loss carryforwards for tax purposes 
of $11.3 mllllon, of whlch $1.7 mllllon explre ln 2004; $2.4 mllllon explre 
2005; $2.1 mllllon explre ln 2006; and $5.1 mllllon explre ln 2019. We also had 
forelgn tax credlt carryforwards cf $.5 mllllon whlch explre ln 2004. 

Temporary dlfferences whlch gave rlse to a slgnlflcant portlon of deferred tax 
assets and llabllltles were as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

Deferred Tax Llabllltles 
<S< 
Recelvables sold 
Leveraged lease transactlons, net 
Deferred loan orlglnatlon costs 

Fee lncome 
Other 

Total deferred tax llabllltles 

Deferred Tax Assets 

Credlt loss reserves 
Market value adJustments 
Other 

Total deferred tax assets 
Valuatlon allowance 

Total deferred tax assets net of valuatlon allowance 

Net deferred tax llablllty 

</TABLE< 

<C< 

2001 

837.7 
393. 9 
172.4 
154.? 
147.3 
222.0 

1,927.5 

1,208.8 
277.4 
389.6 

1,875.8 
I. 5 I 

1,875.3 

52.2 

The deferred tax asset valuatlon allowance relates entlrely to forelgn tax 
credlt carryforwards. Due to the llmlted carryforward perlod and llmltatlons 
under U.S. tax laws wlth respect to forelgn tax credlt utlllzatlon, management 
belleves lt lS more llkely than net that the deferred tax asset Wlll not be 
reallzed. The current perlod net change ln the valuatlon allowance reflects the 
current utlllzatlon of prlor carryforwards. A 100 percent valuatlon allowance 
has been establlshed relatlng to the remalnlng carryforwards avallable. 
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19. Earnlngs Per Common Share 

<TABLE> 
<CAPTION> 

In mllllons, except per share data. 
Year ended December 31 

<S< 
Earnlngs 
Net lncome 
Preferred dlvldends 

Earnlngs avallable to 
Common shareholders 

Average Shares 
Common 
Common equlvalents 

Total 

Earnlngs per common share 

69 

Dlluted 

<C< 

$ 1,923.5 
I 15.5 I 

$ 1,908.0 

462.0 
6.1 

468.1 

4.08 

2001 

Baslc 

<C< 

$ 1,923.5 
I 15.5 I 

$ 1,908.0 

462.0 

462.0 

4.13 

Dlluted 

<C< 

$ 1,700.7 
I 9. 2 I 

$ 1,691.5 

471.8 
4.4 

476.2 

3.55 

<C< 

2000 

Baslc 

<C< 

$1,700.7 
I 9. 2 I 

$ 1,691.5 

471.8 

471.8 

$ 3. 59 

2000 

822.2 
385.4 

93.4 
1 4?. 5 
78.3 

237.9 

1,759.7 

1,128.3 

337.9 

1,466.2 
I 12.3 I 

1,453.9 

305.8 

Dlluted 

<C< 

$ 1,486.4 
I 9. 2 I 

$ 1,477.2 

477.0 
4.8 

481.8 

3.07 
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</TABLE< 

20. Commltments and Contlngent Llabllltles 

In the ordlnary course of buslness there are varlous legal 
agalnst us. Management belleves the aggregate llablllty, 
such actlons would not have a materlal adverse effect on our consolldated 
flnanclal posltlon, results of operatlons or cash flows. However, as the 
ultlmate resolutlon of these proceedlngs l5 lnfluenced by factors that are 
outslde of our control, lt l5 reasonably posslble our estlmated llablllty under 
these proceedlngs may change. 

See Note 15 for dlscusslon of lease commltments. 

21. Segment Reportlng 

We have three reportable segments: Consumer, Credlt Card Servlces, and 
Internatlonal. Our segments are managed separately and are characterlzed by 
dlfferent mlddle-market consumer lendlng products, orlglnatlon processes, and 
locatlons. Our Consumer segment ccnslsts of our consumer lendlng, mortgage 
servlces, retall servlces, and auto flnance buslnesses. Our Credlt Card Servlces 
segment conslsts of our domestlc ~asterCard and Vlsa credlt card buslness. Our 
Internatlonal segment conslsts of our forelgn operatlons ln the Unlted Klngdom 
("U.K.") and Canada. The Consumer segment provldes real estate secured, 
automoblle secured and personal ncn-credlt card loans. Loans are offered wlth 
both revolvlng and closed-end terms and wlth flxed or varlable lnterest rates. 
Loans are orlglnated through branch locatlons, correspondents, mortgage brokers, 
dlrect mall, telemarketlng, lndependent merchants or automoblle dealers. The 
Credlt Card Servlces segment offers MasterCard and Vlsa credlt cards throughout 
the Unlted States prlmarlly Vla strateglc afflnlty and co-brandlng 
relatlonshlps, dlrect mall, and our branch network to subprlme customers. The 
Internatlonal segment offers secured and unsecured llnes of credlt and secured 
and unsecured closed-end loans prlmarlly ln the Unlted Klngdom and Canada. In 
addltlon, the Unlted Klngdom operatlon offers MasterCard and Vlsa credlt cards 
and credlt lnsurance ln connectlon wlth all loan products. We also cross sell 
our credlt cards to exlstlng real estate secured, prlvate label and tax servlces 
rllstomPrs. All SPCJmPnts offpr prnrlllrts Anrl sPrvl rP rllstomPrs throllgh thP 

Internet. The All Other captlon lncludes our lnsurance and tax servlces and 
commerclal buslnesses, as well as our corporate and treasury actlvltles, each of 
whlch falls below the quantltatlve threshold tests under Statement of Flnanclal 
Accountlng Standards No. 131 for determlnlng reportable segments. 

The accountlng pollcles of the re~ortable segments are the same as those 
descrlbed ln the summary of slgnlflcant accountlng pollcles. For segment 
reportlng purposes, lntersegment transactlons have not been ellmlnated. We 
generally account for transactlons between segments as lf they were wlth thlrd 
partles. We evaluate performance and allocate resources based on lncome from 
operatlons after lncome taxes and returns on equlty and managed assets. 

We allocate resources and provlde lnformatlon to management for declslon maklng 
on a managed basls. Therefore, an adJustment lS requlred to reconclle the 
managed flnanclal lnformatlon to cur reported flnanclal lnformatlon ln our 
consolldated flnanclal statements. Thls adJustment reclasslfles net lnterest 
margln, fee lncome and loss provlslon lnto securltlzatlon revenue. Certaln 
segment lnformatlon prevlously presented on an owned basls has been restated to 
a managed basls. 
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Reportable Segments - Managed Basls 

<TABLE> 
<CAPTION> 

In mllllons. 
Managed Basls 

<S< 
For the year ended December 
Net lnterest margln 
Fee 
Other revenues I 1 I 
Intersegment revenues 
Provlslon for credlt losses 

31, 

Depreclatlon and amortlzatlon 
Income tax expense (benefl t) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 

2001: 

Expendltures for long-llved assets 17 I 

For the year ended December 31, 2000: 
Net lnterest margln 
Fee lncome 
Other revenues I 1 I 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (benefl t) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 

70 

Consumer 

<C< 

5,829.0 
368.5 
357.5 
190.4 

2,550.3 
64.5 

840.5 
1,327.7 

75,640.8 
78,698.8 

17.0 

4,851.6 
348.6 
401.7 
192. 0 

1,978.4 
78.4 

796.5 
1,271.3 

63' 0 67. 0 
65,822.3 

Credlt Card 
Servlces 

<C< 

1,556.1 
1,182.8 

99.4 
38.2 

1,167.3 
110.8 
232.6 
367.6 

17,178.5 
18,875.3 

4.5 

1,222.8 
1,055.2 

114.3 
32.7 

1,066.2 
123.5 
142. 6 
214.7 

15,977.3 
17,713.9 

Internatlonal 

<C< 

5 92.5 
60.5 

209.5 
8.4 

226.9 
23.7 
65.2 

204.1 
7,157.5 
8,375.2 

27.8 

5 94.1 
61. 0 

244.6 
5.2 

233.6 
20.2 
98.6 

230.1 
7,847.0 
9,017.5 

All Other Totals 

<C< <C< 

I 37. o I 7,940.6 
6. 7 1,618.5 

553.6 1,220.0 
12.7 I 234.3 
72.3 4,016.7 

109.3 308.3 
I 36.8 I 1,101.5 
173.7 2,073.1 
845.9 100,822.7 

14,116.7 120,066.0 
125.9 175.2 

I 178.5 I 6,490.0 
5.6 1,470.4 

414.7 1,175.3 
229.9 

127.41 3,250.8 
79.6 301.7 

I 43 .1 I 994.6 
131.3 1,847.4 
716.1 87,604.4 

14,164.3 106,718.0 
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Expendltures for long-llved assets (7) 29.1 283.1 37.7 100.5 45 0. 4 

For the year ended December 31, 1999: 
Net lnterest margln 4,043.3 1,020.4 614.0 I 138.5 I 5,539.2 
Fee lncome 350.6 797.5 54.1 3.3 1,205.5 
Other revenues I 1 I 207. 4 63. 8 184.0 474.5 929.7 
Intersegment revenues 124.0 17.2 3.4 144.6 
Provlslon for credlt losses 1,598.6 912.4 247.7 I. 4 I 2,758.3 
Depreclatlon and amortlzatlon 80.8 108.4 17.5 67.7 274.4 
Income tax expense (benefl t) 625.6 100.2 59. 4 10.6 795.8 
Segment net lncome (loss) 991.5 152.8 218.7 230.0 1,593.0 
Recelvables 49,399.0 13,854.8 7,618.8 855.7 71,728.3 
Total segment assets 51,840.1 15,489.7 8,846.0 14,000.7 90,176.5 
Expendltures 

</TABLE< 

<TABLE> 
<CAPTION> 

for long-llved assets 17 I 78.9 5.8 45.6 

In mllllons. 
Managed Basls 

AdJustments/ 
Reconclllng 

Items 

Managed 
Basls 

Consolldated 
Totals 

Securltlzatlon 
Ad] ustments 

<S< <C< 
For the year ended December 31, 2001: 
Net lnterest margln 
Fee 
Other revenues I 1 I I 234.3 I 121 
Intersegment revenues I 234.3 I 121 
Provlslon for credlt losses 1.7 131 
Depreclatlon and amortlzatlon 
Income tax expense (benefl t) I 86.5 I I 4 I 
Segment net lncome (loss) I 149. 61 
RPrPlVAhlPs 

Total segment assets 19,702.01 I 5 I 
Expendltures for long-llved assets 17 I 

For the year ended December 31, 2000: 
Net lnterest margln 
Fee lncome 
Other revenues I 1 I I 229. 9 I 12 I 
Intersegment revenues I 229. 9 I 12 I 
Provlslon for credlt losses 1.6 13 I 
Depreclatlon and amortlzatlon 
Income tax expense (benefl t) I 84. 8 I I 4 I 
Segment net lncome (loss) I 146.7 I 
Recelvables 
Total segment assets 19,762.21 15 I 
Expendltures for long-llved assets 17 I 

For the year ended December 31, 1999: 
Net lnterest margln 
Fee lncome 
Other revenues I 1 I I 144. 61 12 I 
Intersegment revenues I 144. 61 12 I 
Provlslon for credlt losses 23.5 13 I 
Depreclatlon and amortlzatlon 
Income tax expense (benefl t) 161.5 I I 4 I 
Segment net lncome (loss) I 106. 61 
Recelvables 
Total segment assets 19,988.21 15 I 
Expendltures for long-llved assets 17 I 

</TABLE< 
(1) Net of pollcyholder beneflts and excludlng fees. 
(2) Ellmlnates lntersegment revenues. 
(3) Ellmlnates bad debt recovery sales between operatlng 

<C< <C< 

7,940.6 12,093.81 
1,618.5 1651.61 

985.7 1,639.9 

4,018.4 11,105.51 
308.3 

1,015.0 
1,923.5 

1 00,8??.7 1?0,948.01 
110,364.0 120,948.01 

175.2 

6,490.0 11,724.61 
1,470.4 I 644. 6 I 

945.4 1,233.7 

3,252.4 11,135.51 
301.7 
909.8 

1,700.7 
87,607.4 120,249.51 
96,955.8 120,249.51 

45 0. 4 

5,539.2 11,732.91 
1,205.5 I 61 o. o I 

785.1 1,277.5 

2,781.8 11,065.41 
274.4 
734.3 

1,486.4 
71,728.3 119,438.91 
80,188.3 119,438.91 

194.7 

(4) Tax beneflt assoclated wlth ltems comprlslng ltems. 
(5) Ellmlnates lnvestments ln suLsldlarles and lntercompany borrowlngs. 
(6) Reclasslfles net lnterest margln fee lncome and loss provlslons relatlng to 

securltlzed recelvables to other revenues. 
(7) Includes goodwlll assoclated wlth purchase buslness comblnatlons and 

capltal expendltures. 
(8) Represents recelvables servlced wlth llmlted recourse. 
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Managed Recelvables 

The followlng summarlzes our managed recelvables, whlch lncludes both our owned 
recelvables and recelvables servlced wlth llmlted recourse. 

<TABLE> 
<CAPTION> 

I 61 
I 61 
I 61 

I 61 

I 8 I 
I 8 I 

I 61 
I 61 
I 61 

I 61 

I 8 I 
I 8 I 

I 61 
I 61 
I 61 

I 61 

I 8 I 
I 8 I 

In mllllons. 
At December 31 2001 2000 

64. 4 

Owned 
Basls 

Consolldated 
Totals 

<C< 

5,846.8 
966.9 

2,625.6 

2,912.9 
308.3 

1,015.0 
1,923.5 

79,874.7 
89,416.0 

175.2 

4,765.4 
825.8 

2,179.1 

2,116.9 
301.7 
909.8 

1,700.7 
67,357.9 
76,706.3 

45 0. 4 

3,806.3 
595.5 

2,062.6 

1,716.4 
274.4 
734.3 

1,486.4 
52,289.4 
60,749.4 

194.7 

194.7 

1999 
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<S< <C< <C< 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 

44,718.6 36,637.5 

Personal non-credlt card 
Commerclal and other 

6,395.5 
17,395.2 
13,813.9 
17,992.6 

4,563.3 
17,583.4 
11,997.3 
16,227.3 

506.9 598.6 

Total 100,822.7 87,607.4 

</TABLE< 

Geographlc Data 

The followlng summarlzes our owned basls assets, revenues and lncome before 
lncome taxes by materlal country: 

<TABLE> 
<CAPTION> 

Identlflable Assets Long-Llved Assets (1) 

In mllllons. 2001 2000 1999 2001 2000 

<S< <C< <C< <C< <C< <C< 
Unlted States $82,221.0 $68,917.7 $52,886.9 $1,988.1 $2,107.2 
Unlted Klngdom 5,709.6 6,401.3 6,486.6 93.1 109.6 
Canada 1,379.4 1,246.6 1,188.2 5.2 6.5 
Other 106.0 140.7 187.7 

Total $89,416.0 $76,706.3 $60,749.4 $2,086.4 $2,223.3 

</TABLE< 

(1) Includes propertles and equlpment, net of accumulated depreclatlon, and 
goodwlll, net of accumulated amortlzatlon. 

<TART,F,> 

<CAPTION> 

1999 

<C< 
$1,310.2 

91.7 
5.8 

.2 

$1,407.9 

Revenues Income Before Income Taxes 

In mllllons. 2001 2000 1999 2001 2000 

<S< <C< <C< <C< <C< <C< 
Unlted States $12,661.4 $10,683.5 $8,290.5 $2,660.6 $2,273.1 
Unlted Klngdom 1,014.4 1,059.9 995.0 206.4 274.1 
Canada 220.2 194.4 178.2 48.4 41.3 
Other 19.7 23.1 35.4 23.1 22. 0 

Total $13,915.7 $11,960.9 $9,499.1 $2,938.5 $2,610.5 

</TABLE< 
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Management's Report 

To the Shareholders of Household Internatlonal, Inc. 

Household Internatlonal's management lS responslble for the preparatlon, 
lntegrlty and falr presentatlon of lts publlshed flnanclal statements. The 
consolldated flnanclal statements have been prepared ln accordance wlth 
generally accepted accountlng prlnclples and, as such, lnclude amounts based 
JUdgments and estlmates made by management. Management also prepared other 
lnformatlon lncluded ln the annual report and lS responslble for lts accuracy 
and conslstency wlth the flnanclal statements. 

The consolldated flnanclal statements have been audlted by an lndependent 
accountlng flrm, Arthur Andersen LLP, whlch has been glven unrestrlcted access 
to all flnanclal records and related data, lncludlng mlnutes of all meetlngs of 
shareholders, the Board of Dlrectcrs and commlttees of the board. Management 
belleves that representatlons made to the lndependent audltors durlng thelr 
audlt were valld and approprlate. 

Management malntalns a system of lnternal controls over the preparatlon of lts 
publlshed flnanclal statements. These controls are deslgned to provlde 
reasonable assurance to the company's Board of Dlrectors and offlcers that the 
flnanclal statements have been falrly presented ln accordance wlth generally 
accepted accountlng prlnclples. The Board, operatlng through lts audlt commlttee 
whlch lS composed entlrely of non-executlve dlrectors, provldes overslght to the 
flnanclal reportlng process. 

Internal audltors monltor the operatlon of the lnternal control system and 
actlons are taken by management tc respond to deflclencles as they are 
ldentlfled. Even effectlve lnternal controls, no matter how well deslgned, have 
lnherent llmltatlons, such as the posslblllty of human error or of clrcumventlon 
or overrldlng of controls, and the conslderatlon of cost ln relatlon to beneflt 

1999 

<C< 
$1,930.7 

223.9 
39.4 
26.7 

$2,220.7 

<C< 
26,935.5 
3,039.8 

15,793.1 
11,269.7 
13,881.9 

808.3 

71,728.3 
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of a control. Further, the effectlveness of an lnternal control can change wlth 
clrcumstances. 

Household Internatlonal's management perlodlcally assesses the lnternal controls 
for adequacy. Based upon these assessments, Household Internatlonal's management 
belleves that, ln all materlal respects, lts lnternal controls to 
preparatlon of consolldated flnanclal statements as of December 
functloned effectlvely durlng the year ended December 31, 2001. 

Management has long recognlzed lts responslblllty for conductlng the company's 
affalrs ln a manner whlch lS respcnslve to the lnterest of employees, 
shareholders, lnvestors and soclety ln general. Thls responslblllty lS lncluded 
ln the statement of pollcy on ethlcal standards whlch provldes that the company 
Wlll fully comply wlth laws, rules and regulatlons of every communlty ln whlch 
lt operates and adhere to the hlghest ethlcal standards. Offlcers, employees and 
agents of the company are expected and dlrected to manage the buslness of the 
company wlth complete honesty, candor and lntegrlty. 

/s/ Wllllam F. Aldlnger /s/ Davld A. Schoenholz 
Wllllam F. Aldlnger Davld A. Schoenholz 
Chalrman and Vlce Chalrman -
Chlef Executlve Offlcer Chlef Flnanclal Offlcer 

January 14, 2002 
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RPport of TnrlPpPnrlPnt Pllhll r Arrollntc=Jnts 

To the Shareholders of Household Internatlonal, Inc. 

We have audlted the accompanylng consolldated balance sheets of Household 
Internatlonal, Inc. (a Delaware ccrporatlon) and subsldlarles as of December 31, 
2001 and 2000, and the related consolldated statements of lncome, changes ln 
preferred stock and common sharehclders' equlty and cash flows for each of the 
three years ln the perlod ended December 31, 2001. These flnanclal statements 
are the responslblllty of Household Internatlonal Inc.'s management. Our 
responslblllty lS to express an o~lnlon on these flnanclal statements based on 
our audlts. 

We conducted our audlts ln accordance wlth audltlng standards generally accepted 
the Unlted States. Those standards requlre that we plan and perform the audlt 

to obtaln reasonable assurance abcut whether the flnanclal statements are free 
of materlal mlsstatement. An audlt lncludes examlnlng, on a test basls, evldence 
supportlng the amounts and dlsclosures ln the flnanclal statements. An audlt 
also lncludes assesslng the accountlng prlnclples used and slgnlflcant estlmates 
made by management, as well as evaluatlng the overall flnanclal statement 
presentatlon. We belleve that our audlts provlde a reasonable basls for our 
oplnlon. 

In our oplnlon, the consolldated flnanclal statements referred to above present 
falrly, ln all materlal respects, the consolldated flnanclal posltlon of 
Household Internatlonal, Inc. and subsldlarles as of December 31, 2001 and 2000, 
and the consolldated results of thelr operatlons and thelr cash flows for each 
of the three years ln the perlod ended December 31, 2001 ln conformlty wlth 
accountlng prlnclples generally accepted ln the Unlted States. 

Arthur Andersen LLP 

/s/ Arthur Andersen LLP 
Chlcago, Illlnols 
January 14, 2002 

<PAGE> 

Common and Preferred Stock Informatlon 

74 

Household Internatlonal, Inc. 
and Subsldlarles 

Household Internatlonal common stcck lS llsted on the New York and Chlcago stock 
exchanges. We also have unllsted tradlng prlvlleges on the Boston, Paclflc and 
Phlladelphla stock exchanges. Call and put optlons are traded on the Amerlcan 
Stock Exchange, Paclflc Stock Exchange and Chlcago Board of Optlons Exchange. 

<TABLE> 
<CAPTION> 

Stock Tlcker Symbol 

Dlvldends Declared 

2001 2000 Features Redemptlon Features 
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<S< 
Common 

<C< <C> <C> <C> <C< 
N/A HI $ .85 $ .74 Quarterly d1v1dend 

5% Cumulat1ve Preferred HI + FRM 

$4.50 Cumulat1ve Preferred HI + FRN 

$4.30 Cumulat1ve Preferred HI + FRO 

1/4% Cumulat1ve Preferred, 
Ser1es 1992-A HI + PRZ 
Depos1tary Shares 
represent1ng 1/40 share 
of 8 1/4% Cumulat1ve 
Preferred Stock, 
Ser1es 1992-A 

7.50% Cumulatlve Preferred, 
Serles 2001-A HI + PRS 
Deposltary Shares 
representlng 1/40 share 
of 7.50% Cumulatlve 
Preferred Stock, 
Serles 2001-A/1/ 

</TABLE< 
<TABLE> 
<CAPTION> 

$2.5 0 

$4.50 

$4.30 

$2.0625 

$0.4896 

rate 1ncreased to $.22 
effect1ve 7/15/01 

$2.50 Nonconvert1ble 

$4.50 Nonconvert1ble 

$4.30 Nonconvert1ble 

$2.0625 Nonconvert1ble 

N/A Nonconvertlble 

Redeemable at our opt1on 

Redeemable at our opt1on 

Redeemable at our opt1on 

Cannot be redeemed pr1or to 
10/16/2002. Redeemable at our 
opt1on after 10/15/2002 1n 
whole or 1n part at $25.00 
per depos1tary share plus 
accrued and unpa1d d1v1dends. 

Cannot be redeemed prlor to 
9/27/2006. Redeemable at our 
optlon after 9/26/2006 ln 
whole or ln part at $25.00 
per deposltary share plus accrued 
and unpald dlvldends. 

Net Shares Outstandlng Shareholders of Record 2001 Market Prlce 2000 Market Prlce 

Stock 

<S< 
Common 
5~ r:llmlll c=Jtl VP PrPfPrrPrl 
$4.5 0 Cumulatlve Preferred 
$4.30 Cumulatlve Preferred 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A 
7.50% Cumulatlve Preferred, 

Serles 2001-A/1/ 

/1/Issued September 27, 2001. 
</TABLE< 

<PAGE> 

2001 

<C< 
457,124,303 

407,718 
103,976 
836,585 

2,000,000 

12,000,000 

75 

2000 2001 2000 

<C< <C< <C< <C> 
471,019,659 19,226 19,468 $69.98 

407,718 1 , 1 81 1 '?54 41 . 5o 
103,976 242 269 66.20 
836,585 513 542 63.00 

2,000,000 201 228 27.50 

N/A 15 N/A 25.87 

Household Internatlonal, Inc. 
and Subsldlarles 

Common and Preferred Stock Informatlon (contlnued) 

<TABLE> 
<CAPTION> 

Year ended December 31, unless otherwlse lndlcated 

<S< 
Market Value Share of Common Stock (Hlgh-Low prlces 

Flrst Quarter 
Second Quarter 
Thlrd Quarter 
Fourth Quarter 
Yearly range 
Year-end close 
Composl te common shares traded 
Average dally volume 

Shares Outstandlng at December 31 
Common 
5% Cumulatlve Preferred/2/ 
$4.50 Cumulatlve Preferred/2/ 
$4.30 Cumulatlve Preferred/2/ 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A/1/ 
7.50% Cumulatlve Preferred, 

Serles 2001-A/1, 3/ 
7.35% Preferred, Serles 1993-A/1/ 

Shareholders of Record at December 31 
Common 
5% Cumulatlve Preferred/2/ 
$4.50 Cumulatlve Preferred/2/ 
$4.30 Cumulatlve Preferred/2/ 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A/1/ 
7.50% Cumulatlve Preferred, 

Serles 2001-A/1, 3/ 
7.35% Preferred, Serles 1993-A/1/ 

on NYSE) 

2001 2000 

<C< <C< 

62.00-52.00 39.19-29.50 
69.98-57.45 48.19-37.63 
69.49-48.00 57.44-41.00 
61.40-51.29 56.94-43.88 
69.98-48.00 57.44-29.50 

57.94 55.00 
563,070,100 408,751,400 

2,270,444 1,622,029 

457,124,303 471,019,659 
407,718 407,718 
103,976 103,976 
836,585 836,585 

2,000,000 2,000,000 

12,000,000 

19,226 19,468 
1,183 1' 25 4 

242 269 
513 5 42 

201 228 

15 

Low Low 

<C< <C< <C< 
$48.00 $57.44 $29.50 
10.00 17.00 ?9.00 
56.75 65.25 50.00 
53.25 62.63 50.00 

24.5 0 26.63 25.25 

23. 00 

1999 1998 1997 

<C< <C< <C< 

46.69-38.69 47.79-37.71 36.08-28.33 
52.31-42.00 52.56-41.67 39.15-26.21 
50.19-36.19 53.69-35.25 43.33-36.15 
48.00-35-81 40.50-23.00 43.21-36.13 
52.31-35.81 53.69-23.00 43.33-26.21 

37.25 39.63 42.54 
390,575,200 454,878,500 302,551,200 

1,549,902 1,805,073 1,195,854 

467' 911' 445 483,137,739 485,351,517 
407,718 407,718 
103,976 103,976 
836,585 836,585 

2,000,000 2,000,000 2,000,000 

4,000,000 

19,991 20,584 10,239 
1' 363 1,329 

288 283 
5 92 380 

258 309 356 

247 
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Total 21,380 21,761 22' 4 92 22,885 10,842 

</TABLE< 
/1/ Per deposltary share. 
/2/ The 5%, $4.50 and $4.30 Cumulatlve Preferred Stock was lssued by Household 

to replace Beneflclal preferred stock at the tlme of the 
merger. The lnformatlon presented for these shares lS for the 
perlod subsequent to the merger. 

/3/ Issued September 27, 2001. 

76 

</TEXT< 
< / DOCUMENT< 

http://www. sec.gov/ Archives/edgar/data/3 54964/0000950131 02000889/dex 13 .txt 12/9/2008 

HHT 0015850 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 196 of 209 PageID #:80542



<DOCUMENT> 
<TYPE>EX-21 
<SEQUENCE>14 
<FILENAME>dex21.txt 
<DESCRIPTION>LIST OF OUR SUBSIDIARIES 
<TEXT> 
<PAGE> 

SUBSIDIARIES OF HOUSEHOLD INTERNATIONAL, INC. 

Exhrbrt 21 

As of December 31, 2001, the followrng subsrdrarres were drrectly or rndrrectly 
owned by the Regrstrant. Certarn subsrdrarres whrch rn the aggregate do not 
const1tute s1gn1f1cant subs1d1ar1es may be om1tted. 

SUBSIDIARIES/AFFILIATES OF REGISTRANT 
<TABLE> 
<CAPTION> 

Busrness Name and Address(1) 

<S> 
Household Investment Fundrng, Inc. 

Household Av1at1on, LLC 

Ham1lton Investments, Inc. 

Crarg-Hallum Corporatron 

Household Credrt Servrces II=II ,Inc. 

Rena1ssance Bankcard Serv1ces 

Rena1ssance Bankcard Serv1ces of Kentucky 

Household Bank, f.s.b. 

HB Recervables Corporatron 

Benef1c1al Reta1l Serv1ces, Inc. 

HHTS, Inc. 

Household Bank (SB), N.A. 

Household Affrnrty Fundrng Corporatron 

Household Serv1ce Corporat~on of Illlnols, Inc. 

Household Insurance Serv1ces, Inc. 

Housekey F1nanc1al Corporat1on 

Household Mortgage Services, Inc. 

Benef1c1al Serv1ce Corporat1on 

Benef1c1al Serv1ce Corporat1on of Delaware 

Household Caprtal Corporatron 

Household Finance Corporation 

HRSI Fundrng, Inc. II 

Household Affrnrty Fundrng Corporatron II 

Household Recervables Fundrng, Inc. III 

Household Receivables Acquisition Company II 

HGF Leaslng, Inc. 

State of 

Incorporat1on 

<C> 
Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Oregon 

Kentucky 

Cal1forn1a 

Nevada 

Delaware 

Illrnors 

Unrted States 

Delaware 

Illrnors 

Illrnors 

Illrnors 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Page 1 of 11 

% of Votlng Shares, 
Part. Interests, 
Votrng Trust Certs. 
Cap tal 

<C> 
100% 

N/A 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 
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Beneflclal Corporatlon 

Beneflclal Flnance Co. 

Benefrcral Loan Corporatron of Kentucky 

Benefrcral Credrt Corp. 

Guaranty and Indemnlty Insurance Company 

Bencharge Credrt Servrce Holdrng Company 

Benefrcral Credrt Servrces Northeast, Inc. 

Household Payroll Servlces, Inc. 

Beneflclal Credlt Servlces of Connectlcut Inc. 

Beneflclal Credlt Servlces of MlSSlSSlppl Inc. 

Benefrcral Credrt Servrces of South Carolrna Inc. 

Beneflclal Credlt Servlces Inc. 

Beneflclal Alabama Inc. 

Beneflclal Arlzona Inc. 

Benefrcral Calrfornra Inc. 

Beneflclal Colorado Inc. 

Benefrcral Commercral Hold~ng Corp. 

Beneflclal Commerclal Corporatlon 

Beneflclal Flnance Leaslng Corp. 

Beneflclal Leaslng Group, Inc. 

Nell Corporatlon 

Sllllman Corporatlon 

Beneflclal Connectlcut Inc. 

Beneflclal Consumer Dlscount Co. 

Beneflclal Delaware Inc. 

Beneflclal Dlscount Co. of Vlrglnla 

Benefrcral Frnance Co. of Hest Vrrgrnra 

Beneflclal Flnance Servlces, Inc. 

Beneflclal Florlda Inc. 

Benefrcral Mortgage Co. oc Florrda 

Beneficial Georgia Inc. 

Beneflclal Hawall Inc. 

</TABLE< 

<PAGE< 

<TABLE< 
<CAPTION< 

<S< 
Benefrcral Idaho Inc. 

Beneflclal Illlnols Inc. 

Delaware 

Delaware 

Kentucky 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Alabama 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Pennsylvanla 

Delaware 

Delaware 

Delaware 

Kansas 

Delaware 

Delaware 

Delaware 

Delaware 

<C< 
Delaware 

Delaware 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

<C< 
100% 

100% 
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Beneflclal Income Tax Serv~ce Holdlng Co., Inc. Delaware 100% 

Household Tax Masters Inc. Delaware 100% 

Beneflclal Indlana Inc. Delaware 100% 

Beneflclal Investment Co. Delaware 100% 

Beneflclal Credlt Servlces of New York, Inc. Delaware 100% 

Beneflclal New York Inc. New York 100% 

Beneflclal Homeowner Serv~ce Corporatlon Delaware 100% 

Beneflclal Iowa Inc. Iowa 100% 

Beneflclal Kansas Inc. Kansas 100% 

Beneflclal Kentucky Inc. Delaware 100% 

Beneflclal Land Company, Inc. New Jersey 100% 

Beneflclal Loan & Thrlft Co. Mlnnesota 100% 

Beneflclal Loulslana Inc. Delaware 100% 

Beneflclal Malne Inc. Delaware 100% 

Beneflclal Management Corporatlon Delaware 100% 

Beneflclal Management Instltute, Inc. New York 100% 

Beneflclal Management Corporatlon of Amerlca Delaware 100% 

Beneflclal Franchlse Company Inc. Delaware 100% 

Beneflclal Buslness Cred~t Corp. Delaware 100% 

Beneflclal Mark Holdlng =nc. Delaware 100% 

Beneflclal Trademark Co. Delaware 100% 

Beneflclal Management Headquarters, Inc. New Jersey 100% 

Beneflclal Facllltles Corporatlon New Jersey 100% 

Beneflclal Maryland Inc. Delaware 100% 

Beneflclal Massachusetts Inc. Delaware 100% 

Beneflclal Mlchlgan Inc. Delaware 100% 

Beneflclal MlSSlSSlppl Inc. Delaware 100% 

Beneflclal Mlssourl, Inc. Delaware 100% 

Beneflclal Montana Inc. Delaware 100% 

Beneflclal Mortgage Holdlng Company Delaware 100% 

Beneflclal Excess Servlclng Inc. Delaware 100% 

Beneflclal Home Mortgage Loan Corp. Delaware 100% 

Beneflclal Mortgage Co. o= Arlzona Delaware 100% 

Beneflclal Mortgage Co. oc Colorado Delaware 100% 

Beneflclal Mortgage Co. o= Connectlcut Delaware 100% 

Beneflclal Mortgage Co. o= Georgla Delaware 100% 

Beneflclal Mortgage Co. oc Idaho Delaware 100% 

Beneflclal Mortgage Co. o= Indlana Delaware 100% 

Beneflclal Mortgage Co. o= Kansas, Inc. Delaware 100% 

Beneflclal Mortgage Co. o= Loulslana Delaware 100% 
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Beneflclal Mortgage Co. oc Maryland 

Beneflclal Mortgage Co. o= Massachusetts 

Beneflclal Mortgage Co. o= MlSSlSSlppl 

Beneflclal Mortgage Co. o= Mlssourl, Inc. 

Beneflclal Mortgage Co. oc Nevada 

Beneflclal Mortgage Co. oc New Hampshlre 

Beneflclal Mortgage Co. oc Oklahoma 

Beneflclal Mortgage Co. oc Rhode Island 

Beneflclal Mortgage Co. oc South Carollna 

Beneflclal Mortgage Co. o= Texas 

Beneflclal Mortgage Co. oc Utah 

Beneflclal Mortgage Co. o= Vlrglnla 

Beneflclal Mortgage Co. of North Carollna 

Declslon One Mortgage Company, LLC 

Beneflclal Natlonal Bank USA 

Beneflclal Servlce Corporatlon of New Jersey 

Beneflclal Nebraska Inc. 

Beneflclal Nevada Inc. 

Beneflclal New Hampshlre Inc. 

Beneflclal New Jersey Inc. 

Beneflclal New Mexlco Inc. 

Beneflclal North Carollna =nc. 

Beneflclal Oklahoma Inc. 

Beneflclal Oregon Inc. 

Beneflclal Real Estate Company,Inc. 

Beneflclal Rhode Island Inc. 

Beneflclal South Carollna =nc. 

Beneflclal South Dakota Inc. 

Beneflclal Systems Development Corp 

Beneflclal Technology Corporatlon 

Beneflclal Tennessee Inc. 

</TABLE< 

<PAGE< 

<TABLE< 
<CAPTION< 

<S< 
Beneflclal Texas Inc. 

Beneflclal Utah Inc. 

Beneficial Vermont Inc. 

Beneflclal Vlrglnla Inc. 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

North Carollna 

Delaware 

Delaware 

Nebraska 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

New Jersey 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Tennessee 

<C< 
Texas 

Delaware 

Delaware 

Delaware 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

<C< 
100% 

100% 

100% 

100% 
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Beneflclal Washlngton Inc. Delaware 100% 

Beneflclal West Vlrglnla, =nc. 100% 

Benefrcral Wrsconsrn Inc. Delaware 100% 

Beneflclal Wyomlng Inc. Wyomrng 100% 

Benevest Group Inc. Delaware 100% 

Benevest Servlce Company Delaware 100% 

Benevest Servlces, Inc. Washrngton 100% 

Benevest Escrow Company Delaware 100% 

BMC Holdrng Company Delaware 100% 

Beneflclal Mortgage Corporatlon Delaware 100% 

Benefrcral Mortgage Serv~ces, Inc. Delaware 100% 

Bon Secour Propertles Inc. Alabama 100% 

Capltal Flnanclal Servlces Inc. Nevada 100% 

Harbour Island Inc. Florrda 100% 

Harbour Island Venture One, Inc. Florrda 100% 

Harbour Island Venture Three, Inc. Florlda 100% 

Harbour Island Venture Four, Inc. Florrda 100% 

Tampa Island Translt Company, Inc. Florrda 100% 

Personal Mortgage Holdrng Company Delaware 100% 

Personal Mortgage Corporatlon Delaware 100% 

Southern Trust Company Delaware 100% 

Southwest Beneflclal Flnance, Inc. Illrnors 100% 

Wasco Propertles, Inc. Delaware 100% 

Beneflclal Real Estate Jo~nt Venture, Inc. Delaware 100% 

Alabama Propertles Delaware 100% 

HFC Card Fundrng Corporatron Delaware 100% 

HFC Fundrng Corporatron Delaware 100% 

HFC Revolvrng Corporatron Delaware 100% 

HFS Fundrng Corporatron Delaware 100% 

Household Acqulsltlon Corporatlon Delaware 100% 

HFTA Corporation Delaware 100% 

Paclflc Agency, Inc. Nevada 100% 

HFTA Consumer Dlscount Company Pennsylvanla 100% 

HFTA Flrst Flnanclal Corporatlon Callfornla 100% 

HFTA Second Corporation Alabama 100% 

HFTA Thrrd Corporatron Delaware 100% 

HFTA Fourth Corporatron Mlnnesota 100% 

HFTA Frfth Corporatron Nevada 100% 

HFTA Sixth Corporation Nevada 100% 

HFTA Seventh Corporatron New Jersey 100% 
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HFTA Elghth Corporatlon 

HFTA Nlnth Corporatlon 

HFTA Tenth Corporatlon 

Household F1nance Corp. o= Hawa11 

Pac1f1c F1nance Loans 

Household Automot1ve F1nance Corp. 

ACC Fundlng Corp. 

ACC Recelvables Corp. 

Household Automot1ve Cred1t Corporat1on 

OFL A Recelvables Corp. 

Household Auto Recelvables Corporatlon 

Household Bank (Nevada), N.A. 

Household Card Fundlng Corporatlon 

Household Rece1vables Fund~ng Corporat1on 

Household Recelvables Fund~ng Corporatlon II 

Household Rece1vables Fund~ng, Inc. 

Household Capltal Markets, =nc. 

Household Card Serv1ces, Inc. 

Household Consumer Loan Corporat1on 

Household Corporat1on 

Household Cred1t Serv1ces, =nc. 

Rena1ssance Recovery Serv1ces, Inc. 

Household Cred1t Serv1ces o= Mex1co, Inc. 

Household F1nanc1al Serv1ces, Inc. 

Household Group, Inc. 

N Q Penslon Company 

Beneflclal Loan Corp. of Kentucky 

Household Company of Malne 

Household Llfe Insurance Co. of Arlzona 

</TABLE< 

<PAGE< 

<TABLE< 
<CAPTION< 

<S< 
Household Insurance Group Holdlng Company 

Household Llfe Insurance Company of Delaware 

Household Insurance Agency, Inc. 

Household Insurance Agency, Inc. 

Wesco Insurance Company 

Ohlo 

Washlngton 

Hawa11 

Cal1forn1a 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Nevada 

Unlted States 

Delaware 

Nevada 

Delaware 

Delaware 

Delaware 

Nevada 

Nevada 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Kentucky 

Malne 

Arlzona 

<C< 
Delaware 

Delaware 

Nevada 

Delaware 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

<C< 
100% 

100% 

100% 

100% 

100% 
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Southwest Texas General Agency, Inc. Texas 100% 

Servlce General Insurance Company Ohro 100% 

Benefrcral Ohro Inc. Delaware 100% 

Servlce Management Corporatlon Ohro 100% 

B.I.G. Insurance Agency, Inc. Ohro 100% 

BFC Agency, Inc. Delaware 100% 

BFC Insurance Agency of Nevada Nevada 100% 

Beneflclal Dlrect, Inc. New Jersey 100% 

Household Insurance Group, Inc. Delaware 100% 

Servrce Adrnrnrstrators, Inc. (USA) Colorado 100% 

Household Lrfe Insurance Company Mrchrgan 100% 

Frrst Central Natronal L~fe Insurance Company of New York New York 100% 

Arcadla Insurance Admlnlstrators, Inc. Delaware 100% 

AHLIC Investment Holdrngs Corporatron Delaware 100% 

Cal Pacrfrc Servrces, Inc. Calrfornra 100% 

HFS Investments, Inc. Nevada 100% 

JV Mortgage Caprtal, Inc. Delaware 50% 

JV Mortgage Caprtal, L.P. Delaware 50.5% 

JV Mortgage Caprtal Consumer Drscount Company Pennsylvanla 100% 

Household Buslness Servlces, Inc. Delaware 100% 

Flnanclal Network Alllance, L.L.P. Illrnors 50% 

FNA Consumer Dlscount Company Pennsylvanla 100% 

Household Commerclal Flnanclal Servlces, Inc. Delaware 100% 

The Generra Company Delaware 100% 

Buslness Realty Inc. Delaware 100% 

Buslness Lakevlew, Inc. Delaware 100% 

Caprtal Graphrcs, Inc. Delaware 100% 

CPI Enterprrses Delaware 100% 

HCFS Buslness Equlpment Corporatlon Delaware 100% 

HFC Commercral Realty, Inc. Delaware 100% 

PPSG Corporation Delaware 100% 

G.C. Center, Inc. Delaware 100% 

Com Realty, Inc. Delaware 100% 

Lrghthouse Property Corporatron Delaware 100% 

Household OPEB I, Inc. Illinois 100% 

HFC Leaslng, Inc. Delaware 100% 

Frrst HFC Leasrng Corporatron Delaware 100% 

Second HFC Leaslng Corporatlon Delaware 100% 

Valley Properties Corporation Tennessee 100% 

Frfth HFC Leasrng Corporatron Delaware 100% 
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Slxth HFC Leaslng Corporatlon 

Seventh HFC Leaslng Corporatlon 

Elghth HFC Leaslng Corporatlon 

Tenth HFC Leaslng Corporatlon 

Eleventh HFC Leaslng Corporatlon 

Thlrteenth HFC Leaslng Corporatlon 

Fourteenth HFC Leaslng Corporatlon 

Seventeenth HFC Leaslng Corporatlon 

Nlneteenth HFC Leaslng Corporatlon 

Twenty second HFC Leaslng Corporatlon 

Twenty slxth HFC Leaslng Corporatlon 

Beaver Valley, Inc. 

Hull 752 Corporatlon 

Hull 753 Corporatlon 

Thlrd HFC Leaslng Corporatlon 

Macray Corporatlon 

Fourth HFC Leaslng Corporatlon 

Pargen Corporatlon 

Flfteenth HFC Leaslng Corporatlon 

Hull Flfty Corporatlon 

HFC Retall Credlt Servlces, Inc. 

Household Capltal Investment Corporatlon 

Old K & B Corporatlon 

Household Commerclal of Callfornla, Inc. 

Nlght Watch FSC, Ltd. 

Amstelveen FSC, Ltd. 

Overseas Leaslng Two FSC, Ltd. 

</TABLE< 

<PAGE< 

<TABLE< 
<CAPTION< 

<S< 
Overseas Leaslng Four FSC, Ltd. 

Overseas Leasing Five FSC, Ltd. 

Real Estate Collateral Management Company 

OLC, Inc. 

OPI, Inc. 

Household Finance Consumer Discount Company 

Household Flnance Corporat~on II 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Delaware 

Callfornla 

Delaware 

Callfornla 

Delaware 

Delaware 

Delaware 

Delaware 

Callfornla 

Bermuda 

Bermuda 

Bermuda 

<C< 
Bermuda 

Bermuda 

Delaware 

Rhode Island 

Pennsylvania 

Delaware 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

94.4% 

100% 

100% 

100% 

100% 

<C< 
100% 

100% 

100% 

100% 

100% 

100% 

100% 
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Household Flnance Corporat~on of Alabama Alabama 100% 

Household Flnance Corporat~on of Callfornla Delaware 100% 

Household Frnance Corporat~on of Nevada Delaware 100% 

Household Frnance Realty Corporatron of New York Delaware 100% 

Household Flnance Corporat~on of West Vlrglnla 100% 

Household Flnance Industrlal Loan Company Washrngton 100% 

Household Frnance Industrral Loan Company of Iowa Iowa 100% 

Household Frnance Realty Corporatron of Nevada Delaware 100% 

Household Flnance Corporatlon III Delaware 100% 

HFC Agency of Connectrcut, Inc. Connectlcut 100% 

HFC Agency of Mrchrgan, =nc. Mrchrgan 100% 

HFC Agency of Mlssourl, =nc. Mlssourl 100% 

Household Realty Corporatron Delaware 100% 

Overseas Leaslng One FSC, Ltd. Bermuda 100% 

Household Retarl Servrces, Inc. Delaware 100% 

HRSI Fundlng, Inc. Nevada 100% 

Household Flnanclal Center Inc. Tennessee 100% 

Household Industrral Frnance Company Mlnnesota 100% 

Household Industrral Loan Co. of Kentucky Kentucky 100% 

Household Recovery Servlces Corporatlon Delaware 100% 

Household Relocatlon Management, Inc. Illrnors 100% 

Household Servlclng, Inc. Delaware 100% 

Mortgage One Corporatron Delaware 100% 

Mortgage Two Corporatlon Delaware 100% 

Srxty Frrst HFC Leasrng Corporatron Delaware 100% 

Household Poolrng Corporatron Nevada 100% 

Household Recervables Acqursrtron Company Delaware 100% 

Household REIT Corporatron Nevada 100% 

Household Frnancral Group, Ltd. Delaware 100% 

Household Global Fundrng, Inc. Delaware 100% 

Household Overseas Limited England 100% 

Household Internatronal Netherlands B.V. Netherlands 100% 

Beneflclal Premlum Servlces Llmlted England 100% 

Beneflclal Llmlted England 100% 

Extracard Corp. Delaware 100% 

Household Ireland (Holdrngsi, Lrmrted Delaware 100% 

BFC Ireland (Holdrngs) Lrm~ted Ireland 100% 

BFC Insurance (Lrfe) Lrmrted Ireland 100% 

BFC Management Services L~mited Ireland 100% 

BFC Insurance Llmlted Ireland 100% 
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BFC Relnsurance Llmlted 

Household Internatlonal (U.K.) Llmlted 

D.L.R.S. Llmlted 

HFC Bank plc 

Beneflclal Flnanclal Serv~ces Llmlted 

Beneflclal Leaslng Llmlted 

Beneflclal Trust Investments Llmlted 

Beneflclal Trust Nomlnees Llmlted 

Endeavour Personal Flnance Llmlted 

Securlty Trust Llmlted 

Sterllng Credlt Llmlted 

Sterllng Credlt Management Llmlted 

The Loan Corporatlon Llmlted 

HFC Penslon Plan (Irelandi Llmlted 

Hamllton Flnanclal Plannlng Servlces Ltd. 

Hamllton Insurance Company Llmlted 

Hamllton Llfe Assurance Company Llmlted 

HFC Penslon Plan Llmlted 

Household Fundlng plc 

Household Investments Llm~ted 

Household Leaslng Llmlted 

Household Management Corporatlon Llmlted 

Household Flnanclal Corporatlon Llmlted 

Household Realty Corporatlon (1997) Llmlted 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 

<S> 
Household Flnance Corporat~on of Canada 

Household Realty Corporatlon Llmlted 

Household Trust Company 

Household Flnanclal Corporatlon Inc. 

Household Relnsurance Ltd. 

</TABLE> 

Ireland 

England 

England 

England 

England 

England 

England 

England 

England 

England 

England 

England 

England 

Ireland 

England 

England 

England 

England 

England 

England 

England 

England and Wales 

Ontarlo 

<C> 
Canada 

Ontarlo 

Canada 

Ontarlo 

Bermuda 

(1) The buslness address for Household Internatlonal and Household Flnance 
Corporatlon and lts subsldlarles lS 2700 Sanders Road, Prospect Helghts, 
Illlnols 60070. The buslness address for Household Bank, f.s.b. and lts 
subsldlarles lS 2700 Sanders Road, Prospect Helghts, Illlnols 60070. The 
business address for Househo~d's United Kingdom subsidiaries is North Street, 
Wlnkfleld, Wlndsor, Berkshlre SL4 4TD UNITED KINGDOM. The buslness address for 
Household's Canadlan subsldlarles lS 101 Duncan Mlll Road, Sulte 500, North 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

<C> 
100% 

100% 

100% 

100% 

100% 
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York, Ontarlo M3B 1Z3 CANADA. The buslness address for Household's lnsurance 
subsldlarles lS 200 Somerset Corporate Boulevard, Sulte 100, Brldgewater, New 
Jersey 08807. The buslness address for Household Bank, N.A. lS 1441 Schllllng 
Place, Sallnas, Callfornla 93901. The buslness address for Household's 
Automotlve subsldlarles lS 11452 El Camlno Real, Sulte 400, San Dlego, 
Callfornla 92130. 

</TEXT< 
</DOCUMENT> 
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<DOCUMENT> 
<TYPE>EX-23 
<SEQUENCE>15 
<FILENAME>dex23.txt 
<DESCRIPTION>CONSENT OF ARTHUR ANDERSEN LLP 
<TEXT> 
<PAGE> 

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS 

Household International, Inc.: 

Page 1 of 1 

EXHIBIT 23 

As independent public accountants, we hereby consent to the incorporation of our 
report dated January 14, 2002, included in this Annual Report on Form 10-K of 
Household International, Inc. for the year ended December 31, 2001, into the 
Company's previously filed Registration Statements No. 2-86383, No. 33-21343, 
No. 2-97495, No. 33-45454, No. 33-45455, No. 33-52211, No. 33-58727, No. 
333-00397, No. 33-44066, No. 333-03673, No. 333-39639, No. 333-58287, No. 
333-58289, No. 333-58291, No. 333-47073, No. 333-36589, No. 333-30600, No. 
333-50000, No. 333-70794, No. 333-71198 and No. 333-83474 on Form S-8 and 
Registration Statements No. 333-60510, No. 333-65679, and No. 333-01025 on Form 
S-3. It should be noted that we have not audited any financial statements of the 
company subsequent to Decemebr 31, 2001 or performed any audit procedures 
subsequent to the date of our report. 

/s/ Arthur Andersen 
Chicago, Illinois 
March 13, 2002 

</TEXT> 
</DOCUMENT> 
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<DOCUMENT> 
<TYPE>EX-99. (B) 
<SEQUENCE>16 
<FILENAME>dex99b.txt 
<DESCRIPTION>RATINGS OF HOUSEHOLD INTL, INC. & ITS SUBSIDIARIES 
<TEXT> 
<PAGE> 

EXHIBIT 99(b) 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

DEBT AND PREFERRED STOCK SECURITIES RATINGS OF THE 
COMPANY AND ITS SIGNIFICANT SUBSIDIARIES 

<TABLE> 
<CAPTION> 

<S> 
Household Internatlonal, Inc. 

Senlor debt 
Commerclal paper 
Preferred stock 

Household Flnance Corporatlon 
Senlor debt 
Senlor subordlnated debt 
Commerclal paper 

Household Bank, f.s.b. 
Senlor debt 
Subordlnated debt 
Certlflcates of deposlt 

(long/short-term) 
Thrlft notes 

HFC Bank plc 
Senlor debt 
Commerclal paper 

</TABLE> 

NR Not rated 

</TEXT> 
</DOCUMENT> 

Standard 
& Poor's 

Corporatlon 

<C> 

A 

A-1 
BBB+ 

A 
A

A-1 

A 

A-

A/A-1 
A-1 

A 

A-1 

Moody's 
Investors 

Servlce 

<C> 

A3 
P-2 

Baa2 

A2 
A3 

P-1 

A2 
A3 

A2/P-1 
P-1 

A2 
P-1 
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Fltch, Inc. 

<C> 

A 

F-1 
A-

A 
A

F-1 

A 

A-

A+/F-1 
F-1 

A+ 
NR 

12/9/2008 

HHT 0015863 

Case: 1:02-cv-05893 Document #: 2111-4 Filed: 02/24/16 Page 209 of 209 PageID #:80555



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 1 of 49 PageID #:80556



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 2 of 49 PageID #:80557



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 3 of 49 PageID #:80558



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 4 of 49 PageID #:80559



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 5 of 49 PageID #:80560



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 6 of 49 PageID #:80561



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 7 of 49 PageID #:80562



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 8 of 49 PageID #:80563



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 9 of 49 PageID #:80564



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 10 of 49 PageID #:80565



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 11 of 49 PageID #:80566



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 12 of 49 PageID #:80567



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 13 of 49 PageID #:80568



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 14 of 49 PageID #:80569



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 15 of 49 PageID #:80570



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 16 of 49 PageID #:80571



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 17 of 49 PageID #:80572



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 18 of 49 PageID #:80573



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 19 of 49 PageID #:80574



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 20 of 49 PageID #:80575



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 21 of 49 PageID #:80576



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 22 of 49 PageID #:80577



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 23 of 49 PageID #:80578



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 24 of 49 PageID #:80579



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 25 of 49 PageID #:80580



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 26 of 49 PageID #:80581



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 27 of 49 PageID #:80582



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 28 of 49 PageID #:80583



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 29 of 49 PageID #:80584



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 30 of 49 PageID #:80585



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 31 of 49 PageID #:80586



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 32 of 49 PageID #:80587



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 33 of 49 PageID #:80588



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 34 of 49 PageID #:80589



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 35 of 49 PageID #:80590



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 36 of 49 PageID #:80591



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 37 of 49 PageID #:80592



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 38 of 49 PageID #:80593



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 39 of 49 PageID #:80594



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 40 of 49 PageID #:80595



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 41 of 49 PageID #:80596



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 42 of 49 PageID #:80597



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 43 of 49 PageID #:80598



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 44 of 49 PageID #:80599



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 45 of 49 PageID #:80600



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 46 of 49 PageID #:80601



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 47 of 49 PageID #:80602



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 48 of 49 PageID #:80603



Case: 1:02-cv-05893 Document #: 2111-5 Filed: 02/24/16 Page 49 of 49 PageID #:80604



I 
I 
1 
l 

' ~ 

I . 

... .t-

(Mark One) 

FORMlO-Q 

UNITED STATES 

08/10/2001 10:22 AM 
I:\Dept\extrptg\REPT\200 1\Illl OQ.doc 

SECURITffiS AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

[X] QUAR1ERL Y REPORT PURSUANT TO SECTION l3 OR 15( d) OF TilE SECURITIES 
EXCHANGE ACT OF 1934 

For the quarterly period ended June 30,2001 

OR 

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF TilE SECURITIES 
EXCHANGE ACT OF 1934 

For the transition period from ______ to _____ _ 

Delaware 

Commission file number 1-8198 

HOUSEHOLD INTERNATIONAL, INC. 
(Exact name of registrant as specified in its charter) 

36-3121988 
(State of Incorporation) (I.R.S. Employer Identification No.) 

2700 Sanders Road, Prospect Heights, Illinois 60070 
(Address of principal executive offices)(Zip Code) 

(847) 564-5000 

Registrant's telephone number, including area code 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 
IS( d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period 
that the registrant was required to file such reports), and (2) has been subject to such filing requirements 
for the past 90 days. Yes [X] No [ ] 

At July 31, 2001, there were 461,745,882 shares of the registrant's common stock outstanding . 

AA 062719 
CONFIDENTIAL 

Case: 1:02-cv-05893 Document #: 2111-6 Filed: 02/24/16 Page 1 of 26 PageID #:80605



PART I. 

Item l. 

Item2. 

PART II. 

Item6. 

Signature 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

Table of Contents 

Financial Information 

Financial Statements 

Condensed Consolidated Statements of Income (Unaudited) -
Three and six months ended June 30, 2001 and 2000.......................................................... 2 

Condensed Consolidated Balance Sheets -
June 30, 200 I (Unaudited) and December 31, 2000 ...................... :..................................... 3 

Condensed Consolidated Statements of Cash Flows (Unaudited) -
Six months ended June 30, 2001 and 2000 .......................................................................... 4 

Notes to Interim Condensed Consolidated Financial 
Statements (Unaudited)........................................................................................................ 5 

Management's Discussion and Analysis of 
Financial Condition and Results of Operations ................................................................... . 12 

Other Information 

Exhibits and Reports on Form 8-K ..................................................................................... . 22 

23 

AA062720 
CONFIDENTIAL 

Case: 1:02-cv-05893 Document #: 2111-6 Filed: 02/24/16 Page 2 of 26 PageID #:80606



.t .. 
' -

PART I. FINANCIAL INFORMATION 
Item 1. FINANCIAL STATEMENTS 

Household International, Inc. and Subsidiaries 

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED) 

Three months ended 
June30, 

(In millions, except per share data) 2001 2000 

Finance and other interest income $ 2,451.2 $ 2,083.4 
Interest expense 1,048.4 933.0 

Net interest margin 1,402.8 1,150.4 
Provision for credit losses on owned receivables 657.1 495.6 

Net interest margin after provision for credit losses 745.7 654.8 

Securitization revenue 400.6 355.6 
Insurance revenue 159.3 131.8 
Investment income 37.8 42.5 
Fee income 232.7 195.9 
Other income 49.4 31.9 

Total other revenues 879.8 757.7 

Salaries and fringe benefits 387.2 321.5 
Sales incentives 73.6 57.4 
occupancy and equipment expense 83.7 75.6 
Other marketing expenses 129.0 125.3 
Other servicing and administrative expenses 171.7 144.1 
Amortization of acquired intangibles and goodwill 37.5 38.9 
Policyholders' benefits 73.1 64.3 

Total costs and expenses 955.8 827.1 

Income before income taxes 669.7 585.4 
Income taxes 230.7 201.5 

Net income $ 439.0 $ 383.9 

E~GSPERCONrndONSHARE 
Net income $ 439.0 $ 383.9 
Preferred dividends (2.3) (2.3) 

Earnings available to common shareholders $ 436.7 $ 381.6 

Average common shares 463.0 473.3 
Average common and common equivalent shares 469.6 477.0 

Basic earnings per common share $ .94 $ .80 
Diluted earnings per common share .93 .80 
DnnDENDSDECLAREDPERCO~ONSHARE $ .22 $ .19 

See notes to interim condensed consolidated financial statements. 

2 

Six months ended 
June30, 

2001 2000 

$ 4,881.5 $ 4,008.3 
2,155.2 1,754.7 

2,726.3 2,253.6 
1,360.7 1,017.7 

1,365.6 1,235.9 

806.9 702.0 
317.9 266.8 

79.6 83.3 
470.6 3752 
211.1 165.2 

1,886.1 1,592.5 

764.8 623.6 
128.1 100.2 
167.2 15l.l 
264.2 258.4 
365.1 330.9 

76.4 82.1 
150.6 13l.2 

1,916.4 1,677.5 

1,335.3 1,150.9 
464.5 394.1 

$ 870.8 $ 756.8 

$ 870.8 $ 756.8 
(4.6) . (4.6) 

$ 866.2 $ 752.2 

464.5 471.9 
470.8 475.5 

$ 1.86 $ 1.59 
1.84 1.58 

$ .41 $ .36 
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Household International, Inc. and Subsidiaries 

CONDENSED CONSOLIDATED BALANCE SHEETS 

June30, December 31, 
(In millions, except per share data) 2001 2000 
ASSETS (UNAUDITED) 
Cash $ 302.0 $ 490.2 
Investment securities 3,471.0 3,259.0 
Receivables, net 71,209.8 67,161.7 
Acquired intangibles and goodwill, net 1,630.7 1,705.7 
Properties and equipment, net 545.8 517.6 
Real estate owned 365.2 337.1 
Other assets 3,453.1 3,235.0 
Total assets $ 80,977.6 $ 76,706.3 

LIABILITIES AND SHAREHOLDERS' EQUITY 
Debt: 

Deposits $ 7,943.3 $ 8,676.9 
Commercial paper, bank and other borrowings 11,194.8 10,787.9 
Senior and senior subordinated debt (with original 

maturities over one year) 48,654.0 45,053.0 
Total debt 67,792.1 64,517.8 

Insurance policy and claim reserves 1,102.8 1,106.6 
Other liabilities 3,146.9 2,291.3 

Total liabilities 72,041.8 67,915.7 
Company obligated mandatorily redeemable preferred 

securities of subsidiary trusts* 875.0 675.0 
Preferred stock 164.4 164.4 
Common shareholders' equity: 

Common stock, $1.00 par value, 750,000,000 shares authorized, 
551,611,370 and 551,100,165 shares issued at June 30, 
2001 and December31, 2000, respectively 551.6 551.1 

Additional paid-in capital 1,976.1 1,926.0 
Retained earnings 8,356.9 7,680.5 
Accumulated other comprehensive income (493.8) (214.7) 
Less common stock in treasury, 89,330,463 and 80,080,506 

shares at June 30, 200 I and December 31, 2000, 
respectively, at cost {2,494.4) (1,991.7) 

Total common shareholders' equity 7,896.4 7,951.2 
Total liabilities and shareholders' equity $ 80,977.6 $ 76,706.3 

* As described in note 7 to the financial statements, the sole assets of the five trusts are Junior Subordinated Deferrable 
Interest Notes issued by Household International, Inc. in January 2001, June 2000, March 1998, June 1996 and June 
1995, bearing interest at 825, 10.00, 7 25, 8.70 and 8.25 percent, respectively, with principal balances of$206.2, 
$309.3, $206.2, $103.1 and $77.3 million, respectively, and due January 30,2031, June 30,2030, December 31, 

2037, June 30, 2036 and June 30, 2025, respectively. 

See notes to interim condensed consolidated financial statements. 
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Household International, Inc. and Subsidiaries 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) 

Six months ended 
June30, 

(In millions) 2001 2000 
CASH PROVIDED BY OPERATIONS 
Net income $ 870.8 $ 756.8 
Adjustments to reconcile net income to cash 

provided by operations: 
Provision for credit losses on owned receivables 1,360.7 1,017.7 
Insurance policy and claim reserves 142.6 60.8 
Depreciation and amortization 162.7 150.5 
Other, net (162.9) 212.2 

Cash provided by operations 2,373.9 2,198.0 

INVESTMENTS IN OPERATIONS 
Investment securities: 

Purchased (1,023.8) (448.5) 
Matured 212.5 236.4 
Sold 403.8 33.8 

Short-term investment securities, net change 169.6 103.3 
Receivables: 

Originations, net (19,906.6} (18,640.7) 
Purchases and related premiums (349.4) (4,002.4) 
Sold 14,621.2 12,720.7 

Acquisition of business operations (87.1) 
Properties and equipment purchased (104.6) (74.9) 
Properties and equipment sold 3.1 5.3 
Cash decrease from investments in operations (5,974.2) (10,154.1) 

FINANCING AND CAPITAL TRANSACTIONS 
Short-term debt and demand deposits, net change 494.6 (2.9) 
Time certificates, net change (710.6) 2,791.5 
Senior and senior subordinated debt issued 11,301.7 9,038.6 
Senior and senior subordinated debt retired {7,177.1) (3,730.1) 
Policyholders' benefits paid {49.1) {63.0) 
Cash received from policyholders 27.6 28.7 
Shareholders' dividends (194.4) (174.8) 
Purchase of treasury stock (539.0) (69.3) 
Issuance of common stock 48.6 41.4 
Issuance of company obligated mandatorily redeemable 

preferred securities of subsidiary trusts 200.0 300.0 
Cash increase from fmancing and capital transactions 3,402.3 8,160.1 
Effect of exchange rate changes on cash 9.8 4.2 
Increase (decrease) in cash · (188.2) 208.2 
Cash at January 1 490.2 270.6 
Cash at June 30 $ 302.0 $ 478.8 

SUPPLEMENTAL CASH FLOW INFORMATION 
Interest paid $ 2,281.6 $ 1,814.8 
Income taxes paid 607.4 489.4 
Non-cash investing and financing activities: 

Common stock issued for acquisition 209.4 

See notes to interim condensed consolidated financial statements. 
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· Household International, Inc. and Subsidiaries 

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

1. BASIS OF PRESENTATION 

The accompanying unaudited condensed consolidated fmancial statements of Household International, Inc. 
("Household") and its subsidiaries have been prepared in accordance with generally accepted accounting principles 
for interim financial information and with the instructions to Form 1 0-Q and Article 10 of Regulation S-X. 
Accordingly, they do not include all of the information and footnotes required by generally accepted accounting 
principles for complete financial statements. In the opinion of management, all adjustments (consisting of normal 
recurring accruals) considered necessary for a fair presentation have been included. Results for the three and six 
months ended June 30, 200 1 should not be considered indicative of the results for any future quarters or the year 
ending December 31, 2001. Household and its subsidiaries may also be referred to in this Form 1 0-Q as "we," "us" 
or "our." These fmancial statements should be read in conjunction with the consolidated financial statements and 
footnotes included in our Annual Report on Form 10-K for the year ended December 31,2000. 

2. INVESTMENT SECURITIES 

Investment securities consisted of the following available-for-sale investments: 

June30, December 31, 
2001 

Amortized Fair 
(In millions) Cost Value 
Marketable equity securities $ 31.6 $ 29.4 
Corporate debt securities 1,909.3 1,856.8 
U.S. government and federal agency debt securities 524.0 525.4 
Certificates of deposit 231.9 245.1 
Money market funds 391.6 391.6 
Other 354.5 379.5 
Subtotal 3,442.9 3,427.8 
Accrued investment income 43.2 43.2 
Total available-for-sale investments $ 3,486.1 $ 3,471.0 

5 

Amortized 
Cost 

$ 25.8 
1,948.5 

173.7 
319.2 
436.6 
390.1 

3,293.9 
41.0 

$3,334.9 

2000 
Fair 

Value 
$ 24.9 

1,873.5 
173.5 
319.2 
436.6 
390.3 

3,218.0 
41.0 

$ 3,259.0 
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3. RECEIVABLES 

Receivables consisted ofthe fol!owing: 

(In millions) 

Real estate secured 

Auto finance 

MasterCard*Nisa* 

Private label 

Other unsecured 

Commercial and other 

Total owned re~;eivabks 

Accrued finance charges 

Credit loss reserve for owned receivables 

Unearned credit insurance premiums and claims reserves 

Amounts due and deferred from receivables sales 

Reserve for receivables serviced with limited recomse 

Total owned receivables, net 

Receivables servkeLI with limited recourse 

Total managed receivables, net 

$ 

$ 

June 30, 

2001 

38,600.7 

2,039.0 

7,915.7 

10,330.0 

12,311.9 

557.5 

71,754.8 

1,418.6 

(2,3765) 

(832.4) 

2,325.3 

(I ,080.0} 

71,209.8 

19,783.7 

90,993.5 

June 30, 
Receivables serviced with limited recourse consisled of the following: 

----------~------------------~~-=~ 

(In millions) 

Real estate secured 

Auto finance 

MasterC:ardNisa 

Private label 

Other unsecured 

$ 

2001 

1,205.8 

3,120.6 

9,127.7 

1,650.0 

4,679.6 

December 31, 
2.000 

$ :'>5,179.7 

1,850.6 

X,05J.6 

I 0,347.3 

11,328.1 

598.6 

67,35~7 .9 

1,30?.6 

(2,1 I 1.9) 

(725 .2) 

2,420.6 

(I ,08L3) ------
67,161.7 

20,249.5 

$ 87,411.2 

Dece:mber· 31, 
2000 

$ 1,457.8 

2,712.7 

9,529.8 

1,6.'0.0 

4,899.2 
-----~·---~~----·-~---·--

Total receivables serviced with limited recourse s 19,783.7 $ 20,249.5 

Tht: combination of ownt:d receivables and receivables serviced with limited recourse, which we consider our 

managed portfolio, consisted of the following: 
June 30, ---uecemJ:JerTI;" 

(In millions) 2001 

Real estate secured $ 39,806.5 

Auto finance 5,159.6 

MasterCard/Visa 17,043.4 

Private label 11,980.0 

Other unsecured 16,991.5 

Commerdal and other 557.5 

Total managed receivables $ 91,538.5 

• MasterCard is a registered trademark ofM;c<terCarJ lnl.,rnational, lncmpmaled a11d Visa is a registered tradel!lark of Visa lJSA, Inc 
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$ 

$ 

2000 

36,637.5 

4,563.3 

17,583.4 

11,997.3 

I G,227.3 

598.6 

87,607.4 
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4. CREDIT LOSS RESERVES 

An analysis of credit loss reserves for the three and six months ended June 30 was as follows: 

Three months ended Six months ended 
.June30, .June30, 

(In millions) 2001 2000 2001 2000 
Owned receivables: 

Credit loss reserves at beginning of period $ 2,282.4 $ 1,909.7 $ 2,111.9 $ 1,757.0 

Provision for credit losses 657.1 495.6 1,360.7 1,017.7 

ChargeofiS (631.2) (524.9) (1,219.3) (1,050.6) 

Recoveries 58.0 50.9 114.6 94.4 

Other, net 10.2 55.2 8.6 168.0 

Credit loss reserves for owned receivables 

atJune30 2,376.5 1,986.5 2,376.5 1,986.5 

Receivables serviced with limited recourse: 

Credit loss reserves at beginning of period 1,057.8 951.4 1,082.3 909.6 

Provision for credit losses 277.7 248.7 506.9 542.8 

ChargeofiS (274.5) (257.1) (538.8) (52l.8) 

Recoveries 18.6 15.2 34.8 30.1 

Other, net 0.4 3.5 (5.2) l.O 

Credit loss reserves for receivables serviced with 

limited recourse at June 30 · 1,080.0 961.7 1,080.0 961.7 

Total credit loss reserves for managed receivables 

at June 30 $ 3,456.5 $ 2,948.2 $ 3,456.5 $ 2,948.2 

The level of reserves for consumer credit losses is based on delinquency and chargeoff experience by product and 
judgmental factors. We also evaluate the potential impact of existing and anticipated national and regional economic 
conditions on the managed receivable portfolio when establishing credit loss reserves. 

5. INCOME TAXES 

Our effective tax rate was 34.8 percent for the six months ended June 30, 2001 and 34.2 percent for the first six 
months of2000. The effective tax rate differs from the statutory federal income tax rate primarily because of the 
effects of state and local income taxes and leveraged lease tax benefits. 
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6. EARNINGS PER COMMON SHARE 

Computations of earnings per common share for the three and six months ended June 30 were as follows: 

{In millions, except per share data) 

Earnings: 

Net income 

Preferred dividends 

Earnings available to common shareholders 

Average shares outstanding: 

Common 

Common equivalents 

Average shares outstanding assuming dilution 

Earnings per common share 

(In mlllions, except per share data) 

Earnings: 

Net income 

Preferred dividends 

Earnings available to common shareholders 

Average shares outstanding: 
Common 
Common equivalents 

Average shares outstanding assuming dilution 

Earnings per common share 

$ 

$ 

$ 

$ 

$ 

$ 

Three months ended 
.June30, 

2001 
Diluted Basic 

439.0 $ 439.0 

(2.3) (2.3) 

436.7 $ 436.7 
~---

463.0 

6.6 

469.6 

0.93 $ 

463.0 

463.0 

0.94 

Six months ended 

.June30, 
2001 

Diluted 

870.8 $ 

(4.6) 

866.2 $ 

Basic 

870.8 

(4.6) 

866.2 -----

464.5 
6.3 

470.8 

1.84 

464.5 

464.5 

1.86 

$ 

$ 

$ 

Three months ended 
.June 30, 

2000 
Diluted Basic 

383.9 $ 383.9 

(2.3) (2.3) 

381.6 $ 381.6 _;...._;___.:..__ 

473.3 

3.7 

477.0 

0.80 $ 

473.3 

473.3 

0.80 

Six months ended 

.June 30, 
2000 

Diluted Basic 

$ 756.8 $ 756.8 

(4.6) (4.6) 

$ 752.2 $ 752.2 

$ 

471.9 
3.6 

475.5 

1.58 

-----

471.9 

471.9 

$ 1.59 

7. COMPANY OBLIGATED MANDATORILY REDEEMABLE PREFERRED SECURITIES OF 
SUBSIDIARY TRUSTS 

We have formed special purpose trusts, including Household Capital Trust VI which was formed in January 2001, 
for the purpose of issuing trust preferred securities. The sole assets of these trusts are Junior Subordinated 
Deferrable Interest Notes ("Junior Subordinated Notes") issued by Household. 
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The following table summarizes our company obligated mandatorily redeemable preferred securities of subsidiary 
trusts ("Preferred Securities") and the related Junior Subordinated Notes: 

Household Capital Household Capital Household Capital Household Capital Household Capital 
(Dollar amounts are in millions) Trust VI ("HCT VI") Trust V ("HCT V") Trust lV ("HCT IV") Trust ll ("HCT ll") Trust I ("HCT f') 
Preferred Securities: 

Ioterest mte 8.25% 10.00% 7.25% 8.70% 8.25"/o 
Face value $200 $300 $200 $100 $75 
Issue date January 2001 June2000 March 1998 June 1996 June 1995 

Junior Subordinated Notes: 
Principal balance $206.2 $309.3 $206.2 $103.1 $77.3 
Redeemable by issuer January 30, 2006 June8,2005 March 19,2003 June 30, 200 l June 30, 2000 
Stated maturity January 30, 2031 June 30, 2030 December 31, 2037 June 30, 2036 June 30, 2025 

The Preferred Securities must be redeemed when the Junior Subordinated Notes are paid. The Junior Subordinated 
Notes have a stated maturity date, but are redeemable by Household, in whole or in part, beginning on the dates 
indicated above at which time the preferred securities are callable at par ($25 per Preferred Security) plus accrued 
and unpaid dividends. Dividends on the Preferred Securities are cumulative, payable quarterly in arrears, and are 
deferrable at Household's option for up to five years. Household cannot pay dividends on its preferred and common 
stocks during such deferments. The Preferred Securities have a liquidation value of $25 per preferred security. 
HCT I may elect to extend the maturity of its Preferred Securities to June 2044. Dividends on the Preferred 
Securities have been classified as interest expense in our statement of income. 

HCT I, HCT IT, HCT IV, HCT V, and HCT VI (collectively, "the Trusts") are wholly-owned subsidiaries of 
Household. Household's obligations with respect to the Junior Subordinated Notes, when considered together with 
certain undertakings ofHousehold with respect to the Trusts, constitute full and unconditional guarantees by 
Household of the Trust's obligations under the respective Preferred Securities. The Preferred Securities are 
classified in our balance sheet as company obligated mandatorily redeemable preferred securities of subsidiary 
trusts (representing the minority interests in the trusts) at their face and redemption amount of $875 million at June 
30, 2001 and $675 million at December 31,2000. 

8. FORWARD PURCHASE AGREEMENT 

As of June 30, 200 I, we had entered into agreements to purchase, on a forward basis, approximately 2.3 million 
shares of our common stock at a weighted-average fmward price of$64.86 per share. The agreements may be 
settled either physically by purchasing the shares or on a net basis in shares of our common stock, at our option. The 
agreements have terms of up to one year but may be settled earlier at our option. During the second quarter, 
settlements from forward purchase agreements resulted in our receiving 777,000 shares of our common stock at an 
average cost of$55.45 per share. 

9. COMPREHENSIVE INCOME 

Comprehensive income was $460.5 million for the quarter ended June 30, 2001, $333.5 million for the quarter 
ended June 30, 2000, $591.7 million for the six months ended June 30,2001, and $756.0 million for the six months 
ended June 30, 2000. 
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· The components of accumulated other comprehensive income are as follows: 

(In millions) 

Foreign currency translation adjustments 
Unrealized gain on investments 
Derivative instruments and hedging activities 

Accumulated other comprehensive income 

10. SEGMENT REPORTING 

$ 

$ 

.June30, December 31, 
2001 2000 

(271.1) $ (238.5) 
174.8 23.8 

(397.5) 

(493.8) $ (214.7} 

We have three reportable segments: Consumer, Credit Card Services and International. Our Consumer segment 
includes our consumer lending, retail services and auto finance businesses. Our Consumer lending business 
includes our branch-based operations and our mortgage services business. Our Credit Card Services segment 
consists of our domestic MasterCard and Visa credit card business. Our International segment includes our foreign 
operations in the United Kingdom and Canada There has been no change in the basis of our segmentation or in the 
measurement of segment profit as compared with the presentation in our Annual Report on Form 1 0-K for the year 
ended December 31, 2000. 

Information about our reportable segments for the second quarter and first six months of 2001 compared to the 
corresponding prior-year periods was as follows: 

Three months ended Three months ended 
Owned Basis June30, .June 30, 
(In millions) 2001 2000 

Credit Card Inter- Credit Card Inter-
Consumer Services national Consumer Services national 

Net interest margin and 

other revenues (I) $ 1,428.7 $ 555.9 $ 196.1 $ 1,192.3 $ 479.7 $ 191.7 
Intersegment revenues 54.7 10.6 2.0 53.3 7.5 1.2 

Net income 363.2 52.4 34.8 304.5 48.1 42.1 

Total assets 59,994.7 8,389.8 7,827.9 50,863.8 7,307.3 7,319.3 

Total assets -managed 69,696.4 17,327.4 9,124.1 59,748.4 15,981.2 8,483.8 

Six months ended Six months ended 
Owned Basis .June30, June30, 

(In millions) 2001 2000 
Credit Card Inter- Credit Card Inter-

Consumer Services natiomil Consumer Services national 

Net interest margin and 
other revenues (I) $ 2,786.2 $ l,ll7.6 $ 394.1 $ 2,352.3 $ 878.4 $ 428.9 

Intersegment revenues 101.0 19.5 3.9 912 15.6 2.4 

Net income 641.6 111.9 81.1 545.7 77.4 106.4 

Total assets 59,994.7 8,389.8 7,827.9 50,863.8 7,307.3 7,319.3 

Total assets -managed 69,696.4 17,327.4 9,124.1 59,748.4 15,981.2 8,483.8 

(1) Net interest margin and other revenues, including intersegment revenues, net of policyholders' benefits. 
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· A reconciliation of the total reportable segments' net income to consolidated net income for the second quarter and 
first six months of 200 l and 2000 is as follows: 

Three months ended Six months ended 
.June 30, .June30, 

(In millions) 2001 2000 2001 2000 
Reportable segment net income $ 450.4 $ 394.7 $ 834.6 $ 729.5 
Other operations not individually 

reportable 31.2 28.8 114.9 97.0 
Adjustments/eliminations (42.6) (39.6) (78.7) (69.7) 
Total consolidated net income $ 439.0 $ 383.9 $ 870.8 $ 756.8 

11. DERIVATIVE FINANCIAL INSTRUMENTS 

Effective January l, 2001, we adopted Statement of Financial Accounting Standards No. 133, "Accounting for 
Derivative Instruments and Hedging Activities" ("FAS No. 133"), as amended. FAS No. l33 requires all 
derivatives, whether designated in hedging relationships or not, to be recorded on the balance sheet at fair value. 
FAS No. 133 requires that changes in a derivative's fair value be recognized currently in earnings unless specific 
hedge accounting criteria are met. 

The adoption ofF AS No. 133 on January I, 2001 was accounted for as a cumulative effect of a change in 
accounting principle. The impact of the adoption was not material to earnings and reduced common shareholders' 
equity by $240 million. The adjustment to common shareholders' equity was recorded as a component of 
accumulated other comprehensive income and was made to recognize at fair value all derivatives that were 
designated as cash flow hedging instruments. At June 30,2001, we had approximately $397 million of unrealized 
losses on derivative instruments, net of a $230 million tax benefit, recorded in accumulated other comprehensive 
income. Also at June 30, 2001, the fair value of derivatives included in other assets was $208 million, the fair value 
of derivatives included in other liabilities was $1 ,267 million, and adjustments to the carrying value of our debt 
associated with fair value hedges totaled $435 million. During the three and six months ended June 30, 2001, hedge 
ineffectiveness associated with fair value and cash flow hedges was not material. 

12. NEW ACCOUNTING PRONOUNCEMENTS 

In September 2000, the Financial Accounting Standards Board ("FASB") issued Statement ofFinancial Accounting 
Standards No. 140, "Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, 
a replacement ofFASB Statement No. 125" ("FAS No. 140"). FAS No. 140 revises the standards for accounting 
forsecuritizations and requires certain disclosures. We fully adopted the provisions ofF AS No. 140 on April I, 
200 I. The adoption did not have a significant effect on our operations. 

In July 2001, the FASB issued Statements of Financial Accounting Standards No. 141, "Business Combinations" 
("FAS No. 141") and No. 142, "Goodwill and Other Intangible Assets" ("FAS No. 142"). FAS No. 141 requires 
that the purchase method of accounting be used for all business combinations initiated after June 30, 2001. F AS 
No. 142 changes the accounting for goodwill from an amortization method to an impairment-only approach. 
Amortization of goodwill, including goodwill recorded in past business combinations, will cease upon adoption of 
the statement on January I, 2002. ·We do not expect the adoption to have a significant impact to our earnings. 

13. SUBSEQUENT EVENT 

In August 200 l, we agreed to receive a payment from Centrica, our partner in marketing the Goldfish credit card, to 
settle litigation regarding our joint credit card program. Discontinuation of the Goldfish credit card program will 
not have a material impact to our earnings. 
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

This discussion should be read in conjunction with the consolidated financial statements, notes and tables included 
elsewhere in this report and in the Household International, Inc. Annual Report on Form 10-K for the year ended 
December 31, 2000 (the "2000 Form 10-K") ftled with the Securities and Exchange Commission. Management's 
discussion and analysis may contain certain statements that may be forward-looking in nature within the meaning of 
the Private Securities Litigation Reform Act of 1995. Our results may differ materially from those noted in the 
forward-looking statements. Forward-looking statements are typically identified by words or phrases such as 
"believe", "expect'', "anticipate", "intend", "may'', "will", "should", "would" and "could". Forward-looking 
statements involve risks and uncertainties and are based on current views and assumptions. For a list of important 
factors that may affect our actual results, see our 2000 Form 1 0-K. 

OPERATIONSS~Y 

Our net income for the second quarter of2001 increased 14 percent to $439.0 million, from $383.9 million a year 
ago. Net income for the first six months of200 1 was $870.8 million, compared to $756.8 million in the year ago 
period. Diluted earnings per share was $.93 in the second quarter and $1.84 for the first six months of2001, 
compared to $.80 and $1.58 in the same periods in 2000. Our improved results were due to strong revenue growth 
driven by significant receivable growth. Partially offsetting the revenue growth were higher operating expenses as 
a result of portfolio growth, increased investments in sales and collection personnel, and higher technology 
spending. In addition, our year-to-date earnings included higher revenues. from our tax refund lending business 
which contributed $.15 to our first quarter earnings per share, an increase of 25 percent over the $.12 contribution in 
the year-ago quarter. 

Our annualized return on average owned assets ("ROA") was 2.21 percent in both the second quarter and first six 
months of200 l, compared to 2.27 percent and 2.32 percent in the same periods in 2000. Our annualized return on 
average managed assets ("ROMA'') was 1. 78 percent in the second quarter of 2001 and 1. 77 percent for the first six 
months of200l, compared to 1.78 percent and 1.80 percent in the same periods in 2000. 

Our managed basis efficiency ratio was 3 5.5 percent for both the second quarter and first six months of 2001, 
compared to 36.5 percent and 36.3 percent in the same periods in 2000. The efficiency ratio is the ratio of operating 
expenses to the sum of our managed net interest margin and other revenues less policyholders' benefits. The 
improvement in the managed ratio reflects growth in managed net revenues, including increased revenue from our 
tax refund lending business in the first quarter, while operating expenses increased at a lower rate. 

In July, we announced plans to implement new best practices in sub-prime real estate lending. The changes, which 
we plan to initiate by late August 200 l, will include reducing the prepayment fee duration on new real estate loans 
from five years to three years; providing tailored solutions, including subsidized interest rates and no-fee loans, to 
victims of predatory lenders; reducing interest rates for new customers with better credit ratings and payment 
histories; adopting even more rigorous standards to ensure that all real estate loans benefit our customers; doubling 
customer's time to cancel any credit insurance product and receive a full refund; and improving disclosures. Also in 
July, we announced plans to discontinue the sale of single premium credit insurance on our real estate loans in favor 
of offering a fixed monthly premium insurance product. This new product will be rolled out in five states by the 
end of August 2001, with full rollout to begin by the :first quarter of2002. We do not expect these changes to have 
a material impact on the results of our operations. 

12 

AA 062731 
CONFIDENTIAL 

Case: 1:02-cv-05893 Document #: 2111-6 Filed: 02/24/16 Page 13 of 26 PageID #:80617



SEGMENT RESULTS 

Our Consumer segment reported higher net income than the prior year periods. Net income increased to $363.2 
million for the second quarter compared to $304.5 million in the year-ago quarter. Year-to-date, net income 
increased to $641.6 million compared to $545.7 million for the first six months of2000. Managed receivables grew 
to $68.2 billion at June 30,2001, from $65.7 billion at March 31,2001 and $58.2 billion at June 30, 2000. The 
managed receivable growth was driven by solid growth in real estate secured, other unsecured and auto fmance 
receivables. ROA was 2.45 and 220 percent in the second quarter and first six months of2001 compared to 2.53 
and 2.37 percent in the year ago periods. ROMA was 2.12 and 1.89 percent in the second quarter and frrst six 
months of 2001 compared to 2.14 and 1.98 percent in the year ago periods. The increases in net income reflect 
higher dollars of net interest margin partially offset by higher salary expense, including higher sales incentive 
compensation, and higher credit loss provision resulting from the increased levels of receivables. 

Our Credit Card Services segment reported higher net income than the prior year periods. Net income increased to 
$52.4 million for the second quarter compared to $48.1 million in the year-ago quarter. Year-to-date, net income 
increased to $111.9 million compared to $77.4 million for the first six months of2000. Managed receivables were 
$15.8 billion at June 30,2001, $15.4 billion at March 31, 2001 and $14.3 billion at June 30, 2000. Substantially all 
of the growth during the quarter was in our GM Card® portfolio. Compared to the prior year, growth was strongest 
in our Union Privilege ("UP") portfolio, our affmity card relationship with the AFL-CIO labor federation, and in our 
sub-prime credit card portfolio. We acquired Renaissance Holdings, Inc., a privately held issuer of secured and 
unsecured credit cards to sub-prime customers, in February 2000. ROA was 2.52 and 2.72 percent in the second 
quarter and frrst six months of2001 compared to 2.66 and 2.25 percent in.the year ago periods. ROMA was 1.22 
and 1.31 percent in the second quarter and first six months of200 1 compared to 1.22 and .99 percent in the year ago 
periods. The increases in net income primarily were due to increased net interest margin and higher fee income 
from higher levels of managed receivables. This growth was partially offset by higher credit loss provision and 
increased operating expenses associated with higher receivable levels. 

Our International segment reported net income of$34.8 million for the second quarter compared to $42.1 million in 
the year-ago quarter. Year-to-date, net income was $81.1 million compared to $106.4 million for the frrst six 
months of2000. Net income includes negative foreign exchange impacts in the U.K. of$2.5 million in the current 
quarter and $6.4 million for the first six months. Managed receivables were $7.9 billion at June 30, 200 I, $7.6 
billion at March 31,2001 and $7.4 billion at June 30,2000. Receivable balances reflect negative foreign exchange 
impacts of approximately $500 million compared to the prior year. In the quarter, growth was strongest in our real 
estate secured and other unsecured portfolios. When reported in local currency, all products reported receivable 
growth over the prior year, with the strongest growth in our real estate secured and private label portfolios. 
Marbles™, our Internet-enabled credit card, also reported strong year-over-year growth. ROA was 1.81 and 2.14 
percent in the second quarter and frrst six months of2001 compared to 2.33 and 2.88 percent in the year ago 
periods. ROMA was 1.57 and 1.85 percent in the second quarter and first six months of2001 compared to 2.00 and 
2.49 percent in the year ago periods. The decreases in net income were primarily due to lower yields in the U.K. and 
costs associated with our branch expansion efforts in the U.K. and Canada. We opened 29 new branches in the 
U.K. and Canada during the frrst half of2001. For the quarter, receivable growth also resulted in higher provision 
for credit losses. 

In August 2001, we agreed to receive a payment from Centrica, our partner in marketing the Goldfish credit card, to 
settle litigation regarding our joint credit card program. Discontinuation of the Goldfish credit card program will 
not have a material impact to our earnings. 
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BALANCE SHEET REVIEW 

Strong receivable growth across all products drove our improved results. Our managed portfolio increased $11.6 
billion to $91.5 billion, or 15 percent from a year ago. Excluding the effect of foreign exchange translation, growth 
during the year was $12.1 billion. Growth was strongest in our real estate secured portfolio, which increased 17 
percent over the year-ago period. Managed receivables in our U.S. consumer lending business, which includes both 
real estate secured and other unsecured products, increased 17 percent over prior year. Our branch sales force 
continued to benefit from our centralized lead management and point-of-sale system which contributed to increased 
productivity and strong growth in our HFC and Beneficial branches. Our mortgage services business also reported 
strong year-over-year growth with receivables increasing $2.4 billion, or 18 percent, over the June 30, 2000 level. 
Expansion of our auto :frnance sales force and favorable market conditions contributed to the $1.3 billion increase in 
auto finance receivables. MasterCard* and Visa* receivables increased 7 percent to $17.0 billion, led by growth in 
our UP and sub-prime portfolios. Private label receivables increased 9 percent to $12.0 billion as a result of organic 
growth from existing merchants. 

Compared to March 31,2001, managed receivables grew $3.2 billion or an annualized 14 percent. All products 
grew during the quarter, with the strongest growth reported in our real estate secured, auto finance and MasterCard 
and Visa portfolios. 

Owned receivables were $71.8 billion at June 30,2001, up from $68.8 billion at March 31,2001 and $61.4 billion 
at June 30, 2000. The level of our owned receivables may vary from period to period depending on the timing and 
size of securitization transactions. 

Owned consumer two-months-and-over contractual delinquency as a percent of owned consumer receivables was 
4.48 percent at June 30,2001, compared with 4.36 percent at March 31,2001 and 4.25 percent at June 30,2000. 
The annualized consumer owned chargeoff ratio in the second quarter of 200 I was 3 .26 percent, compared with 
3.12 percent in the prior quarter and 3 .27 percent in the year -ago quarter. 

Managed con~umer two-months-and-over contractual delinquency as a percent of managed consumer receivables 
was 4.27 percent at June 30,2001, compared with 4.25 percent at March 31,2001 and 4.16 percent at June 30, 
2000. The annualized consumer managed chargeoff ratio in the second quarter of 200 l was 3.71 percent, compared 
with 3.56 percent in the prior quarter and 3.74 percent in the year-ago quarter. 

The ratio of tangible equity to tangible managed assets was 7.61 percent, compared with 7.41 percent at December 
31,2000. 

LIQUIDITY AND CAPITAL RESOURCES 

Our subsidiaries use cash to originate loans, purchase loans or investment securities, and acquire businesses. Their 
main sources of cash are the collection of receivable balances; maturities or sales of investment securities; proceeds 
from the issuance of debt, deposits and securitization of consumer receivables; and cash provided by operations. 

In January 2001, a wholly-owned special purpose trust subsidiary issued $200 million of company obligated 
mandatorily redeemable preferred securities (representing the minority interest in the trust). 

On May 9, 2001, we announced a new common stock repurchase program. This new program enables us to 
repurchase up to an additional $2 billion of our outstanding common shares and will go into effect upon the 
completion of our current $2 billion share repurchase program or December 31, 200 l, whichever is earlier. 
Repurchases will be made from time to time in the open market depending upon market conditions. 

During the second quarter, we repurchased 2.3 million shares of our common stock, for a total of $140.7 million. 
Year-to-date, we have repurchased 11.1 million shares for a total of $539.0 million. Since announcing our share 
repurchase program in March 1999, we have repurchased 33.3 million shares for a total of$1.5 billion. 

*MasterCard is a registered trademark of MasterCard [nternational, Incorporated and Visa is a registered trademark ofVlSA USA, Inc. 
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As of June 30,2001, we had entered into agreements to purchase, on a forward basis, approximately 2.3 million 
shares of our common stock at a weighted-average forward price of$64.86 per share. The agreements may be 
settled either physically by purchasing the shares or on a net basis in shares of our common stock, at our option. The 
agreements have terms of up to one year but may be settled earlier at our option. During the second quarter, 
settlements from forward purchase agreements resulted in our receiving 777,000 shares of our common stock at an 
average cost of$55.45 per share. 

Deposits decreased to $7.9 billion at June 30, 200[ from $8.7 billion at December 31,2000. Commercial paper, 
bank and other borrowings increased to $11.2 billion at June 30, 2001 from $10.8 billion at year-end. Senior and 
senior subordinated debt (with original maturities over one year) increased to $48.7 billion from $45.1 billion at 
year-end. The decrease in deposits was primarily due to changes in funding in the U.K. The change in total debt 
levels from year end is consistent with the change in owned receivables. 

Our securitized receivables totaled $19.8 billion at June 30,2001, compared with $20.2 billion at December 31, 
2000. 

The composition of receivables securitized (excluding replenishments of certificateholder interests) during the three 
and six months was as follows: 

Three months ended Six months ended 
June30, June 30, 

(In billions) 2001 2000 2001 2000 
Auto finance $ .6 $ .4 $ 1.0 $ .9 
MasterCardNisa .1 .3 .2 .5 
Other unsecured .7 .3 1.1 l.l 

$ 1.4 $ 1.0 $ 2.3 $ 2.5 

We believe the market for securities backed by receivables is a reliable, efficient and cost-effective source of funds. 
At June 30, 200 l, securitizations represented 23 percent of the funding associated with our managed portfolio 
compared to 24 percent a year earlier. Although our securitized portfolio currently represents a smaller portion of 
our total funding mix, we plan to continue utilizing securitizations as a source of funding in the future. 

PRO FORMA MANAGED STATEMENTS OF INCOME 

Securitizations of consumer receivables have been, and will continue to be, a source of liquidity for us. We continue 
to service securitized receivables after they have been sold and retain a limited recourse liability for future credit 
losses. We include revenues and credit-related expenses related to the off-balance sheet portfolio in one line item in 
our owned statements of income. Specifically, we report net interest margin, provision for credit losses, fee income 
and securitization related revenue as a net amount in securitization revenue. 

We monitor our operations on a managed basis as well as on the owned basis reported in our statements of income. 
Our pro forma managed income statement assumes that the securitized receivables have not been sold and are still 
on our balance sheet. Consequently, the income and expense items discussed above are reclassified from 
securitization revenue into the appropriate caption in our pro forma managed basis income statement as if the 
receivables had not been securitized. Our pro forma managed basis income statement is presented below. Our pro 
forma managed basis income statement is not intended to reflect the differences between our accounting policies for 
owned receivables and the off-balance sheet portfolio, but merely to report net interest margin, fees and provision 
for losses as if the securitized loans were held in portfolio. Therefore, net income on a pro forma managed basis 
equals net income on an owned basis. 

We detrne the net effect of securitization activity on our operations as securitization related revenue less the over
the-life provision for credit losses on initial securitization transactions. Securitization related revenue includes gross 
initial gains on current period securitization transactions less amortization of current and prior period securitization 
gains. The over-the-life provision for credit losses on initial securitization transactions is reported in our pro forma 
managed income statement as a component of provision for credit losses. The net effect of securitization activity 
will vary depending upon the amount and mix of securitizations in a particular period. 
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(Dollar amounts are in millions) 2001 
Fmance and other mterest 

Three months ended 
June30, 

* 2000 * 2001 

Six months ended 
June30, 

* 2000 * 

income $ 3,216.8 
1,322.5 

14.17"/o $ 2,839.6 14.54% $ 6,463.6 14.37% $ 5,485.3 14.48% 
Interest expense 

Net interest margin 
Provision for credit losses 

Net interest margin after 
provision for credit losses 

Insurance revenue 
Investment income 
Fee income 
Securitization related 

revenue 
Other income 

Total other revenues 

Salaries and fringe 
benefits 

Sales incentives 
Occupancy and equipment 

expense 
Other marketing expenses 
Other servicing and 

administrative expenses 
Amortization of acquired 

intangibles and goodwill 
Policyholders' benefits 

Total costs and expenses 

Income before taxes 
Income taxes 

Net income 

Average managed receivables 
Average noninsurance 

investments 
Other interest-earning 

assets 

Average managed interest· 
earning assets 

1,894.3 
934.8 

959.5 

159.3 
37.8 

396.3 

23.2 
49.4 

666.0 

387.2 
73.6 

83.7 
129.0 

171.7 

37.5 
73.1 

955.8 

669.7 
230.7 

$ 439.0 

$ 89,926.9 

420.9 

454.6 

$90,802.4 

5.83 1,244.8 

8.34 1,594.8 
744.3 

850.5 

131.8 
42.5 

353.3 

2.5 
31.9 

562.0 

321.5 
57.4 

15.6 
125.3 

144.1 

38.9 
64.3 

827.1 

585.4 
201.5 

$ 383.9 

$77,101.6 

563.0 

431.2 

$78,095.8 

* As a percent, annualized, of average managed interest-earning assets 

6.37 2,739.5 

8.17 3,724.1 
1,867.6 

1,856.5 

317.9 
79.6 

789.5 

(2.9) 
211.1 

1,395.2 

764.8 
128.1 

167.2 
264.2 

365.1 

76.4 
150.6 

1,916.4 

1,335.3 
464.5 

$ 870.8 

$89,014.8 

474.4 

451.5 

$89,940.7 

6.09 2,365.0 6.24 

8.28 3,120.3 
1,560.5 

1,559.8 

266.8 
83.3 

686.1 

67.2 
165.2 

1,268.6 

623.6 
100.2 

15Ll 
258.4 

330.9 

82.1 
131.2 

1,677.5 

1,150.9 
394.1 

$ 756.8 

$74,724.7 

610.5 

428.6 

$ 75,763.8 

8.24 

The following discussion on revenues, where applicable, and provision for credit losses includes comparisons to 
amounts reported on our historical owned statements of income ("Owned Basis"), as well as on the above pro forma 
managed statements of income ("Managed Basis"). 

Net interest margin 

Net interest margin on an Owned Basis was $1.4 billion for the second quarter of2001, up 22 percent from $1.2 
billion for the prior-year quarter. Net interest margin on an Owned Basis for the first six months of2001 was $2.7 
billion, up from $2.3 billion in the prior year period. Net interest margin on a Managed Basis increased 19 percent 
to $1.9 billion for the· second quarter of200 1, from $1.6 billion for the prior-year quarter. Net interest margin on a 
Managed Basis for the f"Jrst six months of200 1 was $3.7 billion, up from $3.1 billion in the prior year period. The 
increases were primarily due to receivables growth and lower funding costs resulting from easing in United States 
monetary policy in the first half of2001. 
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Net interest margin as a percent of average managed interest-earning assets, annualized, increased to 8.34 percent, 
·up :from 8.22 percent in the previous quarter and 8.17 percent in the year-ago quarter. The increases are primarily 

due to the reduction in funding costs discussed above. 

Managed Basis risk adjusted revenue, which is net interest margin and other revenues adjusted for securitization 
related revenue and net chargeoffs, was 7.53 and 7.81 percent for the second quarter and frrst six months of 200 l 
compared to 7.3 7 and 7.59 percent in the comparable prior-year periods. The increases were primarily the result of 
higher net interest margin coupled with lower reductions in chargeoff rates. The ratio for the first half of200 l also 
benefited from higher tax refund lending revenue in the first quarter of 200 I. 

Provision for credit losses 

The provision for credit losses for receivables on an Owned Basis for the second quarter of200 1 totaled $657.1 
million, compared to $495.6 million in the prior-year quarter. The Owned Basis provision for the !rrst six months of 
2001 was $1.4 billion, compared to $1.0 billion in the year-ago period. The provision as a percent of average 
owned receivables, annualized, was 3.71 percent in the second quarter of2001, compared to 3.38 percent in the 
second quarter of2000. We recorded owned loss provision in excess ofchargeoffs of$83.9 million during the 
second quarter and $256.0 million during the frrst six months of200L The excess provision reflects our rapid 
receivable growth, recent increases in personal bankruptcy filings and continued uncertainty about the impact of the 
weakening economy on future chargeoff and delinquency trends. The provision for credit losses on an Owned Basis 
may vary from quarter to quarter, depending on the amount of securitizations in a particular period and the product 
mix of loans in our portfolio. · 

The provision for credit losses for receivables on a Managed Basis totaled $934.8 million in the second quarter of 
2001, compared to $744.3 million in the prior-year quarter. The Managed Basis provision for the frrst six months of 
200 I was $1.9 billion, compared to $1.6 billion in the year-ago period. As a percent of average managed 
receivables, annualized, the provision was 4.16 percent in the second quarter of2001, compared to 3.86 percent in 
the second quarter of2000. The Managed Basis provision includes the over-the-life reserve requirement on the off
balance sheet portfolio. This provision is impacted by the type and amount of receivables securitized in a given 
period and substantially offsets the revenue recorded on the securitization transactions. See "Liquidity and Capital 
Resources" for the type and amount of receivables securitized and "Credit Quality" for further discussion of factors 
affecting the provision for credit losses. 

Other revenues 

Securitization revenue on an Owned Basis was $400.6 and $806.9 million for the second quarter and first six 
months of200 1, compared to $355.6 and $702.0 million for the same periods in 2000. Securitization revenue 
consists of income associated with the securitization and sale of receivables with limited recourse, including net 
interest income, fee and other income and provision for credit losses related to those receivables. The increases were 
primarily due to increases in average securitized receivables and receivable mix. The components of securitization 
revenue are reclassified to the appropriate caption in the pro forma statements of income on a Managed Basis. 

Securitization related revenue on a Managed Basis, which includes the gross gains and related amortization on our 
securitized portfolio, was $23.2 and $(2.9) million for the second quarter and !rrst six months of 2001, compared to 
$2.5 and $67.2 million for the same periods in 2000. The net effect of securitization activity, after establishing 
credit loss reserves on initial transactions, decreased income by $97.2 and $203.0 million in the second quarter and 
!rrst six months of 200 1 compared to $69.8 and $127 .l million in the year-ago periods. Securitization related 
revenue and the net effect of securitization activity will vary from quarter to quarter depending upon the amount and 
mix of securitizations in a particu1ar period. 
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The following table includes securitization related revenue on a Managed Basis and the net effect of securitization 
activity on our operations: 

Three months ended Six months ended 
.June30, .June30, 

(In millions) 2001 2000 2001 2000 
Gross gains $ 160.4 $ 96.8 $ 266.3 $ 261.2 
Amortization (137.2) (94.3) (269.2) (194.0) 
Securitization related revenue 23.2 2.5 (2.9) 67.2 
Over the life provision on new trasactions 120.4 72.3 200.1 194.3 
Net effect of securitization activity $ (97.2) $ (69.8) $ (203.0) $ (127.1) 

Insurance revenue was $159.3 and $317.9 million in the second quarter and first six months of2001 compared to 
$131.8 and $266.8 million in the year-ago periods. The increase reflected increased sales on a larger portfolio. 

Fee income on an Owned Basis, which includes revenues from fee-based products such as credit cards, was $232.7 
and $470.6 million in the second quarter and first six months of2001, compared to $195.9 and $375.2 million in the 
year-ago periods. The increases were primarily due to higher credit card fees, especially from our non-prime credit 
card portfolio. 

Fee income on a Managed Basis was $396.3 and $789.5 million in the second quarter and first six months of2001 
compared to $353.3 and $686.1 million in the year-ago periods. The increases were primarily due to higher credit 
card fees as discussed above. 

Other income, which includes revenue from our tax refi.md lending business, was $49.4 and $211.1 million in the 
second quarter and frrst six months of200l compared to $31.9 and $165.2 million in the prior-year periods. Higher 
revenues from our tax refi.md lending business drove the increases in other income. 

Expenses 

Total costs and expenses for the second quarter and first six months of2001 were $955.8 million and $1.9 billion 
compared to $827.1 million and $1.7 billion in the comparable prior-year periods. The increases were driven by 
compensation and other expenses to support our growing portfolio. Higher technology spending also contributed to 
the increases. Significant fluctuations were as follows: 

Salaries and fringe benefits for the second quarter and first six months of2001 were $387.2 and $764.8 million 
compared to $321.5 and $623.6 million in the second quarter and flfSt six months of2000. The increases were 
primarily due to additional staf:Img at all businesses to support growth including collections and service quality. 
Branch expansion efforts in the United Kingdom and Canada also contributed to the increase. 

Sales incentives for the second quarter and rrrst six months of2001 were $73.6 and $128.1 million compared to 
$57.4 and $100.2 million in the comparable prior-year periods. The increases were due to higher sales volumes in 
our branches as well as improved sales force productivity. 

Occupancy and equipment expeY!Se for the second quarter and first six months of 2001 was $83.7 and $167.2 
million compared to $75.6 and $151.1 million in the comparable prior-year periods. The increases were primarily 
the result of support facility growth, including new branches in the U.K. and Canada, and facilities associated with 
acquisitions in the first half of the prior year. 

Other marketing expenses for the second quarter and first six months of 2001 of $129.0 and $264.2 million were 
comparable to $125.3 and $258.4 million in the same prior-year periods. · 

Other servicing and administrative expenses for the second quarter and frrst six months of200 1 were $171.7 and 
$365.1 million compared to $144.1 and $330.9 million in the comparable prior-year periods. The increases were 
primarily due to higher collection expenses and costs associated with our privacy mailings. 
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.. 
Amortization of acquired intangibles and goodwill for the second quarter and first six months of 2001 was $37.5 
and $76.4 million compared to $38.9 and $82.1 million in the comparable prior-year periods. The decreases were 
attributable to reductions in acquired intangibles. 

Policyholders' benefits for the second quarter and first six months of200 I were $73.1 and $150.6 million compared 
to $64.3 and $131.2 million in the comparable prior-year periods. The increases are consistent with the increase in 
insurance revenues resulting from the increased policy sales. 

CREDIT LOSS RESERVES 

Our consumer credit management poUcies focus on product type and specific portfolio risk factors. When 
evaluating credit risk, we believe that it is important to also consider risk adjusted revenue because our biggest 
economic protection against credit loss is the ability to price for it. Risk adjusted revenue on a Managed Basis was 
7.53 and 7.81 percent for the second quarter and first six months of200 1 compared to 7.37 and 7.59 percent in the 
comparable prior-year periods. Our consumer credit portfolio is diversified by product and geographic location. See 
Note 3, "Receivables" in the accompanying financial statements for receivables by product type and Note 4, "Credit 
Loss Reserves," for our credit loss reserve methodology and an analysis of changes in the credit loss reserves for the 
quarter. 

Total managed credit loss reserves, which include reserves established on the off-balance sheet portfolio when 
receivables are securitized, were as follows: · 

.June30, March 31, December 31, September 30, .June30, 
(in millions) 2001 2001 2000 2000 2000 
Owned $ 2,376.5 $ 2,282.4 $ 2,111.9 $ 2,009.2 $ 1,986.5 
Serviced with limited 

recourse 1,080.0 1,057.8 1,082.3 976.8 961.7 
Total managed $ 3,4~6.5 $ 3,340.2 $ 3,194.2 $ 2,986.0 $ 2,948.2 

Managed credit loss reserves as a percent of nonperforming managed receivables were 109.9 percent, compared to 
107.6 percent at March 31,2001 and 113.0 percent at June 30,2000. 

Total owned and managed credit loss reserves as a percent of receivables were as follows: 

Owned 
Managed 

June 30, 
2001 
3.31% 
3.78 

March31, 
2001 
3.32% 
3.78 

December 31, · September 30, 
2000 2000 
3.14% 
3.65 

3.11% 
3.58 

June30, 
2000 
3.24% 
3.69 

Reserve ratios at June 30, 2001 reflect historical and estimated future credit quality, the growing level of personal 
bankruptcy filings, and the continuing uncertainty over what impact the weakening economy will ultimately have 
on our chargeoff and delinquency levels. 

CREDIT QUALITY 

We track delinquency and chargeofflevels on a managed basis and we apply the same credit and portfolio 
management procedures as on our owned portfolio. 

19 

AA 062738 
CONFIDENTIAL 

Case: 1:02-cv-05893 Document #: 2111-6 Filed: 02/24/16 Page 20 of 26 PageID #:80624



Delinquency 

Two-Months-and-Over Contractual Delinquency (as a percent of consumer receivables): 

June30, March31, December 31, September 30, .June30, 
2001 2001 2000 2000 2000 

Managed: 
Real estate secured 2.63% 2.61% 2.63% 2.77% 2.72% 
Auto finance 2.09 1.79 2.55 2.19 1.99 
MasterCard/Visa 3.60 3.68 3.49 3.48 3.14 
Private label 5.66 5.50 5.48 5.67 5.11 
Other unsecured 8.43 8.37 7.97 7.72 7.92 

Total managed 4.27% 4.25% 4.20% 4.21% 4.16% 

Owned 4.48% 4.36% 4.26% 4.29% 4.25% 

Managed delinquency as a percent of managed consumer receivables was stable with the previous quarter, but 
increased slightly over the prior-year quarter. Compared to the previous quarter, improvements in our MasterCard 
and Visa portfolio were offset by increases in our other portfolios. 

Compared to a year ago, improvements in our real estate secured and private label portfolios were more than offset 
by increases in our other portfolios. In our real estate secured portfolio, we have benefited from the growing 
percentage of loans on which we hold a first lien position. Delinquency in our MasterCard and Visa portfolio 
increased over the prior year as a result of growing the non-prime portfolio. The higher delinquency associated with 
the non-prime portfolio is compensated for with higher pricing in this portfolio. 

The trends impacting owned consumer delinquency as a percent of owned receivables are generally consistent with 
those described above for our managed portfolio. Owned delinquency by product is comparable to managed except 
for MasterCard and Visa, other unsecured and private label whose owned delinquency is greater due to the retention 
of receivables on balance sheet that do not meet the eligibility criteria for securitization. 

Net Chargeoffs of Consumer Receivables 

Net Chargeoffs of Consumer Receivables (as a percent, annualized, of average consumer receivables): 

Second First Fourth Third Second 
Quarter Quarter Quarter Quarter Quarter 

2001 2001 2000 2000 2000 
Managed: 

Real estate secured .48% .44% .41% .41% .47% 
Auto finance 4.47 5.15 5.22 4.45 4.28 
MasterCard/Visa 6.82 6.27 5.83 5.23 5.51 
Private label 5.09 5.08 5.06 5.28 5.43 
Other unsecured 6.82 6.27 5.92 7.00 7.68 

Total managed 3.71% 3.56% 3.41% 3.47% 3.74% 

Owned 3.26% 3.12% 2.98% 3.01% 3.27% 

Managed net chargeoffs as a percent of average managed receivables increased modestly over the previous quarter. 
Virtually all of the increase in the quarter was due to higher bankruptcy filings in the MasterCard and Visa and other 
unsecured portfolios. Increased bankruptcies contributed 17 basis points to the chargeoff ratio in the quarter. 

Compared to the prior year quarter, managed net chargeoffs were essentially unchanged. Benefits from improved 
collections in our other unsecured and private label portfolios were substantially offset by higher MasterCard and 
Visa chargeoffs due to growth in our non-prime credit card portfolio and the previously discussed increases in 
bankruptcy chargeoffs. 
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The trends impacting owned net chargeoffs as a percent of owned receivables are generally consistent with those 
• described above for our managed portfolio. Owned chargeoffs for our real estate secured, private label and other 

~ 

unsecured products are comparable to managed chargeoffs. Chargeoffs for MasterCard and Visa receivables on an 
owned basis are higher due to the difference in credit quality of the receivables which remain on our balance sheet. 
Chargeoffs for auto fmance receivables on an owned basis are lower due to the predominantly unseasoned nature of 
the receivables which remain on balance sheet. 

NONPERFORMING ASSETS 

June30, March31, 

(In millions) 2001 2001 
Owned assets: 

Nonaccrual receivables $ 1,855.2 $ 1,825.1 
Accruing consumer receivables 

90 or more days delinquent 743.6 669:3 
Renegotiated commercial loans 12.3 12.3 

Total nonperforming receivables 2,611.1 2,506.7 
Real estate owned 365.2 350.2 

Total nonperforming assets $ 2,976.3 $ 2,856.9 

Credit loss reserves as a 
percent of nonperforming 
receivables 91.00/o 91.1% 

Managed assets: 
Nonaccrual receivables $ 2,232.5 $ 2,200.6 
Accruing consumer receivables 

90 or more days delinquent 899.9 891.5 
Renegotiated commercial loans 12.3 12.3 

Total nonperforming 
receivables 3,144.7 3,104.4 

Real estate owned 365.2 350.2 

Total nonperforming assets $ 3,509.9 $ 3,454.6 

Credit loss reserves as 
a percent ofnonperforming 
receivables 109.9% 107.6% 
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December 31, September 30, 

2000 2000 

$ 1,678.7 $ 1,593.3 

649.4 604.6 
12.3 12.3 

2,340.4 2,210.2 
337.1 336.9 

$ 2,677.5 $ 2,547.1 

90.2% 90.9% 

$ 2,112.3 $ 1,984.1 

859.8 802.8 
12.3 12.3 

2,984.4 2,799.2 
337.1 336.9 

$ 3,321.5 $ 3,136.1 

107.0% 106.7% 

$ 

$ 

$ 

$ 

.June30, 

2000 

1,462.4 

571.8 
12.3 

2,046.5 
323.5 

2,370.0 

97.1% 

1,841.8 

753.9 
12.3 

2,608.0 
323.6 

2,931.6 

113.0% 
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• Item 6. Exhibits and Reports on Form 8-K 

(a) Exhibits 

12 Statement of Computation of Ratio ofEamings to Fixed Charges and to Combined Fixed 
Charges and Preferred Stock Dividends. 

99.1 Debt and Preferred Stock Securities Ratings. 

(b) Report on Form 8-K 

During the second quarter of2001, the Registrant filed the follow Current Reports on Form 8-K: 

• Report dated April 2, 2001 with respect to the 2000 fmancial and statistical review ("factbook'') 
containing certain financial detail with respect to Household International, Inc. and certain of its 
subsidiaries; 

• Report dated April18, 2001 with respect to the press release pertaining to the financial results of 
Household International, Inc. for the quarter ended March 31, 2001; and 

• Report dated May 16, 2001 with respect to a presentation to certain fixed income investors and 
analysts at the AFSA Fixed Income Investor Conference in Boston, Massachusetts. 
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' 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 thereunto duly authorized. 

Date: August 10,2001 

HOUSEHOLD JNTERNATIONAL, INC. 
(Registrant) 

By: Is/ David A. Schoenholz 
David A. Schoenholz 
Group Executive -
Chief Financial Officer 
and on behalf of 
Household International, Inc. 
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Exhibit Index 

12 Statement of Computation of Ratio of Earnings to Fixed Charges and to Combined Fixed 
Charges and Preferred Stock Dividends. 

99.1 Debt and Preferred Stock Securities Ratings. 
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,. " 

EXHIBIT12 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND TO 
COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

Six months ended 
June30, 

(In millions) 2001 2000 
Net income $ 870.8 $ 756.8 
Income taxes 464.5 394.1 

Income before income taxes 1,335.3 1,150.9 . 

Fixed charges: 
Interest expense (I) 2,168.7 1,762.9 
Interest portion of rentals (2) 29.8 26.0 

Total fiXed charges 2,198.5 1,788.9 

Total earnings as defmed $ 3,533.8 $ 2,939.8 

Ratio of earnings to fixed charges 1.61 1.64 

Preferred stock dividends (3) $ 7.1 $ 7.0 

Ratio of earnings to combined fixed charges 
and preferred stock dividends 1.60 1.64 

( 1) For fmancial statement purposes, interest expense includes income earned on temporary investment of excess 
funds, generally resulting from over-subscriptions of commercial paper. · 

(2) Represents one-third of rentals, which approximates the portion representing interest. 

(3) Preferred stock dividends are grossed up to their pretax equivalent based upon an effective tax rate of 34.8 
percent for the six months ended June 30, 2001 and 34.2 percent for the same period in 2000. 
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Household Internatlonal, Inc. and Subsldlarles 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED) 

<TABLE> 
<CAPTION> 

(In mllllons, except per share data) 

<S> 
Flnance and other lnterest lncome 
Interest expense 

Net lnterest margln 
Provlslon for credlt losses 

on owned recelvables 

Net lnterest margln after 
provlslon for credlt losses 

Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other lncome 

Totul other revenue8 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve 

expenses 
Amortlzatlon of acqulred lntanglbles 

and goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

2002 

<C> 
$2,609.9 

980.9 

1,629.0 

850.9 

778.1 

523.4 
177.5 

44. 0 
190.3 

95.3 

1,030.5 

453.0 
67. 6 
93.3 

133.5 

2 04 .1 

12. 6 
87.4 

1,051.5 

Three months 
ended 

June 30, 
2001 

(RESTATED) 
<C> 
$2,434.4 
1,048.4 

1,386.0 

657.1 

728.9 

397.4 
159.3 

37.8 
223.5 

4 9. 4 

867.4 

387.2 
73.6 
83.7 

121.8 

173.0 

39.0 
73.1 

951.4 

<C> 
Page 

14 

29 

30 

31 

2002 

<C> 
$5,145.6 

1,919.7 

3,225.9 

1,773.9 

1,452.0 

1,041.7 
34 7. 6 

90.2 
406.8 
283.3 

2 f 161). 6 

898.3 
121. 7 
185.5 
273.9 

435.8 

32.4 
171. 4 

2,119.0 

Slx months 
ended 

June 30, 
2001 

(RESTATED) 
<C> 
$4,849.6 
2,155.2 

2,694.4 

1,360.7 

1,333.7 

800.5 
317.9 

79.6 
435.6 
211.1 

1,844.7 

7 64. 8 
128.1 
167.2 
250.5 

3 68.7 

79.6 
150.6 

1,909.5 
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Income before lncome taxes 
Income taxes 

Net lncome 

EARNINGS PER COMMON SHARE 
Net lncome 
Preferred dlvldends 

Earnlngs avallable to common 
shareholders 

Average common shares 
Average common and common 

equlvalent shares 

Baslc earnlngs per common share 
Dlluted earnlngs per common share 

DIVIDENDS DECLARED PER 
COMMON SHARE 

</TABLE> 

757.1 
249.7 

507.4 

507.4 
I 15.5 I 

4 91. 9 

456.3 

4 61.2 

1. 08 
1. 07 

.25 

See notes to lnterlm condensed consolldated flnanclal statements. 
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Household Internatlonal, Inc. and Subsldlarles 

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED) 

<TABLE> 
<CAPTION> 

(In mllllons, except share and per share data) 

ASSETS 
<S> 
Cash 
Investment securltles 
Recelvables, net 
Acquired intangibles, net 
Goodwlll 
Propertles and equlpment, net 
Real estate owned 
Other assets 

Total assets 

LIABILITIES AND SHAREHOLDERS' EQUITY 
Debt: 

Deposlts 
Commerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt (wlth orlglnal 

maturltles over one year) 

Total debt 
and clalm reserves 

Company obllgated mandatorlly redeemable preferred 
securltles of subsldlary trusts* 

Preferred stock 
Common shareholders' equlty: 

Common stock, $1.00 par value, 750,000,000 shares authorlzed, 
551,779,393 and 551,684,740 shares lssued at June 30, 
2002 and December 31, 2001, respectlvely 

Addltlonal pald-ln capltal 
Retalned earnlngs 
Accumulated other comprehenslve lncome (loss) 
Less common stock ln treasury, 95,154,527 and 94,560,437 

shares at June 30, 2002 and December 31, 2001, 
respectlvely, at cost 

Total common shareholders' equlty 

Total llabllltles and shareholders' equlty 

</TABLE> 

644.9 
221.6 

423.3 

423.3 
12.3 I 

4 21. 0 

4 63. 0 

4 69. 6 

. 91 

. 90 

.22 

June 30, 
2002 

<C> 
346.6 

8,229.7 
82,133.0 

418.5 
1,122.1 

550.0 
456.7 

3,549.7 

$96,806.3 

5,611.8 
3,598.7 

73,269.4 

82,479.9 
1,037.2 
2,809.8 

86,326.9 

975.0 
843.2 

551.7 
2,058.3 
9,597.3 

I 605.3 I 

(2,940.8) 

8,661.2 

$96,806.3 

As descrlbed ln note 8 to the condensed consolldated flnanclal statements, 
the sole assets of the trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln November 2001, January 
2001, June 2000, March 1998 and June 1995, bearlng lnterest at 7.50, 8.25, 
10.00, 7.25 and 8.25 percent, respectlvely, wlth prlnclpal balances of 
$206.2, $206.2, $309.3, $206.2 and $77.3 mllllon, respectlvely, and due 
November 2031, January 2031, June 2030, December 2037 and June 2025, 
respectlvely. 

1,502.6 
504.2 

1,268.9 
440.1 

99 8. 4 

99 8. 4 
124. o I 

974.4 

45 6. 6 

4 61. 5 

2.13 
2.11 

. 4 7 

December 31, 
2001 

(RESTATED) 
<C> 

54 3. 6 
3,580.5 

79,263.5 
455.6 

1,107.4 
531. 1 
398.9 

3,030.3 

$88,910.9 

$ 6,562.3 
12,024.3 

56,823.6 

75,410.2 
1,094.5 
3,132.5 

79,637.2 

975.0 
455.8 

551. 7 
2,030.0 
8,837.5 

I 732. 4 I 

(2, 843. 9) 

7,842.9 

$88,910.9 

828.8 

828.8 
I 4. 6 I 

824.2 

4 64.5 

4 70. 8 

1. 77 
1. 75 

. 41 
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See notes to lnterlm condensed consolldated flnanclal statements. 
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Household Internatlonal, Inc. and Subsldlarles 

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) 

<TABLE> 
<CAPTION> 

(In mllllons) 

CASH PROVIDED BY OPERATIONS 
<S> 
Net lncome 
AdJustments to reconclle net lncome to cash 

provlded by operatlons: 
Provlslon for credlt losses on owned recelvables 

Insurance pollcy and clalm reserves 
Depreclatlon and amortlzatlon 
Interest-only strlp recelvables, net change 
Other assets, excludlng FAS No. 133 

Other llabllltles, excludlng FAS No. 133 
Other, net 

Cash provlded by operatlons 

INVESTMENTS IN OPERATIONS 
Investment securltles: 

Purchased 
Matured 
Sold 

Short-term lnvestment securltles, net change 
Recelvables: 

Orlglnatlons, net 
Purchases and related premlums 
Sold 

Propertles and equlpment purchased 
Propertles and equlpment sold 

Cash decrease from lnvestments ln operatlons 

FINANCING AND CAPITAL TRANSACTIONS 
Short-term debt and demand deposlts, net change 
Tlme certlflcates, net change 
Senlor and senlor subordlnated debt lssued 
Senlor and senlor subordlnated debt retlred 
Pollcyholders' beneflts pald 
Cash recelved from pollcyholders 
Shareholders' dlvldends 
Purchase of treasury stock 
Issuance of common stock 
Issuance of preferred stock 
Issuance of company obllgated mandatorlly redeemable 

preferred securltles of subsldlary trusts 

Cash lncrease from flnanclng and capltal transactlons 

Effect of exchange rate changes on cash 

Decrease ln cash 
Cash at January 1 

Cash at June 30 

SUPPLEMENTAL CASH FLOW INFORMATION 

Interest pald 
Income taxes pald 

</TABLE> 

See notes to lnterlm condensed consolldated flnanclal statements. 
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Household Internatlonal, Inc. and Subsldlarles 

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED) 

1. BASIS OF PRESENTATION 

The accompanylng unaudlted condensed consolldated flnanclal statements of 
Household Internatlonal, Inc. ("Household") and lts subsldlarles have been 
prepared ln accordance wlth accountlng prlnclples generally accepted ln the 
Unlted States of Amerlca for lnterlm flnanclal lnformatlon and wlth the 
lnstructlons to Form 10-Q and Artlcle 10 of Regulatlon S-X. Accordlngly, they do 
not lnclude all of the lnformatlon and footnotes requlred by generally accepted 
accountlng prlnclples for complete flnanclal statements. In the oplnlon of 
management, all adJustments (conslstlng of normal recurrlng accruals) consldered 
necessary for a falr presentatlon have been lncluded. Results for the three and 
SlX months ended June 30, 2002 should not be consldered lndlcatlve of the 

2002 

<C> 
9 98.4 

1,773.9 
86.8 

116.5 
15 8. 8 I 
I 60.7 I 
737.5 

82.3 

3,675.9 

(2,817.3) 
621.8 
232.0 

(2,585.3) 

(22,697.8) 
I 4 06.5 I 

18,603.4 
I 84.4 I 

3. 0 

(9,131.1) 

(7,709.4) 
(951.8) 

19,811.9 
(5,747.4) 

1214. o I 
35.4 

1238. s I 
I 160. o I 

86.4 
387.4 

5,300.0 

I 41. 8 I 

I 197. o I 
543.6 

346.6 

1,891.8 
4 69. 0 

Slx months ended 
June 30, 

2001 

(RESTATED) 
<C> 

828.8 

1,360.7 
14 2. 6 
165.9 

I 1. o I 
20.6 

I 167. 9 I 
24.2 

2,373.9 

(1,023.8) 
212.5 
403.8 
169.6 

(19, 906. 6) 
I 34 9. 4 I 

14,621.2 
I 104. 61 

3. 1 

(5,974.2) 

494.6 
(710. 6) 

11,301.7 
(7,177.1) 

I 4 9. 1 I 
27.6 

I 194. 4 I 
I 53 9. o I 

48.6 

200.0 

3,402.3 

9. 8 

I 18 8. 2 I 
490.2 

302.0 

$ 2,020.3 
607.4 
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results for any future quarters or the year endlng December 31, 2002. Household 
and lts subsldlarles may also be referred to ln thls Form 10-Q as "we," "us" 
"our." These unaudlted condensed consolldated flnanclal statements should be 
read ln conJunctlon wlth the unaudlted consolldated flnanclal statements and 
footnotes lncluded ln our restated Annual Report on Form 10-K for the year ended 
December 31, 2001 whlch lS lncluded as Exhlblt 99.4 to thls Form 10-Q. 

RESTATEMENT 

Household Internatlonal, Inc. has restated lts consolldated flnanclal statements 
for the years ended December 31, 1999, 2000 and 2001 and the flrst quarter ended 
March 31, 2002. We belleve thls Form 10-Q and the exhlblts lncluded herewlth 
lnclude all adJustments relatlng to the restatement for all such prlor perlods. 
The restatement relates to MasterCard/Vlsa co-brandlng and afflnlty credlt card 
relatlonshlps and a marketlng agreement wlth a thlrd party credlt card marketlng 
company. All were part of our Credlt Card Servlces segment. In consultatlon wlth 
our prlor audltors, Arthur Andersen, LLP, we treated payments made ln connectlon 
wlth these agreements that were entered lnto between 1992 and 1999 as prepald 
assets and amortlzed them ln accordance wlth the underlylng economlcs of the 
agreements. Our current audltors, KPMG LLP, have advlsed us that, ln thelr Vlew, 
these payments should have elther been charged agalnst earnlngs at the tlme they 
were made or amortlzed over a shorter perlod of tlme. There lS no slgnlflcant 
change as a result of these adJustments on the prlor perlod net earnlngs trends 
prevlously reported. The balance o= retalned earnlngs at December 31, 2001 has 
been restated from amounts prevlously reported to reflect a retroactlve charge 
of $359.9 mllllon, after tax, for these ltems. The prlnclpal executlve offlcer 
and prlnclpal flnanclal offlcer of Household have certlfled that thls quarterly 
report falrly presents, ln all materlal respects, the flnanclal condltlon and 
results of operatlons of Household for the perlod ended June 30, 2002. Our 
lndependent audltors have revlewed the unaudlted June 30, 2002 flnanclal results 
and have provlded us wlth the letter requlred by Statement of Audltlng Standards 
No. 71. Thls letter lS also attached to thls Form 10-Q as Exhlblt 99.5. 

<PAGE> 

2. INVESTMENT SECURITIES 

Investment securltles conslsted of the followlng avallable-for-sale lnvestments: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Corporate debt securltles 
Money market funds 
Certlflcates of deposlt 
U.S. government and federal agency debt securltles 
Marketable equlty securltles 
Other 

Subtotal 
Accrued lnvestment 

Total avallable-for-sale lnvestments 

</TABLE> 

3. RECEIVABLES 

Recelvables conslsted of the followlng: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Real estate secured 
Auto flnance 
MasterCard*/Vlsa* 
Prlvate label 
Personal non-credlt card 
Commerclul und other 

Total owned recelvables 

Accrued flnance charges 
Credlt loss reserve for owned recelvables 
Unearned credlt lnsurance and clalms 
Interest-only strlp 
Amounts due and deferred from recelvable sales 

Total owned recelvables, net 
Recelvables servlced wlth llmlted recourse 

Amortlzed 
Cost 

<C> 
2,034.1 
2,311.7 

201. 8 
2,313.0 

31. 6 
1,274.1 

8,166.3 
70.6 

8,236.9 

June 30, 
2002 

<C> 

Falr 
Value 

2,017.5 
2,311.7 

206.8 
2,315.1 

25.1 
1,282.9 

8,159.1 
70.6 

8,229.7 

June 30, 
2002 

<C> 
48,312.1 

2,362.6 
6,880.7 

10,827.1 
14,272.6 

482.8 

83,137.9 

1,551.6 
12,983.31 

I 87 8. o I 
1,012.2 

292.6 

82,133.0 
22,322.7 

December 31, 
2001 

Amortlzed 
Cost 

Falr 
Value 

<C> <C> 
2,089.5 

342.3 
24 6. 1 
217.0 

24.4 
611. 6 

3,530.9 
4 6. 5 

2,054.0 
342.3 
259.8 
217.8 
21.2 

638.9 

3,534.0 
4 6. 5 

3,577.4 $3,580.5 

December 31, 
2001 

<C> 
43,856.8 

2,368.9 
8,141.2 

11,663.9 
13,337.0 

506.0 

79,874.7 

1,559.8 
12,663.11 

I 895. 8 I 
968.2 
419.7 

79,263.5 
20,948.0 
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Total managed recelvables, net $ 104,455.7 

</TABLE> 

Interest-only strlp recelvables are 
losses under the recourse provlslons 

net of our estlmate of 
recelvables servlced wlth 

recourse. Our estlmate of the recourse obllgatlon totaled $1,385.6 mllllon at 
June 30, 2002 and $1,148.3 mllllon at December 31, 2001. Interest-only strlp 
recelvables also lncluded falr value mark-to-market adJustments whlch lncreased 
the balance by $334.1 mllllon at June 30, 2002 and $348.6 mllllon at December 
31, 2001. 

<PAGE> 

Recelvables servlced wlth llmlted recourse conslsted of the followlng: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total recelvables servlced wlth llmlted recourse 

</TABLE> 

The comblnatlon of owned recelvables and recelvables servlced wlth llmlted 
recourse, whlch 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 

conslder our managed portfollo, conslsted of the followlng: 

Personal non-credlt card 
Commerclal and other 

Total managed recelvables 

</TABLE> 

<C> 

<C> 

* MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa lS a reglstered trademark of Vlsa USA, Inc. 

4. CREDIT LOSS RESERVES 

An analysls of credlt loss reserves for the three and SlX months ended June 30 
was as follows: 

<TABLE> 
<CAPTION> 

June 30, 
2002 

575.4 
4,518.2 
9,905.8 
2,649.9 
4,673.4 

22,322.7 

June 30, 
2002 

48,887.5 
6,880.8 

16,786.5 
13,477.0 
18,946.0 

482.8 

105,460.6 

Three months ended 

(In mllllons) 

<S> 
Credlt loss reserves for owned recelvables: 

Credlt loss reserves at beglnnlng of perlod 
Provlslon for credlt losses 
Charge-offs 
Recoverles 
Other, net 

Credlt loss reserves for owned recelvables 
at June 30 

Credlt loss reserves for recelvables 
servlced wlth llmlted recourse: 
Credlt loss reserves at beglnnlng of perlod 
Provlslon for credlt losses 
Charge-offs 
Recoverles 
Other, net 

Credlt loss reserves for recelvables servlced wlth 
llmlted recourse at June 30 

Total credlt loss reserves for managed recelvables 

2002 

<C> 

2,876.6 
850.9 

I 830. 6 I 
65.0 
21. 4 

2,983.3 

1,269.9 
427.5 

1353 .1 I 
26.0 
15.3 

1,385.6 

June 30, 
2001 

<C> 

2,282.4 
657.1 

1631.21 
58.0 
10.2 

2,376.5 

1,057.8 
277.7 

I 27 4. 5 I 
18.6 

. 4 

1,080.0 

$100,211.5 

December 31, 
2001 

<C> 
8 61. 8 

4,026.6 
9,254.0 
2,150.0 
4,655.6 

20,948.0 

December 31, 
2001 

<C> 
44,718.6 

6,395.5 
17,395.2 
13,813.9 
17,992.6 

506.9 

$ 100,822.7 

Page 6 of 108 

Slx months ended 

2002 

<C> 

$ 2,663.1 
1,773.9 

11,609.21 
124.9 
30.6 

2,983.3 

1,148.3 
866.8 

I 68 9. o I 
4 9. 1 
10. 4 

1,385.6 

<C> 

June 30, 
20 01 

2,111.9 
1,360.7 

11,219.31 
114.6 

8.6 

2,376.5 

1,082.3 
506.9 

1538. 8 I 
34.8 
15.2 I 

1,080.0 
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at June 30 $ 4,368.9 $ 3,456.5 $ 4,368.9 

</TABLE> 

We malntaln credlt loss reserves to cover probable losses of lnterest 
and fees, lncludlng late, overllmlt and annual fees. Credlt 
based on a range of estlmates and lntended to be adequate but not excesslve. We 
statlstlcally estlmate losses for recelvables based on 

<PAGE> 

dellnquency and reage status and past loss experlence. In addltlon, we provlde 
loss reserves on consumer recelvables to reflect our assessment of portfollo 
rlsk factors whlch may not be fully reflected ln the statlstlcal calculatlon 
(whlch uses roll rates and mlgratlon analysls). These rlsk factors lnclude 
bankruptcy trends, recent growth, product mlx, economlc condltlons and current 
levels of charge-offs and dellnquencles. 

5. ACQUIRED INTANGIBLES AND GOODWILL (RESTATED) 

Effectlve January 1, 2002, we adopted Statement of Flnanclal Accountlng 
Standards No. 142, "Goodwlll and Other Intanglble Assets" ("FAS No. 142"). FAS 
No. 142 changed the accountlng for goodwlll from an amortlzatlon method to an 
lmpalrment-only approach. Amortlzatlon of goodwlll recorded ln past buslness 
comblnatlons ceased upon adoptlon of the statement on January 1, 2002. We have 
completed the transltlonal goodwlll lmpalrment test requlred by FAS No. 142 and 
have concluded that none of our goodwlll lS lmpalred. 

We do not hold any lntanglble assets whlch are not subJect to amortlzatlon. 
Amortlzed acqulred lntanglbles conslsted of the followlng: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Purchased credlt card relatlonshlps 
Other lntanglbles 
Accumulated amortlzatlon - purchased credlt card relatlonshlps 
Accumulated amortlzatlon - other lntanglbles 

Acqulred lntanglbles, net 

</TABLE> 

Acqulred lntanglble amortlzatlon expense totaled $12.6 mllllon for the 
ended June 30, 2002, $24.2 mllllon for the quarter ended June 30, 2001, 
mllllon for the SlX months ended June 30, 2002, $50.2 mllllon for the SlX months 
ended June 30, 2001 and $99.0 mllllon for the twelve months ended December 31, 
20 01. 

Estlmated amortlzatlon expense assoclated wlth our acqulred lntanglbles for each 
of the followlng years lS as follmvs: 

(In mllllons) 
Year endlng December 31, 

2002 
2003 
20 04 
2005 
2006 

$57.7 
50.3 
47.7 
43.3 
4 0. 9 

The followlng tables dlsclose the lmpact of goodwlll amortlzatlon on net lncome 
and earnlngs per share for the perlods lndlcated. 

<TABLE> 
<CAPTION> 

<C> 

Three months ended 

(In mllllons) 

<S> 
Reported net lncome 
Add back: Goodwlll amortlzatlon, net 

Ad]U8ted net lncome 

</TABLE> 

<TABLE> 
<CAPTION> 

2002 

<C> 
$507.4 

$507.4 

June 3 0, 
2001 

<C> 
$423.3 

11. 6 

$4 34. I) 

June 30, 
2002 

1,038.6 
2 6. 5 

I 639. 9 I 
I 6. 7 I 

$418.5 

2002 

<S> <C> 
Baslc 

<C> 
Dlluted 

December 31, 
2001 

<C> 
1,038.6 

2 6. 5 
I 603. 8 I 

I 5. 7 I 

455.6 

Slx months ended 
June 30, 

2001 2002 

<C> 
$998.4 

$008.4 

<C> 
$ 828.8 

23.2 

$852.0 

Three months ended 
June 30, 

2001 

<C> 
Baslc 

<C> 
Dlluted 
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</TABLE> 

<PAGE> 

<TABLE> 
<S> 

Reported earnlngs per share 
Add back: Goodwlll amortlzatlon, net 

AdJusted earnlngs per share 

</TABLE> 

<TABLE> 
<CAPTION> 

<C> <C> 

1. 08 

1. 0 8 

1. 07 

1. 07 

2002 

<C> 

$.91 
. 03 

$.94 

<C> 

$.90 
. 03 

$.93 

Slx months ended 
June 30, 

2001 

Page 8 of 108 

Baslc Dlluted Baslc Dlluted 

<S> <C> 
Reported earnlngs per share 2.13 
Add back: Goodwlll amortlzatlon, net 

AdJusted earnlngs per share 2.13 

</TABLE> 

There no slgnlflcant changes to our recorded amount of goodwlll, elther 
total or by segment, durlng the quarter or SlX months ended June 30, 2002. 

6. INCOME TAXES (RESTATED) 

Our effectlve tax rate was 33.6 percent for the SlX months ended June 30, 2002 
and 34.7 percent for the flrst SlX months of 2001. The effectlve tax rate 
dlffers from the statutory federal lncome tax rate prlmarlly because of the 
effects of state and local lncome taxes and tax credlts. 

<PAGE> 

7. EARNINGS PER COMMON SHARE (RESTATED) 

Computatlons of earnlngs per common share for the three and SlX months ended 
June 3 0 follows: 

<TABLE> 
<CAPTION> 

<C> 

(In mllllons, except per share data) 

Three months ended 
June 30, 

2002 

<C> 
2.11 $ 1.77 

. 05 

2.11 $ 1. 82 

<C> 
$ 1. 75 

. 05 

$ 1. 80 

Three months ended 
June 30, 

2001 

Dlluted Baslc Dlluted Baslc 

Earnlngs: 
<S> 

Net lncome 
Preferred dlvldends 

Earnlngs avallable to common shareholders 

Average shares outstandlng: 
Common 
Common equlvalents 

Average shares outstandlng assumlng dllutlon 

Earnlngs per common share, as restated 

Earnlngs per common share, as reported 

</TABLE> 

<TABLE> 
<CAPTION> 

(In mllllons, except per share data) 

Earnlngs: 
<S> 

Net lncome 
Preferred dlvldends 

Earnlngs avallable to common shareholders 

<C> 
$ 5 07.4 

I 15.5 I 

4 91. 9 

456.3 
4. 9 

4 61.2 

1. 07 

1. 08 

<C> 
$ 507.4 

I 15. 5 I 

4 91. 9 

45 6. 3 

45 6. 3 

1. 0 8 

1. 0 9 

Slx months ended 
June 30, 

2002 

<C> 
$ 423.3 

12.3 I 

4 21. 0 

4 63. 0 
6.6 

4 69. 6 

. 90 

. 93 

<C> 
$ 423.3 

I 2. 31 

421. 0 

463.0 

463.0 

. 91 

. 94 

Slx months ended 
June 30, 

2001 

Dlluted Baslc Dlluted Baslc 

<C> 
99 8. 4 
124. o I 

974.4 

<C> 
9 98.4 
I 24. o I 

974.4 

<C> 
828.8 

I 4. 61 

824.2 

<C> 
828.8 

I 4. 6 I 

824.2 
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Average shares outstandlng: 
Common 
Common equlvalents 

Average shares outstandlng assumlng dllutlon 

Earnlngs per common share, as restated 

Earnlngs per common share, as reported 

</TABLE> 

45 6. 6 
4. 9 

4 61. 5 

2.11 

2.17 

456.6 

456.6 

2.13 

2.19 

B. COMPANY OBLIGATED MANDATORILY REDEEMABLE PREFERRED SECURITIES OF SUBSIDIARY 
TRUSTS 

We have formed speclal purpose trusts for the purpose of lSSUlng trust preferred 
securltles. The sole assets of these trusts are Junlor Subordlnated Deferrable 
Interest Notes ( "Junlor Subordlnated Notes") lssued by Household. The followlng 
table summarlzes our company obllgated mandatorlly redeemable preferred 
securltles of subsldlary trusts (''Preferred Securltles'') and the related Junlor 
Subordlnated Notes: 

<TABLE> 
<CAPTION> 

(Dollar amounts are 
ln mllllons) 

Preferred Securltles: 
<S> 

Interest rate 
Face value 
Issue date 

Junlor Subordlnated Notes: 
Prlnclpal balance 
Redeemable by lssuer 
Stated maturlty 

</TABLE> 

Household 
Capltal Trust VII 

("HCT VII") 

<C> 
7.50% 
$200 

November 2001 

$206.2 
November 2006 
November 2031 

Household 
Capltal Trust 
VI ("HCT VI") 

<C> 
8.25% 
$200 

January 2001 

$206.2 
January 2006 
January 2031 

Household 
Capltal Trust V 

("HCT V") 

<C> 
10. 00% 

$300 
June 2000 

$309.3 
June 2005 
June 2030 

The Preferred Securltles must be redeemed when the Junlor Subordlnated Notes 
paid. The Junior Subordinated Notes have a stated maturity date, but are 
redeemable by Household, ln whole or ln part, 

10 

<PAGE> 

beglnnlng on the dates lndlcated above at whlch tlme the preferred securltles 
are callable at par ($25 per Preferred Securlty) plus accrued and unpald 
dlvldends. Dlvldends on the Preferred Securltles are cumulatlve, payable 
quarterly ln arrears, and are deferrable at Household's optlon for up to flve 
years. Household cannot pay dlvldends on lts preferred and common stocks durlng 
such deferments. The Preferred Securltles have a llquldatlon value of $25 per 
preferred securlty. HCT I may elect to extend the maturlty of lts Preferred 
Securltles to June 2044. Dlvldends on the Preferred Securltles have been 
classlfled as lnterest expense ln our statements of lncome. 

HCT I, HCT IV, HCT V, HCT VI and HCT VII (collectlvely, ''the Trusts'') are wholly 
owned subsldlarles of Household. Household's obllgatlons wlth respect to the 
Junlor Subordlnated Notes, when consldered together wlth certaln undertaklngs of 
Household wlth respect to the Trusts, constltute full and uncondltlonal 
guarantees by Household of the Trust's obllgatlons under the respectlve 
Preferred Securltles. The Preferred Securltles are classlfled ln our balance 
sheet as company obllgated 
subsldlary trusts 

mandatorlly redeemable preferred securltles of 

face and redemptlon 
the mlnorlty lnterests ln the trusts) at thelr 

mllllon at both June 30, 2002 and December 
31, 2001. 

9. FORWARD PURCHASE AGREEMENTS 

At June 30, 2002, we had agreements to purchase, on a forward basls, 
approxlmately 6.1 mllllon shares o= our common stock wlth a welghted-average 
forward prlce of $55.63 per share. The agreements explre at varlous dates 
through June 2003. These agreements may be settled physlcally or on a net basls 
elther ln shares of our common stock or ln cash, dependlng on the terms of the 
varlous agreements, at our optlon and consequently are accounted for as 
permanent Durlng the current quarter, we recelved 966,000 shares at an 
average cost of .11 per share a result of settlements under these forward 
contracts. 

Under a net share settlement, lf the prlce of our common stock falls below the 
forward prlce, we would be requlred to dellver common shares to the counterparty 
based upon the dlfference between the forward prlce and the then current stock 
prlce. Conversely, lf the prlce of our common stock rlses above the forward 
prlce, the counterparty would be requlred to dellver to us shares of our common 
stock based on the prlce dlfference. Based upon the 
stock of $49.70 per share at June 30, 2002, we would 
dellver approxlmately 731,800 shares of our common stock to 
these contracts at June 30, 2002. If our common stock prlce 

prlce of our common 
requlred to 

net share settle 
had been lower by $1 

per share at June 30, 2002, we would have been requlred to dellver an addltlonal 
141,000 common shares to net share settle these contracts. If our common stock 
prlce had been hlgher by $1 per share at June 30, 2002, we would have been 

464.5 
6.3 

470.8 

Household 
Capltal Trust 
IV I "HCT IV" I 

<C> 
7.25% 

$200 
March 1998 

$206.2 
March 2003 

December 2 03 7 

1. 7 5 

1. 84 

Household 
Capltal Trust I 

("HCT I" I 

<C> 
8.25% 

$75 
June 19 95 

$77.3 
June 2001 

June 2025 
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4 64.5 

1. 77 

1. 86 
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requlred to dellver a total of 596,400 shares of our common stock to net share 
settle the contracts. These agreements, however, contaln llmlts on the number of 
shares to be dellvered under a net share settlement, regardless of the prlce of 
our common stock. At June 30, 2002, the maxlmum number of common shares we would 
be requlred to dellver to net share settle the 6.1 mllllon shares currently 
outstandlng was 31.5 mllllon shares. 

10. COMPREHENSIVE INCOME (RESTATED' 

Comprehenslve lncome was $297.7 mllllon for the quarter ended June 30, 2002, 
$444.8 mllllon for the quarter ended June 30, 2001, $1,125.5 mllllon for the 
months ended June 30, 2002, and $549.7 mllllon for the SlX months ended June 30, 
20 01. 

11 
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The components of accumulated other comprehenslve lncome were as follows: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Unreallzed losses on cash flow hedglng lnstruments 
Unreallzed galns on lnvestments and lnterest-only strlp recelvables 
Forelgn currency translatlon adJustments 

Accumulated other comprehenslve lncome (loss) 

</TABLE> 

11. NEW ACCOUNTING PRONOUNCEMENTS AND CHANGES IN ACCOUNTING POLICIES 

Effectlve January 1, 2002, we adopted Statement of Flnanclal Accountlng 
Standards No. 144, "Accountlng for the Impalrment or Dlsposal of Long-Llved 
Assets" ("FAS No. 144"). The adoptlon of FAS No. 144 dld not have a slgnlflcant 
lmpact operatlons. 

In the second quarter, we adopted the falr value method of accountlng for our 
stock optlon and employee stock purchase plans ln 2002. Under the guldance of 
Statement of Flnanclal Accountlng Standards No. 123, "Accountlng for Stock-Based 
Compensation", ("FAS No. 123"), companies may either recognize stock-based 
compensatlon expense assoclated wlth these plans currently ln lncome or dlsclose 
the pro forma lmpact of the expense. Pursuant to the requlrements of FAS No. 
123, optlons granted prlor to January 1, 2002 contlnue to be accounted for under 
Accountlng Prlnclples Board Oplnlon No. 25, "Accountlng for Stock Issued to 
Employees," under whlch expenses for stock optlons are generally not recognlzed. 
The lmpact of adoptlng the expense recognltlon provlslons of FAS No. 123 lS not 
expected to have a slgnlflcant lmpact on our future results of operatlons. 

12. SEGMENT REPORTING (RESTATED) 

We have three reportable segments: Consumer, Credlt Card Servlces and 
Internatlonal. Our Consumer segment conslsts of our consumer lendlng, mortgage 
servlces, retall servlces and auto flnance buslnesses. Our Credlt Card Servlces 
segment conslsts of our domestlc MasterCard and Vlsa credlt card buslness. Our 
Internatlonal segment conslsts of our forelgn operatlons ln the Unlted Klngdom 
and Canada. There has been no change ln the basls of our segmentatlon or ln the 
measurement of profl t as Wl th the ln our Annual 
Report on Form for the year 

We allocate resources and provlde lnformatlon to management for declslon maklng 
on a managed basls. Therefore, an adJustment lS requlred to reconclle the 
managed flnanclal lnformatlon to our reported flnanclal lnformatlon 
consolldated flnanclal statements. Thls adJustment reclasslfles net lnterest 
margln, fee lncome and loss provlslon lnto securltlzatlon revenue. 

<PAGE> 

Reportable Segments - Managed Basls 
<TABLE> 
<CAPTION> 

12 

<C> 

(In mllllons) Consumer 
Credlt Card 

Servlces 
Inter

natlonal 

Three months ended June 30, 2002 
<S> 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 
Recelvables 
Assets 
Goodwlll 

Three months ended June 30, 2001 
Net lnterest margln 

<C> <C> <C> 
$ 1,718.9 $ 423.0 $ 154.1 

84.3 256.5 13.1 
140.3 41.4 93.2 

42.8 8. 2 2.5 
841.5 34 6. 8 88. 8 
3 63.5 65.9 56.1 

80,134.5 16,566.9 7,648.8 
82,320.2 17,612.6 8,915.6 

857.6 248.7 1.0 

1,398.2 344.2 146.5 

June 30, 
2002 

15 67. 9 I 
2 07. 6 

1245. o I 

I 605.3 I 

<C> 

All 
Other 

<C> 
$ I 15. 4 I 

1.4 
141. 8 

I. 4 I 
. 4 

56. 3 
1,110.4 

19,643.9 
14. 8 

I 11. 4 I 

Page 10 of 108 

December 31, 
2001 

I 699 .1 I 
223.3 

1256. 6 I 

17 32.4 I 

Totals 

<C> 
$ 2,280.6 

355.3 
416.7 

53.1 
1,277.5 

541. 8 
105,460.6 
128,492.3 

1,122.1 

1,877.5 

AdJustments/ 
Reconclllng 

Items 

<C> 

(53. 1 I 12 I 
(53. 1 I 12 I 

. 9 13 I 
134. 4 I 

(9,363.3) (4) 
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Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 
Recelvables 

88.3 
82.8 
54.7 

524.2 
3 63.2 

67,182.8 

275.0 
30.4 
10.6 

331.3 
36.7 

15,806.6 

19.2 1.5 
44.6 105.6 

2. 0 I. 5 I 
63. 6 15.3 
34.8 31.2 

7,875.6 673.5 
Assets 69,696.4 16,876.4 9,124.1 14,113.1 
Goodwlll 

Slx months ended June 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt 
Net lncome 

Slx months ended June 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment 
Provlslon 
Net lncome 

</TABLE> 

<TABLE> 
<CAPTION> 

for 
revenues 
credlt 

30, 2002 

losses 

30, 2001 

losses 

Three months ended June 30, 2002 
<S> 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 
Recelvables 
Assets 
Goodwlll 

Three months ended June 30, 2001 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 
Recelvables 
Assets 
Goodwlll 

Slx months ended June 30, 2002 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 

Slx months ended June 30, 2001 
Net lnterest margln 
Fee lncome 
Other revenues(1) 
Intersegment revenues 
Provlslon for credlt losses 
Net lncome 

</TABLE> 

8 64. 8 

3,377.1 
172.9 
305.7 

78.6 
1, 762.5 

670.7 

2,749.2 
183.9 
111.5 
100.9 

1,101.5 
641. 6 

Managed 
Basls 

Consolldated 
Totals 

<C> 
$ 2,280.6 

355.3 
3 63. 6 

1,278.4 
507.4 

105,460.6 
119,129.0 

1,122.1 

1,877.5 
3 84. 0 
196.6 

934.8 
423.3 

91,538.5 
100,310.3 

1,136.7 

4,533.8 
727.3 
829.7 

2,640.7 
9 98.4 

3,692.2 
748.0 
455.1 

1,867.6 
828.8 

(1) Net of pollcyholder beneflts and excludlng fees. 
(2) Ellmlnates lntersegment revenues. 

255.6 

840.8 
527.0 
108.3 
18.2 

717.4 
143.3 

691.9 
527.2 
50.7 
19.5 

628.0 
69.9 

Securltlzatlon 
AdJustments 

<C> 
$ (651.6) (5) 

(165.0) (5) 
389.2 I 5 I 

(427.5)(5) 

(22,322.7) (6) 
(22,322.7) (6) 

(491.5) (5) 
(160.5) (5) 
374.2 I 5 I 

(277.7) (5) 

(19,783.7) (6) 
(19,783.7) (6) 

$(1,307.9) (5) 
(320.5) (5) 
761.7 I 5 I 

(866.8) (5) 

(997.8) (5) 
(312.4) (5) 
803.4 I 5 I 

(506.9) (5) 

(3) Ellmlnates bad debt recovery sales and reclasslfles loss reserves between 
operatlng segments. 

(4) Ellmlnates lnvestments ln subsldlarles and lntercompany borrowlngs. 
(5) Reclasslfles net lnterest margln, fee lncome and loss provlslons relatlng 

to securltlzed recelvables to other revenues. 
(6) Represents recelvables servlced wlth llmlted recourse. 
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS 

Household Internatlonal, Inc. and Subsldlarles 

FINANCIAL HIGHLIGHTS (RESTATED) 
<TABLE> 

1.1 

307.5 
23.2 

136.3 
4. 8 

150.9 
81. 9 

2 99.4 
34.1 
83. 6 
3. 9 

118.6 
81.2 

Owned 
Basls 

Consolldated 
Totals 

<C> 
$ 1,629.0 

190.3 
752.8 

850.9 
507.4 

83,137.9 
96,806.3 
1,122.1 

1,386.0 
223.5 
570.8 

657.1 
423.3 

71,754.8 
80,526.6 
1,136.7 

3,225.9 
406.8 

1,591.4 

1,773.9 
9 98.4 

2,694.4 
435.6 

1,258.5 

1,360.7 
828.8 

15.2 

8. 4 
4. 2 

380.1 
I. 9 I 

33.5 
151. 5 

I 4 8. 3 I 
2. 8 

332.6 
I 1. o I 
18.6 

114. 8 
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3 84. 0 
2 63.4 I 66. 8 I 12 I 

66.8 I 66. 8 I 12 I 
934.4 . 4 13 I 
4 65. 9 I 4 2. 61 

91,538.5 
109,810.0 (9,499. 7) (4) 

1,136.7 

4,533.8 
727.3 
930.4 (100. 7) (2) 
100.7 (100. 7) (2) 

2,664.3 123. 61 13 I 
1,047.4 I 4 9. o I 

3,692.2 
748.0 
578.4 (123.3) (2) 
123.3 (123.3) (2) 

1,866.7 . 9 13 I 
907.5 17 8. 7 I 
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<CAPTION> 

Three months ended 

(Dollar amounts are 1n mlll1ons, except per share data) 

<S> 
Net 1ncome 
D1luted earn1ngs per common share 
Net 1nterest marg1n and other revenues(l) 
Owned Bas1s Rat1os: 

Return on average owned assets 
Return on average common shareholders' equ1ty 
Net 1nterest marg1n 
Consumer net charge-off rat1o, annual1zed 
Reserves as a percentage of net charge-offs 
Eff1c1ency ratlo(2) 

Managed Bas1s Rat1os: (3) 
Return on average managed assets 
Net 1nterest marg1n 
Consumer net charge-off rat1o, annual1zed 
Reserves as a percentage of net charge-offs 
Eff1c1ency ratlo(2) 

<CAPTION> 

2002 

<C> 
$ 507.4 

1. 07 
2,572.1 

2.18 
22.9 
7.62 
3. 7 6 
97.4 
37.5 

1. 7 8 
8.55 
4.26 

100.0 
32.1 

June 30, 
2001 

<C> 
$ 423.3 

. 9 0 
2,180.3 

2.14 
22.5 
7.74 
3. 2 6 

103.7 
40.3 

1. 7 2 
8.27 
3.71 

104.2 
35.7 

Owned Bas1s 

(Dollar amounts are ln mllllons) 

<S> 
Total assets 
Recelvables 
Common and preferred equlty a percentage of assets 
Common and preferred equlty and trust preferred 

securltles as a percentage of assets(4) 
Tanglble equlty to tanglble managed assets (4) (5) 
Two-month-and-over contractual dellnquency ratlo 
Reserves as a percentage of recelvables 
Reserves as a percentage of performlng loans 

</TABLE> 

(1) Net of pollcyholder beneflts. 

June 30, 
2002 

<C> 
$96,806.3 

83,137.9 
9.82 

10.83 
n/ a 

4.61 
3.59 
96.0 

(2) Ratlo of operatlng expenses to net lnterest margln and other revenues less 
pollcyholders' beneflts. 

(3) We monltor our operatlons and evaluate trends on both an owned basls as 
shown ln our flnanclal statements and on a managed basls. Managed basls 
reportlng adJustments assume that securltlzed recelvables have not been sold and 
are stlll on our balance sheet. Managed basls lnformatlon lS lntended to 
supplement, and should not be consldered a substltute for, owned basls reportlng 
and should be read ln conJunctlon cuth reported owned basls results. 

(4) The ratlo of common and preferred equlty and trust preferred securltles 
percentage of owned and managed assets and the ratlo of tanglble equlty to 
tanglble managed assets are non-GAAP ratlos that are used ratlng agencles as 
a measure to evaluate capltal adequacy. These ratlos may from slmllarly 
named measures presented by other companles. Because of lts long-term nature 
and our ablllty to defer dlvldends, ratlng agencles conslder trust preferred 
securltles as equlty ln calculatlng these ratlos. 

(5) Tanglble shareholders' equlty lncludes trust preferred securltles, preferred 
equlty, and common shareholders' equlty, excludlng unreallzed galns and losses 
on lnvestments and cash flow hedglng lnstruments, less acqulred lntanglbles and 
goodwlll. Tanglble managed assets represents total managed assets less acqulred 
lntanglbles, goodwlll and derlvatlve assets. 
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RESTATEMENT 

Household Internatlonal, Inc. has restated lts consolldated flnanclal statements 
for the years ended December 31, 1999, 2000 and 2001 and the flrst quarter ended 
March 31, 2002. We belleve thls Form 10-Q and the exhlblts lncluded herewlth 
lnclude ull ud]U8tment8 relutlng to the re8tutement for ull 8uch prlor perlod8. 
The restatement relates to MasterCard/Vlsa co-brandlng and afflnlty credlt card 
relatlonshlps and a marketlng agreement wlth a thlrd party credlt card marketlng 
company. All were part of our Credlt Card Servlces segment. In consultatlon wlth 
our prlor audltors, Arthur Andersen, LLP, we treated payments made ln connectlon 
wlth these agreements that were entered lnto between 1992 and 1999 as prepald 
assets and amortlzed them ln accordance wlth the economlcs of the 
agreements. Our current audltors, KPMG LLP, have us that, ln thelr Vlew, 
these payments should have elther been charged agalnst earnlngs at the tlme they 
were made or amorltlzed over a shorter perlod of tlme. We belleve thls lS a good 
falth dlfference of oplnlon but we are followlng the advlce of our current 
audltors. There lS no slgnlflcant change as a result of these adJustments on the 
prlor perlod net earnlngs trends prevlously reported. The balance of retalned 

December 31, 
2001 

<C> 
$88,910.9 
79,874.7 

9.33 

10.43 
n/ a 

4.53 
3.33 
91. 0 

2002 

Page 12 of 108 

S1x months ended 
June 30, 

2001 

<C> <C> 
$ 998.4 $ 828.8 

2.11 1. 75 
5,224.1 4,388.5 

2.18 2.11 
23.2 22.2 
7.72 7. 63 
3.69 3.19 

100.5 107.6 
37.3 4 0 .1 

1. 77 1. 70 
8. 64 8. 21 
4 .17 3. 63 

102.8 107.4 
32.0 35.9 

Managed Bas1s: (3) 

June 30, 
2002 

<C> 
$119,129.0 
105,460.6 

7.98 

8. 80 
7. 94 
4. 53 
4. 14 

112.4 

December 31, 
2001 

<C> 
$109,858.9 

100,822.7 
7.55 

8. 44 
7.57 
4.46 
3.78 

105.0 
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earnlngs at December 31, 2001 has been restated from amounts prevlously reported 
to reflect a retroactlve charge of $359.9 mllllon, after tax, for these ltems. 
The prlnclpal executlve offlcer and prlnclpal flnanclal offlcer of Household 
have certlfled that thls quarterly report falrly presents, ln all materlal 
respects, the flnanclal condltlon and results of operatlons of Household for the 
perlod ended June 30, 2002. Our audltors have revlewed the unaudlted 
June 30, 2002 flnanclal results and provlded us wlth the letter requlred by 
Statement of Audltlng Standards No. 71. Thls letter lS also attached to thls 
Form 10-Q as Exhlblt 99.5. 

Thls cumulatlve restatement relates to the followlng perlods: 

<TABLE> 
<CAPTION> 

Restatements to Reported Income 

% Change 

(Dollars ln mllllons) Pre-Tax Tax Effect After- Tax to Reported 

<S> 
Q2 2002* 
Q1 2002 

<C> 
I 9. 7 I 

131. 61 

<C> 
3.6 

11.6 

<C> 
I 6. 1 I 

I 20. o I 

<C> 

months 2002 I 41. 3 I 15.2 I 26. 1 I 

2001 
2000 
19 99 
1994-1998 

I 12 o. 2 I 
I 110.91 

I 91. 8 I 
1245. o I 

44.3 
4 0. 8 
33.7 
89.2 

I 75. 9 I 
I 70. 1 I 
I 58. 1 I 

I 155. 8 I 

* Compared to that reported ln our earnlngs release of July 17, 2002. 
</TABLE> 

The lmpact of these amounts to reported dlluted earnlngs per share was as 
follows: 

Q2 2002 
Q1 2002 

As Reported 

$ 1. 0 8 
1. 0 9 

Restated 

$1. 07 
1. 04 

months 2002 2.17 2.11 

2001 
2000 
19 99 

4. 0 8 
3.55 
3.07 

3.91 
3.40 
2.95 

BASIS OF REPORTING 

Thls dlscusslon should be read ln conJunctlon wlth the unaudlted condensed 
consolldated flnanclal statements, notes and tables lncluded elsewhere ln thls 
report and ln the restated Household Internatlonal, Inc. Annual Report on Form 
10-K for the year ended December 31, 2001 (the "2001 Form 10-K") whlch contalns 
unaudlted flnanclal lnformatlon for Household Internatlonal, Inc. and lS 
lncluded as an exhlblt to thls Form 10-Q. We expect that we Wlll flle wlth the 
Securltles and Exchange Commlsslon an amended Form 10-K/A wlth audlted flnanclal 
lnformatlon on or about August 31, 2002. Management's 
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dlscusslon and analysls may contaln certaln statements that may be 
forward-looklng ln nature wlthln the meanlng of the Prlvate Securltles 
Lltlgatlon Reform Act of 1995. Our results may dlffer materlally from those 
noted ln the forward-looklng statements. Forward-looklng statements are 
typlcally ldentlfled by words or phrases such as "belleve", "expect", 
"antlclpate", "lntend", "may", "wlll", "should", "would" and "could". 
Forward-looklng statements lnvolve rlsks and uncertalntles and are based on 
current Vlews and assumptlons. The factors that may affect our actual results 

follows: 

changes ln laws and regulatlons, lncludlng attempts by local, state 
and natlonal regulatory agencles or leglslatlve bodles to control 
alleged "predatory" lendlng practlces through broad lnltlatlves almed 
at lenders operatlng ln the nonprlme or subprlme consumer market; 

lncreased competltlon from well-capltallzed companles or lenders wlth 
to government sponsored organlzatlons for our consumer segment 

whlch may lmpact the terms, rates, costs or proflts hlstorlcally 
lncluded ln the loan products we offer or purchase; 

changes accountlng pollcles practlces or standards, as they may be 
adopted by regulatory agencles and the Flnanclal Accountlng Standards 
Board; 

changes ln overall economlc condltlons, lncludlng the lnterest rate 
envlronment ln whlch we operate, the capltal markets ln whlch we fund 
our operatlons, the market values of consumer owned real estate 
throughout the Unlted States, recesslon, employment and currency 
fluctuatlons; 

consumer perceptlon of the avallablllty of credlt, lncludlng prlce 
competltlon ln the market segments we target and the ramlflcatlons 

I 1. 2 I% 
I 3. 9 I 

I 2. 5 I 

I 3. 9 I 
I 4. 1 I 
I 3. 9 I 
13. 8 I 

Page 13 of 108 

% Change from Prlor Perlod Net Income 

As Reported 

<C> 
17.0% 
18.3 

17.7 

13.1 
14. 4 
28.5 

As Restated 

<C> 
2 0. 0% 
21. 0 

20.4 

13.3 
14.2 
28.3 
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ease of flllng for personal bankruptcy; 

the effectlveness of models or programs to predlct loan dellnquency 
loss and lnltlatlves to lmprove collectlons ln all buslness areas; 

contlnued consumer acceptance of our dlstrlbutlon systems and demand 
for our loan or lnsurance products; 

changes assoclated wlth, as well as the dlfflculty ln lntegratlng 
systems, operatlonal functlons and cultures, as appllcable, of any 
organlzatlon or portfollo acqulred by Household; 

a reductlon of our short-term debt ratlngs by any of the natlonally 
recognlzed statlstlcal ratlng organlzatlons that rate these 
lnstruments to a level that lS below our current ratlng; 

the costs, effects and outcomes of regulatory revlews or lltlgatlon 
relatlng to our nonprlme loan recelvables or the buslness practlces of 
any of our buslness unlts, lncludlng, but not llmlted to, addltlonal 
compllance requlrements; 

the costs, effects and outcomes of any lltlgatlon matter that lS 
determlned adversely to Household or lts buslnesses; 

the ablllty to attract and retaln quallfled personnel to support the 
underwrltlng, servlclng, collectlon and sales functlons of our 
buslnesses; 

uncertalnty wlth respect to the completlon of the above referenced 
reaudlt of the consolldated flnanclal lnformatlon of Household wlthln 
the tlme perlod expected, lncludlng whether any further adJustments 
may be requlred; 

acceptance of the market place of our debt and equlty to fund our 
buslnesses durlng the perlod prlor to the lssuance of the restated 
audlted flnanclal lnformatlon and thereafter; and 

the lnablllty of Household to manage any or all of the foregolng rlsks 
as well as antlclpated. 

We monltor our operatlons and evaluate trends on a managed basls whlch assumes 
that securltlzed recelvables have not been sold and are stlll on our balance 
sheet. We manage our operatlons on a managed basls because the recelvables that 
we securltlze are subJected to underwrltlng standards comparable to our owned 
portfollo, are servlced by operatlng personnel wlthout regard to ownershlp and 
result in a similar credit loss exposure for us. In addition, we fund our 
operatlons, revlew our operatlng results and make declslons about allocatlng 
resources such as employees and capltal on a managed basls. See Note 12, 
"Segment Reportlng," to the accompanylng condensed consolldated flnanclal 
statements for addltlonal lnformatlon related to our results on a managed basls. 

The followlng dlscusslon of our flnanclal condltlon and results of operatlons lS 
presented on an owned basls of reportlng unless speclflcally noted. On an owned 
basls of reportlng, net lnterest margln, 
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provlslon for credlt losses and fee lncome resultlng from securltlzed 
recelvables are lncluded as components of securltlzatlon revenue. 

OPERATIONS SUMMARY AND TRENDS 

Our net lncome for the second quarter of 2002 lncreased 20 percent to 
$507.4 mllllon, from $423.3 mllllon a year ago. Net lncome for the flrst 
SlX months of 2002 was $998.4 mllllon, compared to $828.8 mllllon ln the 
year-ago perlod. Dlluted earnlngs per share was $1.07 ln the second quarter 
and $2.11 for the flrst SlX months of 2002, compared to $.90 and $1.75 
the same perlods ln 2001. Our lmproved results were due to slgnlflcant 
recelvable and revenue growth. Partlally offsettlng the revenue growth were 
hlgher operatlng expenses as a result of portfollo growth and hlgher credlt 
loss provlslon due to the economlc envlronment. We antlclpate that our cost 
of funds may lncrease durlng any perlod where we cannot fully the 
global capltal markets due to our lack of audlted flnanclal statements. 
Our credlt loss provlslon was greater than charge-offs by $85.3 mllllon ln 
the current quarter and $289.6 mllllon for the flrst SlX months of 2002. In 
addltlon, our year-to-date earnlngs lncluded hlgher revenues from our tax 
refund lendlng buslness whlch contrlbuted $.19 to our flrst quarter 
earnlngs per share, an lncrease of 27 percent over the $.15 contrlbutlon ln 
the flrst quarter of 2001. 

In the flrst half of the year, we took a number of steps as part of our 
llquldlty management plans whlch reduced our rellance on short-term debt 
und 8trengthened our po8ltlon murket lnduced volutlllty. The8e 
steps lncluded establlshlng a .5 bllllon lnvestment securlty llquldlty 
portfollo, lSSUlng long-term debt whlch lengthened the term of our fundlng, 
establlshlng $6 bllllon ln lncremental condult capaclty and lSSUlng 
securltles backed by dedlcated home equlty loan recelvables of $2.8 
bllllon. We lntend to malntaln, and may grow, our lnvestment securlty 

to protect us from any concerns. Thls actlon 
may lmpact our net earnlngs due to lower return generated by 
these assets. 

As we Wlll not have audlted flnanclal statements untll on or about August 
31, 2002, our to tradltlonal fundlng sources through reglstered 
publlc offerlngs Wlll be llmlted untll September. Pendlng the completlon of 
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the audlt, we Wlll suspend the lssuance of unsecured debt and equlty 
securltles under our appllcable shelf reglstratlons. In any case, no 
slgnlflcant lssuances had been planned untll September, 2002. We belleve 
have adequate sources of llquldlty to contlnue to operate untll audlted 
flnanclal statements have been prepared. 

The regulatory envlronment ln whlch we operate has been very challenglng. 
As a result of the agltatlon of consumer actlvlsts, state regulators, 
lncludlng attorney generals, have requested lnformatlon wlth respect to the 
pollcles, procedures and practlces used by our consumer lendlng buslness ln 
the orlglnatlon of loans. We are ln regular contact wlth these governmental 
agencles provldlng support for our buslness and respondlng to customer 
complalnts. We belleve state authorltles Wlll contlnue to target the 
nonprlme and subprlme credlt market wlth new laws and regulatlons. We 
belleve compllance wlth these new laws may lncrease our expenses and may 
reduce revenues. However, we do not expect that such compllance Wlll have a 
materlal adverse affect on our buslness operatlons. 

17 
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On July 22, 2002, the four federal bank regulatory agencles lssued draft 
guldance for account management and loss allowance practlces for credlt 
card lendlng. The agencles have lndlcated that they lntend to lssue flnal 
guldance on August 16, 2002. As such, we do not yet know what the flnal 
form of the guldance Wlll be. Based on the current draft, however, we do 
not expect the guldance to have a materlal adverse lmpact on our flnanclal 
statements or the way we manage our buslness. 

The New York Stock Exchange has recently adopted new corporate governance 
standards for all llsted companles. Household currently meets and exceeds 
those standards. In addltlon, ln the second quarter, we have adopted the 
falr value method of accountlng for our stock optlons and employee stock 
purchase plans ln 2002. Based on our hlstorlcal lssuances of stock optlons, 
we expect the lmpact of thls change Wlll not have a slgnlflcant adverse 
affect on our future flnanclal results. 

The Unlted States Congress lS expected to conslder the passage of a new 
bankruptcy blll. Although lt should provlde a more ratlonale approach to 
the consumer bankruptcy practlce, lf the blll lS passed, we expect an 
lncrease ln the number of personal bankruptcy flllngs durlng the perlod 
lmmedlately prlor to the effectlve date of the law. Thls actlon may cause 
our dellnquency and charge-of= ratlos, foreclosures and related expenses to 
lncrease untll the full effects of the leglslatlon can be achleved. 

SEGMENT RESULTS - MANAGED BASIS 

Our Consumer segment reported net lncome of $363.5 mllllon for the second 
quarter compared to $363.2 mllllon ln the quarter. Year-to-date, net 
lncome lncreased to $670.7 mllllon compared 1.6 mllllon for the flrst SlX 
months of 2001. Net lnterest margln, fee lncome and other revenues lncreased 
$374.2 mllllon, to $1.9 bllllon ln the quarter and $811.0 mllllon, to $3.9 
bllllon year-to-date. Strong recelvable growth and hlgher securltlzatlon 
actlvlty, pursuant to our llquldlty management plans, drove the lncreases. The 
hlgher revenues were partlally offset by substantlally hlgher credlt loss 
provlslon and hlgher expenses. Our credlt loss provlslon rose $317.3 mllllon, to 
$841.5 mllllon ln the quarter and S661.0 mllllon, to $1.8 bllllon year-to-date 
as a result of lncreased levels of recelvables and the contlnued weak economy. 
We lncreased managed loss reserves by recordlng loss provlslon greater than 
charge-offs of $142.4 mllllon ln the quarter and $397.1 mllllon year-to-date. 
Hlgher salary and operatlng expenses were the result of addltlonal employees and 

costs to support the lncreased recelvable levels, addltlonal 
and lnvestments ln the growth of our buslnesses. Managed recelvables 

$80.1 bllllon at June 30, 2002, from $77.0 bllllon at March 31, 2002 and 
.2 bllllon at June 30, 2001. The managed recelvable growth was drlven by 

growth ln all products wlth the strongest growth ln our real estate secured 
recelvables. Return on average managed assets ("ROMA") was 1.81 and 1.68 percent 
ln the second quarter and flrst SlX months of 2002 compared to 2.12 and 1.89 
percent ln the year-ago perlods. The decllne ln the ratlo reflects hlgher credlt 
loss provlslon. 

Our Credlt Card Servlces segment reported lmproved results over the prlor-year 
perlods. Net lncome lncreased to $65.9 mllllon for the second quarter compared 
to $36.7 mllllon ln the year-ago quarter. Year-to-date, net lncome lncreased to 
$143.3 mllllon compared to $69.9 mllllon for the flrst SlX months of 2001. The 
lncrease was due prlmarlly to hlgher net lnterest margln, whlch lncreased $78.8 
mllllon, to $423.0 mllllon ln the quarter and $148.9 mllllon, to $840.7 mllllon 
year-to-date, as a result of hlgher recelvable levels. Net lnterest margln as a 
percent of average recelvables lncreased ln both the quarter and year-to-date as 
a result of lower fundlng costs and prlclng floors, whlch capped rate reductlons 
on certaln varlable rate credlt card products. Fee lncome decreased durlng both 
the quarter and year-to-date as lmprovements ln early stage dellnquency resulted 
ln lower late fees. Revenue growth was partlally offset by hlgher credlt loss 
provl8lon und hlgher operutlng expen8e8 U880Cluted wlth the hlgher recelvuble 
levels. We lncreased managed loss reserves by loss provlslon greater 
than charge-offs of $16.3 mllllon ln the quarter and .8 mllllon year-to-date. 
Managed recelvables were $16.6 bllllon at June 30, 2002, $16.2 bllllon at March 
31, 2002 and $15.8 bllllon at June 30, 2001. The lncrease ln recelvables durlng 
both the quarter and year reflects strong growth ln our Household Bank branded 

<PAGE> 

and controlled growth ln our subprlme portfollo. Our Unlon 
portfollo also reported year-over-year 
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growth. ROMA was 1.50 and 1.63 percent ln the second quarter and flrst SlX 
months of 2002 compared to .88 and .84 percent ln the year-ago perlods. 

Our Internatlonal segment also reported lmproved results over prlor-year 
perlods. Net lncome lncreased to $56.1 mllllon for the second quarter compared 
to $34.8 mllllon ln the Year-to-date, net lncome was $81.9 
mllllon compared to $81. the flrst SlX months of 2001. Net lnterest 
margln dollars lncreased modestly ln both the quarter and year-to-date. Average 
recelvables were lower ln both the quarter and year-to-date as a result of the 
fourth quarter 2001 sale of the $1 bllllon Goldflsh credlt card portfollo. 
However, hlgher ylelds and lower fundlng costs resulted ln the hlgher net 
lnterest margln dollars. Increased securltlzatlon actlvlty contrlbuted to the 
lncrease ln other revenues durlng both the quarter and year-to-date. Revenue 
growth was partlally offset by a hlgher credlt loss provlslon and hlgher 
operatlng expenses assoclated wlth our branch expanslon efforts. We lncreased 
managed loss reserves by loss provlslon greater than charge-offs of 
$29.8 mllllon ln the quarter and .5 mllllon year-to-date. Managed recelvables 
were $7.6 bllllon at June 30, 2002, $7.0 bllllon at March 31, 2002 and $7.9 
bllllon at June 30, 2001. Recelvable balances reflect posltlve forelgn exchange 
lmpacts of approxlmately $500 mllllon durlng the quarter and $475 mllllon 
compared to prlor year. Compared to the prlor-year quarter, growth ln real 
estate secured and personal non-credlt card recelvables was more than offset by 
reductlons ln our MasterCard and Vlsa portfollo resultlng from the fourth 
quarter 2001 Goldflsh recelvable sale. ROMA was 2.68 and 1.96 percent ln the 
second quarter and flrst SlX months of 2002 compared to 1.57 and 1.85 percent 
the year-ago perlods. The lncreases were prlmarlly attrlbutable to 
securltlzatlon transactlons ln the second quarter of 2002 and lower asset 
levels. 

BALANCE SHEET REVIEW 

<TABLE> 
<CAPTION> 

Increase (decrease) 
from prlor year 

(All dollar amounts are stated ln 
mllllons) 

<S> 
Real estate secured 
Auto flnance 
MasterCard*/Vlsa* 
Prlvate label 
Personal non-credlt card I 1 I 
Commercial and other 

<C> 

June 30, 
2002 

~8,312.1 

2,362.6 
6,880.7 

10,827.1 
14,272.6 

482.8 

<C> <C> 
9, 711.4 25 

323.6 16 
11,035.01 I 13 I 

497.1 5 
1,960.7 16 

I 74.7 I I 13 I 

% 

Increase (decrease) 
from prlor quarter 

<C> <C> 
2,683.2 6% 

124 o. 3 I I 9 I 
I 89.5 I I 1 I 
138.7 1 

1,059.6 8 
I 8. 3 I 12 I 

Total owned recelvables 83,137.9 $ 11,383.1 16 % $ 3,543.4 4% 

</TABLE> 

(1) Personal non-credlt card recelvables are comprlsed of the followlng: 

<TABLE> 
<CAPTION> 

(In mllllons) 

<S> 
Domestlc personal unsecured 
Unlon Plus personal unsecured 
Personal homeowner loans 
Forelgn unsecured 

Total personal non-credlt card 

</TABLE> 

June 30, 
2002 

<C> 
6,710.3 
1,193.7 
4,393.2 
1,975.4 

$ 14,272.6 

* MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa lS a reglstered trademark of Vlsa USA, Inc. 

Recelvables growth was a key contrlbutor to our lrnproved results. To support 
capltal levels and malntaln acceptable debt ratlngs, we expect to control 
recelvable growth wlth portfollo sales for the rernalnder of 2002. In thls 
manner, we do not antlclpate our buslness operatlons Wlll be adversely affected. 

Compared to June 30, 2001, owned recelvables lncreased $11.4 bllllon, or 16 
percent, to $83.1 bllllon. Recelvable growth was strongest ln our real estate 
secured portfollo, whlch lncreased 25 percent over the June 2001 level and was 
balanced between our branch-based consumer lendlng buslness and our mortgage 
servlces buslness. Thls growth was partlally offset by the sale of approxlmately 
$900 mllllon ln whole loans by our mortgage servlces buslness ln March 2002 
pur8uunt to our llquldlty munugement plun8. Our uuto flnunce bu8lne88 lncreu8ed 
recelvables $324 mllllon, or 16 percent whlle malntalnlng conslstent 
underwrltlng crlterla. A strong and 
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ratlonal market, larger sales force, lncreased dealer penetratlon and strong 
Internet orlglnatlons contrlbuted to the growth ln auto flnance recelvables. In 
our MasterCard and Vlsa portfollo, growth ln our Unlon Prlvllege, subprlme and 
Household Bank branded base portfollos, was more than offset by the December 
2001 sale of the $1 bllllon Goldflsh portfollo ln the Unlted Klngdorn and hlgher 

March 31, 
2002 

<C> 
6,379.2 
1,065.0 
4,055.0 
1,713.8 

$ 13,213.0 

<C> 

June 30, 
2001 

6,364.4 
8 94.3 

3,690.9 
1,362.3 

12,311.9 
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securltlzatlon levels. Prlvate label recelvables lncreased 5 percent to $10.8 
bllllon prlmarlly as a result of organlc growth from exlstlng merchants and a 
$725 mllllon portfollo acqulsltlon ln the fourth quarter of 2001. Personal 
non-credlt card recelvables lncreased 16 percent to $14.3 bllllon wlth the 
strongest rate of growth ln our prlme-based Unlon Plus personal unsecured 
portfollo. Our branches also generated strong non-credlt card growth, 
especlally ln our personal homeowner loan whlch grew at a rate almost 
four tlmes faster than that of our domestlc personal unsecured portfollo. 
Recelvable growth was partlally of=set by securltlzatlon actlvlty. Durlng the 
twelve months ended June 30, 2002, we securltlzed $7.6 bllllon of recelvables 
lncludlng $3.0 bllllon of auto flnance recelvables, $1.3 bllllon of MasterCard 
and Vlsa recelvables, $1.0 bllllon of prlvate label recelvables and $2.3 bllllon 
of personal non-credlt card recelvables. 

Compared to March 31, 2002, recelvables grew $3.5 bllllon or an annuallzed 18 
percent. Growth ln real estate secured and personal non-credlt card recelvables 
was the result of good consumer demand whlch generated strong volume ln our 
branch-based consumer lendlng and mortgage servlces buslnesses. In our auto 
flnance and MasterCard and Vlsa portfollos, recelvable growth was more than 
offset by securltlzatlon levels. Durlng the second quarter, we 
securltlzed .9 bllllon of recelvables lncludlng $925.0 mllllon of auto flnance 
recelvables, $613.4 mllllon of MasterCard and Vlsa recelvables and $450.0 
mllllon of personal non-credlt card recelvables. 

Owned consumer two-months-and-over contractual dellnquency as a percent of owned 
consumer recelvables was 4.61 percent at June 30, 2002, compared wlth 4.77 
percent at March 31, 2002 and 4.48 percent at June 30, 2001. The annuallzed 
consumer owned charge-off ratlo ln the second quarter of 2002 was 3.76 percent, 
compared wlth 3.61 percent ln the prlor quarter and 3.26 percent ln the year-ago 
quarter. 

LIQUIDITY AND CAPITAL RESOURCES 

Our ratlo of tanglble equlty to tanglble managed assets of 7.94 percent at June 
30, 2002 was substantlally hlgher than the 7.57 percent level at December 31, 
2001. Compared to March 31, 2002, the ratlo decreased 16 basls polnts. The March 
ratlo was lmpacted by the tlmlng o= a $400 mllllon, 7.60 percent cumulatlve 
preferred stock lssuance. As a result of our restatement and lts lmpact on our 
capltal posltlon, we have commltted to lncrease our capltal levels to a target 
of 8.50 percent by December 31, 2002. Thls level lS hlgher than our current 
stated target of 8.00 to 8.25 percent. Inltlatlves to achleve thls target Wlll 
lnclude suspenslon of our stock buy-back program, portfollo sales to control 
growth and lssuance of capltal securltles as necessary. We do not belleve thls 
capltal plan Wlll materlally lmpact our buslness operatlons future prospects. 

We purchased 966,000 shares of our common stock for a total of $60 million 
durlng the quarter and 2.6 mllllon shares for a total of $160 mllllon durlng the 
flrst SlX months of 2002. The amount of shares we repurchase lS based on market 
condltlons, other lnvestment opportunltles for growth and capltal targets. 

We accessed the debt capltal markets ln accordance wlth our customary fundlng 
plans wlth a goal to reduce dependence on the potentlally volatlle commerclal 
paper markets. Commerclal paper, bank and other borrowlngs decreased $4.1 
bllllon from March 31, 2002 and $8.4 bllllon from year-end 2001 to $3.6 bllllon 
at June 30, 2002 as we took advantage of the current low lnterest rate 
envlronment for long-term debt. We expect outstandlng commerclal paper to 
lncrease ln future quarters. Senlor and senlor subordlnated debt (wlth orlglnal 
maturltles over one year) lncreased to $73.3 bllllon from $56.8 bllllon at 
year-end. 
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Pendlng the completlon of the audlt, we Wlll suspend the lssuance of unsecured 
debt and equlty securltles under our appllcable shelf reglstratlons. In any 
case, no slgnlflcant lssuances had been planned untll September, 2002. We 
belleve we have adequate sources o= llquldlty whlch are avallable to support the 
temporary loss of thls fundlng. 

In the flrst half of the year, we took a number of steps to reduce our rellance 
on short-term debt to strengthen protectlon agalnst market lnduced 
volatlllty. These steps lncluded the followlng: 

At June 30, 2002, our lnvestment securlty llquldlty portfollo totaled $4.5 
bllllon, a $3.5 bllllon lncrease over March 31, 2002. 

We lssued senlor debt wlth orlglnal maturltles greater than 5 years of $3.6 
bllllon ln the quarter and $6.8 bllllon year-to-date. These lssuances 
reduced our rellance on short-term debt ln the currently volatlle debt 
markets. Durlng the current quarter, we lssued (euro)3 bllllon ln Euro 
bonds and $2.5 bllllon ln U.S. dollar-denomlnated global debt. Durlng the 
flrst quarter of 2002, we lssued (pound)500 mllllon of 10-year debt to 
lnvestors ln the U.K. and $2.5 bllllon ln U.S. dollar-denomlnated global 
debt. 

We contlnued to actlvely the securltlzatlon market as part of 
llquldlty management actlons to llmlt rellance on short-term unsecured debt 
ln potentlally volatlle markets. The composltlon of recelvables securltlzed 
(excludlng replenlshments of certlflcateholder lnterests) was as follows: 

<TABLE> 
<CAPTION> 

(In mllllons) 2002 

Three months ended 
June 30, 

2001 2002 

Slx months ended 
June 30, 

2001 
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<S> <C> <C> 
Auto flnance 925.0 595.0 
MasterCard/Vlsa 613.4 78.0 
Prlvate label 
Personal non-credlt card 45 0. 0 698.6 

Total $ 1,988.4 $ 1,371.6 

</TABLE> 

We establlshed $6 bllllon ln lncremental condult capaclty (lncludlng $1 
bllllon establlshed ln the second quarter) for our real estate secured 
product. Conslstent wlth prevlous transactlons, draws on these facllltles 
are structured as secured flnanclngs for accountlng purposes. At June 30, 
2002, our undrawn condult llnes totaled $6.7 bllllon and lncluded $5.5 
bllllon of undrawn capaclty on the real estate llnes put ln place ln 2002. 

We lssued securltles backed by dedlcated horne 
$1.3 bllllon ln the second quarter of 2002 and 

loan recelvables of 
.8 bllllon year-to-date. 

For accountlng purposes, these transactlons were structured as secured 
flnanclngs. Therefore, the recelvables and the related debt remaln on 
balance sheet. As of June 30, 2002, closed-end real estate secured 
recelvables totallng $4.3 bllllon secured $3.8 bllllon of outstandlng debt 
related to these transactlons. At December 31, 2001, closed-end real estate 
secured recelvables totallng S1.7 bllllon secured $1.5 bllllon of 
outstandlng debt related to these transactlons. 

We sold approxlmately $900 mllllon ln real estate secured loans that were 
held by our mortgage servlces buslness durlng the flrst quarter of 2002. 

Securltlzatlons and secured flnanclngs of consumer recelvables have been, and 
Wlll contlnue to be, a source of llquldlty for us. In a securltlzatlon, a 
deslgnated pool of consumer recelvables, typlcally MasterCard or Vlsa credlt 
card, prlvate label credlt card, personal non-credlt card or auto flnance, lS 
removed from the balance sheet and transferred to an unafflllated trust that 
a quallfylng speclal purpose entlty ("QSPE") as deflned by Statement of 
Flnanclal Accountlng Standards No. 140 ("FAS No. 140") and therefore lS not 
consolldated. Under the terms of the securltlzatlons, we recelve annual 
servlclng fees on the outstandlng balance of the securltlzed recelvables and the 
rlghts to future resldual cash flows 

21 

<PAGE> 

the sold recelvables after the lnvestors recelve thelr contractual return. The 
estlmated present value of these rlghts to future resldual cash flows are 
recorded on our balance sheet at the tlme of sale as lnterest-only strlp 
recelvables, net of our recourse obllgatlon to lnvestors for fallure of debtors 
to pay. Cash flows related to the lnterest-only strlp recelvables and servlclng 
the recelvables are collected over the llfe of the underlylng securltlzed 
recelvables. 

In a secured flnanclng, a deslgnated pool of recelvables, typlcally real estate 
secured, are transferred to a wholly-owned speclal purpose subsldlary whlch 
asslgns the recelvables to a trust whlch sells lnterests to lnvestors. Repayment 
of the debt lssued by the trust lS secured by the recelvables transferred. The 
transactlons are structured as secured flnanclngs under FAS No. 140. Therefore, 
the recelvables and the underlylng debt of the trust remaln on our balance 
sheet. Uslng thls source of fundlng results ln slrnllar operatlng results and 
cash flows as lSSUlng debt through alternatlve fundlng sources. 

Our securltlzed recelvables totaled $22.3 bllllon at June 30, 2002, compared to 
$20.9 bllllon at December 31, 2001. We belleve the market for securltles backed 
by recelvables lS a rellable, efflclent and cost-effectlve source of funds. At 
June 30, 2002, securltlzatlons represented 21 percent of the fundlng assoclated 
wlth our managed portfollo compared to 23 percent a year earller. We belleve we 
Wlll be able to contlnue to thls market throughout 2002. 

Regulatory Matters 

Our banklng subsldlarles are subJect to the capltal adequacy guldellnes adopted 
by the Offlce of Thrlft Supervlslon ("OTS"), Offlce of the Comptroller of the 
Currency ("OCC") and the Federal Deposlt Insurance Corporatlon ("FDIC") and are 
well capltallzed. In the flrst quarter of 2002 we made capltal contrlbutlons to 
our banklng subsldlarles of approxlmately $1.2 bllllon ln response to the 2001 
Guldance for Subprlme Lendlng Programs lssued by the OTS, OCC and FDIC. We 
currently do not antlclpate the need for slgnlflcant addltlonal capltal 
contrlbutlons to our banklng subsldlarles. On July 1, 2002 we comblned all of 
our credlt card banks lnto a slngle credlt card banklng subsldlary of Household 
Flnance Corporatlon. We belleve the comblnatlon of the banks Wlll streamllne and 
slmpllfy our regulatory process as well as optlmlze capltal and llquldlty 
munugement. A8 purt of thl8 comblnutlon, we conflrmed our flnunclul 8upport for 
our credlt card bank and have deslgnated approxlmately half of our $4.5 bllllon 
llquldlty lnvestment securlty port=ollo to enhance llquldlty ln thls subsldlary. 

State regulatory agencles, lncludlng the attorney generals of certaln states, 
have been focuslng on the orlglnatlon pollcles, procedures and practlces of our 
consumer lendlng buslness. We have responded to all customer brought 
to us by these authorltles and belleve those that may be valld been 
llmlted to lsolated sltuatlons. We expect that these complalnts, whlch are part 
of an organlzed effort by certaln consumer actlvlsts, Wlll contlnue to be a 
focus for regulatory authorltles long as there lS an effort to lnduce 
lndustry-wlde changes for certaln practlces that are common ln the nonprlme 
consumer lendlng lndustry. These practlces lnclude the lmposltlon of prepayment 
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1,350.0 973.8 
1,213.4 151. 2 

500.0 
1,352.7 1,148.6 

4,416.1 $ 2,273.6 
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penaltles and mandatory arbltratlon clauses. We lntend to contlnue to support 
these practlces as they are a JUStlflable and reasonable buslness practlce. 

RESULTS OF OPERATIONS 

Unless noted otherwlse, the followlng dlscusses amounts reported ln our owned 
basls statements of lncome. 

Net lnterest margln: Net lnterest margln on an owned basls was $1.6 bllllon for 
the second quarter of 2002, up 18 percent from $1.4 bllllon for the prlor-year 
quarter. Net lnterest on an owned basls for the flrst SlX months of 2002 
was $3.2 bllllon, up from .7 bllllon ln the prlor-year perlod. The lncreases 
were prlmarlly due to recelvables growth and lower fundlng costs resultlng from 
easlng ln Unlted States monetary pollcy ln 2001. 
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Net lnterest margln as a percent o= average owned lnterest-earnlng assets, 
annuallzed, was 7.62 percent ln the quarter and 7.72 percent ln the flrst SlX 
months of 2002, compared to 7.74 and 7.63 percent ln the year ago perlods. The 
decrease ln the quarter was due to an lncrease ln the percentage of real estate 
secured recelvables ln our portfollo as well as a larger llquldlty-related 
lnvestment portfollo. Both real estate secured recelvables and the 
llquldlty-related lnvestment portfollo have lower marglns than our other 
products. These reductlons were partlally offset by lower fundlng costs. 

Our net lnterest margln on a managed basls lncludes flnance lncome earned 
owned recelvables as well as on our securltlzed recelvables. Thls flnance lncome 
lS offset by lnterest expense on the debt recorded on our balance sheet as well 
as the contractual rate of return on the lnstruments lssued to lnvestors when 
the recelvables were securltlzed. l1anaged basls net lnterest lncreased 
$400 mllllon, to $2.3 bllllon ln the second quarter of 2002, and mllllon, 
to $4.5 bllllon year-to-date, prlmarlly due to hlgher recelvable levels and an 
expanded margln. 

Net lnterest margln as a percent o= average managed lnterest-earnlng assets, 
annuallzed, was 8.55 percent ln the current quarter and 8.64 percent ln the 
flrst SlX months of 2002, compared to 8.27 and 8.21 percent ln the year-ago 
perlods. The net lnterest margln on a managed basls lS greater than on an owned 
basls because the managed basls portfollo lncludes relatlvely more auto flnance, 
MasterCard and Vlsa and personal non-credlt card loans, whlch have hlgher 
ylelds. Lower fundlng costs were the prlmary drlver of the lncreased margln. 

Provision for credit losses The provision for credit losses for receivables for 
the second quarter of 2002 totaled $850.9 mllllon, compared to $657.1 mllllon ln 
the prlor-year quarter. The provlslon for the flrst SlX months of 2002 was $1.8 
bllllon, compared to $1.4 bllllon ln the year-ago perlod. The provlslon as a 
percent of average owned recelvables, annuallzed, was 4.15 percent ln the second 
quarter of 2002, compared to 3.71 percent ln the second quarter of 2001. We 
recorded owned loss provlslon greater than charge-offs of $85.3 mllllon durlng 
the second quarter and $289.6 mllllon durlng the flrst SlX months of 2002. 
Recelvables growth, lncreases ln personal bankruptcy flllngs and uncertalnty 
to the tlmlng and extent of an economlc recovery contrlbuted to a hlgher 
provlslon. The provlslon for credlt losses may vary from quarter to quarter, 
dependlng on the product mlx and credlt quallty of loans ln our portfollo. See 
Note 4, "Credlt Loss Reserves" to the accompanylng condensed consolldated 
flnanclal statements for further dlscusslon of factors affectlng the provlslon 
for credlt losses. 

Other revenues Total other revenues were $1.0 and $2.2 bllllon for the second 
and flrst SlX months of 2002, compared to $867.4 mllllon and $1.8 
for the same perlods ln 2001 and lncluded the followlng: 

<TABLE> 
<CAPTION> 

Three months ended 

(In mllllons) 2002 
June 30, 

2001 

(RESTATED) 
<S> <C> 
Securltlzatlon 523.4 
Insurance revenue 177.5 
Investment lncome 4 4. 0 
Fee lncome 190.3 
Other lncome 95.3 

Total other revenues $ 1,030.5 

</TABLE> 

Securltlzatlon revenue lS the result of the securltlzatlon of our recelvables 
und lnclude8 lnltlul und replenl8hment guln8 on 8ule, net of our e8tlmute of 
probable credlt losses under the recourse provlslons, as well as 
revenue and excess spread. Securltlzatlon revenue was $523.4 mllllon and .0 

<C> 

bllllon for the second quarter and flrst SlX months of 2002, compared to $397.4 
and $800.5 mllllon for the same perlods ln 2001. The lncreases were due to 
hlgher average securltlzed recelvables as well as lncreases ln the level of 
recelvables securltlzed durlng both the quarter and year-to-date. Securltlzatlon 
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397.4 
159.3 

37.8 
223.5 

4 9. 4 

867.4 

<C> 

Slx months ended 
June 30, 

2001 2002 

(RESTATED) 
<C> 

1,041.7 800.5 
347.6 317.9 

90.2 79.6 
406.8 435.6 
283.3 211. 1 

2,169.6 $1,844.7 
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revenue Wlll vary each perlod based on the level and mlx of recelvables 
securltlzed ln that partlcular perlod (whlch Wlll lmpact the gross lnltlal galns 
and related estlmated probable credlt losses under the recourse provlslons). It 
lS also affected by the overall level and mlx of prevlously securltlzed 
recelvables (whlch Wlll lmpact servlclng revenue and excess spread). The 
estlmate for probable credlt losses for securltlzed recelvables lS also lmpacted 
by the level and mlx of current perlod securltlzatlons because, dependlng upon 
loss estlmates and severltles, securltlzed recelvables wlth longer llves may 
result ln hlgher over-the-llfe losses than recelvables securltlzed wlth shorter 
llves. 

Securltlzatlon revenue lncluded the followlng: 

<TABLE> 
<CAPTION> 

Three months ended 

(In mllllons) 2002 
June 30, 

2001 

(RESTATED) 
<S> <C> <C> 
Net lnltlal galns 
Net replenlshment galns 
Servlclng revenue and excess spread 

Total 

</TABLE> 

73.8 
127.0 
322.6 

523.4 

The lncrease (decrease) ln our lnterest-only strlp recelvables was $29.8 and 
$58.8 mllllon ln the second quarter and flrst SlX months of 2002 compared to 
$(2.5) and $1.0 mllllon ln the year-ago perlods. These changes are net of the 
related loss reserve and exclude the mark-to-market adJustment recorded ln 
accumulated other comprehenslve lncome. 

Insurance revenue was $177.5 and $347.6 mllllon ln the second quarter and flrst 
SlX months of 2002 compared to $159.3 and $317.9 mllllon ln the year-ago 
perlods. The lncreases reflected lncreased sales on a larger recelvable 
portfollo. 

Investment lncome, whlch lncludes lnterest lncome on lnvestment securltles ln 
the lnsurance buslness as well as reallzed galns and losses from the sale of 
lnvestment securltles, was $44.0 and $90.2 mllllon ln the second quarter and 
flrst SlX months of 2002 compared to $37.8 and $79.6 mllllon ln the year-ago 
perlods. The lncreases were prlmarlly due to hlgher lnterest lncome, prlmarlly 
resulting from higher average investment balances, partially offset by lower 
ylelds. 

Fee lncome, whlch lncludes revenues from fee-based products such as credlt 
cards, was $190.3 and $406.8 mllllon ln the second quarter and flrst SlX months 
of 2002, compared to $223.5 and $435.6 mllllon ln the year-ago perlods. 
Improvements ln early stage dellnquencles resulted ln lower late fees ln 
credlt card buslnesses. The fourth quarter 2001 sale of the $1 bllllon Goldflsh 
credlt card portfollo ln the U.K. also contrlbuted to the decreases. 

See Note 12, "Segment Reportlng," to the accompanylng condensed consolldated 
flnanclal statements for addltlonal lnformatlon on fee lncome on a managed 
baSlS. 

Other lncome, whlch lncludes revenue from our tax refund lendlng buslness, was 
$95.3 and $283.3 mllllon ln the second quarter and flrst SlX months of 2002 
compared to $49.4 and $211.1 mllllon ln the prlor-year perlods. Hlgher revenues, 
lncludlng hlgher collectlons, from our seasonal tax refund 
well as lncreased revenues from our mortgage banklng subsldlary the 
lncreases ln other lncome. 

Expenses Total costs and expenses =or the second quarter and flrst SlX months of 
2002 were $1.1 and $2.1 bllllon compared to $951.4 mllllon and $1.9 bllllon ln 
the comparable prlor-year perlods. The 
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lncreases were drlven by hlgher compensatlon and other expenses 
to support our growlng portfollo. Our owned basls efflclency ratlo was 37.5 and 
37.3 percent ln the second quarter and flrst SlX months of 2002 compared to 40.3 
and 40.1 percent ln the comparable prlor-year perlods. 

Total costs and expenses lncluded the followlng: 

<TABLE> 
<CAPTION> 

39.9 
102.6 
254. 9 

397.4 

Three months ended 
June 30, 

(In mllllons) 2002 2001 

(RESTATED) 

<C> 

<S> <C> <C> <C> 
Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve expenses 
Amortlzatlon of acqulred lntanglbles and goodwlll 
Pollcyholders' beneflts 

453.0 
67.6 
93.3 

133.5 
204.1 

12.6 
87.4 

3 87. 2 
73.6 
83. 7 

121.8 
173.0 

39.0 
73.1 

Slx months ended 
June 30, 

2001 2002 
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(RESTATED) 

148.2 
251.2 
642.3 

1,041.7 

<C> 
66.2 

197.6 
53 6. 7 

800.5 

Slx months ended 
June 30, 

2002 2001 

(RESTATED) 
<C> 

898.3 764.8 
121.7 128.1 
185.5 167.2 
273.9 250.5 
435.8 368.7 

32.4 79.6 
171.4 150.6 
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Total costs and expenses 1,051.5 

</TABLE> 

Salarles and beneflts for the second and flrst SlX months of 2002 
were $453.0 and .3 mllllon to and $764.8 mllllon ln the 
second quarter and flrst SlX of 2001. The lncreases were prlmarlly due to 
addltlonal stafflng at all buslnesses to support growth lncludlng sales, 
collectlons and servlce quallty. 

Sales lncentlves for the second 
and $121.7 mllllon compared to 

and flrst SlX months of 2002 were $67.6 
and $128.1 mllllon ln the comparable 

prlor-year perlods. The decreases were due to the lmplementatlon of 2002 
lncentlve plans ln our branches whlch, generally, have hlgher volume 
requlrements than the prlor-year plans. 

and expense for the second and flrst SlX months of 
2002 was .3 .5 mllllon compared to and $167.2 mllllon ln the 
comparable prlor-year perlods. The lncreases were prlmarlly the result of hlgher 
repalrs and malntenance costs. 

Other marketlng expenses for the second quarter and flrst SlX months of 2002 
were $133.5 and $273.9 mllllon compared to $121.8 and $250.5 mllllon ln the 
comparable prlor-year perlods. The lncreases were prlmarlly due to lncreased 
credlt card marketlng lnltlatlves, prlmarlly ln our domestlc MasterCard and Vlsa 
portfollos. 

Other servlclng and admlnlstratlve expenses for the second 
months of 2002 were $204.1 and $435.8 mllllon compared to 
mllllon ln the comparable prlor-year perlods. The lncreases 
to hlgher collectlon, REO, legal and consultlng expenses. 

and flrst SlX 
and $368.7 
prlmarlly due 

Amortlzatlon of acqulred and goodwlll for the second and 
flrst SlX months of 2002 was and $32.4 mllllon compared to and $79.6 
mllllon ln the comparable prlor-year perlods. The decreases were prlmarlly 
attrlbutable to the adoptlon of Statement of Flnanclal Accountlng Standards No. 
142, "Goodwlll and Other Intanglble Assets", on January 1, 2002. Amortlzatlon of 
goodwlll recorded ln past buslness comblnatlons ceased upon adoptlon of the new 
accountlng statement. 
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Pollcyholders' beneflts for the second quarter and flrst SlX months of 2002 were 
$87.4 and $171.4 million compared to $73.1 and $150.6 million in the comparable 
prlor-year perlods. The lncreases are conslstent wlth the lncrease ln lnsurance 
revenues resultlng from the lncreased pollcy sales. 

CREDIT LOSS RESERVES 

Our consumer credlt management pollcles focus on product type and speclflc 
portfollo rlsk factors. Our consumer credlt portfollo lS dlverslfled by product 
and geographlc locatlon. See Note 3, "Recelvables" ln the accompanylng condensed 
consolldated flnanclal statements =or recelvables by product type and Note 4, 
"Credlt Loss Reserves," for our credlt loss reserve methodology and an analysls 
of changes ln the credlt loss reserves. 

The followlng table sets forth owned basls credlt loss reserves for the perlods 
lndlcated: 

<TABLE> 
<CAPTION> 
(All dollar amounts are stated ln mllllons) 

<S> 
Owned credlt loss reserves 
Reserves as a percent of: 

Recelvables 
Net charge-offs (1) 
Prevlous 12-months' net charge-offs 
Nonperformlng loans 

</TABLE> 
(1) Quarter-to-date, annuallzed 

<C> 

June 30, 
2002 

2,983.3 

3.59% 
97.4 

106.9 
96.0 

Reserves as a percentage of recelvables at June 30, 2002 reflect contlnulng 
uncertalnty as to the ultlmate lmpact the weak economy Wlll have on charge-off 
and dellnquency levels. Compared to March 31, 2002, reserve levels also reflect 
lower dellnquency. 

For securltlzed recelvables, we also record a provlslon for estlmated probable 
losses that we expect to lncur under the recourse provlslons. The followlng 
tuble forth munuged credlt re8erve8 for the perlod8 lndlcuted: 

<TABLE> 
<CAPTION> 

(All dollar amounts are stated ln mllllons) 

<S> 
Managed credlt loss reserves 
Reserves as a percent of: 

Recelvables 
Net charge-offs (1) 
Prevlous 12-months' net charge-offs 

<C> 

June 30, 
2002 

4,368.9 

4 .14% 
100.0 
110. 4 

951.4 $ 2,119.0 

<C> 

<C> 

March 31, 
2002 

2,876.6 

3.61% 
100.1 
110. 8 

92.7 

March 31, 
2002 

4,146.5 

4. 10% 
100.5 

112.2 

<C> 

<C> 

1,909.5 

June 30, 
2001 

2,376.5 

3.31% 
103.7 
114. 8 

91. 0 

June 30, 
2001 

3,456.5 

3.78% 
104.2 
113. 9 
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Nonperformlng loans 112.4 

</TABLE> 
(1) Quarter-to-date, annuallzed 

Managed basls reserve ratlos are somewhat hlgher than comparable owned basls 
ratlos because our managed portfollo lncludes a lower percentage of real estate 
secured recelvables, whlch hlstorlcally have had lower credlt losses than our 
other products. 

CREDIT QUALITY 

26 

<PAGE> 

Dellnquency - Owned Basls 

Two-Months-and-Over Contractual Dellnquency (as a percent of consumer 
recelvables): 

<TABLE> 
<CAPTION> 

<S> 
Real estate 
Auto flnance 

secured 

MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Total Owned 

</TABLE> 

card 

June 30, 
2002 

<C> 
2.78% 
2.99 
6.13 
6.19 
9.12 

4.61% 

Compared to the prevlous quarter, all products except auto flnance reported 
lower dellnquencles whlch was well Wlthln our expectatlons. The blggest 
lmprovement was ln our MasterCard and Vlsa portfollo especlally ln the subprlme 
portfollo. The sequentlal lncrease ln auto flnance dellnquency lS conslstent 
wlth hlstorlcal seasonal trends. 

Compared to a year ago, the weakened economy negatlvely affected dellnquency 
rates for all products. These lncreases were partlally offset ln our real estate 
secured and personal non-credit card portfolios and more than offset in our 
prlvate label portfollo by lmproved collectlons. The lmproved collectlons were a 
dlrect result of lncreaslng the slze of our collectlon staff, especlally ln our 
branch network. 

Net Charge-offs of Consumer Recelvables - Owned Basls 

Net Charge-offs of Consumer Recelvables (as a percent, annuallzed, of average 
recelvables): 

<TABLE> 
<CAPTION> 

June 3 0, 
2002 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total Owned 

Real estate charge-offs and REO expense as a percent of average real 
estate secured recelvables 

</TABLE> 

<C> 

The weak economy drove the lncrease ln charge-off ratlos over both the prevlous 
and prlor year quarters. These lncreases were conslstent wlth our expectatlons. 
Hlgher bankruptcy charge-offs, contrlbuted to lncreases ln the charge-off ratlos 
for our real estate secured, MasterCard and Vlsa and personal non-credlt card 
portfollos durlng the quarter. Charge-offs ln our personal non-credlt card 
portfollo lncreased more than our other products because our typlcal personal 
non-credlt card customer lS less reslllent and, therefore, more exposed to the 
recent economlc downturn. Improvements ln our auto flnance and prlvate label 
portfollos durlng the quarter were prlmarlly attrlbutable to reductlons ln 
bankruptcy charge-offs. The auto flnance ratlo also reflects posltlve seasonal 
trend:J. 

Compared to the prlor-year quarter, our net charge-off ratlo lncreased 50 basls 
polnts, prlmarlly due to the weak economy. These lncreases were partlally offset 
by lmproved collectlons ln our real estate secured, prlvate label and personal 
non-credlt card portfollos as a dlrect result of lncreaslng the slze of our 
collectlon staff, especlally ln our branch network. 

The lncreases ln real estate charge-offs and REO expense as a percent of average 
real estate secured recelvables were the result of the seasonlng of our 
portfollos, hlgher loss severltles, especlally ln second llen mortgages, and 
hlgher bankruptcy flllngs. 

. 85% 
4. 8 0 
9. 94 
5.86 
8.59 

3. 7 6% 

1. 23% 

108.3 

March 31, 
2002 

<C> 
2.88% 
2. 04 
6.54 
6.33 
9.60 

4. 77% 

March 31, 
2002 

<C> 
.65% 

5.63 
9.73 
6.25 
7. 71 

3.61% 

1.05% 

109.9 

June 30, 
2001 

<C> 
2.59% 
2.35 
4. 80 
6.54 
8.79 

4. 4 8% 
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. 4 8% 

3. 2 6 
8.33 
5.25 
6. 84 

3. 2 6% 
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<PAGE> 

OWNED NONPERFORMING ASSETS 

<TABLE> 
<CAPTION> 
(In mllllons) 

27 

June 30, 
2002 

March 31, 
2002 

<S> <C> <C> 
Nonaccrual recelvables 
Accrulng consumer recelvables 

90 or more days dellnquent 
Renegotlated commerclal loans 

Total nonperformlng recelvables 
Real estate owned 

Total nonperformlng assets 

Credlt loss reserves as a percent of 
nonperformlng recelvables 

</TABLE> 

REAGE STATISTICS - MANAGED BASIS 

Our credlt pollcles for consumer loans permlt the reset of the contractual 
dellnquency status of an account to current, subJect to certaln llmlts, lf a 
predetermlned number of consecutlve payments has been recelved and there lS 
evldence that the reason for the dellnquency has been cured. Such reaglng 
pollcles vary by product and are deslgned to manage customer relatlonshlps and 
ensure maxlmum collectlons. The tables below summarlze reaglng statlstlcs ln 
managed basls domestlc portfollo as of June 30, 2002 and December 31, 2001. 

<TABLE> 
<.CAPTION> 
Total Reaged by Reage Perlod - Domestlc Portfollo 
(Managed Basls) 

<S> 
Never reaged 
Reaged: 

Reaged in the last 6 months 
Reaged ln the last 7-12 months 
Prevlously reaged 

Total ever reaged 

Total 

Total Reaged by Product - Domestlc Portfollo 
(Managed Basls) 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total 

</TABLE> 

The percentage of our domestlc, managed basls portfollo whlch has ever been 
reaged at June 30, 2002 has decllned sllghtly compared to December 31, 2001. 

28 

<PAGE> 

Item 4. Submlsslon of Matters to a Vote of Securlty Holders 

2,356.4 

750.6 
1.4 

3,108.4 
456.7 

3,565.1 

96.0% 

Our Annual Meetlng of Stockholders was held on Tuesday, May 14, 2002, for the 
purpose of (1) electlng dlrectors; (2) votlng on a shareholder proposal relatlng 
to a speclal executlve compensatlon revlew; and (3) ratlfylng the appolntment of 
KPMG LLP as our publlc accountants. The votlng results were as follows: 

Each of the followlng persons recelved the number of votes set out after hls 
her name and were elected dlrectors to hold offlce for the ensulng year and 
untll thelr successors shall be elected and shall quallfy: 

w. F. Aldlnger 
R. J. Darnall 
G. G. Dlllon 
A. 
J. 
J. D. Flshburn 
c. F. Freldhelm, Jr. 
J. H. Gllllam, Jr. 
L. E. Levy 
G. A. Lorch 

FOR 

404,175,073 
404,100,255 
394,433,513 
404,14~,851 

402,307,350 
396,20~,192 

404,149,414 
404,141,110 
400,555,121 
404,090,054 

WITHHELD 

4,281,846 
4,356,663 

14,023,405 
4,312,067 
6,149,568 

12,252,726 
4,307,504 
4,315,809 
7,901,797 
4' 366,864 

2,261.0 

839.3 
1.3 

3,101.6 
459.4 

3,561.0 

92. 7% 

June 30, 
2002 

<C> 
83.3% 

7. 4 
5. 1 
4. 2 

16.7 

10 0. 0% 

June 30, 
2002 

19. 1% 
15.9 

3. 4 
10.5 
27.1 

16. 7% 

June 30, 
2001 

<C> 
1,855.2 

74 3. 6 
12.3 

2,611.1 
365.2 

2,976.3 

Page 23 of 108 

91. 0% 

December 31, 
2001 

<C> 
83.1% 

9. 0 
3.6 
4. 3 

16.9 

100.0% 

December 31, 
2001 

20.0% 
15.0 
3.2 

11.1 
27.2 

16.9% 
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J. D. Nlchols 
J. B. Pltblado 
L. M. Renda 
S. J. Stewart 

404,078,248 
402,302,758 
402,273,817 
404,212,179 

4,378,670 
6,154' 160 
6,183,101 
4,244,739 

The stockholder relatlng to a speclal executlve compensatlon revlew was 
defeated by the vote: 

For 109,655,384 
Agalnst 249,372,306 
Abstaln 6,996,059 
Broker non-vote 42,433,170 

The appolntment of KPMG LLP as our publlc accountants for the year 2002 was 
ratlfled by the followlng vote: 

For 
Agalnst 
Abstaln 

29 

396,739,945 
9,931,063 
1, 785,911 

<PAGE> 

Item 6. Exhlblts and Reports on Form 8-K 

(a) Exhlblts 

12 Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to 
Comblned Flxed Charges and Preferred Stock Dlvldends. 

99.1 Debt and Preferred Stock Securltles Ratlngs. 

99.2 Certlflcatlon of Chlef Executlve Offlcer. 

99.3 Certlflcatlon of Chlef Flnanclal Offlcer. 

99.4 Restated Form 10-K of Household Internatlonal, Inc. for the year ended 
December 31, 2001, whlch contalns unaudlted consolldated flnanclal 
lnformatlon and Wlll amend and supplement the Form 10-K of Household 
Internatlonal, Inc. for the year ended December 31, 2001 that was 
flled wlth the Securltles and Exchange Commlsslon on March 13, 2002. 

99.5 Letter from KPMG LLP re: Statement of Auditing Standards Number 71. 

(b) Report on Form 8-K 

Durlng the second quarter of 2002, we flled the followlng Current Reports 
Form 8-K: 

<PAGE> 

SIGNATURE 

Report flled Aprll 8, 2002 wlth respect to the 2001 flnanclal and 
statlstlcal revlew ("factbook") contalnlng certaln flnanclal detall 
wlth respect to Household Internatlonal 1 Inc. and certaln of our 
subsldlarles. 

Report flled Aprll 9, 2002 wlth respect to presentatlons to lnvestors 
at our annual Flnanclal Relatlons Conference. 

Report flled Aprll 17, 2002 wlth respect to the press release 
pertalnlng to our flnanclal results for the quarter ended March 31, 
2002. 

30 

Pursuant to the requlrements of the Securltles Exchange Act of 1934, the 
reglstrant has duly caused thls report to be slgned on lts behalf by the 
underslgned thereunto duly authorlzed. 

Date: August 14, 2002 

<PAGE> 

HOUSEHOLD INTERNATIONAL, INC. 

(Reglstrant) 

By: /s/ Davld A. Schoenholz 

Davld A. Schoenholz 
Presldent -
Chlef Operutlng Offlcer (ul8o 
flnanclal offlcer) 
and on behalf of 
Household Internatlonal, Inc. 

31 

prlnclpul 
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Exhlblt Index 

12 Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to 
Comblned Flxed Charges and Preferred Stock Dlvldends. 

99.1 Debt and Preferred Stock Securltles Ratlngs. 

99.2 Certlflcatlon of Chlef Executlve Offlcer. 

99.3 Certlflcatlon of Chlef Flnanclal Offlcer. 

99.4 Restated Form 10-K of Household Internatlonal, Inc. for the year ended 
December 31, 2001, whlch contalns unaudlted consolldated flnanclal 
lnformatlon and Wlll amend and supplement the Form 10-K of Household 
Internatlonal, Inc. for the year ended December 31, 2001 that was 
flled wlth the Securltles and Exchange Commlsslon on March 13, 2002. 

99.5 Letter from KPMG LLP re: Statement of Audltlng Standards Number 71. 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX-12 
<SEQUENCE>3 

32 

<F ILENAME>dex12. txt 
<DESCRIPTION>COMPUTATION OF RATIO OF EARNING TO FIXED CHARGES 
<TEXT> 
<PAGE> 

<TABLE> 
<CAPTION> 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

EXHIBIT 12 

Slx months ended 
June 30, 

(In millions) 

<S> 
Net 
Income taxes 

Income before lncome taxes 

Flxed charges: 
Interest expense (1) 
Interest portlon of rentals (2 ', 

Total flxed charges 

Total earnlngs as deflned 

Ratlo of earnlngs to flxed charges 

Preferred stock dlvldends (3) 

Ratlo of earnlngs to comblned flxed charges 
and preferred stock dlvldends 

</TABLE> 

<C> 

2002 

9 98.4 
5 04.2 

1,502.6 

1,917.2 
33.4 

1,950.6 

$ 3,453.2 

1. 77 

36.2 

1. 74 

2001 

(RESTATED) 
<C> 

828.8 
440.1 

1,268.9 

2,168.7 
29.8 

2,198.5 

$ 3,467.4 

1. 58 

7. 1 

1. 57 

(1) For flnanclal statement purposes, lnterest expense lncludes lncome earned 
on temporary lnvestment of excess funds, generally resultlng from 
over-subscrlptlons of commerclal paper. 

(2) Represents one-thlrd of rentals, whlch approxlmates the portlon 
representlng lnterest. 

(3) Preferred stock dlvldends are grossed up to thelr pre-tax equlvalent based 
upon an effectlve tax rate of 33.6 percent for the SlX months ended June 
30, 2002 and 34.7 percent for the same perlod ln 2001. 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX-99.1 
<SEQUENCE>4 
<F ILENAME>dex9 91. txt 
<DESCRIPTION>DEBT AND PREFERRED STOCK SECURITIES RATINGS 
<TEXT> 
<PAGE> 

EXHIBIT 99.1 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 
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DEBT AND PREFERRED STOCK SECURITIES RATINGS 

<TABLE> 
<CAPTION> 

At June 30, 2002 

Household Internatlonal, 
<S> 

Senlor debt 
Commerclal paper 
Preferred stock 

Inc. 

Household Flnance Corporatlon 

Senlor debt 
Senlor subordlnated debt 
Commerclal paper 

Household Bank, f. s. b. 
Senlor debt 
Subordlnated debt 
Certlflcates of deposlt 

(long/short-term) 
Bank notes 

Household Bank plc 

Senlor debt 
Commerclal paper 

</TABLE> 

NR - Not rated 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX-99.2 
<SEQUENCE>5 
<FILENAME>dex9 92. txt 
<DESCRIPTION>CERTIFICATION OF CEO 
<TEXT> 
<PAGE> 

34 

CERTIFICATION PURSUANT TO 
18 U.S.C SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

Standard 
& Poor's 

Corporatlon 

<C> 
A 

A-1 
EBB+ 

A 
A-

A-1 

A 
A-

A/A-1 
A-1 

A 
A-1 

Exhlblt 99.2 

In connectlon wlth the Quarterly Report of Household Internatlonal, Inc. (the 
"Company") on Form 10-Q for the perlod endlng June 30, 2002 as flled wlth the 
Securltles and Exchange Commlsslon on the date hereof (the "Report") I, Wllllam 
F. Aldlnger, Chalrman and Chlef Executlve Offlcer of the Company, certlfy 
pursuant to 18 U.S.C Sectlon 1350, as adopted pursuant to Sectlon 906 of the 
Sarbanes-Oxley Act of 2002, that: 

(l) The Report fully complles wlth the requlrements of Sectlon 13(a) or 15(d) 
of the Securltles Exchange Act of 1934; and 

(ll) The lnformatlon contalned ln the Report presents, ln all materlal respects, 
the flnanclal condltlon and results of operatlons of the Company. 

/s/ Wllllam F. Aldlnger 

Wllllam F. Aldlnger 
Chalrman and Chlef Executlve Offlcer 
August 14, 2002 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX 00.3 
<SEQUENCE>6 
<FILENAME>dex9 93. txt 
<DESCRIPTION>CERTIFICATION OF CFO 
<TEXT> 
<PAGE> 

CERTIFICATION PURSUANT TO 
18 U.S.C SECTION 1350, 
AS ADOPTED PURSUANT TO 

Exhlblt 99.3 

Moody's 
Investors 

Servlce 

<C> 
A3 

P-2 
Baa2 

A2 
A3 

P-1 

A2 
A3 

A2/P-1 
P-1 

A2 
P-1 
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Fltch, Inc. 

<C> 
A 

F-1 
A-

A 
A-

F-1 

A 
A-

A+/F-1 
F-1 

A 
NR 
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SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connectlon wlth the Quarterly Report of Household Internatlonal, Inc. (the 
"Company") on Form 10-Q for the perlod endlng June 30, 2002 as flled wlth the 
Securltles and Exchange Commlsslon on the date hereof (the "Report") I, Davld A. 
Schoenholz, Presldent and Chlef Operatlng Offlcer (as Prlnclpal Flnanclal 
Offlcer) of the Company, certlfy pursuant to 18 U.S.C Sectlon 1350, as adopted 
pursuant to Sectlon 906 of the Sarbanes-Oxley Act of 2002, that: 

(l) The Report fully complles wlth the requlrements of Sectlon 13(a) or 15(d) 
of the Securltles Exchange Act of 1934; and 

(ll) The lnformatlon contalned ln the Report presents, all materlal respects, 
the flnanclal condltlon and results of operatlons of the Company. 

/s/ Davld A. Schoenholz 

Davld A. Schoenholz 
Presldent and Chlef Operatlng Offlcer 
August 14, 2002 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX-99.4 
<SEQUENCE>7 
<FILENAME>dex9 94. txt 
<DESCRIPTION>FORM 10-K OF HOUSEHOLD INTERNATIONAL, INC. 
<TEXT> 
<PAGE> 

(Mark One) 

<TABLE> 

</TABLE> 

<TABLE> 

</TABLE> 

<TABLE> 
<CAPTION> 

<S> 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
Washlngton, D.C. 20549 

RESTATED UNAUDITED FORM 10-K 

<C> <S> 
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d 

OF THE SECURITIES EXCHANGE ACT OF 1934 

For the flscal year ended December 31, 2001 

OR 

<C> <S> 
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) 

OF THE SECURITIES EXCHANGE ACT OF 1934 

For the transltlon perlod from ______ to ____ _ 

Commlsslon flle number 1-8198 

Household Internatlonal, Inc. 
(Exact name of reglstrant as speclfled ln lts charter) 

<C> 
Delaware 36-3121988 

Exhlbl t 9 9. 4 

(State of lncorporatlon) (I.R.S. Employer Identlflcatlon No.) 

2700 Sanders Road 
Prospect Helghts, Illlnols 

(Address of prlnclpal executlve o-flces) 
</TABLE> 

60070 
( Zlp Code) 

Reglstrant's telephone number, lncludlng area code: (847) 564-5000 
Securltles reglstered pursuant to Sectlon 12(b) of the Act: 

<TABLE> 
<CAPTION> 

<S> 

Tltle of each class 

<C> 

Name of each exchange 
on whlch reglstered 

Page 27 of 108 

Common Stock, $1 par value New York Stock Exchange and Chlcago Stock Exchange 
Serles A Junlor Partlclpatlng Preferred Stock 

Purchase Rlghts (attached to and transferable only 
wlth the Common Stock) 

5% Cumulatlve Preferred Stock 
$4.50 Cumulatlve Preferred Stock 
$4.30 Cumulatlve Preferred Stock 
Deposltary Shares (each representlng one-fortleth 
share of 8 1/4% Cumulatlve Preferred Stock, Serles 
1992-A, no par, $1,000 stated value) 

Deposltary Shares (each representlng one-fortleth 
share of 7.50% Cumulatlve Preferred Stock, Serles 

New York Stock Exchange 
New York Stock Exchange 
New York Stock Exchange 
New York Stock Exchange 

New York Stock Exchange 
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2001-A, no par, $1,000 stated value) 
Guarantee of 8.25% Preferred Securltles of Household Capltal Trust I 
Guarantee of 7.25% Preferred Securltles of Household Capltal Trust IV 
Guarantee of 10.00% Preferred Securltles of Household Capltal Trust V 
Guarantee of 8.25% Preferred Securltles of Household Capltal Trust VI 
Guarantee of 7.50% Preferred Securltles of Household Capltal Trust VII 
</TABLE> 

Securltles reglstered pursuant to Sectlon 12(g) of the Act: 
None 

New York 
New York 
New York 
New York 
New York 
New York 

Indlcate by check mark whether the reglstrant (1) has flled all reports 
requlred to be flled by Sectlon 13 or 15(d) of the Securltles Exchange Act of 
1934 durlng the precedlng 12 months (or for such shorter perlod that the 
reglstrant was requlred to flle such reports), and (2) has been subJect to such 
flllng requlrements for the past 90 days. Yes [X] No [_] 

Indlcate by check mark lf dlsclosure of dellnquent fllers pursuant to Item 
405 of Regulatlon S-K lS not contalned hereln, and Wlll not be contalned, to 
the best of reglstrant's knowledge, ln deflnltlve proxy or lnformatlon 
statements lncorporated by reference ln Part III of thls Form 10-K or any 
amendment to thls Form 10-K. [X] 

The aggregate market value of the votlng common stock held by nonafflllates 
of the reglstrant at March 8, 2002 was approxlmately $27.347 bllllon. The 
number of shares of the reglstrant's common stock outstandlng at March 8, 2002 
was 456,539,863. 

DOCUMENTS INCORPORATED BY REFERENCE 
Certaln portlons of the reglstrant's 2001 Annual Report to Shareholders for 

the flscal year ended December 31, 2001: Parts I, II and IV. 

Certaln portlons of the reglstrant's deflnltlve Proxy Statement for lts 2002 
Annual Meetlng of Stockholders: Part III. 

<PAGE> 

<TABLE> 
<CAPTION> 
PART/Item No. 

<S> 
PART I. 

TABLE OF CONTENTS 

<C> 

Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 
Stock Exchange 

Item 1. Buslness ............................................................................ . 
General ............................................................................. . 
Operatlons .......................................................................... . 
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PART I. 

Item 1. Buslness. 

General 

Household Internatlonal, Inc. (''Household'') lS prlnclpally a non-operatlng 
holdlng company. Household's subsldlarles prlmarlly provlde mlddle-market 
consumers wlth several types of loan products ln the Unlted States, the Unlted 
Klngdom and Canada. Household and lts subsldlarles (lncludlng the operatlons of 
Beneflclal Corporatlon (''Beneflclal'') whlch we acqulred ln 1998) may also be 
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referred to ln thls Form 10-K as ''we,'' ''us'' or ''our.'' We offer real 
estate secured loans, auto flnance loans, MasterCard/*/ and Vlsa/*/ credlt 
cards, prlvate label credlt cards, tax refund antlclpatlon loans, retall 
lnstallment sales flnance loans and other types of unsecured loans, as well 
credlt and speclalty lnsurance products. At December 31, 2001, we had 
approxlmately 32,000 employees and over 50 mllllon actlve customer accounts. 

Household was created as a holdlng company ln 1981 as a result of a 
shareholder approved restructurlng of Household Flnance Corporatlon (''HFC' '), 
whlch was establlshed ln 1878. Our operatlonal focus lS on those areas of 
consumer flnanclal servlces that we belleve offer us the best opportunlty to 
achleve approprlate rlsk-ad]usted returns on our capltal. From late 1994 
through 1997 we exlted from several buslnesses that were provldlng lnsufflclent 
returns on our lnvestment, such as our flrst mortgage orlglnatlon and servlclng 
buslness ln the Unlted States and Canada, our lndlvldual llfe and annulty 
buslness, our consumer branch banklng buslness, and our student loan buslness. 
Slnce 1997 we have: 

strengthened our branch-based consumer lendlng operatlon and prlvate label 
credlt card buslnesses wlth selected acqulsltlons, lncludlng Transamerlca 
Flnanclal Servlces Holdlng Company ln 1997 and Beneflclal ln 1998; 

expanded lnto the Unlted States nonprlme auto lendlng lndustry, 
prlnclpally wlth the acqulsltlon of ACC Consumer Flnance Corporatlon 
1997; 

reposltloned our Unlted States MasterCard and Vlsa credlt card buslness to 
de-emphaslze undlfferentlated credlt card programs and focus on co-branded 
and afflnlty relatlonshlps. In addltlon, we lnltlated secured and 
unsecured credlt card programs to target nonprlme consumers through the 
acqulsltlon of Renalssance Holdlngs, Inc. ln 2000; 

developed addltlonal dlstrlbutlon channels for our products, such as 
through the Internet and co-brandlng opportunltles wlth retall merchants 
and servlce provlders, and; 

created a buslness to acqulre nonconformlng mortgage loans orlglnated by 
unafflllated thlrd party lenders and to orlglnate loans through thlrd 
party brokers. Thls buslness allows us to new customers and 
leverage our orlglnatlon and servlclng capabllltles ln the Unlted States. 

2001 Developments. The followlng buslness developments occurred durlng 2001: 

As a result of the adverse economlc envlronment experlenced ln the Unlted 
States, we emphaslzed credlt management to mltlgate credlt losses ln the 
consumer loan products offer. To accomplish this goal we: 

focused on growth ln real estate secured loans, whlch hlstorlcally 
have had a lower loss rate as compared to our other loan products; 
lncreased the number of collectors wlthln our buslness unlts to 5,000; 
reduced "open-to-buy" credlt llnes of selected customers 
Unlted States MasterCard and Vlsa credlt card buslness; 
strengthened real-tlme monltorlng of account performance and our rlsk 
modellng capabllltles to better predlct future account performance; 
and 
tlghtened loan underwrltlng standards by ralslng requlred credlt 

MasterCard lS a reglstered trademark of MasterCard Internatlonal, 
Incorporated and VISA lS a reglstered trademark of VISA USA, Inc. 

<PAGE> 

We contlnued to take advantage of consolldatlon ln the consumer lendlng 
lndustry by purchaslng portfollos of consumer recelvables. These portfollo 
purchases permlt us to addltlonal customers for cross-selllng 
opportunltles to facllltate growth. 

We expanded our mortgage servlces buslness and lncreased our presence ln 
the Unlted States non-conformlng mortgage lendlng market to take advantage 
of reduced competltlon. 

We strengthened all of our capltal ratlos through cash generatlon of $2.7 
bllllon from our buslnesses and the lssuance of preferred securltles. We 
emphaslzed our commltment to malntalnlng our current lnvestment grade 
ratlngs. 

We contlnued the dlverslflcatlon of our fundlng base by lSSUlng real 
estate secured asset-backed securltles and expandlng our presence globally 
wlth offerlngs ln Japan, Australla and Europe. 

We completed the transfer of the recelvables and account relatlonshlps 
U:J:JOCluted wlth the Coldfl.'Jh credlt curd progrum ln the Unlted Klngdom to 
our JOlnt venture partner, Centrlca. The transfer was made pursuant to a 
negotlated agreement provldlng for the orderly termlnatlon of thls 
co-brandlng relatlonshlp. 

We developed and publlshed responslble lendlng best practlce lnltlatlves 
to evldence our commltment to ensure that our customers are treated falrly 

thelr relatlonshlps wlth Household. Throughout 2002 we Wlll contlnue to 
monltor our buslness practlces and Wlll make modlflcatlons, as 
approprlate, to keep Household as a leader ln efforts to ellmlnate 
"predatory" lendlng practlces throughout the Unlted States. 

At December 31, 2001, consumers resldlng ln the state of Callfornla account 
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for 15% of our managed Unlted States recelvables. We also have slgnlflcant 
concentratlons of managed consumer recelvables ln Florlda (7%), New York (7%), 
Texas (6%), Ohlo (5%) and Pennsylvanla (5%). No other state accounts for 5% or 
more of 

Operatlons 

recelvables. 

flnanclal lnformatlon lS set forth ln Item 6, ''Selected 
below. 

Our operatlons are dlvlded lnto three reportable segments: Consumer, Credlt 
Card Servlces, and Internatlonal. Our Consumer segment lncludes our consumer 
lendlng, mortgage servlces, retall servlces and auto flnance buslnesses. Our 
Credlt Card Servlces segment lncludes our domestlc MasterCard and Vlsa credlt 
card buslness. Our Internatlonal segment lncludes our forelgn operatlons ln the 
Unlted Klngdom and Canada. Informatlon about buslnesses or functlons that are 
not slgnlflcant or lnvolve multlple segments, such as our lnsurance servlces, 
refund lendlng, dlrect lendlng and commerclal operatlons, as well as our 
corporate and treasury actlvltles, are lncluded under the ''All Other'' captlon 
wlthln our segment dlsclosure. 

We monltor our operatlons and evaluate trends on a managed basls whlch 
assumes that securltlzed recelvables have not been sold and are stlll on 
balance sheet. We manage our operatlons on a managed basls because the 
recelvables that we securltlze are subJected to underwrltlng standards 
comparable to our owned portfollo, are servlced by operatlng personnel wlthout 
regard to ownershlp and result ln a slmllar credlt loss exposure for us. In 
addltlon, we fund our operatlons, revlew our operatlng results and make 
declslons about allocatlng resources, such as employees and capltal, on a 
managed basls. 

General 

Across all reportable segments, we generally serve nonconformlng or nonprlme 
consumers. Such customers are lndlvlduals who have llmlted credlt hlstorles, 
modest lncome, hlgh debt-to-lncome ratlos or have experlenced credlt problems 
caused by occaslonal dellnquencles, prlor chargeoffs or other credlt related 
actlons. These customers generally have hlgher dellnquency and credlt loss 
probabllltles and are charged a hlgher lnterest rate to compensate us for the 
addltlonal rlsk. In our MasterCard and Vlsa buslness, our retall servlces 
buslness and our mortgage servlces buslness we also serve prlme consumers 
elther through co-brandlng relatlonshlps mortgage brokers. 

<PAGE> 

We have taken substantlal measures to enhance the profltablllty and lmprove 
operatlonal control of our buslnesses. We use our centrallzed underwrltlng, 
collectlon and processlng functlons to adapt our credlt standards and 
collectlon efforts to natlonal or reglonal market condltlons. Our underwrltlng, 
loan admlnlstratlon and collectlon functlons are supported by hlghly automated 
systems and processlng facllltles. Our centrallzed collectlon system lS 
augmented by personallzed early collectlon efforts. Maxlmlzlng our technology 
and otherwlse streamllnlng our operatlons and reduclng our costs has enabled 
to lmprove our efflclency through speclallzatlon and economles of scale and 
allows us to operate more efflclently than most of our competltors. 

We servlce each customer wlth a focus to understand that customer's personal 
flnanclal needs. We recognlze that lndlvlduals may not be able to tlmely meet 
all of thelr flnanclal obllgatlons. Our goal lS to asslst consumers ln 
transltlonlng through flnanclally dlfflcult tlmes ln order to expand that 
customer's relatlonshlp wlth Household. As a result, our pollcles are deslgned 
to be flexlble to maxlmlze the collectlblllty of our loans whlle not lncurrlng 
excesslve collectlon expenses on loans that have a hlgh probablllty of belng 
ultlmately uncollectlble. Cross-selllng of products, proactlve credlt 
management, "hands-on" customer care and targeted product marketlng are means 
we use to retaln customers and grmv our buslness. 

Consumer 

Our consumer lendlng buslness lS one of the largest subprlme home equlty 
orlglnators ln the Unlted States ranked by Inslde B&C Lendlng. Thls buslness 
has approxlmately 1,400 branches located ln 46 states, 3.2 mllllon open 
customer accounts, $39.5 bllllon ln managed recelvables and 13,000 employees. 
It lS marketed under both the HFC and Beneflclal brand names, each of whlch 
caters to a sllghtly dlfferent type of customer ln the mlddle-market 
populatlon. Both brands offer secured and unsecured loan products, such as 
flrst and second llen posltlon closed-end mortgage loans, open-end home equlty 
loans, personal non-credlt card loans, lncludlng personal homeowner loans (a 
secured hlgh loan-to-value product that we underwrlte and treat llke an 
unsecured loan), and sales flnance contracts. These products are marketed 
through our retall branch network, dlrect mall, telemarketlng, strateglc 
alllances and Internet sourced appllcatlons and leads. 

Our mortgage servlces buslness purchases nonconformlng flrst and second llen 
posltlon resldentlal mortgage loans, lncludlng open-end home equlty loans, from 
a network of over 200 unafflllated thlrd party lenders (l. e., correspondents). 
Thls buslness has approxlmately $18.1 bllllon ln managed recelvables, 240,000 
actlve customer accounts and 1,600 employees. These purchases are elther "flow" 
acqulsltlons (l.e., loan loan) or "bulk" (l.e., pools of 
loans), and are made on our speclflc guldellnes. We offer 
forward commltments to selected correspondent lenders to strengthen our 
relatlonshlp wlth these lenders and to create a sustalnable growth channel for 
thls buslness. Declslon One Mortgage Company, LLC, a subsldlary of Household, 
was purchased ln 1999 to asslst us ln understandlng the product needs of 
mortgage brokers and trends ln the mortgage lendlng lndustry. Through 19 branch 
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locatlons, Declslon One dlrectly orlglnates mortgage loans sourced by mortgage 
brokers. 

Accordlng to The Nllson Report, our retall servlces buslness lS the second 
largest provlder of thlrd party prlvate label credlt cards ln the Unlted States 
based on recelvables outstandlng. Our retall servlces buslness has over 
65 actlve relatlonshlps wlth approxlmately $11.6 bllllon ln managed 
recelvables, 9.9 mllllon actlve customer accounts and 2,200 employees. 
Approxlmately 32 percent of our retall servlces recelvables are ln the 
furnlture lndustry, 30 percent are ln the consumer electronlcs lndustry, 16 
percent are ln the powersports vehlcle (snowmoblles, personal watercraft, ATV's 
and motorcycles) lndustry and approxlmately 13 percent are ln the home products 
or home lmprovement lndustry. These products are generated through merchant 
retall locatlons, merchant catalog and telephone sales, appllcatlon dlsplays, 
dlrect mall and Internet appllcatlons. 

Our auto flnance buslness purchases, from a network of approxlmately 4,500 
actlve dealer relatlonshlps, retall lnstallment contracts of consumers who do 
not have to tradltlonal, prlme-based lendlng sources. We also orlglnate 
and reflnance auto loans through dlrect mall sollcltatlons, alllance partners 
and the Internet. Thls buslness has approxlmately $6.4 bllllon ln managed 
recelvables and 2,000 employees. Approxlmately 75% of our auto flnance 
recelvables are secured by ''used'' vehlcles versus ''new'' vehlcles. We have 
focused on the 

<PAGE> 

development of Internet optlons (the HAF Superhlghway) for our dealer network 
to create a mechanlsm to enable these dealers to process customer appllcatlons 
and recelve automated credlt declslons ln mlnutes. Coupled wlth a centrallzed 
underwrltlng and fundlng buslness model, we belleve the use of the HAF 
Superhlghway Wlll enable our auto =lnance buslness to respond more qulckly and 
provlde better servlce than our competltors. 

Credlt Card Servlces 

Our Credlt Card Servlces buslness lncludes our MasterCard and Vlsa 
recelvables ln the Unlted States, lncludlng The GM Card(R), the AFL-CIO Unlon 
Plus (R) ("UP") credlt card, a Household Bank branded card, and the Orchard Bank 
card. Accordlng to The Nllson Report thls buslness lS the elghth largest lssuer 
of MasterCard or Vlsa credlt cards ln the Unlted States (based on recelvables) 
wlth approxlmately $17.2 bllllon ln managed recelvables, 19.9 mllllon customer 
accounts and 5,000 employees. The GM Card(R), a co-branded credlt card lssued 
as part of our alliance with General Motors Corporation ("GM"), enables 
customers to earn dlscounts on the purchase or lease of a new GM vehlcle. The 
UP card program wlth the AFL-CIO provldes beneflts and servlces to members of 
approxlmately 60 natlonal and lnternatlonal labor unlons. The Household Bank 
and Orchard Bank branded credlt cards offer speclallzed credlt card products to 
consumers underserved by tradltlonal provlders or are marketed ln conJunctlon 
wlth merchant relatlonshlps establlshed through our retall servlces buslness. 

Our MasterCard and Vlsa buslness lS generated prlmarlly through dlrect mall, 
telemarketlng, Internet appllcatlons, appllcatlon dlsplays, promotlonal 
actlvlty assoclated wlth our afflnlty and co-brandlng relatlonshlps, mass-medla 
advertlsement (The GM Card(R)), and merchant relatlonshlps sourced through our 
retall servlces buslness. We also cross-sell our credlt cards to our exlstlng 
consumer lendlng and retall servlces customers as well as our refund lendlng 
customers. 

Although our relatlonshlps wlth GM and the AFL-CIO enable us to 
proprletary customer base, ln accordance wlth our agreements wlth these 
lnstltutlons Household owns all recelvables orlglnated under the programs and 
lS responslble for all credlt and collectlon declslons as well as the fundlng 
for the programs. These programs are not dependent upon any payments, 
guarantees or credlt support from these lnstltutlons. As a result, we are not 
dlrectly dependent upon GM or the AFL-CIO for any speclflc earnlngs stream 
assoclated wlth these programs. We belleve we have a strong worklng 
relatlonshlp wlth GM and the AFL-CIO and we do not antlclpate, and are not 
aware of, any event that has occurred, or lS expected to occur ln the near 
term, that would allow the partles to these agreements to termlnate thelr 
relatlonshlp. 

Internatlonal 

Our Unlted Klngdom buslness lS a mld-market consumer lender focuslng on 
customer servlce through lts branch locatlons, and consumer electronlcs through 
lts retall flnance operatlons. Thls buslness offers secured and unsecured llnes 
of credlt, secured and unsecured closed-end loans, retall flnance products, 
lnsurance products and credlt cards (lncludlng the GM Card(R) from Vauxhall and 
marbles(TM), an Internet enabled credlt card). We operate ln England, Scotland, 
Wales, Northern Ireland, and the Republlc of Ireland. In 2001 we opened an 
offlce ln Hungary to facllltate the expanslon plans of one of our U.K. merchant 
ulllunce8. We expect to contlnue our expun8lon lnto Centrul Europe wlth thl8 
alllance ln 2002 wlth operatlons ln the Czech Republlc and Poland. Loans held 
by our Unlted Klngdom operatlon are orlglnated through a branch network 
conslstlng of 155 HFC and 62 Beneflclal Flnance branches, merchants, dlrect 
mall, broker referrals and the Internet. Thls buslness has approxlmately $5.8 
bllllon ln managed recelvables and 3,800 employees. 

Our Canadlan buslness was acqulred by Household ln 1933 and offers consumer 
real estate secured and unsecured llnes of credlt, secured and unsecured 
closed-end loans, lnsurance products, revolvlng credlt, prlvate label credlt 
cards and retall flnance products to mlddle- to low lncome famllles. In 
addltlon, through lts trust operatlons, our Canadlan buslness accepts deposlts. 
These products are marketed through 109 branch offlces ln 10 provlnces, dlrect 
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All Other 

95 merchant relatlonshlps and the Internet. Thls buslness 
.4 bllllon ln managed recelvables, 680,000 customer 

Through our lnsurance servlces operatlon, Household offers credlt llfe, 
credlt accldent, health and dlsablllty, unemployment, property, term llfe, 
collateral protectlon and speclalty lnsurance products to our customers. Such 
products currently are offered throughout the Unlted States and Canada and are 
targeted toward those customers typlcally under-lnsured by tradltlonal sources. 
The purchaslng of lnsurance products are never a condltlon to any credlt or 
loan granted by Household. Insurance lS dlrectly wrltten by or relnsured wlth 

more of our subsldlarles. 

Our refund lendlng buslness lS one of the largest provlders of consumer tax 
refund lendlng ln the Unlted States. We have approxlmately 3,500 tax preparer 
relatlonshlps coverlng approxlmately 12,000 outlets (lncludlng 9,000 H&R Block 
locatlons). We provlde loans to customers who are entltled to tax refunds and 
who electronlcally flle thelr lncome tax returns wlth the Internal Revenue 
Servlce. Thls buslness lS seasonal wlth most revenues generated ln the flrst 
three months of each calendar year. The maJOrlty of customers who use thls 
product are renters wlth household lncomes of less than $25,000 who 
entltled to refunds of greater than $2,000. In 2001 we orlglnated 
6.4 mllllon accounts and generated a loan volume of approxlmately 

Dlrect lendlng was formed to flnd new markets for Household's exlstlng 
consumer loan and loan-related products, develop new product offerlngs, and 
test alternatlve (l.e., non-branch1 dlstrlbutlon channels. The areas of 
speclflc focus for dlrect lnclude the Internet, alllance programs wlth 
other lenders to provlde products to thelr customers, 
dlrect mall lnltlatlves and non-homeowners. Dlrect lendlng has approxlmately 
$360 mllllon ln managed recelvables and 140 employees. 

Our commerclal operatlons are very llmlted ln scope and are expected to 
contlnue to decllne. They manage the llquldatlon of the commerclal loan 
recelvables whlch were part of our commerclal lendlng portfollo that was 
dlscontlnued ln the early 1990's. They also selectlvely lnvest ln tax 
advantaged low lncome houslng proJects to support communlty home ownershlp 
lnltlatlves whlle allowlng us to obtaln federal or state tax beneflts. We have 
approxlmately $440 mllllon ln managed recelvables and 15 employees ln thls 
group. 

Fundlng 

As a flnanclal servlces organlzatlon, we must have to funds at 
competltlve rates, terms and condltlons to be successful. As of March 13, 2002, 
Household's long-term debt, together wlth that of HFC, Beneflclal, and our 
Canadlan and U.K. subsldlarles, as well as the preferred stock of Household, 
have been asslgned lnvestment grade ratlngs by all natlonally recognlzed 
statlstlcal ratlng organlzatlons that rate such lnstruments. These 
organlzatlons have also rated the commerclal paper of HFC ln thelr hlghest 
ratlng category. For a detalled llstlng of the ratlngs that have been asslgned 
to Household and our slgnlflcant subsldlarles as of March 13, 2002, see Exhlblt 
99(b) to thls Form 10-K. Although one natlonally recognlzed statlstlcal ratlng 
organlzatlon downgraded the long-term debt of HFC ln March 2002 to the 
correspondlng levels of the other agencles, we belleve thls downgrade Wlll not 
have any meanlngful lmpact on our ablllty to fund our operatlons. We are 
commltted to malntalnlng our current lnvestment grade ratlngs. 

We have funded our operatlons globally and domestlcally, uslng a comblnatlon 
of capltal market debt and equlty, deposlts and securltlzatlons. Although we 
have ln the past utlllzed our banklng subsldlarles as a means to provlde 
deposlt fundlng to support some of our operatlons, due to recent regulatory 
requlrements for addltlonal capltal to support nonprlme and subprlme lendlng 
actlvltles, we do not belleve that such sources Wlll be actlvely utlllzed ln 
the near term. We do not antlclpate that the reductlon ln the use of our 
banklng subsldlarles as a fundlng vehlcle for our buslnesses Wlll have any 
materlal effect on our operatlons or our ablllty to tlmely fund our operatlons, 
or Wlll materlally lncrease the costs assoclated wlth our fundlng. We Wlll 
contlnue to fund our operatlons ln the global capltal markets, prlmarlly 
through the use of securltlzatlons, commerclal paper, bank llnes, medlum-term 
notes and long-term debt. We also cvlll contlnue to use derlvatlve flnanclal 
lnstruments to hedge our currency and lnterest rate rlsk exposure. A 
descrlptlon of our use of derlvatlve flnanclal lnstruments, 
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lncludlng lntere8t rute forelgn exchunge contruct8, und other 
quantltatlve and qualltatlve lnformatlon about our market rlsk lS set forth ln 
our Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results of 
Operatlons ("2001 MD&A") under the captlon "Rlsk Management", and Footnotes 10 
and 14 of our unaudlted consolldated flnanclal statements ("2001 Flnanclal 
Statements"), lncluded ln thls Restated Form 10-K. We also malntaln an 

whlch at year-end 2001 was approxlmately $3.6 bllllon. 
$2.1 bllllon of such lnvestment securltles were held by our 

lnsurance subsldlarles. 

Securltlzatlons and secured flnanclngs of consumer recelvables have been, 
and Wlll contlnue to be, a slgnlflcant source of our llquldlty. Durlng 2001, we 
securltlzed approxlmately $5.5 bllllon of recelvables compared to $7.0 bllllon 
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1n 2000 and $5.2 b1ll1on 1n 1999. We secur1t1ze auto f1nance, MasterCard and 
V1sa cred1t card, pr1vate label cred1t card and personal non-cred1t card 
rece1vables. In add1t1on, dur1ng 2001 and 1999 we 1ssued secur1t1es backed by 
ded1cated real estate secured rece1vables 1n transact1ons structured for 
account1ng purposes as secured f1nanc1ngs. The aggregate balance of the real 
estate secured rece1vables those transact1ons was $1.6 b1ll1on 1n 
2001 and $530 m1ll1on 1n on our current 1nvestment grade rat1ngs, 
we have no reason to bel1eve that eve w1ll not be able to t1mely the 
secur1t1zat1on and secured fund1ng markets to support our operat1ons. 

In the secur1t1zat1ons and secured f1nanc1ng transact1ons, Household sells a 
ded1cated pool of rece1vables to a wholly-owned bankruptcy remote spec1al 
purpose ent1ty for cash, wh1ch, 1n turn, ass1gns the rece1vables to an 
unaff1l1ated trust that 1s a qual1=y1ng spec1al purpose ent1ty under Statement 
of F1nanc1al Account1ng Standards No. 125 and/or 140, as appl1cable. Household 
cont1nues to serv1ce the rece1vables and rece1ves a serv1c1ng fee. 

In connect1on w1th each transact1on, we obta1n op1n1ons from nat1onally 
known law f1rms that the transfer of the rece1vables to the spec1al purpose 
ent1ty qual1f1es as a ''true sale'' =or legal purposes and that the ent1ty would 
not be "substant1vely consol1dated" 1nto any bankruptcy estate of the 
transferor. 

Generally, 1n connect1on w1th these transact1ons we ut1l1ze cred1t 
enhancement to obta1n the h1ghest 1nvestment grade rat1ngs on the secur1t1es to 
be 1ssued by the secur1t1zat1on trust. Although many forms of enhancement are 
ava1lable, we typ1cally ass1gn loans 1n excess of the pr1nc1pal balance of the 
secur1t1es to be 1ssued by the trust. Cash flow from th1s 
''overcollateral1zat1on'' and serv1c1ng fees to be pa1d to us 1n connect1on w1th 
the transact1on may be used to reduce the outstand1ng balance of these 
secur1t1es and/or may be used to fund a cash account that 1s ava1lable to make 
payments on the secur1t1es 1n the event monthly collect1ons on the rece1vables 
are 1nsuff1c1ent to pay the 1nvestors the1r contractual return. Therefore, our 
recourse 1s l1m1ted to our r1ghts to future cash flows and any subord1nated 
1nterests we may reta1n. At December 31, 2001, we had $968.2 m1ll1on 1n 
1nterest-only str1p rece1vables at-r1sk should these transact1ons not perform 
as expected. Based on h1stor1cal performance, we do not ant1c1pate any mater1al 
loss due to performance of any secur1t1zed or secured fund1ng pool of 
rece1vables. 

The l1m1ted operat1ons of each secur1t1zat1on trust are adm1n1stered by an 
unaff1l1ated f1nanc1al 1nst1tut1on and are governed by a trust agreement that 
l1m1ts the trust's perm1ss1ble act1v1t1es to those def1ned 1n the agreement. 
The holders of the secur1t1es 1ssued by each trust have the r1ght to pledge or 
transfer the1r 1nterests. 

Add1t1onal 1nformat1on sources and ava1lab1l1ty of fund1ng are 
1ncorporated by reference to the "L1qu1d1ty and Cap1tal Resources" and "Asset 
Secur1t1zat1ons" sect1ons of 2001 MD&A. 

Regulat1on and Compet1t1on 

Regulat1on 

Consumer Lend1ng. Our consumer =1nance bus1nesses operate 1n a h1ghly 
regulated env1ronment. These bus1nesses are subJect to laws relat1ng to 
d1scrlm1nat1on 1n extend1ng cred1t, use of cred1t reports, pr1vacy matters, 
d1sclosure of cred1t terms and correct1on of b1ll1ng errors. They also are 
subJect to certa1n regulat1ons and 

<PAGE> 

leg1slat1on that l1m1t the1r operat1ons 1n certa1n JUr1sd1ct1ons. For example, 
l1m1tat1ons may be placed on the amount of 1nterest or fees that a loan may 
bear, the amount that may be borrmved, the types of act1ons that may be taken 
to collect or foreclose upon del1nquent loans or the 1nformat1on about a 
customer that may be shared. Our consumer branch lend1ng off1ces are generally 
l1censed 1n those JUr1sd1ct1ons 1n wh1ch they operate. Such l1censes have 
l1m1ted terms but are renewable, and are revocable for cause. Fa1lure to comply 
w1th these laws and regulat1ons may l1m1t the ab1l1ty of our l1censed lenders 
to collect or enforce loan agreements made w1th consumers and may cause 
Household to be l1able for damages and penalt1es. 

There has been a s1gn1f1cant amount of leg1slat1ve act1v1ty, nat1onally, 
locally and at the state level, a1med at curb1ng lend1ng abuses deemed to be 
"predatory". A predatory loan or lend1ng pract1ce 1s not a legally def1ned term 
and does not have a commonly recogn1zed def1n1t1on. Most leg1slat1ve act1v1ty 
1n th1s area targets certa1n abus1ve pract1ces such as loan ''fl1pp1ng'' (mak1ng 
a loan to ref1nance another loan where there 1s no tang1ble benef1t to the 
borrower), fee "pack1ng" (add1t1on of unnecessary, unwanted and unknown fees to 
a borrower), "equ1ty str1pp1ng" (lend1ng w1thout regard to the borrower's 
ab1l1ty to repay or mak1ng 1t 1mposs1ble for the borrower to ref1nance w1th 
unother lender), und outr1ght fruud. Hou8ehold doe8 not condone or endor8e uny 
of these pract1ces. We are work1ng w1th regulators and consumer groups to 
create appropr1ate safeguards to el1m1nate these abus1ve pract1ces wh1le 
allow1ng m1ddle-market borrowers to cont1nue to have unrestr1cted to 
cred1t for personal purposes, such as the purchase of homes, automob1les, and 
consumer goods. As part of th1s ef=ort we have adopted a set of lend1ng best 
pract1ce 1n1t1at1ves. These 1n1t1at1ves, wh1ch may be mod1f1ed from 
t1me-to-t1me, are d1scussed at our corporate web s1te, www.household.com under 
the head1ng "Customer Comm1tment". Notw1thstand1ng these efforts, 1t 1s 
poss1ble that broad leg1slat1ve 1n1t1at1ves w1ll be passed wh1ch w1ll 1mpose 
add1t1onal costs and rules on our bus1nesses. Although we have the ab1l1ty to 
react qu1ckly to new laws and regulat1ons, 1t 1s too early to est1mate the 
effect, 1f any, these act1v1t1es w1ll have on us 1n a part1cular local1ty or 
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natlonally. 

Banklng Instltutlons. Household has banklng lnstltutlons that are chartered 
by elther the Offlce of Thrlft Supervlslon (''OTS' ') or the Offlce of the 
Comptroller of the Currency ("OCC":,. Slnce deposlts malntalned at our banklng 
lnstltutlons are lnsured by the Federal Deposlt Insurance Corporatlon ("FDIC"), 
the FDIC also has JUrlsdlctlon over those lnstltutlons and lS actlvely lnvolved 
ln revlewlng the flnanclal and managerlal strength of our banklng subsldlarles. 
Household lS also a thrlft holdlng company and lS subJect to regulatlon by the 
OTS. Our banklng lnstltutlons prlmarlly orlglnate recelvables ln our MasterCard 
and Vlsa credlt card buslness, our prlvate label buslness and our refund 
lendlng buslness. In addltlon, our thrlft orlglnates certaln flrst mortgage 
loans. The use of these lnstltutlons lmproves our operatlonal efflclencles as 
they are able to offer loan products wlth common characterlstlcs across the 
Unlted States. Generally, these banklng lnstltutlons sell the recelvables they 
orlglnate to non-banklng afflllates (also subsldlarles of Household) so that 
Household can manage all of lts customers wlth unlform pollcles, regardless 
through whlch legal entlty a loan was made. In addltlon, thls structure allows 

to better manage the levels of regulatory capltal requlred to be malntalned 
at these banklng lnstltutlons. 

Our banklng lnstltutlons are subJect to capltal requlrements, regulatlons 
and guldellnes lmposed by the OTS, OCC and FDIC. For example, these 
lnstltutlons are subJect to federal regulatlons concernlng thelr general 
lnvestment authorlty as well as thelr ablllty to acqulre flnanclal 
lnstltutlons, enter lnto transactlons wlth afflllates and pay dlvldends. Such 
regulatlons also govern the permlsslble actlvltles and lnvestments of any 
subsldlary of a bank. 

We have been advlsed by the OTS, OCC and FDIC that ln accordance wlth thelr 
2001 Guldance for Subprlme Lendlng Programs, they Wlll lmpose addltlonal 
capltal requlrements on lnstltutlons whlch hold nonprlme or subprlme assets 
that Wlll be greater than the hlstorlcal levels we have malntalned at our 
banklng lnstltutlons. Household and HFC have agreed wlth these regulators to 
malntaln the regulatory capltal of our lnstltutlons at these speclfled levels. 
To better manage the capltal levels that Wlll be lmposed, we have submltted to 
the OCC an appllcatlon to comblne our three credlt card banks lnto one 
natlonally chartered lnstltutlon and are evaluatlng alternatlves to reduce the 
slze of our thrlft lnstltutlon. We do not expect that any of these actlons Wlll 
have a materlal adverse effect on our buslness or our flnanclal condltlon. 

<PAGE> 

Our banking institutions are also subject to the Federal Deposit Insurance 
Corporatlon Improvement Act of 1991 (' 'FDICIA' ') and the Flnanclal Instltutlons 
Reform, Recovery, and Enforcement Act of 1989 (' 'FIRREA' '). Among other thlngs, 
FDICIA creates a flve-tlered system of capltal measurement for regulatory 
purposes, places llmlts on the ablllty of deposltory lnstltutlons to acqulre 
brokered deposlts, and glves broad powers to federal banklng regulators, ln 
partlcular the FDIC, to requlre undercapltallzed lnstltutlons to adopt and 
lmplement a capltal restoratlon plan and to restrlct or prohlblt a number of 
actlvltles, lncludlng the payment of cash dlvldends, whlch may lmpalr or 
threaten the capltal adequacy of the lnsured deposltory lnstltutlon. Federal 
banklng regulators may apply correctlve measures to an lnsured deposltory 
lnstltutlon, even lf lt lS adequately capltallzed, lf such lnstltutlon lS 
determlned to be operatlng ln an unsafe or unsound condltlon or engaglng ln an 
unsafe or unsound actlvlty. In addltlon, federal banklng regulatory agencles 
have adopted safety and soundness standards governlng operatlonal and 
managerlal actlvltles of lnsured deposltory lnstltutlons and thelr holdlng 
companles regardlng lnternal controls, loan documentatlon, credlt underwrltlng, 
lnterest rate and compensatlon. Under FIRREA, the FDIC 
may an deposltory lnstltutlon for the estlmated 
losses lncurred by the FDIC upon the default of any afflllated lnsured 
lnstltutlon. 

Our prlnclpal Unlted Klngdom subsldlary (HFC Bank plc) lS subJect to 
overslght and regulatlon by the U.K. Flnanclal Servlces Authorlty ("FSA"). We 
have lndlcated our lntent to the FSA to malntaln the regulatory capltal of thls 
lnstltutlon at speclfled levels. We do not antlclpate that any capltal 
contrlbutlon Wlll be requlred for our Unlted Klngdom bank ln the near term. 

Insurance. Our credlt lnsurance buslness lS subJect to regulatory 
supervlslon under the laws of the states ln whlch lt operates. Regulatlons vary 
from state to state but generally cover llcenslng of lnsurance companles, 
premlum and loss rates, dlvldend restrlctlons, types of lnsurance that may be 
sold, permlsslble lnvestments, pollcy reserve requlrements, and lnsurance 
marketlng practlces. 

Competltlon 

The consumer flnanclal servlces lndustry ln whlch we operate lS hlghly 
fragmented and lntensely competltlve. We generally compete wlth banks, thrlfts, 
ln8urunce compunle8, credlt unlon8, mortguge lender8 und broker8, flnunce 
companles, securltles brokers and dealers, and other domestlc and forelgn 
flnanclal lnstltutlons ln the Unlted States, Canada and the Unlted Klngdom. We 
compete by expandlng our customer base through portfollo acqulsltlons or 
alllance and co-brandlng opportunltles, offerlng a varlety of consumer loan 
products, malntalnlng a strong servlce orlentatlon, aggresslvely controlllng 

to be a low cost producer, and data segmentatlon skllls to 
cross-selllng opportunltles between unlts. 

Cautlonary Statement on Forward-Looklng Statements 

Certaln matters dlscussed throughout thls Form 10-K or ln the lnformatlon 
lncorporated hereln by reference constltutes forward-looklng statements wlthln 
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the meanlng of the Prlvate Securltles Lltlgatlon Reform Act of 1995. In 
addltlon, we may make or approve certaln statements ln future flllngs wlth the 
Securltles and Exchange Commlsslon, ln press releases, or oral or wrltten 
presentatlons by representatlves o= Household that are not statements of 
hlstorlcal fact and may also constltute forward-looklng statements. Words such 
as ''belleve'', ''expects'', ''estlmates'', ''goal'' and 
slmllar expresslons are lntended to statements but 
should not be consldered as the only means through whlch these statements may 
be made. These matters or statements Wlll relate to our future flnanclal 
condltlon, results of operatlons, plans, obJectlves, performance or buslness 
developments and Wlll lnvolve known and unknown rlsks, uncertalntles and other 
factors that may cause our actual results, performance or achlevements to be 
materlally dlfferent from that whlch was expressed or lmplled by such 
forward-looklng statements. Forward-looklng statements are based on our current 
Vlews and assumptlons and speak only as of the date they are made. Household 
undertakes no obllgatlon to update any forward-looklng statement to reflect 
subsequent clrcumstances or events. 

10 

<PAGE> 

The lmportant factors, many of cvhlch are out of our control, whlch could 
affect our actual results and could cause our results to vary materlally from 
those expressed ln publlc statements or documents are: 

changes ln laws and regulatlons, lncludlng attempts by local, state and 
natlonal regulatory agencles or leglslatlve bodles to control alleged 
"predatory" lendlng practlces through broad lnltlatlves almed at lenders 
operatlng ln the nonprlme or subprlme consumer market; 

lncreased competltlon from well-capltallzed companles or lenders wlth 
to government sponsored organlzatlons for our consumer segment 

whlch may lmpact the terms, rates, costs, or proflts hlstorlcally lncluded 
ln the loan products we offer or purchase; 

changes accountlng pollcles, practlces or standards, as they may be 
adopted by regulatory agencles and the Flnanclal Accountlng Standards 
Board; 

changes ln overall economlc condltlons, lncludlng the lnterest rate 
envlronment ln whlch we operate, the capltal markets ln whlch we fund our 
operatlons, the market values of consumer owned real estate throughout the 
Unlted States, recesslon, employment and currency fluctuatlons; 

consumer perception of the availability of credit, including price 
competltlon ln the market segments we target and the ramlflcatlons 
of flllng for personal bankruptcy; 

the effectlveness of models or programs to predlct loan dellnquency 
loss and lnltlatlves to lmprove collectlons ln all buslness areas; 

contlnued consumer acceptance of our dlstrlbutlon systems and demand for 
our loan or lnsurance products; 

changes assoclated wlth, as well 
operatlonal functlons and cultures, 
portfollo acqulred by Household; 

the dlfflculty ln lntegratlng systems, 
as appllcable, of any organlzatlon or 

a reductlon of our short-term debt ratlngs by any of the natlonally 
recognlzed statlstlcal ratlng organlzatlons that rate these lnstruments to 
a level that lS below our current ratlng; 

the costs, effects and outcomes of regulatory revlews or lltlgatlon 
relatlng to our nonprlme loan recelvables or the buslness practlces of any 
of our buslness unlts, lncludlng, but not llmlted to, addltlonal 
compllance requlrements; 

the costs, effects and outcomes of any lltlgatlon matter that lS 
determlned adversely to Household or lts buslnesses; 

the ablllty to attract and retaln quallfled personnel to support the 
underwrltlng, servlclng, collectlon and sales functlons of our buslnesses; 
and 

the lnablllty of Household to manage any or all of the foregolng rlsks as 
well as antlclpated. 

Item 2. Propertles. 

Our operatlons are located throughout the Unlted States, ln 10 provlnces ln 
Canada and ln the Unlted Klngdom wlth prlnclpal facllltles located ln Anahelm, 
Callfornla; Dallas, Texas; New Castle, Delaware; Brandon, Florlda; 
Jacksonvllle, Florlda; Tampa, Florlda; Chesapeake 1 Vlrglnla; Vlrglnla Beach, 
Vlrglnlu; Elmhur8t, IlllnOl8; Hunover, Murylund; Brldgewuter, New Jer8ey; 
Vegas, Nevada; Charlotte, North Carollna; Portland, Oregon; Pomona, Callfornla; 
Prospect Helghts, Illlnols; Sallnas, Callfornla; San Dlego, Callfornla; Wood 
Dale, Illlnols; London, Kentucky; Sloux Falls, South Dakota; North York, 
Ontarlo, Canada; Blrmlngham, Unlted Klngdom and Wlndsor, Berkshlre, Unlted 
Klngdom. We expect to establlsh an addltlonal operatlons 

11 
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center ln Indla ln 2002 to support our credlt card servlces buslness. We do not 
antlclpate the costs for stafflng and creatlng thls center Wlll be materlal to 
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our flnanclal results. 

Substantlally all branch offlces, dlvlslonal offlces, corporate offlces, 
reglonal processlng and reglonal servlclng center space are operated under 
lease wlth the exceptlon of the headquarters bulldlng for our Unlted Klngdom 

, our processlng faclllty ln Tampa, Florlda, a credlt card 
ln Las Vegas, Nevada and a faclllty ln London, Kentucky. We 

that such propertles are ln good condltlon and meet our current and reasonably 
antlclpated needs. 

Item 3. Legal Proceedlngs. 

We are partles to varlous legal proceedlngs resultlng from ordlnary buslness 
actlvltles relatlng to our current and/or former operatlons. Certaln of these 
actlons are or purport to be class actlons seeklng damages ln very large 
amounts. These actlons assert Vlolatlons of laws and/or unfalr treatment of 
consumers. Due to the uncertalntles ln lltlgatlon and other factors, we cannot 
assure you that we Wlll ultlmately prevall ln each lnstance. We belleve that we 
have merltorlous defenses to these actlons and any adverse declslon should not 
materlally affect our consolldated flnanclal condltlon. 

Durlng the past several years, the press has wldely reported certaln 
lndustry related concerns whlch may lmpact us. Some of these lnvolve the amount 
of lltlgatlon lnstltuted agalnst flnance and lnsurance companles operatlng ln 
the states of Alabama and MlSSlSSlppl and the large awards obtalned from JUrles 
ln those states. Llke other companles ln thls lndustry, some of our 
subsldlarles are lnvolved ln a number of lawsults pendlng agalnst them ln 
Alabama and MlSSlSSlppl, many of whlch relate to the flnanclng of merchandlse. 
The Alabama and MlSSlSSlppl cases generally allege lnadequate dlsclosure or 
mlsrepresentatlon of flnanclng terms. In many sults, other partles are also 
named as defendants. Unspeclfled compensatory and punltlve damages are sought. 
Several of these sults purport to be class actlons or have multlple plalntlffs. 
The JUdlclal cllmate ln Alabama and MlSSlSSlppl lS such that the outcome of all 
of these cases lS unpredlctable. Although our subsldlarles belleve they have 
substantlve legal defenses to these clalms and are prepared to defend each case 
vlgorously, a number of such cases have been settled or otherwlse resolved for 
amounts that ln the aggregate are not materlal to our operatlons. Approprlate 
lnsurance carrlers have been notlfled of each clalm, and a number of 
reservatlons of rlghts letters have been recelved. Certaln of these clalms have 
been partlally covered by lnsurance. 

Household has also been named ln purported class actlons by consumer groups 
(such as AARP and ACORN) clalmlng that our loan products or our lendlng 
pollcles and practlces are unfalr or mlsleadlng to consumers. We do not belleve 
that any of these legal actlons has merlt or Wlll result ln a materlal 
financial impact on Household. We do expect, however, that these consumer 
groups Wlll contlnue to target Household ln the medla and wlth legal actlons to 
pressure Household and the nonprlme lendlng lndustry lnto acceptlng concesslons 
that would more heavlly regulate the nonprlme lendlng lndustry. (See 
"Regulatlon and Competltlon" above.) 

We have developed and lmplemented compllance functlons to monltor our 
operatlons to comply wlth all appllcable laws, rules and regulatlons. In 
November 2001, lltlgatlon was lnstltuted by Callfornla regulators assertlng 
that they belleved we had overcharged certaln Callfornla customers who obtalned 
loans from Household. We conflrmed wlth thls regulator that unlntentlonal 
errors had occurred and entered lnto a settlement agreement for full refunds of 
the lmproper charges as well as a payment to the state ln the amount of $8.9 
mllllon. The amounts pald pursuant to thls agreement, as well as the other 
condltlons we agreed to, dld not and Wlll not have a materlal adverse lmpact 
our flnanclal condltlon or our buslness operatlons. As a result of thls 
lncldent, we have revlewed our compllance functlon and lmplemented certaln 

lncludlng requlrlng that our compllance offlcer for our consumer 
buslness report dlrectly to senlor management. Although exam reports 

from other regulatory bodles may, =rom tlme-to-tlme, clte speclflc lssues 
relatlng to a speclflc loan, we do not belleve, and we are not aware of, any 
unaddressed systemlc lssue affectlng our compllance wlth any state or federal 
lendlng laws wlthln any of our buslnesses. 

Item 4. Submlsslon of Matters to a Vote of Securlty Holders. 

Not appllcable. 

12 
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PART II. 

Item 5. Market for Reglstrant's Common Equlty and Related Stockholder Matters. 

As of March 8, 2002 there were 19,089 record shareholders of Household's 
common stock. 

Household Internatlonal, Inc. 
and Subsldlarles 

Common and Preferred Stock Informatlon 

Household Internatlonal common stock lS llsted on the New York and stock 
exchanges. We also have unllsted tradlng prlvlleges on the Boston, and 
Phlladelphla stock exchanges. Call and put optlons are traded on the Amerlcan 
Stock Exchange, Paclflc Stock Exchange and Chlcago Board of Optlons Exchange. 

<TABLE> 
<CAPTION> 
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Stock Tlcker Symbol 

<S> 
Common 

5% Cumulatlve Preferred 

<C> 
HI 

HI + PPJVI 

$4.50 Cumulatlve Preferred HI+ PRN 

$4.30 Cumulatlve Preferred HI+ PRO 

1/4% Cumulatlve Preferred, 
Serles 1992-A HI + PRZ 
Deposltary Shares 
representlng 1/40 share 
of 8 1/4% Cumulatlve 
Preferred Stock, 
Serles 1992-A 

7.50% Cumulatlve Preferred, 
Serles 2001-A HI + PRS 
Deposltary Shares 
representlng 1/40 share 
of 7.50% Cumulatlve 
Preferred Stock, 
Serles 2001-A/1/ 

</TABLE> 
<TABLE> 
<CAPTION> 

Dlvldends Declared 

2001 2000 Features Redemptlon Features 

<C> <C> <C> <C> 
$ .85 $ .74 Quarterly dlvldend N/A 

$2.50 

$4.50 

$4.30 

$2.0625 

$0.4896 

rate lncreased to $.22 
effectlve 7/15/01 

$2.50 Nonconvertlble 

$4.50 Nonconvertlble 

$4.30 Nonconvertlble 

$2.0625 Nonconvertlble 

N/A Nonconvertlble 

Redeemable at our optlon 

Redeemable at our optlon 

Redeemable at our optlon 

Cannot be redeemed prlor to 
10/16/2002. Redeemable at our 
optlon after 10/15/2002 ln 
whole or ln part at $25.00 
per deposltary share plus 
accrued and unpald dlvldends. 

Cannot be redeemed prlor to 
9/27/2006. Redeemable at our 
optlon after 9/26/2006 ln 
whole or ln part at $25.00 
per deposltary share plus accrued 
and unpald dlvldends. 

Net Shares Outstandlng Shareholders of Record 2001 Market Prlce 2000 Market Prlce 

Stock 

ZS> 

Common 
5% Cumulatlve Preferred 
$4.50 Cumulatlve Preferred 
$4.30 Cumulatlve Preferred 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A 
7.50% Cumulative Preferred, 

Serles 2001-A/1/ 

/1/Issued September 27, 2001. 
</TABLE> 

<PAGE> 

2001 

ZC> 

457' 124' 303 
407,718 
103,976 
836,585 

2, 000,000 

12,000,000 

13 

2000 2001 2000 

ZC> ZC> ZC> ZC> 

471,019,659 19,226 19,468 $69.98 
407,718 1' 183 1' 254 41.5 0 
103,976 242 2 69 66.20 
836,585 513 542 63.00 

2, 000,000 201 228 27.50 

N/A 15 N/A 25.87 

Household Internatlonal, Inc. 
and Subsldlarles 

Common and Preferred Stock Informatlon (contlnued) 

<TABLE> 
<CAPTION> 

Year ended December 31, unless otherwlse lndlcated 

<S> 
Market Value Share of Common Stock (Hlgh-Low prlces 

Flrst Quarter 
Second Quarter 
Thlrd Quarter 
Fourth Quarter 
Yearly range 
Year-end close 
Composlte common shares traded 
Average dally volume 

Shares Outstandlng at December 31 
Common 
5% Cumulatlve Preferred/2/ 
$4.50 Cumulatlve Preferred/2/ 
$4.30 Cumulatlve Preferred/2/ 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A/1/ 
7.50% Cumulatlve Preferred, 

Serle:J 2001 A/1, 3/ 
7.35% Preferred, Serles 1993-A/1/ 

Shareholders of Record at December 31 
Common 
5% Cumulatlve Preferred/2/ 
$4.50 Cumulatlve Preferred/2/ 
$4.30 Cumulatlve Preferred/2/ 
8 1/4% Cumulatlve Preferred, 

Serles 1992-A/1/ 
7.50% Cumulatlve Preferred, 

Serles 2001-A/1, 3/ 
7.35% Preferred, Serles 1993-A/1/ 

on NYSE) 

2001 2000 

<C> <C> 

62.00-52.00 39.19-29.50 
69.98-57.45 48.19-37.63 
69.49-48.00 57.44-41.00 
61.40-51.29 56.94-43.88 
69.98-48.00 57.44-29.50 

57.94 55.00 
563,070,100 408,751,400 

2,270,444 1,622,029 

457,124,303 471,019,659 
407,718 407,718 
103,976 103,976 
836,585 836,585 

2,000,000 2,000,000 

12,000,000 

19' 226 19,468 
1,183 1' 254 

242 2 69 
513 542 

2 01 228 

15 

Low Low 

ZC> <.C> ZC> 

$48.00 $57.44 $29.50 
30.00 37.00 29.00 
56. 75 65.25 50.00 
53.25 62.63 50.00 

24.50 26.63 25.25 

23.00 

1999 1998 1997 

<C> <C> <C> 

46.69-38.69 47.79-37.71 36.08-28.33 
52.31-42.00 52.56-41.67 39.15-26.21 
50.19-36.19 53.69-35.25 43.33-36.15 
48.00-35.81 40.50-23.00 43.21-36.13 
52.31-35.81 53.69-23.00 43.33-26.21 

37.25 39.63 42.54 
390,575,200 454,878,500 302,551,200 

1,549,902 1, 805,073 1,195,854 

467,911,445 483,137' 739 485,351,517 
407,718 407,718 
103,976 103,976 
836,585 836,585 

2,000,000 2,000,000 2,000,000 

4,000,000 

19,991 20,584 10,239 
1' 3 63 1,329 

288 283 
592 380 

25 8 3 09 356 

247 
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Total 21,380 

</TABLE> 
/1/ Per deposltary share. 
/2/ The 5%, $4.50 and $4.30 Cumulatlve Preferred Stock was lssued by Household 

to replace Beneflclal preferred stock outstandlng at the tlme of the 
merger. The lnformatlon presented for these preferred shares lS for the 
perlod subsequent to the merger. 

/3/ Issued September 27, 2001. 

14 
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Item 6. Selected Flnanclal Data. 

Household Internatlonal, Inc. and Subsldlarles 
SELECTED FINANCIAL DATA AND STATISTICS 
(UNAUDITED and RESTATED) 

<TABLE> 
<CAPTION> 
All dollar amounts except per share data are stated ln mllllons. 

<S> <C> 
Statement of Income Data-Year Ended December 31 

Exhlblt 13 

2001 

<C> 

21' 7 61 

2000 

Net lnterest margln and other revenues 9,606.5 7,905.4 
Provlslon for credlt losses on owned recelvables 2,912.9 2, 116.9 
Operatlng expenses 3,572.6 3,027.3 
Pollcyholders' beneflts 302.6 261. 7 
Merger and lntegratlon related costs 
Income taxes 970.8 868.9 

Net $ 1,847.6 $ 1, 630.6 

Per Common Share Data 
Baslc earnlngs 
Dlluted earnlngs 
Dlvldends declared 
Book value 

Average number of common and common 
equivalent shares outstanding (3 ', 

Selected Flnanclal Rat los 
Owned Basls: 
Return on average owned assets 
Return on average common shareholders' 
Total shareholders' equlty as a percent 
Net lnterest margln 
Efflclency ratlo 
Consumer net charge-off ratlo 
Reserves as a percent of recelvables 

equlty 
of owned 

Reserves as a percent of net charge-offs 
Reserves as a percent of nonperformlng loans 
Common dlvldend payout ratlo 
Managed Basls: (6) 
Return on average managed assets 

assets(5) 

Tanglble shareholders' equlty to tanglble managed assets (7) (5) 
Common and preferred preferred securltles as 

a percent of 
Net lnterest margln 
Efflclency ratlo 
Consumer net charge-off ratlo 
Reserves as a percent of recelvables 
Reserves as a percent of net charge-offs 
Reserves as a percent of nonperformlng loans 

</TABLE> 

3.97 
3.91 

. 85 
18.69 

468.1 

2.26% 
24 .1 I 4 I 

10.43 (4) 
7.85 
38.4 
3.32 
3.33 

110. 5 
91. 0 
21.7 

1. 83 
7.57 

8. 44 I 4 I 
8. 44 
34.3 
3.73 
3.78 

110. 7 
105.0 

(1) On June 30, 1998, Household merged wlth Beneflclal Corporatlon 
("Beneflclal"), a consumer flnance holdlng company. In connectlon wlth the 
merger, Household lssued approxlmately 168.4 mllllon shares of lts common stock 
and three serles of preferred stock. The transactlon was accounted for as a 
poollng of lnterests and, accordlngly, the consolldated flnanclal statements for 
all perlods prlor to the merger have been restated to lnclude the flnanclal 
results of Beneflclal. 

(2) Excludlng merger and lntegratlon related costs of $751.0 mllllon after-tax 
and the $118.5 mllllon after-tax galn on sale of Beneflclal's Canadlan 
operatlons, net lncome was $1,114.3 mllllon, dlluted operatlng 
eurnlng8 per 8hure .21, the return on uveruge owned 2.22 
percent, the return on average common shareholders' equlty was 1.79 percent, the 
owned basls efflclency ratlo was 45.2 percent, the dlvldend payout ratlo was 
27.1 percent, the return on average managed assets was 1.54 percent and the 
managed basls efflclency ratlo was 37.6 percent. 

(3) Share repurchases to our share totaled 17.4 
mllllon shares ($916. mllllon) ln 2001, 5.4 
2000 and 16.8 mllllon shares ($712.9 mllllon) ln 1999. Shares repurchased to 
fund varlous employee beneflt programs totaled 5.0 mllllon shares ($203.0 
mllllon) ln 1999 and 10.5 mllllon shares ($412.0 mllllon) ln 1998. 

(4) On January 1, 2001, we adopted Statement of Flnanclal Accountlng Standards 

3.44 
3.40 

. 7 4 
16.28 

4 7 6. 2 

2.35% 
23.2 

11.15 
7.68 
39.6 
3.18 
3.14 

109.9 
90.2 
21.7 

1. 85 
7.13 

8. 81 
8.05 
34.5 
3. 64 
3.65 

111.1 
107.0 
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22,492 22,885 10,842 

1999 1998(1) 1997(1) 

<C> <C> <C> 

6,616.4 6,294.7 5,966.9 
1, 716.4 1,516.8 1,493.0 
2,513.0 2,653.5 2,864.9 

258.1 238.2 255.9 
1,000.0 

700.6 404.4 444.2 

$ 1,428.3 481.8 (2) 908.9 

2.98 . 9 6 1. 90 
2.95 . 94 I 2 I 1. 86 

. 68 . 60 . 54 
13.33 12.47 12.42 

4 81. 8 496.4 479.1 

2.55% . 9 6% 12 I 1.97% 
23.2 7. 6 I 2 I 17.0 

11.21 12.55 13. 94 
7.74 7.22 7.08 
39.5 60. 3 I 2 I 50.2 
3.67 3. 7 6 3.39 
3. 3 6 3.92 4.25 

101.1 112.6 126.7 
87.5 100.3 113.2 
23.1 63. 8 I 2 I 29.0 

1. 92 . 66 I 2 I 1. 34 
6. 7 6 6.91 6.77 

8. 4 8 9.13 9. 14 
8 .19 7.78 7. 67 
33.9 so. 4 I 2 I 41. 9 
4.13 4.29 3. 84 
3.72 3.99 3.99 
98.2 94. 4 109.8 

100.1 109.5 115.5 
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No. 133, "Accountlng for Derlvatlve Flnanclal Instruments and Hedglng 
Actlvltles," whlch requlres unreallzed galns and losses on cash flow hedglng 
lnstruments to be recorded ln shareholders' equlty, net of tax. These unreallzed 
galns and losses represent tlmlng dlfferences and Wlll result ln no net economlc 
lmpact to our earnlngs. Excludlng unreallzed galns and losses on cash flow 

lnstruments ln 2001, return on average common shareholders' equlty was 
percent, total shareholders' equlty as a percentage of owned assets was 

10.98 percent and total shareholders' equlty as a percentage of managed assets 
8.88 percent. 

(5) The ratlo of common and preferred equlty and trust preferred securltles as a 
percentage of owned and managed assets and the ratlo of tanglble equlty to 
tanglble managed assets are non-GAAP ratlos that are used by ratlng agencles as 
a measure to evaluate capltal adequacy. These ratlos may dlffer from slmllarly 
named measures presented by other companles. Because of lts long-term nature and 
our ablllty to defer dlvldends, ratlng agencles conslder trust preferred 
securltles as equlty ln calculatlng these ratlos. 

(6) We monltor our operatlons and evaluate trends on both an owned basls as 
shown ln our hlstorlcal flnanclal statements and on a managed basls. Managed 
basls reportlng adJustments assume that securltlzed recelvables have not been 
sold and are stlll on our balance sheet. See page 3 for further lnformatlon on 
managed basls reportlng. 

(7) Tanglble shareholders' equlty conslsts of total shareholders' equlty, 
excludlng unreallzed galns and losses on lnvestments and cash flow hedglng 
lnstruments, less acqulred lntanglbles and goodwlll. Tanglble managed assets 
represents total managed assets less acqulred lntanglbles and goodwlll and 
derlvatlve assets. 

(8) In 2001, we sold approxlmately $1 bllllon of credlt card recelvables as a 
result of dlscontlnulng our partlclpatlon ln the Goldflsh credlt card program 
and purchased a $725 mllllon prlvate label portfollo. In 2000, we acqulred real 
estate secured portfollos totallng $3.7 bllllon. In 1998, we sold $1.9 bllllon 
of non-core MasterCard and Vlsa recelvables and also sold Beneflclal's German 
and Canadlan operatlons whlch had net recelvables of $272 mllllon and $775 
mllllon, respectlvely. 
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Household Internatlonal, Inc. and Subsldlarles 
SELECTED FINANCIAL DATA AND STATISTICS 
(UNAUDITED and RESTATED) 
(CONTINUED) 

<TABLE> 
<CAPTION> 
All dollar amounts except per share data 
are stated ln mllllons. 

<S> 

2001 2000 

<C> <C> <C> 

19 99 

Owned Basls Balance Sheet Data at December 31 
Total assets 88,910.9 $ 76,309.2 $ 60,451.8 
Recelvables: (8) 

Domestlc: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Comrnerclal and other 

Total domestlc 

Forelgn: 
Real estate secured 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Comrnerclal and other 

Total forelgn 

Total owned recelvables: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Comrnerclal and other 

Totul owned recelvuble8 

Deposlts 
Comrnerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt 
Company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts 

Preferred stock 
Common shareholders' equlty(3) 

Managed Basls Balance Sheet at December 31(6) 
Total assets 
Managed recelvables: ( 8) 

42,473.8 
2,368.9 
6,966.7 
9,853.4 

11,736.7 
505.2 

33,920.0 
1,850.6 
5,846.9 
8,671.5 
9,950.3 

596.3 

73,904.7 $ 60,835.6 

1,383.0 1,259.7 
1,174.5 2,206.7 
1,810.5 1,675.8 
1,600.3 1,377.8 

1.7 2.3 

5,970.0 6,522.3 

43,856.8 35,179.7 
2,368.9 1,850.6 
8,141.2 8,053.6 

11,663.9 10,347.3 
13,337.0 11,328.1 

506.9 598.6 

70,874.7 $ 67,357.0 

6,562.3 8,676.9 
12,024.3 10,787.9 
56,823.6 45,053.0 

975.0 675.0 
455.8 164.4 

7,842.9 7,667.2 

$ 109,858.9 $ 96,558.7 

23,571.7 
1,233.5 
4,146.6 
8,546.7 
7,469.8 

8 04.5 

$ 45,772.8 

1,090.2 
2,167.8 
1,573.0 
1,681.8 

3. 8 

6,516.6 

24,661.9 
1,233.5 
6,314.4 

10,119.7 
9,151.6 

808.3 

$ 52,280.4 

4,980.0 
10,777.8 
34,887.3 

375.0 
164.4 

6,237.0 

$ 79,890.7 

1998(1) 

<C> 

$52,647.7 

17,474.1 
805.0 

5,327.8 
8,051.0 
5,573.3 

84 4. 0 

$ 38,075.2 

1,218.6 
1,852.4 
1,515.0 
1,535.3 

9. 4 

6,130.7 

18,692.7 
805.0 

7,180.2 
9,566.0 
7,108.6 

853.4 

$ 44,205.0 

2,105.0 
9,917.9 

30,438.6 

375.0 
164.4 

6,065.6 

$ 72,349.6 
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1997(1) 

<C> 

$ 46,638.5 

12,348.5 
487.5 

5,523.4 
7,457.0 
5,018.7 
1,249.6 

$ 32,084.7 

1,437.7 
1,351.3 
1,899.9 
1,804.4 

104. 0 

6,597.3 

13,786.2 
487.5 

6,874.7 
9,356.9 
6,823.1 
1,353.6 

$ 38,682.0 

2,344.2 
10,666.1 
23,736.2 

175.0 
2 64.5 

6,060.4 

$ 71,117.0 
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Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 

44,718.6 36,637.5 26,935.5 
6,395.5 4,563.3 3,039.8 

17,395.2 17,583.4 15,793.1 
13,813.9 11,997.3 11,269.7 

Personal non-credlt card 
Commerclal and other 

17,992.6 16,227.3 13,881.9 
506.9 598.6 808.3 

Total managed recelvables $ 100,822.7 $ 87,607.4 $ 71,728.3 

</TABLE> 
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Item 7. Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results 
of Operatlons. 

Household Internatlonal, Inc. and Subsldlarles 

Management's Dlscusslon and Analysls of Flnanclal Condltlon and Results of 
Operatlons 

Household Internatlonal, Inc. ("Household") lS prlnclpally a non-operatlng 
holdlng company. Through lts subsldlarles, Household provldes mlddle-market 
consumers wlth real estate secured loans, auto flnance loans, MasterCard* and 
Vlsa* credlt cards, prlvate label credlt cards and personal non-credlt card 
loans. We also offer tax refund antlclpatlon loans ("RAL's") ln the Unlted 
States and credlt and speclalty lnsurance products ln the Unlted States, Unlted 
Klngdom and Canada. Household may also be referred to ln Management's Dlscusslon 
and Analysls of Flnanclal Condltlon and Results of Operatlons ("MD&A") as "we", 
"us", or "our". Our operatlons are dlvlded lnto three reportable segments: 
Consumer, Credlt Card Servlces and Internatlonal. Our Consumer segment conslsts 
of our consumer lendlng, mortgage servlces, retall servlces and auto flnance 
buslnesses. Our Credlt Card Servlces segment conslsts of our domestlc MasterCard 
and Vlsa credlt card buslness. Our Internatlonal segment conslsts of our forelgn 
operatlons ln the Unlted Klngdom ("U.K.") and Canada. At December 31, 2001, our 
owned recelvables totaled $79.9 bllllon. 

RESTATEMENT 

Household Internatlonal, Inc. has restated lts consolldated flnanclal statements 
for the years ended December 31, 1999, 2000 and 2001. We belleve thls Form 10-K 
and the exhibits included herewith include all adjustments relating to the 
restatement for all such prlor perlods. The restatement relates to 
MasterCard/Vlsa co-brandlng and af=lnlty credlt card relatlonshlps and a 
marketlng agreement wlth a thlrd party credlt card marketlng company. All 
part of our Credlt Card Servlces segment. In consultatlon wlth our prlor 
audltors, Arthur Andersen LLP, we treated payments made ln connectlon wlth these 
agreements that were entered lnto between 1992 and 1999 as prepald assets and 
amortlzed them ln accordance wlth the underlylng economlcs of the agreements. 
Our current audltors, KPMG LLP, have advlsed us that, ln thelr Vlew, these 
payments should have elther been charged agalnst earnlngs at the tlme they were 
made or amortlzed over a shorter perlod of tlme. We belleve thls lS a good falth 
dlfference of oplnlon but are followlng the advlce of our current audltors. 
There lS no slgnlflcant change as a result of these adJustments on the prlor 
perlod net earnlngs trends prevlously reported. The balance of retalned earnlngs 
at December 31, 1998 has been restated from amounts prevlously reported to 
reflect a retroactlve charge of $155.8 mllllon, after tax, for these ltems. 

The cumulatlve restatement relates to the followlng perlods: 
<TABLE> 
<CAPTION> 

Dollar amounts are 
stated ln mllllons. 

<S> 
2001 
2000 
19 99 
1994-1998 

</TABLE> 

Pre-Tax 

<C> 
$1120.21 

I 11 o. 9 I 
I 91. 8 I 

1245. o I 

Restatements to Reported Income 

Tax Effect After Tax 

<C> <C> 
$44.3 17 5. 9 I 

4 0. 8 17 o. 1 I 
33. 7 15 8. 1 I 
89.2 I 155. 8 I 

The lmpact of these amounts to reported dlluted earnlngs per share was as 
follows: 
<TABLE> 
<CAPTION> 

<S> 
2001 
2000 
19 99 

</TABLE> 

As Reported 

<C> 
$4.08 

3.55 
3.07 

Restated 

<C> 
$3.91 

3.40 
2.95 

% Change 
to Reported 

<C> 
13. 9 I% 
I 4.1 I 
13. 9 I 
I 3. 8 I 

We monltor our operatlons and evaluate trends on a managed basls whlch assumes 
that securltlzed recelvables have not been sold and are stlll on our balance 
sheet. We manage our operatlons on a managed basls because the recelvables that 
we securltlze are subJected to underwrltlng standards comparable to our owned 
portfollo, are servlced by operatlng personnel wlthout regard to ownershlp and 

22,330.1 
1,765.3 

16,610.8 
10,377.5 
11,970.6 

853.4 

$ 63,907.7 

19,824.8 
883.4 

19,211.7 
10,381.9 
11,505.1 
1,353.6 

$ 63,160.5 
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% Change from Prlor Perlod Net Income 

As Reported As Restated 

<C> <C> 
13.1% 13.3% 
14.4 14.2 
28.5 28.3 
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result ln a slmllar credlt loss exposure for us. In addltlon, we fund our 
operatlons, revlew our operatlng results and make declslons about allocatlng 
resources such as employees and capltal on a managed basls. See "Asset 
Securltlzatlons" on pages 23 to 24 and Notes 5, "Asset Securltlzatlons," and 21, 
"Segment Reportlng," to the accompanylng consolldated flnanclal statements for 
addltlonal lnformatlon related to our buslnesses and our securltlzatlons. 

The followlng dlscusslon of our flnanclal condltlon and results of operatlons 
presented on an owned basls of reportlng. On an owned basls of reportlng, net 
lnterest margln, provlslon for credlt losses and fee lncome resultlng from 
securltlzed recelvables are lncluded as components of securltlzatlon revenue. 

Crltlcal Accountlng Pollcles 

The consolldated flnanclal statements are prepared ln accordance wlth accountlng 
prlnclples generally accepted ln the Unlted States. We follow accountlng 
guldance promulgated by the AICPA Accountlng and Audlt Gulde for Flnance 
Companles versus bank regulatory accountlng pronouncements as we are not a bank 
holdlng company. Based on the speclflc customer segment we serve, we belleve the 
pollcles used are approprlate and =alrly present the flnanclal posltlon of 
Household. 

The slgnlflcant accountlng pollcles used ln preparatlon of our flnanclal 
statements are more fully descrlbed ln Note 1 to the consolldated flnanclal 
statements on pages 42 to 46. Certaln crltlcal accountlng pollcles are complex 
and lnvolve slgnlflcant JUdgment by our management, lncludlng the use of 
estlmates and assumptlons whlch af=ect the reported amounts of assets, 
llabllltles, revenues and expenses. As a result, changes ln these estlmates and 
assumptlons could slgnlflcantly af=ect our flnanclal posltlon or our results of 
operatlons. We base our estlmates on hlstorlcal experlence and on varlous other 
assumptlons that are belleved to be reasonable under the clrcumstances, the 
results of whlch form the basls for maklng JUdgments about the carrylng values 
of assets and llabllltles. Actual results may dlffer from these estlmates under 
dlfferent assumptlons or condltlons. 

We belleve that of our slgnlflcant accountlng pollcles, the followlng lnvolve a 
hlgh degree of JUdgment and complexlty ln the preparatlon of our consolldated 
flnanclal statements: 

*MasterCard lS a reglstered trademark of MasterCard Internatlonal, Incorporated 
and Vlsa lS a reglstered trademark of VISA USA, Inc. 
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Provlslon and Credlt Loss Reserves Provlslon for credlt losses on owned 
recelvables lS made ln an amount sufflclent to malntaln credlt loss reserves at 
a level consldered adequate to cover probable losses of prlnclpal, lnterest and 
fees, lncludlng late, overllmlt and annual fees, ln the exlstlng owned 
portfollo. Probable losses are estlmated for consumer recelvables based on 
contractual dellnquency and hlstorlcal loss experlence. For commerclal loans, 
probable losses are calculated uslng estlmates of amounts and tlmlng of future 
cash flows expected to be recelved on loans. In addltlon, loss reserves on 
consumer recelvables are malntalned to reflect our JUdgment of portfollo rlsk 
factors, such as economlc condltlons, bankruptcy trends, product mlx, geographlc 
concentratlons and other slmllar ltems. Charge-off and customer account 
management pollcles are also consldered when establlshlng loss reserve 

to ensure allowances exlst for products wlth longer 
perlods and customers benefltlng from account management 

declslons. Loss reserve estlmates are revlewed perlodlcally and adJustments are 
reported ln earnlngs when they become known. The use of dlfferent estlmates 
assumptlons could produce dlfferent provlslons for credlt losses. 

Recelvables Sold and Servlced Wlth Llmlted Recourse and Securltlzatlon Revenue 
Upon sale, securltlzed recelvables are removed from the balance sheet and a galn 
on sale lS recognlzed for the dlfference between the carrylng value of the 
recelvables and the adJusted sales proceeds. The adJusted sales proceeds 
lncludes cash recelved and the present value estlmate of future cash flows to be 
recelved over the llves of the sold recelvables. Future cash flows are based on 
estlmates of prepayments, the lmpact of lnterest rate movements on ylelds of 
recelvables and securltles lssued, dellnquency of recelvables sold, servlclng 
fees and estlmated probable losses under the recourse provlslons based on 
hlstorlcal experlence and estlmates of expected future performance. These future 
cash flows are recorded ln the form of an lnterest-only strlp recelvable. Our 
lnterest-only strlp recelvables are reported at falr value uslng dlscounted cash 
flow estlmates as a separate component of recelvables, net of our estlmate of 
probable losses under the recourse provlslons. Cash flow estlmates lnclude 
estlmates of prepayments, the lmpact of lnterest rate movements on ylelds of 
recelvables and securltles lssued, dellnquency of recelvables sold, servlclng 
fee8 und e8tlmuted probuble under the recour8e provl8lOn8. Unreullzed 
galns and losses are recorded as adJustments to common shareholders• equlty ln 
accumulated other comprehenslve lncome, net of lncome taxes. Any decllne ln the 
value of our lnterest only strlp recelvable, whlch lS deemed to be other than 
temporary, lS charged agalnst current earnlngs. The key assumptlons used to 
value lnterest-only strlp recelvables represent our best estlmate and the use of 
dlfferent estlmates or assumptlons could produce dlfferent flnanclal results. 

Flnanclal Condltlon and Results of Operatlons 

Operatlons Summary 
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Our net lncome lncreased 13 percent ln 2001 to $1.8 bllllon, compared to 
$1.6 bllllon ln 2000 and $1.4 bllllon ln 1999. Strong revenue growth, 
drlven by slgnlflcant recelvable growth across all buslnesses, was the key 
to our lmproved results ln both years. Partlally offsettlng the revenue 
growth were hlgher operatlng expenses as a result of the recelvable growth, 
lncreased lnvestments ln sales and collectlon and hlgher 
technology spendlng. The provlslon for credlt also lncreased ln both 
years as a result of portfollo growth and uncertaln economlc condltlons. 
Our dlluted earnlngs per share lncreased 15 percent ln 2001 to $3.91, 
compared to $3.40 ln 2000 and $2.95 ln 1999. 

Owned recelvables grew 19 percent to $79.9 bllllon ln 2001. Growth was 
strongest ln our consumer lendlng and mortgage servlces buslnesses, 
especlally ln our real estate secured portfollo, and ln our auto flnance 
and prlvate label buslnesses. We antlclpate that owned recelvable growth 
for 2002, as a percentage, Wlll be less than 2001 as we remaln cautlous 
a result of the current economlc envlronment and we move to securltlze 
addltlonal recelvables to manage our llquldlty posltlon. 

Our return on average common shareholders' equlty ("ROE") was 24.1 
percent ln 2001, compared to 23.2 percent ln both 2000 and 1999. Our return 
on average owned assets ("ROA'') was 2.26 percent ln 2001, compared to 2.35 
percent ln 2000 and 2.55 percent ln 1999. The sllght decrease ln our ROA ln 
2001 reflects the shlft ln our portfollo mlx to lower margln, real estate 
secured recelvables whlch hlstorlcally have produced lower losses than 
unsecured products. 
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Our owned net lnterest margln was 7.85 percent ln 2001, compared to 7.68 
percent ln 2000 and 7.74 percent ln 1999. In 2001, the lncrease was 
prlmarlly due to lower fundlng costs as a result of easlng ln Unlted States 
monetary pollcy durlng the year. Fed fund rates were reduced 11 tlmes for a 
total of 475 basls polnts durlng 2001. In 2000, the decrease reflects our 
contlnulng shlft to lower margln real estate secured recelvables and hlgher 
lnterest costs due to hlgher lnterest rates. In 2002, we expect net 
lnterest margln as a percent of recelvables to be hlgher on average than ln 
2001 as we beneflt from the full-year lmpact of the 2001 rate reductlons. 
We expect some mlnor contractlon late ln the year as we belleve the Federal 
Reserve Wlll ralse rates. 

Our owned consumer charge-of= ratlo was 3.32 percent ln 2001, compared to 
3.18 percent in 2000 and 3.67 percent in 1999. Our delinquency ratio was 
4.53 percent at December 31, 2001, compared to 4.26 percent at December 31, 
2000. Both ratlos were negatlvely affected ln 2001 by the weakenlng 
economy. We expect the economy to remaln weak and total portfollo 
charge-offs to lncrease through the flrst two or three quarters of 2002. We 
expect the economy to recover slowly and charge-offs to decllne modestly 
the latter part of the year. 

Durlng 2001, we recorded owned loss provlslon greater than charge-offs of 
$502.9 mllllon, lncreaslng our owned loss reserves to an all-tlme hlgh of 
$2.7 bllllon. Loss provlslon reflected our contlnued recelvable growth, 
recent lncreases ln personal bankruptcy flllngs and contlnued uncertalnty 
over the lmpact of the weakenlng economy on charge-off and dellnquency 
trends. 

Our owned basls efflclency ratlo was 38.4 percent ln 2001, 39.6 percent ln 
2000 and 39.5 percent ln 1999. The efflclency ratlo lS the ratlo of 

to the sum of our net lnterest margln and other revenues 
' beneflts. The ratlos for both years reflect lnvestments 

ln personnel, technology and marketlng. In 2001, these addltlonal costs 
were offset by growth ln net revenues. In 2000, the ratlo lncluded hlgher 
e-commerce costs. 

Segment Results - Managed Basls 

The followlng summarlzes operatlng results for our reportable operatlng segments 
for 2001 compared to 2000 and 1999. See Note 21, "Segment Reportlng," to the 
accompanylng consolldated flnanclal statements for addltlonal segment 
lnformatlon. 

Our Consumer segment reported net lncome of $1.3 bllllon ln 2001, 
compared to $1.3 bllllon ln 2000 and $1.0 bllllon ln 1999. Net lnterest 
margln, fee lncome and other revenues lncreased $1.0 bllllon to $6.6 
bllllon ln 2001 as a resuslt of strong recelvable growth. The hlgher 
revenues were prlmarlly offset by hlgher credlt loss provlslon and 
spendlng. Our credlt loss provlslon rose $.6 bllllon to $2.6 bllllon as a 
result of lncreased levels of recelvables and the weakenlng economy. Durlng 
2001, we recorded managed loss provlslon greater than charge-offs of $.4 
bllllon to lncrease loss reserves. Hlgher salary expenses, lncludlng hlgher 

lncentlve compen8utlon, were the re8ult of lncreu8ed recelvuble 
levels, addltlonal collectors, and lnvestments ln the growth of our 
buslnesses. Managed recelvables grew to $75.6 bllllon at year-end 2001, up 
20 percent from $63.1 bllllon ln 2000 and $49.4 bllllon ln 1999. The 
managed recelvable growth was drlven by solld growth ln all products wlth 
the strongest growth ln our real estate secured recelvables. In 2000, ln 
addltlon to organlc growth, we took advantage of consolldatlon ln 
the home by acqulrlng two real estate secured portfollos 
totallng bllllon. Return on average managed assets ("ROMA") was 1.88 
percent ln 2001, compared to 2.16 percent ln 2000 and 2.11 percent ln 1999. 
The decllne ln the ratlos reflect hlgher loan loss provlslon and the 
contlnued shlft ln our portfollo to lower margln real estate secured 
recelvables. 
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Our Credlt Card Servlces segment also reported lmproved results as net 
lncome lncreased to $291.7 mllllon ln 2001, compared to $144.6 mllllon ln 
2000 and $94.7 mllllon ln 1999. These lncreases were due prlmarlly to 
lncreased net lnterest margln and hlgher fee lncome whlch lncreased $.5 
bllllon to $2.6 bllllon from hlgher levels of recelvables. Net lnterest 
margln as a percent of average recelvables lncreased sharply ln 2001 
result of lower fundlng costs and prlclng floors on certaln varlable rate 
credlt card products whlch capped rate reductlons. Thls growth was 
partlally offset by hlgher credlt loss provlslon whlch lncreased $.1 
bllllon to $1.2 bllllon and lncreased operatlng expenses, partlcularly 
salary expenses assoclated wlth the hlgher recelvable levels. Marketlng 
expenses were also hlgher ln 2001 as a result of lncreased marketlng 
lnltlatlves for almost all of our credlt card products. Managed recelvables 
grew to $17.2 bllllon at year-end 2001, compared to $16.0 bllllon ln 2000 
and $13.9 bllllon ln 1999. Growth ln the AFL-CIO's Unlon Plus/R/ ("UP") 
portfollo, our afflnlty card relatlonshlp wlth the AFL-CIO labor 
federatlon, and our nonprlme portfollo, whlch lncludes both the subprlme 
Renalssance and the near prlme Household Bank branded base portfollos, 
drove the lncrease ln loans. The lncrease ln nonprlme recelvables reflects 
the contlnued beneflts of the February 2000 purchase of Renalssance 
Holdlngs, Inc. ("Renalssance"', for approxlmately $300 mllllon ln common 
stock and cash. We dld, however, dellberately slow the pace of growth ln 
our Renalssance portfollo ln early 2001 ln antlclpatlon of the weakenlng 
economy. Average GM Card(R) recelvables lncreased ln both 2001 and 2000 as 
we contlnued to beneflt from the March 2000 launch of the new GM Card(R). 
We added over 600,000 new GM Card(R) accounts ln both years. We contlnue to 
work wlth GM on lnltlatlves to promote lncreased card usage and enhance the 
potentlal for future growth. Credlt card growth ln both years was partlally 
offset by attrltlon ln our legacy undlfferentlated Household Bank branded 
portfollo on whlch we have llmlted marketlng efforts. ROMA lmproved to 
1.72 percent, compared to .92 percent ln 2000 and .64 percent ln 1999. 

Our Internatlonal segment reported net lncome of $204.1 mllllon ln 2001, 
compared to $230.1 mllllon ln 2000 and $218.7 mllllon ln 1999. Net lncome 
ln 2001 lncludes negatlve forelgn exchange lmpacts of $8.8 mllllon. The 
decrease ln 2001 net lncome reflects lower net lnterest margln as a 
percentage of recelvables ln the U.K. and hlgher salarles and occupancy 
costs assoclated wlth our branch expanslon efforts. The decllne ln the net 
lnterest margln ratlo was due to lower ylelds on prlvate label recelvables 
and a change in the portfolio mix. These decreases were partially offset by 
hlgher lnsurance revenues and hlgher other lncome resultlng from payment by 
Centrlca to dlscontlnue our partlclpatlon ln the JOlnt Goldflsh credlt card 
program as descrlbed below. In 2000, hlgher revenues as a result of 
recelvable growth were only offset by hlgher salary expense. 
Managed recelvables totaled .2 bllllon at year-end 2001, compared to $7.8 
bllllon ln 2000 and $7.6 bllllon ln 1999. In 2001, the strongest growth was 
ln our real estate secured and prlvate label portfollos. Thls growth was 
offset by reductlons ln our MasterCard and Vlsa portfollo resultlng from 
the dlscontlnuatlon of the Goldflsh program and the related sale of 
approxlmately $1.0 bllllon ln recelvables. In 2000, the strongest growth 
was ln our MasterCard and Vlsa portfollo ln the Unlted Klngdom. 
Marbles(TM), our Internet-based credlt card that was launched ln October 
1999, was the prlmary contrlbutor to the growth. ROMA was 2.36 percent 
2001, compared to 2.71 percent ln 2000 and 2.57 percent ln 1999. 

In August 2001, we reached agreement wlth Centrlca, our partner 
the Goldflsh credlt card, to dlscontlnue our 

JOlnt card program. As part of thls agreement, ln 
sold approxlmately $1.0 bllllon ln credlt card recelvables to Centrlca and 
recelved a payment of $72 mllllon from the former JOlnt venture partner 
whlch was partlally offset by $40 mllllon ln costs, lncludlng the wrlte-off 
of our lnvestment ln the JOlnt venture as well as other capltallzed costs 
dlrectly related to our exlt =rom the program. We Wlll contlnue to servlce 
the recelvables on an lnterlm basls, for a fee, untll Centrlca's systems 
and platforms are ln place. A=ter the converslon, whlch we ln the 
second half of 2002, we Wlll recelve a remalnlng payment of mllllon. 
The settlement agreement and ongolng effects Wlll not have a materlal 
lmpact on future earnlngs. 
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Balance Sheet Revlew 

Owned assets totaled $88.9 bllllon at December 31, 2001 and $76.3 bllllon at 
year-end 2000. Owned recelvables may vary from perlod to perlod dependlng on the 
tlmlng and slze of securltlzatlon transactlons. We had lnltlal securltlzatlons 
of $5.5 bllllon of recelvuble8 ln 2001 und $7.0 bllllon ln 2000. We refer to 
securltlzed recelvables that are servlced for lnvestors and are not on our 
balance sheet as our off-balance sheet portfollo. 

Recelvables growth has been a key contrlbutor to our 2001 results. The strongest 
growth was ln our real estate secured portfollo. Growth ln our owned portfollo 
lS shown ln the followlng table: 

<TABLE> 
<CAPTION> 

All dollar amounts are stated 
Increase (Decrease) 

ln 2001/2000 
Increase (Decrease) 

2000/1999 
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ln mllllons December 31, 2001 

<S> <C> <C> <C> <C> 
Owned recelvables: 
Real estate secured 43,856.8 8,677.1 25% 10,517.8 
Auto flnance 2,368.9 518.3 28 617.1 
MasterCard/Vlsa 8,141.2 87.6 1 1,739.2 
Prlvate label 11,663.9 1,316.6 13 227.6 
Personal non-credlt card I 1 I 13,337.0 2,008.9 18 2, 176.5 
Commerclal and other 506.9 I 91. 7 I I 15 I 12 09. 7 I 

Total $ 79,874.7 $ 12,516.8 19% $ 15,068.5 

</TABLE> 
(1) Personal non-credlt card recelvables lncluded PHL's of $4.1 bllllon at 

December 31, 2001 and $3.0 bllllon at December 31, 2000. 

Real estate secured recelvables lncreased $8.7 bllllon to $43.9 bllllon 
durlng 2001 as a result of growth ln our HFC and Beneflclal branches and 
mortgage servlces buslness. Durlng 2001, we lncreased our branch sales 
force by almost 750 account executlves and lncreased the focus on tralnlng, 
motlvatlng and retalnlng our account executlves. These efforts, comblned 
wlth the centrallzed lead management and polnt of sale system ln our 
branches, resulted ln hlgher productlvlty per account executlve and were a 
prlmary drlver of the recelvable growth. Reduced competltlon also 
contrlbuted to the growth ln both our branch and our mortgage servlce 
buslnesses. Durlng 2001, we also tlghtened underwrltlng and lncreased 
emphasls flrst llen mortgages. 

Our auto flnance buslness reported strong, but controlled, growth durlng 
2001, lncreaslng recelvables by $.5 bllllon to $2.4 bllllon at December 31, 
2001, whlle ralslng cutoff scores and malntalnlng strlngent underwrltlng 
crlterla. A strong market, larger and more efflclent sales force, lncreased 
dealer penetratlon and strong Internet also contrlbuted to the 
growth. Durlng 2001, we also securltlzed .6 bllllon of auto flnance 
recelvables as compared to $1.9 bllllon ln 2000. 

MasterCard and Vlsa recelvables lncreased sllghtly to $8.1 bllllon durlng 
2001. Our UP portfollo reported strong growth due to new accounts and 
balance transfers. Our nonprlme portfollo, whlch lncludes both the subprlme 
Renalssance and the near-prlme new Household Bank branded base 
also grew. Growth was offset by the sale of the approxlmately 
Goldflsh credlt card portfollo ln the U.K. and contlnued attrltlon, as 
expected, ln our legacy undlf=erentlated Household Bank branded base 
portfollo. Durlng 2001, we also securltlzed $.3 bllllon (excludlng 
replenishments) of MasterCard and Visa receivables as compared to $2.0 
bllllon ln 2000. 

Prlvate label recelvables lncreased 13 percent to $11.7 bllllon durlng 
2001. Growth was prlmarlly due to organlc growth by exlstlng merchants, but 
was also attrlbutable to the addltlon of new merchants and a $725 mllllon 
portfollo acqulsltlon ln the =ourth quarter. Focused marketlng efforts, 
lncludlng formatlon of dedlcated marketlng teams for our larger merchants, 
and focused use of promotlons, especlally for our mld-slze merchants, 
contrlbuted to the organlc growth. Strong sales growth by several of our 
larger merchants also contrlbuted to the lncrease ln recelvables. Durlng 
2001 and 2000, we securltlzed $.5 bllllon (excludlng replenlshments) of 
prlvate label recelvables. 

21 

<PAGE> 

Personal non-credlt card recelvables lncreased 18 percent due to growth ln 
our domestlc consumer flnance branches. As mentloned earller, ln 2001, we 
lncreased our branch sales force by almost 750 account executlves and 
lncreased our focus on tralnlng, motlvatlng and retalnlng our account 
executlves. Our centrallzed lead management and polnt of sale system and 
lmproved customer retentlon also contrlbuted to our strong branch growth. 

Personal non-credlt card recelvables are comprlsed of the followlng: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
Domestlc personal unsecured 
UP personal unsecured 
Personal homeowner loans 
Forelgn unsecured 

Total 

</TABLE> 

<C> 

2001 

6,547.4 
1,067.7 
4,121.6 
1,600.3 

$ 13,337.0 

<C> 

2000 

6,180.8 
779.9 

2,989.6 
1,377.8 

$ 11,328.1 

Personal unsecured loans (cash loans wlth no securlty) are made to 
customers who do not quallfy =or a real estate secured or personal 
homeowner loan ("PHL"). The average personal unsecured loan lS 
approxlmately $5,000 and 80 percent of the portfollo lS closed-end wlth 
terms ranglng from 12 to 60 months. The UP personal unsecured loans are 
part of our afflnlty relatlonshlp wlth the AFL-CIO and are underwrltten 
slmllar to other personal unsecured loans. The average PHL lS approxlmately 
$15,000. PHL's typlcally have terms of 120 or 180 months and are 
subordlnate llen, home equlty loans wlth hlgh (100 percent or more) 
comblned loan-to-value ratlos whlch we underwrlte, prlce and classlfy 
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unsecured loans. Because recovery upon foreclosure lS unllkely after 
satlsfylng senlor llens and paylng the expenses of foreclosure, we do not 
conslder the collateral as a source for repayment ln our underwrltlng. 
Hlstorlcally, these loans have performed better from a credlt loss 
perspectlve than tradltlonal unsecured loans as consumers are more llkely 
to pay secured loans than unsecured loans ln tlmes of flnanclal dlstress. 
Durlng 2001, we dellberately slowed growth ln the personal unsecured 
product and emphaslzed growth ln PHL's. Durlng 2001, we also securltlzed 
$2.1 bllllon of personal non-credlt card recelvables as compared to $2.6 
bllllon ln 2000. 

We reach our customers through many dlfferent dlstrlbutlon channels and our 
growth strategles vary across product llnes. The consumer lendlng buslness 
orlglnates real estate and personal non-credlt card products through lts 
retall branch network, dlrect mall, telemarketlng, strateglc alllances and 
Internet appllcatlons. The mortgage servlces buslness orlglnates and 
purchases real estate secured volume prlmarlly through brokers and 
correspondents. Prlvate label credlt card volume lS generated through 
merchant promotlons, appllcatlon dlsplays, Internet appllcatlons, dlrect 
mall and telemarketlng. Auto =lnance loan volume lS generated prlmarlly 
through dealer relatlonshlps =rom whlch lnstallment contracts are 
purchased. Addltlonal auto flnance volume lS generated through dlrect 
lendlng whlch lncludes alllance partner referrals, Internet appllcatlons 
and dlrect mall. MasterCard and Vlsa loan volume lS generated prlmarlly 
through dlrect mall, telemarketlng, Internet appllcatlons, appllcatlon 
dlsplays, promotlonal actlvlty assoclated wlth our co-brandlng and afflnlty 
relatlonshlps, mass medla advertlsements (GM Card(R)) and merchant 
relatlonshlps sourced through our retall servlces buslness. We also 
supplement lnternally-generated recelvable growth wlth portfollo 
acqulsltlons. 

We also are actlve ln cross-selllng more products to our exlstlng 
customers. Thls opportunlty for recelvable growth results from our broad 
product array, recognlzed brand names, varled dlstrlbutlon channels, and 
large, dlverse customer base. As a result of these cross-selllng 
lnltlatlves, we lncreased our products per customer by almost 20 percent ln 
2001. Products per customer lS a measurement of the number of products held 
by an lndlvldual customer whose borrowlng relatlonshlp wlth Household 
consldered ln good standlng. Products lnclude all loan and lnsurance 
products. 
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From time to time we offer customers with outstanding personal non-credit 
card loans who meet our current underwrltlng standards the opportunlty to 
convert thelr loans lnto real estate secured loans. Thls enables our 
customers to have to addltlonal credlt at lower lnterest rates. Thls 
also reduces our potentlal loss exposure and lmproves our portfollo 

unsecured loans become secured ln nature. We 
00 mllllon of personal non-credlt card loans lnto 
ln 2001 and $350 mllllon ln 2000. It lS not 

practlce to re-wrlte or reclasslfy any dellnquent secured loans (real 
estate or auto) lnto personal non-credlt card loans. 

The Internet lS also an lncreaslngly lmportant dlstrlbutlon channel and lS 
enabllng us to expand lnto necv customer segments, lmprove dellvery ln 
lndlrect dlstrlbutlon and serve current customers ln a more cost-effectlve 
manner. Recelvables orlglnated Vla the Internet were $3.3 bllllon at 
December 31, 2001, a 450 percent lncrease over December 31, 2000. At 
December 31, 2001, over 925,000 accounts were orlglnated or servlced Vla 
the Internet. We are loan appllcatlons Vla the Internet 
for all of our products to serve our customers 
entlrely on-llne or ln comblnatlon wlth our other dlstrlbutlon channels. 

The owned consumer two-months-and-over contractual dellnquency ratlo was 
4.53 percent at December 31, 2001, compared to 4.26 percent at December 31, 
2000. The owned consumer net charge-off ratlo was 3.32 percent ln 2001, 
compared to 3.18 percent ln 2000 and 3.67 percent ln 1999. As expected, 
dellnquency and charge-off ratlos lncreased durlng 2001. We expect 
manageable lncreases ln both dellnquency and charge-off to contlnue durlng 
the flrst two or three quarters of 2002 and then decllne modestly ln the 
latter part of the year. 

Our owned credlt loss reserves were $2.7 bllllon at December 31, 2001, 
compared to $2.1 bllllon at December 31, 2000. Credlt loss reserves as a 
percent of owned recelvables cvere 3.33 percent at December 31, 2001, 
compared to 3.14 percent at year-end 2000. 

In connectlon wlth our share repurchase program, we repurchased 17.4 
mllllon shares of our common stock for a total of $916.3 mllllon durlng 
2001. Slnce announclng our share repurchase program ln March 1999, we have 
repurchased 39.6 mllllon shares for a total of $1.8 bllllon. On May 9, 
2001, we unnounced u new two yeur $2 bllllon common :Jtock repurchu:Je 

Thls new program went lnto effect on January 1, 2002 and replaced 
bllllon stock repurchase program whlch explred on December 31, 2001. 

Our total shareholders' equlty (lncludlng company obllgated mandatorlly 
redeemable preferred securltles of subsldlary trusts and excludlng 
unreallzed galns and losses on cash flow lnstruments ln 2001) to 
owned assets ratlo was 11.22 percent at 31, 2001, compared to 
11.15 percent at December 31, 2000. 

Results of Operatlons 

Unless noted otherwlse, the followlng dlscusses amounts reported ln our owned 
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basls statements of 

Net Interest Margln Our net lnterest margln on an owned basls lncreased to $5.8 
bllllon ln 2001, up from $4.7 bllllon ln 2000 and $3.8 bllllon ln 1999. Growth 
ln average lnterest-earnlng assets resulted ln hlgher net lnterest margln 
dollars ln both years. In 2001, the lncrease was also due to lower fundlng 
costs, partlally offset by an ensulng reductlon ln the rates we charge to our 
customers. The Federal Reserve reduced lnterest rates 11 tlmes for a total of 
475 basls polnts durlng 2001. In 2000, better prlclng was partlally offset by 
hlgher lnterest costs. In 2000, the Federal Reserve ralsed lnterest rates 3 
tlmes for a total of 100 basls polnts. In 2002, we expect net lnterest margln as 
a percent of recelvables to be hlgher on average than ln 2001 as we beneflt from 
the full-year lmpact of the 2001 rate reductlons. We expect some mlnor 
contractlon late ln the year as we belleve the Fed Wlll ralse rates. 
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As a percent of average lnterest-earnlng assets, net lnterest margln was 7.85 
percent ln 2001, 7.68 percent ln 2000 and 7.74 percent ln 1999. On a percentage 
basls, net lnterest margln ln both years was lmpacted by a shlft ln the 
portfollo to lower margln real estate secured recelvables. In 2001, the lmpact 
of thls shlft was more than offset by lower lnterest costs. In 2000, hlgher 
lnterest costs also contrlbuted to the decrease ln the ratlo. 

Our net lnterest margln on a managed basls lncludes flnance lncome earned on our 
owned recelvables as well as on our securltlzed recelvables. Thls flnance lncome 
lS offset by lnterest expense on the debt recorded on our balance sheet as well 
as the contractual rate of return on the lnstruments lssued to lnvestors when 
the recelvables were securltlzed. l1anaged basls net lnterest margln lncreased to 
$7.9 bllllon ln 2001, up from $6.4 bllllon ln 2000 and $5.5 bllllon ln 1999. As 
a percent of average managed lnterest-earnlng assets, net lnterest margln was 
8.44 percent ln 2001, 8.05 percent ln 2000 and 8.19 percent ln 1999. Recelvable 
growth contrlbuted to the dollar lncreases ln both years. The lncrease ln the 
ratlo ln 2001 was prlmarlly the result of lower lnterest costs. The decrease ln 
the ratlo ln 2000 reflects the contlnued shlft ln the portfollo to lower margln 
real estate secured recelvables and hlgher lnterest costs due to lncreases ln 
lnterest rates, partlally offset by lmproved prlclng ln our MasterCard and Vlsa 
portfollo. 

Net lnterest margln as a percent o= recelvables on a managed basls lS greater 
than on an owned basls because auto flnance and MasterCard and Vlsa recelvables, 
whlch have wlder spreads, are a larger portlon of the off-balance sheet 
portfollo than of the owned portfollo, whlch prlmarlly conslsts of lower margln 
real estate secured loans. 

We are able to adJust our prlclng on many of our products, whlch reduces our 
exposure to changes ln lnterest rates. Durlng 2001, we beneflted from reductlons 
ln fundlng costs, whlch were greater than the correspondlng reductlon ln 
prlclng. At December 31, 2001 and 2000, we estlmated that our after-tax earnlngs 
would decllne by about $77 and $81 mllllon, respectlvely, followlng a gradual 
200 basls polnt lncrease ln lnterest rates over a twelve month perlod. 

See the net lnterest margln tables on pages 33 to 35 for addltlonal lnformatlon 
regardlng owned basls and managed basls net lnterest margln. 

Provlslon for Credlt Losses The provlslon for credlt losses lncludes current 
perlod net credlt losses and an amount whlch we belleve lS sufflclent to 
malntaln reserves for losses of prlnclpal, lnterest and fees, lncludlng late, 
overllmlt and annual fees, at a level that reflects known and lnherent losses 
the portfollo. 

At December 31, 2001, our owned loss reserve was at an all-tlme hlgh, desplte a 
contlnued shlft ln our portfollo mlx to real estate secured loans. Durlng 2001, 
we recorded owned loss provlslon $502.9 mllllon greater than charge-offs. Loss 
provlslon ln 2001 reflected our contlnued recelvable growth, recent lncreases ln 
personal bankruptcy flllngs, and contlnued uncertalnty over the lmpact of the 
weakenlng economy on charge-off and dellnquency trends. Addltlonally, growth 
our recelvables and portfollo seasonlng ultlmately result ln a hlgher dollar 
loss reserve requlrement. Loss provlslon was $195.5 mllllon greater than 
charge-offs ln 2000, prlmarlly due to recelvable growth. Loss provlslons are 
based on an estlmate of lnherent losses ln our loan portfollo. See "Credlt Loss 
Reserves" for further dlscusslon and overall methodology for determlnlng loss 
provlslon and loss reserves. 

The provlslon for credlt losses totaled $2.9 bllllon ln 2001, compared to $2.1 
bllllon ln 2000 and $1.7 bllllon ln 1999. Recelvables growth ln both years and a 
weakened economy ln 2001 contrlbuted to a hlgher provlslon. The provlslon for 
credlt losses may vary from year to year, dependlng on a varlety of factors 
lncludlng the amount of securltlzatlons ln a partlcular perlod, economlc 
condltlons and hlstorlcal dellnquency roll-rates of our loan products and our 
product Vlntage analyses. 
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As a percent of average owned recelvables, the provlslon was 4.00 percent, 
compared to 3.50 percent ln 2000 and 3.59 percent ln 1999. In 2001, the lncrease 
ln thls ratlo reflects hlgher charge-offs, lncludlng bankruptcy charge-offs, and 
addltlons to loss reserves, both resultlng from the weakenlng economy. In 2000, 
the decllne ln thls ratlo reflects lmproved credlt quallty as secured loans, 
whlch have a lower loss experlence, represented a larger percentage of our owned 
portfollo. Thls decllne came ln splte of an lncrease ln overall charge-off 
dollars as a result of recelvable growth ln the prlor year. Run-off of our 
legacy undlfferentlated Household Bank branded MasterCard and Vlsa portfollo, 
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whlch had hlgher loss rates, also contrlbuted to the decllne 2000. 

See the "Analysls of Credlt Loss Reserves Actlvlty" on pages 31 and 32 for 
addltlonal lnformatlon regardlng our owned basls and managed basls loss 
reserves. 

Other Revenues Total other revenues on an owned basls were $3.8 bllllon ln 
2001, $3.2 bllllon ln 2000 and $2.8 bllllon ln 1999 and lncluded the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Securltlzatlon 
Insurance revenue 
Investment lncome 
Fee lncome 
Other Income 

Total other revenues 

</TABLE> 

20 01 

(RESTATED) 
<C> 

1,762.9 
662.4 
167.7 
903.5 
322.5 

$ 3,819.0 

2000 19 99 

(RESTATED) (RESTATED) 
<C> <C> 

1,459.3 1,365.8 
561. 2 534.6 
17 4. 2 168.8 
760.2 546.2 
228.8 223.8 

$ 3,183.7 $ 2,839.2 

Securltlzatlon revenue lS the result of the securltlzatlon of our recelvables 
and lncludes lnltlal and replenlshment galns on sale, net of our estlmate of 
probable credlt losses under the recourse provlslons, as well as servlclng 
revenue and excess spread. Securltlzatlon revenue was $1.8 bllllon ln 2001, 
compared to $1.5 bllllon ln 2000 and $1.4 bllllon ln 1999. The lncreases were 
due to hlgher average securltlzed recelvables and changes ln the mlx of 
recelvables lncluded ln these transactlons. Securltlzatlon revenue Wlll vary 
each year based on the level and mlx of recelvables securltlzed ln that 
partlcular year (whlch Wlll lmpact the gross lnltlal galns and related estlmated 
probable credlt losses under the recourse provlslons) as well as the overall 
level and mlx of prevlously securltlzed recelvables (whlch Wlll lmpact servlclng 
revenue and excess spread). The estlmate for probable credlt losses for 
securltlzed recelvables lS lmpacted by the level and mlx of current year 
securltlzatlons because securltlzed recelvables wlth longer llves may requlre a 
hlgher over-the-llfe loss provlslon than recelvables securltlzed wlth shorter 
llves dependlng upon loss estlmates and severltles. 

Securltlzatlon revenue lncluded the followlng: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> 
Net lnltlal galns 
Net replenlshment galns 
Servlclng revenue and excess spread 

Total 

</TABLE> 

2001 

(RESTATED) 
<C> 

165.7 
407.5 

1,189.7 

$ 1, 762.9 

2000 

(RESTATED) 
<C> 

17 0. 1 
328.4 
960.8 

$ 1,459.3 

1999 

(RESTATED) 
<C> 

111. 1 
254.1 

1,000.6 

$ 1,365.8 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and requlre frequent sales of new recelvables lnto the trust to replace 
recelvable run-off. 

The change ln our lnterest-only strlp recelvables, net of the related loss 
reserve and excludlng the mark-to-market adJustment recorded ln accumulated 
other comprehenslve lncome, was $100.6 mllllon ln 2001, $59.0 mllllon ln 2000 
and $34.0 mllllon ln 1999. 

See Note 1, "Summary of Slgnlflcant Accountlng Pollcles," and Note 5 "Asset 
Securltlzatlons," to the consolldated flnanclal statements for further 
lnformatlon on asset securltlzatlons. 

Insurance revenue was $662.4 mllllon ln 2001, $561.2 mllllon ln 2000 and $534.6 
mllllon ln 1999. The lncreases reflect lncreased sales on a larger loan 
portfollo and lmproved customer acceptance and retentlon rates. Durlng 2001, we 
announced that we Wlll dlscontlnue the sale of slngle premlum credlt lnsurance 
on real estate secured recelvables ln favor of offerlng a flxed monthly premlum 
lnsurance product. The rollout of thls lnsurance product began ln the fourth 
quarter of 2001 and was substantlally completed ln the flrst quarter of 2002. 
Thls change lS not expected to have a materlal lmpact on our results of 
operatlons for 2002. 
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Investment lncome lncludes lnterest lncome on lnvestment securltles ln the 
lnsurance buslness as well as reallzed galns and losses from the sale of 
lnvestment securltles. Investment lncome was $167.7 mllllon ln 2001, $174.2 
mllllon ln 2000 and $168.8 mllllon ln 1999. In 2001, the decrease was prlmarlly 
due to lower lnterest lncome, prlmarlly resultlng from lower ylelds, partlally 
offset by hlgher average lnvestment balances. In 2000, the lncrease was 
prlmarlly due to hlgher lnterest lncome, prlmarlly resultlng from hlgher average 
lnvestment balances and hlgher ylelds. 

Fee lncome lncludes revenues from =ee-based products such as credlt cards. Fee 
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lncome was $903.5 mllllon ln 2001, $760.2 mllllon ln 2000 and $546.2 mllllon ln 
1999. The lncreases were prlmarlly due to hlgher credlt card fees. Fee lncome 
Wlll also vary from year to year dependlng upon the amount of securltlzatlons ln 
a partlcular perlod. 

See Note 21, 
statements for 

accompanylng consolldated flnanclal 
fee lncorne on a managed basls. 

Other lncome, whlch lncludes revenue from our refund lendlng buslness, was 
$322.5 mllllon ln 2001, $228.8 rnllllon ln 2000 and $223.8 mllllon ln 1999. RAL 
lncome was $198.3 mllllon ln 2001, $132.7 mllllon ln 2000 and $130.6 mllllon 
1999. The lncrease ln 2001 also re=lects lncome of $32 mllllon, net of costs 
dlrectly related to our exlt from the Goldflsh credlt card program, ln 
connectlon wlth the agreement wlth Centrlca to dlscontlnue our partlclpatlon 
the program. 

Costs and Expenses Total costs and expenses lncreased 18 percent to $3.9 
bllllon ln 2001, compared to $3.3 bllllon ln 2000 and $2.8 bllllon ln 1999. 
Expenses on an owned basls are the same as expenses on a managed basls. 
Hlgher expenses were the result of hlgher recelvable levels and lncreased 
operatlng, technology, marketlng, and personnel spendlng dlrectly related to 
the recelvable growth. Acqulsltlons durlng the flrst half of 2000 also 
contrlbuted to lncreased expenses over the prlor years. Our efflclency ratlo 
was 38.4 percent ln 2001, compared to 39.6 percent ln 2000 and 39.5 percent 
ln 1999. 

Total costs and expenses lncluded the followlng: 

<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 

2001 

<C> <C> 

2000 

(RESTATED) (RESTATED) 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve expenses 
Amortlzatlon of acqulred lntanglbles and goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

</TABLE> 

$ 1,597.2 
273.2 
337.4 
4 90.4 
716.8 
157.6 
3 02. 6 

$ 3,875.2 

$ 1,312.1 
203.6 
306.6 
44 3. 6 
595.0 
166.4 
261. 7 

$ 3,289.0 

Salarles and frlnge beneflts were S1.6 bllllon ln 2001, $1.3 bllllon ln 2000 and 
$1.0 bllllon ln 1999. The lncreases were prlmarlly due to addltlonal stafflng at 
all buslnesses, lncludlng the lrnpact of acqulsltlons. In 2001, we lncreased 
sales, collectlon, customer servlce and technology stafflng levels at all 
buslnesses to support our growth. Branch expanslon efforts ln the Unlted Klngdom 
and Canada also contrlbuted to the lncrease ln 2001. In 2000, addltlonal 
stafflng to support growth and collectlon efforts ln our consumer lendlng 
buslness, whlch contrlbuted to lncreased recoverles and collectlons and lmproved 
the portfollo performance of our recelvables, also contrlbuted to the lncrease 
over the prlor year. Growth ln our credlt card buslness, lncludlng the lmpact of 
acqulsltlons, also contrlbuted to the lncrease ln 2000. 

Sales lncentlves were $273.2 mllllon ln 2001, $203.6 mllllon ln 2000 and $145.9 
mllllon ln 1999. The lncreases were prlmarlly due to hlgher sales volumes 
branches. 

Occupancy and equlpment expense was $337.4 mllllon ln 2001, $306.6 rnllllon ln 
2000 and $270.9 mllllon ln 1999. The lncreases were prlmarlly due to growth ln 
our support facllltles. In 2001, we also added new branches ln the Unlted 
Klngdom and Canada. In 2000, we opened a new call center ln Tampa, Florlda and 
acqulred other facllltles ln the flrst half of the year. These facllltles have 
supported our recelvable growth. 
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Other marketlng expenses lnclude payments for advertlslng, dlrect mall programs 
and other marketlng expendltures. These expenses were $490.4 mllllon ln 2001, 
$443.6 mllllon ln 2000 and $346.9 mllllon ln 1999. The lncreases were prlmarlly 
due to lncreased credlt card marketlng lnltlatlves, largely ln the U.S. 
MasterCard and Vlsa portfollo. 

Other servlclng and admlnlstratlve expenses were $716.8 mllllon ln 2001, $595.0 
mllllon ln 2000 and $550.6 mllllon ln 1999. In 2001, the lncrease was prlmarlly 
due to hlgher collectlon and consultlng expenses, REO and fraud losses, and 
costs assoclated wlth prlvacy malllngs to comply wlth new leglslatlon. In 2000, 
the lncreu8e prlmurlly due to e commerce lnltlutlve8 und lncreu8ed 
resultlng from the acqulsltlon of Renalssance and two real estate secured loan 
portfollos. 

Amortlzatlon of acqulred lntanglbles and goodwlll was $157.6 mllllon ln 2001, 
$166.4 mllllon ln 2000 and $150.0 mllllon ln 1999. In 2001, the decrease was 
attrlbutable to reductlons ln acqulred lntanglbles. In 2000, the lncrease was 
attrlbutable to hlgher goodwlll amortlzatlon resultlng from the Renalssance 
acqulsltlon. Upon adoptlon of Statement of Flnanclal Accountlng Standards No. 
142, ''Goodwlll and Other Intanglble Assets" on January 1, 2002, amortlzatlon of 
goodwlll recorded ln past buslness comblnatlons ceased. The adoptlon lS expected 
to lncrease net lncome by approxlmately $45 mllllon, or $.10 per share, 
annually. 
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1999 

<C> 
(RESTATED) 

$ 1,048.7 
14 5. 9 
270.9 
34 6. 9 
550.6 
150.0 
258.1 

$2,771.1 
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Pollcyholders' beneflts were $302.6 mllllon ln 2001, $261.7 mllllon ln 2000 and 
$258.1 mllllon ln 1999. The lncreases are conslstent wlth the lncrease 
lnsurance revenues resultlng from lncreased pollcy sales. 

Income taxes. The effectlve tax rate was 34.4 percent ln 2001, 34.8 percent ln 
2000 and 32.9 percent ln 1999. 

Credlt Quallty 

Dellnquency and Charge-offs Our dellnquency and net charge-off ratlos reflect, 
among other factors, changes ln the mlx of loans ln our portfollo, the quallty 
of our recelvables, the average age of our loans, the of our collectlon 
efforts, bankruptcy trends and general economlc condltlons. Real estate secured 
recelvables, whlch have a slgnlflcantly lower charge-off rate than unsecured 
recelvables, represented 55 percent of our total owned recelvables at December 
31, 2001 and 52 percent at December 31, 2000. The levels of personal 
bankruptcles also have a dlrect ef=ect on the asset quallty of our overall 
portfollo and others ln our lndustry. 

Our credlt and portfollo management procedures focus on rlsk-based prlclng and 
effectlve collectlon efforts for each loan. We have a process whlch we belleve 
glves us a reasonable basls for predlctlng the credlt quallty of new accounts. 
Thls process lS based on our experlence wlth numerous marketlng, credlt and rlsk 
management tests. We also belleve that our frequent and early contact wlth 
dellnquent customers, as well as pollcles deslgned to manage customer 
relatlonshlps, such as reaglng dellnquent accounts to current ln speclflc 
sltuatlons, are helpful ln maxlmlzlng customer collectlons. 

We have been preparlng for an economlc slowdown slnce late 1999. Throughout 2000 
and 2001, we emphaslzed real estate secured loans whlch hlstorlcally have a 
lower loss rate as compared to our other loan products, grew senslbly, tlghtened 
underwrltlng pollcles, reduced unused credlt llnes, strengthened rlsk model 
capabllltles and lnvested heavlly ln collectlons capablllty by addlng over 2,500 
collectors. As a result, 2001 charge-off and dellnquency performance has been 
well wlthln our expectatlons. 
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Our consumer charge-off and nonaccrual pollcles vary by product as follows: 

<TABLE> 
<CAPTION> 

Product 

<S> 
Real estate 
secured 

Auto flnance 

MasterCard 
and Vlsa 

Prlvate label 

Personal non
credlt card 

</TABLE> 

Charge-off Polley 

<C> 
Carrylng values ln excess of net reallzable value 
are charged off at the tlme of foreclosure or when 
settlement lS reached wlth the borrower. 

Carrylng values ln excess of net reallzable value 
are charged off at the earller of the followlng: 

the collateral has been repossessed and sold, 
the collateral has been ln our possesslon 
for more than 90 days, or 
the loan becomes 150 days contractually 
dellnquent. 

Charged off at 6 months contractually dellnquent. 

Charged off at months contractually dellnquent. 

Charged off at months contractually dellnquent 
and no payment recelved ln 6 months, but ln no 
event to exceed 12 months. 

Nonaccrual Polley 

<C> 
Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually past due and resumed when 
the recelvable becomes less than 3 months 
contractually past due. 

Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually past due and resumed when 
the recelvable becomes less than 2 months 
contractually past due. 

Interest accrues untll charge-off. 

Interest accrues untll charge-off. 

Interest lncome accruals are suspended when 
prlnclpal or lnterest payments are more than 
months contractually dellnquent. For PHL's, 
lnterest lncome accruals resume lf the recelvable 
becomes less than three months contractually 
past due. For all other personal non-credlt card 
recelvables, lnterest lncome lS recorded as 
collected. 

Charge-offs may occur sooner for certaln consumer recelvables lnvolvlng a 
bankruptcy. 

Our churge off pollcle8 focu8 on muxlmlzlng the urnount of collected from u 
customer whlle not lncurrlng excesslve collectlon expenses on a customer who 
Wlll llkely be ultlmately uncollectlble. We belleve our pollcles are responslve 
to the speclflc needs of the customer segment we serve. Our real estate and auto 
flnance charge-off pollcles conslder customer behavlor ln that lnltlatlon of 
foreclosure or repossesslon actlvltles often prompts repayment of dellnquent 
balances. Our collectlon procedures and charge-off perlods, however, are 
deslgned to avold ultlmate foreclosure or repossesslon whenever lt lS reasonably 
economlcally posslble. Our MasterCard and Vlsa charge-off pollcy lS conslstent 
wlth credlt card lndustry practlce. Charge-off perlods for our personal 
non-credlt card and prlvate label products were deslgned to be responslve to 
customer needs and may be longer than bank competltors who serve a dlfferent 
market. Our pollcles have been conslstently applled and there have been no 
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slgnlflcant changes to any of our pollcles durlng any of the perlods reported. 
Our loss reserve estlmates conslder our charge-off pollcles to ensure 
approprlate reserves exlst for products wlth longer charge-off llves. We belleve 

charge-off pollcles are approprlate and result proper loss recognltlon. 

Our pollcles for consumer recelvables permlt reset of the contractual 
dellnquency status of an account to current, subJect to certaln llmlts, lf a 
predetermlned number of consecutlve payments has been recelved and there lS 
evldence that the reason for the dellnquency has been cured. Such reaglng 
pollcles vary by product and are deslgned to manage customer relatlonshlps and 

collectlons. 

See "Credlt Quallty Statlstlcs" on pages 29 and 30 for further lnformatlon 
regardlng owned basls and managed basls dellnquency, charge-offs and 
nonperformlng loans. 
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Consumer Two-Month-and-Over Contractual Dellnquency Ratlos - Owned Basls 
<TABLE> 
<CAPTION> 

2001 Quarter End 2000 Quarter End 

<S> <C> <C> <C> <C> <C> 
Real estate secured 2.63% 2.71% 2.59% 2.55% 2.58% 
Auto flnance 2.92 2.43 2.35 1. 74 2. 4 6 
MasterCard/Vlsa 5.67 5.22 4.80 5.02 4.90 
Prlvate label 5.99 6.57 6.54 5. 62 5. 60 
Personal non-credlt card 9. 04 8.75 8. 7 9 8.79 7.99 

Total Owned 4.53% 4.58% 4.48% 4.36% 4.26% 

</TABLE> 

See "Credlt Quallty Statlstlcs - Managed Basls" on page 30 for addltlonal 
lnformatlon regardlng our managed basls credlt quallty. 

<C> 
2. 71% 
1. 96 
4. 89 
5. 64 
7.77 

4.29% 

Our consumer dellnquency ratlos at year-end remalned stable compared to the 
thlrd quarter and lncreased modestly compared to the prlor year. These lncreases 
were wlthln our expectatlons. All products were negatlvely affected by the 
weakenlng economy durlng the fourth quarter. The lncrease ln auto flnance 
delinquency also reflects historical seasonal trends. These increases were 
partlally offset by decreases ln real estate secured dellnquency due to lmproved 
collectlons. The sequentlal quarter comparlson beneflted from seasonal 
recelvable growth ln MasterCard and Vlsa and prlvate label recelvables, as well 
as a prlvate label portfollo acqulsltlon ln the quarter. Addltlonally, our 
MasterCard and Vlsa portfollo was negatlvely lmpacted by the December removal of 
the Goldflsh accounts, whlch had very low dellnquency. 

Compared to a year ago, the weakenlng economy contrlbuted to hlgher dellnquency 
ratlos ln all products. In our real estate secured portfollo, these lncreases 
were partlally offset by beneflts =rom the growlng percentage of loans on whlch 
we hold a flrst llen posltlon as these loans have lower dellnquency rates than 
other loans. Though dellnquency ln our total MasterCard and Vlsa portfollo 
lncreased over the prlor year due ln part to the removal of the Goldflsh 
accounts, dellnquency ln our subprlme portfollo lrnproved. Durlng 2001, we 
lmproved underwrltlng selectlon crlterla ln our subprlme MasterCard and Vlsa 
portfollo by bulldlng systems whlch better exclude certaln hlgh-rlsk customers 
from sollcltatlons. 

Consumer Net Charge-off Ratlos - Owned Basls 
<TABLE> 
<CAPTION> 

2001 Quarter Annuallzed 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Total Owned 

</TABLE> 

card 

Full Year 
20 01 

<C> 
.52% 

4.00 
8.17 
5.59 
6. 81 

3.32% 

<C> <C> <C> <C> 
. 64% . 51% . 4 8% .43% 

4. 91 3.72 3.26 3.93 
7.90 8.28 8.33 8.17 
6.12 5.94 5.25 5.02 
6. 97 7.27 6. 84 6. 12 

3.43% 3.43% 3.26% 3.12% 

Full Year 
2000 

<C> 
. 42% 

3.29 
6.55 
5.34 
7.02 

3.18% 

See "Credlt Quallty Statlstlcs - Managed Basls" on page 30 for addltlonal 
lnformatlon regardlng our managed basls credlt quallty. 

Durlng the fourth quarter, our net charge-off ratlos contlnued to be lmpacted by 
the weakenlng economy. Hlgher loss severltles on repossessed vehlcles due to a 
weak market for used and hlstorlcal seasonal trends also contrlbuted to the 
lncreases ln our auto flnance port=ollo. We expect lmprovement ln the used car 
market ln 2002. However, we expect the economy to remaln weak and total 

charge-offs to lncrease the flrst two or three of 
expect the economy to recover and charge-offs to 

modestly ln the latter part of the year. 
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<C> <C> 
2. 64% 2.90% 
1. 84 1. 90 
4.30 4.17 
5.81 6. 03 
8.23 9 .1 0 

4.25% 4.58% 

2000 Quarter Annuallzed 

<C> <C> <C> <C> 
. 3 9% . 39% . 44% . 4 8% 

3.90 2.88 2.90 3.42 
7. 3 6 5.99 6.32 6.48 
5.03 5.18 5.46 5.70 
5.82 7.05 7.85 7. 64 

2.98% 3.01% 3. 27% 3.53% 
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Full Year 
1999 

<C> 
.51% 

3. 4 2 
7.95 
5.60 
6.50 

3. 67% 
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The lncreases ln charge-off ratlos for the year also reflect the weakenlng 
economy. These lncreases were partlally offset by lmproved collectlons ln our 
real estate secured, prlvate label and personal non-credlt card portfollos as a 
dlrect result of lncreaslng the slze of our collectlon staff, especlally ln our 
branch network. The lncrease ln the auto flnance ratlo was due ln part to hlgher 
loss severltles on repossessed vehlcles. The lncrease ln the MasterCard and Vlsa 
ratlo reflects a hlgher percentage of subprlme recelvables ln the portfollo. 
Though subprlme charge-off rates decllned throughout 2001, these recelvables 
contlnue to have hlgher loss rates than other MasterCard and Vlsa recelvables. 

Our total 2001 net charge-off ratlos reflected the posltlve lmpact of the 
growlng percentage of real estate secured recelvables, whlch have a lower 
charge-off ratlo than other products, ln our portfollo. Assumlng 1999 product 
mlx, net charge-offs would have been approxlmately 45 basls polnts hlgher ln 
2001 and 30 basls polnts hlgher ln 2000. 

In 2000, all products, except personal non-credlt card loans, reported lmproved 
charge-off ratlos compared to 1999. Our MasterCard and Vlsa portfollo reported 
the strongest lmprovement ln 2000 a result of slgnlflcant decreases ln 
charge-off dollars ln our legacy undlfferentlated Household Bank and GM 
portfollos and ln bankruptcy charge-offs. Charge-off dollars for all products 
were up ln 2000. 

In February, 1999, the four federal banklng regulatory agencles revlsed thelr 
guldellnes for classlflcatlon of credlt based on dellnquency status and mandated 
speclfled tlmeframes for recognlzlng losses ln consumer loan portfollos. These 
regulatory pollcy changes, whlch apply only to products wlthln our banklng 
subsldlarles and became effectlve October 1, 2000, dld not result ln a 
slgnlflcant modlflcatlon to any of our establlshed reaglng or charge-off 
pollcles. Therefore, the appllcatlon of the new rules dld not have a materlal 
lmpact on our flnanclal statements or the way we manage our buslnesses. 

Credlt Loss Reserves We malntaln credlt loss reserves to cover probable losses 
of prlnclpal, lnterest and fees, lncludlng late, overllmlt and annual fees. 
Credlt loss reserves are based on a range of estlmates and lntended to be 
adequate but not excesslve. We estlmate losses for consumer recelvables based 
dellnquency status and past loss experlence. In addltlon, we provlde loss 
reserves on consumer recelvables to reflect our assessment of portfollo rlsk 
factors whlch may not be fully reflected ln the statlstlcal calculatlon whlch 
uses roll rates and mlgratlon analysls. These rlsk factors lnclude bankruptcy 
trends, recent growth, product mlx, economlc condltlons, and current levels 
charge-off and dellnquency. Whlle our credlt loss reserves are avallable to 
absorb losses ln the entlre portfollo, we speclflcally conslder the credlt 
quallty and other rlsk factors for each of our products, whlch lnclude real 
estate secured, auto finance, Master Card and Visa and private label credit 
cards and personal non-credlt cards. We recognlze the dlfferent lnherent loss 
characterlstlcs and rlsk management/collectlon practlces ln each of these 
products. Charge-off and customer account management pollcles are also 
consldered when establlshlng loss reserve requlrements to ensure the approprlate 
reserves exlst for products wlth longer charge-off perlods and for customers 
benefltlng from account management declslons. We also conslder key ratlos such 
as reserves to nonperformlng loans and reserves as a percentage of charge-offs 
ln developlng our loss reserve estlmate. Loss reserve estlmates are revlewed 
perlodlcally and adJustments are reported ln earnlngs when they become known. 
These estlmates are lnfluenced by =actors outslde of our control, such as 
economlc condltlons and consumer payment patterns. As a result, there lS 
uncertalnty lnherent ln these estlmates, maklng lt reasonably posslble that they 
could change. 

At December 31, 2001, our owned loss reserve was at an all-tlme hlgh, desplte a 
contlnued shlft ln our portfollo mlx to secured loans. Durlng 2001, we recorded 
owned loss provlslon $502.9 mllllon than charge-offs. Loss provlslon ln 
2001 reflected our contlnued growth, recent lncreases ln personal 
bankruptcy flllngs, and contlnued uncertalnty over the lmpact of the weakenlng 
economy on charge-off and dellnquency trends. Addltlonally, growth ln our 
recelvables and portfollo seasonlng ultlmately result ln a hlgher loss reserve 
requlrement. Loss provlslon was $195.5 mllllon greater than charge-offs ln 2000, 
prlmarlly due to recelvable growth. Loss provlslons are based on an estlmate of 
lnherent losses ln our loan portfollo. 

30 

<PAGE> 

The followlng table sets forth owned basls credlt loss reserves for the perlods 
lndlcated: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Owned credlt loss reserves 
Reserves as a percent of recelvables 
Reserves as a percent of net charge-offs 
Reserves as a percent of nonperformlng loans 

</TABLE> 

<C> 

2001 2000 

<C> 
2,663.1 2,111.9 

3.33% 3. 14% 
110. 5 109.9 

91. 0 90.2 

Reserves as a percentage of recelvables ln 2001 reflect the lmpact of the 
weakened economy, hlgher levels of dellnquency and charge-off, and the 
contlnulng uncertalnty as to the ultlmate lmpact the weakened economy Wlll have 
on dellnquency and charge-off levels. We began to see evldence of a weakenlng 

<C> 
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1999 1998 1997 

<C> <C> 
1,757.0 1,734.2 1, 642.1 

3. 3 6% 3.92% 4.25% 
101. 1 112.6 12 6. 7 

87.5 100.3 113.2 
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economy ln the flrst half of the year as dellnquencles began to rlse and 
bankruptcy flllngs lncreased. Thls resulted ln hlgher charge-offs beglnnlng 
the second quarter. The comblnatlon of these rlsk factors, partlally offset by a 
hlgher mlx of real estate secured recelvables, whlch have lower credlt losses, 
resulted ln hlgher loss provlslons ln 2001. 

Over the past flve years, our loan portfollo has experlenced a dramatlc shlft ln 
product mlx to real estate secured recelvables. The trend ln reserves as a 
percentage of recelvables from 1997 through 2000 reflects the lmpact of a 
growlng percentage of secured loans whlch have lower loss rates than unsecured 
loans and, beglnnlng ln 1999 and contlnulng lnto 2000, lmprovlng credlt quallty 
trends. Thls trend also beneflted ln 1999 and 2000 from the contlnued run-off of 
our undlfferentlated Household Bank branded MasterCard and Vlsa portfollo. Real 
estate secured recelvables represented 55 percent of our recelvables at 
December 31, 2001 compared to 36 percent at December 31, 1997. The lmpact of 
thls shlft to real estate secured recelvables lS slgnlflcant. Holdlng average 
recelvable mlx constant to 1997 levels would have resulted ln approxlmately a 
$980 mllllon lncrease ln charge-of= durlng 2001 based on 2001 owned charge-off 
ratlos. 

For securltlzed recelvables, we also record a provlslon for estlmated probable 
losses that we expect to lncur under the recourse provlslons. The followlng 
table sets forth managed credlt loss reserves for the perlods lndlcated: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Managed credlt loss reserves 
Reserves as a percent of managed recelvables 
Reserves as a percent of managed net charge-offs 
Reserves as a percent of nonperformlng loans 

</TABLE> 

<C> 

2001 

3,811.4 
3.78% 

110. 7 
105.0 

<C> 

2000 

3,194.2 
3.65% 

111. 1 
107.0 

See the "Analysls of Credlt Loss Reserves Actlvlty" on pages 31 and 32 for 
addltlonal lnformatlon regardlng our owned basls and managed basls loss 
reserves. 

Geographlc Concentratlons The state of Callfornla accounts for 15 percent of 
our managed domestlc consumer port=ollo and lS the only state wlth more than 10 
percent of thls portfollo. Because of our centrallzed underwrltlng collectlons 
and processing functions, we can quickly change our credit standards and 
lntenslfy collectlon efforts ln speclflc locatlons. We belleve thls lowers rlsks 
resultlng from such geographlc concentratlons. 

Our forelgn consumer operatlons located ln the Unlted Klngdom and Canada 
accounted for 6 percent and 1 percent, respectlvely, of managed consumer 
recelvables at December 31, 2001. 

<PAGE> 

Owned Nonperformlng Assets 

<TABLE> 
<CAPTION> 

31 

All dollar amounts are stated ln mllllons. 
At December 31 2001 2000 1999 

<S> <C> <C> <C> 
Nonaccrual recelvables 
Accrulng consumer recelvables 90 

more days dellnquent 
Renegotlated commerclal loans 

Total nonperformlng recelvables 
Real estate owned 

Total nonperformlng assets 

</TABLE> 

or 
2,079.5 

844.1 
2 .1 

2,925.7 
398.9 

$ 3,324.6 

1,678.7 

649.4 
12.3 

2,340.4 
337.1 

$ 2,677.5 

1,444.6 

550.4 
12.3 

2,007.3 
271. 5 

$ 2,278.8 

The lncrease ln nonaccrual recelvables lS attrlbutable to lncreases ln our real 
estate secured, auto flnance and personal non-credlt card portfollos. Accrulng 
recelvables 90 or more days dellnquent lncludes MasterCard and Vlsa and prlvate 
label credlt card recelvables, conslstent wlth lndustry practlce. The lncrease 
ln total nonperformlng assets lS conslstent wlth and attrlbutable to growth ln 
our owned portfollo. 

Llquldlty and Capltal Resources 

Our subsldlarles use cash to orlglnate loans, purchase loans or lnvestment 
securltles and acqulre buslnesses. Thelr sources of cash lnclude the collectlon 
of recelvable balances; maturltles or sales of lnvestment securltles; proceeds 
from the lssuance of debt and deposlts and from the securltlzatlon of consumer 
recelvables; and cash provlded by operatlons. 

The followlng table summarlzes our contractual cash obllgatlons by perlod due: 

<TABLE> 

<C> 

1999 

2,666.6 
3.72% 

98.2 
100.1 

<C> 

1998 

2,548.1 
3.99% 

94.4 
109.5 

<C> 
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2,523.0 
3.99% 

109.8 
115.5 
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<CAPTION> 
In mllllons. 
At December 31, 2001 

<S> 
Long-term debt: 

Tlme certlflcates of deposlt 
Senlor and senlor subordlnated 

Debt 

Total long-term debt 

Operatlng leases: 
Mlnlmum rental payments 
Mlnlmum sublease lncome 

Total operatlng leases 

Other Long-Term Obllgatlons: 
Company obllgated mandatorlly 

redeemable preferred securltles 
of subsldlary trust 

Total Contractual Obllgatlons 

</TABLE> 

2002 

<C> 

$ 2,025.5 

10,492.5 

12,518.0 

150.9 
I 21.4 I 

129.5 

$12,647.5 

2003 

<C> 

1,307.3 

9,980.0 

11,287.3 

128.6 
I 21. 6 I 

107.0 

$11,394.3 

2004 

<C> 

$1,528.2 

5,800.9 

7,329.1 

110. 7 
122. o I 

88.7 

$7,417.8 

2005 

<C> 

837.3 

5,970.0 

6,807.3 

92.8 
I 22.3 I 

70.5 

$6,877.8 

We also enter lnto commltments to meet the flnanclng needs of our customers. In 
most cases, we have the ablllty to reduce or ellmlnate these open llnes of 
credlt. As a result, the amounts below do not necessarlly represent future cash 
requlrements: 

<TABLE> 
<CAPTION> 
In bllllons. 
At December 31 

<S> 
MasterCard and Vlsa and prlvate label credlt cards 
Other consumer llnes of credlt 

Open llnes of credlt 

</TABLE> 

2001 

<C> 
$ 9 9. 4 

4. 7 

$ 104.1 

At December 31, 2001, our mortgage services business had commitments with 
numerous correspondents to purchase up to $1.1 bllllon of real estate secured 
recelvables, subJect to avallablllty based on underwrltlng guldellnes speclfled 
by our mortgage servlces buslness. These commltments have terms of up to one 
year and can be renewed upon mutual agreement. 
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In managlng capltal, we develop targets for the ratlo of equlty to managed 
assets based on dlscusslons wlth ratlng agencles, revlews of regulatory 
requlrements and competltor capltal posltlons, credlt loss reserve strength, 
rlsks lnherent ln the portfollo and proJected operatlng envlronment, and 
acqulsltlon obJectlves. We also speclflcally conslder the level of lntanglbles 
arlslng from completed acqulsltlons. A prlmary obJectlve of our capltal 
management lS to malntaln lnvestment grade ratlngs from ratlng agencles ln order 
to have acceptable fundlng costs well to a of 
fundlng sources. Targets lnclude capltal both owned managed 
assets. Our targets may change from tlme to changes ln the 
operatlng envlronment or any of the other conslderatlons llsted above. 

Consolldated capltal ratlos at year end 2001 and 2000 were conslstent wlth our 
targets. Those ratlos, as well as our 2002 target for tanglble shareholders' 
equlty to tanglble managed assets, are as follows: 

<TABLE> 
<CAPTION> 

At December 31 

<S> 
Tanglble shareholders' equlty to tanglble managed assets 
Common and preferred equlty and trust preferred securltles 

a percent of owned assets(2) 
Common and preferred equlty and trust preferred securltles 

as a percent of managed assets(2) 

</TABLE> 
(1) Excludlng the lmpact of FAS No. 133. 

2001 

RESTATED) 
<C> 

7. 57% 

10.98(1) 

8. 88 I 1 I 

(2) The ratlo of common and preferred equlty and trust preferred securltles as a 
percentage of owned and managed assets and the ratlo of tanglble equlty to 
tanglble managed assets non-GAAP ratlos that are used by ratlng agencles as 

named measures 
our ablllty to defer 
securltles as equlty 

adequacy. These ratlos may dlffer from slmllarly 
other companles. Because of lts long-term nature and 

dlvldends, ratlng agencles conslder trust preferred 
ln calculatlng these ratlos. 

Parent Company Household Internatlonal, Inc. lS the holdlng or parent company 
that owns the outstandlng stock of lts subsldlarles. The parent company's maln 

2006 

<C> 

208.1 

6,652.0 

6,860.1 

82. 6 
I 22.2 I 

60.4 

$6,920.5 

2000 

(RESTATED) 
<C> 

7.13% 

11. 15 

8. 81 

Thereafter 

<C> 

410.3 

17,928.2 

18,338.5 

330.0 
I 77.7 I 

252.3 

975.0 

$19,565.8 

2002 Targets 

<C> 
8.00-8.25% 
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Total 

<C> 

$ 6,316.7 

56,823.6 

63,140.3 

895.6 
I 187.2 I 

7 08.4 

975.0 

$64,823.7 
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source of funds lS cash recelved from lts subsldlarles ln the form of dlvldends 
and borrowlngs. The parent company recelved dlvldends from lts 
subsldlarles of mllllon ln 2001 and $648 mllllon ln 2000. Dlvldends from 
subsldlarles are managed to ensure subsldlarles are adequately capltallzed. In 
addltlon, the parent company recelves cash from thlrd partles by lSSUlng debt, 
preferred stock and common stock. 

At December 31, 2001, the parent company had $400 mllllon ln commltted back-up 
llnes of credlt that lt can use on short notlce. These llnes are avallable 
elther to the parent company or lts subsldlary, Household Flnance Corporatlon 
("HFC"). None of these back-up llnes were drawn upon ln 2001. These llnes of 
credlt explre ln 2003 and do not contaln flnanclal materlal adverse change 
clauses that could restrlct avallablllty. The only flnanclal covenant contalned 
ln the terms of the parent 's credlt agreements lS the malntenance of 
mlnlmum shareholders' equlty of .0 bllllon. 

The parent company has a number of obllgatlons to meet wlth lts avallable cash. 
It must be able to servlce lts debt and meet the capltal needs of lts 
subsldlarles. It also must pay dlvldends on lts preferred stock and may pay 
dlvldends to lts common stockholders. The parent company pald $406.6 mllllon 
common and preferred dlvldends to shareholders ln 2001 and $358.9 mllllon ln 
2000. The parent company antlclpates lts common stock dlvldend payout ratlo ln 
2002 to be comparable to prlor years. 

At varlous tlmes, the parent company Wlll make capltal contrlbutlons to lts 
subsldlarles to comply wlth regulatory guldance, support recelvable growth, 
malntaln acceptable lnvestment grade ratlngs at the subsldlary level, or provlde 
fundlng for long-term facllltles and lmprovements. In 2001, the 

made capltal contrlbutlons of mllllon to subsldlarles, 
mllllon ln 2000. The prlmary reasons for the larger 

contrlbutlon ln 2000 were to support recelvable growth and malntaln acceptable 
lnvestment grade ratlngs. We expect our subsldlarles Wlll contlnue to need 
addltlonal capltal contrlbutlons ln 2002. We antlclpate that these amounts Wlll 
exceed the amounts contrlbuted ln prlor years. We have been advlsed by the 
Offlce of Thrlft Supervlslon ("OTS"), Offlce of the Comptroller of the Currency 
(''OCC'') and the Federal Deposlt Insurance Corporatlon (''FDIC'') that ln 
accordance wlth thelr 2001 Guldance for Subprlme Lendlng Programs, they Wlll 
lmpose addltlonal capltal requlrements on lnstltutlons whlch hold nonprlme or 
subprlme assets whlch we expect Wlll be greater than the hlstorlcal levels we 
have malntalned at these subsldlary lnstltutlons. We do not belleve the 
addltlonal capltal needs of any subsldlary Wlll have a materlal adverse lmpact 
on our flnanclal posltlon or our buslness operatlons. 
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In August 2001, the parent company lssued zero-coupon convertlble debt 
securltles. The convertlble debt securltles are due 2021, have a 1 percent yleld 
to maturlty and have a prlnclpal amount at maturlty of approxlmately $1.2 
bllllon. We must pay contlngent lnterest on the securltles beglnnlng ln 2006 lf 
our common stock prlce reaches certaln levels. The holders of the securltles 
have the rlght to requlre us to repurchase the securltles on varlous dates 
beglnnlng ln August 2002 and endlng ln August 2016 or lf certaln "fundamental 
changes" as descrlbed ln the prospectus supplement occur. "Fundamental changes" 
lnclude, among other thlngs, an exchange offer, llquldatlon, and 
recapltallzatlon. The holders of the securltles may convert each 000 of 
securltles, subJect to adJustment, lnto 9.022 shares of Household common stock 
lf our stock prlce reaches $99.87 =or 20 tradlng days ln a consecutlve 30 
tradlng day perlod. We may redeem the securltles, ln whole or ln part, at any 
tlme after August 1, 2006. 

2001, the parent 
preferred stock. In we lssued company 

redeemable preferred securltles (representlng the mlnorlty lnterest 
trust) (''trust preferred securltles'') of $400 mllllon ln 2001 and $300 mllllon 
ln 2000. In December 2001, $100 mllllon of 8.70 percent trust preferred 
securltles were redeemed. 

Durlng 2001, we repurchased 17.4 mllllon shares of our common stock for a total 
of $916.3 mllllon. Durlng 2000, 5.4 mllllon shares were repurchased for a total 
of $209.3 mllllon. On May 9, 2001, we announced a new common stock repurchase 
program. Thls new program enables us to repurchase up to an addltlonal $2 
bllllon of our outstandlng common shares. Thls new program went lnto effect on 
January 1, 2002 and replaced the $2 bllllon stock repurchase program whlch 
explred on December 31, 2001. Pursuant to these programs, repurchases are made 
from tlme to tlme ln the open market dependlng upon market condltlons, other 
lnvestment opportunltles for growth and capltal targets. 

At December 31, 2001, we had agreements to purchase, on a forward basls, 
approxlmately 6.5 mllllon shares o= our common stock at a welghted-average 
forward prlce of $59.14 per share. The agreements have terms of up to one year. 
These agreements may be settled elther physlcally or on a net basls ln shares of 
our common stock, at our optlon. 

Subsldlarles 
("the Bank") , 

We have three maJor subsldlarles: HFC, Household Bank, f.s.b. 
and Household Global Fundlng ("Global"). These subsldlarles use 

cash to orlglnate loans, purchase loans or lnvestment securltles or acqulre 
buslnesses. Thelr sources of cash lnclude the collectlon of recelvable balances, 
maturltles or sales of lnvestment securltles, proceeds from the lssuance of debt 
and and from the securltlzatlon of recelvables, capltal contrlbutlons 
from parent company, and cash provlded by operatlons. 

HFC HFC funds lts operatlons by collectlng recelvable balances; lSSUlng 
commerclal paper, medlum-term debt, and long-term debt prlmarlly to wholesale 
lnvestors; securltlzlng consumer recelvables; and recelvlng capltal 
contrlbutlons from lts parent. 

Page 54 of 108 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013102003174/0000950131-02-0 ... 12/9/2008 

HHT 0017163 

Case: 1:02-cv-05893 Document #: 2111-9 Filed: 02/24/16 Page 54 of 108 PageID #:80739



HFC domestlcally markets lts commerclal paper prlmarlly through an ln-house 
sales force. HFC's outstandlng commerclal paper totaled $8.8 bllllon at December 
31, 2001 and $8.7 bllllon at December 31, 2000. HFC actlvely manages the level 
of commerclal paper outstandlng to ensure avallablllty to core lnvestors and 
proper use of any excess capacl ty en thln lnternally-establlshed targets. 

HFC markets domestlc medlum-term notes through lnvestment banks and lts ln-house 
sales force. A total of $8.0 bllllon of domestlc medlum-term notes were lssued 
ln 2001, lncludlng $788 mllllon of InterNotesSM, a retall-orlented medlum-term 
note program. In 2000, $9.9 bllllon of domestlc medlum-term notes were lssued. 
Durlng 2001, HFC also lssued $7.0 bllllon of U.S. dollar, global long-term debt 
wlth a welghted-average maturlty of 8.14 years. Long-term debt 
lssuances ln 2000 totaled .8 bllllon and had a welghted-average orlglnal 
maturlty of 6.98 years. These long-term lssuances lengthened the term of HFC's 
fundlng, reduced rellance on commerclal paper and securltlzatlons, and preserved 
llquldlty. 

34 

<PAGE> 

We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore the recelvables 
and the related debt remaln on our balance sheet. At December 31, 2001, 
closed-end real estate secured recelvables totallng $1.7 bllllon secured $1.5 
bllllon of outstandlng debt related to these transactlons. At December 31, 2000, 
closed-end real estate secured recelvables totallng $.4 bllllon secured $.4 
bllllon of outstandlng debt. 

To obtaln a broader lnvestment base, HFC perlodlcally lssues debt ln forelgn 
markets. Durlng 2001, $2.0 bllllon ln notes were lssued ln these forelgn 
markets, lncludlng Euro, Japanese yen and Australlan dollar denomlnated 
lssuances, compared to $2.1 bllllon ln 2000. In order to ellmlnate future 
forelgn exchange rlsk, currency swaps were used to convert the notes to U.S. 
dollars at the tlme of lssuance. 

HFC had commltted back-up llnes of credlt totallng $10.1 bllllon at December 31, 
2001, of whlch $400 mllllon was also avallable to lts parent company. None of 
these back-up llnes were drawn upon ln 2001. In addltlon, none of these llnes 
contalned a flnanclal materlal adverse change clause whlch could restrlct 
avallablllty. HFC's back-up llnes explre on varlous dates through 2005. The most 
restrlctlve flnanclal covenant contalned ln the terms of HFC's credlt agreements 

the malntenance of shareholder's equlty of $3.6 bllllon. 

At December 31, 2001, HFC had facllltles wlth commerclal and lnvestment banks 
under whlch lt may securltlze up to $12.6 bllllon of recelvables. The condult 
facllltles are renewable on an annual basls at the banks' optlon. At December 
31, 2001, $10.3 bllllon of recelvables were securltlzed under these programs. 
The amount avallable under the facllltles Wlll vary based on the tlmlng and 
volume of publlc securltlzatlon transactlons. We expect to slgnlflcantly 
lncrease the amounts avallable under these condult programs ln 2002 to protect 
our ablllty to operate efflclently ln a cautlonary capltal market. Through 
exlstlng bank llnes, condult facllltles and new debt lssuances, we belleve we 
would contlnue to have more than adequate sources of funds lf one or more of 
these facllltles were unable to be renewed. 

The Bank The Bank funds lts operatlons through collectlon of recelvable 
balances, contrlbutlons of capltal and varlous wholesale fundlng sources 
lncludlng federal funds borrowlngs and bank notes. The Bank has also used retall 
certlflcates of deposlt, domestlc and Euro medlum-term notes and underwrltten 
senlor debt. the Bank has hlstorlcally funded the RAL program 

HFC. 

Durlng 2001, the Bank began selllng bank notes through an ln-house sales force. 
Bank notes outstandlng at year-end were $831 mllllon. The Bank also lssued $115 
mllllon ln retall certlflcates of deposlt ln 2001 and $3.2 bllllon ln 2000. The 
Bank's outstandlng deposlts totaled $6.8 bllllon at December 31, 2001 and $7.4 
bllllon at December 31, 2000. 

The Bank lS subJect to the capltal adequacy guldellnes adopted by the OTS and lS 
well capltallzed. Although we have utlllzed the Bank ln the past as a means of 
provldlng deposlt fundlng to support our operatlons, due to recent regulatory 
requlrements for addltlonal capltal to support nonprlme and subprlme lendlng 
actlvltles, lt lS doubtful that such sources Wlll be actlvely utlllzed ln the 
near term. We have been advlsed by the OTS, OCC and the FDIC that ln accordance 
wlth thelr 2001 Guldance for Subprlme Lendlng Programs, they Wlll lmpose 
addltlonal capltal requlrements on lnstltutlons whlch hold nonprlme or subprlme 
assets whlch we expect Wlll be greater than the hlstorlcal levels we have 
malntalned at these subsldlary lnstltutlons. We have agreed wlth the OTS to 
malntaln the regulatory capltal of the Bank at these levels. We expect to reduce 
the slze of the Bank to better manage the capltal requlrements for the Bank. We 
do not expect that any of these actlons Wlll have a materlal adverse effect on 
our operutlon8, our ublllty to tlmely fund our operutlon8, or Wlll muterlully 
lncrease the costs assoclated wlth our fundlng. 

Global Global lncludes our forelgn subsldlarles ln the Unlted Klngdom and 
Canada. Global's assets were $7.3 bllllon at year-end 2001 and $7.8 bllllon at 
year-end 2000. Consolldated shareholders' equlty lncludes the effect of 

our forelgn subsldlarles' assets, llabllltles and operatlng results 
from thelr currency lnto U.S. dollars. We perlodlcally enter lnto forelgn 
exchange contracts to hedge portlons of our lnvestment ln forelgn subsldlarles. 
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Each forelgn subsldlary conducts lts operatlons uslng lts local currency. Whlle 
each forelgn subsldlary usually borrows funds ln lts local currency, both our 
Unlted Klngdom and Canadlan subsldlarles have borrowed funds dlrectly ln the 
Unlted States markets. Thls allowed the subsldlarles to achleve a lower 
cost of funds that avallable at that tlme ln thelr local markets. These 
borrowlngs were converted from U.S. dollars to thelr local currencles uslng 
currency swaps at the tlme of lssuance. Net reallzed galns and losses ln forelgn 
currency swap transactlons were not materlal to our results of operatlons or 
flnanclal posltlon ln any of the years presented. 

Our Unlted Klngdom operatlon lS funded wlth wholesale deposlts, short and 
lntermedlate-term bank llnes of credlt, long-term debt and securltlzatlons of 
recelvables. Deposlts were $490.7 mllllon at December 31, 2001 and $1.7 bllllon 
at December 31, 2000. Short-term borrowlngs at year-end 2001 were $717.4 mllllon 
compared to $722.3 mllllon a year ago. Long-term debt at year-end 2001 was $2.8 
bllllon compared to $2.4 bllllon a year earller. 

At December 31, 2001, $2.1 bllllon of the Unlted Klngdom's total debt was 
guaranteed by the parent company and $1.9 bllllon was guaranteed by HFC. HFC 
recelves a fee for provldlng the guarantee. Commltted back-up llnes of credlt 
for the Unlted Klngdom were approxlmately $3.1 bllllon at December 31, 2001 of 
whlch $.8 bllllon was used. These llnes have varylng maturltles through 2007. 

At December 31, 2001, the UK had facllltles wlth commerclal banks under whlch lt 
may securltlze up to $.3 bllllon o= recelvables. The condult facllltles are 
renewable on an annual basls at the banks' optlon. At December 31, 2001, $.3 
bllllon of recelvables were securltlzed under these programs. The amount 
avallable under the facllltles Wlll vary based on the tlmlng and volume of 
publlc securltlzatlon transactlons. Through exlstlng bank llnes and new debt 
lssuances, we belleve we would contlnue to have more than adequate sources of 
funds lf one or more of these facllltles were unable to be renewed. 

Our Canadlan operatlon lS funded wlth commerclal paper, lntermedlate debt and 
long-term debt. Intermedlate and long-term debt totaled $851.1 mllllon at 
year-end 2001 compared to $749.2 mllllon a year ago. Commltted back-up llnes of 
credlt for Canada were approxlmately $436 mllllon at December 31, 2001. None of 
these back-up llnes were used ln 2001. At December 31, 2001, approxlmately $35 
mllllon of the Canadlan subsldlary's total debt was guaranteed by the parent 
company and $1.2 bllllon was guaranteed by HFC. Both the parent company and HFC 

a fee for provldlng the guarantees. 

Investment Ratlngs As a flnanclal servlces organlzatlon, we must have to 
funds at competltlve rates, terms and condltlons to be successful. At December 
31, 2001, the long-term debt of the parent company, HFC, Beneficial and our 
Canadlan and U.K. subsldlarles and the preferred stock of the parent company 
have been asslgned lnvestment grade ratlngs by all natlonally recognlzed 
statlstlcal ratlng organlzatlons that rate such lnstruments. These organlzatlons 
have also rated the commerclal paper of HFC ln thelr hlghest ratlng category. 
Although one natlonally recognlzed statlstlcal ratlng organlzatlon recently 
downgraded the long-term debt of HFC to the correspondlng levels of the other 
agencles, we belleve thls downgrade Wlll not have any meanlngful lmpact 
ablllty to fund our operatlons. Wlth our back-up llnes of credlt and 
securltlzatlon programs, we belleve we have sufflclent fundlng capaclty to 
reflnance maturlng debts and fund our growth. 

Capltal Expendltures We made capltal expendltures of $175 mllllon ln 2001 and 
$174 mllllon ln 2000. 
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Asset Securltlzatlons 

From tlme to tlme, we securltlze consumer recelvables. In a securltlzatlon, a 
deslgnated pool of recelvables lS removed from the balance sheet and transferred 
to an unafflllated trust that lS a quallfylng speclal purpose entlty ("QSPE") 
under Statement of Flnanclal Accountlng Standards No. 125 and/or 140, as 
appllcable. The QSPE funds lts recelvable purchase through the lssuance of 
securltles to lnvestors, entltllng them to recelve speclfled cash flows durlng 
the llfe of the securltles. The securltles are collaterallzed by the underlylng 
recelvables transferred to the QSPE. Under the terms of the securltlzatlons, 
recelve annual servlclng fees on the outstandlng balance of the securltlzed 
recelvables and the rlghts to future resldual cash flows arlslng after the 
lnvestors recelve thelr contractual return. These rlghts to further resldual 
cash flows are recorded on our balance sheet as lnterest-only strlp recelvables, 
net of our recourse obllgatlon to lnvestors for fallure of debtors to pay. Our 
recourse lS llmlted to our rlghts to future cash flows and any subordlnated 
lnterests that we may retaln. 

Securltlzatlons and secured flnanclngs of consumer recelvables have been, and 
Wlll contlnue to be, u 8ource of llquldlty for . We belleve the murket for 
securltles lssued by an lnvestment grade lssuer and backed by recelvables lS a 
rellable and cost-effectlve source of funds. Securltlzatlons represented 22 
percent of the fundlng assoclated cuth our managed portfollo at December 31, 
2001, compared to 24 percent at December 31, 2000 and 28 percent at December 31, 
1999. 

The followlng table summarlzes the composltlon of recelvables securltlzed 
(excludlng replenlshments of certl-lcateholder lnterests) durlng the year: 

<TABLE> 
<CAPTION> 

In bllllons. 2001 2000 19 99 
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<S> <C> <C> <C> 
MasterCard/Vlsa $- 3 $2.0 $1. 8 
Auto flnance 2- 6 1.9 1.4 
Prlvate label - 5 - 5 -5 
Personal non-credlt card 2- 1 2.6 1.5 

Total $5-5 7- 0 $5.2 

</TABLE> 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and due to the revolvlng nature of the underlylng recelvables requlre the 
sale of new recelvables lnto the trust to replace recelvable runoff. These 
replenlshments totaled $24.7 bllllon ln 2001, $21.0 bllllon ln 2000 and $20.3 
bllllon ln 1999. 

The followlng table summarlzes the expected amortlzatlon of our securltlzatlons 
by type: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2001 

<S> 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total 

</TABLE> 

2002 

<C> 

295.1 
1,256.4 
4,449.9 

33 6- 5 
2,238.0 

8,575.9 

2003 2004 

<C> <C> <C> 

3 04- 8 217.9 
1,211.4 712-4 
1,314.2 1,392.9 
1,001.8 811. 7 
1,219.9 707.0 

5,052.1 3,841.9 

At December 31, 2001, the expected welghted-average remalnlng llfe of these 
transactlons was 1.7 years. 

2005 

4 4- 0 
84 6- 4 

2,007.1 

247.4 

3,144.9 

We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore, the recelvables 
and the related debt remaln on our balance sheet. Real estate secured 
recelvables lncluded closed-end real estate secured recelvables totallng $1.7 
billion at December 31, 2001 and $.4 billion at December 31, 2000 which secured 
the outstandlng debt related to these transactlons. 
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The securltles lssued wlth our securltlzatlons may payoff sooner than orlglnally 
scheduled lf certaln events occur. For MasterCard and Vlsa, prlvate label, real 
estate secured and personal non-credlt card securltlzatlons, early payoff of the 
securltles beglns lf the annuallzed portfollo yleld drops below a base rate or 
lf certaln other events occur. For certaln auto securltlzatlons, early payoff of 
securltles may occur lf establlshed dellnquency or loss levels are exceeded. We 
do not presently belleve that any early payoff Wlll take place. If early payoff 
occurred, our fundlng requlrements would lncrease. These addltlonal requlrements 
could be met through new securltlzatlons, lssuance of varlous types of debt or 
borrowlngs under exlstlng back-up llnes of credlt. We belleve we would contlnue 
to have more than adequate sources of funds lf an early payoff event occurred. 

At December 31, 2001, HFC and the U.K. had facllltles wlth commerclal and 
lnvestment banks under whlch they may securltlze up to $12.9 bllllon of 
recelvables. The facllltles are renewable on an annual basls at the banks' 
optlon. At December 31, 2001, $10.6 bllllon of recelvables were securltlzed 
under these programs. The amount avallable under the facllltles Wlll vary based 
on the tlmlng and volume of publlc securltlzatlon transactlons. Through exlstlng 
bank llnes and new debt lssuances, we belleve we would contlnue to have more 
than adequate sources of funds lf one or more of these facllltles were unable to 
be renewed. 

Rlsk Management 

We have a comprehenslve program to address potentlal flnanclal rlsks, such as 
llquldlty, lnterest rate, currency and credlt rlsk. The Flnance Commlttee of the 
Board of Dlrectors sets acceptable llmlts for each of these rlsks annually and 
revlews the llmlts seml-annually. He malntaln an overall rlsk management 
strategy that uses a varlety of lnterest rate and currency derlvatlve flnanclal 
lnstruments to mltlgate our exposure to fluctuatlons caused by changes ln 
lnterest rates and currency exchange rates. We manage our exposure to lnterest 
rute rl8k prlmurlly through the u8e of lntere8t rute , but ul8o u8e 
forwards, futures, optlons, and other rlsk management lnstruments. We manage our 
exposure to currency rlsk prlmarlly through the use of currency swaps. We do not 
speculate on lnterest rate or forelgn currency market exposure and we do not 
exotlc or leveraged derlvatlve flnanclal lnstruments. 

Because we are predomlnantly 
contlnuous to these 
lmportant ln meetlng our fundlng needs. We have never experlenced fundlng 
dlfflcultles. Over the past two years, we have worked wlth a number of 
lnvestment banks to ldentlfy and lmplement the strateglc lnltlatlves requlred to 
enhance future market . Our ablllty to lssue debt at competltlve prlces lS 
lnfluenced by ratlng agencles' Vlecvs of our credlt quallty, llquldlty, capltal 
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2006 Thereafter Total 

<C> <C> <C> 

861. 8 
4,026.6 

89- 9 9,254.0 
2,150.0 

13 6- 6 106.7 4,655.6 

226.5 106.7 $ 20,948.0 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013102003174/0000950131-02-0 ... 12/9/2008 

HHT 0017166 

Case: 1:02-cv-05893 Document #: 2111-9 Filed: 02/24/16 Page 57 of 108 PageID #:80742



and earnlngs. As a result, we malntaln close worklng relatlonshlps wlth each 
ratlng agency to secure the hlghest posslble ratlng on our debt and asset backed 
securltles. Addltlonally, to capltal markets lS dependent upon a 
well-lnformed lnvestor base. We malntaln a comprehenslve, dlrect marketlng 
program to ensure our lnvestors recelve conslstent and tlmely lnformatlon 
regardlng our flnanclal The ablllty to fund our operatlons, 
however, can be by factors outslde of our control such as the events 
of September 11, 2001 and the Russlan flnanclal crlsls that occurred ln the fall 
of 1998. In both of these sltuatlons, we adJusted our debt lssuance plans as the 
debt markets changed and readlly achleved our fundlng goals. Our contlngency 
fundlng plans contemplate short and long-term market lnterruptlons resultlng 
from both general market events and Household speclflc events. Any shortfalls 
created by these lnterruptlons could be through to alternatlve 
sources of secured fundlng, asset sales reductlons ln recelvable growth 
rates. We currently are not aware of any trends or events that Wlll result ln 
that are reasonably llkely to result materlal change ln our llquldlty. 
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Interest rate rlsk lS deflned as the lmpact of changes ln market lnterest rates 
on our earnlngs. We use slmulatlon models to measure the lmpact of changes ln 
lnterest rates on net lnterest margln. The key assumptlons used ln these models 
lnclude expected loan payoff rates, loan volumes and prlclng, cash flows from 
derlvatlve flnanclal lnstruments and changes ln market condltlons. These 
assumptlons are based on our best estlmates of actual condltlons. The models 
cannot preclsely predlct the actual lmpact of changes ln lnterest rates on our 
earnlngs because these assumptlons are hlghly uncertaln. We valldate the 
accuracy of our models by comparlng actual results to those prevlously predlcted 
by the model. At December 31, 2001, our lnterest rate rlsk levels were 
substantlally below those allowed by our exlstlng pollcy. 

We estlmate that our after-tax earnlngs would decllne by about $77 mllllon at 
December 31, 2001 and $81 mllllon at December 31, 2000 followlng a gradual 200 
basls polnt lncrease ln lnterest rates over a twelve month perlod and would 
lncrease by about $72 mllllon at December 31, 2001 and $78 mllllon at December 
31, 2000 followlng a gradual 200 basls polnt decrease ln lnterest rates. These 
estlmates lnclude the lmpact of the derlvatlve posltlons we have entered lnto. 
As a result, the decllne ln our earnlngs followlng a gradual 200 basls polnt 
lncrease would be hlgher had those derlvatlve posltlons not been entered lnto. 
These estlmates also assume we would not take any correctlve actlon to lessen 
the lmpact and, therefore, exceed cvhat most llkely would occur lf rates were to 
change. 

We generally fund our assets with liabilities that have similar interest rate 
features. Thls lnltlally reduces lnterest rate rlsk. Over tlme, however, 
customer demand for our recelvable products shlfts between flxed rate and 
floatlng rate products, based on market condltlons and preferences. These shlfts 
result ln dlfferent fundlng strategles and produce dlfferent lnterest rate rlsk 
exposures. We use derlvatlve flnanclal lnstruments, prlnclpally swaps, to manage 
these exposures, as well as our llquldlty posltlon. Generally, we use 
derlvatlves that are elther effectlve hedges, of whlch 92 percent quallfy for 
the short-cut method of accountlng under FAS No. 133, or are short-term (less 
than one year) economlc hedges whlch offset the economlc rlsk lnherent ln our 
balance sheet. As a result, we do not belleve that uslng these derlvatlves Wlll 
result ln a materlal mark-to-market lncome adJustment ln any perlod. 

The prlmary exposure on our lnterest rate swap portfollo lS credlt rlsk. Credlt 
rlsk lS the rlsk that the counterparty to a transactlon falls to perform 
accordlng to the terms of the contract. We control the credlt (or repayment) 
rlsk ln derlvatlve lnstruments through establlshed credlt approvals, rlsk 
control llmlts and ongolng monltorlng llmlts have been 
set and are closely monltored as part the overall management process. 
These llmlts ensure that we do not have slgnlflcant exposure to any lndlvldual 
counterparty. Based on peak exposure at December 31, 2001, substantlally all of 
our derlvatlve counterpartles were rated AA- or better. Certaln swap agreements 
requlre that payments be made to, or recelved from, the counterparty when the 
falr value of the agreement reaches a certaln level. We have never suffered a 
loss due to counterparty fallure. 

We also use lnterest rate futures, lnterest rate forwards and purchased optlons 
to reduce lnterest rate rlsk. We use these lnstruments to hedge lnterest rate 
changes on our varlable rate assets and llabllltles. For example, short-term 
borrowlngs expose us to lnterest rate rlsk because the lnterest rate we must pay 
to others may change faster than the rate we recelve from borrowers on the 
assets our borrowlngs are fundlng. Futures, forwards and optlons are used to flx 
our lnterest cost on these borrowlngs at a deslred rate and are held untll the 
lnterest rate on the varlable rate asset or llablllty changes. We then 
termlnate, or close out, the derlvatlve flnanclal lnstrument. These termlnatlons 
are necessary because the date the lnterest rate changes lS usually not the same 
as the explratlon date of the derlvatlve contracts. 

39 
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Forelgn currency exchange rlsk refers to the potentlal changes ln current and 
future earnlngs or capltal arlslng from movements ln forelgn exchange rates. We 
enter lnto forelgn exchange rate forward contracts and currency swaps to 
mlnlmlze currency rlsk assoclated cuth changes ln the value of 
forelgn-denomlnated assets or llabllltles. Currency swaps convert prlnclpal and 
lnterest payments on debt lssued from one currency to another. For example, 
may lssue Euro-denomlnated debt and then execute a currency swap to convert the 
obllgatlon to U.S. dollars. We also have forelgn subsldlarles located ln the 
Unlted Klngdom and Canada. Our forelgn currency exchange rlsk on these 
lnvestments lS llmlted to the unhedged portlon of the net lnvestment ln our 
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forelgn subsldlarles. We perlodlcally enter lnto forelgn exchange contracts to 
hedge portlons of our lnvestments ln forelgn subsldlarles. At December 31, 2001, 
we estlmate we would experlence a decrease ln common shareholders' equlty, net 
of tax, of approxlmately $45.7 mllllon compared to a decrease of approxlmately 
$56.8 mllllon, net of tax, at December 31, 2000 as a result of a 10 percent 
depreclatlon ln our subsldlarles to the 
U.S. dollar posltlon. potentlal loss ln net 
lncome assoclated wlth a 10 percent adverse change ln the Brltlsh pound/U.S. 
dollar or Canadlan dollar/U.S. dollar exchange rate would not be materlal to us. 

See Note 10 to the accompanylng consolldated flnanclal statements, "Derlvatlve 
Flnanclal Instruments and Concentratlons of Credlt Rlsk," for addltlonal 
lnformatlon related to lnterest rate rlsk management and Note 14, ''Falr Value of 
Flnanclal Instruments," for lnformatlon regardlng the falr value of certaln 
flnanclal lnstruments. 

<PAGE> 

Household Internatlonal, Inc. 
Glossary of Terms 

40 

Acqulred Intanglbles and Goodwlll - Intanglble assets represent the market value 
premlum attrlbutable to our credlt card accounts ln excess of the aggregate 
outstandlng managed credlt card loans acqulred. Goodwlll represents the purchase 
prlce over the falr value of ldentlflable assets acqulred less llabllltles 
assumed from buslness comblnatlons. 

Afflnlty Credlt Card - A MasterCard or Vlsa account JOlntly sponsored by the 
of the card and an organlzatlon whose members share a common lnterest 

(e.g., the AFL-CIO Unlon Plus (UP) Credlt Card Program). 

Auto Flnance Loans - Closed-end loans secured by a flrst llen on a vehlcle. 

Co-Branded Credlt Card - A MasterCard or Vlsa account that lS JOlntly sponsored 
by the lssuer of the card and another corporatlon (e.g., the GM Card(R)). The 
account holder typlcally recelves some form of added beneflt for uslng the card. 

Common Dlvldend Payout Ratlo - Dlvldends declared per common share dlvlded by 
net lncome per share. 

Consumer Net Charge-off Ratlo - Net charge-offs of consumer recelvables dlvlded 
by average consumer recelvables outstandlng. 

Contractual Delinquency - A method of determining aging of past due accounts 
based on the status of payments under the loan. 

Efflclency Ratlo - Ratlo of operatlng expenses to net lnterest margln and other 
revenues less pollcyholders' beneflts. 

Fee Income - Income assoclated wlth lnterchange on credlt cards and late and 
other fees from the orlglnatlon or acqulsltlon of loans. 

Forelgn Exchange Contract - A contract used to mlnlmlze our exposure to changes 
ln forelgn currency exchange rates. 

Futures Contract - An exchange-traded contract to buy or sell a stated amount of 
a flnanclal lnstrument or lndex at a speclfled future date and prlce. 

Interchange Fees - Fees recelved for processlng a credlt card transactlon 
through the MasterCard or Vlsa nebvork. 

Interest-only Strlp Recelvables - Represent our contractual rlght to recelve 
lnterest and other cash flows from our securltlzatlon trusts after the lnvestors 
recelve thelr contractual return. 

Interest Rate Swap - Contract between two partles to exchange lnterest payments 
on a stated prlnclpal amount (notlonal prlnclpal) for a speclfled perlod. 
Typlcally, one party makes flxed rate payments, whlle the other party makes 
payments uslng a varlable rate. 

LIBOR - London Interbank Offered Rate. A wldely quoted market rate whlch lS 
frequently the lndex used to determlne the rate at whlch we borrow funds. 

Llquldlty - A measure of how qulckly we can convert assets to cash 
addltlonal cash by lSSUlng debt. 

Managed Basls - Method of reportlng whereby net lnterest margln, other 
and credlt losses on securltlzed recelvables are reported as lf those 
recelvables were stlll held on our balance sheet. 

Managed Recelvables - The sum of recelvables on our balance sheet and those that 
we servlce for lnvestors as part o: our asset securltlzatlon program. 

MasterCard and Vlsa Recelvables - Recelvables generated through customer usage 
of MasterCard and Vlsa credlt cards. 

Net Interest Margln - Interest lncome from recelvables and nonlnsurance 
lnvestment securltles reduced by lnterest expense. 

Nonaccrual Loans - Loans on whlch eve no longer accrue lnterest because ultlmate 
collectlon lS unllkely. 

Nonprlme Accounts - Accounts held by lndlvlduals who have llmlted credlt 
hlstorles, modest lncome, hlgh debt-to-lncome ratlos or have experlenced credlt 
problems caused by occaslonal dellnquencles, prlor charge-offs or other credlt 
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related actlons. These customers generally have hlgher dellnquency and credlt 
loss probabllltles and are charged a hlgher lnterest rate to compensate us for 
the addltlonal rlsk. 

41 

<PAGE> 

Optlons - A contract glvlng the owner the rlght, but not the obllgatlon, to buy 
or sell a speclfled ltem at a flxed prlce for a speclfled perlod. 

Owned Recelvables - Recelvables held on our balance sheet. 

Personal Homeowner Loan ("PHL") - A real estate loan that has been underwrltten 
and prlced as an unsecured loan. These loans are reported as personal non-credlt 
card recelvables. 

Personal Non-Credlt Card Recelvables - Unsecured llnes of credlt or closed-end 
loans made to lndlvlduals. 

Prlvate Label Credlt Card - A llne of credlt made avallable to customers of 
retall merchants evldenced by a credlt card bearlng the merchant's name. 

Products Per Customer - A measurement of the number of products held by an 
lndlvldual customer whose borrowlng relatlonshlp wlth Household lS consldered 
good standlng. Products lnclude all loan and lnsurance products. 

Real Estate Secured Loan - Closed-end loans and revolvlng llnes of credlt 
secured by flrst or second llens on resldentlal real estate. 

Recelvables Servlced wlth Llmlted Recourse - Recelvables we have securltlzed and 
for whlch we have some level of potentlal loss lf defaults occur. 

Refund Antlclpatlon Loan ("RAL") Program -A cooperatlve program wlth H&R Block 
Tax Servlces, Inc. and certaln of lts franchlses, along wlth other lndependent 
tax preparers, to provlde loans to customers entltled to tax refunds and who 
electronlcally flle thelr returns en th the Internal Revenue Servlce. 

Return on Average Common Shareholders' Equlty- Net lncome less dlvldends 
preferred stock dlvlded by average common shareholders' equlty. 

Return Average Managed Assets -Net lncome dlvlded by average managed assets. 

Return Average Owned Assets - Net lncome dlvlded by average owned assets. 

Risk Adjusted Revenue - Managed net interest margin plus other revenues less 
managed securltlzatlon revenue and managed net charge-offs dlvlded by average 
managed lnterest-earnlng assets. 

Secured Flnanclng - The process where lnterests ln a dedlcated pool of flnanclal 
assets, such as real estate secured recelvables, are sold to lnvestors. 
Typlcally, the recelvables are transferred to a trust that lssues lnterests that 
are sold to lnvestors. The recelvables and related debt remaln on our balance 
sheet. 

Securltlzatlon - The process where lnterests ln a dedlcated pool of flnanclal 
assets, such as credlt card, auto or personal non-credlt card recelvables, are 
sold to lnvestors. Typlcally, the recelvables are sold to a trust that 
lnterests that are sold to lnvestors. The recelvables are then removed from our 
owned basls balance sheet. 

Securltlzatlon Revenue - Includes lncome assoclated wlth the current and prlor 
perlod securltlzatlons and sales o= recelvables wlth llmlted recourse. Such 
lncome lncludes galns on sales, net of our estlmate of probable credlt losses 
under the recourse provlslons, servlclng lncome and excess spread relatlng to 
those recelvables. 

Tanglble Equlty to Tanglble Managed Assets (TETMA) - Tanglble shareholders' 
equlty conslsts of total shareholders' equlty, excludlng unreallzed galns and 
losses on lnvestments and cash flow hedglng lnstruments, less acqulred 
lntanglbles and goodwlll. Tanglble managed assets represents total managed 
assets less acqulred lntanglbles and goodwlll and derlvatlve assets. 

Total Shareholders' Equlty- Includes company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts, preferred stock and common 
shareholders' equlty. 

Item 7A. Quantltatlve and Qualltatlve Dlsclosures About Market Rlsk. 

Informatlon requlred by thls Item lS lncorporated by reference to the 
"Llquldlty and Capltal Resources", "Asset Securltlzatlons" and "Rlsk 
Management" sectlons of our 2001 MD&A. 

42 

<PAGE> 

Item 8. Flnanclal Statements and Supplementary Data. 

When audlted, our 2001 Flnanclal Statements Wlll meet the of 
Regulatlon S-X. The 2001 Flnanclal Statements and supplementary 
lnformatlon speclfled by Item 302 of Regulatlon S-K, are set forth below. 

Household Internatlonal, Inc. and Subsldlarles 
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CREDIT QUALITY STATISTICS - OWNED BASIS 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, unless otherwlse lndlcated. 

<S> <C> 
Owned Two-Month-and-Over Contractual Dellnquency Ratlos 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 

2001 

2.63% 
2.92 
5.67 
5.99 
9. 04 

4.53% 

<C> 

2000 

2.58% 
2. 4 6 
4. 9 0 
5.60 
7.99 

4. 2 6% 

Ratlo of Owned Net Charge-offs to Average Owned Recelvables for the Year 
Real estate secured .52% .42% 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 
Commerclal 

Total 

Nonaccrual Owned Recelvables 
Domestlc: 

Real estate secured 
Auto flnance 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

4. 0 0 
8.17 
5.59 
6. 81 

3.32 
2.10 

3.31% 

906.8 
69.2 
38.6 

834.4 
215.3 

2,064.3 
15.2 

3.29 
6.55 
5.34 
7.02 

3.18 
2.69 

3.18% 

685.6 
45.5 
47.6 

632.0 
22 6. 0 

1,636. 7 
42.0 

<C> 

19 99 

3.10% 
2.02 
3.59 
6. 09 
9.06 

4.82% 

. 51% 
3.42 
7.95 
5. 60 
6.50 

3. 67 
. 93 

3. 63% 

532.5 
24.9 
58.1 

545.8 
236.7 

1,398.0 
46.6 

<C> 

19 98 

3.95% 
2.90 
5.09 
6. 03 
8.24 

5.31% 

. 60% 
4.11 
5.90 
5.52 
6.52 

3.76 
.52 

3.69% 

486.5 
23.3 
29.0 

297.9 
178.3 

1,015.0 
4 9. 1 

Total $2,079.5 $1,678.7 $1,444.6 $1,064.1 

Accrulng Owned Recelvables 90 or More Days Dellnquent 
Domestlc: 

MasterCard/Vlsa 
Private label 

Forelgn 

Total 

Real Estate Owned 
Domestlc 
Forelgn 

Total 

Renegotlated Commerclal Loans 

</TABLE> 
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Household Internatlonal, Inc. and Subsldlarles 
CREDIT QUALITY STATISTICS--MANAGED BASIS 

<TABLE> 
All dollar amounts are stated ln mllllons. 
At December 31, unless otherwlse lndlcated. 

352.4 
462.2 
29.5 

84 4. 1 

394.7 
4. 2 

398.9 

2. 1 

<S> <C> 
Managed Two-Month-and-Over Contractual Dellnquency Ratlos 

2001 

272.0 
355.1 

22.3 

64 9. 4 

333.5 
3.6 

337.1 

12.3 

<C> 

Real estate secured 2. 68% 
Auto flnance 3 .16 
MasterCard/Vlsa 4.10 
Prlvate label 5.48 
Personal non-credlt card 8.87 

Total consumer 4. 4 6% 

140.2 
386.7 

23.5 

550.4 

2 68 .1 
3. 4 

271.5 

12.3 

2000 

2. 63% 
2.55 
3.49 
5.48 
7.97 

4.20% 

Ratlo of Managed Net Charge-offs to Average Managed Recelvables for the Year 
Real estate secured .53% .45% 
Auto flnance 5.31 4.80 
Mu:JterCurd/Vl:JU 
Prlvate label 
Personal non-credlt card 

Total consumer 
Commerclal 

Total 

Nonaccrual Managed Recelvables 
Domestlc: 

Real estate secured 
Auto flnance 

6.63 
5.18 
6.79 

3.73 
2.10 

3.72% 

94 0. 8 
201. 8 

5.58 
5.35 
6. 97 

3. 64 
2. 69 

3. 63% 

734.1 
116.2 

<C> 

2 64. 0 
3 66. 6 

21. 8 

652.4 

249.5 
4. 4 

253.9 

12.3 

19 99 

3. 27% 

2.43 
2.78 
5.97 
8. 81 

4.66% 

. 58% 
4.96 
6.66 
5. 65 
6.52 

4.13 
. 93 

4. 09% 

626.9 
73.9 

1997 

<C> 

3.66% 
1. 4 8 
3.55 
5.60 
7.55 

4. 87% 

. 4 9% 
2.99 
4. 9 9 
4.56 
4. 88 

3.39 
1. 66 

3.34% 

$378.4 

25.0 
2 83. 6 
189.1 

87 6. 1 
62.9 

$939.0 

$14 8. 7 
319.6 
31.3 

$499.6 

$200.0 
12.8 

$212.8 

$ 12.4 

<C> 

1998 

3. 67% 

2.29 
3.75 
6.20 
7. 94 

4. 9 0% 

.63% 
5.39 
5. 05 
5.65 
6. 97 

4.29 
.52 

4.24% 

550.8 
40.3 

<C> 
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1997 

3.69% 
2.09 
3.10 
5.81 
7.81 

4.64% 

. 64% 
4.60 
5.55 
4.62 
5.48 

3.84 
1. 66 

3.80% 

492.1 
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Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

38.6 
1,106.3 

263.5 

2,551.0 
15.2 

47.6 
902.0 
270.4 

2,070.3 
42.0 

58.1 
828.8 
278.3 

1,866.0 
46.6 

29.0 
559.5 
210.5 

1,390.1 
4 9. 1 

25.0 
565.2 
219.7 

1,302.0 
62.9 

Total $ 2,566.2 $ 2,112.3 $ 1,912.6 $ 1,439.2 $ 1,364.9 

Accrulng Managed Recelvables 90 or More Days Dellnquent 
Domestlc: 

MasterCard/Vlsa 
Prlvate label 

Forelgn 

Total 

</TABLE> 
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Household Internatlonal, Inc. and Subsldlarles 

527.4 
503.2 

29.5 

$ 1,060.1 

420.3 
417.2 

22.3 

859.8 

286.4 
430.0 

23.5 

739.9 

43 6. 2 
416.6 
21.8 

874.6 

ANALYSIS OF CREDIT LOSS RESERVES ACTIVITY - OWNED RECEIVABLES 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 

<S> 
Total Owned Credlt Loss Reserves at January 1 

Provlslon for Credlt Losses 

Charge-offs 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commercial and other 

Total owned recelvables charged of= 

Recoverles 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total recoverles on owned recelvables 
Other, net 

Owned Credlt Loss Reserves 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total Owned Credlt Loss Reserves at December 31 

Ratlo of Owned Credlt Loss Reserves to: 
Net charge-offs 
Recelvables: 

Consumer 
Commerclal 

Totul 

Nonperformlng Loans: 
Consumer 
Commerclal 

Total 

</TABLE> 
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2001 2000 19 99 1998 1997 

<C> <C> <C> <C> <C> 
$ 2,111.9 $ 1,757.0 $ 1,734.2 $ 1,642.1 $ 1,398.4 

2,912.9 

I 194. o I 
I 94. 3 I 

I 64 5. 4 I 
I 59 o. 9 I 
I 893. 2 I 
I 23 7. o I 

(2,654.81 
I 12. 2 I 

2, 116.9 

I 123. 2 I 
I 61. 3 I 

I 432. 1 I 
I 53 6. 9 I 
17 23.5 I 
I 232. 7 I 

(2,109.71 
(17 .11 

1,716.4 

I 103. 8 I 
I 39.4 I 

I 4 77. 8 I 
(54 7. 7 I 
I 534. 6 I 
1233. 9 I 

(1,937.21 
I 10 .1 I 

1,516.8 

I 82. 8 I 
12 9. 7 I 

I 454. 1 I 
(471.41 
I 4 64. 4 I 
I 20 6. 4 I 

(1,708.81 
I 7. 5 I 

1,493.0 

I 4 6. 3 I 
I 6. 4 I 

I 415. 8 I 
I 4 07. 9 I 
13 84. 6 I 
I 197. 6 I 

(1,458.61 
I 2 6. 8 I 

(2,667.01 (2,126.81 (1,947.31 (1,716.31 (1,485.41 

4. 4 
1.5 

52.0 
60.6 
75.6 
62.5 

25 6. 6 
. 4 

257.0 
48.3 

284.4 
77.3 

593.4 
499.4 

1,031.9 
137.1 

2,623.5 
39.6 

4. 7 
1.5 

24.9 
54.0 
62.4 
57.5 

205.0 
. 4 

205.4 
15 9. 4 

17 2. 9 
51.0 

540.8 
425.2 
734.2 
141. 6 

2,065.7 
4 6. 2 

7.5 
1.2 

34.7 
74.3 
45.3 
46.6 

209.6 
. 3 

209.9 
43.8 

149.2 
39.1 

3 04.4 
487.2 
568.9 
143.1 

1,691.9 
65.1 

2.6 
. 8 

33.3 
56. 8 
3 6. 7 
43.2 

17 3. 4 
2.2 

175.6 
116. 0 

185.3 
27.8 

387.7 
472.5 
457.6 
14 2. 7 

1,673.6 
60.6 

3.0 
. 3 

4 6. 9 
47.4 
38.0 
50.9 

186.5 
3.3 

189.8 
4 6. 3 

172.4 
14. 6 

290.4 
396.2 
499.4 
179.2 

1,552.2 
8 9. 9 

$ 2,663.1 $ 2,111.9 $ 1,757.0 $ 1,734.2 $ 1,642.1 

110.5% 

3.31 
7.12 

3.33% 

90.3% 
278.7 

91. 0% 

10 9. 9% 

3.10 
7.43 

3.14% 

90.3% 
85.4 

90.2% 

101.1% 

3.30 
7.70 

3.36% 

86.9% 
116.8 

87.5% 

112.6% 

3.85 
8.34 

3.02% 

99.3% 
139.0 

100.3% 

12 6. 7% 

4. 12 
9. 14 

4.25% 

110.5% 
200.7 

113.2% 

4 01. 5 
375.0 
31.3 

807.8 
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Household Internatlonal, Inc. and Subsldlarles 
ANALYSIS OF CREDIT LOSS RESERVES ACTIVITY - MANAGED RECEIVABLES 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 

<S> 

Total Managed Credlt Loss Reserves at January 1 

Provlslon for Credlt Losses 

Charge-Offs 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total managed recelvables charged off 

Recoverles 
Domestlc: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

Total recoverles on managed recelvables 
Other, net 

Managed Credlt Loss Reserves 
Domestic: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Forelgn 

Total consumer 
Commerclal and other 

2001 2000 

<C> <C> 

$ 3,194.2 $ 2,666.6 

4,018.4 

12 02.4 I 
12 86.7 I 

(1,147.9) 
I 64 o. 2 I 

(1,196.2) 
12 82.2 I 

3,252.4 

I 139. 9 I 
I 188.4 I 
I 8 80.7 I 
I 605. 6 I 

(1,030.6) 
1275. 8 I 

(3, 755.6) (3,121.0) 
(12.2) (17.0) 

(3,767.8) (3,138.0) 

4. 4 
4. 0 

81.1 
62.3 

100.9 
71. 9 

324.6 
. 4 

325.0 
41. 6 

303.8 
448.8 
9 01.5 
630.9 

1,263.6 
223.2 

3, 771.8 
39.6 

4. 7 
4. 0 

4 9. 8 
57.0 
79.2 
69.0 

2 63.7 
. 3 

2 64. 0 
149.2 

195.9 
323.8 
849.0 
5 99.4 
957.5 
222.4 

3,148.0 
46.2 

Total Managed Credlt Loss Reserves at December 31 $ 3,811.4 $ 3,194.2 

Ratlo of Managed Credlt Loss Reserves to: 
Net charge-offs 
Recelvables: 

Consumer 
Commerclal 

Total 

Nonperformlng Loans: 
Consumer 
Commerclal 

Total 

</TABLE> 
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110.7% 

3.77 
7.12 

3.78% 

104.5% 
278.7 

105.0% 

111.1% 

3. 62 
7.43 

3. 65% 

107.4% 
85.4 

107.0% 

NET INTEREST MARGIN - 2001 COMPARED TO 2000 (OWNED BASIS) (RESTATED) 
<TABLE> 
<CAPTION> 

All dollar amounts 
are stated ln mllllons. 

<S> 
Recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Averuge Out8tundlng (1) 

2001 

<C> 

$38,850.4 
2,319.1 
8,138.3 

10,516.4 
12,486.0 

554.8 

2000 

<C> 

$30,682.5 
1,818.9 
7,126.5 
9,981.7 

10,194.7 
693.5 

Averuge Rute 

2001 2000 

<C> 

11. 6% 
15.3 
13.8 
13.4 
20.2 

2.3 

<C> 

12.0% 
16.7 
14.3 
14.3 
21. 0 

5. 0 

1999 

<C> 

$ 2,548.1 

2,781.8 

I 134. 1 I 
I 12 o. 4 I 

(1,020.8) 
I 59 8. 3 I 
(821.6) 
(281.4) 

(2,976.6) 
I 1 o. o I 

(2,986.6) 

7.5 
2. 8 

68.4 
77.0 
61. 2 
54.1 

271. 0 
. 3 

271. 3 
52.0 

17 2. 8 
242.4 
612.6 
603.7 
761.6 
208.4 

2,601.5 
65.1 

$ 2,666.6 

98.2% 

3.68 
7.70 

3.72% 

9 8. 8% 
116. 8 

10 0. 1% 

19 98 

<C> 

$ 2,523.0 

2,716.0 

I 118. 8 I 
I 70. o I 

(1,166.2) 
1544.3 I 
17 97. 9 I 
1250. o I 

(2,947.2) 
17.5 I 

(2,954.7) 

4. 4 
2 .1 

82.0 
65.0 
51. 6 
47.2 

252.3 
2.2 

254.5 
9. 3 

244.1 
133.2 
689.9 
541.5 
685.5 
193.3 

2,487.5 
60.6 

$ 2,548.1 

94. 4% 

3. 94 
8. 34 

3.99% 

109.0% 
139.0 

109.5% 

Flnance and 
Interest Income/ 
Intere8t Expen8e 

2001 2000 

<C> <C> 

4,516.1 $3,684.3 
354.0 303.6 

1,121.3 
1,405.3 
2,525.1 

13.0 

1,021.1 
1,432.2 
2,140.7 

34.7 

Varlance 

<C> 

831. 8 
50. 4 

100.2 
12 6. 9 I 
384.4 
121. 7 I 
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19 97 

<C> 

$ 2,109.0 

2,620.6 

I 106.3 I 
I 13. 6 I 

(1,106.7) 
I 4 36. o I 
I 639. 8 I 
1225. 8 I 

(2,528.2) 
I 26. 8 I 

(2,555.0) 

5. 8 
. 6 

94. 8 
50.0 
50.3 
52.8 

254.3 
3.3 

257.6 
90. 8 

235.7 
49.7 

7 04. 9 
4 62 .1 
759.6 
221.1 

2,433.1 
89. 9 

$ 2,523.0 

10 9. 8% 

3.92 
9. 14 

3.99% 

113.7% 
200.7 

115.5% 

Increase/(Decrease) Due to: 

Volume Rate 
Varlance (2) Varlance (2) 

<C> 

952.8 
78.0 

14 7. 5 
74.4 

465.9 
I 5. 9 I 

<C> 

(121.0) 
I 27. 6 I 
I 4 7. 3 I 

(101.3) 

I 81.5 I 
I 15. 8 I 
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Total recelvables 
Nonlnsurance lnvestments 

72,865.0 
8 94 .1 

60,497.8 
973.4 

13.6 
3. 0 

14.2 
3.5 

9,934.8 8,616.6 1,318.2 
26.5 34.0 I 7. 5 I 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) $73,759.1 

3,006.2 
4,825.8 

$61,471.2 
2,733.6 
5,161.7 

13.5% 14.1% 9,961.3 $8,650.6 $1,310.7 
Insurance lnvestments 
Other assets 

Total Assets 

Debt: 
Deposlts 
Commerclal paper 
Bank and other borrowlngs 
Senlor and senlor 

subordlnated debt wlth 
orlglnal maturltles 
over one year 

Total debt 
Other llabllltles 

Total llabllltles 
Preferred securltles 
Common shareholders' equlty 

Total Llabllltles and 
Shareholders' Equlty 

$81,591.1 

7,953.2 
9,221.1 
2,240.1 

50,018.2 

$69,432.6 
3,432.6 

72,865.2 
1,136.9 
7,589.0 

$81,591.1 

$69,366.5 

7,757.5 
9,828.7 
2,099.7 

39,387.9 

$59,073.8 
2,603.7 

61,677.5 
701. 9 

6,987.1 

$69,366.5 

6.3% 
4. 1 
3. 9 

6. 4 

6. 0% 

6.2% 
6.3 
5.5 

6. 9 

498.6 
376.3 

86.9 

484.0 
621.2 
116.5 

3,212.0 2,707.2 

6.7% $4,173.8 $3,928.9 

14.6 
I 24 4. 9 I 

12 9. 6 I 

504.8 

244.9 

Net Interest Margln -
Owned Basls (3) (5) 7. 9% 7.7% $5,787.5 $4,721.7 $1,065.8 

Interest Spread - Owned Basls ( 4) 7.5% 7. 4% 

</TABLE> 

(1) Nonaccrual loans are lncluded ln average outstandlng balances. 
(2) Rate/volume varlance lS allocated based on the percentage relatlonshlp of 

changes ln volume and changes ln rate to the total lnterest varlance. For 
total recelvables, total lnterest-earnlng assets and total debt, the rate 
and volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not 
represent an arlthmetlc sum o= the lndlvldual components. 

(3) Represents net lnterest margln as a percent of average lnterest-earnlng 
assets. 

(4) Represents the dlfference bebveen the yleld earned on lnterest-earnlng 
assets and the cost of the debt used to fund the assets. 

(5) The net lnterest margln analysls lncludes the followlng for forelgn 
buslnesses: 

Average lnterest-earnlng assets 
Average lnterest-bearlng llabllltles 
Net lnterest margln 
Net lnterest margln percentage 

<PAGE> 
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2001 

6,988.7 
5,973.3 

431. 2 
6.2% 

Household Internatlonal, Inc. and Subsldlarles 

2000 

6,639.1 
5,765.5 

4 67.7 
7. 0% 

NET INTEREST MARGIN - 2000 COMPARED TO 1999 (OWNED BASIS) (RESTATED) 

<TABLE> 
<CAPTION> 

19 99 

6,433.3 
5,138.5 

4 94. 9 
7. 7% 
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1,712.8 
I 2. 61 

$1,680.7 

12.3 
13 6. 4 I 

7. 4 

692.0 

675.3 

$ 1,005.4 

13 94. 6 I 
I 4. 9 I 

I 37 o. o I 

2.3 
12 08. s I 

I 37. o I 

I 187.2 I 

I 4 30.4 I 

60.4 

Flnance and 
Interest Income/ 
Interest Expense 

Increase/ (Decrease) Due to: 

All dollar amounts 
are stated ln mllllons. 

<S> 
Recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonln8urunce lnve8tment8 

Total lnterest-earnlng assets 
(excludlng lnsurance 
lnvestments) 

Insurance lnvestments 
Other assets 

Total Assets 

Debt: 
Deposlts 
Commerclal paper 

Average Outstandlng (1) Average Rate 

2000 

<C> 

$30,682.5 
1' 818. 9 
7,126.5 
9,981.7 

10,194.7 
693.5 

60,497.8 
1)73.4 

1999 2000 1999 

<C> <C> 

$21,679.1 12.0% 
1,119.8 16.7 
6,270.8 14.3 
9,486.2 14.3 
8,434.9 21.0 

809.6 5.0 

47,800.4 14.2 
1)75.0 3.5 

<C> 

11. 6% 
18.6 
11. 8 
13.6 
20.2 

8. 0 

13.6 
3. 4 

2000 1999 

<C> 

$3,684.3 
303.6 

1,021.1 
1,432.2 
2,140.7 

34.7 

8, 616.6 
34.0 

<C> 

$2,513.1 
207.8 
739.2 

1,289.8 
1,705.4 

65.1 

6,520.4 
. 4 

$61,471.2 
2,733.6 
5,161.7 

$48,775.4 14.1% 
2,596.9 

13.4% $8,650.6 $6,553.8 

$69,366.5 

$7,757.5 
9' 82 8. 7 

4, 671.1 

$56,043.4 

3,037.3 
8,620.3 

6.2% 
6.3 

5.5% 
5.2 

484.0 
621.2 

168.4 
4 51. 7 

Volume Rate 
Varlance Varlance (2) Varlance (2) 

<C> 

$1,171.2 
95.8 

2 81. 9 
142.4 
435.3 
I 30.4 I 

2,096.2 
. 6 

$2,096.8 

315. 6 
169.5 

<C> 

1,043.7 
129.7 
104.8 

67.4 
355.8 

I 9. 3 I 

1,692.1 
I. 1 I 

$ 1, 713.5 

261. 7 
63.3 

<C> 

$ 12.0 
I 33. 9 I 
177.1 

75.0 
79.5 

I 21.1 I 

288.6 
. 7 

$383.3 

$ 53.9 
106.2 
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Bank and other borrowlngs 
Senlor and senlor 

subordlnated debt 
wlth orlglnal 
maturltles over 
one year 

2,099.7 1,426.7 

39,387.9 32,954.1 

5.5 5. 0 116.5 70.8 

6. 9 6.3 2,707.2 2,085.7 

Total debt $59,073.8 
2,603.7 

$46,038.4 
3,359.9 

6. 7% 6.0% $3,928.9 $2,776.6 
Other llabllltles 

Total llabllltles 
Preferred securltles 
Common shareholders' equlty 

Total Llabllltles and 
Shareholders' Equlty 

Net Interest Margln -
Owned Basls (3) (5) 

Interest Spread -
Owned Basls (4) 

</TABLE> 
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61,677.5 
701. 9 

6,987.1 

$69,366.5 
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49,398.3 
539.4 

6,105.7 

$56,043.4 

7. 7% 7.7% $4,721.7 $3,777.2 

7. 4% 7. 4% 

NET INTEREST MARGIN - 2001 COMPARED TO 2000 AND 1999 (MANAGED BASIS) (RESTATED) 

Net Interest Margln on a Managed Basls As recelvables are securltlzed rather 
than held ln our portfollo, net lnterest margln lS reclasslfled to 
securltlzatlon revenue. We retaln a substantlal portlon of the proflt lnherent 
ln the recelvables whlle lncreaslng llquldlty. The comparablllty of net lnterest 
margln between perlods may be lmpacted by the level and type of recelvables 
securltlzed. Net lnterest margln on a Managed Basls lncludes flnance lncome 
earned on our owned recelvables as well on our securltlzed recelvables. Thls 
flnance lncome lS offset by lnterest expense on the debt recorded on our balance 
sheet as well as the contractual rate of return on the lnstruments lssued to 
lnvestors when the recelvables were securltlzed. 

<TABLE> 
<CAPTION> 

45.7 33.4 

621.5 407.2 

$1,152.3 765.6 

944.5 947.9 

Average Outstandlng(1) Average Rate 
Flnance and Interest 

Income/Interest Expense 
All dollar amounts are 

stated ln mllllons. 

<S> 
Recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

Total lnterest-earnlng assets 
(excludlng lnsurance 

2001 

<C> 

$40,049.6 
5,323.5 

17,282.8 
12,260.6 
17,013.8 

554.9 

92,485.2 
894. 1 

2000 

<C> 

$32,530.2 
3,842.3 

16,111.2 
11,194.2 
14,760.8 

693.5 

19 99 

<C> 

$24,574.5 
2,370.4 

15,295.7 
10,255.9 
13,008.6 

809.6 

79,132.2 66,314.7 
973.4 975.0 

lnvestments) $93,379.3 $80,105.6 $67,289.7 

Total debt 

Net Interest Margln -
Managed Basls (3) 

$89,052.8 $71,274.4 $64,552.7 

Interest Spread - Managed Basls (41 

2001 2000 1999 

<C> <C> <C> 

11.6% 12.0% 11.6% 
17.5 18.3 19.0 
14.0 14.6 13.1 
13.5 14.4 13.6 
20.0 20.5 19.6 
2.3 5.0 8.0 

14.1 14.7 14.0 
3.0 3.5 3.4 

<C> 

2001 

4,650.2 
929.5 

2,411.3 
1,655.8 
3,407.8 

13.0 

13,067.6 
2 6. 5 

<C> 

2000 

3,906.5 
702.5 

2,348.3 
1,613.5 
3,019.5 

34.7 

11,625.0 
34.0 

<C> 

1999 

2,847.5 
449.6 

1, 996.6 
1,398.7 
2,555.8 

65.0 

9,313.2 
33.4 

14.0% 14.6% 13.9% $13,094.1 $11,659.0 $ 9,346.6 

5.9% 7.3% 5.9% $ 5,212.8 $ 5,212.7 $ 3,836.5 

8.4% 8.1% 8.2% $ 7,881.3 $ 6,446.3 $ 5,510.1 

8.1% 7.3% 8.0% 

Increase/(Decrease) Due to: 

2001 Compared to 2000 2000 Compared to 1999 

Recelvables: 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total recelvables 
Nonlnsurance lnvestments 

Total lnterest-earnlng assets 

Volume 
Varlance Varlance(2) 

743.7 
227.0 

63.0 
42.3 

388.3 
121. 7 I 

1,442.6 
I 7. 5 I 

876.8 
259.9 
169.7 
147.9 
452.4 

15. 9 I 

1,900.8 
12. 6 I 

Rate 
Varlance(2) 

I 133. 1 I 
I 32. 9 I 

I 106. 7 I 
I 105. 61 

I 64. 1 I 
I 15. 8 I 

I 4 58. 2 I 
I 4. 9 I 

Varlance 

1,059.0 
252.9 
351.7 
214. 8 
4 63. 7 
I 30.3 I 

2,311.8 
. 6 

Volume Rate 
Varlance(2) Varlance(2) 

955.4 
2 69 .1 
121.1 
135.3 
358.4 

I 8. 4 I 

1,873.6 
I .1 I 

$103.6 
I 16.2 I 
230.6 

79.5 
105.3 
I 21. 9 I 

438.2 
. 7 
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214.3 

$386.7 

$ 13.4 I 
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(excludlng lnsurance 
lnvestments) 

Total debt 

Net Interest 
Managed Basls 

Interest Spread- Managed Basls (4) 

</TABLE> 

$1,435.1 $ 1,882.1 I 4 4 7. o I 

. 1 $ 1,156.1 $(1,156.0) 

$1,435.0 726.0 709.0 

(1) Nonaccrual loans are lncluded ln average outstandlng balances. 

$ 2,312.4 

$ 1,376.2 

936.2 

(2) Rate/volume varlance lS allocated based on the percentage relatlonshlp of 
changes ln volume and changes ln rate to the total lnterest varlance. For 
total recelvables, total lnterest-earnlng assets and total debt, the rate 
and volume varlances are calculated based on the relatlve welghtlng of the 
lndlvldual components comprlslng these totals. These totals do not 
represent an arlthmetlc sum o= the lndlvldual components. 

(3) Represents net lnterest margln as a percent of average lnterest-earnlng 
assets. 

(4) Represents the dlfference bebveen the yleld earned on lnterest-earnlng 
assets and cost of the debt used to fund the assets. 

49 

<PAGE> 

Household Internatlonal, Inc. and Subsldlarles 
SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED) (RESTATED) 

<TABLE> 
<CAPTION> 

2001 - Three Months Ended 
All dollar amounts except per share 
data are stated ln mllllons. 

<S> 
Flnance and other lnterest lncome 
Interest expense 

Net lnterest margln 
Provision for credit losses on owned 

recelvables 

Net lnterest margln after provlslon for 
credlt losses 

Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other lncome 

Total other revenues 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng 
Other servlclng 

expenses 
Amortlzatlon of acqulred lntanglbles and 

goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

Income before lncome taxes 
Income taxes 

Net lncome 

Baslc earnlngs per common share 
Dlluted earnlngs per common share 
Dlvldends declared 
Welghted average common and common 

equlvalent shares outstandlng 

</TABLE> 
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Dec. 

<C> 
$2,590.0 

983.4 

1,606.6 

829.3 

777.3 

511.3 
175.3 

45.8 
232.2 

59.9 

1,024.5 

424.1 
71. 0 
84 .1 

120.4 

174.0 

39.0 
74.5 

987.1 

814.7 
2 81.5 

533.2 

1. 14 
1. 13 

.22 

4 63.2 

Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED) 

<TABLE> 
In mllllons, except per share data. 
Year ended December 31 

Sept. 

<C> 
$2,521.7 

1,035.2 

1,486.5 

722.9 

763.6 

451. 1 
169.2 
42.3 

235.7 
51.5 

94 9. 8 

408.3 
74.1 
86.1 

119. 5 

17 4. 1 

39.0 
77.5 

978.6 

734.8 
249.2 

485.6 

1. 05 
1. 03 

.22 

467.7 

June 

<C> 
$2,434.4 
1,048.4 

1,386.0 

657.1 

728.9 

397.4 
159.3 

37.8 
223.5 

4 9. 4 

867.4 

387.2 
73.6 
83.7 

121. 8 

173.0 

39.0 
73.1 

951. 4 

64 4. 9 
221. 6 

423.3 

. 91 

. 9 0 

.22 

469.6 

2001 

March 

<C> 
$2,415.2 
1,106.8 

1,308.4 

7 03. 6 

604. 8 

403.1 
158.6 

41. 8 
212.1 
161.7 

977.3 

377.6 
54.5 
83.5 

128.7 

195.7 

40.6 
77.5 

958.1 

624.0 
218.5 

405.5 

. 87 

. 85 

. 19 

472.0 

2000 

(RESTATED) (RESTATED) 

Page 66 of 108 

$ 1,872.3 $44 0 .1 

834.0 $542.2 

$ 1,038.3 $(102.1) 

2000 - Three Months Ended 

Dec. 

<C> 
$2,402.2 

1,117.0 

1,285.2 

574.8 

710. 4 

391. 2 
14 7. 7 
47.0 

221. 9 
33.5 

841. 3 

355.5 
50.3 
77.1 
98.6 

124.1 

40.5 
63.4 

809.5 

742.2 
266.2 

4 7 6. 0 

1. 01 
. 9 9 
.19 

4 7 6. 1 

19 99 

Sept. 

<C> 
$2,258.0 
1,057.2 

1,200.8 

524.4 

676.4 

376.1 
146.7 

43.9 
2 01.3 

30.1 

798.1 

333.0 
53.1 
78.4 

100.3 

137.3 

40.5 
67.1 

809.7 

664. 8 
230.0 

4 34. 8 

.92 

. 91 

. 19 

477.6 

(RESTATED) 

June 

<C> 
$2,073.5 

933.0 

1,140.5 

495.6 

64 4. 9 

351. 7 
131. 8 
42.5 

180.8 
31.9 

738.7 

321. 5 
57.4 
75.6 

118. 2 

14 5. 3 

40.6 
64.3 

822.9 

560.7 
192.4 

368.3 

.77 

.77 

.19 

477.0 

March 

<C> 
$1,916.9 

821.7 

1,095.2 

522.1 

573.1 

340.3 
135.0 

4 0. 8 
156.2 
133.3 

8 05. 6 

302.1 
42.8 
75.5 

126.5 

188.3 

44. 8 
66.9 

846.9 

531.8 
180.3 

351.5 

. 74 

.75 

.17 

4 74. 0 
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<S> 
Flnance and other lnterest lncome 
Interest expense 

Net lnterest margln 
Provlslon for credlt losses on owned recelvables 

Net lnterest margln after provlslon for credlt losses 

Securltlzatlon revenue 
Insurance revenue 
Investment lncome 
Fee lncome 
Other lncome 

Total other revenues 

Salarles and frlnge beneflts 
Sales lncentlves 
Occupancy and equlpment expense 
Other marketlng expenses 
Other servlclng and admlnlstratlve expenses 
Amortlzatlon of acqulred lntanglbles and goodwlll 
Pollcyholders' beneflts 

Total costs and expenses 

Income before lncome taxes 
Income taxes 

Net lncome 

Earnlngs Per Common Share 
Net lncome 

<C> 
9,961.3 
4,173.8 

5,787.5 
2,912.9 

2,874.6 

1,762.9 
662.4 
167.7 
903.5 
322.5 

3,819.0 

1,597.2 
273.2 
337.4 
490.4 
716.8 
157. 6 
302.6 

3,875.2 

2,818.4 
970.8 

1,847.6 

<C> 
$ 8,650.6 

3,928.9 

4,721.7 
2,116.9 

2,604.8 

1,459.3 
5 61.2 
174.2 
7 60.2 
228.8 

3,183.7 

1,312.1 
2 03. 6 
306.6 
443.6 
595.0 
166.4 
2 61.7 

3,289.0 

2,499.5 
868.9 

$ 1,630.6 

$ 1,630.6 

<C> 
$ 6,553.8 

2,776.6 

3,777.2 
1,716.4 

2,060.8 

1,365.8 
534.6 
168.8 
546.2 
223.8 

2,839.2 

1,048.7 
145.9 
270.9 
346.9 
550.6 
150.0 
258.1 

2, 771.1 

2,128.9 
700.6 

$ 1,428.3 

$ 1,428.3 
Preferred dlvldends 

1,847.6 
I 15. 5 I I 9. 2 I I 9. 2 I 

Earnlngs avallable to common shareholders 1,832.1 $ 1,621.4 

Average common shares 
Average common and common equlvalent shares 

Baslc earnlngs per common share 

Dlluted earnlngs per common share 

</TABLE> 

462.0 
468.1 

3.97 

3.91 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED BALANCE SHEETS (UNAUDITED) 

<TABLE> 
<CAPTION> 

<S> 
Assets 

In mllllons, except share data. 
At December 31 

Cash 
Investment securltles 
Recelvables, net 
Acqulred lntanglbles and goodwlll, net 
Propertles and equlpment, net 
Real estate owned 
Other assets 

Total assets 

Llabllltles and Shareholders' Equlty 
Debt: 

Deposlts 
Commerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt (wlth orlglnal 

maturltles over one year) 

Total debt 
Insurance pollcy and clalm reserves 
Other llubllltle8 

Total llabllltles 
Company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts* 
Preferred stock 
Common shareholders' 

Common stock, $1. 
551,684,740 and 
2001 and 2000, respectlvely 

Addltlonal pald-ln capltal 
Retalned earnlngs 
Accumulated other comprehenslve 

750,000,000 shares authorlzed; 
shares lssued at December 31, 

4 71. 8 
476.2 

3. 44 

3.40 

$ 1,419.1 

477.0 
4 81. 8 

2.98 

2.95 

2001 2000 

(RESTATED) (RESTATED) 
<C> <C> 

543.6 490.2 
3,580.5 3,259.0 

79,263.5 67,161.7 
1,563.0 1,719.7 

531.1 517.6 
398.9 337.1 

3,030.3 2,823.9 

$ 88,910.9 $ 76,309.2 

$ 6,562.3 
12,024.3 

56,823.6 

75,410.2 
1,094.5 
3,132.5 

79,637.2 

975.0 
455.8 

551.7 
2,030.0 
8,837.5 

17 32.4 I 

$ 8,676.9 
10,787.9 

45,053.0 

64,517.8 
1,106.6 
2,178.2 

67,802.6 

675.0 
164.4 

551.1 
1, 926.0 
7,396.5 

1214.7 I 
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Less common stock ln treasury, 94,560,437 and 80,080,506 
shares at December 31, 2001 and 2000, respectlvely, at cost (2,843.9) (1,991.7) 

Total common shareholders' equlty 7,842.9 7,667.2 

Total llabllltles and shareholders' equlty $ 88,910.9 $ 76,309.2 

</TABLE> 

* The sole assets of the trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln November 2001, January 
2001, June 2000, March 1998 and June 1995, bearlng lnterest at 7.50, 8.25, 
10.00, 7.25 and 8.25 percent, respectlvely, wlth prlnclpal balances of 
$206.2, $206.2, $309.3, $206.2 and $77.3 mllllon, respectlvely, and due 
November 15, 2031, January 30, 2031, June 30, 2030, December 31, 2037, and 
June 30, 2025, respectlvely. The $103.1 mllllon Junlor Subordlnated 
Deferrable Interest Notes lssued ln June 1996 were redeemed ln December 
2 001. 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 2001 

(RESTATED) 
<S> 
Cash Provlded by Operatlons 

Net lncome 
AdJustments to reconclle net lncome to net cash 

provlded by operatlons: 
Provlslon for credlt losses on owned recelvables 
Insurance pollcy and clalm reserves 
Depreclatlon and amortlzatlon 
Deferred lncome tax provlslon 
Interest-only strip receivables, net change 
Other, net 

Cash provlded by operatlons 

Investments ln Operatlons 
Investment securltles: 

Purchased 
Matured 
Sold 

Short-term lnvestment securltles, net change 
Recelvables: 

Orlglnatlons, net 
Purchases and related premlums 
Sold 

Acqulsltlon of buslness operatlons 
Propertles and equlpment purchased 
Propertles and equlpment sold 

<C> 

1,847.6 

2,912.9 
2 04. 2 
314. 7 

I 6. 1 I 
I 1 oo. 6 I 
344.8 

5,517.5 

(1,744.2) 
4 81. 9 
686.3 
255. 9 

(46,324.7) 
(1,577.4) 
32,293.6 

1175.2 I 
20.3 

2000 

(RESTATED) 
<C> 

1,630.6 

2,116.9 
36.6 

308.1 
46.1 

I 59. o I 
108.3 

4,187.6 

I 8 04.4 I 
4 51.5 
238.4 
I 4 7. 8 I 

(39,930.6) 
(4,162.8) 
26,919.2 

I 87 .1 I 
1173.8 I 

16.3 

Cash decrease from lnvestments ln operatlons (16,083.5) (17,581.1) 

Flnanclng and Capltal Transactlons 
Short-term debt and demand deposlts, net change 
Tlme certlflcates, net change 
Senlor and senlor subordlnated debt lssued 
Senlor and senlor subordlnated debt retlred 
Pollcyholders' beneflts pald 
Cash recelved from pollcyholders 
Shareholders' dlvldends 
Issuance of company obllgated mandatorlly redeemable 

preferred securltles of subsldlary trusts 
Redemptlon of company obllgated mandatorlly redeemable 

preferred securltles of subsldlary trusts 
Issuance of preferred stock 
Purchase of treasury stock 
Issuance of common stock 

Cash lncrease from flnanclng and capltal transactlons 

Effect of exchunge rute chunge8 on 

Increase (decrease) ln cash 
Cash at January 1 

Cash at December 31 

Supplemental Cash Flow Informatlon: 
Interest pald 
Income taxes pald 

Supplemental Noncash Investlng and Flnanclng Actlvltles: 
Common stock lssued for acqulsltlon 

1,300. 9 
(2,118.6) 
21,172.0 
(9,107.0) 

I 85. 7 I 
60.4 

I 4 06. 6 I 

400.0 

I 1 oo. o I 
2 91. 4 

I 916. 3 I 
121.8 

10,612.3 

7. 1 

53.4 
490.2 

543.6 

4,511.2 
979.5 

182.0 
3,219.7 

21,608.3 
(11,152.0) 

(117. 6) 
60.2 

(358. 9 I 

300.0 

12 09.3 I 
64.4 

13,596.8 

16.3 

219.6 
270.6 

490.2 

3,920.6 
689.9 

2 09.4 

1999 

(RESTATED) 
<C> 

1,428.3 

1, 716.4 
7 6. 1 

298.2 
I. 61 

134. o I 
(231. 6) 

3,254.0 

(1,431. 7) 
792.5 
732.5 

(111.1) 

(32, 888.1) 
(2,571.6) 
25,249.8 

I 4 3. 4 I 
I 13 9. 8 I 

29.1 

(10,381.8) 

839.1 
2,961.6 

11,281.3 
(6,870.6) 

I 12 6. 9 I 
63.0 

I 332. 1 I 

I 915. 9 I 
45.0 

6,944.5 

I 3. s I 

I 18 6. 8 I 
457.4 

270.6 

2,757.6 
337.6 

15.0 
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</TABLE> 

The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK 
AND COMMON SHAREHOLDERS' EQUITY (UNAUDITED) 

<TABLE> 
<CAPTION> 

All amounts except per share data are stated 
ln mllllons. 

Addltlonal 
Preferred Common Pald-ln 

Stock Stock Capltal 

Page 69 of 108 

Common Shareholders' Equlty 

Accumulated 
Other 

Retalned Comprehenslve 
Earnlngs Income(l) 

(RESTATED) 

Common Total Common 
Stock ln Shareholders' 
Treasury Equlty 

<S> <C> <C> <C> <C> <C> <C> 
(RESTATED) 

<C> 
Balance at December 31, 1998 164.4 $ 544.1 $1,652.5 $5,184.4 
Cumulatlve adJustment related to restatement 

Balance at December 31, 1998, as restated 

Net lncome 
Other comprehenslve lncome, net of tax: 

Unreallzed losses on lnvestments and 
lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.68 per share 

Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 1999 

Net lncome 
Other comprehenslve lncome, net of tax: 

Unreallzed galns on lnvestments and 
lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.74 per share 

Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2000 

Net lncome 
Other comprehenslve lncome, net of tax: 

Cumulatlve effect of change ln accountlng 
prlnclple (FAS No. 133) 

Unreallzed losses on cash flow hedglng lnstruments, 
net of reclasslflcatlon adJustment 

Unreallzed galns on lnvestments and 
lnterest-only strlp recelvables, net of 
reclasslflcatlon adJustment 

Forelgn currency translatlon adJustments 

Total comprehenslve lncome 
Cash dlvldends: 

Preferred at stated rates 
Common, $.85 per share 

Issuance of preferred stock 
Exerclse of stock optlons 
Issuance of common stock 
Purchase of treasury stock 

164.4 

164.4 

164.4 

291. 4 

544.1 

6.1 
. 2 

550.4 

. 5 

. 2 

551.1 

. 5 

.1 

1,652.5 

103.0 
25.3 

1,780.8 

20.7 
124.5 

1, 926.0 

31.2 
72.8 

I 155. 8 I 

5,028.6 

1,428.3 

I 9. 2 I 
I 322. 9 I 

6,124.8 

1, 630.6 

I 9. 2 I 
I 34 9. 7 I 

7,396.5 

1,847.6 

I 15. 5 I 
(391.1) 

Balance at December 31, 2001 $ 455.8 $ 551.7 $2,030.0 $8,837.5 

</TABLE> 

(1) Accumulated other comprehenslve lncome lncludes the followlng: 
<TABLE> 
<CAPTION> 

In mllllons. At December 31 

<S> 
Unreallzed losses on cash flow hedglng lnstruments 

2001 2000 1999 

<C> <C> <C> 
$ (699.1) 

(145.1) $(1,014.5) 

(145.1) (1,014.5) 

I 93.7 I 
I 18. 1 I 

(51. 2 I 
19.5 

I 915. 9 I 

(256.9) (1,962.1) 

95.1 
I 52. 9 I 

30.6 
14 9. 1 

I 20 9. 3 I 

(214.7) (1,991.7) 

(241.4) 

I 4 57.7 I 

199.5 
I 18. 1 I 

15.2 
4 8. 9 

I 916. 3 I 

$ (732.4) $(2,843.9) 

1998 

<C> 
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$ 6,221.4 
I 155. 8 I 

6,065.6 

1,428.3 

I 93.7 I 
I 18 .1 I 

1,316.5 

I 9. 2 I 
(322. 9 I 

57.9 
45.0 

I 915. 9 I 

6,237.0 

1,630.6 

95.1 
I 52. 9 I 

1,672.8 

I 9. 2 I 
(34 9. 7 I 

51. 8 
273.8 

12 09.3 I 

7,667.2 

1,847.6 

(241.4) 

I 4 57.7 I 

199.5 
I 18 .1 I 

1,329.9 

I 15.5 I 
(391.1) 

46.9 
121.8 

I 916.3 I 

7,842.9 
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Unreal1zed ga1ns (losses) on 1nvestments and 
1nterest-only str1p rece1vables: 

Gross unreal1zed ga1ns (losses) 
Income tax expense (bene=lt) 

Net unreal1zed 
Cumulat1ve adJustments 

adJustments 

(losses) 
fore1gn currency translat1on 

351.7 
128.4 

223.3 

41. 6 
17.8 

23.8 

(256.61 (238.51 

$ (109.81 $ 
I 38.5 I 

I 71.3 I 

I 185. 6 I 

34. 0 
11.6 

22.4 

I 167.5 I 

Total $ (732.41 $(214.71 $ (256.91 $ (145.11 

</TABLE> 

The accompany1ng notes are an 1ntegral part of these consol1dated f1nanc1al 
statements. 
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Household Internat1onal, Inc. and Subs1d1ar1es 
CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK 
AND COMMON SHAREHOLDERS' EQUITY (Cont1nued) 
<TABLE> 
<CAPTION> 

Shares Outstand1ng 

<S> 
Balance at December 31, 1998 
Exerc1se of common stock opt1ons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 1999 
Exerc1se of common stock opt1ons 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2000 
Issuance of preferred stock 
Exercise of common stock options 
Issuance of common stock 
Purchase of treasury stock 

Balance at December 31, 2001 

</TABLE> 

Comprehens1ve Income 

Preferred 
Stock 

<C> 
1,398,279 

1,398,279 

1,398,279 
300,000 

1,698,279 

Issued 

<C> 
544,124,170 

6,083,549 
223,338 

550,431,057 
516,823 
152,285 

551,100,165 

548,744 
35,831 

551,684,740 

In Treasury 

<C> 
(60, 986,4311 

(791, 6811 
1,055,566 

(21, 797' 0661 

(82,519,6121 
1,531,458 
6,321,263 

(5, 413,6151 

(80, 080,5061 

1,466,979 
1,450,484 

(17,397,3941 

(94,560,4371 

We adopted FAS No. 133, "Account1ng for Der1vat1ve Instruments and Hedg1ng 
Act1v1t1es," on January 1, 2001. The adopt1on was accounted for as a cumulat1ve 
effect of a change 1n account1ng pr1nc1ple. The table below d1scloses 
reclass1f1cat1on adJustments and the related tax effects allocated to each 
component of other comprehens1ve 1ncome (expense) 1nclud1ng the adopt1on of FAS 
No. 133 and unreal1zed ga1ns (losses) on cash flow hedg1ng 1nstruments 1n 2001, 
unreal1zed ga1ns (losses) on 1nvestments and 1nterest-only str1p rece1vables 
and fore1gn currency translat1on adJustments. 

<TABLE> 
<CAPTION> 
In m1ll1ons. 

Year ended December 31 Before-Tax 

<S> 
19 99 
Unreal1zed ga1ns (losses) on 1nvestments and 1nterest-only str1p 
rece1vables: 

Net unreal1zed hold1ng losses ar1s1ng dur1ng the per1od 
Less: Reclass1f1cat1on adJustment for ga1ns real1zed ln net 

Net unreal1zed losses on 1nvestments and 1nterest-only str1p 
rece1vables 

Fore1gn currency translat1on adJustments 

Other comprehens1ve expense 

2000 

1ncome 

<C> 

$(134.41 
I 9. 4 I 

I 143. 8 I 

I 23.4 I 

$ (167 .21 

Unreal1zed ga1ns (losses) on 1nvestments and 1nterest-only str1p rece1vables: 
Net unreul1zed hold1ng gu1n8 ur181ng dur1ng the per1od $ 152.2 
Less: Reclass1f1cat1on adJustment for ga1ns real1zed 1n net 1ncome (.8) 

Net unreal1zed ga1ns on 1nvestments and 1nterest-only str1p rece1vables 
Fore1gn currency translat1on adJustments 

Other comprehens1ve 1ncome 

2001 
Unreal1zed ga1ns (losses) on cash =low hedg1ng 1nstruments: 

Cumulat1ve effect of change 1n account1ng pr1nc1ple (FAS No. 133) 
Net losses ar1s1ng dur1ng the per1od 
Less: Reclass1f1cat1on adJustment for losses real1zed 1n net 

151.4 
17 s. 3 I 

7 6. 1 

$ (376. 61 
(1,137.01 

422.9 

Common Stock 

Net Outstand1ng 

<C> 
483,137,739 

5,291,868 
1,278,904 

(21,797,0661 

467,911,445 
2,048,281 
6,473,548 

15,413,615 I 

471,019,659 

2,015,723 
1,486,315 

(17,397,3941 

457,124,303 

Tax 
(Expense) 
Benef1t Net-of-Tax 

<C> 

46.8 
3.3 

50.1 

5.3 

55.4 

$ I 56. 6 I 
. 3 

15 6. 3 I 
22.4 

$ I 33. 9 I 

135.2 
408.2 

(151.81 

<C> 

$ I 87. 61 
I 6. 1 I 

I 93. 7 I 

I 18. 1 I 

$(111.81 

05.6 

I. 5 I 

95.1 
(52. 9 I 

4 2. 2 

$(241.41 
I 7 2 8. 8 I 
271. 1 

Page 70 of 108 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013102003174/0000950131-02-0 ... 12/9/2008 

HHT 0017179 

Case: 1:02-cv-05893 Document #: 2111-9 Filed: 02/24/16 Page 70 of 108 PageID #:80755



Net losses on cash flow hedglng lnstruments 11,090.71 

Unreallzed galns (losses) on lnvestments and lnterest-only strlp recelvables: 
Net unreallzed holdlng galns arlslng durlng the perlod 
Less: Reclasslflcatlon adJustment for galns reallzed ln net lncome 

Net unreallzed galns on lnvestments and lnterest-only strlp recelvables 

Forelgn currency translatlon adJustments 

Other comprehenslve expense 

</TABLE> 
The accompanylng notes are an lntegral part of these consolldated flnanclal 
statements. 
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Household Internatlonal, Inc. and Subsldlarles 
Notes to Consolldated Flnanclal Statements (UNAUDITED) 

321. 3 
I 11. 2 I 

310.1 

12 8. 2 I 

$ 1808.81 

Household Internatlonal, Inc. and subsldlarles ("Household") lS a leadlng 
provlder of consumer lendlng products to mlddle-market consumers ln the Unlted 
States, Unlted Klngdom and Canada. Household may also be referred to ln these 
notes to the consolldated flnanclal statements as "we," "us" or "our." Our 
lendlng products lnclude real estate secured loans, auto flnance loans, 
MasterCard* and Vlsa* credlt cards, prlvate label credlt cards and personal 
non-credlt card loans. We also offer tax refund antlclpatlon loans ln the Unlted 
States and credlt and speclalty lnsurance ln the Unlted States, the Unlted 
Klngdom and Canada. We have three reportable segments: Consumer, Credlt Card 
Servlces, and Internatlonal. Our Consumer segment conslsts of our branch-based 
consumer lendlng, mortgage servlces, retall servlces, and auto flnance 
buslnesses. Our Credlt Card Servlces segment conslsts of our domestlc MasterCard 
and Vlsa credlt card buslness. Our Internatlonal segment conslsts of our forelgn 
operatlons ln the Unlted Klngdom ("U.K.") and Canada. 

RESTATEMENT 

Household Internatlonal, Inc. has restated lts consolldated flnanclal statements 
for the years ended December 31, 1999, 2000 and 2001. We belleve thls amended 
Form 10-K and the exhlblts lncluded herewlth lnclude all adJustments relatlng to 
the restatement for all such prior periods. The restatement relates to 
MasterCard/Vlsa co-brandlng and af=lnlty credlt card relatlonshlps and a 
marketlng agreement wlth a thlrd party credlt card marketlng company. All 
part of our Credlt Card Servlces segment. In consultatlon wlth our prlor 
audltors, Arthur Andersen LLP, we treated payments made ln connectlon wlth these 
agreements that were entered lnto between 1992 and 1999 as prepald assets and 
amortlzed them ln accordance wlth the underlylng economlcs of the agreements. 
Our current audltors, KPMG LLP, have advlsed us that, ln thelr Vlew, these 
payments should have elther been charged agalnst earnlngs at the tlme they were 
made or amortlzed over a shorter perlod of tlme. There lS no slgnlflcant change 
as a result of these adJustments on the prlor perlods net earnlngs trends 
prevlously reported. The balance o= retalned earnlngs at December 31, 1998 has 
been restated from amounts prevlously reported to reflect a retroactlve charge 
of $158.8 mllllon, after tax, for these ltems. 

The cumulatlve restatement relates to the followlng perlods: 
<TABLE> 
<CAPTION> 

Dollar amounts are 
stated ln mllllons. 

<S> 
2001 
2000 
19 99 
1994-1998 

</TABLE> 

Pre-Tax 

<C> 
$1120.21 

I 11 o. 9 I 
I 91. 8 I 

1245. o I 

Restatements to Reported Income 

Tax Effect After Tax 

<C> <C> 
$44.3 17 5. 9 I 

4 0. 8 17 o. 1 I 
33. 7 15 8. 1 I 
89.2 I 155. 8 I 

The lmpact of these amounts to reported dlluted earnlngs per share was as 
follows: 
<TABLE> 
<CAPTION> 

<S> 
2001 
2000 
19 99 

</TABLE> 

As Reported 

<C> 
$4.08 

3.55 
3.07 

1. Summary of Slgnlflcant Accountlng Pollcles 

Restated 

<C> 
$3.91 

3.40 
2.95 

% Change 
to Reported 

<C> 
13. 9 I% 
I 4.1 I 
13. 9 I 
I 3. 8 I 

Basls of Presentatlon The consolldated flnanclal statements lnclude the 
accounts of Household Internatlonal, Inc. and all subsldlarles. All slgnlflcant 
lntercompany accounts and transactlons have been ellmlnated. Certaln prlor year 
amounts have been reclasslfled to conform wlth the current year's presentatlon. 

The preparatlon of flnanclal statements ln conforrnlty wlth generally accepted 

391. 6 

I 114. 5 I 
3. 9 

1110.61 

10. 1 

291. 1 
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I 69 9. 1 I 

206.8 
I 7. 3 I 

199.5 

I 18. 1 I 

$1517.71 

% Change from Prlor Perlod Net Income 

As Reported As Restated 

<C> <C> 
13.1% 13.3% 
14.4 14.2 
28.5 28.3 
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accountlng prlnclples requlres management to make estlmates and assumptlons that 
affect the amounts reported ln the flnanclal statements and accompanylng notes. 
Actual results could dlffer from those estlmates. 

Investment Securltles We malntaln lnvestment portfollos (comprlsed prlmarlly of 
debt securltles) ln both our nonlnsurance and lnsurance 
lnvestment securltles portfollo was classlfled as 

Our entlre 
at December 

31, 2001 and 2000. Avallable-for-sale lnvestments are lntended to be lnvested 
for an lndeflnlte perlod but may be sold ln response to events expect to 
occur ln the foreseeable future. These lnvestments are carrled at falr value. 
Unreallzed holdlng galns and losses on avallable-for-sale lnvestments are 
recorded as adJustments to common shareholders' equlty accumulated other 
comprehenslve lncome, net of lncome taxes. Any decllne 
lnvestments whlch lS deemed to be other than temporary 
current earnlngs. 

the falr value of 
charged agalnst 

Cost of lnvestment securltles sold lS determlned uslng the speclflc 
ldentlflcatlon method. Interest lncome earned on the nonlnsurance lnvestment 
portfollo lS classlfled ln the statements of lncome ln net lnterest margln. 
Reallzed galns and losses from the lnvestment portfollo and lnvestment lncome 
from the lnsurance portfollo are recorded ln lnvestment lncome. Accrued 
lnvestment lncome lS classlfled wlth lnvestment securltles. 

Recelvables Recelvables are carrled at amortlzed cost. Flnance lS 
recognlzed uslng the effectlve yleld method. Premlums and dlscounts on purchased 
recelvables are recognlzed as adJustments to the yleld of the related 
recelvables. Orlglnatlon fees are deferred and amortlzed to flnance lncome over 
the estlmated llfe of the related recelvables, except to the extent they offset 
dlrectly related lendlng costs. MasterCard and Vlsa annual fees are netted wlth 
dlrect lendlng costs, deferred, and amortlzed on a stralght-llne basls over 
year. Net deferred annual fees related to these recelvables totaled $90.3 
mllllon at December 31, 2001 and $63.4 mllllon at December 31, 2000. 

Insurance reserves and unearned premlums appllcable to credlt rlsks on consumer 
recelvables are treated as a reductlon of recelvables ln the balance sheets, 
slnce payments on such pollcles generally are used to reduce outstandlng 
recelvables. 
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Provlslon and Credlt Loss Reserves Provlslon for credlt losses on owned 
recelvables lS made ln an amount sufflclent to malntaln credlt loss reserves at 
a level consldered adequate to cover probable losses of prlnclpal, lnterest and 
fees, including late, overlimit and annual fees, in the existing owned 
portfollo. Probable losses are estlmated for consumer recelvables based on 
contractual dellnquency status and hlstorlcal loss experlence. For commerclal 
loans, probable losses are calculated uslng estlmates of amounts and tlmlng of 
future cash flows expected to be recelved on loans. In addltlon, loss reserves 
on consumer recelvables are malntalned to reflect our JUdgment of portfollo rlsk 
factors, such as economlc condltlons, bankruptcy trends, product mlx, geographlc 
concentratlons and other slmllar ltems. Charge-off and customer account 
management pollcles are also consldered when establlshlng loss reserve 
requlrements to ensure approprlate allowances exlst for products wlth longer 
charge-off perlods and for customers benefltlng from account management 
declslons. Loss reserve estlmates are revlewed perlodlcally and adJustments are 
reported ln earnlngs when they become known. As these estlmates are lnfluenced 
by factors outslde our control, such as consumer payment patterns and economlc 
condltlons, there lS uncertalnty lnherent ln these estlmates, maklng lt 
reasonably posslble that they could change. 

pollcy for consumer recelvables varles by product. Unsecured 
are wrltten off at the followlng stages of contractual dellnquency: 

MasterCard and Vlsa-6 months; prlvate label-9 months; and personal non-credlt 
card-9 months and no payment recelved ln 6 months, but ln no event to exceed 12 
months. For real estate secured recelvables, carrylng values ln excess of net 
reallzable value are charged off at the tlme of foreclosure or when settlement 
lS reached wlth the borrower. For loans secured by automoblles, carrylng values 
ln excess of net reallzable value are charged off at the earller of repossesslon 
and sale of the collateral, the collateral belng ln our possesslon for more than 
90 days, or the loan becomlng 150 days contractually dellnquent. Charge-offs may 
occur sooner for certaln consumer recelvables lnvolvlng a bankruptcy. Our 
pollcles for consumer loans permlt reset of the contractual dellnquency status 
of an account to current, subJect to certaln llmlts, lf a predetermlned number 
of consecutlve payments has been recelved and there lS evldence that the reason 
for the dellnquency has been cured. Such reaglng pollcles vary by product and 
are deslgned to manage customer relatlonshlps and ensure maxlmum collectlons. 
Commerclal recelvables are wrltten off when lt becomes apparent that an account 
lS uncollectlble. 

Nonaccrual Loans Nonaccrual loans are loans on whlch accrual of lnterest has 
been suspended. Interest lncome lS suspended on real estate secured, personal 
non-credlt card and commerclal loans when prlnclpal or lnterest payments are 
more thun three month8 contructuully pu8t due. For Mu8terCurd und Vl8U und 
prlvate label credlt card recelvables, lnterest contlnues to accrue untll the 
recelvable lS charged off. For auto flnance recelvables, accrual of lnterest 
lncome lS dlscontlnued when payments are more than two months contractually past 
due. Accrual of lncome on nonaccrual real estate secured and personal homeowner 
loans ("PHL's") lS resumed lf the recelvable becomes less than three months 

dellnquent and on auto flnance loans when the loan becomes less 
contractually dellnquent. Interest on nonaccrual personal 

non-credlt card recelvables other than PHL's lS recorded as collected. Accrual 
of lncome on nonaccrual commerclal loans lS resumed lf the loan becomes 
contractually current. Cash payments recelved on nonaccrual commerclal loans are 
elther applled agalnst prlnclpal or reported as lnterest lncome, accordlng to 
our JUdgment as to the collectlblllty of prlnclpal. 
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Recelvables Sold and Servlced wlth Llmlted Recourse and Securltlzatlon Revenue 
Certaln real estate secured, auto =lnance, MasterCard and Vlsa, prlvate label 
and personal non-credlt card recelvables have been securltlzed and sold to 
lnvestors wlth llmlted recourse. We have retalned the servlclng rlghts to these 
recelvables. Recourse lS llmlted to our rlghts to future cash flow and any 
subordlnated lnterest that we may retaln. Upon sale, the recelvables are removed 
from the balance sheet and a galn on sale lS recognlzed for the dlfference 
between the carrylng value of the recelvables and the adJusted sales proceeds. 
The adJusted sales proceeds lnclude cash recelved and the present value estlmate 
of future cash flows to be recelved over the llves of the sold recelvables. 
Future cash flows are based on estlmates of prepayments, the lmpact of lnterest 
rate movements on ylelds of recelvables and securltles lssued, dellnquency of 
recelvables sold, servlclng fees and other factors. The resultlng galn lS also 
adJusted by a provlslon for estlmated probable losses under the recourse 
provlslons based on hlstorlcal experlence and estlmates of expected future 
performance. Galns on sale net of recourse provlslons, servlclng lncome and 
excess spread relatlng to securltlzed recelvables are reported ln the 
accompanylng consolldated statements of lncome as securltlzatlon revenue. 
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In connectlon wlth these transactlons, we record an lnterest-only strlp 
recelvable, representlng our contractual rlght to recelve lnterest and other 
cash flows from our securltlzatlon trusts. Our lnterest-only strlp recelvables 
are reported at falr value uslng dlscounted cash flow estlmates as a separate 
component of recelvables net of our estlmate of probable losses under the 
recourse provlslons. Cash flow estlmates lnclude estlmates of prepayments, the 
lmpact of lnterest rate movements on ylelds of recelvables and securltles 
lssued, dellnquency of recelvables sold, servlclng fees and estlmated probable 
losses under the recourse provlslons. Unreallzed galns and losses are recorded 
as adJustments to common shareholders' equlty ln accumulated other comprehenslve 
lncome, net of lncome taxes. Our lnterest-only strlp recelvables are revlewed 
for lmpalrment quarterly or earller lf events lndlcate that the carrylng value 
may not be recovered. Any decllne ln the falr value of the lnterest-only strlp 
recelvable whlch lS deemed to be other than temporary lS charged agalnst current 
earnlngs. 

In September 2 0 0 0, the F lnanclal Accountlng Standards Board ( "FASB") lS sued 
Statement of Flnanclal Accountlng Standards No. 140, "Accountlng for Transfers 
and Servlclng of Flnanclal Assets and Extlngulshments of Llabllltles, a 
Replacement of FASB Statement No. 125" ("FAS No. 140"). FAS No. 140 revlsed the 
standards for accountlng for securltlzatlons and requlres certaln dlsclosures. 
We adopted the nondisclosure related provisions of FAS No. 140 as required on 
Aprll 1, 2001. The adoptlon dld not have a slgnlflcant effect on our operatlons. 

Propertles and Equlpment, Net Propertles and equlpment are recorded at cost, 
net of accumulated depreclatlon and amortlzatlon. For flnanclal reportlng 
purposes, depreclatlon lS provlded on a stralght-llne basls over the estlmated 
useful llves of the assets whlch generally range from 3 to 40 years. Leasehold 
lmprovements are amortlzed over the lesser of the economlc useful llfe of the 
lmprovement or the term of the lease. Malntenance and repalrs are expensed as 
lncurred. 

Repossessed Collateral Real estate owned lS valued at the lower of cost or falr 
value less estlmated costs to sell. These values are perlodlcally revlewed and 
reduced, lf necessary. Costs of holdlng real estate, and related galns and 
losses on dlsposltlon, are credlted or charged to operatlons as lncurred as a 
component of operatlng expense. Repossessed vehlcles, net of loss reserves when 
appllcable, are recorded at the lmver of the estunated falr market value or the 
outstandlng recelvable balance. 

Insurance Insurance revenues on revolvlng credlt lnsurance pollcles are 
recognlzed when bllled. Insurance revenues on the remalnlng lnsurance contracts 
are recorded as unearned premlums and recognlzed lnto lncome based on the nature 
and terms of the underlylng contracts. Llabllltles for credlt lnsurance pollcles 
are based upon estlmated settlement amounts for both reported and lncurred but 
not yet reported losses. Llabllltles for future beneflts on annulty contracts 
and speclalty and corporate owned llfe lnsurance products are based on actuarlal 
assumptlons as to lnvestment ylelds, mortallty and wlthdrawals. 

Acqulred Intanglbles and Goodwlll Acqulred lntanglbles conslst of acqulred 
credlt card relatlonshlps whlch are amortlzed on a stralght-llne basls over 
thelr estlmated useful llves. These llves vary by portfollo and lnltlally ranged 
from 4 to 15 years. Goodwlll represents the purchase prlce over the falr value 
of ldentlflable assets acqulred less llabllltles assumed from buslness 
comblnatlons and was amortlzed on a stralght-llne basls over perlods not 
exceedlng 25 years through December 31, 2001. Acqulred lntanglbles are revlewed 
for lmpalrment uslng dlscounted cash flows and goodwlll uslng undlscounted cash 
flows whenever events lndlcate that the carrylng amounts may not be recoverable. 
We conslder slgnlflcant and long-term changes ln lndustry and economlc 
condltlons to be our prlmary lndlcator of potentlal lmpalrment. Impalrment 
churge8, when requlred, ure culculuted U8lng dl8counted 

<PAGE> 

In 

141' 

58 

2001, the FASB lssued Statements of Flnanclal 
Comblnatlons" ("FAS No. 141") and No. 142, 

flow8. 

Intanglble Assets" ("FAS No. 142"). FAS No. 141 ellmlnated the poollng of 
lnterests method of accountlng and requlres that the purchase method of 
accountlng be used for all buslness comblnatlons lnltlated after June 30, 2001. 
We had no acqulsltlons durlng 2001 whlch were affected by FAS No. 141. FAS No. 
142 changed the accountlng for goodwlll from an amortlzatlon method to an 
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lmpalrment-only approach. Amortlzatlon of goodwlll recorded ln past buslness 
comblnatlons ceased upon adoptlon of the statement on 1, 2002. The 
adoptlon lS expected to lncrease net lncome by approxlmately mllllon, or 
$.10 per share, annually. 

Treasury Stock We account for repurchases of common stock uslng the cost method 
wlth common stock ln treasury classlfled ln the balance sheets as a reductlon of 
common shareholders' equlty. Treasury stock lS relssued at average cost. 

Derlvatlve Flnanclal Instruments Effectlve January 1, 2001, we adopted 
Statement of Flnanclal Accountlng Standards No. 133, "Accountlng for Derlvatlve 
Instruments and Hedglng Actlvltles" ("FAS No. 133"), as amended. Under FAS No. 
133, all derlvatlves are recognlzed on the balance sheet at thelr falr value. On 
the date the derlvatlve contract lS entered lnto, we deslgnate the derlvatlve as 
a falr value hedge, a cash flow hedge, a hedge of a net lnvestment ln a forelgn 
operatlon, or a non-hedglng derlvatlve. Falr value hedges lnclude hedges of the 
falr value of a recognlzed asset or llablllty and certaln forelgn currency 
hedges. Cash flow hedges lnclude hedges of the varlablllty of cash flows to be 
recelved or pald related to a recognlzed asset or llablllty and certaln forelgn 
currency hedges. Changes ln the falr value of derlvatlves deslgnated as falr 
value hedges, along wlth the change ln falr value on the hedged asset or 
llablllty that lS attrlbutable to the hedged rlsk, are recorded ln current 
perlod earnlngs. Changes ln the falr value of derlvatlves deslgnated as cash 
flow hedges, to the extent effectlve as a hedge, are recorded ln accumulated 
other comprehenslve lncome and reclasslfled lnto earnlngs ln the perlod durlng 
whlch the hedged ltem affects earnlngs. Changes ln the falr value of derlvatlves 
used to hedge our net lnvestment ln forelgn subsldlarles, to the extent 
effectlve as a hedge, are recorded ln common shareholders' equlty as a component 
of the cumulatlve translatlon adJustment account wlthln accumulated other 
comprehenslve Changes ln the falr value of derlvatlve lnstruments not 
deslgnated as hedglng lnstruments and lneffectlve portlons of changes ln the 
falr value of hedglng lnstruments are recognlzed ln other lncome ln the current 
perlod. 

We formally document all relatlonshlps between hedglng lnstruments and hedged 
ltems. Thls documentatlon lncludes our rlsk management obJectlve and strategy 
for undertaklng varlous hedge transactlons, as well as how hedge effectlveness 
and lneffectlveness Wlll be measured. Thls process lncludes llnklng derlvatlves 
to speclflc assets and llabllltles on the balance sheet. We also formally 

, both at the hedge's lnceptlon and on an ongolng basls, whether the 
derlvatlves that are used ln hedglng transactlons are hlghly effectlve ln 
offsettlng changes ln falr values or cash flows of hedged ltems. When lt lS 
determlned that a derlvatlve lS not hlghly effectlve as a hedge or that lt has 
ceased to be a hlghly effectlve hedge, we dlscontlnue hedge accountlng 
prospectlvely. 

When hedge accountlng lS dlscontlnued because lt lS determlned that the 
derlvatlve no longer quallfles as an effectlve hedge, the derlvatlve Wlll 
contlnue to be carrled on the balance sheet at lts falr value, wlth changes ln 
lts falr value recognlzed ln current perlod earnlngs. For falr value hedges, the 
formerly hedged asset or llablllty Wlll no longer be adJusted for changes ln 
falr value and any prevlously recorded adJustments to the carrylng value of the 
hedged asset or llablllty Wlll be amortlzed ln the same manner that the hedged 
ltem affects lncome. For cash flow hedges, amounts prevlously recorded ln 
accumulated other comprehenslve lncome Wlll be reclasslfled lnto lncome as 
earnlngs are lmpacted by the varlablllty ln the cash flows of the hedged ltem. 

If the hedglng lnstrument lS termlnated early, the derlvatlve lS removed from 
the balance sheet. Accountlng for the adJustments to the hedged asset or 
llablllty or adJustments to accumulated other comprehenslve lncome are the same 
as descrlbed above when a derlvatlve no longer quallfles as an effectlve hedge. 
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If the hedged asset or llablllty lS sold or extlngulshed, the derlvatlve Wlll 
contlnue to be carrled on the balance sheet at lts falr value, wlth changes ln 
lts falr value recognlzed ln current perlod earnlngs. The hedged ltem, lncludlng 
prevlously recorded mark-to-market adJustments, lS derecognlzed lmmedlately as a 
component of the galn or loss upon dlsposltlon. 

The adoptlon of FAS No. 133 on January 1, 2001 was accounted for as a cumulatlve 
effect of a change ln accountlng prlnclple. The lrnpact of the adoptlon was not 
materlal to earnlngs and reduced common shareholders' equlty by $241.4 mllllon. 
The adJustment to common shareholders' equlty was recorded as a component of 
accumulated other comprehenslve lncome and was made to recognlze at falr value 
all derlvatlves that were deslgnated as cash flow hedglng lnstruments. Durlng 
2001, approxlmately $119 mllllon ln derlvatlve losses assoclated wlth the 
transltlon adJustment were reclasslfled lnto earnlngs. These losses were offset 
by decreased lnterest expense assoclated wlth the varlable cash flows of the 
hedged ltems and resulted ln no economlc lmpact to our earnlngs. Derlvatlve 
galns assoclated wlth the transltlon adJustment reclasslfled lnto earnlngs 
durlng 2001 were not materlal. 

Forelgn Currency Translatlon We have forelgn subsldlarles located ln the Unlted 
Klngdom and Canada. The functlonal currency for each forelgn subsldlary lS lts 
local currency. Assets and llabllltles of these subsldlarles are translated at 
the rate of exchange ln effect on the balance sheet date; lncome and expenses 
are translated at the average rate of exchange prevalllng durlng the year. 
Resultlng translatlon 

a component of 
are accumulated ln common shareholders' equlty 

other comprehenslve lncome. 

We perlodlcally enter lnto forward exchange contracts to hedge our lnvestment ln 
forelgn subsldlarles. After-tax galns and losses on contracts to hedge forelgn 
currency fluctuatlons are accumulated ln common shareholders' equlty as a 
component of accumulated other comprehenslve lncorne. Effects of forelgn currency 
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translatlon ln the statements of cash flows are offset agalnst the cumulatlve 
forelgn currency adJustment, except for the lmpact on cash. Forelgn currency 
transactlon galns and losses are lncluded ln lncorne as they occur. 

Stock-Based Compensatlon We account for stock optlon and stock purchase plans 
ln accordance wlth No. 25, "Accountlng for 
Stock Issued wlth APE 25, no 
compensatlon expense lS recognlzed for stock optlons lssued. 

Income Taxes Federal lncome taxes are accounted for utlllzlng the llablllty 
method. Deferred tax assets and llabllltles are determlned based on dlfferences 
between flnanclal reportlng and tax bases of assets and llabllltles and are 
measured uslng the enacted tax rates and laws that Wlll be ln effect when the 
dlfferences are expected to reverse. Investment tax credlts generated by 
leveraged leases are accounted for uslng the deferral method. 

2. Buslness Comblnatlons, Acqulsltlons and Dlvestltures 

On February 7, 2000, we purchased all of the outstandlng capltal stock of 
Renalssance Holdlngs, Inc. ("Renalssance"), a prlvately held lssuer of secured 
and unsecured credlt cards to subprlme customers, for approxlmately $300 mllllon 
of our common stock and cash. The acqulsltlon provlded us wlth an establlshed 
platform for growlng the subprlme credlt card buslness and expandlng our product 
offerlngs to customers and prospects ln our other buslnesses. The acqulsltlon 
was accounted for as a purchase and, accordlngly, Renalssance's operatlons have 
been lncluded ln our results of operatlons slnce February 7, 2000. 

In August 1999, we acqulred all of the outstandlng capltal stock of Declslon One 
Mortgage Company LLC ( "Declslon One") for approxlmately $60 mllllon ln common 
stock and cash. Declslon One orlglnates loans through a 30-state broker network 
and packages them for sale to lnvestors. The acqulsltlon was accounted for as a 
purchase and, accordlngly, earnlngs from Declslon One have been lncluded ln our 
results of operatlons subsequent to the acqulsltlon date. 

<PAGE> 

3. Investment Securltles 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Avallable-For-Sale Investments 
Corporate debt securltles 
Money market funds 
Certlflcates of deposlt 
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U.S. government and federal agency debt securltles 
Marketable equlty securltles 
Other 

Subtotal 
Accrued lnvestment lncome 

Total lnvestment securltles 

</TABLE> 

2001 

<C> 

2,054.0 
342.3 
259.8 
217.8 
21.2 

638.9 

3,534.0 
4 6. 5 

$ 3,580.5 

2000 

<C> 

1,873.5 
43 6. 6 
319.2 
173.5 
24.9 

390.3 

3,218.0 
41.0 

$ 3,259.0 

Proceeds from the sale of avallable-for-sale lnvestments totaled approxlmately 
$.7 bllllon ln 2001, $.2 bllllon ln 2000 and $.7 bllllon ln 1999. Gross galns of 
$12.9 mllllon ln 2001, $2.2 mllllon ln 2000 and $12.1 mllllon ln 1999 and gross 
losses of $1.7 mllllon ln 2001, $1.4 mllllon ln 2000 and $2.7 mllllon ln 1999 
were reallzed on those sales. 

The gross unreallzed galns (losses', on avallable-for-sale lnvestment securltles 
were as follows: 
<TABLE> 
<CAPTION> 

2001 2000 

In mllllons. 
At December 31 

<S> 
Corporate debt securltles 
Money market funds 
Certlflcates of deposlt 
u.s. government and 

Federal agency debt 
Securltle:J 

Marketable equlty 
Securltles 

Other 

Gross 
Amortlzed Unreallzed 

Cost Galns 

<C> <C> 
2' 08 9. 5 31.3 

342.3 
24 6. 1 13.7 

217.0 2. 0 

24. 4 
611. 6 28.6 

Gross 
Unreallzed 

Losses 

<C> 
I 66. 8 I 

I 1. 2 I 

I 3. 2 I 
I 1. 3 I 

Gross Gross 
Falr Amortlzed Unreallzed Unreallzed 

Value Cost Galns Losses 

<C> <C> <C> <C> 
2,054.0 1,948.5 17.4 I 92. 4 I 

342.3 436.6 
259.8 319.2 

217.8 173.7 1.6 I 1. 8 I 

21.2 25.8 I. 9 I 
638.9 390.1 . 6 I. 4 I 

<C> 

Falr 
Value 

1,873.5 
436.6 
319.2 

173.5 

24.9 
390.3 

Total avallable-for-sale 
Investments $ 3,530.9 75.6 I 72.5 I $ 3,534.0 $ 3,293.9 $ 19.6 $ 195.51 $ 3,218.0 

</TABLE> 

See Note 14, ''Falr Value of Flnanclal Instruments,'' for further dlscusslon of 
the relatlonshlp between the falr value of our assets, llabllltles and 
off-balance sheet flnanclal lnstruments. 
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Contractual maturltles of and ylelds on lnvestments ln debt securltles were as 
follows: 
<TABLE> 
<CAPTION> 

Corporate Debt Securltles 
U.S. Government and Federal 

Agency Debt Securltles 
All dollar amounts are 

Stated ln mllllons. 
At December 31, 2001 

<S> 
Due wlthln 1 year 
After 1 but wlthln 5 years 
After 5 but wlthln 10 years 
After 10 years 

Total 

</TABLE> 

Amortlzed 
Cost 

<C> 
s 4 9. 8 

806.7 
392.6 
84 0. 4 

s 2,089.5 

<C> 

Falr 
Value 

50.5 
817.3 
3 94.2 
792.0 

$ 2,054.0 

Yleldlll 

<C> 
5 .1% 
5.7 
6.5 
7. 0 

6. 4% 

Amortlzed 
Cost 

<C> 
44.6 
84. 6 
64.7 
23.1 

$ 217.0 

(1) Computed by dlvldlng annuallzed lnterest by the amortlzed cost of respectlve 
lnvestment securltles. 
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4. Recelvables 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total owned recelvables 
Accrued flnance charges 

61 

Credlt loss reserve for owned recelvables 
Unearned credit insurance premiums and claims 
Interest-only strlp recelvables 
Amounts due and deferred from recelvable sales 

Total owned recelvables, net 
Recelvables servlced wlth llmlted recourse 

Total managed recelvables, net 

</TABLE> 

2001 

<C> 
43,856.8 

2,368.9 
8,141.2 

11,663.9 
13,337.0 

506.9 

79,874.7 
1,559.8 

12,663.11 
I 895. 8 I 
968.2 
419.7 

79,263.5 
20,948.0 

$100,211.5 

Forelgn recelvables lncluded ln owned recelvables were as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
Real estate secured 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt 

Card 
Commerclal and other 

<C> 
$ 

Unlted Klngdom 

2001 2000 1999 

<C> <C> <C> 
924.6 $ 857.1 $ 751. 0 $ 

1' 17 4. 5 2,206.7 2,167.8 
1' 284. 8 1,234.6 1,145.6 

1, 217.5 1,000.3 1,310.8 
. 3 . 8 1.1 

2001 

458.4 

525.7 

382.8 
1.4 

Falr 
Value 

<C> 
44.7 
85. 6 
64.7 
22.8 

$217. 8 

2000 

<C> 
35,179.7 

1,850.6 
8,053.6 

10,347.3 
11,328.1 

598.6 

67,357.9 
1,302.6 

12,111.91 
I 725. 2 I 
636.5 
701. 8 

67,161.7 
20,249.5 

$ 87,411.2 

Yleldl11 

<C> 
7. 6% 
5.7 
5. 1 
6. 0 

5. 9% 

Canada 

2000 

<C> <C> 
$ 4 02. 6 $ 

4 41.2 

377.5 
1.5 

19 99 

339.2 

427.4 

3 71. 0 
2.7 

Total 4,601.7 5,299.5 5,376.3 1,368.3 1,222.8 1,140.3 

</TABLE> 

Forelgn managed recelvables represented 7 and 9 percent of total managed 
recelvables at December 31, 2001 and 2000, respectlvely. 

The outstandlng balance of recelvables servlced wlth llmlted recourse conslsted 
of the followlng: 

<TABLE> 
<CAPTION> 

In mllllon:J. 
At December 31 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total 

</TABLE> 

<C> 

2001 

8 61. 8 
4,026.6 
9,254.0 
2,150.0 
4,655.6 

$ 20,948.0 

2000 

<C> 
1,457.8 
2,712.7 
9,529.8 
1,650.0 
4,899.2 

$ 20,249.5 
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The comblnatlon of recelvables owned and recelvables servlced wlth llmlted 
recourse, whlch conslder our managed portfollo, lS shown below: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 
Commerclal and other 

Total 

</TABLE> 
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2001 

<C> 
44,718.6 

6,395.5 
17,395.2 
13,813.9 
17,992.6 

506.9 

$100,822.7 

We malntaln facllltles wlth thlrd partles whlch provlde for the securltlzatlon 
of recelvables on a revolvlng basls totallng $12.9 bllllon, of whlch $10.6 
bllllon were utlllzed at December 31, 2001. The amount avallable under these 
facllltles Wlll vary based on the tlmlng and volume of publlc securltlzatlon 
transactlons. 

Contractual maturltles of owned recelvables were as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31, 2001 20 02 2003 20 04 2005 

2000 

<C> 
36,637.5 
4,563.3 

17,583.4 
11,997.3 
16,227.3 

598.6 

$ 87,607.4 

2006 
There
after 

<S> <C> <C> <C> <C> <C> <C> 

Real estate secured 11,951.9 8,588.8 6,260.9 4,530.3 3,376.7 9,148.2 
Auto flnance 38.3 74.5 233.2 559.1 1,039.9 423.9 
MasterCard/Vlsa 939.9 83 0. 1 7 01. 8 639.3 544.3 4,485.8 
Prlvate label 5,782.3 2,280.3 7 01.3 414.2 27 6. 2 2,209.6 
Personal non-credit 

card 3,336.1 2,392.9 1,930.9 1,506.7 1,178.9 2,991.5 
Comrnerclal and other 43.6 4 4. 8 58.2 39.9 35.4 285.0 

Total $ 22,092.1 $ 14,211.4 $ 9,886.3 $ 7,689.5 $ 6,451.4 $ 19,544.0 

</TABLE> 

A substantlal portlon of consumer recelvables, based on our experlence, Wlll be 
renewed or repald prlor to contractual maturlty. The above maturlty schedule 
should not be regarded as a forecast of future cash collectlons. The ratlo of 
annual cash collectlons of prlnclpal to average prlnclpal balances, excludlng 
credlt card recelvables, approxlmated 55 percent ln 2001 and 58 percent ln 2000. 

The followlng table sumrnarlzes contractual maturltles of owned recelvables due 
after one year by reprlclng characterlstlc: 

<TABLE> 

In mllllons. 
At December 31, 2001 

<S> 
Recelvables at predetermlned lnterest rates 
Recelvables at floatlng or adJustable rates 

Total 

</TABLE> 

Nonaccrual owned consumer recelvables totaled $2,064.3 mllllon and $1,636.7 
mllllon at December 31, 2001 and 2000, respectlvely, lncludlng $215.3 mllllon 
and $226.0 mllllon, respectlvely, relatlng to forelgn operatlons. Interest 
lncome that would have been recorded ln 2001 and 2000 lf such nonaccrual 
recelvables had been current and ln accordance wlth contractual terms was 

$315.8 mllllon and $260.4 mllllon, respectlvely, lncludlng $34.6 
mllllon and .2 mllllon, respectlvely, relatlng to forelgn operatlons. 
Interest lncome that was lncluded ln net lncome for 2001 and 2000, prlor to 
these loans belng placed on nonaccrual status, was $173.5 mllllon 
und $143.0 mllllon, re8pectlvely, lncludlng $16.4 mllllon und .0 mllllon, 
respectlvely, relatlng to forelgn operatlons. For an analysls of reserves for 
credlt losses, see our "Analysls o:= Credlt Loss Reserves Actlvlty" on pages 31 
and 32 on an owned and managed basls. 

Interest-only strlp recelvables are reported net of our estlmate of probable 
losses under the recourse for recelvables servlced wlth llmlted 
recourse. Our estlmate of recourse obllgatlon totaled $1,148.3 mllllon at 
December 31, 2001 and $1,082.3 mllllon at December 31, 2000. Interest-only strlp 
recelvables also lncluded falr value mark-to-market adJustments of $348.6 
mllllon at year-end 2001 and $117.5 mllllon at year-end 2000. 

Amounts due and deferred from recelvable sales lnclude certaln assets 

Over 1 
But Wlthln 

5 years 

<C> 
$ 27,241.4 

10,997.2 

$ 38,238.6 
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Total 

<C> 

43,856.8 
2,368.9 
8,141.2 

11,663.9 

13,337.0 
506.9 

$ 79,874.7 

<C> 

Over 
years 

$ 9,985.6 
9,558.4 

$ 19,544.0 
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establlshed under the recourse provlslons for certaln recelvable sales, 
lncludlng funds deposlted ln spread accounts, offset by net customer payments 
owed to the securltlzatlon trustee. Net customer payments owed to the 
securltlzatlon trustee totaled $27.0 mllllon at December 31, 2001 and $61.2 
mllllon at December 31, 2000. 
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5. Asset Securltlzatlons 

We sell auto flnance, MasterCard and Vlsa, prlvate label and personal non-credlt 
card recelvables ln varlous securltlzatlon transactlons. We contlnue to servlce 
and recelve servlclng fees on the outstandlng balance of securltlzed 
recelvables. We also retaln rlghts to future cash flows arlslng from the 
recelvables after the lnvestors recelve thelr contractual return. We have also, 
ln certaln cases, retalned other subordlnated lnterests ln these 
securltlzatlons. These transactlons typlcally result ln the recordlng of an 
lnterest-only strlp recelvable whlch represents the value of the future resldual 
cash flows from securltlzed recelvables. The lnvestors and the securltlzatlon 
trusts have only llmlted recourse to our assets for fallure of debtors to pay. 
That recourse lS llmlted to our rlghts to future cash flow and any subordlnated 
lnterest we retaln. Servlclng assets and llabllltles are not recognlzed ln 
conJunctlon wlth our securltlzatlons slnce we recelve adequate compensatlon 
relatlve to current market rates to servlce the recelvables sold. See Note 1, 
"Summary of Slgnlflcant Accountlng Pollcles," for further dlscusslon on our 
accountlng for lnterest-only strlp recelvables. 

Securltlzatlon revenue lncludes lncome assoclated wlth the current and prlor 
perlod securltlzatlon and sale of recelvables wlth llmlted recourse. Such lncome 
lncludes galns on sales, net of our estlmate of probable credlt losses under the 
recourse provlslons, servlclng lncome and excess spread relatlng to those 
recelvables. 

Net lnltlal galns, whlch represent gross lnltlal galns net of our estlmate of 
probable credlt losses under the recourse provlslons, and the key economlc 
assumptlons used ln measurlng the net lnltlal galns from securltlzatlons 
completed durlng the years ended December 31, 2001 and 2000 were as follows: 

<TABLE> 
<CAPTION> 

MasterCard/ Personal Non-
Vlsa Credlt Card 

Prlvate 
Label 

Auto 
Flnance 

<S> <C> <C> <C> <C> 
2001 
Net lnltlal galns (ln mllllons) 7.3 36.0 13.1 
Key economlc assumptlons: ( 1) 

Welghted-average llfe (ln years) . 38 1. 23 . 85 
Payment speed 93.59% 52.33% 67.06% 
Expected credlt losses (annual rate) 5.08 7.34 5.49 
Dlscount rate on cash flows 9.00 11. 00 10.00 
Cost of funds 6.15 4.24 5.73 

2000 
Net lnltlal galns (ln mllllons) 0.7 37.5 8. 5 
Key economlc assumptlons: ( 1) 

Welghted-average llfe (ln years) . 41 1. 28 . 93 
Payment speed 92.62% 52.01% 63. 9 7% 

Expected credlt losses (annual rate) 5.48 6.87 6.60 
Dlscount rate on cash flows 9.00 11. 00 10.00 
Cost of funds 5.88 6.67 6. 3 6 

</TABLE> 

(1) Welghted-average annual rates for securltlzatlons entered lnto durlng the 
perlod for securltlzatlons of loans wlth slmllar characterlstlcs. 

Certaln securltlzatlon trusts, such as credlt cards, are establlshed at flxed 
levels and requlre frequent sales of new recelvables lnto the trust to replace 
recelvable run-off. These replenlshments totaled $24.7 bllllon ln 2001 and $21.0 
bllllon ln 2000. Net galns (gross galns less estlrnated credlt losses under the 
recourse provlslons) related to these replenlshments were calculated uslng 
welghted-average assumptlons conslstent wlth those used for calculatlng galns 
lnltlal securltlzatlons and totaled $407.5 mllllon ln 2001 and $328.4 mllllon 
2000. 

64 

<PAGE> 

Cash flows recelved from securltlzatlon trusts were as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> 
2001 
Proceeds from lnltlal securltlzatlons 
Servlclng fees recelved 
Other cash flow recelved 

retalned lnterests ( 1) 
2000 

MasterCard/ 
Vlsa 

<C> 

261. 1 
182.9 

78 9. 0 

Personal Non
Credlt Card 

<C> 

$2,123.6 
90.6 

181. 1 

Prlvate 
Label 

<C> 

500.0 
34.9 

157.9 

109.3 

2.20 
34.20% 

4.79 
10.00 

4.54 

8 0. 4 

2.06 
35.98% 

5.38 
10.00 

7.12 

Total 

<C> 

$ 165.7 

$ 170.1 

Auto 
Flnance 

Real Estate 
Secured 

<C> <C> 

$2,573.9 
84.9 12.0 

111.9 67.5 
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<C> 

Total 

5,458.6 
405.3 

1,307.4 
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Proceeds from lnltlal securltlzatlons 
Servlclng fees recelved 

$1,925.0 
17 9- 7 

$2,637.4 
91. 3 

500.0 
24.2 

Other cash flow recelved on 
retalned lnterests ( 1) 64 5-5 177.4 

</TABLE> 

(1) Other cash flows lnclude all cash flows from lnterest-only strlp 
recelvables, excludlng servlclng fees. 

Our lnterest-only strlp recelvables are reported at falr value uslng dlscounted 
cash flow estlmates. 

At December 31, 2001, the sensltlvlty of the current falr value of the 
lnterest-only strlp recelvables to an lmmedlate 10 percent and 20 percent 
unfavorable change ln assumptlons are presented ln the table below. These 
sensltlvltles are based on assumptlons used to value our lnterest-only strlp 
recelvables at December 31, 2001. 

<TABLE> 
<CAPTION> 

57.4 

Dollar amounts are stated ln mllllons. 
MasterCard/ 

Vlsa 
Personal Non

Credlt Card 

<S> <C> <C> 
Carrylng value (falr value) of lnterest-only strlp 

Recelvables 2 67-2 335.4 
Welghted-average llfe lln years) .57 1.19 
Payment speed assumptlon (annual rate) 83.82% 45.62% 

Impact on falr value of 10% adverse change I 22.2 I I 23.2 I 
Impact on falr value of 20% adverse change I 41. 6 I I 45.7 I 

Expected credlt losses (annual rate) 5.21% 7.41% 
Impact on falr value of 10% adverse change I 23. o I I 36.5 I 
Impact on falr value of 20% adverse change I 4 6. o I I 72. 9 I 

Dlscount rate on resldual cash flows (annual rate) 9- 00% 11.00% 
Impact on falr value of 10% adverse change 13. o I 13. o I 
Impact on falr value of 20% adverse change I 6.1 I I 6. o I 

Varlable returns to lnvestors (annual rate) 5.09% 3.53% 
Impact on falr value of 10% adverse change I 23.3 I I 19.3 I 
Impact on falr value of 20% adverse change I 4 6. 6 I I 38 .1 I 

</TABLE> 

These sensltlvltles are hypothetlcal and should not be consldered to be 
predictive of future performance. As the figures indicate, the change in fair 
value based on a 10 percent varlatlon ln assumptlons cannot necessarlly be 
extrapolated because the relatlonshlp of the change ln assumptlon to the change 
ln falr value may not be llnear. Also, ln thls table, the effect of a varlatlon 
ln a partlcular assumptlon on the =alr value of the resldual cash flow lS 
calculated lndependently from any change ln another assumptlon. In reallty, 
changes ln one factor may contrlbute to changes ln another (for example, 
lncreases ln market lnterest rates may result ln lower prepayments) whlch mlght 
magnlfy or counteract the sensltlvltles. Furthermore, the estlmated falr values 
as dlsclosed should not be consldered lndlcatlve of future earnlngs on these 
assets. 

Statlc pool credlt losses are calculated by summlng actual and proJected future 
credlt losses and dlvldlng them by the orlglnal balance of each pool of asset. 
Due to the short term revolvlng nature of MasterCard and Vlsa, personal 
non-credlt card and prlvate label recelvables, the welghted-average percentage 
of statlc pool credlt losses lS not consldered to be materlally dlfferent from 
the charge-off assumptlons used ln determlnlng the falr value 

strlp recelvables ln the table above. At December 31, 2001, 
pool credlt losses for auto flnance loans securltlzed ln 2001 were 

estlmated to be 10.0 percent and for auto flnance loans securltlzed ln 2000 were 
estlmated to be 11.0 percent. 
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Recelvables lnformatlon by product lncludlng dellnquency and net charge-offs for 
our managed and servlced wlth llmlted recourse portfollos were as follows: 

<TABLE> 
<CAPTION> 

In mllllons 
At December 31 

<S> 
Munuged recelvuble8: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 
Commerclal and other 

Total managed recelvables 

Recelvables servlced wlth llmlted recourse: 

Recelvables 
Outstandlng 

<C> 

44,718.6 
6,395.5 

17,395.2 
13,813.9 
17,992.6 

100,315.8 
506.9 

$100,822.7 

2001 

Dellnquent 
Recelvables 

<C> 

2.68% 
3.16 
4 .1 0 
5.48 
8.87 

4-4 6 
1. 58 

4-4 4% 

$1,912.6 
60.7 

8 0- 4 

Prlvate 
Label 

<C> 

55.1 
-7 9 

69.66% 
15.4 I 
I 9. 2 I 
5.49% 
I 8. 4 I 

I 16. 9 I 
10- 00% 

I o. 3 I 
I o. 7 I 
4.62% 
17.5 I 

I 14. 9 I 

Recelvables 
Outstandlng 

<C> 

36,637.5 
4,563.3 

17,583.4 
11,997.3 
16,227.3 

87,008.8 
598.6 

87,607.4 

18.5 

81. 5 
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6,975.0 
374.4 

1,042.2 

Auto 
Flnance 

Real Estate 
Secured 

<C> <C> 

285.7 
1. 87 

38.90% 
12 6. 2 I $ 
15 9. 9 I 
6.83% 

125. 1 I 
15 o. 1 I 
10.00% 

I 6. 9 I $ 
I 13. 61 
5.42% 
I o. 2 I 
I o. 3 I 

2000 

Dellnquent 
Recelvables 

<C> 

24.8 
1. 53 

25- 95% 
I L 4 I 
12.8 I 
1.55% 
I L 4 I 
12.7 I 

13- 00% 
I o. 5 I 
I L o I 
3.58% 
13.3 I 
I 6. 5 I 

2.63% 
2.55 
3.49 
5.48 
7.97 

4.20 
2.10 

4 .18% 
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Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total recelvables servlced wlth llmlted 

Owned consumer recelvables 

</TABLE> 
<TABLE> 
<CAPTION> 

(861.8) 
(4,026.6) 
(9,254.0) 
(2,150.0) 
(4,655.6) 

(20,948.0) 

$ 79,874.7 

5.00% 
3.29 
2.73 
2.69 
8. 3 6 

4 .18 

4.53% 

(1,457.8) 
(2,712.7) 
(9,529.8) 
(1,650.0) 
(4,899.2) 

(20,249.5) 

67,357.9 

4. 01% 
2.61 
2.30 
4.72 
7.90 

4.02 

4. 2 6% 

2001 2000 

In mllllons 
At December 31 

<S> 
Managed recelvables: 

Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

Total consumer 
Commerclal and other 

Total managed recelvables 

Recelvables servlced wlth llmlted 
Real estate secured 
Auto flnance 
MasterCard/Vlsa 
Prlvate label 
Personal non-credlt card 

recourse: 

Total recelvables servlced wlth llmlted 

Owned consumer recelvables 

</TABLE> 

Average 
Recelvables 

<C> 

40,049.6 
5,323.5 

17,282.8 
12,260.6 
17,013.8 

91,930.3 
554.9 

92,485.2 

(1,199.2) 
(3,004.4) 
(9,144.6) 
(1,744.2) 
(4,527.8) 

(19,620.2) 

72,865.0 

Net 
Charge-offs 

<C> 

.53% 
5.31 
6.63 
5.18 
6.79 

3.73 
2.10 

3.72% 

. 7 0% 
6.32 
5.27 
2.72 
6.74 

5. 2 6 

3.32% 

We lssued securltles backed by dedlcated home equlty loan recelvables of $1.6 
bllllon ln 2001 and $.5 bllllon ln 2000. For accountlng purposes, these 
transactlons were structured as secured flnanclngs, therefore, the recelvables 
and the related debt remaln on our balance sheet. Real estate recelvables 
lncluded closed-end real estate secured recelvables totallng $1.7 bllllon at 
December 31, 2001 and $.4 bllllon at December 31, 2000 whlch secured the 
outstandlng debt related to these transactlons. 

6. Propertles and Equlpment, Net 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 
Land 
Bulldlngs and lmprovements 
Furnlture and equlpment 

Total 
Accumulated depreclatlon and amortlzatlon 

Propertles and equlpment, net 

</TABLE> 
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<C> 

2001 

8 .1 
574.7 
878.4 

1,461.2 
930.1 

531.1 

Depreclatlon and amortlzatlon expense totaled $139.7 mllllon ln 2001, $135.8 
mllllon ln 2000 and $130.4 mllllon ln 1999. 

7. Deposl ts 

<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Domestlc 
Tlme certlflcates 
Savlngs accounts 
Demand accounts 

Total domestlc deposlts 

<C> 

Amount 

6,000.7 
33.7 
36.3 

6,070.7 

2001 

Welghted
Average 

Rate 

<C> 

6. 8% 
2 .1 

. 4 

6.7 

<C> 

Average 
Recelvables 

<C> 

2000 

32,530.2 
3,842.3 

16,111.2 
11,194.2 
14,760.8 

78,438.7 
693.5 

79,132.2 

(1,847.6) 
(2,023.5) 
(8,984.7) 
(1,212.5) 
(4,566.1) 

(18,634.4) 

60,497.8 

<C> 

Net 
Charge-offs 

<C> 

. 4 5% 
4. 8 0 
5.58 
5.35 
6. 97 

3. 64 
2.69 

3.63% 

. 9 0% 
6.16 
4. 81 
5.42 
6.86 

5.11 

3.18% 

Depreclable 
Llfe 

8 .1 
519.6 
844.5 

10 - 40 years 
3 - 10 

1,372.2 
854.6 

517.6 

<C> 

Amount 

6,925.3 
25.0 
14.6 

6,964.9 

2000 

Welghted
Average 

Rate 

<C> 

6. 7% 
2. 9 
2 .1 

6.7 
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Forelgn 
Tlme certlflcates 316.0 5.7 
Savlngs accounts 54.1 3 .1 
Demand accounts 121.5 3. 9 

Total forelgn deposlts 4 91. 6 5. 0 

Total deposlts 6,562.3 6.6% 

</TABLE> 

At December 31, 2001, domestlc tlme certlflcates lncluded carrylng value 
adJustments totallng $24.7 mllllon relatlng to derlvatlve flnanclal lnstruments. 

Average deposlts and related welghted-average lnterest rates were as follows: 

<TABLE> 
<CAPTION> 

All dollar amounts are 
stated ln mllllons. 

Year ended December 31 

<S> 
Domestlc 
Tlme certlflcates 
Savlngs and demand accounts 

Total domestlc deposlts 

Forelgn 
Tlme certlflcates 
Savlngs and demand accounts 

Total forelgn deposlts 

Total deposlts 

</TABLE> 

Average 
Deposlts 

<C> 

6,468.5 
119. 7 

6,588.2 

1,172.8 
192.2 

1,365.0 

7,953.2 

2001 

Welghted
Average 

Rate 

<C> 

6.5% 
. 6 

6. 4 

5.7 
4. 5 

5.5 

6.3% 

Average 
Deposlts 

<C> 

6,278.4 
53.2 

6,331.6 

1,243.7 
182.2 

1,425.9 

7,757.5 

Interest expense on total deposlts was $498.6 mllllon ln 2001, $484.0 mllllon 
2000 and $168.4 mllllon ln 1999. Interest expense on domestlc deposlts was 
$423.7 mllllon ln 2001, $419.7 mllllon ln 2000 and $113.4 mllllon ln 1999. 

Maturltles of tlme certlflcates ln amounts of $100,000 or more were: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2001 

<S> 
3 months or less 
Over 3 months through 6 months 
Over 6 months through 12 months 
Over 12 months 

Total 

</TABLE> 

Domestlc 

<C> 
29.0 
17.9 
41. 9 

143.3 

232.1 

Contractual maturltles of tlme certlflcates wlthln each lnterest rate range were 
as follows: 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31, 2001 2002 2003 20 04 2005 

2000 

Welghted
Average 

Rate 

<C> 

6. 7% 
1.5 

6.6 

4. 5 
4. 5 

4. 5 

6.2% 

1,529.5 
56. 2 

12 6. 3 

1,712.0 

8, 676.9 

Average 
Deposlts 

<C> 

$1,857.0 
12.1 

1,869.1 

967.7 
200.5 

1,168.2 

$3,037.3 

Forelgn 

<C> 

2006 

211. 0 
30.2 
39.3 
35.4 

315.9 

There
after 

<C> 

6.1 
3.2 
5 .1 

5. 9 

6.5% 

1999 

Welghted
Average 

Rate 

<C> 

Total 

240.0 
4 8 .1 
81.2 

178.7 

548.0 

Total 

6. 1% 
1.4 

6. 1 

4. 8 
4. 4 

4. 7 

5.5% 

<S> <C> <C> <C> <C> <C> <C> <C> 

71.8 28.7 
Interest Rate 
Less-than 4.00% 
4.00% - 5.99% 
6.00% - 7.99% 

427.9 187.9 123.4 16.5 
1,525.8 1,090.7 1,404.8 820.8 

Total $ 2,025.5 

</TABLE> 
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8. Commerclal Paper, Bank and Other Borrowlngs 
<TABLE> 
<CAPTION> 

All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
2001 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 

1,307.3 1,528.2 837.3 

Commerclal 
Paper 

<C> 

9,141.2 

9,221.1 

18.5 
189.6 

208.1 

Bank and 
Other 

Borrowlngs 

<C> 

2,883.1 

2,240.1 

46.8 
3 63.5 

410.3 

<C> 

100.5 
821.0 

5,395.2 

6,316.7 

Total 

12,024.3 
13,926.4 
11,461.2 
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Welghted-average lnterest rate: 
At year-end 
Pald durlng year 

2000 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 
Welghted-average lnterest rate: 

At year-end 
Pald durlng year 

19 99 
Balance 
Hlghest aggregate month-end balance 
Average borrowlngs 
Welghted-average lnterest rate: 

At year-end 
Pald durlng year 

</TABLE> 

2. 0% 
4 .1 

9,371.5 

9,828.7 

6.6% 
6.3 

8,822.2 

8,620.3 

5.6% 
5.2 

Outstandlng balances at December 31, 2001, 2000 and 1999 lncluded commerclal 
obllgatlons of forelgn subsldlarles of $374.7 mllllon, $360.9 mllllon and 

.4 mllllon, and bank and other borrowlngs of $713.6 mllllon, 
$722.3 mllllon and 

Interest expense for commerclal paper, bank and other borrowlngs totaled $463.2 
mllllon, $737.7 mllllon and $522.5 mllllon for 2001, 2000 and 1999, 
respectlvely. 

We malntaln varlous bank credlt agreements prlmarlly to support commerclal paper 
borrowlngs. At December 31, 2001 and 2000, we had commltted back-up llnes and 
other bank llnes of $13.6 bllllon and $13.0 bllllon, respectlvely, of whlch 
$12.8 bllllon and $12.3 bllllon, respectlvely, were unused. Formal credlt llnes 
are revlewed annually and explre at varlous dates from 2002 to 2006. Borrowlngs 
under these llnes generally are avallable at a surcharge over LIBOR. None of 
these llnes contaln materlal adverse change clauses whlch could restrlct 
avallablllty. Annual commltment fee requlrements to support avallablllty of 
these llnes at December 31, 2001 totaled $10.7 mllllon. 

9. Senlor and Senlor Subordlnated Debt (Wlth Orlglnal Maturltles Over One Year) 
<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

<S> 
Senlor Debt 
Zero-coupon convertlble debt securltles; due 2021 
3.50% to 4.99%; due 2002 to 2009 
5.00% to 6.49%; due 2002 to 2013 
6.50% to 6.99%; due 2002 to 2013 
7.00% to 7. 4 9%; due 2002 to 2023 
7.50% to 7. 9 9%; due 2002 to 2019 
8. 00% to 8. 9 9%; due 2002 to 2010 
9. 00% and greater; due 2001 
Varlable lnterest rate debt; 1.89% to 3.53%; 

due 2002 to 2034 
Senlor Subordlnated Debt 
6.50% to 8.45%; due 2002 to 2003 
Unamortlzed dlscount 

Total senlor and senlor subordlnated debt 

</TABLE> 

Senlor and senlor subordlnated debt lncluded $1.5 bllllon of debt secured by 
$1.7 bllllon of real estate secured recelvables at December 31, 2001. At 
December 31, 2000, senlor and senlor subordlnated debt lncluded $.4 bllllon of 
debt secured by $.4 bllllon of real estate secured recelvables. 
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At December 31, 2001, senlor and senlor subordlnated debt also lncluded carrylng 
value adJustments totallng $391.1 mllllon relatlng to derlvatlve flnanclal 
lnstruments and a forelgn currency translatlon adJustment of $(356.6) mllllon 
relatlng to our forelgn denomlnated debt. 

Welghted-average lnterest rates were 5.1 and 6.9 percent at December 31, 2001 
and 2000, Interest expense for senlor and senlor subordlnated debt 

,707.2 mllllon und $2,085.7 mllllon for 2001, 2000 und 
most restrlctlve flnanclal covenant contalned ln the 

terms of our debt agreements are the malntenance of a mlnlmum shareholders' 
equlty of $2.0 bllllon for Household Internatlonal, Inc., and the malntenance of 
a mlnlmum shareholder's equlty of S3.6 bllllon for Household Flnance Corporatlon 
("HFC"), a wholly owned subsldlary of Household. Debt denomlnated ln a forelgn 
currency lS lncluded ln the appllcable rate category based on the effectlve U.S. 
dollar equlvalent rate as summarlzed ln Note 10. 

In August 2001, the parent company lssued zero-coupon convertlble debt 
securltles. The convertlble debt securltles are due 2021, have a 1 percent yleld 
to maturlty and have a prlnclpal amount at maturlty of approxlmately $1.2 
bllllon. We must pay contlngent lnterest on the securltles beglnnlng ln 2006 lf 

<C> 

2.6% 
3. 9 

1,416.4 

2,099.7 

6.6% 
5.5 

1,955.6 

1,426.7 

5.6% 
5. 0 

2001 

1,004.2 
1,679.4 

13,223.6 
8,368.1 
4,679.5 
4,695.3 
3, 711.9 

19,383.1 

179.1 
I 1 oo. 6 I 

$ 56,823.6 

<C> 

2.2% 
4. 0 

10,787.9 
12,581.6 
11,928.4 

6.6% 
6.2 

10,777.8 
11,454.6 
10,047.0 

5. 6% 
5.2 

2000 

11.5 
10,169.2 
4,203.6 
4,959.3 
4,173.5 
3,892.5 

253.3 

17,244.2 

259.7 
1113.8 I 

$ 45,053.0 
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our common stock prlce reaches certaln levels. The holders of the securltles 
have the rlght to requlre us to repurchase the securltles on varlous dates 
beglnnlng ln August 2002 and endlng ln August 2016 or lf certaln "fundamental 
changes" as descrlbed ln the prospectus supplement occur. "Fundamental changes" 
lnclude, among other thlngs, an exchange offer, llquldatlon, and 
recapltallzatlon. The holders of the securltles may convert each 000 of 
securltles, subJect to adJustment, lnto 9.022 shares of Household common stock 
lf our stock prlce reaches $99.87 =or 20 tradlng days ln a consecutlve 30 
tradlng day perlod. We may redeem the securltles, ln whole or ln part, at any 
tlme after August 1, 2006. 

Maturltles of senlor and senlor subordlnated debt were: 

<TABLE> 
In mllllons. 
At December 31, 2001 

<S> 
2002 
2003 
20 04 
2005 
2006 
Thereafter 

Total 

</TABLE> 

<C> 
10,492.5 

9,980.0 
5,800.9 
5,970.0 
6,652.0 

17,928.2 

$ 56,823.6 

10. Derlvatlve Flnanclal Instruments and Concentratlons of Credlt Rlsk 

In the normal course of buslness and ln connectlon wlth our asset/llablllty 
management program, we enter lnto varlous transactlons lnvolvlng derlvatlve 
flnanclal lnstruments. These lnstruments prlmarlly are used to manage our 
exposure to fluctuatlons ln lnterest rates and currency exchange rates. We do 
not serve as a flnanclal lntermedlary to make markets ln any derlvatlve 
flnanclal lnstruments. We have a comprehenslve program to address potentlal 
flnanclal rlsks such as llquldlty, lnterest rate, currency and credlt rlsk. The 
Flnance Commlttee of the Board of Dlrectors sets acceptable llmlts for each of 
these rlsks annually and revlews the llmlts semlannually. For further 
lnformatlon on our strategles for managlng lnterest rate and forelgn exchange 
rate rlsk, see the "Rlsk Management" sectlon wlthln our Management's Dlscusslon 
and Analysls of Flnanclal Condltlon and Results of Operatlons. 
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Ob]ectlves for Holdlng Derlvatlve Flnanclal Instruments We generally fund our 
assets wlth llabllltles that have slmllar lnterest rate features. Over tlme, 
however, customer demand for our recelvable products shlfts between flxed rate 
and floatlng rate products, based on market condltlons and preferences. These 
shlfts result ln dlfferent fundlng strategles and produce dlfferent lnterest 
rate rlsk exposures. We malntaln an overall rlsk management strategy that 
varlety of lnterest rate and currency derlvatlve flnanclal lnstruments to 
mltlgate our exposure to fluctuatlons caused by changes ln lnterest rates and 
currency exchange rates. We manage our exposure to lnterest rate rlsk prlmarlly 
through the use of lnterest rate swaps, but also use forwards, futures, optlons, 
and other rlsk management lnstruments. We manage our exposure to currency rlsk 
prlmarlly through the use of currency swaps. We do not speculate on lnterest 
rate or forelgn currency market exposure and we do not use exotlc or leveraged 
derlvatlve flnanclal lnstruments. 

Interest rate swaps are contractual agreements between two counterpartles for 
the exchange of perlodlc lnterest payments generally based on a notlonal 
prlnclpal amount and agreed-upon flxed or floatlng rates. The maJOrlty of 
lnterest rate swaps are used to manage our exposure to changes ln lnterest rates 
by convertlng floatlng rate assets or debt to flxed rate or by convertlng flxed 
rate assets or debt to floatlng rate. We have also entered lnto currency swaps 
to convert both prlnclpal and lnterest payments on debt lssued from one currency 
to the approprlate functlonal currency. 

Forwards and futures are agreements between two partles, commlttlng one to sell 
and the other to buy a speclflc quantlty of an lnstrument on some future date. 
The partles agree to buy or sell at a speclfled prlce ln the future, and thelr 
proflt or loss lS determlned by the dlfference between the arranged prlce and 
the level of the spot prlce when the contract lS settled. We have both lnterest 
rate and forelgn exchange rate fonvard contracts and lnterest rate futures 
contracts. We use forelgn exchange rate forward contracts to reduce our exposure 
to forelgn currency exchange rlsk. Interest rate forward and futures contracts 
are used to hedge resets of lnterest rates on our floatlng rate assets and 
llabllltles. Cash requlrements for forward contracts lnclude the recelpt or 
payment of cash upon the sale or purchase of the lnstrument. 

Purchased optlons grant the purchaser the rlght, but not the obllgatlon, to 
elther purchase or sell a flnanclal lnstrument at a speclfled prlce wlthln a 
speclfled perlod. The seller of the optlon has wrltten a contract whlch creates 
an obllgatlon to elther sell or purchase the flnanclal lnstrument at the 
agreed-upon prlce lf, and when, the purchaser exerclses the optlon. We use caps 
to llmlt the rlsk assoclated wlth an lncrease ln rates and floors to llmlt the 
rlsk assoclated wlth a decrease ln rates. 

Market and Credlt Rlsk By utlllzlng derlvatlve flnanclal lnstruments, we are 
exposed to varylng degrees of credlt and market rlsk. 

Market rlsk lS the posslblllty that a change ln lnterest rates or forelgn 
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exchange rates Wlll cause a flnanclal lnstrument to decrease ln value or become 
more costly to settle. We mltlgate thls rlsk by establlshlng llmlts for 
posltlons and other controls. 

Credlt rlsk lS the posslblllty that a loss may occur because the counterparty to 
a transactlon falls to perform accordlng to the terms of the contract. We 
control the credlt (or repayment) rlsk ln derlvatlve lnstruments through 
establlshed credlt approvals, rlsk control llmlts and ongolng monltorlng 
procedures. Our exposure to credlt rlsk for futures lS llmlted as these 
contracts are traded on organlzed exchanges. Each day, changes ln futures 
contract values are settled ln cash. In contrast, swap agreements and forward 
contracts have credlt rlsk relatlng to the performance of the counterparty. 
Addltlonally, certaln swap agreements requlre that payments be made to, or 
recelved from, the counterparty when the falr value of the agreement reaches a 
certaln level. Derlvatlve flnanclal lnstruments are generally expressed ln terms 
of notlonal prlnclpal or contract amounts whlch are much larger than the amounts 
potentlally at rlsk for nonpayment by counterpartles. We have never suffered a 
loss due to counterparty fallure. 
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Falr Value and Cash Flow Hedges To manage our exposure to changes ln lnterest 
rates, we enter lnto lnterest rate swap agreements and currency swaps whlch have 
been deslgnated as falr value or cash flow hedges under FAS No. 133. The 
crltlcal terms of lnterest rate swaps are deslgned to match those of the hedged 
ltems, enabllng the appllcatlon of the shortcut method of accountlng as deflned 
by FAS No. 133 for 92 percent of the notlonal amounts of such lnterest rate 
swaps. To the extent that the crltlcal terms of the hedged ltem and the 
derlvatlve are not ldentlcal, hedge lneffectlveness lS reported ln earnlngs 
durlng the current perlod as a component of other lncome. Although the crltlcal 
terms of currency swaps are deslgned to match those of the hedged ltems, FAS No. 
133 does not allow shortcut method accountlng for thls type of hedge. Therefore, 
there may be mlnlmal lneffectlveness whlch lS reported ln current perlod 
earnlngs. 

Falr value hedges lnclude lnterest rate swaps whlch convert our flxed rate debt 
or assets to varlable rate debt or assets and currency swaps whlch convert debt 
lssued from one currency lnto pay varlable debt of the approprlate functlonal 
currency. Hedge lneffectlveness assoclated wlth falr value hedges was a galn of 
$.1 mllllon, net of tax, ln 2001 and was recorded as other lncome. Durlng 2001, 
all of our falr value hedges were assoclated wlth debt. At December 31, 2001, we 
had recorded falr value adJustments for open falr value hedges whlch decreased 
the carrylng value of our debt by S85.7 mllllon. 

Cash flow hedges lnclude lnterest rate swaps whlch convert our varlable rate 
debt or assets to flxed rate debt or assets and currency swaps whlch convert 
debt lssued from one currency lnto pay flxed debt of the approprlate functlonal 
currency. At December 31, 2001, we had $699.1 mllllon of losses on derlvatlve 
lnstruments deslgnated as cash flmv hedges, net of taxes, ln accumulated other 
comprehenslve lncome. We expect $392 mllllon of currently unreallzed net losses, 
after taxes, Wlll be reclasslfled to earnlngs wlthln one year, however, these 
unreallzed losses Wlll be offset by decreased lnterest expense assoclated wlth 
the varlable cash flows of the hedged ltems and Wlll result ln no net economlc 
lmpact to our earnlngs. Hedge lnef=ectlveness assoclated wlth cash flow hedges 
reported ln 2001 ln the other lncome llne was lmmaterlal. 

At December 31, 2001, $97.2 mllllon of derlvatlve lnstruments, at falr value, 
were recorded ln other assets and S1,615.4 mllllon ln other llabllltles. 

Deferred galns resultlng from termlnatlon of derlvatlves were $551.7 mllllon and 
$44.1 mllllon and deferred losses =rom termlnatlon of derlvatlves were $72.1 
mllllon and $63.0 mllllon at December 31, 2001 and 2000, respectlvely. 
Amortlzatlon of net deferred galns totaled $43.6 mllllon ln 2001 and $14.8 
mllllon ln 2000. The welghted-average amortlzatlon perlod assoclated wlth the 
deferred galns was 6.2 years and 5.1 years at December 31, 2001 and 2000, 
respectlvely. The welghted-average amortlzatlon perlod for the deferred losses 
was 5.3 years and 5.8 years at December 31, 2001 and 2000, respectlvely. At 
December 31, 2001, net deferred galns and losses lncreased the carrylng value of 
our deposlts and senlor and senlor subordlnated debt by $24.7 mllllon and $476.8 
mllllon, respectlvely, and decreased accumulated other comprehenslve lncome by 
$21.9 mllllon. 

Hedges of Net Investments ln Forelgn Operatlons We use forward-exchange 
contracts to hedge our net lnvestments ln forelgn operatlons. The purpose of 
these hedges lS to protect agalnst adverse movements ln exchange rates. For the 
year ended December 31, 2001, $8.9 mllllon of net galns, net of tax, related to 
these derlvatlves were lncluded ln accumulated other comprehenslve 

Non-Quallfylng Hedglng Actlvltles We use forward rate agreements, lnterest rate 
caps, exchange traded futures, and some lnterest rate swaps whlch were not 
deslgnated as hedges under FAS No. 133. These flnanclal lnstruments are economlc 
hedges that are not llnked to speclflc assets and llabllltles that appear on our 
bulunce 8heet und do not quullfy for hedge uccountlng. The prlmury purpo8e of 
these derlvatlves lS to mlnlmlze our exposure to changes ln lnterest rates. 
Durlng 2001, we recognlzed $.2 mllllon, net of tax, ln net falr value losses on 
derlvatlves whlch were not deslgnated as hedges. These losses were reported as 
other lncome. 
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Derlvatlve Flnanclal Instruments The followlng table summarlzes derlvatlve 
flnanclal lnstrument actlvlty ln 2001, 2000 and 1999: 
<TABLE> 

Page 84 of 108 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013102003174/0000950131-02-0 ... 12/9/2008 

HHT 0017193 

Case: 1:02-cv-05893 Document #: 2111-9 Filed: 02/24/16 Page 84 of 108 PageID #:80769



<CAPTION> 

In mllllons. 

<S> 
19 99 
Notlonal amount, 1998 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturl tles ( 1) 

Notlonal amount, 1999 

Falr value, 1999 (2) 

2000 
Notlonal amount, 1999 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturl tles ( 1) 

Notlonal amount, 2000 

Falr value, 2000 (2) 

2001 
Notlonal amount, 2000 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturl tles ( 1) 

Notlonal amount, 2001 

Falr value, 2001 (2): 
Falr value hedges 
Cash flow hedges 
Non-hedglng derlvatlves 

Total 

</TABLE> 

<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
19 99 
Notlonal amount, 1998 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturl tles ( 1) 

Notlonal amount, 1999 

Falr value, 1999 (2) 

2000 
Notlonal amount, 1999 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles I 1 I 

Notlonal amount, 2000 

Fcnr vulue, 2000 (2) 

2001 
Notlonal amount, 2000 
New contracts 
Matured or explred contracts 
Termlnated contracts 
In-substance maturltles I 1 I 

Notlonal amount, 2001 

Falr value, 2001 (2): 
Falr value hedges 

Exchange Traded Non-Exchange Traded 

Interest Rate 
Futures Contracts 

<C> 

Purchased 

70.0 
5,743.0 

I 1, 013. o I 

I 4, 7 oo. o I 

100.0 

I. 1 I 

100.0 
21,715.0 
I 1, 4 94. o I 

120,321.01 

$ 36,675.0 
121,850.01 

113,406.01 

1' 419. 0 

. 4 

. 4 

Sold Purchased 

<C> <C> 

544.0 
14,725.01 1,158.0 

25.0 1949.01 

4, 700.0 

$120,321.01 

20,321.0 

I 50. o I 

703.0 

703.0 
1,300.0 

11,403.01 
I 600. o I 

$122,706.01 $ 4,750.0 
300.0 

12,750.01 
13,406.0 

$ 19,000.01 $ 2,000.0 

I 3. 4 I . 4 

I 3. 4 I . 4 

Optlons 

Wrltten 

<C> 

I 50. o I 

50.0 

13 oo. o I 

300.0 

Interest 
Rate Swaps 

<C> 

13,715.6 
18,734.2 
12,894.51 
11,796.41 

$ 27,758.9 

I 125. 3 I 

$ 27,758.9 
15,451.0 

113,733.01 
13,768.61 

$ 25,708.3 

258.8 

25,708.3 
22,259.0 
17,651.31 
19,832.71 

$ 30,483.3 

I 152. 9 I 
I 34 8. 1 I 

3. 4 

<C> 

Currency 
Swaps 

4,406.3 
2,070.2 

I 723. 8 I 
I 8 o. o I 

$ 5,672.7 

I 319. 2 I 

5,672.7 
3,047.4 

I 767. 2 I 
I 655. o I 

$ 7,297.9 

I 532. 9 I 

7,297.9 
2,481.6 

I 919. 5 I 
I 165. 61 

$ 8,694.4 

67.2 
11,084.61 

1497.61 $11,017.41 

Non-Exchange Traded 

<C> 

Forelgn Exchange 
Rate Contracts 

Purchased Sold 

<C> 

9. 8 11,249.91 
2,089.9 11,479.31 

1116.61 171.5 
I 18. 8 I 13.8 

11,846.21 1,846.2 

118 .1 I 697.7 I 

. 5 4. 9 

118 .1 I 697.7 I 
1,828.9 11,798.31 

I 85. 6 I 398.6 

11,852.31 1,852.3 

9 .1 1245 .1 I 

. 3 12. 8 I 

9 .1 1245 .1 I 
9,347.4 110,325.01 

I 51.3 I 172.5 

19,196.11 9,196.1 

109.1 $ 11,201.51 

Interest Rate 
Forward Contracts 

Purchased Sold 

<C> <C> 

2,261.9 I 87. o I 
6,946.7 11,242.01 

15,759.41 666.4 
I 207.7 I 593.4 

$ 3,241.5 I 69.2 I 

6. 4 

$ 3,241.5 I 69.2 I 
4,158.3 I 163 .1 I 

16,818.51 232.3 
I 133. 4 I 

447.9 

I. 3 I 

447.9 
2,074.5 

11,991.41 
131. 4 I 

499.6 

Caps and 
Floors 

<C> 

3,037.8 
2,089.4 

I 44 2. 1 I 
11,231.11 

$ 3,454.0 

4. 8 

$ 3,454.0 
2,550.6 

13,019.71 
I 30 9. 4 I 

$ 2,675.5 

I 2. 7 I 

$ 2,675.5 
3,481.8 

12,297.71 
I 84 7. o I 

$ 3,012.6 
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Cash flow hedges 
Non-hedglng derlvatlves 

Total 

</TABLE> 

2.5 I 1. 3 I 
I 1. 61 

2.5 I 1. 3 I I 1. 6 I 

(1) Represent contracts termlnated as the market executlon technlque of closlng 
the transactlon elther (a) JUSt prlor to maturlty to avold dellvery of the 
underlylng lnstrument or (b) at the maturlty of the underlylng ltems belng 
hedged. 

(2) (Bracketed) unbracketed amounts represent amounts to be (pald) recelved by 
us had these posltlons been closed out at the respectlve balance sheet 
date. Bracketed amounts do not necessarlly represent rlsk of loss as the 
falr value of the derlvatlve =lnanclal lnstrument and the ltems belng 
hedged must be evaluated together. See Note 14, "Falr Value of Flnanclal 
Instruments," for further dlscusslon of the relatlonshlp between the falr 
value of our assets and llabllltles. 
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We operate ln three functlonal currencles, the U.S. dollar, the Brltlsh pound 
and the Canadlan dollar. The U.S. dollar lS the functlonal currency for 
exchange-traded lnterest rate futures contracts and optlons. Non-exchange traded 
lnstruments are restated ln U.S. dollars by country as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
19 99 
Unlted States 
Canada 
Unlted Klngdom 

2000 
Unlted States 
Canada 
United Kingdom 

2001 
Unlted States 
Canada 
Unlted Klngdom 

</TABLE> 

<C> 

Interest 
Rate 

Swaps 

25,916.7 
374.1 

1,468.1 

$ 27,758.9 

23,734.5 
274.8 

1,699.0 

$ 25,708.3 

28,405.2 
287.5 

1, 790.6 

$ 30,483.3 

Currency 
Swaps 

<C> 

4,258.2 
223.0 

1,191.5 

$ 5,672.7 

5, 751.6 
121.0 

1,425.3 

$ 7,297.9 

7,259.8 

1,434.6 

$ 8,694.4 

Purchased 

<C> 

113. 0 
5. 1 

$ 118.1 

6.7 
2. 4 

9. 1 

109.1 

$ 109.1 

Forelgn Exchange 
Rate Contracts 

<C> 

Sold 

I 697. 7 I 

I 697. 7 I 

I 24 5. 1 I 

I 24 5. 1 I 

11,199.51 
I 2. o I 

$ 11,201.51 

The table below reflects the ltems hedged uslng lnterest rate swaps at December 
31, 2001. The crltlcal terms of the lnterest rate swap have been deslgned to 
match those of the related asset or llablllty. 
<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
Investment securltles 
Commerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt 

Total ltems hedged uslng lnterest rate swaps 

</TABLE> 

The followlng table summarlzes the maturltles and related welghted-average 
recelve/pay rates of lnterest rate swaps outstandlng at December 31, 2001: 
<TABLE> 
<CAPTION> 

All dollar amounts are 
stated ln mllllons. 

<S> 
Pay a flxed rate/recelve 

floatlng rate: 

2002 2003 2 004 

<C> <C> <C> <C> 
a 

2005 

Notlonal value 9,955.7 8,228.7 7 63 .1 $1,040.2 
Welghted-average recelve rate 2.18% 2.44% 2.91% 3. 62% 
Welghted-average pay rate 5.47 4. 99 5.20 6. 02 

Pay a floatlng rate/recelve 
a flxed rate: 
Notlonal value 95.7 10.2 247.5 
Welghted-average recelve rate 6.69% 4. 9 6% 5.91% 
Welghted-average pay rate 2.09 2.04 2. 60 

Total notlonal value $10,051.4 $ 8,228.7 773.3 $1,287.7 

I. 2 I 

I. 2 I 

Interest Rate 
Forward Contracts 
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Purchased Sold 

Other R1sk 
Management 

Instruments 

<C> 

<C> 

245.5 
2, 996.0 

3,241.5 

313.5 
134.4 

447.9 

499.6 

499.6 

2 00 6 

<C> 

<C> 

$I 67. 6 I 
I 1. 6 I 

$I 69. 2 I 

<C> 

<C> 

2,701.5 

752.5 

3,454.0 

2,352.9 

322.6 

2,675.5 

2,989.9 

22.7 

3,012.6 

16.8 
618.2 

29,848.3 

30,483.3 

2007 Thereafter Total 

<C> <C> 

$19,987.7 
2.39% 
5.29 

14 0. 5 $1,479.2 $8,522.5 $10,495.6 
5.88% 7.45% 6. 67% 6.75% 
2.18 3.92 3.32 3. 3 6 

140.5 $1,479.2 $8,522.5 $30,483.3 
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Total welghted-average rates 
on swaps: 
Recelve rate 
Pay rate 

2.23% 
5.44 

2.44% 
4. 99 

2.93% 
5.15 

4.06% 
5.37 

</TABLE> 

The floatlng rates that we pay or recelve are based on spot rates from 
lndependent market sources for the lndex contalned ln each lnterest rate swap 
contract, whlch generally are based on elther 1-, 3- or 6-month LIBOR. These 
current floatlng rates are dlfferent than the floatlng rates ln effect when the 
contracts were lnltlated. Changes ln spot rates lmpact the varlable rate 
lnformatlon dlsclosed above. However, these changes ln spot rates also lmpact 
the lnterest rate on the underlylng assets or llabllltles. We use derlvatlve 
flnanclal lnstruments to hedge the lnterest rate lnherent ln balance sheet 
assets and llabllltles, whlch manages the volatlllty of net lnterest margln 
resultlng from changes ln lnterest rates on the underlylng hedged ltems. Had 
not utlllzed these lnstruments, owned net lnterest margln would have lncreased 
by 13 basls polnts ln 2001, decreased by 5 basls polnts ln 2000 and lncreased by 
1 basls polnt ln 1999. 
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Concentratlons of Credlt Rlsk A concentratlon of credlt rlsk lS deflned as a 
slgnlflcant credlt exposure wlth an lndlvldual or group engaged ln slmllar 
actlvltles or affected slmllarly by economlc condltlons. 

Because we prlmarlly lend to consumers, we do not have recelvables from any 
lndustry group that equal or exceed 10 percent of total managed recelvables at 
December 31, 2001 and 2000. We lend natlonwlde, wlth the followlng geographlc 
areas comprlslng more than 10 percent of total managed domestlc recelvables at 
December 31, 2001: Callfornla-15 percent; Southwest (AZ, AR, LA, NM, OK, TX)-11 
percent; Mldwest IIL, IN, IA, KS, IU, MN, MO, NE, ND, OH, SD, WI)-22 percent; 
Mlddle Atlantlc (DE, DC, MD, NJ, PA, VA, WV)-14 percent; Northeast (CT, ME, MA, 
NH, NY, RI, VT)-11 percent; and Southeast (AL, FL, GA, KY, MS, NC, SC, TN)-18 
percent. 

11. Company Obllgated Mandatorlly Redeemable Preferred Securltles of Subsldlary 
Trusts 

The followlng table summarlzes our company obllgated mandatorlly redeemable 
preferred securltles of subsldlary trusts (''Preferred Securltles'') and the 
related Junior Subordinated Notes: 
<TABLE> 
<CAPTION> 

Household Capltal 
Trust VII 

I"HCT VII") 

Household Capltal Household Capltal 
All dollar amounts 

are stated ln mllllons. 

<S> 
Preferred Securltles: 

Interest rate 
Face value 
Issue date 

Junlor Subordlnated 
Notes: 
Prlnclpal balance 
Redeemable by 

Issuer 
Stated maturlty 

</TABLE> 

<C> 

7.50% 
$200 

November 2001 

$206.2 

November 8, 2006 
November 15, 2031 

<C> 

Trust VI 
I "HCT VI" I 

8.25% 
$200 

January 2001 

$206.2 

January 30, 2006 
January 30, 2031 

<C> 

Trust V 
I"HCT V") 

10. 00% 
$300 

June 2000 

$309.3 

June 8, 2005 
June 30, 2030 

The Preferred Securltles are classlfled ln our balance sheet as company 
obllgated mandatorlly redeemable preferred securltles of subsldlary trusts 
(representlng the mlnorlty lnterests ln the trusts) at thelr face and redemptlon 
amount of $975 mllllon at December 31, 2001 and $675 mllllon at December 31, 
2000. Household Capltal Trust II was redeemed for $100 mllllon ln December 2001. 

The Preferred Securltles must be redeemed when the Junlor Subordlnated Notes are 
pald. The Junlor Subordlnated Notes have a stated maturlty date, but are 
redeemable by Household, ln whole or ln part, beglnnlng on the dates lndlcated 
above at whlch tlme the Preferred Securltles are callable at par ($25 per 
Preferred Securlty) plus accrued and unpald dlvldends. Dlvldends on the 
Preferred Securltles are cumulatlve, payable quarterly ln arrears, and are 
deferrable at Household's optlon for up to flve years. Household cannot pay 
dlvldends on lts preferred and common stocks such deferments. The 
Preferred Securltles have a llquldatlon value of per preferred securlty. 

HCT I, HCT IV, HCT V, HCT VI and HCT VII (collectlvely, ''the Truata'') are wholly 
owned subsldlarles of Household. Household's obllgatlons wlth respect to the 
Junlor Subordlnated Notes, when consldered together wlth certaln undertaklngs of 
Household wlth respect to the Trusts, constltute full and uncondltlonal 
guarantees by Household of the Trust's obllgatlons under the respectlve 
Preferred Securltles. 

12. Preferred Stock 

<TABLE> 
<CAPTION> 
All dollar amounts are stated ln mllllons. 
At December 31 

5.88% 
2.18 

7.45% 
3.92 

Household Capltal 
Trust IV 

I "HCT IV" I 

<C> 

7.25% 
$200 

March 1998 

$206.2 

March 19, 2 0 0 3 
December 31, 2037 
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6. 67% 
3.32 

3.89% 
4.63 

Household Capltal 
Trust I 

I"HCT I" I 

<C> 

8.25% 
$75 

June 1995 

$77.3 

June 30, 2000 
June 30, 2025 
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<S> 
7.50% Preferred Stock, 
$4.30 Preferred Stock, 
$4.50 Preferred Stock, 
5.00% Preferred Stock, 
8.25% Preferred Stock, 

Total preferred stock 

12,000,000 depos1tary shares (1) 
836,585 shares 
103,976 .shares 
407,718 shares 
Ser1es 1992-A, 2,000,000 depos1tary shares (1) 

(1) Depos1tary share represents 1/40 share of preferred stock. 
</TABLE> 
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D1v1dends on the 7.50 percent preferred stock are cumulat1ve and payable 
quarterly. We may, at our opt1on, redeem 1n whole or 1n part the 7.50 percent 
preferred stock on any date after September 26, 2006, for $25 per depos1tary 
share plus accrued and unpa1d d1v1dends. Th1s stock has a llqu1dat1on value of 
$25 per depos1tary share. 

<C> 

D1v1dends on the $4.30 preferred stock are cumulatlve and payable semlannually. 
We may, at our optlon, redeem ln whole or ln part the $4.30 preferred stock for 
$100 per share plus accrued and unpald dlvldends. Thls stock has a llquldatlon 
value of $100 per share plus accrued and unpald dlvldends ln the event of 
lnvoluntary llquldatlon or $100 ln the event of a voluntary llquldatlon. 

Dlvldends on the $4.50 preferred stock are cumulatlve and payable semlannually. 
We may, at our optlon, redeem ln whole or ln part the $4.50 preferred stock for 
$103 per share plus accrued and unpald dlvldends. Thls stock has a llquldatlon 
value of $100 per share. 

Dlvldends on the 5.00 percent preferred stock are cumulatlve and payable 
semlannually. We at our optlon, redeem ln whole or ln part the 5.00 percent 
preferred stock for per share plus accrued and unpald dlvldends. Thls stock 
has a llquldatlon value of $50 per share. 

Dlvldends on the 8.25 percent preferred stock, Serles 1992-A, are cumulatlve and 
payable quarterly. We may, at our optlon, redeem ln whole or ln part the 8.25 
percent preferred stock, Serles 1992-A, on any date after October 15, 2002, for 
$25 per depositary share plus accrued and unpaid dividends. This stock has a 
llquldatlon value of $25 per deposltary share. 

Holders of all lssues of preferred stock are entltled to payment before any 
capltal dlstrlbutlon lS made to common shareholders. The holders of the $4.30, 
$4.50 and 5.00 percent preferred stocks Wlll be entltled to vote wlth the 
holders of our common stock on all matters. Each lssue of preferred stock lS 
also entltled to vote, as a class separate from our common stock, to elect two 
dlrectors lf dlvldends for a specl=led perlod shall be ln arrears, untll the 
dlvldends ln arrears are pald ln full. 

Household's Board of Dlrectors has adopted a resolutlon creatlng an Offerlng 
Commlttee of the Board wlth the pmver to authorlze the lssuance and sale of one 
or more serles of preferred stock. The Offerlng Commlttee has the authorlty to 
determlne the partlcular deslgnatlons, powers, preferences and relatlve, 
partlclpatlng, optlonal or other speclal rlghts (other than votlng rlghts whlch 
shall be flxed by the Board of Dlrectors) and quallflcatlons, llmltatlons or 
restrlctlons of such lssuance. At December 31, 2001, up to 8.2 mllllon shares of 
preferred stock were authorlzed for lssuance. 

13. Forward Purchase Agreements and Junlor Preferred Share Purchase Rlghts 

At December 31, 2001, we had agreements to purchase, on a forward basls, 
approxlmately 6.5 mllllon shares o= our common stock at a welghted-average 
forward prlce of $59.14 per share. The agreements have terms of up to one year. 
These agreements may be settled elther physlcally or on a net basls ln shares of 
our common stock, at our optlon. We account for these agreements ln accordance 
wlth EITF 00-19, "Accountlng for Derlvatlve Flnanclal Instruments Indexed to, 
and Potentlally Settled In, a Company's Own Stock". As a result, we lnltlally 
measure these forward contracts at falr value and report them as permanent 
equlty. Subsequent changes ln thelr falr value are not recognlzed. 
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In 1996, Household lssued one preferred share purchase rlght (a ''Rlght'') for 
each outstandlng share of common stock of the company. Under certaln condltlons, 
each Rlght may be exerclsed to purchase one three-thousandth of a share of a new 

of JUnlor purtlclputlng pre=erred 8tock ut un exercl8e prlce of $100 per 
one three-thousandth of a share, subJect to further adJustment. The Rlghts may 
be exerclsed only after the earller of: (a) a publlc announcement that a party 
or an assoclated group acqulred 15 percent or more of Household's common stock 
and (b) ten buslness days (or later date as deterrnlned by the Board of Dlrectors 
of Household) after a party or an assoclated group lnltlates or announces lts 
lntentlon to make an offer to acqulre 15 percent or more of Household's common 
stock. The Rlghts, whlch cannot vote or recelve dlvldends, explre on July 31, 
2006, and may be redeemed by Household at a prlce of $.0033 per Rlght at any 
tlme prlor to explratlon or acqulsltlon of 15 percent of Household's common 
stock. 

14. Falr Value of Flnanclal Instruments 
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2001 2000 

<C> 
2 91. 4 

83. 6 83.6 
10. 4 10. 4 
20.4 2 0. 4 
50.0 50.0 

455.8 $ 164.4 
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We have estlmated the falr value o= our flnanclal lnstruments ln accordance wlth 
Statement of Flnanclal Accountlng Standards No. 107, "Dlsclosures About Falr 
Value of Flnanclal Instruments" ("FAS No. 107"). Falr value estlmates, methods 
and set forth below for our flnanclal lnstruments are made solely to 

of FAS No. 107 and should be read ln conJunctlon 
statements and notes ln thls Annual Report. 

A slgnlflcant portlon of our flnanclal lnstruments do not have a quoted market 
prlce. For these ltems, falr values were estlmated by dlscountlng estlmated 
future cash flows at estlmated current market dlscount rates. Assumptlons used 
to estlmate future cash flows are conslstent wlth management's assessments 
regardlng ultlmate collectlblllty of assets and related lnterest and wlth 
estlmates of product llves and reprlclng characterlstlcs used ln our 
asset/llablllty management process. All assumptlons are based on hlstorlcal 
experlence adJusted for future expectatlons. Assurnptlons used to determlne falr 
values for flnanclal lnstruments for whlch no actlve market exlsts are 
lnherently JUdgmental and changes ln these assumptlons could slgnlflcantly 
affect falr value calculatlons. 

As requlred under generally accepted accountlng prlnclples, a number of other 
assets recorded on the balance sheets (such as acqulred credlt card 
relatlonshlps) and other lntanglble assets not recorded on the balance sheets 
(such as the value of consumer lendlng relatlonshlps for orlglnated recelvables 
and the franchlse values of our buslness unlts) are not consldered flnanclal 
lnstruments and, accordlngly, are not valued for purposes of thls dlsclosure. We 
belleve there lS substantlal value assoclated wlth these assets based on current 
market condltlons and hlstorlcal experlence. Accordlngly, the estlmated falr 
value of flnanclal lnstruments, as dlsclosed, does not fully represent our 
entlre value, nor the changes ln our entlre value. 

The followlng lS a summary of the carrylng value and estlmated falr value of our 
flnanclal lnstruments: 
<TABLE> 
<CAPTION> 

2001 2000 

Estlmated Estlmated 
In mllllons. Carrylng Falr Carrylng Falr 
At December 31 Value Value Dlfference Value Value Dlfference 

<S> 
Assets: 
Cash 
Investment securities 
Recelvables 

Total 

Llabllltles: 
Deposlts 
Comrnerclal paper, bank and other borrowlngs 
Senlor and senlor subordlnated debt 
Insurance reserves 

Total 

Other: 
Derlvatlve flnanclal lnstruments 
Comrnltments to extend credlt and guarantees 

Total 

Total 

</TABLE> 
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<C> 

543.6 
3,580.5 

79,263.5 

83,387.6 

(6, 562.3 I 
(12,024.31 
(56, 823.61 

(1,094.51 

<C> 

543.6 
3,580.5 

81,219.0 

85,343.1 

(6,838.91 
(12,024.31 
(58,326. 91 

(1,345.91 

<C> 

1,955.5 

1,955.5 

1276. 6 I 

(1,503.31 
(251. 4 I 

(76,504.71 (78,536.01 (2,031.31 

(1,518.21 

(1,518.21 

5,364. 7 

(1,518.21 
51. 6 

(1,466.61 

5,340.5 $ 

51. 6 

51. 6 

I 24.2 I 

Cash: Carrylng value approxlmates falr value due to cash's llquld nature. 

Investment securltles: Investment securltles are classlfled as avallable-for
sale and are carrled at falr value on the balance sheets. Falr values are based 
on quoted market prlces or dealer quotes. If a quoted market prlce lS not 
avallable, falr value lS estlmated uslng quoted market prlces for slmllar 
securltles. 

Recelvables: The falr value of adJustable rate recelvables approxlmates carrylng 
value because lnterest rates on these recelvables adJust wlth changlng market 
lnterest rates. The falr value of =lxed rate consumer recelvables was estlmated 
by dl8countlng future expected flow8 ut lntere8t rute8 whlch upproxlmute 
the rates that would achleve a slmllar return on assets wlth comparable rlsk 
characterlstlcs. 

Recelvables also lncludes our lnterest-only strlp recelvables. The lnterest-only 
strlp recelvables are carrled at falr value on our balance sheets. Falr value lS 
based on an estlmate of the present value of future cash flows assoclated wlth 
securltlzatlons of certaln real estate secured, auto flnance, MasterCard and 
Vlsa, prlvate label and personal non-credlt card recelvables. 

Deposlts: The falr value of our savlngs and demand accounts equaled the carrylng 
amount as stlpulated ln FAS No. 107. The falr value of gross flxed rate tlme 
certlflcates was estlmated by dlscountlng future expected cash flows at lnterest 

<C> 

490.2 
3,259.0 

67,161.7 

70,910.9 

(8, 676.91 
(10,787.91 
(45, 053.01 

(1,106.61 

<C> 

490.2 
3,259.0 

67,672.4 

71,421.6 

(8,691.91 
(10, 787.91 
(44, 637.81 

(1,336.81 

(65,624.41 (65,454.41 

8 0. 1 

8 0. 1 

$ 5,366.6 

I 27 9. 61 
4 8. 9 

I 23 o. 7 I 

$ 5, 736.5 

<C> 

510.7 

510.7 

I 15. o I 

415.2 
(230. 21 

170.0 

(359. 7 I 
4 8. 9 

1310. 8 I 

3 69. 9 
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rates that we offer on such products at the respectlve valuatlon dates. 

Commerclal paper, bank and other borrowlngs: The falr value of these lnstruments 
approxlmates exlstlng carrylng value because lnterest rates on these lnstruments 
adJust wlth changes ln market lnterest rates due to thelr short-term maturlty or 
reprlclng characterlstlcs. 

Senlor and senlor subordlnated debt: The estlmated falr value of our gross flxed 
rate debt lnstruments was determlned uslng elther quoted market prlces or by 
dlscountlng future expected cash flows at lnterest rates offered for slmllar 
types of debt lnstruments. Carrylng value lS typlcally used to estlmate the falr 
value of floatlng rate debt. 

Insurance reserves: The falr value of lnsurance reserves for perlodlc payment 
annultles was estlmated by dlscountlng future expected cash flows at estlmated 
market lnterest rates at December 31, 2001 and 2000. The falr value of other 
lnsurance reserves lS not requlred to be determlned ln accordance wlth FAS No. 
107. 

Derlvatlve flnanclal lnstruments: As of January 1, 2001, all derlvatlve 
flnanclal lnstruments are carrled at falr value on the balance sheet. Where 
practlcal, quoted market prlces were used to determlne falr value of these 
lnstruments. For non-exchange traded contracts, falr value was determlned uslng 
accepted and establlshed valuatlon methods (lncludlng lnput from lndependent 
thlrd partles) whlch conslder the terms of the contracts and market expectatlons 
on the valuatlon date for forward lnterest rates (for lnterest rate contracts) 
or forward forelgn currency exchange rates (for forelgn exchange contracts). We 
enter lnto forelgn exchange contracts to hedge our exposure to currency rlsk on 
forelgn denomlnated debt. We also enter lnto lnterest rate contracts to hedge 
our exposure to lnterest rate rlsk on assets and llabllltles, lncludlng debt. As 
a result, decreases/lncreases ln the falr value of derlvatlve flnanclal 
lnstruments whlch have been deslgnated as effectlve hedges are offset by a 
correspondlng lncrease/decrease ln the falr value of the lndlvldual asset or 
llablllty belng hedged. See Note 10, "Derlvatlve Flnanclal Instruments and 
Concentratlons of Credlt Rlsk," for addltlonal dlscusslon of the nature of these 
ltems. 

Commltments to extend credlt and guarantees: These commltments were valued by 
conslderlng our relatlonshlp Wlth the counterparty, the credltworthlness of the 
counterparty and the dlfference between commltted and current lnterest rates. 

77 
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15. Leases 

We lease certaln offlces, bulldlngs and equlpment for perlods of up to 25 years. 
The leases explre at varlous dates through 2019 and have varlous renewal 
optlons. The offlce space leases generally requlre us to 
expenses. Net rental expense under operatlng leases 
$107.6 mllllon ln 2000 and $89.4 mllllon ln 1999. 

certaln operatlng 
.9 mllllon ln 2001, 

We have a lease obllgatlon on a former offlce complex whlch has been subleased 
through 2010, the end of the lease perlod. The sublessee has assumed our future 
rental obllgatlons on thls lease. 

Future net mlnlmum lease commltments under noncancelable operatlng lease 
arrangements 
<TABLE> 
<CAPTION> 

In mllllons. 
At December 31, 2001 

<S> 

2002 
2003 
20 04 
2005 
2006 
Thereafter 

Net mlnlmum lease commltments 

</TABLE> 

Mlnlmum 
Rental 

Payments 

<C> 

150.9 
128.6 
110.7 

92.8 
82.6 

330.0 

895.6 

16. Incentlve Compensatlon and Stock Optlon Plans 

Mlnlmum 
Sublease 

Income 

<C> 

21.4 
21. 6 
22.0 
22.3 
22.2 
77.7 

187.2 

Household's executlve compensatlon plans provlde for lssuance of nonquallfled 
stock optlons and restrlcted stock rlghts (''RSR's''). Stock optlons permlt the 
holder to purchu8e, under certuln llmltutlon8, Hou8ehold'8 common 8tock ut the 
market value of the stock on the date the optlon lS granted. Employee stock 
optlons generally vest equally over four years and explre 10 years from the date 
of grant. RSR's entltle an employee to recelve a stated number of shares of 
Household's common stock lf the employee satlsfles the condltlons set by the 
Compensatlon Commlttee for the award. A total of 4.3 mllllon and 4.0 mllllon 
RSR's were outstandlng at December 31, 2001 and 2000, 
compensatlon cost recognlzed for RSR's was $45.4 mllllon, and 
$12.4 mllllon ln 2001, 2000 and 1999, respectlvely. Shares of our stock 
reserved for stock plans were 34.9 mllllon at December 31, 2001 and 38.9 mllllon 
at December 31, 2000. 

Non-employee dlrectors annually recelve optlons to purchase shares of 
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<C> 

129.5 
107.0 

88.7 
70.5 
60.4 

252.3 

708.4 
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Household's common stock at the stock's falr market value on the day the optlon 
lS granted. Dlrector optlons have a term of ten years and one day, fully vest 
SlX months from the date granted, and once vested are exerclsable at any tlme 
durlng the optlon term. 

Common stock data for the stock optlon plans lS summarlzed as follows: 
<TABLE> 
<CAPTION> 

2001 2000 1999 

<S> 

Outstandlng at beglnnlng 
Of year 

Granted 
Exerclsed 
Explred or canceled 

Outstandlng at end 
Of year 

Exerclsable at end of year 

Welghted-average falr value 
of optlons granted 

</TABLE> 

<PAGE> 

Shares 

<C> 

16,687,142 
3,080,400 

(2, 015, 723) 
I 1, 535 I 

17,750,284 

11,502,384 

78 

Welghted- Welghted- Welghted-
Average Average Average 

Prlce per 
Share 

<C> 

31. 09 
57.16 
17.26 
28.22 

37.19 

2 9. 44 

18.25 

Shares 

<C> 

16,068,326 
2,812,469 

12,056,064 I 
(137,589) 

16,687,142 

11,134,642 

Prlce per 
Share 

<C> 

26.30 
48.80 
12.89 
3 6. 84 

31. 0 9 

24.10 

19.65 

Shares 

<C> 

21,600,569 
2,311,500 

(7,805,549) 
(38,194) 

16,068,326 

11,023,619 

Prlce per 
Share 

<C> 

21. 14 
44.78 
17. 4 8 
31. 45 

2 6. 30 

19. 64 

19.65 

The followlng table summarlzes lnformatlon about stock optlons outstandlng at 
December 31, 2001: 
<TABLE> 
<CAPTION> 

Optlons Outstandlng Optlons Exerclsable 

Range of Number Welghted-Average Welghted-Average Number Welghted-Average 
Exercise Prices Outstanding Remaining Life Exercise Price Outstanding Exercise Price 

- ------------------------ ------------ ---------------- ---------------- ---------------- ----------------------

<S> <C> <C> <C> <C> 
6.65 10.00 303,089 . 54 years 8.25 

10.01 20.00 4,000,974 2.85 years 14.28 
20.01 30.00 491,185 5.46 years 24.02 
30.01 40.00 4,887,188 6. 13 years 3 6. 12 
40.01 50.00 4,957,448 8.28 years 47.33 
50.01 57.16 3,110,400 9. 84 years 57.10 

</TABLE> 

Household malntalns an Employee Stock Purchase Plan (the "ESPP"). The ESPP 
provldes a means for employees to purchase shares of Household's common stock at 
85 percent of the lesser of lts market prlce at the beglnnlng or end of a 
one-year subscrlptlon perlod. 

We account for and shares lssued under the ESPP ln accordance wlth APE 
25, pursuant to no compensatlon cost has been recognlzed. Had compensatlon 
cost been determlned conslstent wlth FAS No. 123, "Accountlng for Stock-Based 
Compensatlon," our net lncome and earnlngs per share, on a pro forma basls, 
would have been as follows: 

<TABLE> 
<CAPTION> 

2001 
In mllllons, except per share data. 
Year ended December 31 Dlluted Baslc Dlluted 

(RESTATED) (RESTATED) (RESTATED) 
<S> <C> <C> <C> 
Earnlngs avallable to common shareholders: 

As reported 1,832.1 1,832.1 $1,621.4 
Pro forma 1,804.2 1,804.2 1,600.4 

Earnlngs per share: 
As reported 3.91 3.97 3.40 
Pro forma 3.85 3.91 3. 3 6 

</TABLE> 

The pro forma compensatlon expense lncluded ln the table above may not be 
representatlve of the actual effects on net for future years. 

The falr value of each optlon granted was estlmated as of the date of grant 
uslng the Black-Scholes optlon prlclng model and the followlng welghted-average 
assumptlons: 

<TABLE> 
<CAPTION> 

2001 

<C> <C> 
303,089 8.25 

4,000,225 14.27 
489,959 24.01 

4,367,938 36.07 
2,318,673 46.83 

22,500 51.3 8 

2000 199 9 

Baslc Dlluted Baslc 

(RESTATED) (RESTATED) (RESTATED) 
<C> <C> <C> 

$1,621.4 1,419.1 1,419.1 
1,600.4 1,402.6 1,402.6 

3.44 2.95 2.98 
3.39 2.91 2. 94 

2000 199 9 
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<S> 
Rlsk-free lnterest rate 
Expected dlvldend yleld 
Expected llfe 
Expected volatlllty 

</TABLE> 

<C> 
3. 62% 
1. 4 4 
5 years 
34.3% 

The Black-Scholes model uses dlfferent assumptlons that can slgnlflcantly effect 
the falr value of the optlons. As a result, the derlved falr value estlmates 
cannot be substantlated by comparlson to lndependent markets. 

17. Employee Beneflt Plans 

Household sponsors several deflned beneflt penslon plans coverlng substantlally 
all of lts U.S. and non-U.S. employees. At December 31, 2001, plan assets 
lncluded an lnvestment ln 1,112,546 shares of Household's common stock wlth a 
falr value of $64.5 mllllon. 
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Penslon lncome for deflned beneflt plans, prlmarlly due to the overfunded status 
of the domestlc plan, lncluded the followlng components: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> 
Servlce cost - beneflts earned durlng the perlod 
Interest cost on proJected beneflt obllgatlon 
Expected return on assets 
Amortlzatlon of transltlon asset 
Recognlzed galns (losses) 

Penslon lncome 

</TABLE> 

2001 2000 

<C> <C> 
$ 12 6. 9 I $ 122. 61 

13 7. 4 I I 33.2 I 
101. 6 87.9 

. 9 1.4 
I. 2 I 

$ 38.2 $ 33.3 

The assumptlons used ln determlnlng the beneflt obllgatlon and penslon lncome of 
the domestlc deflned beneflt plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

<S> 
Dlscount rate 
Salary lncrease assumptlon 
Expected long-term rate of 

</TABLE> 

return 

2001 2000 

<C> <C> 
7.5% 8.25% 
4. 0 4. 0 

on plan assets 10. 0 10. 0 

A reconclllatlon of beglnnlng and endlng balances of the proJected beneflt 
obllgatlon of the deflned beneflt penslon plans lS as follows: 

In mllllons. 
Year ended December 31 

Beneflt obllgatlon at beglnnlng of year 
Servlce cost 
Interest cost 
Actuarlal losses 
Forelgn currency exchange rate changes 
Plan amendments 
Beneflts pald 

Beneflt obllgatlon at end of year 

2001 2000 

$555.1 $547.9 
2 6. 9 22.6 
37.4 33.2 

112. 0 14. 9 
I 3. 2 I I 4. 4 I 
9. 2 . 2 

15 9. 61 I 59.3 I 

$67 7. 8 $555.1 

A reconclllatlon of beglnnlng and endlng balances of the falr value of plan 
assets assoclated wlth the deflned beneflt penslon plans lS as follows: 

In mllllons. 
Year ended December 31 

Falr value of plan assets at beglnnlng of year 
Actual return on plan assets 
Forelgn currency exchange rate changes 
Employer contrlbutlons 
Bene fl t:J pend 

Falr value of plan assets at end o= year 

2001 

$1,058.8 
I 13 6. 61 

I 3. 5 I 
• 7 

15 9. 61 

859.8 

The funded status of deflned beneflt penslon plans was as follows: 

In mllllons. 
At December 31 

Funded status 
Unrecognlzed net actuarlal loss (galn) 
Unamortlzed prlor servlce cost 

2001 

182.0 
257.5 

3.7 

2000 

926.5 
195.4 

I 4. 8 I 
1.0 

I 59.3 I 

$1,058.8 

2000 

503.7 
I 98 .1 I 

I 6.1 I 

19 99 

<C> 
$I 28.7 I 

I 31. o I 
80.4 
1.2 
4 .1 

$ 26.0 

1999 

<C> 
8. 0% 
4. 0 

10. 0 

<C> 
5.74% 
1. 4 9 
5 years 
42.8% 
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5. 84% 
1. 65 
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4 6. 9% 
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Prepald penslon cost 443.2 399.5 

We also sponsor a non-quallfled supplemental retlrement plan. Thls plan, whlch 
lS unfunded, provldes employees deflned penslon beneflts outslde the 
quallfled retlrement plan on average earnlngs, years of servlce and age at 
retlrement. At December 31, 2001 and 2000, the proJected beneflt obllgatlon was 
$41.5 mllllon and $28.6 mllllon, respectlvely. Penslon expense related to the 
supplemental retlrement plan was $10.0 mllllon, $5.1 mllllon and $7.2 mllllon ln 
2001, 2000 and 1999, respectlvely. 

80 
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We also sponsor varlous 401(k) savlngs plans and proflt sharlng plans for 
employees meetlng certaln ellglblllty requlrements. Under these plans, each 
partlclpant's contrlbutlon lS matched by the company ln Household common stock 
up to a maxlmum of 6 percent of the 's compensatlon. For 2001, 2000 
and 1999, total expense for these plans was 7 mllllon, $47.0 mllllon and 
$39.1 mllllon, respectlvely. 

We have several plans whlch provlde medlcal, dental and llfe lnsurance beneflts 
to retlrees and ellglble dependents. These plans cover substantlally all 
employees who meet certaln age and vested servlce requlrements. We have 
lnstltuted dollar llmlts on our payments under the plans to control the cost of 
future medlcal beneflts. 

The net postretlrement beneflt cost lncluded the followlng: 

<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> <C> 
Servlce cost-beneflts earned durlng the perlod $ 
Interest cost on accumulated postretlrement beneflt obllgatlon 
Amortlzatlon of transltlon obllgatlon 
Amortlzatlon of prlor servlce cost 
Recognlzed actuarlal galn 

Net perlodlc postretlrement beneflt cost 

</TABLE> 

2001 

I 3. 2 I 
I 11. 1 I 

I 6. 61 
1.7 
3. 1 

I 16. 1 I 

A reconclllatlon of the beglnnlng and endlng balances of the accumulated 
postretlrement beneflt obllgatlon lS as follows: 
<TABLE> 
<CAPTION> 

In mllllons. 
Year ended December 31 

<S> 
Beneflt obllgatlon at beglnnlng of year 
Servlce cost 
Interest cost 
Forelgn currency exchange rate changes 
Actuarlal losses (galns) 
Plan amendments 
Beneflts pald 

Beneflt obllgatlon at end of year 

</TABLE> 

Our postretlrement beneflt plans are funded on a pay-as-you-go basls. A 
reconclllatlon of the components o= the accrued postretlrement beneflt 
obllgatlon lS as follows: 

<TABLE> 
<CAPTION> 

In mllllons. 
At December 31 

<S> 
Funded status 
Unamortlzed prlor servlce cost 
Unrecognlzed net actuarlal galn 
Unamortlzed transltlon obllgatlon 

Accrued postretlrement beneflt obllgatlon 

</TABLE> 

The assumptlons used ln determlnlng the beneflt obllgatlon and cost of such 
plans at December 31 are as follows: 

<TABLE> 
<CAPTION> 

2001 

<C> 
$ 

<C> 

<C> 

2000 

I 3. 4 I 
I 10.3 I 

I 6. 7 I 
1.4 
2. 8 

I 16.2 I 

2001 

161. 0 
3.2 

11.1 
I. 4 I 

29.4 

17.5 I 

196.8 

2001 

196.8 
17.2 
31.4 

I 75. o I 

170.4 

2000 

<C> 
$ 

<C> 

<C> 

19 99 

I 4. 3 I 
I 9. 4 I 
I 6. 3 I 
1.7 
1.2 

117.11 

2000 

160.5 
3. 4 

10.3 

I 9 .1 I 
4. 7 

I 8. 8 I 

161. 0 

2000 

161. 0 
18 .1 
72.1 

I 80. 6 I 

170.6 

1999 
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<S> 
Dlscount rate 
Salary lncrease assumptlon 

</TABLE> 

<C> 
7.5% 
4. 0 

A 9.8 percent annual rate of lncrease ln the gross cost of covered health care 
beneflts was assumed for 2002. Thls rate of lncrease lS assumed to decllne 
gradually to 5.35 percent ln 2008. 

81 
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Assumed health care cost trend rates have an effect on the amounts reported for 
health care plans. A one-percentage polnt change ln assumed health care cost 
trend rates would lncrease (decrease) servlce and lnterest costs and the 
postretlrement beneflt obllgatlon follows: 

<TABLE> 
<CAPTION> 

In mllllons. 

<S> 
Effect on total of servlce and lnterest cost components 
Effect on postretlrement beneflt obllgatlon 

</TABLE> 

18. Income Taxes (RESTATED) 

Total lncome taxes were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

ZS> 
Provlslon for lncome taxes related to operatlons 
Income taxes related to adJustments lncluded ln 
equlty: 

Total 

Unreallzed galn (loss) on lnvestments, net 
Unreallzed losses on cash flow hedglng lnstruments 
Forelgn currency translatlon adJustments 
Exercise of stock based compensation 

</TABLE> 

Provlslons for lncome taxes related to operatlons were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Current 
Unlted States 
Forelgn 

Total current 

Deferred 
Unlted States 
Forelgn 

Total deferred 

Total lncome taxes 

</TABLE> 

ZC> 

shareholders' 

<C> 

The slgnlflcant components of deferred lncome tax provlslons attrlbutable to 
lncome from operatlons were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 
Deferred lncome tax provlslon 
AdJustment of valuatlon allowance 
Chunge ln operutlng curryforwurd:J 

Deferred lncome tax provlslon 

</TABLE> 

Income before lncome taxes were: 
<TABLE> 
<CAPTION> 
In mllllons. 
Year ended December 31 

<S> 

<C> 

<C> 

2001 

970.8 

110. 6 
1391.61 

I 1 o. 1 I 
135. 5 I 

64 4. 2 

2001 

907.1 
69.8 

97 6. 9 

I 3. 9 I 
I 2. 2 I 

I 6. 1 I 

970.8 

2001 

11. 1 

I 11. 8 I 
16.8 

I 6. 1 I 

2001 

<C> 
8.25% 
4. 0 

One Percent 
Increase 

<C> 

ZC> 

<C> 

<C> 

<C> 

. 6 
8 .1 

2000 

868.9 

56.3 

I 22.4 I 
I 23.5 I 

879.3 

2000 

710.8 
112.0 

822.8 

52.5 
I 6. 4 I 

46.1 

868.9 

2000 

48.7 

I 8. 4 I 
5. 8 

4 6. 1 

2000 
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<C> 
8. 0% 
4. 0 

One Percent 
Decrease 

<C> 

ZC> 

<C> 

<C> 

<C> 

I. 61 
I 7. 61 

1999 

70 0. 6 

15 o. 1 I 

I 5. 3 I 
18 9. 1 I 

55 6. 1 

1999 

633. 8 
67.4 

701. 2 

I 1. 4 I 
. 8 

I. 61 

70 0. 6 

19 99 

116. 4 I 
20.7 
I 4. 0 I 

I. 61 

19 99 
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Unlted States 
Forelgn 

$2,540.5 
277.9 

Total lncome before lncome taxes $2,818.4 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Effectlve tax rates 

82 

analyzed follows: 

Year ended December 31 2001 

<S> <C> 

Statutory federal lncome tax rate 35.0% 
Increase (decrease) ln rate resultlng from: 

State and local taxes, net of federal beneflt 2. 8 
Tax credlts 12.7 I 
Other I. 6 I 

Effectlve tax rate 34.5% 

</TABLE> 

Provlslon for U.S. lncome taxes had not been made at December 31, 2001 and 2000 
on $267.5 mllllon and $300.6 mllllon, respectlvely, of undlstrlbuted earnlngs of 
forelgn subsldlarles. Determlnatlon of the amount of unrecognlzed deferred tax 
llablllty related to lnvestments ln forelgn subsldlarles lS not practlcable. 

In addltlon, provlslon for U.S. lncome taxes had not been made at December 31, 
2001 on $80.1 mllllon of undlstrlbuted earnlngs of llfe lnsurance subsldlarles 
accumulated as pollcyholders' surplus under tax laws ln effect prlor to 1984. If 
thls amount were dlstrlbuted, the addltlonal lncorne tax payable would be 
approxlmately $28 mllllon. 

Our U.S. savlngs and loan subsldlary has credlt loss reserves for tax 
that arose ln years beglnnlng before December 31, 1987 ln the amount of 
mllllon. The amount of deferred tax llablllty on the aforementloned credlt loss 
reserves not recognlzed totaled $20.5 mllllon at December 31, 2001. Because 
these amounts would become taxable only ln the event of certaln clrcumstances 
which we do not expect to occur within the foreseeable future, no deferred tax 
llablllty has been establlshed for these ltems. 

At December 31, 2001, we had net operatlng loss carryforwards for tax purposes 
of $11.3 mllllon, of whlch $1.7 mllllon explre ln 2004; $2.4 mllllon explre ln 
2005; $2.1 mllllon explre ln 2006; and $5.1 mllllon explre ln 2019. We also had 
forelgn tax credlt carryforwards o= $.5 mllllon whlch explre ln 2004. 

Temporary dlfferences whlch gave rlse to a slgnlflcant portlon of deferred tax 
assets and llabllltles were as follows: 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

Deferred Tax Llabllltles 
<S> 
Recelvables sold 
Leveraged lease transactlons, net 
Deferred loan orlglnatlon costs 
Penslon plan assets 
Fee lncome 
Other 

Total deferred tax llabllltles 

Deferred Tax Assets 

Credlt loss reserves 
Market value adJustments 
Other 

Total deferred tax assets 
Valuatlon allowance 

Total deferred tax assets net of valuatlon allowance 

Net deferred tax asset (llablllty) 

</TABLE> 

<C> 
$ 

2001 

837.7 
393.9 
103.3 
154.2 
14 7. 3 
214.0 

1,850.8 

1,208.8 
277.4 
522.0 

2,008.2 
I. 5 I 

2,007.7 

15 6. 9 

The deferred tax asset valuatlon allowance relates entlrely to forelgn tax 
credlt carryforwards. Due to the llmlted carryforward perlod and llrnltatlons 
under U.S. tax laws wlth respect to forelgn tax credlt utlllzatlon, management 
belleves lt lS more llkely than not that the deferred tax asset Wlll not be 
reallzed. The current perlod net change ln the valuatlon allowance reflects the 
current utlllzatlon of prlor carry=orwards. A 100 percent valuatlon allowance 
has been establlshed relatlng to the remalnlng carryforwards avallable. 

83 

$2,162.8 
33 6. 7 

$2,499.5 

2000 

<C> 

35.0% 

2.7 
I 1. 5 I 
I 1. 4 I 

34.8% 

<C> 
$ 

2000 

822.2 
385.4 

35.7 
142.5 

78.3 
213.9 

1,678.0 

1,128.3 

4 21. 0 

1,549.3 
I 12.3 I 

1,537.0 

1141.01 

1999 

<C> 

35.0% 

2. 4 
I. 9 I 

I 3. 61 

32.9% 
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19. Earnlngs Per Common Share (RESTATED) 

<TABLE> 
<CAPTION> 

In mllllons, except per share data. 
Year ended December 31 

<S> 
Earnlngs 
Net lncome 
Preferred dlvldends 

Earnlngs avallable to 
Common shareholders 

Average Shares 
Common 
Common equlvalents 

Total restated 

Dlluted 

<C> 

$ 1,847.6 
I 15.5 I 

$ 1,832.1 

4 62. 0 
6.1 

4 68 .1 

Earnlngs per common share, as restated $ 3.91 

Earnlngs per common share, 
as reported 

</TABLE> 

20. Commltments and Contlngent Llabllltles 

4. 08 

2001 

Baslc 

<C> 

$ 1,847.6 
I 15.5 I 

$ 1,832.1 

4 62. 0 

4 62. 0 

3.97 

4.13 

Dlluted 

<C> 

$ 1,630.6 
I 9. 2 I 

$ 1,621.4 

4 71. 8 
4. 4 

476.2 

3.40 

3.55 

In the ordlnary of buslness there are varlous legal proceedlngs pendlng 
agalnst us. Management belleves the aggregate llablllty, lf any, resultlng from 
such actlons would not have a materlal adverse effect on our consolldated 
flnanclal posltlon, results of operatlons or cash flows. However, as the 
ultlmate resolutlon of these proceedlngs lS lnfluenced by factors that are 
outslde of our control, lt lS reasonably posslble our estlmated llablllty under 
these proceedlngs may change. 

See Note 15 for dlscusslon of lease commltments. 

21. Segment Reportlng (RESTATED) 

We have three reportable segments: Consumer, Credlt Card Servlces, and 
Internatlonal. Our segments are managed separately and are characterlzed by 
dlfferent mlddle-market consumer lendlng products, orlglnatlon processes, and 
locatlons. Our Consumer segment conslsts of our consumer lendlng, mortgage 
servlces, retall servlces, and auto flnance buslnesses. Our Credlt Card Servlces 
segment conslsts of our domestlc MasterCard and Vlsa credlt card buslness. Our 
Internatlonal segment conslsts of our forelgn operatlons ln the Unlted Klngdom 
("U.K.") and Canada. The Consumer segment provldes real estate secured, 
automoblle secured and personal non-credlt card loans. Loans are offered wlth 
both revolvlng and closed-end terms and wlth flxed or varlable lnterest rates. 
Loans are orlglnated through branch locatlons, correspondents, mortgage brokers, 
dlrect mall, telemarketlng, lndependent merchants or automoblle dealers. The 
Credlt Card Servlces segment offers MasterCard and Vlsa credlt cards throughout 
the Unlted States prlmarlly Vla strateglc afflnlty and co-brandlng 
relatlonshlps, dlrect mall, and our branch network to subprlme customers. The 
Internatlonal segment offers secured and unsecured llnes of credlt and secured 
and unsecured closed-end loans the Unlted and Canada. In 

MasterCard Vlsa credlt cards 
lnsurance ln connectlon wlth all loan products. We also cross sell 

our credlt cards to exlstlng real estate secured, prlvate label and tax servlces 
customers. All segments offer products and servlce customers through the 
Internet. The All Other captlon lncludes our lnsurance and tax servlces and 
commerclal buslnesses, as well as our corporate and treasury actlvltles, each of 
whlch falls below the quantltatlve threshold tests under Statement of Flnanclal 
Accountlng Standards No. 131 for determlnlng reportable segments. 

The accountlng pollcles of the reportable segments are the same as those 
descrlbed ln the summary of slgnlflcant accountlng pollcles. For segment 
reportlng purposes, lntersegment transactlons have not been ellmlnated. We 
generally account for transactlons between segments as lf they were wlth thlrd 
partles. We evaluate performance and allocate resources based on lncome from 
operatlons after lncome taxes and returns on equlty and managed assets. 

We allocate resources and provlde lnformatlon to management for declslon maklng 
on a managed basls. Therefore, an adJustment lS requlred to reconclle the 
managed flnanclal lnformatlon to our reported flnanclal lnformatlon ln our 
consolldated flnanclal statements. Thls adJustment reclasslfles net lnterest 
margln, fee lncome and loss provlslon lnto securltlzatlon revenue. Certaln 
8egment lnformutlon prevlou8ly pre8ented on un owned 
a managed basls. 
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Reportable Segments - Managed Basls 

<TABLE> 
<CAPTION> 
In mllllons. 
Managed Basls 

84 

Consumer 

been re8tuted to 

Credlt Card 
Servlces Internatlonal 

2000 

Baslc 

<C> 

$ 1,630.6 
I 9. 2 I 

$ 1,621.4 

4 71. 8 

4 71. 8 

3. 44 

3.59 

All Other 

Dlluted 

<C> 

$ 1,428.3 
I 9. 2 I 

$ 1,419.1 

477.0 
4. 8 

4 81. 8 

2.95 

3.07 

Totals 
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Baslc 

<C> 

$ 1,428.3 
19.2 I 

$ 1,419.1 

4 77. 0 

4 77. 0 

2.98 

3.10 
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<S> 
For the year ended December 31, 2001: 
Net lnterest margln 
Fee lncome 
Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

For the year ended December 31, 2000: 
Net lnterest margln 
Fee lncome 
Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

For the year ended December 31, 1999: 
Net lnterest margln 
Fee lncome 
Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

</TABLE> 
<TABLE> 
<CAPTION> 

In mllllons. 
Managed Basls 

<S> 
For the year ended December 31, 2001: 
Net lnterest margln 
Fee 

Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

For the year ended December 31, 2000: 
Net lnterest margln 
Fee lncome 
Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (loss) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

For the year ended December 31, 1999: 
Net lnterest margln 
Fee lncome 
Other revenues ( 1) 
Intersegment revenues 
Provlslon for credlt losses 
Depreclatlon and amortlzatlon 
Income tax expense (beneflt) 
Segment net lncome (lo88) 
Recelvables 
Total segment assets 
Expendltures for long-llved assets (7) 

</TABLE> 

<C> <C> 

5,829.0 
368.5 
357.5 
190.4 

2,550.3 
64.5 

84 0. 5 
1,327.7 

75,640.8 
78,698.8 

17.0 

4,851.6 
348.6 
4 01. 7 
192.0 

1,978.4 
7 8. 4 

796.5 
1,271.3 

63,067.0 
65,822.3 

29.1 

4,043.3 
35 0. 6 
207.4 
124.0 

1,598.6 
80.8 

625. 6 
991. 5 

49,399.0 
51,840.1 

78.9 

Adjustments/ 
Reconclllng 

Items 

<C> 

1234.31 121 
1234.31 121 

1. 7 13 I 

I 86.5 I I 4 I 
I 14 9. 6 I 

19,702.01 151 

1229.91 121 
1229.91 121 

1. 6 I 3 I 

I 84. 8 I I 4 I 
I 14 6. 7 I 

19,762.21 151 

1144.61 121 
1144.61 121 

23.5 I 3 I 

161.51 141 
I 106. 6 I 

19,988.21 151 

(1) Net of pollcyholder beneflts and excludlng fees. 
(2) Ellmlnates lntersegment revenues. 
(3) Ellmlnates bad debt recovery sales between operatlng 

<C> 

1,496.8 
1,106.5 

9 9. 4 
38.2 

1,167.3 
117.2 
188.3 
291. 7 

17,178.5 
18,370.2 

4. 5 

1,179.1 
972.3 
114. 3 
32.7 

1,066.2 
129.9 
101. 8 
14 4. 6 

15,977.3 
17,316.8 

283.1 

991. 3 
720.3 

63.8 
17.2 

912.4 
114. 4 

66.5 
94.7 

13,854.8 
15,192.1 

5. 8 

Managed 
Basis 

Consolldated 
Totals 

<C> 

7,881.3 
1,542.2 

985.7 

4,018.4 
314.7 
970.7 

1,847.6 
100,822.7 
109,858.9 

175.2 

6,446.3 
1,387.5 

945.4 

3,252.4 
308.1 
869.0 

1,630.6 
87,607.4 
96,558.7 

450.4 

5,510.1 
1,128.3 

785.1 

2,781.8 
280.4 
700.6 

1,428.3 
71,728.3 
79,890.7 

194.7 

<C> 

13 7. o I 
6.7 

553.6 
I 2. 7 I 
72.3 

109.3 
13 6. 8 I 
173.7 
84 5. 9 

<C> 

7,881.3 
1,542.2 
1,220.0 

592.5 
60.5 

209.5 
8. 4 

226.9 
23.7 
65.2 

2 04 .1 
7,157.5 
8,375.2 

27.8 
14,116.7 

125.9 

234.3 
4,016.7 

314.7 
1,057.2 
1,997.2 

100,822.7 
119,560.9 

175.2 

I 17 8. 5 I 
5.6 

414.7 

127. 4 I 
79.6 

I 4 3. 1 I 
131. 3 
716.1 

6,446.3 
1,387.5 
1,175.3 

5 94 .1 
61. 0 

244.6 
5.2 

233.6 
20.2 
98.6 

230.1 
7,847.0 
9,017.5 

37.7 
14,164.3 

100.5 

229.9 
3,250.8 

308.1 
953.8 

1,777.3 
87,604.4 

106,320.9 
4 50.4 

I 13 8. 5 I 
3.3 

474.5 

614. 0 
54.1 

184. 0 
3. 4 

247.7 
17.5 
59.4 

218.7 
7,618.8 
8,846.0 

45.6 

I. 4 I 
67.7 
10.6 

230.0 
855.7 

14,000.7 

5,510.1 
1,128.3 

929.7 
14 4. 6 

2,758.3 
2 80.4 
7 62 .1 

1,534.9 
71,728.3 
89,878.9 

194.7 

Securltlzatlon 
AdJustments 

<C> 

12,093.81 161 
1638.91 161 

1,627.1 161 

11,105.51 161 

120,948.01 181 
120,948.01 181 

11,724.61 161 
1627.41 161 

1,216.5 161 

11,135.51 161 

120,249.51 181 
120,249.51 181 

11,732.91 161 
1582.31 161 

1,249.8 161 

11,065.41 161 

119,438.91 181 
119,438.91 181 

64.4 

Owned 
Basis 

Consolldated 
Totals 

<C> 

5,787.5 
903.3 

2,612.8 

2,912.9 
314.7 
970.7 

1,847.6 
79,874.7 
88,910.9 

175.2 

4,721.7 
7 60 .1 

2,161.9 

2, 116.9 
308.1 
869.0 

1, 630.6 
67,357.9 
76,309.2 

450.4 

3,777.2 
546.0 

2,034.9 

1, 716.4 
2 80.4 
700.6 

1,428.3 
52,289.4 
60,451.8 

194.7 

(4) Tax beneflt assoclated wlth ltems comprlslng ltems. 
(5) Ellmlnates lnvestments ln subsldlarles and lntercompany borrowlngs. 
(6) Reclasslfles net lnterest rnargln fee lncome and loss provlslons relatlng to 

securltlzed recelvables to other revenues. 
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(7) Includes goodwlll assoclated cuth purchase buslness comblnatlons and 
capltal expendltures. 

(8) Represents recelvables servlced wlth llmlted recourse. 

85 
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Managed Recelvables 

The followlng summarlzes our managed recelvables, whlch lncludes both our owned 
recelvables and recelvables servlced wlth llmlted recourse. 

<TABLE> 
<CAPTION> 
In mllllons. 
At December 31 

<S> 

2001 

<C> <C> 

2000 

Real estate secured 44,718.6 36,637.5 
Auto flnance 6,395.5 4,563.3 
MasterCard/Vlsa 17,395.2 17,583.4 
Prlvate label 13,813.9 11,997.3 
Personal non-credlt card 17,992.6 16,227.3 
Commerclal and other 506.9 598.6 

Total 100,822.7 87,607.4 

</TABLE> 

Geographlc Data 

The followlng summarlzes our owned basls assets, revenues and lncome before 
lncome taxes by materlal country: 

<TABLE> 
<CAPTION> 

Identlflable Assets Long-Llved Assets (1) 

In mllllons. 2001 2000 19 99 2001 2000 

<S> <C> <C> <C> <C> <C> 
Unlted States $81,715.9 $68,520.6 $52,589.3 $1,995.8 $2,121.2 
Unlted Klngdom 5,709.6 6,401.3 6,486.6 93.1 109.6 
Canada 1,379.4 1,246.6 1,188.2 5.2 6.5 
Other 106.0 14 0. 7 187.7 

Total $88,910.9 $76,309.2 $60,451.8 $2,094.1 $2,237.3 

</TABLE> 

(1) Includes propertles and equlpment, net of accumulated depreclatlon, and 
goodwlll, net of accumulated amortlzatlon. 

<TABLE> 
<CAPTION> 

1999 

<C> 
$1,989.5 

91. 7 
5. 8 

. 2 

$2,087.2 

Revenues Income Before Income Taxes 

In mllllons. 2001 2000 19 99 2001 2000 

<S> <C> <C> <C> <C> <C> 
Unlted States $12,526.0 $10,556.9 $8,184.4 $2,540.5 $2,162.1 
Unlted Klngdom 1,014.4 1,059.9 995.0 206.4 274.1 
Canada 220.2 194.4 178.2 48.4 41.3 
Other 19.7 23.1 35.4 23.1 22.0 

Total $13,780.3 $11,834.3 $9,393.0 $2,818.4 $2,499.5 

</TABLE> 
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Management's Report 

To the Shareholders of Household Internatlonal, Inc. 

Household Internatlonal's management lS responslble for the preparatlon, 
lntegrlty and falr presentatlon of lts publlshed flnanclal statements. The 
consolldated flnanclal statements have been prepared ln accordance wlth 
generally accepted accountlng prlnclples and, as such, lnclude amounts based 
JUdgments and estlmates made by management. Management also prepared other 
lnformutlon lncluded ln the unnuul report und 
and conslstency wlth the flnanclal statements. 

re8pon8lble for lt8 uccurucy 

The consolldated flnanclal statements have been audlted by an lndependent 
accountlng flrm, ], whlch has been glven unrestrlcted 
to all flnanclal records and related data, lncludlng mlnutes of all meetlngs of 
shareholders, the Board of Dlrectors and commlttees of the board. 
belleves that representatlons made to the lndependent audltors durlng 
audlt were valld and approprlate. 

Management malntalns a system of lnternal controls over the preparatlon of lts 
publlshed flnanclal statements. These controls are deslgned to provlde 
reasonable assurance to the company's Board of Dlrectors and offlcers that the 

1999 

<C> 
$1,838.9 

223.9 
3 9. 4 
2 6. 7 

$2,128.9 
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1999 

<C> 
26,935.5 
3,039.8 

15,793.1 
11,269.7 
13,881.9 

808.3 

71,728.3 
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flnanclal statements have been falrly presented ln accordance wlth generally 
accepted accountlng prlnclples. The Board, operatlng through lts audlt commlttee 
whlch lS composed entlrely of non-executlve dlrectors, provldes overslght to the 
flnanclal reportlng process. 

Internal audltors monltor the operatlon of the lnternal control system and 
actlons are taken by management to respond to deflclencles as they are 
ldentlfled. Even effectlve lnternal controls, no matter how well deslgned, have 
lnherent llmltatlons, such as the posslblllty of human error or of clrcumventlon 
or overrldlng of controls, and the conslderatlon of cost ln relatlon to beneflt 
of a control. Further, the effectlveness of an lnternal control can change wlth 
clrcumstances. 

Household Internatlonal's management perlodlcally assesses the lnternal controls 
for adequacy. Based upon these assessments, Household Internatlonal's management 
belleves that, ln all materlal respects, lts lnternal controls relatlng to 
preparatlon of consolldated flnanclal statements as of December 31, 2001 
functloned effectlvely durlng the year ended December 31, 2001. 

Management has long recognlzed lts responslblllty for conductlng the company's 
affalrs ln a manner whlch lS responslve to the lnterest of employees, 
shareholders, lnvestors and soclety ln general. Thls responslblllty lS lncluded 
ln the statement of pollcy on ethlcal standards whlch provldes that the company 
Wlll fully comply wlth laws, rules and regulatlons of every communlty ln whlch 
lt operates and adhere to the hlghest ethlcal standards. Offlcers, employees and 
agents of the company are expected and dlrected to manage the buslness of the 
company wlth complete honesty, candor and lntegrlty. 

Wllllam F. Aldlnger 
Chalrman and 
Chlef Executlve Offlcer 

August 14, 2002 

Davld A. Schoenholz 
Presldent 
Chlef Operatlng Offlcer 

Item 9. Changes ln and Dlsagreements wlth Accountants on Accountlng and 
Flnanclal Dlsclosure. 

The Audlt Commlttee of the Board of Dlrectors of Household Internatlonal, 
Inc. annually conslders and recommends to the Board the selectlon of 
Household's lndependent publlc accountants. As recommended by Household's Audlt 
Commlttee, Household's Board of Dlrectors on March 12, 2002 declded to no 
longer engage Arthur Andersen LLP ("Andersen") as Household's lndependent 
public accountants and engaged KPMG LLP to serve as Household's independent 
publlc accountants for 2002. The appolntment of KPMG LLP was presented to 
Household's stockholders for ratlflcatlon at the 2002 Annual Meetlng. KPMG LLP 
was ratlfled as our audltors for 2002. 

Andersen's reports on Household's consolldated flnanclal statements for the 
two most recent flscal years ended December 31, 2001 dld not contaln an adverse 
oplnlon or dlsclalmer of oplnlon, nor were they quallfled or modlfled as to 
uncertalnty, audlt scope or accountlng prlnclples. 

Durlng Household's two most recent flscal years and through the date of thls 
Form 10-K, there were no dlsagreements wlth Andersen on any matter of 
accountlng prlnclples or practlces, flnanclal statement dlsclosure, or audltlng 
scope or procedure whlch, lf not resolved to Andersen's satlsfactlon, would 
have caused them to make reference to the subJect matter ln connectlon wlth 
thelr report on Household's consolldated flnanclal statements for such years; 
and there were no reportable events, as llsted ln Item 304 (a) (1) (v) of 
Regulatlon S-K. 
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Household has provlded Andersen wlth a copy of thls dlsclosure. Attached as 
Exhlblt 16 lS a copy of Andersen's letter, dated March 13, 2002, statlng lts 
agreement wlth such statements. 

Durlng Household's two most recent flscal years and through the date of thls 
Form 10-K, Household dld not consult KPMG LLP regardlng any of the matters 
reportable events llsted ln Items 304(a) (2) (l) and (ll) of Regulatlon S-K. 

PART III. 

Item 10. Dlrectors and Executlve o-flcers of the Reglstrant. 

Executlve Offlcers of the Reglstrant. 

The followlng lnformatlon on our executlve pollcy-maklng offlcers lS 
lncluded pursuant to Item 401(b) o: Regulatlon S-K. 

Wllllam F. Aldlnger, age 54, JOlned Household ln September 1994 as Presldent 
and Chlef Executlve Offlcer. In May 1996 he was appolnted our Chalrman and 
Chlef Executlve Offlcer. Mr. Aldlnger served as Vlce Chalrman of Wells Fargo 
Bank and a Dlrector of several Wells Fargo subsldlarles from 1986 untll JOlnlng 
us. Mr. Aldlnger lS also a dlrector of Household Flnance Corporatlon (one of 
our subsldlarles), Illlnols Tool Works Inc. and MasterCard Internatlonal, 
Incorporated. 

Gary D. Gllmer, age 52, was appolnted Vlce Chalrman--Consumer Lendlng ln 
2002 after havlng served as Group Executlve--Consumer Lendlng slnce 1998. Mr. 
Gllmer JOlned Household Flnance Corporatlon ln 1972 and has served ln varlous 
capacltles ln our consumer lendlng, retall servlces and lnsurance servlces 
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buslnesses, most recently as Managlng Dlrector and Chlef Executlve Offlcer of 
our Unlted Klngdom operatlons. 

Davld A. Schoenholz, age 50, was appolnted Vlce Chalrman--Chlef Flnanclal 
Offlcer ln 2002. He has responslblllty for our Mortgage Servlces, Dlrect 
Lendlng and Unlted buslnesses. He was appolnted Group Executlve--Chlef 
Flnanclal Offlcer, January 2000, havlng prevlously served as 
Executlve Vlce Presldent--Chlef Flnanclal Offlcer slnce 1996, Senlor Vlce 
Presldent--Chlef Flnanclal Offlcer slnce 1994, and Vlce Presldent--Chlef 
Accountlng Offlcer slnce 1993. He JOlned Household ln 1985 as 
Dlrector--Internal Audlt. 

Rocco J. Fablano, age 45, was appolnted Group Executlve--Retall Servlces, 
Refund Lendlng, Auto Flnance and Insurance Servlces ln January 2002, havlng 
JOlned us ln 1997 as a result of our acqulsltlon of ACC Consumer Flnance 
Corporatlon where he served as Chalrman and Chlef Executlve Offlcer slnce 1993. 

Slddharth N. Mehta, age 43, was appolnted Group Executlve--Credlt Card 
Servlces and Canada ln 2002. He JOlned Household ln June 1998 as Group 
Executlve--Credlt Card Servlces. Prlor to JOlnlng Household, Mr. Mehta was 
Senlor Vlce Presldent of Boston Consultlng Group ln Los Angeles and co-leader 
of Boston Consultlng Group Flnanclal Servlces Practlce ln the Unlted States. 

Kenneth M. Harvey, age 41, was appolnted Executlve Vlce Presldent--Chlef 
Informatlon Offlcer ln 2002. He was our Managlng Dlrector--Chlef Informatlon 
Offlcer slnce 1999, havlng prevlously served ln varlous systems and technology 
areas wlth Household slnce 1989. 

Colln P. Kelly, age 59, was appolnted Executlve Vlce 
Presldent--Admlnlstratlon ln 2002 after havlng served as Senlor Vlce 
Presldent--Admlnlstratlon slnce January 2000. Mr. Kelly prevlously acted as our 
Senlor Vlce Presldent--Human Resources slnce 1996, and Vlce Presldent--Human 
Resources slnce 1988. Mr. Kelly JOlned Household Flnance Corporatlon ln 1965. 

Kenneth H. Robln, age 55, was appolnted Corporate Secretary ln 1998 and 
Senlor Vlce Presldent--General Counsel ln 1996, havlng prevlously served as 
Vlce Presldent--General Counsel slnce 1993. He JOlned Household ln 1989 as 
Asslstant General Counsel--Flnanclal Servlces. Prlor to JOlnlng Household, Mr. 
Robln held varlous posltlons ln the legal departments of Cltlcorp and Cltlbank, 
N.A. from 1977 to 1989. 
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Sandra L. Derickson, age 47, joined Household as Managing Director--Retail 
Servlces ln 2000. Prlor to JOlnlng Household, Mrs. Derlckson was employed wlth 
GE Capltal Servlces Corp. slnce 1975, most recently as Presldent and General 
Manager of GE Capltal Auto Flnanclal Servlces. 

Adrlan L. Hlll, age 43, was appolnted Managlng Dlrector--Unlted Klngdom, ln 
1998. Mr. Hlll began hls career wlth HFC Bank plc ln 1989 as 
Dlrector--Treasury, servlng as Chlef Flnanclal Offlcer from 1990 to 1995 and 
Chlef Operatlng Offlcer from 1995 untll hls current appolntment. 

There are no famlly relatlonshlps among our executlve offlcers. The term of 
offlce of each named executlve offlcer lS at the dlscretlon of the Board of 
Dlrectors. 

Addltlonal lnformatlon requlred by thls Item lS lncorporated by reference to 
"Nomlnees For Dlrector" and "Shares of Household Stock Beneflclally Owned by 
Dlrectors and Executlve Offlcers" ln our deflnltlve Proxy Statement for our 
2002 Annual Meetlng of Stockholders (the "2002 Proxy Statement"). 

Item 11. Executlve Compensatlon. 

Informatlon requlred by thls Item lS lncorporated by reference to "Executlve 
Compensatlon", "Employment Agreements", "Savlngs--Stock Ownershlp and Penslon 
Plans", "Incentlve and Stock Optlon Plans", and "Dlrector Compensatlon" ln our 
2002 Proxy Statement. 

Item 12. Securlty Ownershlp of Certaln Beneflclal Owners and Management. 

Informatlon requlred by thls Item lS lncorporated by reference to "Shares of 
Household Stock Beneflclally Owned by Dlrectors and Executlve Offlcers" and 
"Securlty Ownershlp of Certaln Beneflclal Owners" ln our 2002 Proxy Statement. 

Item 13. Certaln Relatlonshlps and Related Transactlons. 

Informatlon requlred by thls Item lS lncorporated by reference to "Incentlve 
and Stock Optlon Plans" and "Employment Agreement wlth Larry Bangs" ln our 2002 
Proxy Statement. 

PART IV. 

Item 14. Exhlblts, Flnanclal Statement Schedules, and Reports on Form 8-K. 

(a) Flnanclal Statements. 

The consolldated restated unaudlted flnanclal statements llsted below are 
by reference hereln 

Data of thls Form 
to Item 8. Flnanclal Statements and 

Household Internatlonal, Inc. and Subsldlarles: 

Consolldated Statements of Income for the Three Years Ended December 31, 
2001. (Unaudlted) 
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Consolldated Balance Sheets, December 31, 2001 and 2000. (Unaudlted) 

Consolldated Statements of Cash Flows for the Three Years Ended December 
31, 2001. (Unaudlted) 

Consolldated Statements of Changes ln Preferred Stock and Common 
Shareholders' Equlty for the Three Years Ended December 31, 2001. 
(Unaudlted) 

Notes to Consolldated Flnanclal Statements. (Unaudlted) 

Selected Quarterly Flnanclal Data (Unaudlted) . 
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(b) Reports on Form 8-K. 

For the three months ended December 31, 2001, Household flled one Current 
Report Form 8-K on October 17, 2001. 

<TABLE> 
<C> <S> 
(c) Exhlblts. 

3 (l I Restated Certlflcate of Incorporatlon of Household Internatlonal, Inc. as amended (lncorporated 
by reference to Exhlblt 3(l) of our Annual Report on Form 10-K for the flscal year ended 

3 (ll) 

4 (a) 

4 (b) 

4 (c I 

December 31, 2001). 
Bylaws of Household Internatlonal, Inc. as amended January 30, 2001 (lncorporated by 
reference to Exhlblt 3(ll) of our Annual Report on Form 10-K for the flscal year ended 
December 31, 2000). 
Rlghts Agreement dated as of July 9, 1996, between Household Internatlonal, Inc. and Harrls 
Trust and Savlngs Bank, as Rlghts Agent (lncorporated by reference to Exhlblt 99.1 of 
Current Report on Form 8-K dated July 9, 1996). 
Standard Multlple-Serles Indenture Provlslons for Senlor Debt Securltles of Household Flnance 
Corporatlon dated of June 1, 1992 (lncorporated by reference to Exhlblt 4(b) to the 
Reglstratlon Statement on Form S-3 of Household Flnance Corporatlon, No. 33-48854). 
Indenture dated as of December 1, 1993 for Senlor Debt Securltles between Household Flnance 
Corporatlon and The Chase Manhattan Bank (Natlonal Assoclatlon), as Trustee (lncorporated 
by reference to Exhlblt 4(b) to the Reglstratlon Statement on Form S-3 of Household Flnance 
Corporatlon, No. 33-55561 flled on September 20, 1994). 

4 (d) The prlnclpal amount of debt outstandlng under each other lnstrument deflnlng the rlghts of 
Holders of our long-term senlor and senlor subordlnated debt does not exceed 10 percent of our 
total assets. Household agrees to furnlsh to the Securltles and Exchange Commlsslon, upon 
request, a copy of each instrument defining the rights of holders of our long-term senior and 
senlor subordlnated debt. 

10.1 Household Internatlonal, Inc. 1998 Key Executlve Bonus Plan (lncorporated by reference to 
Exhlblt 10.1 of our Annual Report on Form 10-K for the flscal year ended December 31, 
20 01 I . 

10.2 Household Internatlonal, Inc. Corporate Executlve Bonus Plan (lncorporated by reference to 
Exhlblt 10.2 of our Annual Report on Form 10-K for the flscal year ended December 31, 
20 01 I . 

10.3 Household Internatlonal, Inc. Long-Term Executlve Incentlve Compensatlon Plan, as amended 
(lncorporated by reference to Exhlblt 10.3 of our Annual Report on Form 10-K for the flscal 
year ended December 31, 2001). 

10.4 Forms of stock optlon and restrlcted stock rlghts agreements under the Household 
Internatlonal, Inc. Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by 
Reference to Exhlblt 10.4 of our Annual Report on Form 10-K for the flscal year ended 
December 31, 1995). 

10.5 Household Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan, as 
amended (lncorporated by reference to Exhlblt 10.5 of our Annual Report on Form 10-K405 
for the flscal year ended December 31, 2001). 

10.6 Forms of stock optlon and restrlcted stock rlghts agreements under the Household 
Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by 
reference to Exhlblt 10.6 of our Annual Report on Form 10-K for the flscal year ended 
December 31, 2000). 

</TABLE> 
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<TABLE> 
<C> 

10.7 

10. 8 

10. 9 

10.10 

10. 11 

10.12 

10.13 

10. 14 

90 

<S> 
Household Internatlonal, Inc. Deferred Fee Plan for Dlrectors (lncorporated by reference to 
Exhlblt 10.7 of our Annual Report Form 10-K for the flscal year ended December 31, 1999). 
Household Internatlonal, Inc. Deferred Phantom Stock Plan for Dlrectors (lncorporated by 
reference to Exhlblt 10.8 of our Annual Report Form 10-K for the flscal year ended 
December 31, 1999). 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Executlves, as 
Amended (lncorporated by reference to Exhlblt 10.9 of our Annual Report on Form 10-K for 
the flscal year ended December 31, 1998). 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Stock Optlon 
Exercl:Je:J (lncorporuted by reference to Exhlblt 10.10 of our Annuul Report on Form 10 K4 05 
for the flscal year ended December 31, 2001). 
Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Restrlcted Stock 
Rlghts (lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 10-K405 for 
the flscal year ended December 31, 2001). 
Executlve Employment Agreement between Household Internatlonal, Inc. and W.F. Aldlnger 

reference to Exhlblt 10.10 of our Annual Report on Form 10-K for the flscal 
31, 1998). 

Executlve Employment Agreement between Household Internatlonal, Inc. and G.D. Gllmer 
(lncorporated by reference to Exhlblt 10.12 of our Annual Report on Form 10-K for the flscal 
year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and D.A. 
Schoenholz (lncorporated by reference to Exhlblt 10.13 of our Annual Report on Form 10-K 
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10.15 

10.16 

10. 17 

10.18 

10.19 

10.20 

11 
12 

16 

21 

</TABLE> 

<PAGE> 

<TABLE> 
<C> 

24 
9 9 I a) 

9 9 (b) 
<./TABLE> 

the flscal year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and L.N. Bangs 
(lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 10-K for the flscal 
year ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and R.J. Fablano 

reference to Exhlblt 10.15 of our Annual Report on Form 10-K for the flscal 
31, 2000). 

Executlve Employment Agreement between Household Internatlonal, Inc. and S.N. Mehta 
(lncorporated by reference to Exhlblt 10.14 of our Annual Report on Form 10-K for the flscal 
year ended December 31, 1998). 
Amended and Restated Supplemental Executlve Retlrement Plan for W.F. Aldlnger 
(lncorporated by reference to Exhlblt 10.16 of our Form 10-K for the flscal year ended 
December 31, 2000). 
Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by reference to 
Exhlblt 4.4 of Beneflclal Corporatlon's Form S-8 flled on Aprll 23, 1996, Flle No. 333-02737). 
Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by 
reference to Exhlblt 4.2 of Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 333-
58291). 
Statement of Computatlon of Earnlngs per Share. 
Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to Comblned Flxed 
Charges and Preferred Stock Dlvldends. 
Letter re change ln certlfylng accountant. (lncorporated by reference to Exhlblt 16 of 
Annual Report on Form 10-K for the flscal year ended December 31, 2001). 
Llst of our subsldlarles (lncorporated by reference to Exhlblt 21 of our Annual Report on Form 
10-K for the flscal year ended December 31, 2001). 
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<S> 
Power of Attorney, lncluded on page 18 hereof. 
Annual Report on Form 11-K for the Household Internatlonal, Inc. Tax Reductlon Investment 
Plan (lncorporated by reference to Exhlblt 99a of our Annual Report on Form 10-K for the 
flscal year ended December 31, 2001). 
Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant subsldlarles. 

We Wlll furnlsh coples of the exhlblts referred to above to our stockholders 
upon recelvlng a wrltten request therefor. We charge flfteen cents per page for 
provldlng these coples. Requests should be made to Household Internatlonal, 
Inc., 2700 Sanders Road, Prospect Helghts, Illlnols 60070, Attentlon: Corporate 
Secretary. 

(d) Schedules. 

I--Condensed Flnanclal Informatlon of Reglstrant (unaudlted). 
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SIGNATURES 

Pursuant to the requlrements of Sectlon 13 or 15(d) of the Securltles 
Exchange Act of 1934, Household Internatlonal, Inc. has duly caused thls report 
to be slgned on lts behalf by the underslgned, thereunto duly authorlzed 
thls, the 14th day of August, 2002. 

HOUSEHOLD INTERNATIONAL, INC. 

By: 

W.F. Aldlnger, Chalrman and Chlef 
Executlve Offlcer 

Pursuant to the requlrements of the Securltles Exchange Act of 1934, thls 
report has been slgned below by the followlng persons on behalf of Household 
Internatlonal, Inc. and ln the capacltles on the 14th day of August, 2002. 

Slgnature 

(W.F. Aldlnger) 

(R.J. Darnall) 

(A. Dlsney) 

(G.G. Dlllon) 

(J.A. Edwardson) 

Tltle 

Chalrman and Chlef 
Executlve Offlcer and 

Dlrector (as prlnclpal 
executlve offlcer) 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Page 102 of 108 

http://www. sec.gov/ Archives/edgar/data/3 54964/000095013102003174/0000950131-02-0 ... 12/9/2008 

HHT 0017211 

Case: 1:02-cv-05893 Document #: 2111-9 Filed: 02/24/16 Page 102 of 108 PageID #:80787



(J.D. Flshburn) 

<PAGE> 

<TABLE> 
<CAPTION> 

Slgnature 

<S> 

(C.F. Freldhelm, Jr.) 

(J.H. Gllllam, Jr.) 

(L.E. Levy) 

(G.A. Lorch) 

(J.D. Nlchols) 

(J.B. Pltblado) 

(L.M. Renda) 

(S.J. Stewart) 

(D.A. Schoenholz) 

S. L. McDonald 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhlblt 

Dlrector 

93 

Tltle 

<C> 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Dlrector 

Presldent--Chlef Operatlng 
Offlcer (also the prlnclpal 

flnanclal offlcer) 

Senlor Vlce Presldent--Chlef 
Accountlng Offlcer 

94 

EXHIBIT INDEX 

No. Document Descrlptlon 

<C> <S> 
3(l) Restated Certlflcate of Incorporatlon of Household Internatlonal, Inc. as amended (lncorporated by 

reference to Exhlblt 3 (l ', of our Annual Report on Form 10-K for the flscal year ended December 
31, 2001). 

3 (ll) Bylaws of Household Internatlonal, Inc. amended January 30, 2001 (lncorporated by reference to 
Exhlblt 3(ll) of our Annual Report on Form 10-K for the flscal year ended December 31, 2000). 

4 (a) Rlghts Agreement dated of July 9, 1996, between Household Internatlonal, Inc. and Harrls Trust 
and Savlngs Bank, as Rlghts Agent (lncorporated by reference to Exhlblt 99.1 of our Current Report 
on Form 8-K dated July 9, 1996). 

4 (b) Standard Multlple-Serles Indenture Provlslons for Senlor Debt Securltles of Household Flnance 
Corporatlon dated as of June 1, 1992 (lncorporated by reference to Exhlblt 4 (b) to the Reglstratlon 
Statement on Form S-3 of Household Flnance Corporatlon, No. 33-48854). 

4 (c) Indenture dated as of December 1, 1993 for Senlor Debt Securltles between Household Flnance 
Corporatlon and The Chase Manhattan Bank (Natlonal Assoclatlon), as Trustee (lncorporated by 
reference to Exhlblt 4 (b', to the Reglstratlon Statement on Form S-3 of Household Flnance 
Corporatlon, No. 33-55561 flled on September 20, 1994). 

4 (d) The prlnclpal amount of debt outstandlng under each other lnstrument deflnlng the rlghts of holders of 
our long term 8enlor und 8enlor 8ubordlnuted debt doe8 not exceed 10 percent of our totul 
Household agrees to furnlsh to the Securltles and Exchange Commlsslon,upon request, a copy of each 
lnstrument deflnlng the rlghts of holders of our long-term senlor and senlor subordlnated debt. 

10.1 Household Internatlonal, Inc. 1998 Key Executlve Bonus Plan (lncorporated by reference to Exhlblt 
10.1 of our Annual Report on Form 10-K for the flscal year ended December 31, 2001). 

10.2 Household Internatlonal, Inc. Corporate Executlve Bonus Plan (lncorporated by reference to Exhlblt 
10.2 of our Annual on Form 10-K for the flscal year ended December 31, 2001). 

10.3 Household Inc. Long-Term Executlve Incentlve Compensatlon Plan, as amended 
(lncorporated by reference to Exhlblt 10.3 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2001). 

10.4 Forms of stock optlon and restrlcted stock rlghts agreements under the Household Internatlonal, Inc. 
Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by reference to Exhlblt 10.4 of our 
Annual Report on Form 10-K for the flscal year ended December 31, 1995). 
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10.5 Household Internatlonal, Inc. 1996 Long-Term Executlve Incentlve Compensatlon Plan, as amended 
(lncorporated by reference to Exhlblt 10.5 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2001). 

10.6 Forms of stock optlon and restrlcted stock rlghts agreements under the Household Internatlonal, Inc. 
1996 Long-Term Executlve Incentlve Compensatlon Plan (lncorporated by reference to Exhlblt 10.6 
of our Annual Report on Form 10-K for the flscal ended December 31, 2000). 

10.7 Household Internatlonal, Inc. Deferred Fee Plan Dlrectors (lncorporated by reference to Exhlblt 
10.7 of our Annual Report on Form 10-K for the flscal year ended December 31, 1999). 

10.8 Household Internatlonal, Inc. Deferred Phantom Stock Plan for Dlrectors (lncorporated by reference 
to Exhlblt 10.8 of our Annual Report on Form 10-K for the flscal year ended December 31, 1999). 

10.9 Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Executlves, as amended 
(lncorporated by reference to Exhlblt 10.9 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 

</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 
Exhlblt 

95 

No. Document Descrlptlon 

<C> <S> 
10.10 Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Stock Optlon Exerclses 

(lncorporated by reference to Exhlblt 10.10 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2001). 

10.11 Household Internatlonal, Inc. Non-Quallfled Deferred Compensatlon Plan for Restrlcted Stock Rlghts 
(lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2001). 

10.12 Executlve Employment Agreement between Household Internatlonal, Inc. and W. F. Aldlnger 
(lncorporated by reference to Exhlblt 10.10 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 

10.13 Executlve Employment Agreement between Household Internatlonal, Inc. and G. D. Gllmer 
(lncorporated by reference to Exhlblt 10.12 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 

10.14 Executlve Employment Agreement between Household Internatlonal, Inc. and D. A. Schoenholz 
(lncorporated by reference to Exhlblt 10.13 of our Annual Report on Form 10-K for the flscal year 

10.15 

10.16 

10. 17 

10.18 

10.19 

10.20 

11 
12 

16 

21 

24 

9 9 I a) 

9 9 (b) 
</TABLE> 

<PAGE> 

<TABLE> 
<CAPTION> 

<S> 

ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and L. N. Bangs 
(lncorporated by reference to Exhlblt 10.11 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Executlve Employment Agreement between Household Internatlonal, Inc. and R.J. Fablano 
(lncorporated by reference to Exhlblt 10.15 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 2000). 
Executlve Employment Agreement between Household Internatlonal, Inc. and S. N. Mehta 
(lncorporated by reference to Exhlblt 10.14 of our Annual Report on Form 10-K for the flscal year 
ended December 31, 1998). 
Amended and Restated Supplemental Executlve Retlrement Plan for W. F. Aldlnger (lncorporated by 
reference to Exhlblt 10.16 of our Form 10-K for the flscal year ended December 31, 2000). 
Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by reference to Exhlblt 
4.4 of Beneflclal Corporatlon's Form S-8 flled on Aprll 23, 1996, Flle No. 333-02737). 
Amendment to Beneflclal Corporatlon 1990 Non-quallfled Stock Optlon Plan (lncorporated by 
reference to Exhlblt 4.2 of Beneflclal Corporatlon's Form S-8 flled July 1, 1998, Flle No. 333-58291). 
Statement of Computatlon of Earnlngs per Share. 
Statement of Computatlon of Ratlo of Earnlngs to Flxed Charges and to Comblned Flxed Charges and 
Preferred Stock Dlvldends. 
Letter re change ln certlfylng accountant (lncorporated by reference to Exhlblt 16 of our Annual 
Report on Form 10-K for the flscal year ended December 31, 2001). 
Llst of our subsldlarles (lncorporated by reference to Exhlblt 21 of our Annual Report on Form 
10-K for the flscal year ended December 31, 2001). 
Power of Attorney, lncluded on page 18 of the Form 10-K for the flscal year ended December 31, 
20 01. 
Annual Report on Form 11-K for the Household Internatlonal, Inc. Tax Reductlon Investment Plan 
(lncorporated by reference to Exhlblt 99a of 
ended December 31, 2001). 

Annual Report on Form 10-K for the flscal year 

Ratlngs of Household Internatlonal, Inc. and lts slgnlflcant subsldlarles. 

96 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED STATEMENTS OF INCOME 
(UNAUDITED AND RESTATED) 

(In mllllons) 

SCHEDULE I 

Year ended December 31 

20 01 2000 1999 

<C> <C> <C> 
Equlty ln earnlngs of subsldlarles ... . $2,002.1 $1,688.2 $1,467.1 
Other lncome ......................... . 37.7 34.6 32.5 

Total lncome ................... 2,039.8 1,722.8 1,499.6 

Expenses: 
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Admlnlstratlve ..................... 181.7 8 9. 1 68.8 
Interest ........................... 106.7 61. 3 50.6 

Total expenses ................. 2 88.4 15 0. 4 119. 4 

Income before lncome tax beneflt ...... 1, 751.4 1,572.4 1,380.2 
Income tax beneflt .................... 96.2 58.2 4 8. 1 

Net lncome ..................... $1,847.6 $1,630.6 $1,428.3 

Total comprehenslve lncome ..... $1,329.9 $1,672.8 $1,316.5 

</TABLE> 

See accompanylng note to condensed flnanclal statements. 

<PAGE> 

<TABLE> 
<CAPTION> 

<S> 
Assets 

F-1 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED BALANCE SHEETS 
(UNAUDITED AND RESTATED) 

(In mllllons) 

December 31 

2001 2000 

<C> <C> 

Cash........................................................................ 1.6 
Investments ln and advances to (from) subsldlarles .......................... 10,317.4 8,850.5 
Other assets................................................................ 505.8 447.9 

Total assets ............................................................ $10,824.8 $9,298.4 

Llabllltles and Shareholders' Equlty 
Commerclal paper ........................................................... . 
Senlor debt (wlth orlglnal maturltles over one year) ....................... . 

Total debt ................................................................. . 
Other llabllltles .......................................................... . 

Total llabllltles .......................................................... . 
Company obllgated mandatorlly redeemable preferred securltles of subsldlary 

trusts* .................................................................. . 
Preferred stock ............................................................ . 
Common shareholders' equl ty ................................................ . 

1,179.2 

1,179.2 
3 71. 9 

1,551.1 

292.3 
185.0 

477.3 
314.5 

791. 8 

975.0 675.0 
455.8 164.4 

7,842.9 7,667.2 

Total llabllltles and shareholders' equlty .................................. $10,824.8 $9,298.4 

</TABLE> 

* The sole assets of the trusts are Junlor Subordlnated Deferrable Interest 
Notes lssued by Household Internatlonal, Inc. ln November 2001, January 2001, 
June 2000, March 1998 and June 1995, bearlng lnterest at 7.50, 8.25, 10.00, 
7.25 and 8.25 percent, respectlvely, wlth prlnclpal balances of $206.2, 
$206.2, $309.3, $206.2 and $77.3 mllllon, respectlvely, and due November 15, 
2031, January 30, 2031, June 30, 2030, December 31, 2037 and June 30, 2025, 
respectlvely. The $103.1 mllllon Junlor Subordlnated Deferrable Interest 
Notes lssued ln June 1996 were redeemed ln December 2001. 

<PAGE> 

<TABLE> 
<CAPTION> 

See accompanylng note to condensed flnanclal statements. 

F-2 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

CONDENSED STATEMENTS OF CASH FLOWS 
(UNAUDITED AND RESTATED) 

(In mllllons) 

Year ended December 31 

2001 2000 1999 

<S> <C> <C> <C> 
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Cash used ln operatlons 
Net lncome ......................................................... . 
AdJustments to reconclle net lncome to net cash used ln operatlons: 

Equlty ln earnlngs of subsldlarles ............................. . 
Other operatlng actlvltles ..................................... . 

Cash used ln operatlons ............................................... . 

Investment ln Operatlons 
Dlvldends from subsldlarles ........................................ . 
Investment ln and advances to (=rom) subsldlarles, net ............. . 
Other lnvestlng actlvltles ......................................... . 

Cash provlded by (used ln) lnvestment operatlons ...................... . 

Flnanclng and Capltal Transactlons 
Net change ln commerclal paper and bank borrowlngs ................. . 
Retlrement of senlor debt .......................................... . 
Issuance of senlor debt ............................................ . 
Shareholders' dlvldends ............................................ . 
Issuance of company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts .................................. . 
Redemptlon of company obllgated mandatorlly redeemable preferred 

securltles of subsldlary trusts .................................. . 
Issuance of preferred stock ........................................ . 
Purchase of treasury stock ......................................... . 
Issuance of common stock ........................................... . 

Cash lncrease (decrease) from flnanclng and capltal transactlons ...... . 

Increase (decrease) ln cash ........................................... . 
Cash at January 1 ..................................................... . 

Cash at December 31 ................................................... . 

</TABLE> 

See accompanylng note to condensed flnanclal statements. 

F-3 

<PAGE> 

$ 1,847.6 

(2,002.1) 
107.7 

---------

I 4 6. 8 I 
---------

673.3 
I 686.1 I 

I 11.8 I 
---------

I 24. 6 I 
---------

12 92.3 I 
I 10. o I 
985.0 

I 4 06. 6 I 

400.0 

I 1 oo. o I 
2 91.4 

I 916.3 I 
121.8 

73.0 

1.6 

1.6 

SCHEDULE I (contlnued) 

HOUSEHOLD INTERNATIONAL, INC. 

CONDENSED FINANCIAL INFORMATION OF REGISTRANT 

NOTE TO CONDENSED FINANCIAL STATEMENTS OF REGISTRANT 

The condensed flnanclal statements of Household Internatlonal, Inc. have 
been prepared on a parent company unconsolldated basls. 

In August 2001, Household lssued zero-coupon convertlble debt securltles. 
The convertlble debt securltles are due 2021, have a 1 percent yleld to 
maturlty and have a prlnclpal amount at maturlty of approxlmately $1.2 bllllon. 
Household must pay contlngent lnterest on the securltles beglnnlng ln 2006 lf 
Household's common stock prlce reaches certaln levels. The holders of the 
securltles have the rlght to requlre Household to repurchase the securltles on 
varlous dates beglnnlng ln August 2002 and endlng ln August 2016 or lf certaln 
"fundamental changes" as descrlbed ln the prospectus occur. 
"Fundamental changes" lnclude, among other thlngs, an offer, 
llquldatlon, merger and recapltallzatlon. The holders of the securltles may 
convert each $1,000 of securltles, subJect to adJustment, lnto 9.022 shares of 
Household common stock lf Household's stock prlce reaches $99.87 for 20 tradlng 
days ln a consecutlve 30 tradlng day perlod. Household may redeem the 
securltles, ln whole or ln part, at any tlme after August 1, 2006. 

Household has guaranteed payment of certaln long-term debt obllgatlons of 
Household Flnanclal Corporatlon Llmlted ("HFCL"), a Canadlan subsldlary. The 
amount of debt outstandlng at HFCL was $35 mllllon at December 31, 
2002 and .3 bllllon at December 31, 2000. 

Household has also guaranteed payment of certaln debt obllgatlons (excludlng 
certaln deposlts) of Household Internatlonal (U.K.) Llmlted ("HIUK"). The 
amount of guaranteed debt outstandlng at HIUK was approxlmately $2.1 at 
December 31, 2001 and $2.2 bllllon at December 31, 2000. 

<PAGE> 

<TABLE> 
<CAPTION> 

F-4 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

COMPUTATION OF EARNINGS PER SHARE 
(UNAUDITED AND RESTATED) 

(In mllllons, except per share data.) 

EXHIBIT 11 

$ 1, 630.6 

(1,688.2) 

I. 1 I 
---------

(57. 7 I 
---------

64 8. 0 
I 282. s I 

I. 8 I 
---------

364.7 
---------

I 105. 4 I 

I 35 8. 9 I 

300.0 

I 20 9. 3 I 
64.4 

$ 1,428.3 

(1,467.1) 

17. 8 I 
---------

I 4 6. 6 I 
---------

1,160.5 
8. 7 
2.5 

---------

1,171.7 
---------

82.1 
I 8 9. 7 I 
85.6 

(332 .1 I 

I 915. 9 I 
45.0 

(309.2) (1,125.0) 

I 2. 2 I 
2.2 

.1 
2 .1 

2.2 
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2001 2000 1999 

Year ended December 31 

<S> 
Earn1ngs: 
Net 1ncome 
Preferred d1v1dends 

Earn1ngs ava1lable to common 
shareholders 

Average shares: 
Common 
Common equ1valents 

Total 

Earn1ngs per common shares, as restated 

Earn1ngs per common shares, as reported 

</TABLE> 

<PAGE> 

D1luted 

(RESTATED) 
<C> 

1,847.6 
I 15. 5 I 

1,832.1 

462.0 
6. 1 

468.1 

3.91 

4. 0 8 

Bas1c 

(RESTATED) 
<C> 

1,847.6 
I 15.5 I 

1,832.1 

4 62. 0 

4 62. 0 

3.97 

4.13 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

<TABLE> 
<CAPTION> 

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES AND 
TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS 

(UNAUDITED and RESTATED) 
(All dollar amounts are stated 1n mllllons.) 

Year ended December 31 2001 

D1luted 

(RESTATED) 
<C> 

1, 630.6 
I 9. 2 I 

1,621.4 

4 71. 8 
4. 4 

4 7 6. 2 

3.40 

3.55 

EXHIBIT 12 

2000 

Bas1c 

(RESTATED) 
<C> 

1, 630.6 
I 9. 2 I 

1,621.4 

4 71. 8 

4 71. 8 

3.44 

3.59 

19 99 

<C> 

Dlluted 

(RESTATED) 

1,428.3 
I 9. 2 I 

1,419.1 

477.0 
4. 8 

4 81. 8 

2.95 

3.07 

1998 

Bas1c 

(RESTATED) 
<C> 

1,428.3 
I 9. 2 I 

1,419.1 

4 77. 0 

4 77. 0 

2.98 

3.10 

1997 

<S> <C> <C> <C> <C> <C> 
Net 1ncome 
Income taxes 

$ 1,847.6 $ 1,630.6 $ 1,428.3 
970.8 868.9 700.6 

Income before 1ncome taxes 

F1xed charges: 
Interest expense (1) 
Interest port1on of rentals (2) 

Total f1xed charges 

Total earn1ngs as def1ned 

Rat1o of earn1ngs to f1xed charges (3) 

Preferred stock d1v1dends (4) 

Rat1o of earn1ngs to comblned 
flxed charges and preferred 
stock dlvldends ( 3) 

</TABLE> 

2,818.4 

4,196.7 
64.4 

4,261.1 

$ 7,079.5 

1. 66 

23.6 

1. 65 

2,499.5 

3,943.8 
52.9 

3,996.7 

$ 6,496.2 

1. 63 

14 .1 

1. 62 

(1) For flnanclal statement purposes, lnterest expense lncludes lncome earned 
on temporary lnvestment of excess funds, generally resultlng from 
over-subscrlptlons of commerclal paper. 

(2) Represents one-thlrd of rentals, whlch approxlmates the portlon 
representlng lnterest. 

(3) The 1998 ratlos have been negatlvely lmpacted by the one-tlme merger and 
lntegratlon related costs assoclated wlth our merger wlth Beneflclal 
Corporatlon (''Beneflclal''). Excludlng Beneflclal merger and lntegratlon 
related costs of $751 mllllon after tax, our ratlo of earnlngs to flxed 
charges was 1.73 percent and our ratlo of earnlngs to comblned flxed 
charges and preferred stock dlvldends was 1.71 percent. 

(4) Preferred stock dlvldends are grossed up to thelr pre-tax equlvalents. 

<PAGE> 

EXHIBIT 99.1 

HOUSEHOLD INTERNATIONAL, INC. AND SUBSIDIARIES 

DEBT AND PREFERRED STOCK SECURITIES RATINGS 

<TABLE> 
<CAPTION> 

Standard 
& Poor's 

Corporatlon 

2,128.9 

2,782.2 
45.4 

2,827.6 

$ 4,956.5 

1. 75 

13.8 

1. 74 

Moody's 
Investors 

Servlce 

481.8 908.9 
404.4 444.2 

886.2 

2,530.8 
56. 8 

2,587.6 

$ 3,473.8 

1. 34 

23.0 

1. 33 

1,353.1 

2,367.9 
53.4 

2,421.3 

$ 3,774.4 

1. 56 

25.3 

1. 54 

Fltch, Inc. 
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Household Internatlonal, Inc. 
<S> 

Senlor debt 
Commerclal paper 
Preferred stock 

Household Flnance Corporatlon 

Senlor debt 
Senlor subordlnated debt 
Commerclal paper 

Household Bank, f. s. b. 
Senlor debt 
Subordlnated debt 
Certlflcates of deposlt 

(long/short-term) 
Bank notes 

Household Bank plc 

Senlor debt 
Commerclal paper 

</TABLE> 

NR - Not rated 

</TEXT> 
</DOCUMENT> 
<DOCUMENT> 
<TYPE>EX-99.5 
<SEQUENCE>B 
<FILENAME>dex9 95. txt 
<DESCRIPTION>LETTER FROM KPMG 
<.TEXT> 

<PAGE> 

Independent Accountants' Revlew Report 

The Board of Dlrectors and Shareholders 
Household Internatlonal, Inc.: 

<C> 
A 

A-1 
EBB+ 

A 
A-

A-1 

A 
A-

A/A-1 
A-1 

A 
A-1 

Exhlblt 99.5 

We have revlewed the condensed consolldated balance sheet of Household 
Internatlonal, Inc. and subsldlarles as of June 30, 2002, and the related 
condensed consolldated statements of lncome for the three and slx-month perlods 
ended June 30, 2002 and cash flows for the slx-month perlod ended June 30, 2002. 
These condensed consolldated flnanclal statements are the responslblllty of the 
Company's management. 

We conducted our revlew ln accordance wlth standards establlshed by the Amerlcan 
Instltute of Certlfled Publlc Accountants. A revlew of lnterlm flnanclal 
lnformatlon conslsts prlnclpally o= applylng analytlcal procedures to flnanclal 
data and maklng lnqulrles of persons responslble for flnanclal and accountlng 
matters. It lS substantlally less ln scope than an audlt conducted ln accordance 
wlth audltlng standards generally accepted ln the Unlted States of Amerlca, the 
obJectlve of whlch lS the expresslon of an regardlng the flnanclal 
statements taken as a whole. Accordlngly, we not express such an oplnlon. 

Based on our revlew, we are not aware of any materlal modlflcatlons that should 
be made to the condensed consolldated flnanclal statements referred to above for 
them to be ln conformlty wlth accountlng prlnclples generally accepted ln the 
Unlted States of Amerlca. 

We have not audlted any consolldated flnanclal statements of Household 
Internatlonal, Inc. and subsldlarles as of any date or for any perlod. 

/s/ KPMG LLP 

Chlcago, Illlnols 
August 14, 2002 

</TEXT> 
</DOCUMENT> 
</SEC-DOCUMENT> 
-----END PRIVACY-ENHANCED MESSAGE-----
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HOUSEHOLD •• 
Helping everyday people. Everyday.sM 

Bill Aldinger 
Chairman and 

Chief Executive Officer 

' 

Goldman Sachs • December 4, 2001 

Household 

Co1npany Profile 

• Founded in 1878 

• 48 million customers 

• $105 billion in managed assets 

• Approximately $2 billion in net 
income in 2001 

• $28 billion market capitalization 

Case# 02~GB893 
Janev. Household 

Ph1intiffs' Exhibit 

P1248 

HOUSEHOLD* 
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Subiect to Protective Order 
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Goldman Sachs Presentation 
December 4, 2001 

Diversified Consumer Lender 

• Multiple products 
• Multiple distribution channels 

- Over 40o/o of receivables originated 
through partners 

- Well known brands- Best Buy, GMCarcf® 

• Broad geographic reach 
• Strong market share in all businesses 

•• 
HOUSEHOLD T: 

3 

Consumer Focus 

C!JtJrtJclari-alics ol Cou;;unJer JlJJurlfel 

• Our core customer is middle income 
market 
- Average income of $45,000-$60,000 per 

year 

• 60% of our portfolio is prime 
• 44 o/o of portfolio Is real estate 

secured 
- 72o/o in first lien position 

HOUSEHOLD* 
4 
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Goldman Sachs Presentation 
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I 

Quality Growth 

Results of Superior Execution 

Net Income($ Millions) 

S1157 
/ SMO 

_/ S820 

TI 
'95 '96 '!11 '98' '99 '00 '01E 

• Excludes merger-related items 

Superior Returns 

Return on 
Managed Assets(%) 

1.90 

0.98 
.---

'95 '01E 

Earnings Per Share 

_.-· 
_/ $1.n $1.!13 

$1.2A 

'95 '96 - '!11 '9r '99 '00 'OtE 

Return on Average 
Common Equity (%) 

23.0 

'95 '01E 

5 
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Goldman Sachs Presentation 
December 4, 2001 

"Ahead of the Curve'! 

• Manufactured Housing 

• Commercial Lending 

• Low Margin Credit Card Loans 

HOUSEHOLD* 
7 

2001 Credit Losses 

lJY& .,..'lre Nollttllll!ltle lo ll SoRenlng Er:orJt:Jtoy 

• Losses up 3 consecutive quarters 

• Up 33 basis points through 3Q 

• Expect to be up in 4Q and into 2002 

HOUSEHOLD* B 
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Goldman Sachs Presentation 
December 4, 2001 

Why are Household's Credit 
Losses Better? 

• Prudent growth rates 

• Lower risk portfolio mix 

• Better credit skills 

Prudent Growth 

Managed Receivables 
($Billions) 

59.3 
63.2 63.9 

87.6 

71.7 

100.0 

'95 '96 '97 '98 '99 '00 '01E 
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Goldman Sachs Presentation 
December 4, 2001 

Lovvering Tho Risl< Profile 

Other 
Unsecured 

11'l' 

12131/96 

$5.9 BlJnon 

Why are HI's Real Estate 
Losses Lower? 

9/30/01 

• 72% of real estate portfolio is 
first lien versus 53o/o in '96 

• Centralized underwriting 

• Centralized appraisal control 

• No broker loans in branches 

• Real estate values in our market 
are holding up 

11 
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Goldman Sachs Presentation 
December 4, 2001 

' 

Better Credit Sldlls 

· Prepn111d for SlowtJown Over L.tlst 2 YeiJr.s 

• Emphasized real estate secured loans 
· • Doubled collectors 

• Raised cutoff scores 
• Reduced credit lines In U.S. credit card 

businesses 
• Eliminated unsecured loans to renters in 

U.S. HFC and Beneficial branches 
• Continuous strengthening of risk 

modeling capabilities 
• Real-time monitoring of account 

performance 

HOUSEHOLD* 
13 

Are Household Reserves Adequate? 

• Reserves at an all-time high of $3.6 billion 
• Grown reserves by $2.1 billion since 1996 

• Reserve ratio increased from 3.50% in '96 
to 3. 72% at 9/01 

• Built reserves for 9 consecutive quarters 
• Over the last 12 months: 

- Added $430 million of owned provision in 
excess of chargeoff ($.58 per share) 

- Reserves now at 1 07% of chargeoff 

HOUSEHOLD* 
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Goldman Sachs Presentation 
December 4, 2001 

Capital Grovvth 

• TETMA increased from 6.20o/o at 12/96 
to 7 .82o/o at 9/01 

• Generated $7.7 billion In capital from 
cash flow In last 5 years 

• Will generate $2.8 billion In 2001 to fund: 
Dividends 

Receivable growth 
Stock buybacks 
TETMA increases 

• Maintain stable "A" rating 
•• 

HOUSEHOLD To' 
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EPS Target 

-:: . ~ -. -- . --, - ' . ·. -. 
:/ .: ~.> ~ ....... .:_-:- :-_ !·. ;. ··--·. - ........ - -~ : -~ ._ !.=-
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Goldman Sachs Presentation 
December 4, 2001 

Household's Performance in 
Strong Economy 

2000 

• Receivables growth 22°k 
• Margins narrowed 
• Chargeoffs improved 

• Reserves increased $525 million 

• Expenses up 20°k 
• Buybacks of $200 million 

• EPS growth 16o/o 

Household's Performance in 
Weak Economy 

,.-., -. 
. : ~ ·. . . . ' ; . ... . ~ . 

• Receivables up 12°/o 
• Margins expanded 
• Lossesincreased 

HOUSEHOLD~ 
17 

• Reserves increased $360 million, 
ratios up 

• Ex'penses up 16°k 
• Buybacks of $775 million 
• EPS growth 15o/o 

HOUSEHOLD * 
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Goldman Sachs Presentation 
December 4, 2001 

2002 Outlook 

• Receivable growth 11-14% 

• Margins expanding 

• Losses increasing 
• Reserves increasing 

• Expenses up 1 Oo/o 

• Buybacks of $1 billion 
• EPS growth of 13-15°/o 

•• 
HOUSEHOLD r. 
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What is "Other Unsecured Loans"? 

($ EJilli!JtJS) 

Branch Based Non-Real Estate 
PHL 
International 
Union Privilege Loan Program 
Student Loans 

121sa :vo 1 

$ 7.2 
1.2 
1.8 
0.4 
1.0 

$ 9.4 
4.6 
2.6 
1.0 

--------------~----

$11.6 $17.6 
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Goldman Sachs Presentation 
December 4, 2001 

Have Household's Accounting Policies 
Impacted Results? 

• Conformed unsecured loan and private 
label chargeoff policies to Industry 
standards in 1996 

• No significant changes made since 1996 

• Chargeoff policies are appropriate for 
our target market and result in proper 
loss recognition 

• All policies have been consistently 
applied and realistically report results 

•• 
HOUSEHOLD T: 
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Has Household "Hidden" Changes in 
Accounting Policies? 

"Before we leave credit quality let me review one of the changes 
we've adopted In 19961n our HFC consumer finance business. 

As Bill will review with you, throughout 1995, we have been focused 
on better servicing our core customer. Aner extensive testing in 
1995 we are returning t~ a recency chargeoff policy for HFC 
unsecured loans In the U.S. and Canada. We are not making any 
changes for secured or credit card loans. Delinquency will continue 
to be reported on a contractU~! basis. 

Previously, we charged-off unsecured loans which were 9 months 
contractually past due. Going forward, accounts will be charged-off 
when an account is 9 months contractually past due and where 
essentially no payment has been made In 6 months. 

The combined recency and contractual basis is fairly standard In the 
consumer finance Industry." 

D. Schoenhofz 
1/96 Investor Conference Call 

HOUSEHOLD if 
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Goldman Sachs Presentation 
December 4, 2001 

Has Household "Hidden" Changes in 
Accounting Policies'? 

"The application of the new procedure did not have 
a significant lmpact_on the company•s delinquency 
statistics in the first quarter of 1996, but positively 
Impacted the first quarter chargeoff ratio by 8 basis 
points." 

Household's 10 '96 1 o-a 
In May 1996 

•• 
HOUSEHOLD r. 
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Has Household "Hidden" Changes in 
Accounting Policies? 

"Another area that I'm enthusiastic about is moving 
to recency for our HFC unsecured loans. This is 
more consistent with the rest of the Industry and 
our core customers' expectations. By the way of 
background, I asked our team to test recency In a 
few markets during 1995. The results were very 
good; we are collecting more cash, the promises 
kept percent Improved, our collectors are more 
productive, and most importantly, our customers 
are happier. That's why we are implementing the 
change In 1996." 

W. F. Aldinger 
1/96 Investor Conference Call 

HOUSEHOLD W 
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Goldman Sachs Presentation 
December 4, 2001 

Have Household's Accounting Policies 
Impacted Results? 

• Conformed unsecured loan and private 
label chargeoff policies to industry 
standards in 1996 

• No significant changes made since 1996 
• Chargeoff policies are appropriate for 

our target market and result in proper 
loss recognition 

• All policies have been consistently 
applied and realistically report results 

•• 
HOUSEHOLD To' 
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Summary 

• 6 years - 22% EPS growth* 

• Superior ROE and ROMA 

• Fortress balance sheet 

• Lowest cost producer in industry 

• Best technology and people 

• Strong cash flow to support 
profitable growth and share 
repurchase 

HOUSEHOLD'* 
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Goldman Sachs Presentation 
December 4, 2001 

Certain matters discussed today may constitute forward-looking statements 
within the meaning of the Private Uligation Reform act of 1995 and as such 
may involve known and unknown risks, uncertainties and other factors that 
may cause the actual 1'8SUits, performance or achievements of Household to 
b9 materially diffemnt from those that have been expmssed or applied. 
These forward-looking statements are based on the views and assumptions 
of Household as of today and they may not be correct for any subsequent 
date. You should review the list of important factors that could affect 
Household's msults included in our filings with the SEC. 

•• 
HOUSEHOLD 'r. 
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·
HOUSEHOLD •• 
Helping everyday people. Everyday.sM 

Goldman Sachs • December 4, 2001 
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24 A. He was a consultant for Household. 

02:12:42 25 Q. Not an employee? 

Ghiglieri - cross 
786 

1 A. No. 
2 Q. So if you were drawing a table of organization -- do you 
3 know what a table of organization is? 
4 A. Yes. 

02:12:49 5 Q. If you were drawing a table of organization for Household, 
6 where would you put him on it? 
7 A. well, you could put him on a dotted line to Mr. Gilmer or 
8 something like that. Sometimes you see consultants on there 
9 or not at all. 

02:13:01 10 Q. Not at all or a dotted line. What does a dotted line 
11 usually mean? 
12 A. Well, that they're either not an employee or they are 
13 reporting sort of outside the framework. 
14 Q. And on this table of organization of Household as you 

02:13:14 15 understand it, where would you put Mr. Aldinger? 
16 A. Above Mr. Gilmer. 
17 Q. At the top? 
18 A. Yes. 
19 Q. You certainly wouldn't put Mr. Kahr at the same level as 

02:13:34 20 Mr. Aldinger, would you? 
21 A. Well, I mean, you asked me where you would put him on an 
22 org chart. And I would think it would only make sense if he's 
23 not an employee to put him on a dotted line reporting to 
24 Mr. Aldinger or Mr. Gilmer because I think he was actually 

02:13:51 25 hired to promote the growth for the finance -- 

Ghiglieri - cross 
787 

1 Q. For giving advice? 
2 A. Consumer finance. 
3 Yes. 
4 Q. By giving advice, not by running the company? 

02:13:57 5 A. No, no. And that's not what I'm saying. 
6 Q. Now, you read to the jury from Plaintiffs' Exhibit 1388, 
7 which is in evidence, which is an article about Mr. Kahr's 
8 company, Providian, in the San Francisco Chronicle. 
9 Do you remember that? 

02:14:18 10 A. Yes. 
11 Q. That's the article that's up there on the screen now. 
12 And this article says various negative things about 
13 Mr. Kahr, correct? 
14 A. Yes. 

02:14:29 15 Q. And the point of that was to say that when Household 
16 engaged Mr. Kahr, they should have been aware of these things? 
17 MR. DROSMAN: Objection, calls for speculation. 
18 THE COURT: Overruled. 
19 BY THE WITNESS: 

02:14:50 20 A. So -- can you ask me the question again? 
21 BY MR. KAVALER: 
22 Q. Sure. The point of your reading from this article was to 
23 suggest that when Household engaged Mr. Kahr as a consultant, 
24 they should have been aware of its contents? 

02:15:02 25 A. Are you saying the contents of the article? 

Ghiglieri - cross 
788 

Page 66 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 2 of 104 PageID #:81061



Trial 
TT090406.txt 

Transcript - 04/06/09 
881 

1 IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

2 EASTERN DIVISION 
3 LAWRENCE E. JAFFE PENSION PLAN, 

on behalf of itself and all 
) 
) 

4 others similarly situated, ) 
) 

5 Plaintiff, ) 
) 

6 vs. ) No. 02 C 5893 
) 

7 

8 

HOUSEHOLD INTERNATIONAL, INC., 
et al., 

) 
) 
) 

Chicago, Illinois 
April 6, 2009 

Defendants. ) 9:45 a.m. 
9 

VOLUME 5 
10 TRANSCRIPT OF PROCEEDINGS - TRIAL 

BEFORE THE HONORABLE RONALD A. GUZMAN, and a jury 
11 
12 APPEARANCES: 
13 For the Plaintiff: COUGHLIN STOIA GELLER RUDMAN & 

ROBBINS LLP 
14 BY: MR. LAWRENCE A. ABEL 

MR. SPENCER A. BURKHOLZ 
15 MR. MICHAEL J. DOWD 

MR. DANIEL S. DROSMAN 
16 MS. MAUREEN E. MUELLER 

655 West Broadway 
17 Suite 1900 

San Diego, California 92101 
18 (619) 231-1058 
19 COUGHLIN STOIA GELLER RUDMAN & 

ROBBINS LLP 
20 BY: MR. DAVID CAMERON BAKER 

MR. LUKE 0. BROOKS 
21 MR. JASON C. DAVIS 

MS. AZRA Z. MEHDI 
22 100 Pine Street 

Suite 2600 
23 San Francisco, California 94111 

(415) 288-4545 
24 
25 

882 

1 APPEARANCES: (Continued) 
2 For the Plaintiff: MILLER LAW LLC 

BY: MR. MARVIN ALAN MILLER 
3 115 South LaSalle Street 

Suite 2910 
4 Chicago, Illinois 60603 

(312) 332-3400 
5 

For the Defendants: EIMER STAHL KLEVORN & SOLBERG LLP 
6 BY: MR. ADAM B. DEUTSCH 

224 South Michigan Avenue 
7 Suite 1100 

Chicago, Illinois 60604 

Page 1 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 3 of 104 PageID #:81062



TT090406.txt 
19 operation. Customer service and that sort of thing. So upon 

11:46:42 20 my arrival in 1998, that was sort of the way the business was 
21 set up. And in round numbers, there were probably -- I won't 
22 get this exactly right, but there were several thousand 
23 employees. I would guess probably 8,000 employees or so in 
24 total at that time. 

11:46:57 25 Q. And you're saying 8,000 people in consumer lending that 

Gilmer - direct 
970 

1 reported ultimately to you? 
2 A. That is correct. And that did not include, Mr. Dowd, a 
3 goodly number of employees at home office, support-level kinds 
4 of people, quality assurance kinds of people, training, human 

11:47:14 5 resources. A goodly number of employees working there as 
6 well. 
7 Q. And during 1998, Household acquired Beneficial; is that 
8 correct, sir? 
9 A. That is -- that is true. 

11:47:24 10 Q. That was in addition -- 
11 A. I believe -- 
12 Q. I'm sorry, sir. 
13 A. No, I just -- I was going to say I think that was around 
14 June or July of 1998. 

11:47:32 15 Q. By this time, you were already running consumer lending at 
16 Household? 
17 A. That's true. 
18 Q. And when you acquired Beneficial, you added about another 
19 thousand branches; is that fair to say? 

11:47:42 20 A. That's right. So that when we finished the 
21 consolidation -- because some branches were consolidated and 
22 put together -- we had about 1,400 or 1,500 or so branches. I 
23 believe it was in 46 states. And we had six operating centers 
24 to support those branches across the United States. And 

11:48:04 25 probably 15,000 or so employees. 

Gilmer - direct 
971 

1 Q. And, sir, was consumer lending also called United States 
2 consumer finance? 
3 A. Yes, it was. 
4 Q. And those two words were used interchangeably? 

11:48:17 5 A. Yes, they were. 
6 Q. And did you report directly to Mr. Aldinger during this 
7 time from 1998 to 2002? 
8 A. I did. 
9 Q. And there was nobody between you and he? He was your 

11:48:27 10 boss? 
11 A. That is correct. 
12 Q. Now, is it fair to say, sir, that during -- towards the 
13 end of 1998, you believed Household's stock was undervalued; 
14 is that correct? 

11:48:40 15 A. I'm sure -- I'm sure I did. I don't remember the exact 
16 dates, but yes. 
17 Q. And you believe 
18 A. That's a fair -- 
19 Q. I'm sorry. 

11:48:47 20 A. That's a fair assessment 
21 Q. And is it fair to say, sir, that you believed that 
22 Household's stock was undervalued at that time because you 
23 believed that the market would not believe that Household 
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7 MR. DOWD: Apparently earlier I forgot to move into 
8 evidence 759 and 763. I just move those in. 
9 THE COURT: Plaintiffs'? 

02:28:17 10 MR. DOWD: Plaintiffs' -- no, Defendants' 759 and 
11 Defendants' 763. 
12 THE COURT: 763? 
13 MR. DOWD: Yes, your Honor. 759 and 763. 
14 THE COURT: Sorry about my hearing. 

02:28:36 15 Okay. 759 and 763 are admitted. 
16 MR. DOWD: Thank you, your Honor. 
17 (Said exhibits were received in evidence.) 
18 MR. BURKHOLZ: Your Honor, the protocol for jury 
19 binders to be provided to the jury? 

02:28:54 20 THE COURT: Objection? 
21 MR. KAVALER: Have we seen this? 
22 MR. BURKHOLZ: Yes. 
23 MR. KAVALER: If we seen it, your Honor, I have no 
24 objection. 

02:29:02 25 THE COURT: If you have seen it, then -- 

Hayden-Hakes - direct 
1491 

1 MR. KAVALER: If we have seen it, we have no 
2 objection. I am told we have seen it. 
3 THE COURT: All right. They may be -- 
4 MR. KAVALER: Is this for the next witness? 

02:29:08 5 MR. BURKHOLZ: It is. 
6 MR. KAVALER: I am sorry. We have seen this. Yes, 
7 your Honor. 
8 THE COURT: They may be passed out. 
9 Ladies and gentlemen, you are receiving copies of the 

02:29:15 10 exhibits that are about to be used. Not only will they be 
11 shown on the screen, if they are shown on the screen, but you 
12 will have the actual exhibits with you. It's just for the 
13 purpose of convenience. It's nothing special about these 
14 exhibits over any others. 

02:29:28 15 Do we know who the next witness is? 
16 MR. BURKHOLZ: Yes, your Honor. Megan Hayden-Hakes. 
17 THE COURT: Step right up there, ma'am. 
18 Remain standing and raise your right hand, please. 
19 MEGAN HAYDEN-HAKES, PLAINTIFFS' WITNESS, SWORN 

02:30:53 20 DIRECT EXAMINATION 
21 BY MR. BURKHOLZ: 
22 Q. Good afternoon. 
23 A. Hi. 
24 Q. Can you please state your name for the record. 

02:30:56 25 A. Megan Hayden-Hakes. 

Hayden-Hakes - direct 
1492 

1 Q. We have never met before, correct? 
2 A. Correct. 
3 Q. You graduated from college in 1997, correct? 
4 A. Yes. 

02:31:05 5 Q. And your first job was in public relations at Edelman & 
6 Company? 
7 A. Yes. 
8 Q. And your job included writing press releases and media 
9 research, correct? 

02:31:14 10 A. Among other things, yes. 
11 Q. What were the other things you did? 
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12 A. Worked with reporters based on stories about my clients. 
13 Q. And then you moved to Denver in 1998 to work for another 
14 PR firm, correct? 
15 A. Correct. 
16 Q. And then you moved back to Chicago and worked for 
17 Edelman & Company, correct? 
18 A. Yes. 
19 Q. And Household was a client of Edelman at that time in 
20 1999; isn't that correct? 
21 A. Correct. 
22 Q. In July 2001, you took the job at Household as director of 
23 corporate communications; isn't that correct? 
24 A. Correct. 
25 Q. And reported to a Mr. Craig Streem; is that correct? 

Hayden-Hakes - direct 

02:31:29 

02:31:38 

02:31:46 

1493 

1 A. Yes. 
2 Q. And his job was director of investor relations at that 
3 time? 
4 A. vice president of investor relations, I believe. 

02:31:57 5 Q. And he also had another part of his job title at that 
6 time, director of communications? 
7 A. You are asking me about Craig's job title? 
8 Q. Yes. 
9 A. Yeah. whether that was his formal title or not, I can't 

02:32:09 10 tell you, but it was part of his responsibilities. 
11 Q. Okay. And part of his responsibilities was talking to 
12 analysts, correct? 
13 A. Yes. 
14 Q. And part of your responsibility was to talk to the media, 

02:32:18 15 correct? 
16 A. Yes. 
17 Q. And you worked at Household from July 2001 until October 
18 2002, correct? 
19 A. Yes. 

02:32:28 20 Q. And is it fair to say that both yourself and Mr. Streem 
21 spoke to the media on behalf of Household during that time? 
22 A. Yes. 
23 Q. Now, as part of your job duties, you reviewed articles 
24 that discussed Household; isn't that correct? 

02:32:42 25 A. Can you restate that? I am sorry. 

Hayden-Hakes - direct 
1494 

1 
2 
3 
4 

02:32:53 5 
6 
7 
8 
9 

02:33:07 10 
11 
12 
13 
14 

02:33:18 15 
16  

Q. As part of your job duties from July 2001 until 
October 2002, you reviewed any articles that were out in the 
media regarding Household? 
A. Yes. 
Q. And you searched the Internet, read newspaper articles, 
different newspapers that came out during that time to find 
out what was being said about Household? 
A. Yes. 
Q. You also got media clippings from Edelman, the PR firm? 
A. Yes. 
Q. During that time you reviewed quotes that were attributed 
to yourself on behalf of Household; isn't that correct? 
A. Yes. 
Q. You wanted to make sure that the quotes were accurate, 
correct? 
A. Correct. 
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10 Q. I'm asking -- 
11 A. -- a variety of people. 
12 Q. I'm sorry to interrupt, but I'm asking specifically 
13 regarding conversations with Mr. Aldinger, the CEO of this 
14 company. 

03:39:02 15 You're not telling me you didn't have conversations 
16 with him during this time period right after the DFI report 
17 came out and when the press is going to write a story about it 
18 and the stock's going down. You didn't have any conversations 
19 with him regarding what should I tell the press what the story 

03:39:15 20 is regarding the situation? 
21 A. I don't remember. I mean this literally was six, 
22 seven years ago. I -- I can't recall specific conversations I 
23 had within a very limited period of time. 
24 Q. But it would have been your practice, wouldn't it, to, 

03:39:28 25 when a situation came up like this, to talk to the CEO and say 

Hayden-Hakes - direct 
1528 

1 what do I tell the investing public out there? what should I 
2 tell the media regarding this situation? That would have been 
3 your practice, right? 
4 A. Well, I don't talk to the -- part of my job had nothing to 

03:39:41 5 do with talking to investors. 
6 Q. Right, but you know that investors rely on statements made 
7 to the public or that are issued through media articles. You 
8 understood that at the time, didn't you? 
9 A. Sure, among many other audiences. 

03:39:52 10 Q. Okay. And you're not telling me you didn't talk to 
11 Mr. Aldinger during this time to say what are we going to tell 
12 the media regarding this situation? our stock's going down; 
13 the situation in Bellingham, we're acknowledging it; and the 
14 analysts are wondering whether this is a nationwide problem 

03:40:07 15 that's going to affect our earnings. You're not telling me 
16 you didn't talk to him about this, are you? 
17 A. I'm not telling you whether I did or didn't. Again, I 
18 want to be very truthful here. I can't tell you specifically 
19 a conversation I had in a very limited time period. 

03:40:17 20 I had many conversations with many different people 
21 over the months that I worked at Household. 
22 Q. what about Mr. Aldinger, did you talk to him regarding how 
23 to talk to the media? 
24 A. Many times. 

03:40:27 25 Q. Right. And during this time period, that would have been 

Hayden-Hakes - direct 
1529 

1 your practice, right, to talk to him about what to say to the 
2 media regarding this situation? 
3 A. I'd have to speculate to tell you whether I did or didn't 
4 talk to him in this very specific period of time. 

03:40:39 5 I mean had I had many conversations with Mr. Aldinger 
6 over the period of time that I worked at Household? Yes. 
7 Q. Right. 
8 And this was an important time, wasn't it? I mean 
9 you had a situation where the effective rate was being 

03:40:50 10 acknowledged to be used by the company in Washington state in 
11 one branch they're telling the public. I mean you would have 
12 talked to him about this situation at that time. That would 
13 have been your practice, right? 
14 A. Again, I mean I would -- I would assume so, but I can't 
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03:41:04 15 confirm for you whether I did or didn't. 

16 Q. You just don't have a recollection, right? 
17 A. I have no recollection. 
18 Q. But that would have been your practice, right? 
19 A. Ideally that would be my practice. 

03:41:27 20 Q. Let me show the witness what we've marked as Plaintiffs' 
21 1447 for identification. Copy for counsel. 
22 MR. BURKHOLZ: This is an article in the July 2nd 
23 Oregonian entitled "High-Cost Home Loans Rise." Your Honor, 
24 I'd offer it for -- into evidence. 

03:41:53 25 MR. KAVALER: Same limiting instruction, your Honor, 

Hayden-Hakes - direct 
1530 

1 another newspaper article. 
2 THE COURT: It will be admitted with a limiting 
3 instruction. 
4 (Plaintiffs' Exhibit 1447 received in evidence with a 
5 limiting instruction.) 
6 BY MR. BURKHOLZ: 
7 Q. Feel free to read the article. I'm going to focus your 
8 attention on the second half of the article which deals with 
9 Household. 

03:42:08 10 A. Do you want me to read the whole article? 
11 Q. Feel free to, but I'm just going to -- I'm going to point 
12 you to the second page, so if you can turn to that page. 
13 A. Okay. 
14 Q. Why don't you read that, that first half of that page to 

03:42:19 15 yourself. 
16 A. The first half of page 2. 
17 Q. Yes. 
18 A. I've read the first half. 
19 Q. Okay. Let's look at the third paragraph. It reads, "Jim 

03:43:29 20 Krueger, who retired June 21st as consumer and mortgage 
21 lending program manager in the state's Division of Finance and 
22 Corporate Securities, says he saw a pattern in Household loans 
23 in which the company would write two separate loans -- one a 
24 refinance loan, and the second an equity-backed line of credit 

03:43:48 25 that apparently consolidates the home buyer's consumer debt." 

Hayden-Hakes - direct 
1531 

1 Then further on, the next paragraph, it says, 
2 "Krueger said he found that in a majority of cases that the 
3 combined debt exceeded the value of the home and that the 
4 loans contained prepayment penalties. He says he knows of no 

03:44:07 5 other companies that impose prepayment penalties on line of 
6 credit loans." 
7 Do you see that? 
8 A. I do. 
9 Q. Then it continues to say -- read, "Household International 

03:44:17 10 officials deny any pattern of wrongdoing and say the company 
11 is open to changes in its lending practices if they are 
12 harmful to consumers. 'We've made mistakes,' said Megan 
13 Hayden, spokeswoman for the Prospects Heights, Illinois 
14 company. 'Is there a companywide pattern of abuse? 

03:44:37 15 Absolutely not.'" 
16 Do you see that? 
17 A. I do. 
18 Q. And that was an accurate quote that you made at that time, 
19 correct? 
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02:19:04 20 Q. Good afternoon, sir. 

21 A. Hi. 
22 Q. Could you state your name for the record, please, and 
23 spell your last name? 
24 A. My name is David Schoenholz. It's spelled 

02:19:16 25 S-c-h-o-e-n-h-o-1-z. 

Schoenholz - direct 
1876 

1 Q. And, sir, you graduated from Duke University in 1977; is 
2 that right? 
3 A. That's not correct. I graduated from Duke in 1973. 
4 Q. 1973. 

02:19:27 5 And, then, after that time you got a Master's in 
6 Business Administration from Harvard; is that correct? 
7 A. I got a MBA from Harvard in 1977; and, then, I got a 
8 Certificate of Christian Studies from Trinity Evangelical 
9 Community School in 2005. 

02:19:47 10 Q. Okay. 
11 And, sir, when you graduated from Duke, off and on 
12 you worked for Arthur Andersen for the next nine years or so; 
13 is that fair? 
14 A. Correct. 

02:19:58 15 Q. And what was the business of Arthur Andersen at that time? 
16 A. They were a public accounting and auditing firm. 
17 Q. And did you do audit work, sir? 
18 A. I did. 
19 Q. And you left Andersen as an Audit Manager; is that right? 

02:20:12 20 A. That's correct. 
21 Q. And you came to Household in 1985 as the Director of 
22 Corporate Audit; is that correct? 
23 A. That's correct. 
24 Q. And a couple of years later you were promoted to the 

02:20:24 25 Corporate Controller of Household International; is that 

Schoenholz - direct 
1877 

1 right? 
2 A. Correct. 
3 Q. And you served in that role between 1987 and 1989; is that 
4 correct? 

02:20:31 5 A. I -- I -- am he not sure exact times, but that's generally 
6 correct. 
7 Q. It sounds about right? 
8 A. About right. 
9 Q. Okay. 

02:20:40 10 And in 1993, you became the Chief Accounting Officer 
11 at Household; is that right? 
12 A. I think I became Chief Accounting Officer closer to '90. 
13 I think I became the Chief Financial Officer around '93. 
14 Q. Okay. 

02:20:57 15 And -- 
16 A. I'm not absolutely sure on the dates. 
17 Q. I'm sorry, sir, can you keep your voice up a little bit? 
18 You're a little hard to hear. Sorry. 
19 So, at some point around '93 or '94, you became the 

02:21:10 20 Chief Financial Officer at Household; is that right? 
21 A. Correct. 
22 Q. And you stayed the Chief Financial Officer until the end 
23 of 2002; is that right? 
24 A. Mid-2002. 
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02:21:21 25 Q. Mid-2002. 

Schoenholz - direct 
1878 

1 
2 
3 
4 

02:21:26 5 
6 
7 
8 
9 

02:21:48 10 
11 
12 
13 
14 

02:21:57 15 
16 
17 
18 
19 

02:22:10 20 
21 
22 
23 
24 

02:22:19 25  

And, then, what did your title change to at that 
time? 
A. I became the Chief Operating Officer. 
Q. Okay. 

And, in the middle of 2002, were you also given some 
role as the Chief Operating Officer as being put in charge of 
Consumer Lending? 
A. Tom Detelich, beginning in August of 2002, then, reported 
to me, correct. 
Q. Okay. 

So, in other words, Mr. Detelich ran Consumer 
Lending, but reported to you in that role as the COO; is that 
right? 
A. That's correct. 
Q. And that, I take it, was after Mr. Gilmer's retirement? 
A. Correct. 
Q. Now, let me take you to this period when you were the 
Chief Financial Officer; and, in particular, between 1999 and 
the summer of 2002. 

All right, sir? 
A. Okay. 
Q. Let me ask you: Were you responsible as the Chief 
Financial Officer of Household for the company's external 
financial reporting? 
A. Correct. 

Schoenholz - direct 
1879 

1 Q. Okay. 
2 And when we say "financial reporting," did that 
3 include the filing of 10-Ks and 10-Qs with the SEC, for 
4 example? 

02:22:29 5 A. That was in my scope of responsibility. 
6 Q. As the CFO? 
7 A. As CFO. 
8 Q. Did you also have administrative oversight for the 
9 Internal Audit Department? 

02:22:44 10 A. I think throughout that entire period I did, although 
11 maybe in 2002 that shifted over to Mr. Aldinger. 
12 Q. Okay. 
13 And I take it you also had some role, as the CFO, 
14 with respect to the company's treasury practices; is that 

02:23:02 15 right? 
16 A. The treasurer reported to me and I worked with him on 
17 those treasury functions. 
18 Q. Okay. 
19 And the treasurer, during that time period, was Edgar 

02:23:11 20 Ancona; is that correct? 
21 A. Yes. 
22 Q. And, sir, in addition to these other responsibilities as 
23 the CFO, did you also have some oversight over your investor 
24 relations activities at the company? 

02:23:27 25 A. For most of that time, I believe Craig Streem reported to 

Schoenholz - direct 
1880 
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1 me. Subsequently, he then reported to Mr. Aldinger. 
2 Q. Okay. 
3 And Mr. Streem testified here last week; is that 
4 correct? 

02:23:41 5 A. Correct. 
6 Q. So, at certain times during that period Mr. Streem, you 
7 were his boss? 
8 A. Correct. 
9 Q. Sir, I'd like to show you a series of documents today. 

02:24:03 10 MR. DOWD: I hand what's been marked as Plaintiffs' 
11 176 to counsel. I'll also hand you a copy of Plaintiffs' 176. 
12 (Document tendered to counsel and the witness.) 
13 BY MR. DOWD: 
14 Q. I ask you to take a look at that, if you would, please, 

02:24:15 15 sir. 
16 (Brief pause.) 
17 BY MR. DOWD: 
18 Q. Sir, I'll ask you, generally, you have seen Plaintiffs' 
19 Exhibit 176 before; have you not, sir? 

02:25:16 20 A. I believe so. 
21 Q. Okay. 
22 And that is a document entitled, "Household 
23 International Quality of Accounting Policies Applied and 
24 Financial Reporting," dated November 13, 2000; is that right, 

02:25:29 25 sir? 

Schoenholz - direct 
1881 

1 A. Correct. 
2 MR. DOWD: Your Honor, at this time I'd offer 
3 Plaintiffs' 176. 
4 THE COURT: It will be admitted. 
5 (Plaintiffs' Exhibit No. 176 received in evidence.) 
6 BY MR. DOWD: 
7 Q. And, Mr. Schoenholz, plaintiffs' Exhibit 176 -- this 
8 Quality of Accounting Policies document -- that was a document 
9 that was prepared by Mr. McDonald; is that right? 

02:25:46 10 A. I believe so. 
11 Q. And Mr. McDonald was the Controller of Household during 
12 this time period; is that right? 
13 A. Right. 
14 Q. Okay. 

02:25:53 15 And in the organization there's the Controller; and, 
16 then, he would report to you as the Chief Financial Officer; 
17 is that right? 
18 A. Correct. 
19 Q. Okay. 

02:26:00 20 And this was a document that was prepared for 
21 discussions between Household's Audit Committee of the Board 
22 of Directors and its outside auditors; is that correct? 
23 A. Correct. 
24 Q. Okay. 

02:26:16 25 And it was -- you were required to prepare such a 

Schoenholz - direct 
1882 

1 document for these discussions pursuant to certain accounting 
2 professional standards; is that right? 
3 A. Correct. 
4 Q. And I take it this document was prepared in or about 

02:26:30 5 November, 2000; is that right, sir? 
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1 Q. You put it in your 10-K because you wanted investors to 
2 have information about your re-age policy, right? 
3 A. We put it in our 10-K to provide general information on 
4 our re-age policy, with the knowledge that within about three 

03:50:57 5 weeks, we were going to have another SEC document filed with 
6 more information about re-age. 
7 Q. Okay. And, sir, Mr. McDonald called your re-aging 
8 policies significant accounting policies in Exhibit 694, 
9 didn't he, sir? 

03:51:15 10 A. That's how he characterized them to the audit committee. 
11 Q. So when Mr. McDonald, the controller of the company, who 
12 reported directly to you, talked to the audit committee, when 
13 he wrote them this document, he told them our re-aging policy 
14 is a significant accounting policy, right? 

03:51:32 15 A. That's what he said. 
16 Q. And when he described that accounting policy in November 
17 of 2001, he said, a predetermined number of consecutive 
18 payments have been received, a certain behavior score is 
19 attained or the delinquency reason has been cured based on 

03:51:48 20 product; isn't that right? 
21 A. That's what it says. 
22 Q. Okay. And so he said consecutive payments, behavior score 
23 obtained or the reason for the delinquency is cured, right? 
24 A. That's correct. 

03:52:02 25 Q. But four months later, when you disclosed it to the 

Schoenholz - direct 
1931 

1 public, you said consecutive payments and the reason for the 
2 delinquency has been cured, right? 
3 A. That's what it says. 
4 Q. Okay. And, sir, you were also aware at this time, were 

03:52:18 5 you not, that Household re-aged certain loans automatically; 
6 isn't that correct? 
7 A. What do you mean automatically? 
8 Q. Automatically. What does that mean to you, sir? You give 
9 me your definition. 

03:52:34 10 A. I think -- what it does not mean, let's start with that. 
11 What automatic did not mean is that loans were restructured 
12 that didn't meet established criteria or that were 
13 restructured without regard to any of that criteria. 
14 What automatic meant was that if loans met a certain 

03:52:59 15 criteria as established by the operating people in each of the 
16 businesses by product and if collectors, as they talked to 
17 those delinquent customers -- because the policy was that all 
18 collectors would talk to delinquent customers -- and if they 
19 didn't block a restructure, that the credit risk people could 

03:53:23 20 program it such that that transaction for a restructure would 
21 be done in an automated fashion, as opposed to manually 
22 entering the transaction. 
23 Q. Sir, you're not telling me as you sit here today that you 
24 guys didn't re-age without talking to the customer in certain 

03:53:41 25 circumstances during this period, are you? 

Schoenholz - direct 
1932 

1 A. What I'm telling you is that our policy said that, 
2 under -- my understanding, under all circumstances, that a 
3 collector would talk to a delinquent customer, would document 
4 those discussions on the customer's record before an account 
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03:54:04 5 was re-aged. 

6 Q. Well, let's see what you said about that a little while 
7 later, all right, sir. 
8 Let me ask you: Did there come a time that you 
9 changed this 10-K? 

03:54:21 10 A. Well, as -- 
11 THE COURT: When you say this 10-K, which one are you 
12 referring to? 
13 MR. DOWD: I'm sorry, your Honor. We're referring to 
14 Defendants' 852. I apologize to the Court. 

03:54:28 15 THE COURT: Which is for what year? 
16 MR. DOWD: That's December 31, 2001. 
17 BY THE WITNESS: 
18 A. Say again, please. 
19 BY MR. DOWD: 

03:54:39 20 Q. Yes, sir. 
21 Was there a time that you reissued this 10-K to 
22 correct or to amend this disclosure about your re-age 
23 practices? 
24 A. Well, we already talked about the fact that in the summer 

03:54:55 25 of 2002, we reissued the 10-K. And the language that was 

Schoenholz - direct 
1933 

1 included in the first version and reviewed by our -- by Arthur 
2 Andersen and the language included in the second version, 
3 which was reviewed by KPMG, was the same language. I believe 
4 in 2003, the company revised the language in the 10-K in 

03:55:25 5 connection with the HSBC acquisition. 
6 Q. Okay. Let me just ask you to back up a little bit. 
7 You said the language was looked at by Arthur 
8 Andersen. These aren't Arthur Anderson's financial 
9 statements, right? They're your financial statements, aren't 

03:55:41 10 they, sir? 
11 A. When I -- when I signed these financial statements 
12 Q. Sir, just answer my question. Are they your financial 
13 statements, Household's, or Anderson's financial statements? 
14 A. They're the financial statements of Household 

03:55:54 15 International. 
16 Q. And Household International's financial statements are the 
17 responsibility of management of Household International to get 
18 it right; isn't that right? 
19 A. In discharging -- yes. And in discharging that 

03:56:06 20 responsibility, I relied on business unit and corporate office 
21 financial people and credit risk people who had more detailed 
22 knowledge than I did; and I relied on their informed 
23 professional judgment. And I also relied on the fact that our 
24 auditors would have reviewed that language. 

03:56:34 25 Q. Okay. Sir, but they were your responsibility? You were 

Schoenholz - direct 
1934 

1 the guy who signed them, right? 
2 A. No question. 
3 Q. Okay. Sir, I'll show you what's been marked as 
4 Plaintiffs' Exhibit 1267. I'd ask you to take a look at that 

03:56:48 5 if you would. 
6 (Tendered.) 
7 BY MR. DOWD: 
8 Q. Sir, do you recognize Plaintiffs' Exhibit 1267 to be a 
9 copy of a document entitled form 10-K/A for Household 
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03:57:25 10 International for the period ended December 31, 2001? 

11 A. That's what it says. 
12 Q. Okay. 
13 MR. DOWD: Your Honor, I'd offer Plaintiffs' Exhibit 
14 1267 if I could. 

03:57:36 15 THE COURT: It will be admitted. 
16 BY MR. DOWD: 
17 Q. Okay. I just want to make sure I get this straight, sir. 
18 You had filed Defendants' 852, a 10-K for the period that 
19 ended December 31, 2001, you filed that in the regular course 

03:57:49 20 in March of 2002; is that right? 
21 A. Correct. 
22 Q. Okay. And then a year later, in March of 2003, you filed 
23 an amended version of that 10-K; is that correct, sir? 
24 A. Where does it say it was filed a year later? 

03:58:07 25 Q. It's March of 2003, isn't it, sir? 

Schoenholz - direct 
1935 

1 If you'd like, you can look at your signature on the 
2 document on page 705, the very last page of the exhibit. 
3 A. Yes. 
4 Q. Okay. And so, first you signed Defendants' 852 in March 

03:58:44 5 of 2002, right? 
6 A. Correct. 
7 Q. Then you signed a whole new version of that document for 
8 the same period in March of 2003; is that right? 
9 A. Correct. 

03:58:55 10 Q. Let's take a look at what you said about your re-aging 
11 policies in Plaintiffs' Exhibit 1267. 
12 And I'd ask you to turn, sir, to the page that ends 
13 with the Bates range TEL000552. 
14 Do you have that page in front of you, sir? 

03:59:32 15 A. I do. 
16 Q. And this one says, Our account management policies and 
17 practices for consumer receivables include collection 
18 strategies that permit us to reset the contractual delinquency 
19 status of an account to current in certain circumstances; is 

03:59:50 20 that right? 
21 A. Correct. 
22 Q. And you say, We are amending our disclosures of our 
23 restructuring policies to include the following disclosures. 
24 Do you see that? 

03:59:59 25 A. I do. 

Schoenholz - direct 
1936 

1 Q. When you said you were amending your disclosure, you meant 
2 we're telling you something different from what we told you 
3 back in March of 2002; isn't that right, sir? 
4 A. That's what it says. 

04:00:11 5 Q. Okay. And this time when you reported on these policies, 
6 you say, In numerous instances, Household accepts one or zero 
7 payments prior to resetting the delinquency status. 
8 Do you see that? 
9 A. I do. 

04:00:25 10 Q. And that meant you were taking one or zero payments before 
11 you'd re-age; isn't that right? 
12 A. I think there were certain circumstances in which that was 
13 true. 
14 Q. Okay. And you went on to say, In many instances, we 
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04:00:38 15 restructure delinquent accounts automatically. 

16 Do you see that? 
17 A. It does say that. 
18 Q. It goes on to say, In the case of automatic restructures, 
19 no prior contact is required with the customer to determine if 

04:00:52 20 the cause of the delinquency has been cured; is that right? 
21 A. That's correct. 
22 Q. You go on to say, These account management policies and 
23 practices vary from product to product and are continually 
24 being tested and refined and may change from time to time and 

04:01:10 25 period to period; is that right? 

Schoenholz - direct 
1937 

1 A. Correct. 
2 Q. And then you go on to describe certain account management 
3 policies and practices, including but not limited to 
4 restructure or re-aging of accounts, forbearance agreements, 

04:01:22 5 extended payment plans, modification arrangements, consumer 
6 credit counseling accommodations, loan rewrites and 
7 deferments; is that right? 
8 A. That's correct. 
9 Q. So you conceded here in March of 2003 that what you had 

04:01:38 10 said about consecutive payments being required in March of 
11 2002 wasn't accurate; isn't that right? 
12 MR. SLOANE: Objection, your Honor, argumentative. 
13 THE COURT: Overruled. 
14 BY THE WITNESS: 

04:01:50 15 A. Say again, please. 
16 BY MR. DOWD: 
17 Q. You can answer. 
18 A. Ask the question again, please. 
19 Q. What I'm saying to you is, you admitted here in March of 

04:01:56 20 2003 that what you had said in March of 2002 about consecutive 
21 payments wasn't accurate; isn't that right? 
22 A. Based on the information we had in 2002, I believe what 
23 was said in 2002 was materially correct. 
24 Q. Okay. But still, you filed this new do-over version of 

04:02:20 25 the 10-K in March of 2003 where you said zero or one payment 

Schoenholz - direct 
1938 

1 as opposed to consecutive; is that right? 
2 A. That's what it says. 
3 Q. And that is different from what you told people in March 
4 of 2002; isn't that right? 

04:02:33 5 A. That is different. 
6 Q. Okay. And it was, according to your controller of the 
7 company, a significant accounting policy; is that right? 
8 A. That's what he said. 
9 Q. Okay. And then, sir, you went on to talk about this 

04:02:44 10 automatic restructures or re-aging. And you said, in 2003, 
11 that you didn't need -- there was no contact with the customer 
12 required; is that right? 
13 A. That's what it says. 
14 Q. Okay. And, yet, in 2002, the first time you issued this 

04:03:06 15 10-K, you said that you had to determine that the reason for 
16 the delinquency had been cured; isn't that right? 
17 A. That's not what we said. We said there was evidence. 
18 Q. That the reason for the delinquency had been cured? 
19 A. Correct. 
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04:03:18 20 Q. Okay. But then when you redid that same document a year 

21 later, after the relevant time period in this case, you 
22 said -- you admitted that no prior contact is required with 
23 the customer to determine if the cause of the delinquency has 
24 been cured; is that right? 

04:03:39 25 A. That's what it says. 

Schoenholz - direct 
1939 

1 Q. Sir, I'd like to show you what's been marked as 
2 Plaintiffs' Demonstrative Exhibit 123 and ask you to take a 
3 look at that if you would. 
4 Plaintiffs' Demonstrative Exhibit 123. 

04:04:28 5 Just bear with us for a moment. Apparently Mr. Abel 
6 and Mr. Torres are having some troubles today. 
7 (Brief pause.) 
8 BY MR. DOWD: 
9 Q. Okay. Sir, I'd ask you to take a look at what's been 

04:05:15 10 marked as Plaintiffs' Demonstrative Exhibit 123. 
11 And you can actually bring up the end of that slide 
12 if you'd like if that's easier. 
13 Sir, can you see that up there on your screen? 
14 A. I can. 

04:05:26 15 Q. Sir, this is a document -- or a demonstrative exhibit that 
16 compares what you said in the original 10-K, which has been 
17 marked as Defendants' 852, and what you said in the amended 
18 10-K/A that's been marked as Plaintiffs' Exhibit 1267. 
19 Do you see that? 

04:05:42 20 A. I do. 
21 Q. Again, looking at this document, you originally said, Our 
22 policies permit reset of the contractual delinquency status of 
23 an account to current, subject to certain limits, if a 
24 predetermined number of consecutive payments has been 

04:05:54 25 received; is that right? 

Schoenholz - direct 
1940 

1 A. That's what it says. 
2 Q. And then in the amended one a year later, you said, In 
3 numerous instances, Household accepts one or zero payments 
4 prior to resetting the delinquency status; is that right? 

04:06:05 5 A. That's what it says. 
6 Q. Okay. In the original one, you said, And there is 
7 evidence that the reason for the delinquency has been cured; 
8 is that right? 
9 A. That's what it says. 

04:06:14 10 Q. A year later you told people, in the case of automatic 
11 restructures, No prior contact is required with the customer 
12 to determine if the cause of the delinquency has been cured; 
13 is that right? 
14 A. That's what it says. 

04:06:25 15 Q. In the original 10-K, you didn't mention any of these 
16 variations of loan quality management techniques or whatever 
17 we want to call them; is that right? 
18 A. I take exception to the word concealment. 
19 Q. Sure. Let's put that aside. That's my word, not yours. 

04:06:42 20 I understand that. 
21 But you didn't mention these loan management 
22 techniques, did you? 
23 A. Correct. 
24 Q. Okay. And then a year later, when you were amending this 
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04:06:52 25 10-K in March of 2003, you listed a whole bunch of account 

Schoenholz - direct 
1941 

1 management policies; is that right? 
2 A. There are. 
3 Q. And all of those things, re-aging, forbearance, 
4 extensions, modifications, loan rewrites, deferments, those 

04:07:09 5 were all being used during 2001; isn't that right? 
6 A. Say that again, please. 
7 Q. Sure. All these account management policies, they were 
8 being used in 2001, right? That's why you put them in this 
9 amended 10-K? 

04:07:29 10 A. My understanding at the time of the original March of 2002 
11 disclosure is that the -- except for the re-aging of accounts, 
12 I was -- didn't have a knowledge of the other ones or if I did 
13 have that knowledge, it was that they were very small. I 
14 think when they were subsequently disclosed in March of 2003, 

04:07:58 15 they were disclosed; and my belief is that they were -- 
16 indicated that they were very, very small. 
17 Q. All right, sir. But you were aware of the re-aging at the 
18 time; is that right? 
19 A. Clearly the re-aging, without question. 

04:08:10 20 Q. Sir, I'd like to show you what's been marked as 
21 Plaintiffs' Exhibit 649. Ask you to take a look at that if 
22 you would. 
23 (Tendered.) 
24 (Brief pause.) 

04:08:22 25 BY MR. DOWD: 

Schoenholz - direct 
1942 

1 Q. Have you had a chance to review Plaintiffs' Exhibit 649? 
2 A. I have. 
3 Q. And is this a copy of an e-mail from Paul Makowski to 
4 yourself and others at Household International, dated January 

04:09:14 5 3, 2002? 
6 A. It's to Sandy Derickson and then there's a copy to myself 
7 and others. 
8 MR DOWD: I'd offer Plaintiffs' Exhibit 649 at this 
9 time, your Honor. 

04:09:28 10 THE COURT: It will be admitted. 
11 BY MR. DOWD: 
12 Q. Sir, just so we understand each other, Mr. Makowski at 
13 this time was the managing director and chief credit officer 
14 in corporate credit management; is that correct? 

04:09:40 15 A. Correct. 
16 Q. Who did he report to? 
17 A. Me. 
18 Q. And his -- the subject of his e-mail is re-age policy; is 
19 that correct, sir? 

04:09:50 20 A. Correct. 
21 Q. And he goes on to say, One of our policies that creates, 
22 quote, headline risk, close quote, is the one-payment re-age. 
23 Did you see that? 
24 A. I do. 

04:10:00 25 Q. And, sir, did you have an understanding of what 

Schoenholz - direct 
1943 
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1 Mr. Makowski meant when he said headline risk? 
2 A. Generally, the concept of headline risk was that the 
3 outside world, whether that could be analysts or regulators or 
4 community groups, could misinterpret policies that had 

04:10:43 5 appropriate internal business purposes. And I think that's 
6 I think that's what he would have meant by headline risk. 
7 Q. That was your understanding at the time? 
8 A. Correct. 
9 Q. okay. And what he was saying is, one of the policies that 

04:10:59 10 creates this risk is one-payment re-ages, right? 
11 A. That's what it says. 
12 Q. He's saying, if people find out about the one-payment 
13 re-ages, if the analysts find out about it, that could create 
14 headline risk; is that right? 

04:11:13 15 A. That's what he's saying. 
16 Q. And you received this in January 2002; is that right? 
17 A. I did. It's dated January 2002, yes. 
18 Q. You don't have any reason to doubt that you received it, 
19 do you, sir? 

04:11:26 20 A. I don't. 
21 Q. okay. And, sir, despite what Mr. Makowski says here, two 
22 months later when you issued that 10-K for the period ended 
23 December 31, 2001, you didn't disclose the one-payment re-age, 
24 did you? 

04:11:44 25 A. As I told you before -- no, we did not. And as I told you 

Schoenholz - direct 
1944 

1 before, I didn't think it was a material disclosure. I 
2 thought it was materially correct. And I think my conclusion 
3 that it wasn't a material disclosure was borne out 
4 subsequently by the facts. 

04:12:03 5 Q. okay. Sir, let me ask you this though: You might have 
6 thought that it wasn't material at the time, but Mr. Makowski 
7 thought that it created headline risk; isn't that right? 
8 A. That's what his note says. 
9 Q. So he thought if it got out, this one age repayment 

04:12:21 10 policy, that you could end up in the headlines about it; isn't 
11 that right? 
12 A. I wouldn't say that. I think that's an overstatement of 
13 that. 
14 Q. Sir, you talked a little bit about the fact that you were 

04:12:50 15 going to make certain additional disclosures in April of 2002; 
16 is that right? 
17 A. That's correct. 
18 Q. okay. And were you specifically talking about there, sir, 
19 a financial relations conference that Household sponsored? 

04:13:08 20 A. Yes. 
21 Q. okay. And that conference took place on or about April 9, 
22 2002; is that right, sir? 
23 A. It was in early April. I don't remember the exact date. 
24 Q. okay. Let's take a look at a document and see if it 

04:13:22 25 helps. 

Schoenholz - direct 
1945 

1 Sir, I'll show you what's been marked as Plaintiffs' 
2 Exhibit 183. I'd ask you to take a look at that if you would. 
3 (Tendered.) 
4 (Brief pause.) 

04:13:53 5 BY MR. DOWD: 
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6 Q. Sir, do you recognize Plaintiffs' Exhibit 183 to be a copy 
7 of a transcript of the Household International financial 
8 relations conference call; is that right? 
9 A. It seems to be. 

04:14:17 10 Q. Okay. And, sir, there's nothing unusual about you guys 
11 preparing a transcript or having a transcript prepared of a 
12 conference call; is that right? 
13 A. Correct. 
14 Q. Okay. And it notes the moderator is Edgar Ancona; is that 

04:14:31 15 correct? 
16 A. Correct. 
17 Q. And I believe you told me earlier that he was the 
18 treasurer of the company; is that right? 
19 A. Correct. 

04:14:37 20 Q. And does this refresh your recollection that the financial 
21 relations conference that you had referred to earlier took 
22 place on April 9, 2002? 
23 A. It appears to be. 
24 Q. Sir, you were present in person at this financial 

04:14:50 25 relations conference; is that right? 

Schoenholz - direct 
1946 

1 A. Yes. 
2 Q. And in addition to yourself, was Mr. Gilmer there? 
3 A. I think so. 
4 Q. Okay. Was Mr. Aldinger there? 

04:15:03 5 A. Yes. 
6 Q. And tell me a little bit about this financial relations 
7 conference. Was it held in a public place? Where was it 
8 held? A hall? How did it work? 
9 A. It was a gathering of bankers, commercial bankers, 

04:15:23 10 investment bankers, equity analysts, fixed-income analysts, 
11 generally people who followed Household in the financial 
12 community. It was held in the Chicago area at a conference 
13 room in a hotel. 
14 Q. Okay. And I take it this is like a conference room that 

04:15:51 15 you guys from Household rented; is that right? 
16 A. Right. 
17 Q. About how many of these bankers and financial analysts and 
18 other people that followed Household, about how many of them 
19 were there that day? 

04:16:01 20 A. My guess is it was close to 400. 
21 Q. Okay. And these people were all there to listen to 
22 yourself and Mr. Aldinger make presentations, among other 
23 things; is that right? 
24 A. Among other things. 

04:16:12 25 Q. Okay. Did people also get to listen in on the phone that 

Schoenholz - direct 
1947 

1 day? 
2 A. I believe under the SEC regulations, under the fair 
3 disclosure regulations, that it was like Web cast or 
4 simulcast. 

04:16:27 5 Q. Okay. So, in other words, in addition to these 400 people 
6 who were in the room, there were other people that follow 
7 Household, as you put it, investment analysts, bankers, people 
8 like that, that could also watch what you were saying? 
9 A. Correct. 

04:16:42 10 Q. Now, sir, I'd ask you to turn to the page that ends with 
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the Bates range 300 in Plaintiffs' Exhibit 183. 

MR. DOWD: Your Honor, I'd offer Plaintiffs' Exhibit 
183 at this time. 

THE COURT: It will be admitted. 
BY MR. DOWD: 
Q. Sir, have you found the page that ends with the Bates 
range 300? 
A. I did. 
Q. I'd refer you specifically to the very bottom of that page 
and ask you to take a look at that. 
(Brief pause.) 

BY THE WITNESS: 
A. Correct. 
BY MR. DOWD: 
Q. Okay. And, sir, this portion of the transcript, this was 

Schoenholz - direct 
1948 

1 part of the presentation that you made back on April 9, 2002, 
2 at this gathering of analysts and investment bankers; is that 
3 right? 
4 A. I made a presentation on re-age. I -- I mean, if you 

04:18:01 5 want, I can go through this in detail. I don't know if this 
6 is that transcript or not, but I did make a presentation on 
7 re-age at that meeting. 
8 Q. Okay. And this appears to be consistent with what you 
9 said at that meeting; isn't that right, sir? 

04:18:13 10 A. Certainly that paragraph. 
11 Q. Okay. And, sir -- and just for your comfort maybe, this 
12 document was produced from the company's files. So it's not 
13 something I pulled out of somewhere, all right? 
14 A. Okay. 

04:18:23 15 Q. And, as you said, you talked about re-aging policies; is 
16 that right? 
17 A. Correct. 
18 Q. Okay. And, in fact, at the very bottom of page 300 in the 
19 transcript, you give a definition of re-aging; is that right? 

04:18:46 20 A. Correct. 
21 Q. Okay. And you say, If an account -- if a customer becomes 
22 delinquent and they make some payments, but they can't become 
23 current, completely current, they can't resolve all of the 
24 delinquency, that in certain circumstances, we might take some 

04:19:01 25 of these -- those remaining delinquent payments, put them at 

Schoenholz - direct 
1949 

1 the end of the contract and consider them to be contractually 
2 current and not report them to the credit bureau as well. 
3 Is that right? 
4 A. That's correct. 

04:19:14 5 Q. Now, I'd ask you to turn to the very next page of the 
6 transcript, at page 301. And about the -- I believe it's the 
7 fifth full paragraph down. It starts, Re-age policies. 
8 Do you see that? 
9 A. Correct. 

04:19:31 10 Q. And it says -- and, again, this was you speaking at the 
11 time; is that right? These are the remarks you made; is that 
12 right? 
13 A. That would be a transcript of those, correct. 
14 Q. Okay. And it says, Re-age policies are not intended 

04:19:44 15 for -- to for credit losses. They are intended to allow 

Page 108 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 24 of 104 PageID #:81083



TT090413.txt 
16 customers to kind of get over this bump in the road type of 
17 issue. And it's important that it allows us not to report 
18 them as delinquent to the credit bureau. 
19 Is that right? 

04:19:58 20 A. Yeah. I think that's a typo. I think it's supposed to 
21 say re-age policies are not intended to defer credit losses, 
22 would be my guess in that first sentence. 
23 Q. To defer credit losses; is that right? 
24 A. I would think so. 

04:20:14 25 Q. I think that's probably what happens sometimes when people 

Schoenholz - direct 
1950 

1 take a transcript down. I think you'd agree with me, you 
2 might have said "defer" and somebody typed "to for," right? 
3 A. Right. 
4 Q. And, sir, let me ask you: In this part where you were 

04:20:32 5 talking about getting people over the bump in the road, did 
6 you mention anything about automatic re-ages at this time? 
7 A. Did not. 
8 Q. Did you say anything like you said in March of 2003 about 
9 how sometimes you re-aged without contacting the customer? 

04:20:47 10 A. It's my understanding at this time that that was not our 
11 policy. 
12 Q. Okay. But in March of 2003, you admitted that you re-aged 
13 without contacting the customer, is that right, at times? 
14 A. At times, that's what that disclosure said. 

04:21:04 15 Q. Okay. But you didn't say that back in April of 2002; is 
16 that right? 
17 A. The -- the quote that you just said here was really trying 
18 to talk to the business purpose of re-age. And I think you've 
19 heard testimony about how that was an inherent part of the 

04:21:23 20 value proposition for customers and unique to the customer 
21 base at Household. And I think that's what this is responsive 
22 to 
23 Q. Right. You were trying to tell these people, hey, we 
24 re-age when a customer hits a bump in the road and we're just 

04:21:35 25 helping the customer out, right? 

Schoenholz - direct 
1951 

1 A. I think what we were telling them is that re-age was an 
2 operating policy of the company, no different than a 
3 collection strategy or underwriting, that was an integral part 
4 of how the company ran the business and was consistent with 

04:21:55 5 the type of customers we dealt with and was intended to 
6 provide flexibility to those customers when they needed that 
7 flexibility. I think that's what we were trying to do. 
8 Q. Okay. But we agree that you didn't say anything about 
9 automatic re-aging on this day; is that right? 

04:22:11 10 A. I don't think I did. 
11 Q. And you didn't say anything about re-aging without 
12 contacting the customer on this day, did you? 
13 A. I didn't think that was the case, and I didn't say that. 
14 Q. Okay. A little further down on that same page, page 301, 

04:22:28 15 there's a paragraph that begins, There is some internal 
16 benefits, in that, it allows you to work at higher risk 
17 accounts. And I think a key point is that it's been done 
18 consistently, and they vary by product as we'll see. 
19 Do you see that? 

04:22:44 20 A. I do. 
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21 Q. And you were still talking about re-aging there; is that 
22 right? 
23 A. Correct. 
24 Q. Okay. And one of the points that you were trying to make 

04:22:50 25 this day was that you had consistently re-aged? It was a 

Schoenholz - direct 
1952 

1 consistent practice; is that right? 
2 A. I think what this says is that the basic approach to 
3 re-age, the basic philosophy for re-age and the basic degree 
4 of reliance on re-age as it relates to collection management 

04:23:14 5 was consistent, although we did point out in one case -- it 
6 was in the audit portfolio -- where they had put a greater 
7 degree of reliance on -- they called them extensions, and we 
8 disclosed that. 
9 Q. But, sir, you agree with me, the point you were trying to 

04:23:35 10 make is that your re-age policies had been done consistently, 
11 right? 
12 A. Correct. 
13 Q. They might vary by product, but they had been done 
14 consistently; isn't that right? 

04:23:45 15 A. Correct. 
16 Q. When you said consistently, did you mean over the last 
17 year or two? 
18 A. I'm not sure what the time frame was quite honestly that I 
19 was referring to, but it would have been over the last couple 

04:24:08 20 of years probably. 
21 Q. That's what you meant when you said consistently, right? 
22 A. Correct. 
23 Q. Okay. You know, when we were looking at Plaintiffs' 
24 Exhibit 1267 before, the amended 10-K that was filed in March 

04:24:21 25 of 2003, remember that document? 

Schoenholz - direct 
1953 

1 A. I do. 
2 Q. We looked at some of the language in there. And in that 
3 document, you said, referring to re-aging, These account 
4 management policies and practices vary from product to product 

04:24:37 5 and are continually being tested and refined and may change 
6 from time to time and period to period; isn't that right? 
7 A. That's -- can you point me to that? 
8 Q. Sure. It's in Plaintiffs' 1267. It's the amended 10-K/A. 
9 A. I've got that. 
10 Q. You've got it there? 
11 And I'm looking at the page that ends with the Bates 
12 range 552. 
13 (Brief pause.) 
14 BY THE WITNESS: 

04:25:09 15 A. Correct. 
16 BY MR. DOWD: 
17 Q. Okay. And so when you amended your 10-K for the period 
18 December 31, 2001, you said, We change our re-age policies; 
19 isn't that right? 

04:25:21 20 A. We say there, Continually being tested and refined and may 
21 change from time to time. 
22 Q. And period to period, right? 
23 A. And period to period, correct. 
24 Q. And you meant during the period in 2001 and 2000; isn't 

04:25:35 25 that right? 
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Schoenholz - direct 
1954 

1 A. Could have been. 
2 Q. Okay. And so when you stood up at this financial 
3 relations conference and told people that you had been 
4 re-aging consistently over the years, that wasn't right, was 

04:25:48 5 it, sir? 
6 A. I think it was right. I don't think -- as I said, these 
7 are operating policies; and operating policies are going to 
8 evolve over time and in different economic situations. 
9 So for instance, in 2001, the company was -- or the 

04:26:06 10 country was in a recession. You would be more liberal with 
11 customers in 2001 in terms of re-aging accounts than you might 
12 have been in 1999 or in 2000. The fact that you're testing or 
13 refining those operating polices as it relates to consistency 
14 in terms of financial disclosures, I don't think those are 

04:26:32 15 inconsistent. And the policies over this time period were -- 
16 the approach was generally consistent, the philosophy was 
17 generally consistent and the extent and reliance on that type 
18 of procedure was generally consistent. 
19 Q. Well, let me ask you this, sir: when you stood up there 

04:26:59 20 in April of 2002 in front of this room full of 400 people and 
21 more over this simulcast, you didn't say to them, hey, you 
22 know what, we change our restructure policies from time to 
23 time. For example, ladies and gentlemen, if we're in a 
24 recession in the year 2001, we may restructure more liberally 

04:27:23 25 than we had in 2000 or '99. You didn't say that, did you? 

Schoenholz - direct 
1955 

1 A. I said later in that exhibit -- or, excuse me, later in 
2 that presentation -- because we disclosed -- 
3 Q. Just answer my question. Did you say what I said? 
4 A. Can you repeat exactly what you said? 

04:27:38 5 Q. Yes, sir. 
6 Did you tell them, hey, we change our restructure 
7 policies from time to time, from period to period. So, for 
8 example, ladies and gentlemen, in the year 2001, if we're in a 
9 recession, we might be far more liberal or more liberal with 

04:27:56 10 our customers in terms of restructuring. Did you say that? 
11 A. I don't think I said what you said. 
12 Q. Okay. In fact, what you said was, the key point is that 
13 it, re-aging, has been done consistently; isn't that right? 
14 A. That's what it says. 

04:28:19 15 Q. Sir, I'd ask you to turn to the page that ends with the 
16 Bates range 303 if you could. 
17 You got that in front of you? 
18 A I do 
19 Q. Okay. Good. I'd ask you to turn to the -- I think it's 

04:28:41 20 the fifth paragraph there. Do you see that, sir? 
21 Collectors are paid on how much cash they collected 
22 and promises paid. 
23 A. Correct. 
24 Q. That's still you talking to these 400 people in this hotel 

04:28:54 25 conference room, right? 

Schoenholz - direct 
1956 

1 A. Correct. 

Page 111 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 27 of 104 PageID #:81086



TT090413.txt 
2 Q. And you said, Collectors are paid on how much cash they 
3 collected and promises paid. So they don't get paid on 
4 re-ages. So we have no misalignment of incentives, and only 

04:29:06 5 the most experienced collectors can do that. 
6 That's what you told the people; is that right? 
7 A. Apparently. 
8 Q. Did you tell anyone that day that collectors were paid for 
9 moving an account from the two-plus to current regardless of 

04:29:20 10 whether they collected cash? 
11 A. I don't think I would have said that. I think this is 
12 what I would have said. 
13 Q. Okay. 
14 MR. DOWD: Is this a good spot to stop, your Honor? 

04:29:33 15 THE COURT: Sure. Let us break for the day. 
16 That's it for today, ladies and gentlemen. We thank 
17 you for your attention. Remind you, you're not to discuss the 
18 case with anyone or allow anyone to discuss it with you. 
19 You're not to listen to, view or read any articles or news 

04:29:51 20 stories that may come about. And please continue to use the 
21 elevators on that side of the building. 
22 Have a good evening. We'll see you tomorrow at the 
23 same time. 
24 (Jury out.) 

04:30:25 25 THE COURT: You may step down, sir. 

1957 

1 Do we have anything that you folks wish to take up? 
2 MR. DOWD: Not that I'm aware of, your Honor. 
3 THE COURT: All right. I'd like to remind you that 
4 I've -- I'm expecting to receive from you a -- I don't know if 

04:30:51 5 revised is the proper word, but hopefully a thinner version of 
6 jury instructions after you've had a chance to review the 
7 Court's instructions for discussion purposes, so that, 
8 hopefully this week at some point, we can get down to talking 
9 about jury instructions with someone. 

04:31:17 10 MR. KAVALER: Your Honor, do you have any view as to 
11 when you'll be available to discuss them with us? 
12 THE COURT: I've been mulling that over in the back 
13 of my mind, and I think it's going to have to be on a Friday. 
14 I just don't see any way around it. I think you folks are 

04:31:36 15 going to have to delegate a person or party to do that. And 
16 I'm available starting this Friday and any time thereafter. 
17 And I'd like to get started on it as soon as possible because 
18 I think we're -- because we have such a tight schedule with 
19 the time we're using with the jury, we're really running out 

04:32:00 20 of conferencing time quickly. 
21 MR. KAVALER: Friday would be fine, your Honor. 
22 THE COURT: Anything else? 
23 MR. DOWD: No, your Honor. 
24 THE COURT: Okay. Have a good day, ladies and 
25 gentlemen. 

1958 

1 (Trial adjourned until April 14, 2009, at 9:00 a.m.) 
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Schoenholz - direct 
1978 

Q. That's looser, isn't it, sir? 
A. Yes. And that could well be the type of example if -- in 
a different economic environment. 
Q. It's looser, right? 
A. Yes, sir. 
Q. Sir, when we -- I'd ask you to go back to Plaintiffs' 183. 
And when we left off, we were looking at this section about -- 
A. which one is that? 
Q. 183 is the Financial Relations Conference. 
A. Yeah. 
Q. And turn to the page that ends 303. okay. 

And you were again talking about certain charts that 
you had prepared; is that right? 
A. Yes, sir. 
Q. And I'd ask you, sir, to -- I'm going to show you what's 
been marked as Plaintiffs' Exhibit 135. 
(Tendered.) 

BY MR. DOWD: 
Q. Sir, Plaintiffs' Exhibit 135 is entitled Household, Dave 
Schoenholz, vice Chairman, Chief Financial Officer, Financial 
Relations Conference, April 9, 2002. 

Do you see that? 
A. I do. 
Q• Okay. 

MR. DOWD: Your Honor, at this time I would offer 

Schoenholz - direct 
1979 

16 10,000. 
17 Do you see that column? 
18 A. I do. 
19 Q. And in this category -- it used to be in 2000, that you 

09:18:28 20 could only restructure once every six months for HFC accounts; 
21 is that right? 
22 A. Correct. 
23 Q. But in 2001, you could restructure once every four months; 
24 is that right? 

09:18:38 25 A. That's what it says. 

1 Plaintiffs' 135. 
2 THE COURT: It will be admitted. 
3 BY MR. DOWD: 
4 Q. And, Mr. Schoenholz, you recognize Plaintiffs' 135 as the 

09:20:15 5 charts you actually used while you were making your 
6 presentation at the Financial Relations Conference on April 9, 
7 2002; is that right? 
8 A. I believe so. 
9 Q. Okay. And, sir, I'd ask you, for example, to turn to the 

09:20:26 10 page that ends with the Bates range 557 if you would. 
11 And there's a section there entitled Re-age policies; 
12 is that right? 
13 A. Yes. 
14 Q. Okay. And the third bullet point down, you have that 

09:20:46 15 reference to bumps in the road; is that right? 
16 A. Yes. 
17 Q. And then in the fifth bullet point down, you have 
18 reference to policies being consistently applied; is that 
19 right? 

09:20:55 20 A. That's correct. 
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21 Q. Okay. And so I take it, sir, what was going on on April 
22 9, 2002, is that in this big hotel conference room, you were 
23 talking; and as you were talking, you would also show slides 
24 to these 400 or so people that were gathered; is that right? 

09:21:09 25 A. I believe -- well, I haven't looked through all this. But 

Schoenholz - direct 
1980 

1 I believe these were part of a PowerPoint presentation that 
2 was on a screen. 
3 Q. Okay. Sir, I'd ask you to turn to the page that ends with 
4 the Bates range 3560, 560, if you would. 

09:21:38 5 Do you have that page in front of you, sir? 
6 A. I do. 
7 MR. SLOANE: Your Honor, this exhibit, which has been 
8 marked, has certain parts of it that appear to be blocked out 
9 and are not as in the original. I don't know if Mr. Dowd 

09:21:50 10 intends to show him any of these pages, but I note that, for 
11 example, page -- 
12 THE COURT: When you say this exhibit blocked out and 
13 are not as in the original, I'm not sure what -- 
14 MR. SLOANE: Well, they're blackened in the copy that 

09:22:05 15 Mr. Dowd has offered in evidence, and they are not blackened 
16 in the original. There's writing in them in the original. 
17 (Brief pause.) 
18 MR. DOWD: Your Honor, I think it looks like counsel 
19 is looking at a different version of the document. And I 

09:22:43 20 believe this is the way it was produced, as far as I know, the 
21 one -- 
22 MR. SLOANE: Your Honor, it's just a photocopy 
23 problem. The document they offered is one which has 
24 blackened-out areas where there's writing in them. 

09:22:56 25 THE COURT: What is it you folks want me to do? 

Schoenholz - direct 
1981 

1 MR. SLOANE: Well, I want him to produce a document 
2 that actually has the original writing in it so that the 
3 witness can look at the entire document as it appeared at the 
4 time. 

09:23:10 5 THE COURT: Well, I guess that depends on which 
6 version of this document was the version that was designated 
7 as an exhibit for this trial, the version you're now referring 
8 to or the version counsel has. 
9 MR. SLOANE: I believe, your Honor, there are two 

09:23:27 10 documents which are the same document. The one which is 
11 Plaintiffs' Exhibit 725, which is not the one that is being 
12 shown to the witness, does not have that photocopying problem. 
13 THE COURT: And when that was listed in the exhibit 
14 list, was there an objection by either side that there were 

09:23:46 15 two different versions of the same document, some with writing 
16 and some without? Did anybody object to that? 
17 MR. SLOANE: I -- 
18 MR. DOWD: No, your Honor, no one objected. 
19 THE COURT: Why don't you let him answer the question 

09:24:00 20 I'm asking him. 
21 MR. SLOANE: My understanding, your Honor, is that 
22 when it was listed in the exhibit list, it didn't have that 
23 blackened-out version. 
24 If he's not going to ask any questions about the 

09:24:10 25 pages that are blackened out and he doesn't need the witness 
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Schoenholz - direct 
1982 

1 to go to it, I'm happy to let him proceed. I don't want to 
2 interrupt his examination. 
3 THE COURT: That doesn't help me any, does it? 
4 Because I don't know the answers to any of those questions. 

09:24:22 5 Well, I guess -- let's -- 
6 MR. DOWD: Your Honor -- 
7 THE COURT: Let's ask the jury to go back in the jury 
8 room. Carole, take the jury back in the jury room. And we'll 
9 produce the list of documents that was originally shown, and 

09:24:37 10 we'll get it ironed out. Let's go. 
11 (Jury out.) 
12 MR. SLOANE: Your Honor, I think there's a simple 
13 solution to this. 
14 THE COURT: I'm sorry? 

09:25:12 15 MR. SLOANE: I think there's a simple solution to 
16 this. 
17 THE COURT: Those are always welcome. 
18 MR. SLOANE: If Mr. Dowd, just for completeness 
19 purposes, would use the version that has the stuff that's not 

09:25:24 20 blacked out by the Xeroxing, I think it will obviate the 
21 problem. 
22 THE COURT: I assume there's some reason for that 
23 stuff being blacked out by the Xeroxing. 
24 MR. SLOANE: No, I don't think so, your Honor. I 

09:25:33 25 think it's just literally a Xeroxing problem. 

Schoenholz - direct 
1983 

1 MR. DOWD: We turned it over to them on a PDF. If 
2 they were going to raise these issues, there was a time for 
3 it. The document he wants me to use has the witness' 
4 handwritten notes all over it, which I didn't want to use. 

09:25:52 5 THE COURT: See, I knew there was a reason for the 
6 blackouts. 
7 MR. DOWD: No, no, no. We didn't black them out on 
8 that document, your Honor. There's a clean copy, and then 
9 there was a second copy that they produced that has the 

09:26:00 10 witness' handwritten notes. 
11 THE COURT: Let's back up. This document is what? 
12 MR. DOWD: Your Honor, it's -- what it is is a -- the 
13 chart of the exhibits that this gentleman used while he was 
14 making his presentation. 

09:26:13 15 THE COURT: Now, he used this actual document? 
16 MR. DOWD: Yes, it's the one he actually used. It's 
17 the one that went up on the screen. 
18 THE COURT: Where did you get it? 
19 MR. DOWD: I got it from the defendants. 

09:26:22 20 THE COURT: And when you got it from them, was it in 
21 the same condition as what you're showing him or did it have 
22 the handwriting on it? 
23 MR. DOWD: No, it's in the same condition as I'm 
24 showing it to him. 

09:26:30 25 THE COURT: So it had things blacked out? 

Schoenholz - direct 
1984 

1 MR. DOWD: Well, I assume that what it is is when 
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2 they -- 
3 THE COURT: Don't assume. 
4 MR. DOWD: Fine. Yeah, I mean, the only one I can 

09:26:39 5 see, it's a dark photocopy. I don't know what to say. 
6 THE COURT: So when you got the exhibit from them, it 
7 had portions blacked out? 
8 MR. DOWD: Yes, there were portions that you couldn't 
9 read on pages that I'm not using. 

09:26:52 10 THE COURT: why don't you check with your co-counsel. 
11 MR. BROOKS: It's not blacked out, Judge. It's just 
12 a photocopy issue. You can see -- if I can approach and give 
13 you the document? 
14 THE COURT: Sure. 

09:27:03 15 MR. BROOKS: And, Peter, what page are you looking 
16 at? 
17 MR. SLOANE: Well, I'm looking at what is page 358 on 
18 the version your Honor has. 
19 THE COURT: 358. Is there a Bates number? 

09:27:27 20 MR. SLOANE: The Bates number is at the bottom. It's 
21 01883558. 
22 May I just hand up one other document, your Honor? 
23 THE COURT: What I have here is a sheet of paper with 
24 that Bates number on it with the title The Restructuring 

09:28:02 25 Decision that contains a chart. It looks like -- actually it 

Schoenholz - direct 
1985 

1 looks like the NCAA basketball tournament chart, but not 
2 nearly as interesting. There are -- at the last line or 
3 segment under treatment assessment, there are -- one, two, 
4 three, four, five, six -- seven boxes. Four of those boxes 

09:28:29 5 are just black as if somebody had blacked them out with a 
6 Magic Marker. 
7 All right. What did you want to say about this? 
8 MR. SLOANE: Your Honor, if I may. I just want to 
9 hand up what is -- 

09:28:52 10 MR. DOWD: Your Honor, it's exactly the way it was 
11 produced to us. 
12 MR. SLOANE: I want to hand up, for the record, it's 
13 HHS 03128993, which has the same page on it, which makes clear 
14 that the original does not have blacked-out portions. That 

09:29:09 15 happens to have the witness' handwriting on it, but the 
16 original did not have any blacked-out boxes. 
17 THE COURT: So what are you objecting to, the boxes 
18 being blacked out or the fact that the handwriting in this 
19 version that you've given me is not contained in the version 

09:29:27 20 that -- 
21 MR. SLOANE: No, I have no problem with the 
22 handwriting. I'll show the witness the handwritten version. 
23 I just have an objection to the fact that there are 
24 blacked-out versions, and the original clearly wasn't blacked 

09:29:39 25 out. 

Schoenholz - direct 
1986 

1 THE COURT: So the blacked-out boxes apparently have 
2 the word "optimized" or "optimized treatment" or "improved 
3 NPB" typed in, which can't be seen in the version being used 
4 with the witness. 

09:29:58 5 MR. SLOANE: Correct, your Honor. 
6 THE COURT: That's what you're objecting to? 
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7 MR. SLOANE: Yes, your Honor. 
8 THE COURT: Is there a reason for that? 
9 MR. DOWD: Your Honor, we used the document as it was 

09:30:04 10 produced to us by the defendants. If we can't read it, it's 
11 because they gave us a lousy copy. I don't know what else to 
12 say about that. 
13 I don't have a problem -- counsel sounds like he's 
14 going to put in the one with the handwriting; and they'll see 

09:30:17 15 everything. Heck, I'll put it in if you want. But I'd like 
16 to use the clean copy so that it's easier to see for the jury. 
17 And none of the pages I'm using have any black-outs on them. 
18 THE COURT: It doesn't look like this? 
19 MR. DOWD: No, I'm saying the ones that I'm going to 

09:30:32 20 direct the witness through as we examine him. 
21 THE COURT: You're not going to use this page? 
22 MR. DOWD: No. And that's the way it was produced to 
23 us. 
24 THE COURT: None of the pages you're going to use 

09:30:38 25 have the blacked-out portions? 

Schoenholz - direct 
1987 

1 MR. DOWD: No. 
2 THE COURT: Do you have an objection then? 
3 MR. SLOANE: Yes, your Honor. I think if the witness 
4 needs to look at the whole document to answer any question, 

09:30:46 5 he's entitled to do that. If he's looking at the document, he 
6 can't see the blacked-out portions. 
7 THE COURT: Do you need to see these portions to be 
8 able to look at this document? 
9 THE WITNESS: If he's not going to ask me that page, 

09:30:58 10 then -- 
11 THE COURT: You don't need it? 
12 THE WITNESS: I don't need that. On that page, I 
13 would like to see it. 
14 MR. SLOANE: Fair enough. 

09:31:05 15 MR. DOWD: Your Honor, you know, we produced all 
16 these things to the defendants. They have them on a disk 
17 There was a time to raise these issues, instead of 
18 interrupting the examination of a witness. It's unfair. 
19 THE COURT: Well, I guess that depends on what issue 

09:31:17 20 they're raising. If the issue they're raising is that the 
21 document you're using is not the one you presented, then it's 
22 got to be raised now. And I can't know that until I ask these 
23 questions. Because as soon as I ask questions, you folks are 
24 all over the place arguing all sorts of stuff I don't really 

09:31:31 25 need to know. My questions, maybe they weren't perfect 

Schoenholz - direct 
1988 

1 questions, but they were intended to get to whether the 
2 objection was that the document being used was different from 
3 the one that had been presented during the pretrial 
4 conference. 

09:31:44 5 MR. DOWD: It's not. 
6 THE COURT: If that question had been answered by 
7 both sides quickly, I could have ruled on this objection very 
8 quickly; but it wasn't, so we did this instead. 
9 Let me give these documents back to you folks. And 

09:32:00 10 then, Carole, please bring the jury back out. 
11 MR. DOWD: And, your Honor, we also -- of the pages 
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12 I'm using, I have a couple of blow-ups so that they're easier 
13 to see. Counsel can take a look at those. They're identical 
14 to what the witness saw. Just to make it easier to read. And 

09:32:13 15 these are the pages we're going to really refer to. 
16 THE COURT: They don't have any blacked-out sections 
17 on them, right? 
18 MR. DOWD: No. 
19 THE COURT: Okay. So the objection -- 
20 MR. DOWD: They're just the pages blown up so he can 
21 see them. 
22 MR. SLOANE: As long as the witness does not need to 
23 see any of the blacked-out pages, I'm fine with that. 
24 THE COURT: He said he doesn't, so there's no need to 

09:32:28 25 worry about that. 

Schoenholz - direct 
1989 

1 MR SLOANE: Fair enough. Thank you, your Honor. 
2 THE COURT: Okay. 
3 (Jury in.) 
4 MR. DOWD: May I proceed, your Honor? 

09:34:00 5 THE COURT: You may proceed. 
6 BY MR. DOWD: 
7 Q. Mr. Schoenholz, I think when we left off, we were looking 
8 at Plaintiffs' Exhibit 135, the PowerPoint presentation from 
9 the April 9 conference, right? 

09:34:09 10 A. Correct. 
11 Q. Now, I'd ask you to turn to the page that bears the Bates 
12 range -- ends with the range 3560 if you could. 
13 Do you have that in front of you? 
14 A. I do. 

09:34:21 15 Q. And that page is entitled Total Household Re-age 
16 Portfolio; is that correct, sir? 
17 A. It is. 
18 Q. All right. And, sir, this was a chart that you used that 
19 day; is that correct? 

09:34:35 20 A. That's correct. 
21 MR. DOWD: Your Honor, can we have the switch? I'm 
22 sorry. 
23 BY MR. DOWD: 
24 Q. Sir, this was information that you presented to these 

09:34:53 25 financial analysts and others back on April 9, right? 

Schoenholz - direct 
1990 

1 A. Yes. 
2 Q. Okay. And what you were doing here was providing 
3 information about Household's loan portfolio; is that correct? 
4 A. That's correct. 

09:35:06 5 Q. Okay. And, specifically, you were trying to explain to 
6 people the amount of Household's portfolio that had been 
7 re-aged prior to this time; is that right? 
8 A. That's correct. 
9 Q. And this was the first time you had presented this type of 

09:35:21 10 information to the markets; is that correct? 
11 A. That's correct. 
12 Q. Okay. And so, for example, sir, if we could just look 
13 through the chart a little bit, you have an entry for December 
14 31, 2000. 

09:35:34 15 Do you see that? 
16 A. I do. 
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17 Q. Okay. And then you have an entry for December 31, 2001; 
18 is that right? 
19 A. Yes. 
20 Q. And you were trying to show how the re-age portfolio had 
21 changed between 2000, 2001; is that right? 
22 A. That was one purpose of the chart. 
23 Q. Okay. And so, for example, sir, on the left-hand side, 
24 you have dollars in millions; is that right? 
25 A. Yes. 

Schoenholz - direct 
1991 

1 Q. And you have an entry called re-aged once; is that right? 
2 A. That's correct. 
3 Q. Okay. And so the information you presented here was, in 
4 that section, how many -- or what percentage of your portfolio 

09:36:11 5 included loans that had been re-aged one time; is that right? 
6 A. That's correct. 
7 Q. And you broke down that -- those percentages by the ones 
8 that had been re-aged for the first time in the last 12 
9 months; is that right? 

09:36:24 10 A. Yes. 
11 Q. Okay. That's the last 12 months, and it was 9.4 percent; 
12 is that right, sir? 
13 A. That's what it says. 
14 Q. Okay. And then you presented information on the 

09:36:34 15 percentage of the portfolio which had been re-aged prior to 
16 the last 12 months but only once; is that right? 
17 A. That's what it says. 
18 Q. Okay. And that's the 3.2 percent; is that right? 
19 A. Yes. 

09:36:45 20 Q. So, in other words, these are the loans that -- the 
21 percentage of the loan portfolio that had been re-aged one 
22 time prior to the end of 2001; is that right? 
23 A. Let me say it slightly different. I'm not sure -- what 
24 that was was the loans as of December 31, as of that point in 

09:37:10 25 time, that were in the portfolio that had been re-aged one 

Schoenholz - direct 
1992 

1 time. 
2 Q. Okay. And then you have a second entry on the left-hand 
3 side that says multiple re-age; is that right? 
4 A. That's correct. 

09:37:21 5 Q. Okay. And the multiple re-age were loans in the portfolio 
6 that had been re-aged more than once, right? 
7 A. That's what that says. 
8 Q. Whether that be two times, three times or four times, 
9 right? 

09:37:31 10 A. Correct. 
11 Q. Okay. And the percentage of the loans that -- that had 
12 been multiple re-aged, as you told these investors in April of 
13 '02, was 4.3 percent; is that right? 
14 A. That's correct. 

09:37:44 15 Q. And then at the end, you just add up everything that's 
16 been re-aged, whether once or more than once, and you say it 
17 was 16.9 percent of your portfolio; is that right? 
18 A. That's correct. 
19 Q. Okay. And then it has a number next to that. It says 

09:37:58 20 15,829. That's actually $15.8 billion; is that right? 
21 A. That's correct. 
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11 Household. And I was concerned that he wrote a lot of memos 
12 and there was language in there that could be looked at as 
13 inflammatory; and, if some operating person in the future 
14 could find one of these memos, given the fact how large the 

01:29:16 15 company was and how many offices and how many people, and 
16 could misconstrue those memos as somehow being endorsed by 
17 Household senior management. And I didn't think that was a 
18 risk that we should take. 
19 Q. If you wanted no one to know about all the Kahr memos, 

01:29:39 20 would you have written this document, sir (indicating)? 
21 A. If I wanted to hide some destruction or something, I 
22 certainly would not have documented that in a memo to the 
23 files. 
24 Q. Now, Mr. Dowd also showed you Plaintiffs' Exhibit 1026. 

01:30:01 25 MR. SLOANE: Can I have that up on the board, please? 

Schoenholz - cross 
2101 

1 (Brief pause.) 
2 BY MR. SLOANE: 
3 Q. I think he mentioned this was from you to Kenneth Robin. 
4 Who was Mr. Robin at the time? 

01:30:15 5 A. Mr. Robin was the General Counsel of the company. 
6 Q. Now, there came a time, did there not, sir, when you 
7 decided -- that is, Household decided -- that Mr. Kahr's 
8 services were no longer needed by Household; is that right? 
9 A. Correct. 

01:30:38 10 Q. And why was that? 
11 A. Well, Mr. Kahr came in and his job was to come up with 
12 ideas and he did that. And I think that we had learned 
13 everything we could learn from Mr. Kahr. 
14 I think he became increasingly difficult to work 

01:31:05 15 with; that people throughout the businesses did not want to 
16 work with Mr. Kahr; and, became concerned just kind of his 
17 tone and how it reflected or did not reflect well on what we 
18 were trying to achieve in Household. So, we decided it was 
19 time to terminate the relationship. 

01:31:26 20 Q. And in sending this e-mail -- which is Plaintiffs' Exhibit 
21 1026 -- to Mr. Robin, what was your purpose? 
22 A. Well, I had earlier indicated I thought we should destroy 
23 the Kahr memos -- his memorandum. This talks about e-mails; 
24 but, quite honestly, all of Mr. Kahr's memos or e-mails and 

01:31:49 25 all of his e-mails or memorandum. So, it's one and the same 

Schoenholz - cross 
2102 

1 thing. 
2 And policies of record retention, record destruction 
3 were controlled by the Office of General Counsel. And, so, my 
4 note to Mr. Robin was he should take charge of that. And that 

01:32:10 5 was no different from what I had asked him to do in that 
6 memorandum a year earlier. 
7 Q. That was -- you wanted the memos destroyed; is that right? 
8 A. Yes. 
9 Q. But you thought that was something that should be done or 

01:32:22 10 decided by the Legal Department; isn't that correct? 
11 A. Absolutely. 
12 Q. Let's go back, if we can. 
13 You were the CFO -- Chief Financial Officer of 
14 Household; is that right? 

01:32:38 15 A. Through most of the class period. 
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16 Q. Yeah. 
17 And what were your duties? What were your 
18 responsibilities as the Chief Financial Officer of Household? 
19 A. Well, I was responsible for the accounting; financial 
20 reporting; budgeting and forecasting; strategic planning; tax, 
21 all of the treasury functions, which would have included risk 
22 management funding, asset liability management, cash 
23 management. 
24 I was responsible, I think throughout all of that 
25 the Corporate Credit Risk function reported to me. I 

Schoenholz - cross 
2103 

1 think, through all that time, our Information Technology Group 
2 reported to me. And I also had Investor Relations reported to 
3 me, as well as kind of the administrative responsibility for 
4 the internal audit function. 
5 Q. Did you view your responsibilities as being to the 
6 plaintiffs' investors in this case? 
7 A. Oh, of course. 
8 Q. Did you also view your responsibilities as including 
9 responsibilities to the borrowers -- to the people that 
10 Household lent money to? 
11 A. I mean, indirectly, as an officer of the company, I wanted 
12 to make sure that we did what was the right thing for the 
13 customers. Because if you didn't do the right thing for the 
14 customers, you couldn't do the right thing for the 
15 shareholders. 
16 But I was not a front-end direct interface with the 
17 customers, given my responsibilities. 
18 Q. Let me show you a document. 
19 MR. SLOANE: May I approach, your Honor? 
20 THE COURT: Yes. 
21 BY MR. SLOANE: 
22 Q. It's been previously marked as Plaintiffs' Exhibit 1115. 
23 (Document tendered to counsel and the witness.) 
24 BY MR. SLOANE: 
25 Q. Would you tell the Court and the jury what that document 

Schoenholz - cross 
2104 

time, 

1 
2 
3 
4 

01:35:03 5 
6 
7 
8 
9 

01:35:20 10 
11 
12 
13 
14 

01:35:29 15 
16 
17 
18 
19 

01:35:32 20 

is? 
A. Say, again, please? 
Q. Tell the Court and the jury, please, what that is. 
A. This is an e-mail -- well, it's two e-mails. The first 
e-mail is November 19th of '01. And it's from me to Paul 
Makowski. And it says, "We should look at the economic and 
net present value analysis behind all of our re-age policy 

Q. Before you read it, Mr. Schoenholz, let me just offer it 
into evidence. 

MR. SLOANE: Your Honor, I offer Plaintiffs' Exhibit 
1115 into evidence. I don't believe there's an objection to 
this. 

THE COURT: It will be admitted. 
(Plaintiffs' Exhibit No. 1115 received in evidence.) 

MR. SLOANE: Can we publish that on the board, 
please? 

(Brief pause.) 
BY MR. SLOANE: 
Q. Now, you started to explain it. Please go ahead. 
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21 A. Well, in this time frame, I was asking Mr. Makowski to get 
22 more involved with looking at our re-age policies, which has 
23 traditionally been delegated and were the responsibilities of 
24 the various business units. 

01:35:54 25 And what I'm telling him to do is look at the 

Schoenholz - cross 
2105 

1 economic and net present value analysis behind our re-age 
2 policies, and that our criteria is that we wanted to do the 
3 right thing for the customer and make a good economic 
4 decision. 

01:36:11 5 The re-age policies really benefitted both the 
6 customers and benefitted the investors. 
7 Q. So, your concern was, with what you wrote here -- "I want 
8 to make sure we're doing the right thing for the customer and 
9 making a good economic decision" -- is that right? 

01:36:29 10 A. of course. 
11 Q. And when you said making -- or when you said -- "making a 
12 good economic decision," what did you mean? 
13 A. well, I mean, we were responsible for increasing the 
14 return to the shareholders. And if you did restructures or 

01:36:49 15 re-ages correctly, you would increase cash flow; you would 
16 reduce the ultimate credits losses the company would have; you 
17 could reduce your cost of collections; you could improve 
18 customer relationships, which would benefit investors over the 
19 long-term. 

01:37:08 20 And, so, we wanted to do the right thing for the 
21 customer, but only in a way that made -- was also a right 
22 business decision for the investors. 
23 Q. The investors being the plaintiffs in this case; is that 
24 right? 

01:37:22 25 A. That's correct. 

Schoenholz - cross 
2106 

1 Q. Now, counsel asked you about a big stack of documents that 
2 are piled up here (indicating) on the table -- various 10-Ks 
3 and 10-Qs and other public filings. Do you recall that? 
4 A. I do. 

01:37:39 5 Q. Now, would you explain to the jury and to the Court the 
6 process by which -- 
7 MR. SLOANE: Let me withdraw that. 
8 BY MR. SLOANE: 
9 Q. Did you write those documents? 

01:37:52 10 A. I did not. 
11 Q. Would you explain to the Court and to the jury what was 
12 the process by which those documents were created? 
13 A. Let me start with the 10-K document because that's a more 
14 comprehensive document. 

01:38:10 15 Q. Let me interrupt you one second. 
16 MR. SLOANE: Your Honor, we have a demonstrative 
17 exhibit, 802-01. May we publish that on the board, please? 
18 I don't believe there's any objection to it. 
19 THE COURT: If there's no objection, yes. 
20 BY MR. SLOANE: 
21 Q. Perhaps this can serve as an aid to the jury and to you, 
22 Mr. Schoenholz. 
23 So, why don't you walk us through this document, if 
24 you would. 

01:38:38 25 A. Okay. 
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Schoenholz - cross 
2107 

1 well, in this time frame, what it means is that the 
2 10-K draft would have been initially prepared, generated by 
3 the Corporate Controller's group with input from Investor 
4 Relations, from the Treasury Department, from the Credit Risk 

01:38:59 5 Department, clearly on the types of disclosures we've been 
6 talking about would be drafted by the Credit Risk people; and, 
7 also, would include initial input from the external auditors. 
8 It would then be reviewed, after it was actually 
9 drafted, by other people in the Corporate Controller's group. 

01:39:17 10 I think that says "Internal Audit." 
11 A draft would then go to Mr. McDonald, who was the 
12 Chief Accounting Officer. 
13 Q. Mr. McDonald was the person that Mr. Dowd asked you about 
14 in connection with certain of the exhibits you saw this 

01:39:32 15 morning? 
16 A. Yes, sir. 
17 He would then review the draft thoroughly, provide 
18 his input, his comments, his direction, at which time he would 
19 then circulate a 10-K document to all of those people listed: 

01:39:46 20 Basically, senior business unit, operating managers, as well 
21 as financial managers and functional heads within the 
22 corporate office. 
23 They were charged with reviewing the 10-K, 
24 particularly as it related to disclosures that they had 

01:40:07 25 specific informed knowledge on. They provided their input 

Schoenholz - cross 
2108 

1 back to what we had was called a Disclosure Committee. And 
2 that Disclosure Committee consisted -- my recollection is it 
3 consisted -- of McDonald; the treasurer; representatives of 
4 the legal group that were, like, the SEC experts; as well as 

01:40:32 5 some people -- a couple business unit financial people -- I 
6 believe. 
7 They would take it, digest it, come up with a draft 
8 that they were happy with. There would be then kind of a 
9 summary meeting with Aldinger, myself, McDonald, and that says 

01:40:51 10 Schwartz, who was kind of the SEC counsel in this time frame, 
11 to talk about any issues, anything that we needed to revolve 
12 at a higher level. 
13 KPMG, the auditors, would then review that draft. 
14 Although they had provided input at the very beginning part of 

01:41:10 15 the process, but they would review it and, in essence, sign 
16 off on that as part of their audit processes. That would 
17 include reviewing the MD&A and all those types of disclosures, 
18 as well. 
19 I would then get a draft and I'd review it very 

01:41:27 20 carefully; generally, kind of in the late December time frame 
21 and, then, probably updated in the late January time frame. 
22 It would go to Mr. Aldinger. Mr. Aldinger would take 
23 and review it and provide whatever comments he had. Then we 
24 provided a draft of the 10-K to the Audit Committee generally 

01:41:52 25 at the end of January for a meeting when the auditors would 

Schoenholz - cross 
2109 

1 present the results of their audit. 
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2 Mr. McDonald would take and talk about the financial 
3 statements. 
4 Prior to the meeting with the Audit Committee, we had 

01:42:10 5 a separate advanced meeting -- this is pre-Audit Committee 
6 meeting -- with Mr. Levy, who was the Chairman of the of Audit 
7 Committee. 
8 Mr. Levy was a retired senior technical partner with 
9 KPMG and was a very -- truly an expert in this area of 

01:42:29 10 financial reporting and disclosures. 
11 He wanted to have a -- he wanted to have a private 
12 advanced meeting with myself, McDonald, the internal auditors, 
13 the external auditors. And then he would meet privately just 
14 with the internal auditors and privately just with the 

01:42:48 15 external auditors, would get his input and then present it to 
16 the Audit Committee and then get their input. 
17 Q. Let me be sure I understand this. 
18 Did all of the 10-Ks and 10-Qs, after July 30, 2002, 
19 go through this same process? 

01:43:11 20 A. That's correct. 
21 Q. Now, what was the process -- what's the significance of 
22 the July 30, 2002, date, in your mind? 
23 A. That was when Sarbanes-Oxley came in. 
24 Q. What does that mean? 

01:43:23 25 A. Sarbanes-Oxley was legislation introduced on creating a 

Schoenholz - cross 
2110 

1 requirement for the Senior Chief Executive Officer and 
2 principal Financial Officer. So, in essence, certify 
3 financial statements that were filed with the SEC. 
4 And in response to that requirement to have that 

01:43:47 5 certification, we created a sub-certification process that, in 
6 essence, that had everybody in the business -- and there were, 
7 I don't know, 40 or 50 people -- had to certify, in essence, 
8 to Mr. Aldinger and myself the same things that we would have 
9 to certify to the outside world. 

01:44:10 10 That's why July -- that's the significance of July 
11 30 
12 Q. So, that was after July 30th, after this law got passed; 
13 is that right? 
14 A. Right. 

01:44:19 15 Q. what was the process like before this law got passed? 
16 A. It was, essentially, the same process. The difference 
17 would be there wasn't a formal certification process and we 
18 didn't have a formal disclosure committee. So, it was more 
19 like McDonald -- it would be the same where he would send it 

01:44:38 20 out to the different business units and the functional heads, 
21 but he would get the input back himself and working with his 
22 department, giving it to KPMG; and, then, really are the rest 
23 of the process was the same. 
24 Q. Now, when you signed these documents -- these 10-Ks or 

01:44:59 25 10-Qs that Mr. Dowd showed you -- did you draw any comfort or 

Schoenholz - cross 
2111 

1 reliance on this process? 
2 A. Of course. 
3 I mean, I couldn't be aware of every detail or 
4 everything. So, I clearly reformed -- relied -- on kind of 

01:45:20 5 the informed -- the judgments of informed -- professionals; 
6 whether those were people internally or externally, I would 
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23 A. Really, the two sets of rules that would govern how a 
24 public company would, in fact, report. 

02:34:25 25 So, the first one -- the upper left-hand corner -- is 

Devor - direct 
2405 

1 something known as "Generally Accepted Accounting Principles." 
2 That's one set of rules. 
3 And, basically, any set of financial statements -- 
4 public companies, small company, whatever -- unless it's 

02:34:42 5 indicated otherwise, has to be in accordance with generally 
6 accepted accounting principles, which is also known by its 
7 acronym, usually -- at least by accountants -- as GAAP, 
8 G-A-A-P. 
9 Q. So, in other words, anybody who is doing financial 

02:35:01 10 statements has to make sure that those financial statements 
11 are presented under these GAAP rules; is that fair? 
12 A. That's correct. 
13 Q. Okay. 
14 And can you tell us about any other requirements that 

02:35:13 15 public companies face in connection with preparing their 
16 financial statements? 
17 A. Sure. 
18 Well, public companies -- first of all, public 
19 companies -- also have to follow GAAP. But, over and beyond 

02:35:24 20 that, the SEC has certain requirements over and beyond GAAP, 
21 such that public companies have to follow GAAP and maybe some 
22 other requirements. 
23 And, in fact, engrained in the SEC regulations is a 
24 statement that says, in essence -- I'm not quoting, but -- any 

02:35:45 25 financial statements not presented in accordance with GAAP are 

Devor - direct 
2406 

1 considered to be false and misleading. Something like that. 
2 Q. Now, sir, who is responsible for preparing the financial 
3 statements at a company like Household? 
4 A. The company, specifically; and, more specifically than 

02:36:05 5 that, the senior management of the company is ultimately 
6 responsible. 
7 Q. Okay. 
8 And have you prepared a demonstrative to show us that 
9 concept, as well? 

02:36:15 10 A. I have. 
11 Q. Okay. 
12 And could we please pull up Plaintiffs' Demonstrative 
13 Exhibit 110. 
14 (Brief pause.) 
15 BY MR. DOWD: 
16 Q. And, sir, do you recognize Plaintiffs' Exhibit 110? 
17 A. I do. 
18 Q. And what does that show us? 
19 A. Well, this is, also, I believe, right out of Household's 

02:36:38 20 10-K, although I don't remember precisely what year. I 
21 believe it's the '01 10-K, also. 
22 And it's a -- the paragraph on the top is blown up; 
23 it's actually a -- letter to the shareholders that goes, at 
24 that point in time went in, the 10-Ks. And I'll just read it. 

02:37:00 25 "Household International's management is responsible 

Devor - direct 
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1 for the preparation, integrity and fair presentation of its 
2 published financial statements." 
3 So, it's saying management's responsible for the 
4 financial statements. 

02:37:15 5 And, then, the second line is, "The consolidated 
6 financial statements have been prepared in accordance with 
7 GAAP." 
8 That's that thing I mentioned before. 
9 Q. Okay. 

02:37:25 10 And, then, sir, is this something that gets signed 
11 off by the officers of the company? 
12 A. It does. 
13 Q. And have you included an example of that, as well, within 
14 Plaintiffs' Demonstrative 110? 

02:37:37 15 A. Yes. 
16 Again, blown up the bottom part of that sheet in the 
17 background, and it's signed by the CEO, Mr. Aldinger in this 
18 case and Mr. Schoenholz, who is the CFO. So, they're the ones 
19 that they're referring to above where it says, "Management has 

02:37:57 20 responsibilities." 
21 Q. All right. 
22 And now, sir, let's go back to your three opinions, 
23 if we could. 
24 MR. DOWD: And I'd ask that we pull up, again, 

02:38:05 25 Plaintiffs' Demonstrative 107. 

Devor - direct 
2408 

1 (Brief pause.) 
2 BY MR. DOWD: 
3 Q. And, sir, your first opinion in this case related to 
4 Household's failure to disclose certain information; is that 

02:38:18 5 right? 
6 A. Yes. 
7 Q. Okay. 
8 And what is that first opinion? 
9 A. Well, that Household failed to disclose certain 

02:38:26 10 information that was required about improper lending 
11 practices, if the company had engaged in such. 
12 Q. Okay. 
13 And, sir, are you a -- you know, you're an expert in 
14 accounting, I take it. Do you consider yourself to be an 

02:38:43 15 expert in the area of predatory lending or improper lending 
16 practices? 
17 A. I believe I know what it is, but the answer is no, I'm 
18 not. I'm an accountant. 
19 Q. Okay. 

02:38:53 20 And were you asked to make certain assumptions in 
21 connection with your opinion regarding predatory lending? 
22 A. I was. 
23 Q. Okay. 
24 And tell us about that. 

02:39:01 25 A. I was asked to assume that the -- that the -- company 

Devor - direct 
2409 

1 engaged in improper lending practices; and, therefore, what 
2 were the reporting responsibilities of the company, as a 
3 result of that. 
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22 not disclosed to investors, and that was yet another reason 
23 that I concluded that investors didn't have full information. 
24 MR. BURKHOLZ: Your Honor, I'm ready to get 

04:17:32 25 into another document. 

Dowd - interim summation 
2686 

1 THE COURT: I think that's a good place to stop, yes. 
2 All right. We're done with the testimony for the 
3 day, ladies and gentlemen, and we have just enough time for 
4 the attorneys each to take six minutes in summing up the 

04:17:46 5 week's testimony. 
6 Sir, you may step down. 
7 THE WITNESS: Thank you, your Honor. 
8 THE COURT: Counsel? 
9 MR. DOWD: Thank you, your Honor 

04:18:08 10 Circle the wagons, remember that saying from old 
11 western movies? They circled the wagons. 
12 Well, in this case, ladies and gentlemen, they've 
13 circled the wagons, right? You heard all these witnesses that 
14 used to work at the company, still work at its successor 

04:18:28 15 company, and who represents them? Those guys, the same 
16 lawyers that represent Mr. Gilmer, Mr. Schoenholz, 
17 Mr. Aldinger and the company. Think about that. 
18 You saw Ms. Hayden-Hakes, Streem, Schneider, Hicks, 
19 Detelich, Rybak. All these people testified. Do you know who 

04:18:52 20 represents me? The same lawyers that represent the company. 
21 They circled the wagons. They built a wall. And 
22 what happened this week in this courtroom? One person wasn't 
23 inside the wall. 
24 When they circled those wagons, she was already gone, 

04:19:11 25 and you heard her testify this week, Ms. Markell, Helen Elaine 

Dowd - interim summation 
2687 

1 Markell. 
2 And what was the story that she told? What was her 
3 testimony that she gave under oath from this witness stand? 
4 It was a lot different from stuff you're hearing from these 

04:19:27 5 people that are inside those wagons, isn't it? 
6 She said to you, you know what they did? They set 
7 targets for these delinquency numbers, for these two-plus 
8 numbers. They set targets, and they told you you've got to 
9 get there no matter what. 

04:19:42 10 And she told Mr. Schoenholz, you know, you're using 
11 this re-aging stuff, you're using it to mask the true 
12 delinquency numbers. That's what she said to Mr. Schoenholz. 
13 He even admitted, reluctantly, on the witness stand 
14 that they'd had that conversation, ladies and gentlemen. So 

04:20:03 15 think about it. 
16 She talks about how they set these targets, how the 
17 people that she worked with, were they fundamentally 
18 dishonest? No. When defense counsel asked her the question, 
19 she said they were dishonest about those two-plus numbers. 

04:20:17 20 That I know they were dishonest about. Think about that, 
21 ladies and gentlemen. 
22 They set the targets. You had to meet them come heck 
23 or high water. That's what they told you. That's what 
24 happens with these two-plus numbers. Once somebody comes out 

04:20:34 25 from inside those wagons, you hear a very different story 
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1 about this company and what it did. 
2 And is it any different from what we heard about 
3 predatory lending, where Mr. Gilmer sets these targets at 
4 15 percent growth? And you know what happens? People got to 

04:20:50 5 do whatever it takes, and these guys know it. They're the 
6 ones setting the targets. They're the ones turning a blind 
7 eye when Elaine Markell says we're doing something wrong. 
8 No, they knew, ladies and gentlemen. They knew that 
9 Lew Walter was training on effective rate. They knew Dennis 

04:21:07 10 Hueman was training on effective rate. And you know what? 
11 Nothing happened to those guys. You know why? Because they 
12 just kept growing, because the scam tactics that they used is 
13 how they generated that growth. 
14 Think about that. That's the type of organization 

04:21:23 15 that we're talking about. 
16 well, let's talk about a couple other things you 
17 heard this week. And my time is pretty short, so I'll try to 
18 keep it simple. 
19 You heard them admit that they made false statements, 

04:21:35 20 ladies and gentlemen. They admitted it. The 2001 10-K, that 
21 Defendants' Exhibit 852, they told everybody re-age. First 
22 time they talk about these re-aging policies in the Qs and the 
23 Ks, they say, oh, yeah, you know what? It's got to be 
24 consecutive payments and we know that the reason for the 

04:21:53 25 delinquency has been cured. 

Dowd - interim summation 
2689 

1 They knew that wasn't true. Mr. Schoenholz got 
2 e-mails that said they were using one payment. There were 
3 other documents that showed they were using one payment. He 
4 knew that wasn't true when he signed the 10-K. 

04:22:07 5 And then the reason for the delinquency is cured when 
6 you're doing some of them automatically, when you're not 
7 contacting the customer. 
8 Ladies and gentlemen, he admitted the statement was 
9 false. That's why they had to re-issue that 10-K a year later 

04:22:21 10 and change all the language because it was false. 
11 He admitted that he had this huge financial relations 
12 conference on April 9th, 2002, 400 people there, broadcast all 
13 over the United States to other people that were interested. 
14 And what kind of numbers did he give them? He gave them false 

04:22:40 15 numbers, ladies and gentlemen. 
16 He forgot to tell them about $3 billion in loans that 
17 had been re-aged more than once. 3 billion. Then he didn't 
18 tell them -- he didn't tell them about the recidivism 
19 statistics. He didn't tell them how much of these re-aged 

04:22:55 20 loans get re-aged again and again. And he tells you, oh, gee, 
21 I didn't know that. Somebody made a mistake. 
22 You're talking to 400 people all across the country 
23 and you make a mistake? This is no mistake, ladies and 
24 gentlemen. Just like it was no mistake when he said 

04:23:10 25 consecutive payments and he knew it was one payment a month 

Kavaler - interim summation 
2690 

1 before that. It was no mistake. 
2 And what happens in his story? He has to say 
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6 (Brief pause.) 
7 THE COURT: Remain standing, sir. Raise your right 
8 hand. 
9 (Witness sworn.) 

03:58:34 10 THE COURT: Be seated. 
11 WILLIAM ALDINGER, PLAINTIFFS' WITNESS, SWORN 
12 DIRECT EXAMINATION 
13 BY MR. DROSMAN: 
14 Q. Good afternoon, Mr. Aldinger. 

03:58:44 15 A. Good afternoon. 
16 Q. Please state your name and spell your last name. 
17 A. William Aldinger, A-1-d-i-n-g-e-r. 
18 Q. We've never met before, correct, sir? 
19 A. That's correct. 

03:58:53 20 Q. Now, you graduated from City College of New York in 1969; 
21 is that right? 
22 A. That's correct. 
23 Q. And you got a law degree from Brooklyn Law School in 1975, 
24 correct? 

03:59:02 25 A. That's correct. 

Aldinger - direct 
2981 

1 Q. You worked at Wells Fargo Bank from 1986 to 1994, right? 
2 A. That's correct. 
3 Q. And at the time you left Wells Fargo, you were vice 
4 chairman of Wells Fargo, correct? 

03:59:14 5 A. Correct. 
6 Q. Now, you knew Kovacevich, Mr. Kovacevich, while you were 
7 at Wells Fargo; is that right? 
8 A. He wasn't at Wells Fargo when I was at Wells Fargo. 
9 Q. You met Mr. Kovacevich subsequently; is that right? 

03:59:30 10 A. I met him subsequently, yes. 
11 Q. When did you meet Mr. Kovacevich? 
12 A. Mid '90s. 
13 Q. So in 2002, how long had you known Mr. Kovacevich? 
14 A. Five or six years. 

03:59:49 15 Q. In 1994, you went to work for Household; is that right? 
16 A. That's correct. 
17 Q. And you were hired at Household as the president and CEO, 
18 right? 
19 A. Yes. 

04:00:01 20 Q. And CEO is the chief executive officer, correct, sir? 
21 A. That's correct. 
22 Q. And you worked as the president and chief executive 
23 officer of Household from 1994 -- I'm sorry -- from 1994 to 
24 1996; is that correct? 

04:00:15 25 A. That's correct. 

Aldinger - direct 
2982 

1 Q. And then in 1996, you became the chairman of the board of 
2 directors of Household; is that right? 
3 A. That's correct. 
4 Q. And you continued to work as the CEO, the chief executive 

04:00:25 5 officer, of Household after you became chairman of the board, 
6 right? 
7 A. Yes. 
8 Q. In fact, you were CEO and chairman of the board of 
9 Household during the entire period 1999 through 2002, correct? 

04:00:37 10 A. Yes. 
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11 Q. As the CEO of Household, you were the highest-ranking 
12 corporate officer of the company; is that right? 
13 A. That's correct. 
14 Q. And as the CEO of Household, you were the executive who 

04:00:48 15 was ultimately responsible for all aspects of Household; is 
16 that right? 
17 A. That's correct. 
18 Q. Now, in 1998, you were the CEO, right? 
19 A. That's -- yes, I was. 

04:01:00 20 Q. And you brought Gary Gilmer -- you know who Gary Gilmer 
21 is, right? 
22 A. Yes, I do. 
23 Q. He's one of your co-defendants in this case? 
24 A. Yes, he is. 

04:01:08 25 Q. And you brought Gary Gilmer back from the United Kingdom, 

Aldinger - direct 
2983 

1 from England, and put him in charge of Household consumer 
2 finance, correct? 
3 A. Yes, I did. 
4 Q. You chose Mr. Gilmer to run HFC, correct? 

04:01:19 5 A. That's correct. 
6 Q. And that was after you spoke to Mr. Gilmer about the 
7 position, right? 
8 A. Yes, I did. 
9 Q. You also retained Andrew Kahr on behalf of Household, 

04:01:28 10 didn't you? 
11 A. I introduced Andrew Kahr to the company, yes. 
12 Q. That wasn't my question, sir. My question was: You also 
13 retained Andrew Kahr on behalf of Household, correct? 
14 A. Well, I don't want to split hairs with you. I'm perfectly 

04:01:40 15 happy to say I brought him into the company. which one of us 
16 hired him doesn't matter. I supported it. So, yeah. 
17 Q. So, sir, I'm just curious. Did you retain Andrew Kahr 
18 A. The company -- 
19 Q. -- or not? 

04:01:51 20 A. -- retained Andrew Kahr. And I did not specifically 
21 recall being the person to do that. Happy to take credit. I 
22 brought him in. I just want to get the facts right. 
23 Q. So your testimony here is you don't recall that you 
24 retained Andrew Kahr on behalf of Household? Is that your 

04:02:08 25 testimony? 

Aldinger - direct 
2984 

1 A. That's correct. 
2 Q. Okay. Mr. Aldinger, you do admit that in late 1998 or 
3 early 1999, you and Mr. Schoenholz decided to hire Andrew 
4 Kahr, right? 

04:02:19 5 A. Yes. 
6 Q. In fact, before you hired Andrew Kahr, you and 
7 Mr. Schoenholz had a meeting with Mr. Kahr , didn't you? 
8 A. That -- probably. 
9 Q. And at that meeting, Mr. Kahr demanded that he be 

04:02:32 10 accountable only to you; is that correct? 
11 A. I don't remember that. I heard that the oth er day in 
12 testimony. I don't remember that. 
13 Q. But you don't disagree with that testimony, do you? 
14 A. Well, I have to tell you I do disagree with the testimony 

04:02:44 15 in the sense that Andrew Kahr was a consultant. And no 
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8 Q. And mortgage services was another one of your business 
9 units, right? 

04:26:37 10 A. Yes, it was. 
11 Q. Then if you look at the mortgage services paragraph 
12 it's very short, just two paragraphs -- I mean two sentences, 
13 the second sentence reads, The business is increasing 
14 collector incentives. 

04:26:48 15 Do you see that? 
16 A. I do. 
17 Q. Then it reads, Also, my team has identified a number of 
18 opportunities that will have a quick impact on bringing the 
19 variance down. 

04:26:57 20 Do you see that? 
21 A. Yes. 
22 Q. And you understood what variance meant, didn't you, sir? 
23 A. Yes. 
24 Q. You understood that it meant variance from the -- with the 

04:27:07 25 two-plus target to the actual two-plus numbers, right, sir? 

Aldinger - direct 
3007 

1 A. Right. 
2 Q. And there was a variance between that number that they 
3 were trying to bring down in mortgage services, right? 
4 A. That's what it sounds like. 

04:27:17 5 Q. And you understood that, right, sir? 
6 A. That's what I'm seeing here. 
7 Q. And then, finally, under general, it says, In addition to 
8 the initiatives I've described, there are a number of projects 
9 underway to further reduce delinquency and losses. 

04:27:35 10 Do you see that? 
11 A. I do. 
12 Q. And you understood that at this time, that was a focus, 
13 right, reducing that two-plus number? 
14 A. It's always a focus to try to keep credit losses down. 

04:27:45 15 And if you can reduce two-plus, you can reduce credit losses. 
16 And so they appear to be doing common things. They had 
17 collectors and have other things they can do. 
18 Q. And specifically we read several instances in which 
19 they're using that skip-a-pay program, right, to drive the 

04:28:03 20 two-plus number down, right? 
21 A. That's what it says, yes. 
22 Q. Collector incentives, right? 
23 A. Yes. 
24 Q. To drive that two-plus number down, right? 

04:28:10 25 A. Yes. 

Aldinger - direct 
3008 

1 Q. Remove that variance between two-plus target and two-plus 
2 number, right, sir? 
3 A. That's what the goal was. 
4 Q. Okay. Let's talk about some of Household's press 

04:28:26 5 releases. 
6 Sir, you understood that Household issued press 
7 releases during the 1999 to 2002 time period, correct? 
8 A Yes. 
9 Q. Okay. And, in fact, you reviewed the press releases 

04:28:53 10 before they were issued, didn't you, sir? 
11 A. Yes. 
12 Q. And you reviewed them because they were statements by the 
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1 Q. Remove that variance between two-plus target and two-plus 
2 number, right, sir? 
3 A. That's what the goal was. 
4 Q. Okay. Let's talk about some of Household's press 

04:28:26 5 releases. 
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13 company, correct, sir? 
14 A. That's correct. 

04:29:04 15 Q. Okay. And let's talk about, for example, the third 
16 quarter of 1999 press release. I'll show you what's been 
17 marked as Plaintiffs' Exhibit 506 for identification. 
18 A copy to counsel. 
19 (Tendered.) 

04:29:29 20 BY MR. DROSMAN: 
21 Q. You recognize this press release, right, sir? 
22 A. I do. 
23 Q. And this was the press release that was issued on October 
24 1999, right? 

04:29:47 25 A. Yes. 

Aldinger - direct 
3009 

1 Q. It was issued by Household International, correct? 
2 A. That's correct. 
3 Q. And this was reporting the third quarter 1999 results for 
4 Household International, correct? 

04:29:56 5 A. That's correct. 
6 MR. DROSMAN: Plaintiffs offer Exhibit 506 into 
7 evidence. 
8 THE COURT: Admitted. 
9 BY MR. DROSMAN: 

04:30:05 10 Q. And in your press release, you report the earnings result 
11 for Household International, correct? 
12 A. Yes. 
13 Q. And you report that because that's an important number to 
14 investors, correct? 

04:30:14 15 A. Yes. 
16 Q. You report the EPS results to investors for your third 
17 quarter 1999, right? 
18 A. Yes. 
19 Q. You reported EPS -- EPS, by the way, is earnings per 

04:30:24 20 share, right? 
21 A. That's right. 
22 Q. You reported EPS results because that was an important 
23 number for investors, correct? 
24 A. Yes. 

04:30:30 25 Q. And you reported the two-plus delinquency statistic or 

Aldinger - direct 
3010 

1 ratio to investors as well in this press release, didn't you? 
2 A. I don't know that. I would have to read that. 
3 Q. Take a look at the second page of the press release, page 
4 ending 430. Do you see the heading Credit Quality and Loss 

04:30:48 5 Reserves? 
6 A. I do. 
7 Q. Okay. Look at the last sentence there. It says, The 
8 managed delinquency ratio, paren, 60-plus days, was 4.89 
9 percent at September 30, compared with 4.72 percent at June 30 

04:31:06 10 and 4.96 percent a year ago. 
11 Do you see that? 
12 A. I do. 
13 Q. So you were reporting the two-plus delinquency ratio to 
14 investors in this press release, weren't you, sir? 

04:31:19 15 A. Yes. 
16 Q. And you did that because it was an important metric to 
17 investors, didn't you, sir? 
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1 THE CLERK: 02 C 5893, Jaffe v. Household 
2 International, Incorporated. 
3 MR. DROSMAN: Good morning, your Honor. 
4 MR. KAVALER: Good morning, your Honor. 

09:03:24 5 THE COURT: Good morning. 
6 Folks, we've already told the jury, but I have a 
7 naturalization proceeding I have to preside over right now. 
8 It should take about ten minutes. I'll be back here then and 
9 we'll start the proceedings at that time. I apologize, but 

09:03:34 10 there's nothing -- I tried to get out of it. There's no way I 
11 can get out of it. 
12 (Recess taken.) 
13 THE CLERK: 02 C 5893, Jaffe v. Household 
14 THE COURT: Ready for the jury? 

09:31:55 15 MR. BURKHOLZ: Your Honor, one issue before we rest 
16 today. We wanted a clarification from the Court on something. 
17 We have a statement of uncontested facts that the parties 
18 stipulated to as part of the March 30 PTO. Then we modified 
19 that on -- I'm sorry, January 30, 2009. Then we modified that 

09:32:17 20 on March 25, 2009. And the question is do we have to publish 
21 it to the jury since, in the document, it clearly says that 
22 the uncontested facts will become a part of the evidentiary 
23 record in the case. It may be read to the jury by the Court 
24 or any party. So before we rest, we wanted to understand the 

09:32:40 25 protocol of what we're supposed to do. 

3016 

1 THE COURT: Well, it's really a question of your 
2 trial strategy. I mean, I can say it's part of the record 
3 from now until the sun no longer comes up. If the jury 
4 doesn't know the stipulated facts, they can't take those facts 
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09:33:01 5 into account in their deliberations. So unless you feel that 

6 the facts have somehow come into -- come before the jury in 
7 some other way during the course of the trial, the only way to 
8 get them before the jury is to publish the stipulation to the 
9 jury. 

09:33:16 10 Now, most likely what I suspect is that some of those 
11 facts have already been testified to in one form or another 
12 and some haven't. And how you want to get the remainder of 
13 those facts to the jury is pretty much up to you. You're 
14 clearly entitled -- both sides are clearly entitled to publish 

09:33:36 15 all or any part of the stipulated facts you wish to publish to 
16 the jury. If you want me to publish the facts to the jury, I 
17 will do that, although why you as a trial attorney would want 
18 anyone else to publish facts to the jury is beyond me; but 
19 that's entirely up to you. 

09:33:53 20 MR. BURKHOLZ: Thank you, your Honor. 
21 MR. KAVALER: Your Honor, my only comment is I don't 
22 know what he has got in his hand there. I'm a little leery 
23 because I have a feeling this involves that same stipulation 
24 which has attached to it a document which has been revised 

09:34:05 25 several times, which is a listing of some statements which 

3017 

1 used to be called false statements and then became statements 
2 and has been the subject of a lot of controversy as to what 
3 the stipulation actually says. I would just like to know what 
4 it is before it gets read. 

09:34:18 5 MR. BURKHOLZ: It's the document that I gave to 
6 Mr. Kavaler on the 25th of March. It's the revised statement 
7 of uncontested facts. 
8 MR. KAVALER: That may well be the document he gave 
9 to me a month ago. I just would like to know before he reads 

09:34:32 10 it to the jury what it is because I have a bad feeling about 
11 this. 
12 MR. BURKHOLZ: Well, I don't know what the bad 
13 feeling is. we stipulated to the document. 
14 MR. KAVALER: Well, the bad feeling is we stipulated 

09:34:35 15 to what we stipulated to. And there have been a lot of 
16 manifestations to the fact that there's been a 
17 misunderstanding of what we stipulated to. 
18 It's the same document with the same schedule. I 
19 pass on what has transpired since then in light of what your 
20 Honor said last Friday, in light of the evidence. But all we 
21 ever stipulated to is -- this has been the subject of the 
22 normal conversation, is those statements were made by -- I'm 
23 sorry, I'm not reading from the stipulation. There are things 
24 we stipulated to. If you're going to read them in some other 
25 context such as the grouping and whatnot, we objected to it. 

3018 

1 we made that clear throughout. 
2 MR. BURKHOLZ: This is the document stipulated to. 
3 we attached only the documents we stipulated to on March 5, 
4 2009. There are other statements that came in in the case 
5 through Hayden-Hakes and Streem and Mr. Aldinger and the 
6 December 5 statement. They are not included in that 
7 attachment. Those are only the statements that Household made 
8 in their Ks and Qs and press releases, which have been 
9 stipulated to by the defendants. 
10 MR. KAVALER: The problem is -- here's the exact 
11 language of the stipulation he's talking about. It's 
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12 uncontested fact number 11, The, quote, in connection with the 
13 purchase or sale of any security, close quote, requirement is 
14 satisfied as to each statement set forth in Exhibit A, 
15 attached. 
16 As to certain other statements present at trial for a 
17 basis of their claims does not require the plaintiffs to prove 
18 or the jury to find that in connection with the -- there's no 
19 statement about accuracy. There's no statement about grouping 
20 anything other than what it says. It says what it says. If 
21 we're going to do that, it seems to me you have to explain to 
22 the jury what it means to be -- to satisfy the requirement of 
23 "in connection with." This is another example of no deed goes 
24 unpunished. We agreed to a lot of things because they're 
25 true, reserving the right to argue they're not relevant. 

3019 

1 Counsel has acted as though we have waived our rights. 
2 THE COURT: You're making this awfully complicated. 
3 Keep on going and you'll probably have me stipulating -- well, 
4 you have a stipulation of facts. If the stipulation that you 
5 both prepare is unintelligible to the jury, then either you 
6 can choose not to use it or you can sit down and try to work 
7 out a version that makes sense to the jury and still retains 
8 only what you agreed to and nothing more. If you can't work 
9 that out, I guess I'll try to work something out by virtue of 
10 making a ruling. 
11 Why don't you draft whatever you intend to say to the 
12 jury and show it to him and see if it -- see if he objects. 
13 As far as the stipulation that the requirement is 
14 satisfied, I don't think it's necessary because the rulings 
15 I've made so far are that we're not going to tell the jury 
16 anything about the "in connection requirement" because it's 
17 been stipulated to, therefore, they don't need to see that 
18 anything was done in connection or not in connection with the 
19 sale 
20 Why don't you put down in writing what it is you 
21 intend to read to the jury when you publish this and then 
22 we'll rule on something concrete and specific. 
23 MR. BURKHOLZ: Thank you, your Honor. 
24 (Brief recess.) 

09:54:03 25 THE COURT: I think we can actually maybe get 

Aldinger - direct 
3020 

1 started. 
2 Are you ready? 
3 MR. DROSMAN: Yes, your Honor. 
4 MR. KAVALER: Ready, your Honor. 

09:54:39 5 MR. MILLER: Judge, can we have the switch, please? 
6 (Jury in.) 
7 THE COURT: Good morning, ladies and gentlemen. I 
8 apologize for the delay, but a series of things seemed to 
9 intervene. But welcome back. We're ready to proceed now. 

09:55:48 10 Sir, you understand that you're still under oath. 
11 THE WITNESS: Yes, I do. 
12 THE COURT: Proceed, counsel. 
13 MR. DROSMAN: Thank you, your Honor. 
14 WILLIAM ALDINGER, PLAINTIFF'S WITNESS, PREVIOUSLY SWORN 
15 DIRECT EXAMINATION - Resumed 
16 BY MR. DROSMAN: 
17 Q. Mr. Aldinger, when we broke for the day yesterday, we were 
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discussing a press release. 

Do you recall that? 
A. I do. 
Q. And that was the press release Household International 
released on October 19, 1999? 
A. That's my recollection. 
Q. Do you have that in front of you, sir? 
A. I do. 

Aldinger - direct 
3021 

1 
2 
3 
4 

09:56:14 5 
6 
7 
8 
9 

09:56:23 10 
11 
12 
13 
14 

09:56:37 15 
16 
17 
18 
19 

09:56:46 20 
21 
22 
23 
24 

09:57:01 25  

Q. Okay. 
And that was for the third quarter of 1999; is that 

right? Household's results? 
A. I'm looking for it here, but I assume so. 
Q. Do you have the hard copy in front of you, sir? 
A. I do 

oh, it says third quarter. I see that. 
Q. And you were quoted in this press release; is 
A. That's right. 
Q. In the second paragraph of the press release, 
quoted; is that correct? 
A. That's correct. 
Q. And you said, "our quarter reflects excellent 
in all our businesses, with the key drivers being 
internal receivable and revenue growth," right? 
A. Yes. 
Q• Okay 

And this press release also contains financial 
results; doesn't it, sir? 
A. Yes, it does. 
Q. In fact, there's a chart at the back of the press release 
that sort of summarizes the financial results, correct? 
A. There is one, yes. 
Q. And your Chief Financial Officer, Mr. Schoenholz, would 
have reviewed the press release before it was issued by 

that right? 

you're 

performance 
accelerating 

Aldinger - direct 
3022 

1 Household International, correct? 
2 A. That's right. 
3 Q. And we also talked about how the press release contains 
4 Household International's two-plus delinquency statistics, 

09:57:12 5 correct? 
6 A. That's correct. 
7 Q. And you told me that the reason that the two-plus 
8 statistics are in the press release is because that was an 
9 important metric or number for investors, correct? 

09:57:21 10 A. That's correct. 
11 Q. And if you turn to -- do you have a document we looked at, 
12 as well, it's Exhibit 461? It's a memo to you from Mr. Gilmer 
13 dated January 18th, 1999. 
14 Do you have that in front of you? 

09:57:36 15 A. Yes, I do. 
16 Q. Okay. 
17 And this was a memo that Mr. Gilmer wrote to you 
18 regarding the operating results at HFC, correct? 
19 A. That's correct. 

09:57:45 20 Q. A results memo, right? 
21 A. Yes. A monthly memo. 
22 Q. And this wasn't the only monthly memo that you received 
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23 from Mr. Gilmer, was it? 
24 A. No, he would routinely send me monthly memos. 

09:57:57 25 Q. In fact, you received them in 2000, correct? 

Aldinger - direct 
3023 

1 A. Yes. 
2 Q. 2001, as well, right? 
3 A. Yes. 
4 Q. And if you'd turn to the page of that monthly memo that 

09:58:04 5 Mr Gilmer sent you ending 333. 
6 And the heading on the top of that page -- are you 
7 there yet? 
8 A. I'm not there yet. 
9 Q. Just let me know when you get there. 

09:58:25 10 A. I will. 
11 (Brief pause.) 
12 BY THE WITNESS: 
13 A. I'm there. 
14 BY MR. DROSMAN: 

09:58:34 15 Q. And you see the heading? It's underlined in a larger font 
16 at the top of the page? 
17 A. I do. 
18 Q. And it's entitled, "Key Performance Measures HFC Consumer 
19 Credit Quality." 

09:58:45 20 Do you see that? 
21 A. Yes, I do. 
22 Q. And, then, if you look, there's a box below that; and, at 
23 the top of the box, there's a heading "Two-Plus 
24 Delinquencies." 

09:58:52 25 Do you see that? 

Aldinger - direct 
3024 

1 A. Yes, I see that. 
2 Q. And you understood the two-plus delinquency was a key 
3 performance measure, don't you? 
4 A. It was a measure, yeah. 

09:58:59 5 Q. You don't understand it was a key performance measure? 
6 A. Well, it's important, but I don't know that I'd call it 
7 one of the key. The key for me would be reserves and revenues 
8 and expenses and things that hit the bottom line 
9 Q. You understood that Mr. Gilmer entitled it a key 

09:59:13 10 performance measure, right? 
11 A. Well, yes, he did, you're right. 
12 Q. Okay. 
13 And this was a memo that you received, right? 
14 A. Absolutely. 

09:59:19 15 Q. You read, correct? 
16 A. Yeah. 
17 Q. And you saw the two-plus delinquency, at least according 
18 to Mr. Gilmer, was a key performance measure, right, sir? 
19 A. Yes. 

09:59:27 20 Q. And Mr. Gilmer performed -- reported this key performance 
21 measure, the two-plus delinquency number, in the other growth 
22 memos that you received, right? 
23 A. I don't know. I'd have to see that. 
24 Q. Okay. 

09:59:38 25 Why don't we take a look at some other memos that 

Aldinger - direct 
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11 accrual timing and recognition differences are in keeping with 
12 FASB Statement of Concepts No. 3 concerning accrual accounting 
13 and expenses." 
14 Do you see that? 

10:31:06 15 A. Yes. 
16 Q. And you understand that the FASB Statement of Concepts No. 
17 3 is part of the generally accepted accounting principles or 
18 what we refer to as GAAP, right? 
19 A. I believe so. 

10:31:15 20 Q. Okay 
21 And, then, it continues: "The unique and complex 
22 terms of the UP and GM programs result in numerous deferred 
23 expenses and income." 
24 Do you see that? 

10:31:27 25 A. I do. 

Aldinger - direct 
3056 

1 Q. And the UP refers to Union Privilege, right? 
2 A. That's correct. 
3 Q. And the GM refers to General Motors, right? 
4 A. That's correct. 

10:31:34 5 Q. These were the -- these were two of the three credit card 
6 affinity relationships that Household ended up restating -- 
7 A. Yes. 
8 Q. -- several years later, correct? 
9 A. Actually, we didn't restate the credit card relationships. 

10:31:47 10 We restated the expenses related to those 
11 Q. Okay. 
12 A. -- whether they should be lumped in one place or spread 
13 out over several years. That was the issue. 
14 Q. Right. 

10:31:54 15 And those -- 
16 A. Yeah. 
17 Q. You restated the expenses related to the UP contract, 
18 correct? 
19 A. That's correct. 

10:31:59 20 Q. And the GM contract, correct? 
21 A. That's correct. 
22 Q. And, then, it continues: "In several cases, the timing 
23 and recognition of certain fees (expenses) differ materially 
24 from actual cash payments." 

10:32:13 25 Correct? 

Aldinger - direct 
3057 

1 A. That's what it says. 
2 Q. And this was a document, like you told me, that had been 
3 received by Household in 1998, correct? 
4 A. That's correct. 

10:32:20 5 Q. I'll show you what's been marked as Plaintiffs' Exhibit 
6 1248 for identification. 
7 (Document tendered to counsel and the witness.) 
8 BY MR. DROSMAN: 
9 Q. Mr. Aldinger, you recognize Plaintiffs' Exhibit 1248, 

10:32:58 10 right? 
11 A. Yes, I do. 
12 Q. And this was a presentation that you made, wasn't it? 
13 A. Yes, it was. 
14 Q. On December 4th, 2001, correct? 

10:33:05 15 A. That's what it says, yes. 
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16 MR. DROSMAN: Plaintiffs offer Exhibit 1248 into 
17 evidence. 
18 THE COURT: It's admitted. 
19 (Plaintiffs' Exhibit No. 1248 received in evidence.) 
20 BY MR. DROSMAN: 
21 Q. You made this -- these are PowerPoint slides, right? 
22 A. That's correct. 
23 Q. And what you do is you'd show up at this Goldman Sachs 
24 conference and you'd give a PowerPoint presentation to the 

10:33:24 25 folks there, right? 

Aldinger - direct 
3058 

1 A. That's right. 
2 Q. These were big institutional investors and analysts, 
3 right? 
4 A That's right. 

10:33:28 5 Q. Okay. 
6 And this was the presentation that you gave on 
7 December 4th, 2001, right? 
8 A. Certainly the front page of it. I haven't looked at the 
9 rest, but I assume it is. 

10:33:37 10 Q. You don't have any reason to believe that this is an 
11 inaccurate representation of what you gave? 
12 A. I would -- I don't. I don't have any reason to believe 
13 that. 
14 Q. Okay. 

10:33:45 15 Go ahead, if you would, and turn to the -- there's 
16 small print "PFG." Do you see that Bates number down at the 
17 bottom right? 
18 A. Yes, I do. 
19 Q. Turn to the page ending 158, if you would. 

10:34:05 20 And the top slide there -- 
21 A. I'm not there yet. 
22 Q. Okay. Let me know when you arrive. 
23 (Brief pause.) 
24 BY THE WITNESS: 

10:34:24 25 A. I'm there. 

Aldinger - direct 
3059 

1 BY MR. DROSMAN: 
2 Q. Okay. 
3 The top slide there, you ask the question, "Have 
4 Household's accounting policies impacted results?" Right? 

10:34:31 5 A. That's right. 
6 Q. And, then, you proceeded to answer that question to all of 
7 the investors and analysts present, correct? 
8 A. That's right. 
9 Q. And in the third bullet point, you wrote, "Chargeoff 

10:34:41 10 policies are appropriate for our target market and result in 
11 proper loss recognition," right? 
12 A. That's right. 
13 Q. And that's what you told folks, right? 
14 A. Yes. 

10:34:49 15 Q. And, then, you said, "All policies have been consistently 
16 applied and realistically report results," right? 
17 A. That's right. 
18 Q. And when you said "policies" there, you were telling folks 
19 about your accounting policies, weren't you? 

10:35:00 20 A. Yes. 
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04:27:00 25 Q Now, when you say 15,000 people in Consumer Lending, how 

Aldinger - cross 
3276 

1 many people worked for the entire company? 
2 A. About 33,000. 
3 Q. How many of those ultimately were you responsible for? 
4 A. 33,000. 

04:27:10 5 Q. Mr. Gilmer was responsible for how many? 
6 A. I believe about 15. 
7 Q. Okay. 
8 A. And I'm sure he'll tell me later I'm wrong, but I think 
9 I'm pretty close. 

04:27:18 10 Q. You're pretty sure about the 33,000. 
11 A. I am very sure about that. 
12 Q. And all the problems we've heard about for the last few 
13 weeks about things which counsel calls predatory lending, they 
14 weren't in the Credit Card Services Unit over there, were 

04:27:33 15 they? 
16 A. They were not. 
17 Q. They weren't in the Private Label Credit Card Unit over 
18 there, were they? 
19 A. They were not. 

04:27:38 20 Q. They weren't in the Auto Finance Unit over here, were 
21 they? 
22 A. No, they weren't. 
23 Q. They weren't in the Mortgage Services Unit over here, were 
24 they? 

04:27:45 25 A. No. 

Aldinger - cross 
3277 

1 Q. And they weren't in the International Unit over here, were 
2 they? 
3 A. That's right. 
4 Q. All the testimony in this case about those problems is 

04:27:50 5 centered on Consumer Lending Unit. 
6 A. That's correct. 
7 Q. And what were your responsibilities with regard to all of 
8 these businesses, Mr. Aldinger? 
9 A. well, if I looked at dividing my time, basically I would 

04:28:14 10 manage the operating managers of those businesses. The guys 
11 who ran the businesses would report to me. 
12 I'd also work with the staff units, the CFO, who 
13 worked on all of our financials; the head of human resources, 
14 who looked at all the people issues throughout the company; 

04:28:31 15 our technology department, which, as I mentioned, was very 
16 large. We spent $500 million a year on that. And then our 
17 general counsel would report to me as well. 
18 So those are my internal duties. And then my what I 
19 call my external duties would be working with the board of 

04:28:47 20 directors, working with investors, working with rating 
21 agencies, working with sometimes legislative and regulatory 
22 bodies as well. 
23 And so I was sort of 30 percent outside and 
24 70 percent inside. 

04:29:01 25 Q. And Mr. Aldinger, did you from time to time communicate 

Aldinger - cross 
3278 
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1 with all of your employees at one time? 
2 A. I did. 
3 Q. Let me show you what's been marked as Defendants' 321, 
4 copy to counsel, copy to you, Mr. Aldinger. It's headed 

04:29:27 5 Household International Statement of Business Principles. Do 
6 you know what that is? 
7 A. Excuse me. Sorry. 
8 Yes, it's the Household International Statement of 
9 Business Principles. 

04:29:43 10 Q. And is this sent out over your name to all employees? 
11 A. Yes, it is. 
12 Q. How frequently? 
13 A. I believe it's annually. 
14 Q. why? 

04:29:52 15 A. Because we want to remind them of our core values. 
16 Q. And your core values are set forth in this document? 
17 A. Yes, they are. 
18 MR. KAVALER: Your Honor, I offer 321, Defendants' 
19 321 in evidence. 

04:30:06 20 THE COURT: It will be admitted without objection. 
21 (Defendants' Exhibit 321 received in evidence.) 
22 MR. KAVALER: Thank you, your Honor. 
23 BY MR. KAVALER: 
24 Q. Now, Mr. Aldinger, let's just look through the first page 

04:30:14 25 of this, and I think we'll be at quitting time. 

Aldinger - cross 
3279 

1 "Dear fellow employee." Did this go to all 33,000 
2 people? 
3 A. Yes, it did. 
4 Q. And it came from you? 

04:30:22 5 A. Yes. 
6 Q. "Dear fellow employee: The most valuable assets of 
7 Household International and its subsidiaries (the 
8 'corporation') are its people and the principles for which 
9 they and the corporation stand. The character of our 

04:30:37 10 employees past and present, together with the corporation's 
11 philosophies, have earned the corporation the highest of 
12 reputations since Household Finance Corporation's founding 
13 more than 100 years ago. It is this reputation for integrity 
14 that is the basis for all our business endeavors. It is the 

04:30:56 15 result of continued dedication and commitment to the highest 
16 ethical standards in our relationships with each other, with 
17 individuals outside the organization, and with other 
18 organizations. 
19 "As a corporation sensitive to the human and social 

04:31:10 20 impact of our operations and by resolution of Household 
21 International, Inc. board of directors, 'it is the policy of 
22 the corporation to conduct its business in full compliance 
23 with the laws and regulations of every community in which it 
24 operates and to adhere to the highest ethical standards. To 

04:31:30 25 these ends, the officers, employees and agents of the 

Aldinger - cross 
3280 

1 corporation and subsidiary companies are expected and directed 
2 to manage the business of the corporation with complete 
3 honesty, candor and integrity.' 
4 "As you work for Household International, Inc. or a 

04:31:47 5 subsidiary company, we entrust our reputation to you. Our 
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22 re-aging after you read the Barron's article? That really 
23 wasn't true; was it, sir? 
24 A. I didn't say that. 

12:00:30 25 Q. Okay. 

Aldinger - redirect 
3407 

1 You knew investors were nervous about re-aging after 
2 you read the Barron's article; didn't you, sir? 
3 A. Investors were concerned about a number of issues raised 
4 in the Barron's article. 

12:00:37 5 Now -- 
6 Q. And when you read the Barron's article -- 
7 A. -- I'd like to re-read it because, again, the thing that 
8 stands out in my mind is what I referred to about the 
9 accounting policy changes. That's what I focused on for 

12:00:49 10 Goldman Sachs. That was the most important thing for me 
11 Now, if I could read the article and be -- get 
12 specific about what you're referring to, I'd like to see it. 
13 It would help me be more effective. 
14 Q. Sir, I'm not asking -- 

12:00:59 15 A. It's nine years ago. 
16 Q. -- you about the article. 
17 I'm asking you after you read the article, you 
18 understood that investors were nervous about re-aging, right? 
19 A. Yes, I did. 

12:01:07 20 Q. Okay. 
21 You were worried about the investors' reaction to the 
22 Barron's article; weren't you, sir? 
23 A. Absolutely. 
24 Q. So, you did this Goldman Sachs dog and pony show; and, 

12:01:22 25 then, you go ahead and you call up the Chairman of KPMG, 

Aldinger - redirect 
3408 

1 right? 
2 MR. KAVALER: I object to the form, your Honor. 
3 I object to the form. 
4 THE COURT: What form is that? 

12:01:33 5 MR. KAVALER: "Dog and pony show." 
6 THE COURT: Sustained. 
7 BY MR. DROSMAN: 
8 Q. You did a presentation at Goldman Sachs; didn't you, sir? 
9 A. Yes, I did. 

12:01:41 10 Q. And, then, you call the Chairman of KPMG, correct? 
11 A. Actually, no. 
12 Q. You didn't call up the Chairman of KPMG? 
13 A. No. I think he -- I think he -- called me, is -- I think 
14 he called me. 

12:01:52 15 Q. Okay 
16 If you would, turn to your deposition testimony, 
17 Pages 30 -- Page 39. 
18 A. Okay 
19 Page 30? 

12:02:06 20 Q. Page 39. 
21 A. 39. 
22 Q. Look at 39, at Line 3. 
23 Question: "when you retained KPMG, was there a 
24 meeting that was held?" 

12:02:20 25 Answer: "I think it was more a phone call from me to 
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Aldinger - redirect 

3409 

1 the Chairman of KPMG, in my recollection, who was Gene 
2 O'Kelly. And, then, they made the rest of arrangements of 
3 picking the partners, picking the people who would do it, 
4 defining the thing and working with Dave and whoever they 

12:02:36 5 needed to work with in the businesses. 
6 "At that point, I backed out of it. I was not 
7 involved in the study at all until it was completed." 
8 Do you see that? 
9 A. I do. 

12:02:47 10 Q. I read that correctly, right, sir? 
11 A. You did. 
12 I was wrong. I'd forgotten. 
13 Q. This was in 2003, right? 
14 A. It would have been early 2003. 

12:02:56 15 Q. Okay. 
16 And your memory was better -- 
17 A. I'm sorry, no, it would have been early 2002. 
18 Q. No, I'm talking about the deposition. All right? 
19 A. Oh, the deposition. 2003. 

12:03:05 20 Q. So, you personally called the Chairman of KPMG, right? 
21 A. Yes. 
22 Q. And the KPMG Chairman's name was Gene O'Kelly, right? 
23 A. That's correct. 
24 Q. And you told Mr. O'Kelly, "Give us some facts on 

12:03:19 25 re-aging," didn't you? 

Aldinger - redirect 
3410 

1 A. That's what it says. 
2 Q. Sir, I'm not referring to any document. I'm just asking 
3 you a question. 
4 You told Mr. O'Kelly, "Give us some facts on 

12:03:29 5 re-aging," didn't you? 
6 A. I need to look at that. 
7 Where -- would you refer me back to where you were 
8 reading here? 
9 Q. Sir, I'm asking you a question. I'm not referring to a 

12:03:37 10 document. Do you understand that? 
11 A. Well, then, let me tell you, basically, Gene O'Kelly, I 
12 asked -- 
13 MR. DROSMAN: Your Honor, I move to strike. 
14 THE COURT: It will be stricken. 

12:03:44 15 Just listen to the question, sir, and try to answer 
16 the question you're being asked, as specifically as you 
17 possibly can. 
18 BY MR. DROSMAN: 
19 Q. And you told Mr. O'Kelly when you called him on the 

12:03:54 20 phone -- he's the Vice-Chairman of KPMG -- "Give us some facts 
21 on re-aging"? 
22 That's what you told him, right? 
23 A. I'm looking for that to refresh my recollection. 
24 Q. Sir, can you answer the question? 

12:04:06 25 A. Would you -- where is it here (indicating)? I want to -- 

Aldinger - redirect 
3411 

1 Q. Sir, I'm asking you a question. I'm not referring to a 
2 document. Okay? I'm asking you a question. 
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1 THE COURT: If there's an objection, you have to 
2 wait, and when I'm telling you to wait, you have to wait. 
3 Now your objection, please. 
4 MR. KAVALER: Objection to the form of the question. 

01:28:12 5 He transposed the witness's statement "I don't know that I'd 
6 say that" into a "you don't know that they'd say that." 
7 THE COURT: Well, I'll overrule the objection at this 
8 point in time, but just ask questions. 
9 MR. DROSMAN: Sure. 

01:28:23 10 THE COURT: You don't need to repeat the answers. 
11 MR. DROSMAN: That's fine, your Honor. 
12 BY MR. DROSMAN: 
13 Q. You know that KPMG didn't validate any of the information 
14 contained in here, right? 

01:28:30 15 A. That's my impression. 
16 Q. Okay. Instead they accepted Household's representations, 
17 right? 
18 A. I suppose. I guess that's right. 
19 Q. well, sir, I don't want you to guess. 

01:28:41 20 A. Well -- 
21 Q. They accepted Household's representations, didn't they? 
22 A. I believe they did. 
23 Q. So you provided KPMG with information about the re-aging 
24 practices, and they wrote it down, right? 

01:28:50 25 A. That's what it looks like. 

Aldinger - redirect 
3435 

1 Q. Turn to page ending 223. 
2 A. Are we going to put it up? 
3 Q. You see these are overall observations. You remember you 
4 reviewed this with Mr. Kavaler yesterday? 

01:29:20 5 A. Yes, I do. 
6 Q. You testified you took great comfort in these overall 
7 observations. Do you remember that? 
8 A. I do. 
9 Q. Okay. So let's take a look at the second bullet point 

01:29:28 10 down. It says, "Except as described herein, Household 
11 International policies are consistent with peer practices." 
12 Do you see that? 
13 A. Yes. 
14 Q. So you must have read that, right? You did read that, 

01:29:39 15 didn't you? 
16 A. Yes, I did. 
17 Q. On March 12th, 2002, is that right? 
18 A. Yes, I did. 
19 Q. 9:00 a.m.? 

01:29:45 20 A. At some point, yes. 
21 Q. At some point around that? 
22 A. Maybe 9:05. 
23 Q. And you must have read that and said, well, except as 
24 described herein, what does that mean, right? 

01:29:54 25 A. Absolutely. 

Aldinger - redirect 
3436 

1 Q. Okay. And then you looked at the information that we just 
2 looked at to determine what wasn't consistent with Household's 
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3 peers, right? 
4 A. That's not my recollection. 

01:30:04 5 Q. You didn't do that, right? 
6 A. No, I think it's -- I think it's in the summary. 
7 There's -- they answer their comment there, as I recall. So I 
8 think if we go later in this document, we'll have an answer to 
9 that. 

01:30:17 10 Q. Where Household's policies were not consistent with its 
11 peers? 
12 A. Yeah, I believe there's a short comment on that is my 
13 recollection if we could find it. 
14 Q. So March 12th, 2002, was significant for a reason other 

01:30:33 15 than the fact that KPMG provided you with this benchmarking 
16 study, right? 
17 A. Well, it was a board meeting. 
18 Q. And there was a 10-K that you filed on that day? 
19 A. I didn't remember it was filed exactly on that day, but 

01:30:47 20 Q. You provided your annual report to investors on that day, 
21 didn't you, sir? 
22 A. I didn't remember that, but I'll accept that. 
23 Q. You signed that report, didn't you? 
24 A. Absolutely. 

01:30:55 25 Q. And you reviewed it before you signed it, didn't you? 

Aldinger - redirect 
3437 

1 A. I did. 
2 Q. You looked at every page, didn't you, sir? 
3 A. Well, I looked at every -- mostly, yes. 
4 Q. Were there some pages you skipped, sir? 

01:31:03 5 A. No, I looked at every page. 
6 Q. Okay. Why don't I show you what's been marked as in 
7 evidence as Defendants' Exhibit 852. 
8 A. Are we done with the other one? 
9 Q. For the time being. You can put it aside. 

01:31:38 10 You understand that this was the 10-K that Household 
11 filed on March 12th, 2002, is that right? 
12 A. I do. 
13 Q. Okay. And you signed it, you said? 
14 A. Yes, I did. 

01:31:51 15 Q. And if you'd turn with me, would you, to page ending 798. 
16 Are you on page 798? 
17 A. I'm almost there. 
18 Q. Okay. 
19 A. I'm at 798. 

01:32:25 20 Q. You see the second paragraph of text, do you see that? 
21 A. I do. 
22 Q. And it reads, "Our policies for consumer receivables 
23 permit reset of the contractual delinquency status of an 
24 account to current, subject to certain limits, if a 

01:32:43 25 predetermined number of consecutive payments has been received 

Aldinger - redirect 
3438 

01:32:53 

1 and there is evidence that the reason for the delinquency has 
2 been cured." 
3 Do you see that? 
4 A. I do. 
5 Q. And there Household was setting forth its re-aging 
6 policies, right? 
7 A. That's one of them. 
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8 Q. I'm sorry? 
9 A. Yeah, that's one of them, I assume. 

01:33:02 10 Q. What do you mean that's one of them? 
11 A. One of the statements in there. I assume there are more 
12 than one statement in the whole document. 
13 Q. That was the policy that Household told investors that you 
14 used to re-age loans, right? 

01:33:12 15 A. That's what it says. 
16 Q. Okay. You needed two things, correct? 
17 A. That's what it says. 
18 Q. You needed consecutive payments, right? 
19 A. That's what it says. 

01:33:20 20 Q. And consecutive, you understand that means more than one, 
21 don't you, sir? 
22 A. I think I do. 
23 Q. Okay. So at least two, right? 
24 A. Right. 

01:33:26 25 Q. Okay. And then you told investors that the reason for the 

Aldinger - redirect 
3439 

1 delinquency has been cured. You wouldn't re-age a loan unless 
2 that happened, right? 
3 A. That's what it says. 
4 Q. Well, that's what you told investors, right? 

01:33:36 5 A. Well, I signed the document, so I'm accountable for what's 
6 in it; but I have to say that in reading that, I didn't 
7 micromanage what those little pieces said. 
8 I relied on the input from the people who do this 
9 every day and the process we put in place; but I'm accountable 

01:33:54 10 because I signed it, but I can assure you that I didn't, you 
11 know, I didn't focus on the detail of this. 
12 Q. You didn't focus on the detail -- you didn't focus on the 
13 detail of this re-aging, is that your testimony, sir? 
14 A. That's correct, like I read -- what I focused on are the 

01:34:13 15 large financial issues the most and the C and D we do to the 
16 investment community, and I look at the rest and I read the 
17 rest; but I certainly don't, you know, look at that in detail 
18 and try to contrast it with something to see if it's right. 
19 Q. Okay. So you weren't focused on the re-aging policies 

01:34:30 20 when you put together the 10-K, right? 
21 A. I wasn't focused on the details of that. I relied on our 
22 team to do it. We have a full financial team. We have a full 
23 back-up of people who do this, and it's looked at by our 
24 outside auditors as well before I sign it. And so I relied on 

01:34:47 25 the expertise of people who do this for a living, but I'm 

Aldinger - redirect 
3440 

1 accountable because I signed it. 
2 Q. This was the nitty-gritty, right, sir? Is that right? 
3 A. Look at the size of the report. Do you expect me to know 
4 every word of the report and memorize it? 

01:35:01 5 Q. Well, for $24 million, sir, aren't you expected to know 
6 what's in the report? 
7 A. I know what's in the report generally, but I'm not -- I'm 
8 not knowledgeable about these kinds of details to the nth 
9 degree. I'm just not knowledgeable to this level. 

01:35:13 10 Q. Right, because you just went out and commissioned a big 
11 benchmarking study through KPMG, right? 
12 A. And I got a response that was helpful to me and the board, 
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13 yes. 
14 Q. Right, and you didn't read, according to your testimony, 
15 some of the report that you received from KPMG? 
16 A. That's correct, that's correct. I went with the 
17 high-level view. 
18 Q. Right. Some of the report that would have been directly 
19 relevant to this particular 10-K, right, sir? 
20 A. Yes. 
21 Q. okay. So you also said that you had to have evidence that 
22 the reason for the delinquency had been cured, right? 
23 A. That's what it says. 
24 Q. And you didn't tell investors that you actually re-aged 
25 with one payment, did you? 

01:35:24 

01:35:33 

01:35:46 

Aldinger - redirect 
3441 

1 A. Not there. 
2 Q. You didn't tell investors that you actually re-aged 
3 automatically, did you? 
4 A. It doesn't say that. 

01:35:55 5 Q. okay. You know that this was materially false and 
6 misleading, don't you? 
7 A. I understand it was incorrect at the time. 
8 Q. My question is, sir, you understand that this is 
9 materially false and misleading, correct? 

01:36:09 10 A. You could say that. 
11 Q. No, sir. I'm asking you a question. 
12 Do you understand that this is materially false and 
13 misleading? 
14 A. I'll accept that characterization. 

01:36:21 15 Q. Is that a yes, sir? 
16 A. Yes. 
17 Q. Let's take a look at a document that's Exhibit 1267 for 
18 identification, Plaintiffs'. 
19 You know what this is, right, sir? 

01:36:54 20 A. Yes, I do. 
21 MR. DROSMAN: This is Plaintiffs' Exhibit 1267. We 
22 move it into evidence if it's not already in. 
23 It's in evidence, your Honor. I apologize. 
24 BY MR. DROSMAN: 

01:37:09 25 Q. This is your 10-K/A, right? 

Aldinger - redirect 
3442 

1 
2 
3 
4 

01:37:17 5 
6 
7 
8 
9 

01:37:29 10 
11 
12 
13 
14 

01:37:41 15 
16 
17 

A. That's correct. 
Q. And the 10-K stands for 10-K, and the A stands for 
amended, right? 
A. That's correct. 
Q. This is a 10-K that you filed in March of 2003, right? 
A. That's correct. 
Q. okay. And it contains some different information about 
your re-aging, doesn't it? 
A. Yes, it does. 
Q. It contains the correct in formation, doesn't it? 
A. It contains revised and co rrect information. 
Q. okay. And you waited a ye ar, right, because this is 
March 19th, 2003, is that righ t? 
A. It is. 
Q. So you waited a year to to 11 investors the truth about 
your re-aging, is that right, sir? 
A. That's when we filed the return. I guess that would be 
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21 cards. 
22 That falls at his door, too, doesn't it, ladies and 
23 gentlemen? But let's not think he's just a bean counter and 
24 that's the only thing he's responsible for. We saw his 

09:17:57 25 involvement in predatory lending, didn't we, ladies and 

Dowd - closing 
4437 

1 gentlemen? He's one of the two guys, him and Aldinger, that 
2 met with Andrew Kahr when they needed growth. He was one of 
3 the two guys that met with him. He was one of the two people 
4 with Mr. Gilmer that was in charge of Mr. Kahr's initiatives. 

09:18:11 5 And we'll talk about those later on this morning. 
6 But he was deeply involved in predatory lending. And 
7 he knew it was bad, didn't he, ladies and gentlemen? How did 
8 we know he knew it was bad? Because in March of 2001, he 
9 ordered the destruction of the Kahr memos, didn't he? That 

09:18:27 10 tells you what's going on in his head, doesn't it? 
11 He knew about the predatory lending. There's no 
12 question about that. 
13 And then beyond that, ladies and gentlemen, he lied. 
14 He lied to investors and he did it at times in spectacular 

09:18:43 15 fashion. We'll talk about it as we go through this case. But 
16 the 2001 10-K that came out in March of 2002, we spent a lot 
17 of time talking to you about that. They start to explain 
18 their re-aging. 
19 In their Qs, in their Ks is the first time it 

09:19:00 20 appears, and they say consecutive payments and the reason for 
21 the delinquency has been cured. Okay? Ladies and gentlemen, 
22 you saw the evidence in this case. Mr. Schoenholz knew that 
23 wasn't true. He knew it wasn't true when he signed that 10-K. 
24 It was a lie, ladies and gentlemen. He and Mr. Aldinger 

09:19:18 25 signed it. And we'll talk about that again. 

Dowd - closing 
4438 

1 And then again, April 2002, he tells you, oh, we 
2 wanted to get more information about re-aging to our 
3 investors. But when he went out there and he's talking to 400 
4 people and God knows how many other people that are watching 

09:19:34 5 on TV, you know what, ladies and gentlemen, he lied. He lied 
6 about his multiple re-ages. 
7 He gave phony numbers. He left out $3 billion in 
8 loans that had been re-aged multiple times. And then he came 
9 back and he talked about recidivism, about multiple re-ages 

09:19:51 10 and how people did after they got re-aged. Remember he tried 
11 to leave those people with the impression that it was this 
12 bump-in-the-road concept. We helped a guy over the bump in 
13 the road and then he was able to make his payments after that, 
14 but he lied. He lied. 

09:20:05 15 We saw the documents that showed the numbers were 
16 much higher than Mr. Schoenholz told that day in terms of the 
17 people that got re-aged again. And we'll go back over that. 
18 But these are spectacular lies, ladies and gentlemen. They're 
19 unbelievable that they thought they could get away with this. 

09:20:22 20 So when you think about Mr. Schoenholz, don't just 
21 stick him in the accounting. He's in it up to his eyeballs in 
22 the re-aging and predatory lending, isn't he? 
23 Let's talk about Mr. Gilmer. Mr. Gilmer came into 
24 this courtroom, he sat on this witness stand, and he wanted 

09:20:38 25 you to think he was the personification of the American dream, 

Page 6 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 71 of 104 PageID #:81130



TT090430.txt 

Dowd - closing 
4439 

1 didn't he? He wanted to tell you about how he started out as 
2 an account executive down in South Carolina and he fought his 
3 way all the way to the top until he was running a $40 billion 
4 business, and he wanted you to think that. American dream. 

09:20:54 5 But you know what, ladies and gentlemen? Then he got 
6 on the witness stand and he started saying other stuff. He 
7 started telling you he believed in the company and that's why 
8 he bought the stock. But, ladies and gentlemen, we showed you 
9 he wasn't buying stock. Those were stock options that he got 

09:21:10 10 for free as part of his compensation. 
11 What he really did during the relevant time period 
12 was sell. He profited $3 million in stock sales. When he got 
13 up and he told you he believed in the company and bought 
14 stock, that was a lie in this courtroom, wasn't it, ladies and 

09:21:27 15 gentlemen? 
16 I mean, I'm not the smartest guy in the world, I'll 
17 be the first to admit it, but we all see through that, don't 
18 we? We understand. He's trying to paint a picture, but the 
19 picture isn't true, is it? Think about it, ladies and 

09:21:40 20 gentlemen. He's a salesman. He couldn't wait to get on that 
21 witness stand. You know why? Because salesmen sell. They 
22 sell a nice act to most. And he tried to sell you that story, 
23 but we showed you that that story wasn't true, that it was a 
24 lie. It may have a been a sales pitch like effective rate, 

09:21:58 25 but it wasn't the truth, ladies and gentlemen. 

Dowd - closing 
4440 

1 And what did he say? We saw the real Gary Gilmer who 
2 set growth objectives that were unreachable for his people, 
3 and he forced them to reach those levels, didn't he? And he 
4 forced them, by doing that, to cross the line again and again 

09:22:16 5 with these predatory practices and he knew, didn't he, ladies 
6 and gentlemen? That was the real Mr. Gilmer. 
7 But what about my clients? They didn't get the 
8 American dream out of this company. This is a nightmare. The 
9 stock went from 60 or 70 all the way down to 28. I mean, 

09:22:33 10 they're the ones that lost money. They're the ones that got 
11 hurt. And let's talk about some of the other people, the 
12 collateral damage caused by these defendants. 
13 You saw Mr. Schneider come in here. He seemed like a 
14 nice enough guy. He testified for the company. At the end of 

09:22:49 15 the day, he said they made me a scapegoat. Everybody knew 
16 about these regulator reports, but they forced Schneider to 
17 retire. I mean, you've got to be kidding me. The guy was a 
18 scapegoat just like he said. They needed to dump stuff on 
19 somebody. That's the kind of people you're dealing with. 

09:23:08 20 Think about Elaine Markell, ladies and gentlemen. 
21 She wanted to have a piece of that American dream, too, didn't 
22 she? She lands this great job at Household. It's going to be 
23 fantastic for her. And she gets in trouble. 
24 Why does she get in trouble, ladies and gentlemen? 

09:23:21 25 Because she has the audacity to want to tell the truth. Think 

Dowd - closing 
4441 

1 about that. All she wanted to do was tell the truth. And 
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2 instead they told her, no, no, no. At this company, you've 
3 got to fudge the numbers. She told you -- all these people, 
4 Friedrich reported directly to Schoenholz, and they said they 

09:23:42 5 set these targets for the delinquency numbers of two-plus and 
6 you had to reach them or else. It was their way or the 
7 highway, wasn't it, ladies and gentlemen? That's what was 
8 going on here. 
9 And she even appealed directly to Mr. Schoenholz and, 

09:23:55 10 you know, it was funny. I asked him, did anybody ever tell 
11 you you were using the re-aging to mask your delinquency? And 
12 he hesitated on the witness stand, you know? He knew Markell 
13 was coming and he had to say, okay, Elaine Markell told me 
14 that. 

09:24:09 15 She told him, ladies and gentlemen, and it didn't 
16 matter because Mr. Schoenholz knew. He knew they were using 
17 the re-aging and these other concealment techniques to mask 
18 the two-plus numbers, to mask how bad their loan quality was. 
19 He understood that. He didn't need Elaine Markell to tell him 

09:24:27 20 that. 
21 And what happened to her? Because she wanted to tell 
22 the truth to a rating agency, these guys put her in the 
23 penalty box. She wasn't allowed to go to that meeting, was 
24 she? why? Because she wanted to tell the truth. These are 

09:24:43 25 the kind of issues we're dealing with, ladies and gentlemen, 

Dowd - closing 
4442 

1 and that's sort of a big picture. 
2 what I'd like to do is start in the nitty-gritty. 
3 Let's talk a little bit about some of the timing of some of 
4 the events that you've heard in this case. 

09:25:07 5 So we put together, ladies and gentlemen, a timeline 
6 that just sort of walks through some of the issues in this 
7 case. So let's talk about that a little bit. we start out 
8 here, ladies and gentlemen, in December 1998, and we talked 
9 about this time frame, didn't we? 

09:25:23 10 we talked about the fact that in December 1998, you 
11 know, Gilmer is there, he's worried about growth and, in 
12 particular, he's worried about the stock price, isn't he? He 
13 wants to drive that stock price up. And those are those two 
14 memos that you saw. I showed them in the opening statements. 

09:25:42 15 And you'll have all the exhibits back in the jury room. 
16 You'll be able to look at them and see them for yourself. I 
17 won't go through them again. 
18 And Aldinger and Schoenholz in this time frame, late 
19 '98/early '99, they also bring in Andrew Kahr, the 

09:25:54 20 opportunistic growth specialist I think is how they describe 
21 him. So they bring Mr. Kahr in. These guys' job is to do one 
22 thing, it's to drive growth. That's what they're trying to 
23 do. 
24 Let's think about that. what did they do? well, 

09:26:07 25 ladies and gentlemen, they had everybody engage in predatory 

Dowd - closing 
4443 

1 practices. That's the evidence you've heard in this case. 
2 That's what drove that growth. It wasn't good, solid work. 
3 It wasn't a hustle. It was predatory practices. 
4 Let's just take a look at one document that we used 

09:26:23 5 early on in the case, I believe, that talks about the quality 
6 assurance and control back in 1999. And if we cold look at 
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7 Plaintiffs' 717. 
8 Plaintiffs' 717 was an internal audit plan that was 
9 given to Mr. Schoenholz. He admitted that he read these 

09:26:40 10 internal audit plans every year. And what does it tell us? 
11 It tells us about their plan for the year coming in. And they 
12 say during the first quarter of 1999, HFC will transfer branch 
13 audit and training responsibilities to the district sales 
14 managers from the quality assurance and control group. 

09:27:03 15 okay. They say that QAC has been performing these 
16 functions, this audit and training. That had been done by 
17 quality people, by quality assurance people. But now who are 
18 they going to turn this over to? They're going to turn it 
19 over to the DSMs, to the sales guys. That's who is going to 

09:27:22 20 be responsible for audit? That's who is going to be 
21 responsible for training? 
22 But we know what happened with that. Guys like 
23 Dennis Hueman got put in charge of training, didn't he? So 
24 let's take a look. 

09:27:34 25 what did they tell Mr. Schoenholz back here in the 

Dowd - closing 
4444 

1 beginning of the relevant time period or before the relevant 
2 time period? They said the transfer of these audit 
3 responsibilities back to DSMs creates additional risk, as 
4 aggressive 1999 loan growth objectives can operate in direct 

09:27:49 5 contrast to loan quality objectives. 
6 what are they telling you? They're telling you, if 
7 you give the sales guys control of audit and training, you 
8 know what, you're going to have problems with loan quality 
9 because those guys, they're the sellers. They're not worried 

09:28:07 10 about how good the loan is. They just want to sell it. 
11 Because under Mr. Gilmer's scheme, they are going to 
12 get paid to make loans, aren't they? And they don't just tell 
13 this to Mr. Schoenholz once, they tell it to Mr. Schoenholz 
14 twice. Go a little later in the document and it says, in 

09:28:21 15 early, I think it's 1999, the QAC audit and training will be 
16 transferred to the DSMs following DSM training and 
17 certification. The transfer of these responsibilities back to 
18 the DSMs creates additional risk in the branches because loan 
19 growth objectives can operate in direct contrast to loan 

09:28:43 20 quality objectives. 
21 So what are they telling Mr. Schoenholz here, ladies 
22 and gentlemen? what was the message that he got? The message 
23 was you've got aggressive 1999 loan growth objectives. We 
24 know where those came from. Mr. Gilmer, right? All his 

09:28:58 25 direct reports are supposed to tell him how much you grew last 

Dowd - closing 
4445 

1 month, how much are you going to grow next month? He's the 
2 guy who set these aggressive growth targets. 
3 And now they're saying at the same time, Schoenholz, 
4 Aldinger and Gilmer, they're going to transfer the auditing 

09:29:12 5 and the training to the sales guys, and they say that's a 
6 risk. Sales guys don't care about loan quality. Sales guys 
7 care about making loans because Mr. Gilmer is going to give 
8 them compensation based on the number of loans. Think about 
9 that, ladies and gentlemen. This wasn't an asset. They were 

09:29:29 10 being told way back when this is a problem for you. 
11 And so what happens, ladies and gentlemen? Let's 
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12 take a look at the chart. You bring these guys in, get rid of 
13 stuff like QAC; you leave it in other people's hands. What 
14 happens? You have Lew Walter out there. He's doing the 

09:29:47 15 effective training. He did it in five of the six regions of 
16 the country that year, didn't he? That's because they let it 
17 happen, ladies and gentlemen. They put the foxes in charge of 
18 the hens. It's that simple. Didn't they? 
19 So what ends up happening? These practices, these 

09:30:01 20 predatory practices that we've been talking about, they start 
21 to take root, don't they? And that's what drives their 
22 growth. It's the predatory practices that drive their growth 
23 upwards that allows them to report higher and higher income 
24 and EPS, isn't it? 

09:30:16 25 And so what happens? Investors, Wall Street people 

Dowd - closing 
4446 

1 look at that and they see these things start to take root. 
2 They just see the growth. They don't know it's being 
3 generated by the foxes in charge of the henhouse, do they? 
4 So what happens? The stock price goes up, ladies and 

09:30:32 5 gentlemen. They just go flying up when you get to 2000. Once 
6 they start re-aging and these predatory practices, they show 
7 growth and the stock just goes jetting up. I mean, it hits as 
8 high as something like 68, $69, and it started down here in 
9 the 40s. 

09:30:49 10 So think about that, ladies and gentlemen. It took 
11 root. And once those predatory practices took root, they were 
12 able to make more loans, weren't they? Effective rates trick 
13 people. You get them to take a loan they shouldn't have 
14 taken. Okay. And that's what drives that growth and that's 

09:31:05 15 what drives the stock price up. 
16 So, ladies and gentlemen, you say to yourself, well, 
17 you know, that's great. You know, plaintiffs' counsel is 
18 telling me that's what happened. Well, let's take a look at 
19 what the multistate working group of attorney generals told 

09:31:19 20 them in the summer of 2002. It just ain't me, ladies and 
21 gentlemen. It's not just me. 
22 Let's look at what the AGs told them. And you'll 
23 recall this is Plaintiffs' Exhibit 550, and it's dated August 
24 of 2002. It was a letter from David Huey up in the Washington 

09:31:38 25 attorney general's office on behalf of -- I think it's 13 or 

Dowd - closing 
4447 

1 15 attorney generals that are investigating Household. 
2 And he writes a letter. It goes to Ms. Curtin and 
3 it's forwarded on to others at the company, including 
4 Ms. Sodeika, who was here, Ms. Hayden-Hakes, Mr. Detelich. 

09:31:54 5 And what does he say on the last page of this exhibit? He 
6 tells them, We note that several of the most insidiously 
7 deceptive sales practices which attracted regulatory attention 
8 to Household, practices at the outset, relate to products and 
9 practices initiated by Household in 1999. 

09:32:13 10 1999, that's when they started engaging in what he 
11 calls insidiously deceptive sales practices. Then he says, 
12 Industry figures indicate that since 1999, Household's 
13 originations have nearly doubled. The number of loans they 
14 made, the number of deceptive loans they made, the number of 

09:32:31 15 predatory loans they made have doubled after these practices 
16 got put in place in '99. And he says, almost assuredly the 
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17 misleading sales practices the states have identified have 
18 contributed to that growth. 
19 It's not just us, ladies and gentlemen. It's not 
20 just us. They were telling these guys, look, we investigated 
21 it. we see what happened here. You put in these deceptive 
22 practices. The practices allowed you to double the number of 
23 loans you were making. That's what drove this growth. And 
24 that growth, that phony growth built on deceptive practices, 
25 that growth increased the stock price, didn't it, ladies and 

Dowd - closing 
4448 

1 gentlemen? It's not just us. That's what the attorney 
2 generals told them, too. 
3 So let's take a look a little bit at the other part 
4 of this equation. All through the relevant time period, 

09:33:23 5 ladies and gentlemen -- and I'm sorry. I know this is a 
6 little tough to see. I'll try to walk you through these 
7 boxes. 
8 All through the relevant period, they're talking, 
9 aren't they? Every quarter Household has got a Q. Every year 

09:33:34 10 they got a 10-K that comes out. And every time they put one 
11 of those things out, right before it, they put out a press 
12 release that basically has the same information. They just 
13 keep talking, and they're telling people about their growth. 
14 They're telling people about how great their loan quality is, 

09:33:48 15 showing them those two-plus numbers that we know they forgot 
16 to tell people about, all that re-aging that was going on. 
17 That wasn't in those Qs and Ks, but they tell them 
18 about that. They put in the phony numbers from the credit 
19 card accounting, don't they? These are the statements that 

09:34:03 20 they make. Their conduct and their statements go hand in 
21 hand, ladies and gentlemen. 
22 As they put out these press releases, I mean, these 
23 are the things, combined with their practices, that drive the 
24 stock price up during this period. 

09:34:17 25 Let's talk a little bit about false and misleading 

Dowd - closing 
4449 

1 statements. Let's talk a little bit about your job as jurors. 
2 If we could, I would like to pull up Plaintiffs' Demonstrative 
3 165. And, ladies and gentlemen, the Court is going to 
4 instruct you with the jury instructions. At any time we're 

09:34:33 5 talking about jury instructions, I'm just going to tell you 
6 flat out, you listen to the Court, to Judge Guzman. He's the 
7 boss, not me. So he gets it right. I do my best, but you 
8 listen to him. He's the final word. He's the only word. 
9 So we look at the elements of 10b-5. Right? 10b-5 

09:34:50 10 is just that part of the securities laws that you're here to 
11 decide. And it says, Defendants made a false statement of 
12 fact or omitted a fact that was necessary, in light of the 
13 circumstances, to prevent a statement that was made from being 
14 false and misleading. 

09:35:03 15 So what are we talking about? we're talking about 
16 false statements. we're talking about omissions. where they 
17 said one thing and they forget to tell you the rest, that's an 
18 omission, right? 
19 And so what do we have to prove? we have to prove a 

09:35:14 20 false statement or omission. we think we've proved that to 
21 you, ladies and gentlemen. we think we proved to you that all 
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22 these statements that we say are false are indeed false based 
23 on what you heard from that witness stand. 
24 What else do we have to show? We have to show it's 

09:35:29 25 material. It's got to matter to an investor. It's got to be 

Dowd - closing 
4450 

1 something that they think is important in making a decision. 
2 That's all. That's what materiality is. It's a simple 
3 concept, right? Everybody does it every day. People tell you 
4 something. Some things are important, some things you care 

09:35:42 5 about, and some things you don't. That's materiality. 
6 Let's get to state of mind, knowingly or reckless. 
7 We have to show that the defendants acted knowingly or 
8 recklessly. That's one of the things we'll be talking about 
9 as we continue today. 

09:35:53 10 And then finally we've got to show that a substantial 
11 factor -- those statements were a substantial factor in 
12 causing the plaintiffs' economic loss. That's why you had 
13 Dr. Fischel here, to try to explain to you if there's a false 
14 statement, this is what happens with the stock price. We'll 

09:36:09 15 come back to that as well. 
16 I do want to talk to you about a couple of things 
17 that relate to these jury instructions. The first is, you're 
18 going to see sometimes in the jury instructions something 
19 about plaintiffs purchased stock. All right. 

09:36:20 20 Now, we didn't put a plaintiff on the witness stand 
21 because it wasn't an issue in this case. As this case is set 
22 up, we don't have to put a plaintiff on the witness stand. In 
23 fact, we didn't have to show you that anybody purchased the 
24 stock just because the way this case is set up. 

09:36:36 25 So don't be confused by that. That's not an issue. 

Dowd - closing 
4451 

1 And Mr. Kavaler, or whoever else closes for the defendants, is 
2 not going to suggest that. You should just assume for 
3 purposes of your analysis that people purchased during the 
4 class period. 

09:36:48 5 I think Mr. Schoenholz admitted it, so you saw that, 
6 but that's why you don't have individual purchases before you. 
7 That's why the plaintiff didn't testify, just so you 
8 understand that. Don't get confused by that. The class is 
9 everybody who bought between July 30, '99, and October 11, 

09:37:04 10 2002. 
11 All right. Now, let's talk about one other thing. 
12 They're going to tell you that we have the burden of proof, 
13 all right, as the plaintiffs. And that's true, you know? 
14 It's a burden that we welcome, and we think it's a burden 

09:37:17 15 we've met, but it's our burden of proof. 
16 And what is the burden of proof? Preponderance of 
17 the evidence. Now again, listen to the Court. But it's going 
18 to say something like, is it more probably true than not true. 
19 That's going to be what a preponderance is. There's going to 

09:37:33 20 be some more in there, so listen carefully. But that's the 
21 basic concept, more probably true than not true. 
22 So what is it not, the burden of proof? It ain't 
23 reasonable doubt, ladies and gentlemen. It is not reasonable 
24 doubt. Okay. There's even a standard called clear and 

09:37:50 25 convincing evidence. It's not that either. It's just more 
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Dowd - closing 

4452 

1 probably true than not true. 
2 When you're back there in that room and you're 
3 talking to each other, you should be thinking, did those 
4 plaintiffs tip that scale. That's really all it is. Did we 

09:38:04 5 tip that scale a little bit in our favor? Because that's the 
6 preponderance of the evidence and that's how you have to judge 
7 the evidence in this case. 
8 Now, let's talk about some other things on the 
9 timeline. You know, you're going to hear that there were 

09:38:19 10 consumer groups -- I told you this in the opening -- as early 
11 as April of 2000, you had ACORN and people complaining about 
12 Household. But what you have to remember at the same time is, 
13 Household kept denying it, didn't they? They're saying they 
14 weren't engaged in predatory lending. The people who should 

09:38:38 15 have known best kept denying it. 
16 And it ends up reaching a crescendo later on when you 
17 get all the attorneys generals involved, after they've done 
18 their investigations, after they've consulted with their 
19 regulators where it just becomes a crescendo that tells you 

09:38:51 20 they were predatory lenders. And that does happen. 
21 But early on there were people asking questions. 
22 Think in your own mind, how many times did Household deny it? 
23 You're going to get a false statement chart. You can count it 
24 up. I think it's at least 12 times just on the statements we 

09:39:05 25 allege that are predatory lending, so think about that. 

Dowd - closing 
4453 

1 Now, let's talk a little bit about the March 2001 
2 time frame, ladies and gentlemen. What happens in March 2001? 
3 Well, you get -- their K goes out, and it's got false 
4 statements about the two-plus, about predatory lending, about 

09:39:24 5 credit card accounting that we allege. 
6 Now, what else happens in March 2001? Schoenholz 
7 orders the destruction of the Kahr memos, doesn't he? March 
8 2001, look at where that is on that timeline. It's early. 
9 It's way before the end. Why does he do that? He finds out 

09:39:41 10 about this Providian company, all the problems they've been 
11 having. All those got exacerbated by Mr. Kahr's memos. 
12 What's going on, ladies and gentlemen? By March 2001 
13 Schoenholz sees the end coming, doesn't he? He knows they're 
14 going to get in trouble for this predatory lending stuff. He 

09:40:02 15 knows he's going to be just like Providian, and he's sitting 
16 on a pile of Kahr memos. And so as early as March of 2001, he 
17 sees the end coming and he orders the destruction of the Kahr 
18 memos, doesn't he? 
19 Let's talk a little bit later. May of 2001. Let's 

09:40:17 20 talk about that. By now, ladies and gentlemen, they've been 
21 engaged in these deceptive practices, '99, 2000, beginning of 
22 2001. What starts to happen? People start to realize, hey, I 
23 got taken by these guys. These guys lied to me when I got my 
24 loan. Isn't that what starts to happen? It just sort of 

09:40:38 25 comes in. People are starting to complain. 

Dowd - closing 
4454 

1 And let's take a look, if we can, at the Carla Madura 
2 memo from May of 2001 and see what she told Mr. Gilmer back on 
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3 May 25, 2001. 
4 It's -- she's summing up the March and April attorney 

09:40:54 5 general, Better Business Bureau and regulatory complaints. 
6 And this is Plaintiffs' 794. And what does she do? She tells 
7 them, hey, we're getting complaints about loan terms, you 
8 know. We're getting these complaints, and like 25 percent of 
9 them are all about this thing where people think they got a 

09:41:14 10 rate of 7 or 7-1/2 percent and they didn't. 
11 And she says -- she describes it and she says 
12 effective rate. That's what she puts in her memo. She puts 
13 it in quotes, effective rate. It's not like this was a secret 
14 to the people getting this memo. They knew about the 

09:41:30 15 effective rate. She puts it in quotes. She says it's 
16 becoming more widespread. Seven of them have gotten up to 
17 AGs, Better Business Bureau or regulators already. 
18 Widespread; not the State of Washington, widespread. 
19 The complaints start to come in, don't they? And so 

09:41:47 20 let's see. The defendants tell you, oh, it's only seven 
21 complaints. Ms. Sodeika came in. She did a huge 
22 investigation after the media was talking about the effective 
23 rate, after all the regulators were telling them they engaged 
24 in the effective rate, and she said this isn't that many. 

09:42:01 25 You saw the e-mails, ladies and gentlemen. You saw 

Dowd - closing 
4455 

1 the memos. You understand that the DGMs, the guys running 
2 these districts, they weren't even inputting all the 
3 complaints they got. They tried to fix it down there before 
4 it got to an AG or the Better Business Bureau. 

09:42:15 5 And they even said in one of these e-mails, you don't 
6 want to drive those customers to those people. No, no, no. 
7 Attorneys general, regulators, Better Business Bureau, that 
8 gets these guys a little concerned. That starts getting too 
9 close to the real people that matter to them, not the 

09:42:30 10 customers, not just their customers. They try to take care of 
11 them. They just don't log in the complaints. 
12 But, again, let's see what the people at the company 
13 are saying. If we could bring up Plaintiffs' 798. 
14 Plaintiffs' 798 is an e-mail that was written by Ned Hennigan. 

09:42:46 15 Now, let's think about where Mr. Hennigan fit into the company 
16 because he didn't come and testify, but there was evidence 
17 about where he fit in. 
18 You have Gary Gilmer. He's in charge of consumer 
19 lending. Right beneath him is Detelich. You saw him testify. 

09:43:01 20 He was the managing director of sales. He was in charge of 
21 all of the sales guys, right beneath Gilmer. And then who was 
22 under Mr. Detelich? He had three guys, three guys that ran 
23 the three regions of the country, Hennigan, O'Han and Eden. 
24 Those were the three guys that reported to Detelich who 

09:43:19 25 reports directly to Mr. Gilmer. 

Dowd - closing 
4456 

1 So Mr. Hennigan is way up. He's one of the top four 
2 sales guys in this entire company. And you know what, ladies 
3 and gentlemen? He's writing an e-mail about deceptive 
4 practices. He's going to do some training, apparently, and he 

09:43:34 5 talks about deceptive practices and he says, It's 
6 communicating through written or verbal means something other 
7 than what is legal or contractually correct. That's in that 
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8 first sentence there. And he goes on to say, In other words, 
9 deceptive and unethical. 

09:43:48 10 Okay. It doesn't sound like Mr. Hennigan had much 
11 problem with figuring out what was a predatory practice. 
12 Everybody wants to get up here and tell you, it's in the eye 
13 of the beholder. No, it wasn't. It was deceptive and 
14 unethical. He got it, didn't he? It was a simple thing 

09:44:03 15 before you were sitting on a witness stand in a lawsuit, 
16 wasn't it? 
17 Now, what does he talk about? He talks about the 
18 evidence that the company was engaged in these practices, and 
19 he says AG, Better Business Bureau and regulatory complaints 

09:44:17 20 that were reported in March and April reference term issues. 
21 What's he talking about? He's talking about 
22 Ms. Madura's memo. He got it, too. He's talking about just 
23 what she was talking about: March and April AG, Better 
24 Business Bureau and regulatory complaints. She sent it out in 

09:44:36 25 May, didn't she, ladies and gentlemen? She said there were 

Dowd - closing 
4457 

1 seven complaints, 25 percent. 
2 That's exactly what he's talking about in his e-mail 
3 a month later. And what does he say about it? He says seven 
4 complaints cited that the customer was promised a 7 or 7-1/2 

09:44:53 5 percent rate, and he writes down equivalent rate. You get it, 
6 ladies and gentlemen. They use those words interchangeably. 
7 You heard it, equivalent rate, effective rate, same thing, 
8 same exact thing. 
9 And here's Mr. Hennigan's report. She tells him 

09:45:07 10 about effective rate. He knows it. It's equivalent rate. 
11 They all know the game. They all know the scam, don't they? 
12 They may have different names, but they all know the game that 
13 they play. So what does he say? What does he say about it? 
14 "And these are only the complaints that made it to 

09:45:21 15 this level." And then he puts three exclamation points at the 
16 end. So when these people come in and tell you that that was 
17 every complaint when Ms. Madura wrote her memo, Mr. Hennigan 
18 knew, didn't he? He said those are the only ones that got all 
19 the way up there. 

09:45:39 20 He's telling you right in this document, it's the tip 
21 of the iceberg. Equivalent rate, effective rate, they're 
22 pretty familiar with those words. You know why? Because they 
23 knew Mr. Walter had been out training on the effective rate. 
24 Heck, Dennis Hueman was doing the same kind of scam in the 

09:45:56 25 other regions. 

Dowd - closing 
4458 

1 So, ladies and gentlemen, let's keep moving on. What 
2 does Mr. Gilmer do? What does he do about this? Well, you 
3 would think that he would have ordered an immediate effective 
4 rate investigation, right? Let's get to the bottom of this 

09:46:08 5 and find out what's going on. Let's find out how many 
6 customers have been hurt. Does he do that in 2001? No, 
7 ladies and gentlemen, he doesn't do that in 2001. 
8 I asked Ms. Sodeika when she was on the witness 
9 stand, I said, Can I see a copy of the report you did in 2001 

09:46:22 10 when you found out about Ms. Madura's stuff? She goes, oh, 
11 there is no report from 2001. 
12 Why was there no report from 2001, ladies and 
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13 gentlemen? Because they didn't care in 2001, ladies and 
14 gentlemen. They didn't have the media splashing articles like 
15 they did in the summer of 2002 about them using the effective 
16 rate. They didn't have state attorney generals telling them 
17 you owe us money; you've got to make refunds because of this 
18 effective rate. Those things hadn't happened. 
19 So what did they do instead? Instead of ordering an 
20 investigation, Mr. Gilmer orders the purge, the blitz purge. 
21 You heard Ms. Sodeika on the stand. They don't like that 
22 word, blitz purge. It sounds bad, doesn't it? It is bad, 
23 isn't it? 
24 So she says to me, well, you can call it that. I 
25 I didn't call it that; you called it that. And I showed said, 

Dowd - closing 
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1 her the e-mail where she called it a blitz purge. And you'll 
2 see others in their documents that refer to it as a blitz 
3 purge, because that's what they did, ladies and gentlemen. 
4 They got rid of the evidence. 

09:47:20 5 Isn't that what Mr. Gilmer wanted? He wasn't worried 
6 about unauthorized training and unauthorized videos. He was 
7 worried about whatever was in those files that showed them 
8 doing the effective rate, and Lord knows what other things 
9 they were up to. All right? 

09:47:34 10 we've seen Ms. Ghiglieri testify about some of them. 
11 So that's what he does. He says get rid of it. Get rid of it 
12 all. And so let's take a look. He sends out this big e-mail 
13 telling people, you know, we've got to do the right thing 
14 here, get rid of unauthorized things. 

09:47:50 15 well, what happens? Let's take a look at Plaintiffs' 
16 796. He apparently gets a bunch of e-mails back from people 
17 saying, yeah, yeah, yeah, okay, we're on top of it, right? 
18 well, he also gets one from Mr. Hennigan again, doesn't he? 
19 And what does Mr. Hennigan tell him in Plaintiffs' 

09:48:04 20 798? He writes him back and he says, Gary, I just finished 
21 reading the affirmatives sent back to you from each of my DGMs 
22 suggesting that all is well. Mr. Hennigan is the regional 
23 general manager of those DGMs, 16. Some of them report 
24 directly to him. And he says, I'm sure they believe all is in 

09:48:21 25 compliance, albeit the facts would suggest that in many cases 
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1 they are not. 
2 okay. So here's the RGM telling Gilmer, you've got 
3 to be kidding me? People are writing me back saying 
4 everything's okay? It isn't okay, is it, ladies and 

09:48:39 5 gentlemen? It's not okay. That's what he's telling them. 
6 So what did Mr. Gilmer do when he got this? And 
7 Mr. Gilmer said he was going to fire Dennis Hueman but never 
8 did. He did nothing. I said, did you get back to Hennigan? 
9 No. He didn't care, ladies and gentlemen. Let's take him at 

09:48:54 10 his word. He said he knew what was going on in his branches. 
11 That's what he said on the witness stand. You bet he did. He 
12 knew exactly what was going on in those branches just like he 
13 said. He didn't need Mr. Hennigan telling him all wasn't 
14 well. He knew all wasn't well. 

09:49:07 15 And how did those DSMs and others interpret this 
16 blitz purge order that came from the very top? well, let's 
17 take a look at Plaintiffs' 796. It's an e-mail from Beth 
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18 Hansgen. She was a DSM, a district sales manager, not a DGM, 
19 but that intervening level above the branch people. 
20 And what does she tell her people two weeks later? 
21 She says, Check all the PCs in your office to see if there are 
22 any letters that have been written by account executives to 
23 customers. These are unauthorized letters that must be 
24 deleted immediately. Please make sure your AEs know the 
25 consequences. This is serious and you need to be a hundred 

Dowd - closing 
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1 percent sure your AEs understand. 
2 Now, tell me something, ladies and gentlemen. This 
3 ain't about getting rid of unauthorized training materials. 
4 It's about getting rid of all the letters you ever wrote to a 

09:49:58 5 customer. why? Because you didn't want that evidence out 
6 there, ladies and gentlemen. You didn't want it when we came 
7 looking for it. That's what's going on here. They blitz 
8 purged, get rid of it. 
9 They don't investigate it and try to figure out which 

09:50:12 10 customers got taken, which customers got screwed. No, they 
11 don't try to do that. They blitz purge, get rid of the 
12 correspondence. Shouldn't you have been looking at that 
13 correspondence and saying, which ones of these people got 
14 presented the effective rate? That's what you should have 

09:50:26 15 done. But instead you just get rid of it, don't you, ladies 
16 and gentlemen? 
17 Let's take a look. What's going on? We get to June 
18 2001, the Hueman video. You know what, ladies and gentlemen? 
19 You've seen so much about the Dennis Hueman video and Dennis 

09:50:41 20 Hueman, I promise I ain't even going to talk to you about it 
21 this morning, okay? 
22 You saw that thing. You know, Mr. Gilmer said it was 
23 despicable, I think were his words. He said if I had seen 
24 that five years ago, I would have fired him, didn't he? 

09:50:53 25 Except that Mr. O'Han got on the witness stand later and said, 
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1 yeah, Detelich and Gilmer called me and said they'd watched 
2 the Hueman video. well, he didn't fire him, did he? That's 
3 another story, another lie you heard on the witness stand. 
4 So put that aside. And let's move on. what happens 

09:51:10 5 next? There's one thing I want to point out to you on the 
6 stock chart, and Professor Bajaj touched on it. You've got a 
7 big drop in here. That's the September 11, 2001, drop, ladies 
8 and gentlemen. The whole market got hit. 
9 And that's why Professor Fischel doesn't include any 

09:51:25 10 part of that in the lawsuit, in the damages for our clients, 
11 because that's something the whole market got hit by, an 
12 event. So you'll see that despite Dr. Bajaj's testimony, the 
13 stock rallied after that. Household came back. They came 
14 back. 

09:51:40 15 And so what do we have? We have the disclosure 
16 period. what did Fischel do? He told you what he did. He 
17 said, I do a statistical analysis and I try to figure out 
18 what's the first date where I can see Household moving 
19 different from its peers and different from the stock market 

09:51:56 20 in general, right? He does a statistical analysis to figure 
21 that out. 
22 And he says it's November 14, 2001, the California 
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23 lawsuit. And he says during this time frame, information 
24 comes out about Household. He says specific disclosures -- 

09:52:09 25 he's got 14 of them that are statistically significant. Then 
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1 he says as to the other disclosures, the leakage model, he 
2 says, it was like a drum beat coming out every day. Just a 
3 drum beat coming out every day. 
4 And so what else is going on during this time period, 

09:52:25 5 ladies and gentlemen? Well, you get investors asking a lot of 
6 questions about re-aging, don't you? When Mr. Aldinger was on 
7 the witness stand, he conceded they were nervous about it and 
8 he went out and ordered that KPMG study. We'll talk about 
9 that later as well. 

09:52:39 10 So, ladies and gentlemen, then you've got the 
11 statements that are unquestionably false and misleading. 
12 March 2002 10-K, they put in information about re-aging and 
13 what did you hear from Mr. Aldinger? It was materially false 
14 and misleading. That's what he told you, right? March 2002. 

09:52:55 15 April 2002, Schoenholz goes to that FRC conference 
16 with all those people and he gives false statements, doesn't 
17 he, about the re-aging and about the recidivism. He makes 
18 false statements. So you say to yourself, geez, why are they 
19 making all those false statements right there back to back in 

09:53:13 20 March and April 2002? 
21 That's an interesting question, isn't it? Why are 
22 they making those statements in that time period? You know 
23 why, ladies and gentlemen? Aldinger is meeting with Wells 
24 Fargo, isn't he? That's when he's trying to get his deal done 

09:53:27 25 for over 60 bucks a share. He's trying to get out. He's 
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1 meeting with Wells Fargo, and that's one of the reasons that 
2 they're lying. 
3 April 2002 is that Washington DFI report. You heard 
4 testimony, I think from Ms. Hakes or Mr. Streem, about them 

09:53:42 5 seeking an injunction to try to keep that report secret. All 
6 right 
7 We go on. May of 2002, Wells Fargo finally gets to 
8 look at the books, don't they? They get to go inside the 
9 company and look at those books. They see what our clients 

09:53:54 10 never saw, don't they? And when they see that, ladies and 
11 gentlemen, they just walk away. Huh-huh. They don't want any 
12 part of Household. 
13 And then what happens after that, ladies and 
14 gentlemen? Well, you get -- more information comes out about 

09:54:05 15 predatory lending with the attorneys generals. People are 
16 speculating on how much people are going to have to pay. 
17 You get another thing that happens. August 2002, 
18 that's when they finally restate for their credit card 
19 accounting, the phony credit card accounting, and that affects 

09:54:23 20 everything all the way back. Every 10-Q, every 10-K, every 
21 press release is false, absolutely false. They admitted it 
22 was false when they restated it. That's the income. That's 
23 their earnings per share. That's what they admitted in that 
24 restatement. So that information comes out. 

09:54:37 25 All this information starts to come out, doesn't it? 
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1 Wells Fargo finds out about the re-aging issues. Information 
2 starts to -- continues to get out as it started in the 
3 beginning of November 2001. 
4 And where do we end up, ladies and gentlemen? What 

09:54:52 5 happens in August 2002? Boy, they get rid of the rest of 
6 those Kahr memos. Those AGs are sniffing around now, sending 
7 them all sorts of correspondence that we saw, and they're 
8 worried about that. You saw Aldinger and Schoenholz were both 
9 on the next one where they say, gee, get rid of the e-mails, 

09:55:08 10 too. By the way, cut off Kahr's e-mail account. We don't 
11 need any new ones coming in. They don't want that stuff 
12 sitting in their files when those AGs come after them, do 
13 they? 
14 So what ultimately happens, ladies and gentlemen? 

09:55:18 15 You see that in September 2002, Mr. Ancona, the treasurer of 
16 the company, says 350 we might be able to do, 350 million. 
17 500 million is a risk to the company. Ultimately, they settle 
18 with the AGs for 484 million. And you know it's material, 
19 ladies and gentlemen. There's no question about that. You 

09:55:35 20 saw the e-mail from the treasurer of the company saying 500 
21 million would be a risk to the company. A risk. Okay. 
22 There's no question of that announcement. 
23 What ends up happening at the end? They lose Wells 
24 Fargo. Those guys are off the hook after they see the due 

09:55:51 25 diligence material, don't they? Mr. Schoenholz testified, 
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1 ultimately we sold the company to HSBC for about $30 per 
2 share. Think about that, ladies and gentlemen. Think about 
3 that. 
4 I'm not a damages expert, okay. I'm not a 

09:56:07 5 statistician. I don't even know if I ever took an economics 
6 course, so I'm not the best guy in the world to explain 
7 damages. I mean, I'll do my best today. But I'll tell you 
8 one thing, I can look at this chart and tell you what 
9 happened. 

09:56:18 10 I can see that they were trying to peddle this 
11 company for over $60 a share to Wells Fargo. Stock was 
12 trading up here as high as 68, $69. And then as that truth 
13 came out, that truth came out about two-plus and re-aging and 
14 predatory lending and credit card -- phony credit card 

09:56:39 15 accounting, what happened? That stock went down, down, down 
16 and down. And they ended up selling it for 30. 
17 Well, I'm not an economist. I'm not a damages 
18 expert, but I know that 50, 66 minus 30 leaves me with a stock 
19 drop of somewhere between 30, 36, $37, doesn't it? You can 

09:57:05 20 see when you look at a stock chart what happened to this 
21 company as the truth started to get into the market. The 
22 stock got killed as the truth came out. That's why we're 
23 here 
24 And so putting aside damages experts testifying to 

09:57:19 25 you, you can see it, can't you? It's as plain as day. It's 
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1 just a matter of quantifying how much of it related 
2 specifically to these issues as opposed to the market 
3 generally or their industry. That's why we had Dr. Fischel 
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4 testify. 

09:57:34 5 Ladies and gentlemen, that's sort of an overview of 
6 the timing of this. But let's take a look at some of the 
7 specific issues that you're going to have to address as we go 
8 through this, so we'll get rid of the timeline. we're 
9 apparently getting rid of Mr. Kavaler as well. 

09:57:51 10 (Laughter.) 
11 MR. DOWD: Let's talk about the first one of these 
12 things, predatory lending. All right. we spent a lot of time 
13 early in the case talking to you about predatory lending. 
14 And, you know, there's no question. It's deceptive, illegal. 

09:58:21 15 Those are the issues you're dealing with, deceptive or 
16 illegal. 
17 And when we're talking about predatory lending and 
18 statements about predatory lending, I want you to think about 
19 something. All right. what was a constant? A constant in 

09:58:33 20 this case is that the defendants and Household spokespersons 
21 denied that Household engaged in predatory lending practices. 
22 All the time. while they're sitting on the witness stand, all 
23 the time they denied predatory lending, didn't they? That's 
24 what's fought back. That's what's competed about other news 

09:58:53 25 coming out. 
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1 So you'll see when you go through those false 
2 statements -- and we put them all into evidence -- 
3 Mr. Aldinger, Mr. Gilmer, Mr. Schoenholz, they all personally 
4 made statements in newspapers denying predatory lending, each 

09:59:07 5 one of them. Those are all on your false statement charts. 
6 And then they made other statements that we say are 
7 false in the 10-Ks and all their press releases where they 
8 talk about growth. They talk about growth, but they didn't 
9 talk about the predatory lending that generated that growth. 

09:59:22 10 And that's going to be up to you. when you see those 
11 statements that they made, do you believe they had a duty to 
12 tell everybody the rest of that, to tell them the part they 
13 omitted. oh, by the way, we got growth but it ain't 
14 sustainable and we can't keep it going because it's all based 

09:59:39 15 on predatory and deceptive practices. Those are the types of 
16 statements they made directly. So then you have Ms. 
17 Hayden-Hakes and Mr. Streem, and they made statements, didn't 
18 they, ladies and gentlemen? Now, when Hayden-Hakes and Streem 
19 were making statements, they're Household's corporate 

09:59:55 20 spokespersons, aren't they? when they speak, it's Household 
21 speaking. And that's an important thing. 
22 It would be a curious system of laws we have where 
23 you could say, gee, we had Ms. Hakes make all the statements 
24 and she might not have known all the details about predatory 

10:00:15 25 lending and, therefore, we've lied, but it's okay. That ain't 
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1 the law, ladies and gentlemen. That ain't the law, and the 
2 judge is going to tell you that. He's going to explain to you 
3 that when she speaks, she's speaking as Household. And if the 
4 people at Household -- if those people knew that those 

10:00:32 5 statements were false when she was making them, Household is 
6 on the hook for that. 
7 And you're going to hear that if the defendants 
8 furnished information, provided information that went into 
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9 those statements, if they approved those statements, you're 

10:00:45 10 going to find they're on the hook for those statements, too. 
11 So bear that in mind. Just because you let Hayden-Hakes or 
12 Streem do the talking, you don't get out of it. Okay. That's 
13 an important thing you'll hear in the jury instructions. 
14 Let's talk about some of the other issues that we 

10:01:00 15 heard in this case. Let's start and take a look at a couple 
16 of the statements Ms. Hayden-Hakes made, because these are the 
17 kind of statements you're going to have to deal with. We'll 
18 take a look at Plaintiffs' Exhibit -- I think it's 1446, 
19 ladies and gentlemen. It's a May 2002 article that was in the 

10:01:15 20 American Banker. 
21 Okay. So it's about the company seeking an 
22 injunction to prevent the release of a Washington DFI report, 
23 which is Exhibit 290. And you see what Ms. Hakes says. She 
24 tells -- she tells the newspaper that some customers in 

10:01:31 25 Bellingham may indeed have been justified in their confusion 
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1 about the rate of their loan. But Household took full and 
2 prompt responsibility, ladies and gentlemen. They're always 
3 going to say they do, don't they? And then they say Household 
4 is satisfied that this situation was localized to the 

10:01:45 5 Bellingham branch. 
6 Come on, ladies and gentlemen. May of 2002, 
7 localized to the Bellingham branch? They knew that was a lie 
8 then, didn't they? They knew they were doing effective rates 
9 back in 1999. They knew about those complaints back in 2001. 

10:02:00 10 Mr. Hennigan didn't know this was a lie? Mr. Gilmer didn't 
11 know this was a lie? of course they did. of course they did. 
12 You've seen -- you've seen the evidence. You've seen the 
13 regulators' reports. They knew, ladies and gentlemen. They 
14 knew it had nothing to do with just being limited to 

10:02:14 15 Bellingham. That was a lie when they said it. 
16 Let's take a look at another one. Let's take a look 
17 at Plaintiffs' 1447 if we can. It's another statement. It's 
18 like about a month later, July 2002. 
19 And it's in the Oregonian. And now Ms. Hayden speaks 

10:02:34 20 again. She says, We've made mistakes. Is there a companywide 
21 pattern of abuse? Absolutely not. Ladies and gentlemen, the 
22 evidence in this case has shown you a companywide pattern of 
23 abuse. 
24 By the time they're making these statements, they 

10:02:47 25 know that the regulators were all over them. They know the 
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1 attorney generals were all over them. They know that these 
2 people had found, yeah, you did engage in a nationwide pattern 
3 of abuse. It's not just me saying it. It's not just 
4 Mr. Burkholz or Mr. Drosman saying it. The AGs were telling 

10:03:01 5 them, ladies and gentlemen. The regulators were telling them. 
6 They knew when they made this statement that it was false. 
7 They all knew. And, again, if you say Ms. Hakes seemed like a 
8 nice lady and maybe she didn't know, doesn't get them off the 
9 hook. When Hakes speaks, Household speaks. It's that simple. 

10:03:17 10 Now, let's talk a little bit more about some of the 
11 evidence of predatory lending. I'll try to go through this 
12 quickly because I think you've heard an awful lot about it. 
13 Ms. Ghiglieri testified. She testified that 
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14 Household engaged in widespread predatory lending practices. 
15 She was a witness that was on the stand the longest in this 
16 case. I think altogether she was up there for nine, ten hours 
17 between direct and cross. 
18 And she walked you through all those predatory 
19 practices that the company engaged in, didn't she? So what 

10:03:44 20 did the defendants say? They bring in Mr. Bley, and they say, 
21 well, gee, you know Cathy Ghiglieri, she was a bank regulator. 
22 She was a bank regulator and we're a thrift company, you know, 
23 so her testimony should be discounted somehow. 
24 Think about that, ladies and gentlemen. I'm sure 

10:04:02 25 where you're from it's just like where I'm from, okay. If 
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1 it's deceptive and unlawful, it's deceptive and unlawful 
2 everywhere, isn't it? I mean, there's no confusion about 
3 that. She told us the same rules about stuff like that apply. 
4 You can't just say we're a thrift company so it's okay to lie. 

10:04:21 5 That's just a phony story to begin with. 
6 And then ask yourself this: If she didn't know what 
7 she was talking about, how come the defendants called her when 
8 they were looking for an expert? They weren't worried about 
9 her being a bank regulator then, were they? No, not at all. 

10:04:38 10 That's just to try to throw you off the scent, like many of 
11 the things that you've heard in this case. 
12 Let's take a look at those practices and we'll try to 
13 do it quickly. Let's take a look at the practices that 
14 Ms. Ghiglieri referred to. She talked about effective and 

10:04:55 15 equivalent rate. We'll talk about that as we go through this. 
16 She talked about insurance packing. She talked about failure 
17 to properly disclose things to customers. She talked about 
18 excessive points and fees, loan splitting, prepayment 
19 penalties, loan flipping, and finally equity stripping and 

10:05:07 20 closing the back door, which kind of ties together. 
21 She walked you through all that stuff. She showed 
22 you regulator reports that talked about it. It wasn't just 
23 her. She was basing it on the evidence she saw in their 
24 files, what they knew, what they were told. That's what she 

10:05:20 25 based it on, their e-mails, their internal documents. So, 
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1 ladies and gentlemen, let's talk about these pretty quickly. 
2 All right. what we've done here is we've put up 
3 exhibit numbers. So if you want, you can try to write them 
4 down. It may be helpful, but we're going to go through it 

10:05:34 5 pretty quickly. You're going to see all these things when you 
6 get back there because there's a host of exhibits that relate 
7 to the effective or equivalent rate. 
8 And you know what effective and equivalent rate is. 
9 It was the presentation they used to mislead customers about 

10:05:47 10 their rates, wasn't it? And that's the list of the exhibits 
11 that relate to it. And, again, we'll come back to effective 
12 rate. 
13 There's one thing I want to talk to you about 
14 effective rate before we move on. You know, when you 

10:05:58 15 hoodwinked somebody with an effective rate presentation and 
16 got them to take a loan, you didn't just get them to take the 
17 loan, did you? Because 75 percent of the time, that turned 
18 into insurance, too, didn't it? Points and fees, everything 
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19 else. 

10:06:13 20 So when you use the effective rate, it doesn't just 
21 affect that loan. They pack on a bunch of other dough on top 
22 of it because they peddle you the insurance, other things like 
23 that. That's how they drove that growth, through stuff like 
24 effective rate because they were able to give them other 

10:06:29 25 products, too, on top of it. 
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1 So let's take a look at the next one: Insurance 
2 packing. They included insurance on loans when the customer 
3 had not requested it and didn't know about it, when they 
4 pressured customers to purchase insurance by falsely 

10:06:45 5 representing it was required or when the customer came into 
6 the closing and telling them we'll have to redo the loan 
7 papers and you'll have to come back. 
8 These are all things the regulators found. They're 
9 in those documents that you'll see. And insurance packing, 

10:06:58 10 think about what Mr. Gilmer did. He gave people commissions 
11 to sell insurance. He set targets of 75 percent. And there 
12 was a document we showed with Ms. Sodeika last week. They 
13 were actually hitting at that range. They were selling that 
14 much insurance to people on these loans, okay. 

10:07:13 15 He was the one who put those practices into place. 
16 And yet I showed him a letter that he got from one of the 
17 federal regulators. It was very early on in the trial. I 
18 think it's OTS. They wrote him a letter about their review, 
19 their audit of some branches down in Fort worth and Dallas. 

10:07:29 20 It was a -- it was about the Household Bank. And it 
21 said in there like, hey, you know, your people are telling 
22 people a lot of weird stuff about insurance down here. 
23 They're telling people, yeah, you can get double insurance. 
24 They're putting a lot of pressure on people to buy insurance. 

10:07:46 25 And from talking to these people, we find out you're giving 
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1 them commissions to add insurance. 
2 And they were like, is that a good idea? I mean, I 
3 don't know if they came out and said is that a good idea, but 
4 they say, we'd like some more information and feedback as to 

10:08:00 5 why you're paying people commission to sell insurance. 
6 It was people like Mr. Gilmer that put these things 
7 into place. They set targets for insurance. They did do 
8 insurance packing. They were warned by regulators about the 
9 danger of paying commissions for stuff like that. They didn't 

10:08:15 10 care, though, because it drove growth. They didn't care that 
11 their people were lying to customers, did they? 
12 So let's move on. Failure to properly disclose. You 
13 heard a lot about this one, ladies and gentlemen. This is the 
14 good faith estimate forms. It's where they tell you zero to 

10:08:32 15 $6,000, zero to $7,000 on that good faith estimate form that 
16 they have to give. 
17 They knew they were always going to be at the upper 
18 end of that range. They knew that, but they tried to mislead 
19 you when you went in to get the loan, didn't they? And that's 

10:08:45 20 what they were trying to do. That's the issue with regard to 
21 failure to properly disclose. we're putting the exhibit 
22 numbers down there. 
23 Excessive points and fees. This is the whole issue 
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24 of discount points. And there's some very good descriptions 

10:09:00 25 of it in some of the regulator reports. There's one in the 
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1 Washington DFI report and there's some in some of the other 
2 reports as well. 
3 This is the whole concept where they told you, you 
4 know, well, you could pay seven points, $7,000 on a $100,000 

10:09:11 5 loan, and then that will get you a better rate. But it didn't 
6 get you a better rate. They were charging seven points to 
7 everybody they could. It was a game. 
8 There was no negotiation as they described it or as 
9 Ms. Ghiglieri described it. There was no negotiation with the 

10:09:28 10 customer over the rate they were getting. They were trying to 
11 stick everybody with seven unless it was a state where they 
12 could only charge five and then they stuck you with five. 
13 There weren't discount points. 
14 we even saw one of their policy documents that's 

10:09:38 15 coming into evidence where they say you're supposed to charge 
16 everybody seven, seven and a half, and then they say five in a 
17 state that limits you to five. So they weren't giving these 
18 people a choice on their rates. These weren't discount 
19 points, and that's one of the things the regulators found. 

10:09:52 20 Loan splitting. That's where you walk in there to 
21 get a loan and the next thing you know, you've got two loans. 
22 The second loan is to pay for all the insurance, points, fees 
23 and costs; and on that one, you can pay up to 24 percent on 
24 that second loan when you went in there to get that one loan. 
25 That's loan splitting. 
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1 Prepayment penalties. You've really got two issues 
2 here. They hid prepayment penalties without accurately 
3 disclosing them to customers. Secondly, they had this whole 
4 game with AMTPA, the Parity Act, where they wanted to claim 

10:10:22 5 that one of their products, the pay right rewards, qualified 
6 as an alternative mortgage so that they could charge 
7 prepayment penalties in states that prohibit it. Ultimately, 
8 the states came back and said, no, no, no, you can't be doing 
9 that. You can't be doing that. okay? Not in my state. That 

10:10:38 10 doesn't qualify as an alternative loan product. 
11 And so ultimately they lost on that one. And you'll 
12 see that in the information from the AGs as well. 
13 Loan flipping. Loan flipping is just turning that 
14 loan again and again and again; getting guys in there, getting 

10:10:54 15 them a new loan. Again, that eats furthers and further and 
16 further. And every time you get a new loan, you pay more 
17 points, fees, cost of insurance. You'll read about that in 
18 those regulator reports as well. 
19 Equity stripping and blocking the back door. That's 

10:11:08 20 the whole idea, wasn't it, ladies and gentlemen? They try to 
21 strip any equity you've got in the house and try to block the 
22 back door with stuff like prepayment penalties. And that's 
23 all just to keep you there, to prevent attrition, as they call 
24 it 

10:11:18 25 But what happens is they use all these practices, all 
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1 these practices to drive that phony growth, don't they? 
2 So what else do we see, ladies and gentlemen? We see 
3 the regulators. The regulator reports, we put a list up here 
4 for them and you'll see that when you get back in there and 

10:11:38 5 look at the exhibits. The regulators kept warning Household 
6 about it. 
7 We did a lot of them with Mr. Gilmer, you know, where 
8 we showed him regulator reports, a lot with Ms. Ghiglieri. 
9 They were showed all these documents. They were being told 

10:11:48 10 they were improper. Okay? They didn't care. Because all 
11 they cared about was growth in the stock price, phony growth 
12 generated by the predatory practices. 
13 And you heard Mr. Cross. We played him on a 
14 videotaped deposition, the Washington regulator. Remember 

10:12:01 15 that guy? And he even told you at one point during his 
16 testimony, he said something like, well, customers come in and 
17 complain. You know, at first you go to the company and they 
18 say, oh, that's hogwash. And he goes, you're kind of inclined 
19 to believe them because it's like a big company and then 

10:12:14 20 you've got some customer complaining. But then it just kept 
21 being the same stuff. People were telling the same stories. 
22 And then what happened? Washington was finding these 
23 things and so were people in other parts of the country, so 
24 were other regulators and attorneys general, and it built. It 

10:12:29 25 built from 12 states telling them you're engaging in predatory 
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1 practices to 15 to over 20 to over 25 to ultimately where they 
2 ended up with all of them. So, ladies and gentlemen, take a 
3 look at those regulator reports as you go through these 
4 issues. 

10:12:42 5 Let's talk a little bit more about predatory lending. 
6 I want you to know that, you know, we had the -- Household was 
7 investigated by the attorney generals. They found widespread 
8 and pervasive predatory practices. They ended up settling for 
9 484 million. 

10:12:59 10 You know, ladies and gentlemen, that 484, that's just 
11 to show you that this was a material issue. I mean, this 
12 wasn't some joke. I mean, 484, as Mr. Ancona put it, was a 
13 risk to the company, 500 million. So you understand that this 
14 was material. This was important. All right? 

10:13:14 15 Let's take a look at Plaintiffs' -- I think it's 516. 
16 And this is just an example. This is a memo that came from 
17 Mr. Huey. He was the guy in the Washington AG's office who 
18 was talking on behalf of these other AGs. I think at this 
19 point there were 13 or 15 states that were dealing with 

10:13:31 20 Household. 
21 And he sends it to Ms. Curtin. She forwards it on to 
22 others at the company. Let's take a look at what he was 
23 telling these people. 
24 This is June of 2002, ladies and gentlemen. And he 

10:13:47 25 tells them a number of states through their AG's offices, 
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1 through their financial regulatory agencies, have been 
2 investigating Household residential mortgage practices. These 
3 investigations have revealed Household engages in widespread 
4 lending patterns and practices that violate both state and 
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10:14:02 5 federal law. 

6 Then he goes through them, ladies and gentlemen. He 
7 talks about these significant patterns and practices. He says 
8 they're national in scope, not confined to a single branch 
9 office. Then he walks through them one after another. 

10:14:16 10 Splitting loans, that's those side loans, ladies and 
11 gentlemen. He talks about misrepresenting the loan fees. He 
12 talks about this discount fee issue, the discount fees. 
13 Then he goes on to talk at the top of the second page 
14 about the good faith estimate being too great. I mean, when 

10:14:33 15 you're telling people zero to $7,000, it ain't right. That's 
16 what he's telling them. 
17 Then he talks about misrepresenting the rate of 
18 interest. There he's talking about effective rate and issues 
19 like that. He talks about flipping in the next one, 

10:14:46 20 equity-based lending, flipping. He talks about packing 
21 insurance, single premium credit insurance. Then he goes on 
22 to talk about imposing prepayment penalties. 
23 You need to look at these documents, ladies and 
24 gentlemen. But when you look at them, think, it ain't just us 

10:15:01 25 saying it. These are attorney generals from 12 to 15 states 
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1 telling these guys, we've done investigations and this is 
2 what's going on out there. It ain't just us. 
3 Let's take a look -- look a little bit further. We 
4 talk about materiality. Well, ladies and gentlemen, you know, 

10:15:17 5 we know the 484. Mr. Devor testified in this case -- he was 
6 our expert in accounting -- and he said that he's seen 
7 internal company documents where they estimate the refunds at 
8 3.2 billion. That's what he said, okay, for these practices. 
9 We know the number ended up lower than that ultimately when 

10:15:36 10 they settled, but he talked about loan splitting, 
11 misrepresenting fees, misrepresenting interest, insurance 
12 packing and prepayment penalties. 
13 So we know, ladies and gentlemen, we know that this 
14 was a material issue, that this was far widespread, that we 

10:15:51 15 weren't talking about 47 complaints. And how did he come up 
16 with that? Well, we didn't show the documents to Mr. Devor, 
17 but they came in later in the evidence. All right. 
18 And if we can pull up plaintiffs' demonstratives, 
19 you'll see. There's a Plaintiffs' Exhibit 681 that came into 

10:16:09 20 evidence, ladies and gentlemen. 681 was an estimate of AG 
21 costs, and it was a document prepared July 2002. That's what 
22 the string says on it at the bottom. 
23 And that document estimates -- contains estimates of 
24 AG costs, Household figuring out how much they were going to 

10:16:33 25 owe on these things. Okay. It talks about side loans. You 
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1 can see it in the upper left-hand corner, side loans. Points. 
2 Interest rates. Equity-based lending. Single premium credit 
3 insurance. Prepayment penalties. 
4 And they list the numbers out there in millions. 217 

10:16:53 5 million for side loans. Over a billion for points. Over 1.2 
6 billion for interest rate. Over 66 million for this 
7 equity-based lending. Over -- I believe it's 460 million for 
8 the single premium credit insurance. And prepayment 
9 penalties, 161 million. 
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10:17:12 10 So you say, okay, well, this is just a piece of paper 

11 in their files, right? No. Mr. Devor told you he relied on 
12 it. But where does it come from? How do you tie it to this 
13 stuff? 
14 Ladies and gentlemen, when you get back there, you 

10:17:24 15 take that Exhibit 681 and you compare it to Exhibit 516, the 
16 one that came from the attorney generals. And you'll see, as 
17 we go to the next exhibit, they tracked right down. The AGs 
18 list out all those practices we just talked about in that 
19 exhibit, splitting loans, misrepresenting loan fees, 

10:17:44 20 misrepresenting rate of interest, engaging in equity-based 
21 lending, packing single premium credit insurance, imposing 
22 prepayment penalties. 
23 And it's obvious that they're figuring out what the 
24 costs are as to how much they think they are on the hook for 

10:17:58 25 that. But the evidence is uncontroverted for Mr. Devor. He 
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1 told you it was 3.2 billion. You didn't hear anybody say 
2 anything else. They didn't call an accountant to tell you 
3 anything else. 
4 So let's keep talking, ladies and gentlemen. We'll 

10:18:12 5 spend a couple of minutes now talking about, I believe, the 
6 effective rate. Let's talk about the effective rate. You 
7 heard Mr. O'Han. He testified that Walter and Hueman, they 
8 provided nationwide effective rate training. 
9 I want to talk to you about it, because these guys 

10:18:26 10 keep talking about the tone at the top, right? They sent out 
11 those memos that say don't do anything bad. Okay. Let's talk 
12 about the tone at the top we really saw at this company. 
13 Let's bring up Plaintiffs' Demonstrative 174. So 
14 let's take a look at effective rate. This shows you that 

10:18:44 15 starting back in 1998, Aldinger brings Gilmer back from the 
16 United Kingdom to focus on growth. Then right after that, 
17 they go out and they get Andrew Kahr. Andrew Kahr is going to 
18 come in, the opportunistic growth consultant. 
19 And so they come up with their initiatives, right? 

10:19:02 20 And what is one of the initiatives that Mr. Kahr and 
21 Mr. Gilmer come up with? It's to offer biweekly payment loans 
22 to reduce the effective rate, the APR, the annual percentage 
23 rate, effective rate. 
24 Let's take a look at Plaintiffs' Exhibit 347. This 

10:19:19 25 document was received in evidence during the course of the 
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1 trial, and it was a handwritten memo from a Paul Creatura. He 
2 was Sodeika to Gilmer before Sodeika. Okay? He was like the 
3 top guy, like the assistant. 
4 And he sent them this memo. And what does he send 

10:19:35 5 them a memo about? He sends them a memo about the meeting 
6 that he had -- the meeting that they had with Andrew Kahr. If 
7 you look at the top of it, it says, Meeting with Andrew Kahr 
8 12/18. 
9 If you go to the bottom, it talks about reducing 

10:19:47 10 attrition. One of the things they talk about is offer 
11 biweekly payment loans to reduce effective APR, effective 
12 rate, and make our mortgage terms much more competitive. 
13 That's one of the ideas they noodled when they got together, 
14 Kahr and Gilmer, effective rate. That's what they were 
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10:20:05 15 talking about, the biweekly program to quote people effective 

16 rates. It came right from the top. There ain't no doubt 
17 about it. 
18 Let's take a look at Plaintiffs' 348. If you get to 
19 348, it's a memo of January 27, 1999, from Mr. Gilmer. It 

10:20:22 20 goes to Aldinger. It goes to Schoenholz. It goes to all the 
21 top guys at this company. 
22 And he talks about the 60 initiatives that Kahr came 
23 up with and the ten that they selected for further review as 
24 of this point. And let's take a look. There's no question. 

10:20:35 25 It goes to Aldinger. It goes to Schoenholz. It's for their 
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1 consideration. okay. 
2 we go to number eight, and what is number eight, 
3 ladies and gentlemen? Number eight is offer biweekly payment 
4 loans to reduce effective APR and make our mortgage terms more 

10:20:52 5 competitive. Effective rate. You're going to tell people if 
6 you pay twice a week, 26 times a year, oh, boy, your effective 
7 rate is much better. It's going to be down around 7 percent. 
8 It's not going to be the 12 percent you're actually paying. 
9 It's going to be this effective rate. And that was their 

10:21:07 10 idea, to make your loans look more competitive by quoting 
11 people this effective rate. 
12 This thing didn't come from Lew Walter and Dennis 
13 Hueman. This thing came right from the tone at the top, 
14 Mr. Gilmer, Mr. Kahr, Mr. Schoenholz, Mr. Aldinger. They got 

10:21:25 15 it. They approved it. So what happens after that? Let's go 
16 back to that kind of pyramid thing if we can. 
17 So we go back to that, ladies and gentlemen, the 
18 biweekly payment initiative for possible immediate 
19 implementation. You bet they implemented it. So what happens 

10:21:42 20 after that? They train, don't they? They go out there and 
21 they train employees in all five divisions on how to give the 
22 effective rate presentation. 
23 You know that. Lew Walter trained on it, didn't he? 
24 Lew Walter gave the training in five to six regions in '99. 

10:21:59 25 Hueman was still doing it a couple of years later, because 
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1 they trained on the effective rate. why? Because it came 
2 from the top, biweekly effective APR, make it look more 
3 competitive. That's what was going on here, ladies and 
4 gentlemen. 

10:22:11 5 And let's take a look. what happened next? You know 
6 that they started to sell these things. Let's take a look at 
7 Plaintiffs' 903 if we can for a second. And this is in 2001. 
8 Mr. Pinto, he was one of the DGMs, you heard that, right? He 
9 sends to o'Han what o'Han described as pages out of the Lew 

10:22:33 10 Walter training from '99, the same training Mr. o'Han attended 
11 and, again, he was one of these regional general managers all 
12 the way at the top eventually. okay. 
13 These were pages out of Lew Walter's training. And 
14 that is in evidence, too. what does it do? Biweekly versus 

10:22:49 15 30 years, finding the 30-year equivalent to HFC's biweekly 
16 program. Here's the training materials they gave. If you 
17 look at the bottom, what's the number in the example? 7.33 
18 percent. 
19 They were telling you exactly what to tell people. 
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10:23:03 20 Tell them the effective rate. Get the number down. Do the 

21 game on playing the biweekly payments and you end up at 7.33 
22 percent. Sell them that. It will look more competitive. 
23 And here's the beauty of it, ladies and gentlemen. 
24 what else did Mr. Pinto send to Mr. O'Han? He sent him the 

10:23:19 25 next page in the training book. And what's that? It's the 
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1 same thing. Except guess what, this one is blank, isn't it? 
2 Do you know why it's blank, ladies and gentlemen? So that 
3 when you went to your training, to your seminar, you could go 
4 back to your home office and have a blank one that you could 

10:23:36 5 use with the customer. 
6 So when these people stand here and tell you that 
7 this was unauthorized training, it came right from the top, 
8 ladies and gentlemen. Those three defendants and Mr. Kahr 
9 figured out the scam, then they sent it down the ranks, their 

10:23:53 10 boys trained on it, and then they went out and sold it. 
11 And they were still selling it in 2001 to all those 
12 customers, weren't they? You saw it. Mr. o'Han was up there. 
13 He was getting e-mails from all over the country saying we're 
14 selling this effective rate thing. There wasn't any doubt 

10:24:06 15 about it, ladies and gentlemen. It came right from the top. 
16 And then what happens? Go back to the pyramid again. 
17 Then the customers start to complain, don't they, 
18 ladies and gentlemen? Get down to the second to the last rung 
19 here. Customers start to complain like Ms. Madura's memo 

10:24:21 20 where people start to realize, hey, I got taken. And then all 
21 of a sudden they start to complain. And then what happens 
22 after that? The attorneys general show up in 2002, right? 
23 And what's one of the things they find? If we can go 
24 back to that Plaintiffs' 516. what do they tell Household? 

10:24:38 25 They tell them on the second page, they absolutely describe 
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1 the exact effective rate scam. 
2 Another example of this practice is the promotion of 
3 biweekly payment program. Biweekly payment program. Hey, 
4 where did we hear that? we heard that from Mr. Kahr and 

10:24:57 5 Mr. Gilmer, didn't we? Then it goes on to describe the exact 
6 effective rate scam with the biweekly payments. 
7 So, ladies and gentlemen, when these guys get up here 
8 and they want to tell you how they set the tone at the top, 
9 you bet they set the tone at the top, and the tone was use 

10:25:11 10 that effective rate scam. That was one of the things they 
11 came up with, and then they spread it out until it was all 
12 over there. And ultimately, in the summer of 2002, the AGs 
13 were all over them on it. And you can look at those 
14 documents. That was one of the things they were calculating 

10:25:27 15 when they were doing that, ultimately figuring out the numbers 
16 for the settlement. 
17 So, ladies and gentlemen, that's predatory lending. 
18 I want to move on to the two-plus area, because that's another 
19 important issue that you're going to deal with. okay? 

10:25:52 20 So let's talk about two-plus. Now, you remember what 
21 two-plus is, right? Two-plus is these numbers they report in 
22 all their Ks, all their Qs, all their press releases. And 
23 what they're supposed to show is loan quality. They're 
24 supposed to show what percentage of their loans are more than 
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10:26:17 25 60 days delinquent, at least. 

Dowd - closing 
4489 

1 That's what you think it shows when they report it to 
2 you. But they forget to tell you about all this re-aging. 
3 They don't throw all that in there. They don't tell you 
4 they're changing their policies all the time. 

10:26:31 5 But let's take a look at it. It appears in the Qs 
6 and the Ks, and you'll be able to find it because it gives you 
7 that Bates number on the bottom and the exhibit number for all 
8 the false statements that relate to the Qs and Ks on this 
9 issue. 

10:26:42 10 And you'll see it right there. It's a chart. It 
11 looks like that most of the time, two months and over. That's 
12 what we're talking about. And so was it an important metric 
13 to investors, ladies and gentlemen? You betcha. How do you 
14 know it was an important metric? First of all, it was in all 

10:26:56 15 the 10-Qs, all the 10-Ks, all the press releases. 
16 If it wasn't important, how come they kept telling us 
17 about it? Mr. Schoenholz, Mr. Aldinger, they conceded on the 
18 witness stand. They ended up saying, hey, yeah, it was an 
19 important metric and investors cared about it. And as 

10:27:12 20 Mr. Devor, I think, summed it up, he said, hey, it's a loan 
21 company. The quality of their loans, that's pretty important. 
22 So there's no question about it. 
23 We can even take a look for a second at Plaintiffs' 
24 481. That's a memo that Mr. Gilmer wrote to Mr. Aldinger, and 

10:27:25 25 it's his monthly report. And you can see on the very first 
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1 page of his monthly report, it tells him about the two-plus 
2 delinquency numbers. Then he comes back to it a little later 
3 in the report. Two-plus -- it's got its own section, two-plus 
4 delinquency. All right? 

10:27:41 5 So when he's reporting to Mr. Aldinger, two-plus is 
6 one of the main things he's telling him about. And later 
7 again in the document, there's a chart where he charts out 
8 two-plus delinquency. And when you get there, you'll see that 
9 he calls it, I think, a key performance metric. 

10:27:58 10 So there's no question when we're talking about 
11 two-plus that this is important. It's an important metric. 
12 It's something that people care about inside the company, 
13 outside the company. 
14 Now, let's talk a little bit about what Household 

10:28:08 15 says. Household says that, you know, they used re-aging and 
16 these other techniques. They were just trying to help a dude 
17 through the bump in the road. Isn't that their story? We're 
18 just trying to help our customers. 
19 Well, ladies and gentlemen, the evidence that came in 

10:28:20 20 in this case shows you that -- I'm not telling them there may 
21 not be some customers that got help and I'm sure there were, 
22 but they weren't doing it for their customers. They were 
23 doing it for themselves. That's why they were doing it. 
24 And let's just run through if we can real quick a 

10:28:35 25 couple of exhibits that I think demonstrate that point. So 
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1 we'll take a look at Plaintiffs' 654. If you look at 
2 Plaintiffs' Exhibit 654, it's an e-mail that goes to 
3 Mr. Schoenholz, and Mr. Makowski eventually forwards another 
4 e-mail, September 2001, and this is the one where they say, 

10:28:54 5 For maximum benefit to year-end, retail services should 
6 perform the re-aging between the customer cycle date and 
7 month-end with a sweep at the month-end. That will ensure 
8 that all September re-ages will be unable to reach two-plus at 
9 year-end. 
10 They're not worried about the customers there, are 
11 they, ladies and gentlemen? They're worried about making sure 
12 they get the those re-ages done so that nobody shows up in 
13 that two-plus number at year-end. We all know it. You can 
14 see it. Okay. 

10:29:18 15 They're also talking about changing their policies 
16 with re-aging and retail services, and they talk about 
17 consumer lending and changing its re-aging policies. They 
18 were changing their policies all the time. Another thing they 
19 kept denying. 

10:29:33 20 But you can see. They're doing sweeps, okay? You 
21 don't even care who the customer is. You're doing sweeps to 
22 try to keep that two-plus number down. Let's take a look at 
23 313. More of the same. This is a document that went to 
24 Aldinger and Schoenholz in the summer of 2001 from 

10:29:45 25 Mr. Makowski. 
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1 And he talks about credit card services. He proposed 
2 a one-time, across-the-board skip-a-pay program for September. 
3 Why? It would reduce year-end delinquency. The same thing 
4 with retail services. He's going to help the business develop 

10:29:59 5 a skip-a-pay program that will run and reduce the year-end 
6 delinquency rate. 
7 Now, if he cared about customers, how come he's not 
8 writing an e-mail to say, gee, Mike Dowd can't make his loan 
9 payment next month, so you know what? We're going to try to 

10:30:12 10 skip a pay for him. No. They're doing massive skip-a-pay 
11 programs, massive re-aging, because it ain't about the 
12 customer. It's about keeping that two-plus number down. It's 
13 about reporting a false two-plus number because you hide the 
14 people that are doing poorly. You hide the people that would 

10:30:28 15 show the loan quality wasn't good. 
16 Let's take a look at one more. The same stuff. 
17 Plaintiffs' 102. And there's more. They're all up here on 
18 these charts. You can look at them. 
19 Now, you've got one going to the credit committee 

10:30:39 20 dated April of 2000. It says, A strategic decision was made 
21 for 2000. We're going to use restructures more aggressively 
22 than before. And in general, the number of accounts 
23 restructured in January and February of 2002 were two to three 
24 times greater than in December 1999. The resulting two-plus 

10:30:55 25 percentage for January and February was positively impacted. 
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1 That's what he's telling you. It's the same stuff, 
2 ladies and gentlemen. They're not doing it for the customer. 
3 They're not. They're doing it for themselves. All right? 
4 And more importantly, as Mr. Devor said to you, if 

10:31:10 5 I'm looking at those two-plus numbers, okay, I see what the 
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6 number is in 1999. But then when I see the number in the 
7 first quarter of 2000, I don't know that the credit committee 
8 and Mr. Aldinger and Mr. Schoenholz have decided that they are 
9 going to restructure two or three times more in the next year. 

10:31:28 10 I don't know that I'm comparing apples to oranges 
11 when I look at those Qs and Ks and press releases, do I? I 
12 don't have any idea, ladies and gentlemen. That's why it's 
13 important. Okay. 
14 And it also talks about them changing their policies 

10:31:41 15 in those documents. And you saw that, ladies and gentlemen. 
16 They didn't do this re-aging consistently. They were changing 
17 it all the time. 
18 Let's take a look at 118. All right. In this one, 
19 Mr. Peters talks about how they blew their delinquency 

10:31:54 20 numbers. Okay. And he says it was because we had a lack of 
21 restructures. So what we're doing is we're changing the 
22 restructure policy back. We're going to switch the policy 
23 back to the old policy. And that's the only way we can get 
24 back to our Q1 plan numbers. Okay. They weren't doing it for 

10:32:10 25 the customer, ladies and gentlemen. They were doing it for 
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1 them. All right. 
2 And then finally you can take a look at documents 
3 like this, restructure policy summaries. It was also 
4 Plaintiffs' 598, a letter that was written by their lawyers. 

10:32:23 5 And it talks about all these restructure changes. It talks 
6 about the differences between 2000 and 2001. 
7 Between 2000 and 2001, they made it easier to 
8 restructure. They go from you've got to be 30 days late to 
9 now you only have to be 27 days late so they can restructure 

10:32:40 10 more people. 95 percent of two standard payments. How about 
11 95 percent of one standard payment and you sign up for EZ Pay. 
12 They changed it from you can only be restructured 
13 every six months to now you can do it every four months. Why? 
14 That way you could re-age a guy three times in a year instead 

10:32:57 15 of only two times in a year. All these things, these policies 
16 were changed. 
17 And you know what, ladies and gentlemen, on all this 
18 stuff, you know it. You know it because you heard Ms. Markell 
19 testify. They set targets for the two-plus number for the 

10:33:10 20 delinquency. They set those targets. And come hell or high 
21 water, you had to meet them. So you just restructured more 
22 people. You re-aged more people. You skip a pay. You did 
23 whatever you had to do to keep that number lower. 
24 And that made that number phony, ladies and 

10:33:24 25 gentlemen, because you weren't telling people what they needed 

Dowd - closing 
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1 to know, that Mr. Makowski was going to do a one-time 
2 skip-a-pay, that Mr. Makowski was going to change the 
3 restructuring policy. 
4 And how do you know these guys were aware of it. 

10:33:35 5 Come on. You know they were. Even Mr. Rybak said it was for 
6 the customer, but then he went on and said, the other 
7 reason -- one of the other reasons we did it was to bring the 
8 two-plus number down. He even admitted it. Ms. Markell, her 
9 testimony alone tells you, but we'll see more. 

10:33:50 10 So let's take a look quickly if we can at the 
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11 re-aging sort of timeline. And, again, I apologize if you 
12 can't see it too well. 1999 to 2001, Household didn't talk 
13 about the re-aging and consumer techniques, account management 
14 techniques in their 10-Qs, 10-Ks and press releases. They 

10:34:08 15 didn't put it in there. 
16 So you didn't know you were comparing apples to 
17 oranges. You didn't know how many of these loans had been 
18 re-aged. You just didn't know. They weren't telling you the 
19 truth. They weren't telling you the whole truth that you 

10:34:18 20 needed to know to evaluate their statements, were they? 
21 So you get to late 2001. Mr. Aldinger conceded that 
22 at this point, you get the investors asking questions about 
23 re-age practices, right? So he initiates the KPMG benchmark 
24 study, doesn't he? All right. And he calls directly to 

10:34:37 25 Mr. O'Kelly. Remember that? He calls him directly on the 

Dowd - closing 
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1 phone, the top guy at one of the top accounting firms in the 
2 world. 
3 He calls him up and he asks him about the 
4 benchmarking study. So what happens? In March 2002, ladies 

10:34:49 5 and gentlemen, they issue that 10-K, that false and materially 
6 misleading 10-K according to Mr. Aldinger. Why is it false? 
7 Because it says in there, We re-age if we get consecutive 
8 payments and we know that the reason for the delinquency has 
9 been cured. That's what he tells you, right? Okay. 

10:35:09 10 Both those things. And he knew both things weren't 
11 true, ladies and gentlemen. When they signed that 10-K that 
12 day, they knew that that was a lie. There was no question 
13 about it. All right. 
14 Aldinger and Schoenholz, they signed this thing. But 

10:35:24 15 they weren't alone. Mr. Gilmer knew, too. You're going to go 
16 through and you're going to see, ladies and gentlemen, that 
17 they got this benchmarking study. I think it's Plaintiffs' 
18 1224. There's also a defendants' exhibit number on it. 
19 And, you know, this study that Mr. Aldinger 

10:35:38 20 personally commissioned but claims that he didn't read the 
21 whole thing because it was too nitty-gritty or it was nit and 
22 gnat for Mr. Aldinger, right? This thing came to them before 
23 March 12. Mr. Schoenholz saw drafts of it. 
24 And you heard testimony that there was a board of 

10:35:54 25 directors meeting on March 12 -- you even saw the board 

Dowd - closing 
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1 minutes -- where they say Schoenholz and the guys from the 
2 audit committee met with the government regulators the day 
3 before to talk about the benchmarking study. There's no 
4 question that when they signed that 10-K on March 12, they 

10:36:07 5 knew what was in there. They knew what was in this study. 
6 Okay? 
7 What was in this study, ladies and gentlemen? When 
8 you flip through it, do you know what you're going to see? We 
9 restructure automatically. They call them extensions, 

10:36:20 10 re-ages, restructures. We do it automatically. We do it on 
11 one payment. We don't require two payments. We don't require 
12 consecutive. That's what was in this document. 
13 You flip through it, ladies and gentlemen, and you 
14 tell me if Mr. Aldinger and Mr. Schoenholz can sit there with 

10:36:33 15 a straight face and tell you they didn't know. But you know 
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16 what, ladies and gentlemen? You know. You know that they 
17 knew. 
18 Let's just take a look at Plaintiffs' 649 for a 
19 second, January 2002. Again, Plaintiffs' 649. And this is an 

10:36:51 20 e-mail that Mr. Schoenholz received, ladies and gentlemen. He 
21 got it in January of 2002. Mr. Makowski, the chief credit 
22 officer, reports directly to him, Subject, our re-age policy. 
23 One of the policies that creates headline risk is the 
24 one-payment re-age. 

10:37:10 25 Come on, ladies and gentlemen. Mr. Schoenholz is 

Dowd - closing 
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1 seriously going to sit on this witness stand and tell you that 
2 when he signed that 10-K he didn't know they were doing one 
3 payment re-ages? This isn't the only document that says this. 
4 There's a ton of them that say it, ladies and gentlemen. 

10:37:23 5 These guys absolutely knew, but people were asking questions 
6 and they decided to lie. That's what happened here. The 
7 evidence was there for it. Mr. Aldinger admitted it was a 
8 materially false and misleading statement. 
9 Your Honor, did you want to take a break? 

10:37:38 10 THE COURT: This is a good time to take a break. 
11 We'll take a 15-minute break, ladies and gentlemen. 
12 (Jury out.) 
13 THE COURT: Recess for 15 minutes. 
14 (Recess taken.) 

10:53:33 15 THE COURT: Ready? 
16 MR. DOWD: Yes, your Honor. 
17 THE COURT: Okay. Bring them out. 
18 (Jury in.) 
19 THE COURT: Counsel, you may resume. 

10:55:12 20 MR. DOWD: Yes, your Honor. All set. 
21 BY MR. DOWD: 
22 Ladies and gentlemen, when we left off we were 
23 talking about that March, 2002, 10-K, the one with consecutive 
24 payments and the reasons for the delinquencies been cured, 

10:55:32 25 right? That is this is the one Aldinger said on the witness 

Dowd - closing 
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1 stand was materially false and misleading. 
2 So, what happened with this? Well, eventually, 
3 ladies and gentlemen, as you know, they had to amend that 
4 10-K. A whole year later -- March 2003, long after some of my 

10:55:49 5 clients bought stock in between March, 2002, and October, 
6 2002 -- they put out a new 10-K. Okay? It's Plaintiffs' 
7 1267. You take a look. 
8 Now they say what they should have been saying all 
9 along. They go back and in their 10-K that goes out, it says 

10:56:07 10 that they re-age; and, they say, "In numerous instances, 
11 Household accepts one or zero payments prior to resetting the 
12 delinquency status." 
13 They knew that, ladies and gentlemen. They knew that 
14 in March, 2002. They knew it all along. 

10:56:21 15 It goes on to say, "In many instances, we 
16 restructured delinquent accounts automatically." 
17 It goes on to say they don't have to require prior 
18 contact with the customer. It's automatic. 
19 Nobody's checking with somebody to see if they had a 

10:56:36 20 bump in the road. Nothing like that. Automatic. Okay? 
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21 And, so, when they came clean, they came clean a year 
22 later. 
23 I don't know why they waited a whole year to tell 
24 people the truth, but they did. okay? That's why 

10:56:49 25 Mr. Aldinger had to tell you it was a false and misleading 

Dowd - closing 
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1 statement in March of 2002. 
2 It got corrected in March of 2003, didn't it? 
3 Now, let's just take a real quick look at Plaintiffs' 
4 Demonstrative 123. That was that chart that we showed you a 

10:57:05 5 bunch of times. I think you saw it during Mr. Schoenholz's 
6 testimony, Mr. Devor's and others. okay? 
7 originally, they said you needed the consecutive 
8 payments before they could re-age somebody. Then they come 
9 clean. They say one or zero payments in many instances, not 

10:57:19 10 consecutive, right? 
11 Second, the reason -- the evidence that the reason -- 
12 for the delinquency "has been cured." That's what they said 
13 in March, 2002. 
14 March, 2003, "Case automatic restructures. No prior 

10:57:33 15 contact is required." And they knew that. 
16 You saw Schoenholz getting the e-mail about the one 
17 payment. You saw that KPMG study. And you're going to see 
18 other evidence as you look through the exhibits. There was no 
19 doubt they knew they were doing one-payment restructures all 

10:57:45 20 along. They knew they were changing the policies all along. 
21 And then they go on to describe some of the account 
22 management techniques, as well. That was the March, 2002, 
23 10-K, and that's why that's materially false and misleading, 
24 as Mr. Aldinger admitted. 

10:57:59 25 Now, let's talk April, 2002. Remember there was this 

Dowd - closing 
4501 

1 Financial Relations Conference or something they called it, 
2 FRC. Mr. Schoenholz said, "Yeah, we wanted to get the word 
3 out there to more people. we wanted to tell people about our 
4 re-aging; we wanted to set the record straight, give people 

10:58:13 5 more information, because we know they knew investors were 
6 nervous about this. okay? 
7 And he said there were 400 people there -- all these 
8 wall Street analysts, investors. And then they were beaming 
9 it nationwide to other people that wanted to watch it, as 

10:58:26 10 well. 
11 Mr. Schoenholz got up that day, ladies and gentlemen, 
12 and he made false statement after false statement after false 
13 statement. okay? 
14 First, he talked about the fact that their policies 

10:58:39 15 on re-aging were consistently applied. You know they weren't. 
16 That was a lie when he said that, ladies and gentlemen. He 
17 knew they weren't. 
18 Even Mr. Gilmer said, "Re-Aging policies, yeah, 
19 Schoenholz has to be involved in changes to re-aging 

10:58:53 20 policies." He knew they weren't consistently applied. And 
21 you're going to see it in the documents as you look through 
22 them. They changed those policies. 
23 we talked about a couple of them over here 
24 (indicating) that shows they changed the policies. 

10:59:03 25 And Ms. Markell told you they changed them daily, 
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1 weekly, monthly. The policies were always changing because 
2 you had to hit those numbers. That's what she told you. 
3 okay? The policies weren't consistent. 
4 Then he tells people, "we were reward collectors. we 

10:59:17 5 were reward collectors for collecting cash. That's how we're 
6 making sure that we're getting this stuff done." okay? 
7 And what did you find out when Ms. Markell testified? 
8 You found out that if they were rewarded collectors, not for 
9 collecting cash -- not just for collecting cash -- they were 

10:59:32 10 rewarded collectors for moving somebody from the two-plus 
11 bucket -- the delinquent bucket -- back to current. 
12 You didn't have to collect cash, as long as you got 
13 somebody out of that two-plus number through a re-age, a 
14 rewrite, whatever it was. okay? As long as they could report 

10:59:50 15 that phoney two-plus number and keep it low so people would 
16 think their loans had top quality, they gave you a bonus on 
17 that. 
18 we saw an e-mail between two of the guys down there 
19 in Mortgage Services where they say -- about their collectors, 

11:00:02 20 they say -- "These guys are using it like heroin. They're 
21 just moving people from two-plus to current." 
22 And that was the phrase the guy used, "like heroin." 
23 okay? 
24 So, you know that wasn't true. 

11:00:13 25 But let's take a look at the two biggest lies that he 

Dowd - closing 
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1 told that day. okay? 
2 I tell you they're lies. we tell you they're lies. 
3 what do the defendants say? "It's just a big mistake. 
4 Another big mistake that Household made." okay? 

11:00:27 5 Let's take a look at them Take a look at 
6 Plaintiffs', I think it's, 175. 
7 Now, this was a chart that comes out of Plaintiffs' 
8 Exhibit 135. And there's actually a transcript -- I think 
9 it's 183 -- of what Mr. Schoenholz said that day. 

11:00:41 10 This is April 9th, 2002, with the 400 people that are 
11 watching -- going to get more information. 
12 So, he talks about their re-aging, right? The first 
13 time he says that he gives these numbers, so people know out 
14 of their the many deep hundred billion dollars of loans, how 

11:00:58 15 many of them have been re-aged. Important information that 
16 he's giving these people. 
17 what does he tell people? He says that about -- he 
18 says, "First of all, let's talk about loans that have been 
19 re-aged just once." 

11:01:08 20 And he says, "In the last 12 months -- that's about 
21 9.4 percent of our loans -- about $8.8 billion," because they 
22 have a little less than a hundred billion out there. 
23 Then he says, "Loans that have been re-aged once, but 
24 before the last 12 months, that was about 3.2 percent, $2.9 

11:01:25 25 billion," right? That's what he tells people. So, just 
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1 re-aged once. 
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2 Now, he's just getting people over the bump in the 
3 road. The nice guy was in the hospital, couldn't make his 
4 payments and the company just got that guy through the bump in 

11:01:35 5 the road by re-aging him that one time. 
6 The guy lost his job. They re-aged him that one 
7 time. That's the story they want to spin. They're not 
8 telling you about month-end sweeps. They're not telling you 
9 about change in the policies, special restructures, all the 

11:01:50 10 other stuff we saw. They wanted to leave everybody with that 
11 impression -- that false impression -- that they're helping 
12 people get over the bump in the road. Okay? 
13 Then he goes down and he says, "Multiple re-age, 
14 people who re-aged more than once, these are people that 

11:02:04 15 really have problems paying their loans back," aren't they? 
16 People that got re-aged multiple times, not just a bump in the 
17 road. 
18 These people just got creative month after month, 
19 right? Multiple re-ages, not a bump in the road. 

11:02:17 20 And he tells people 4.3 percent of the loans -- about 
21 $4 billion -- will fall into that category. 
22 What do we find out? 
23 Well, when we look through the documents in this 
24 case, ladies and gentlemen, we get information from 

11:02:29 25 Mr. Makowski. 

Dowd - closing 
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1 See, Mr. Makowski had to sign a certification at some 
2 point after that. Okay? And apparently Mr. Makowski didn't 
3 want to be a defendant in this case. So, when he signed his 
4 certification, he said -- and this is -- I believe it's 

11:02:45 5 Plaintiffs' Exhibit 188; he said -- "The information 
6 Schoenholz gave that day about the multiple re-ages, it was 
7 false. The statistics are wrong." 
8 And how were they wrong, ladies and gentlemen? Well, 
9 when you look at those multiple re-age ones -- the guys that 

11:03:01 10 were re-aged more than one time, the worst performing 
11 customers -- Mr. Schoenholz told everybody it was $4 billion 
12 in loans. What was the real number? $7 billion in loans, 
13 almost twice as bad. Those are their worst performing 
14 customers. 

11:03:15 15 So, there you go. You're presenting to 400 people, 
16 this incredibly important conference that's being beamed all 
17 over the nation. He didn't make a mistake -- a $3 billion 
18 mistake. 
19 And, of course, it's a $3 billion mistake that if you 

11:03:29 20 told the truth, you would have looked a heck of a lot worse, 
21 wouldn't you? 
22 And, then, Mr. Kavaler wants to show the experts -- 
23 he wants to show them -- how the stock bumped up the day after 
24 April 9th. You bet it bumped up. Schoenholz lied to 

11:03:40 25 everybody. He put them to sleep. That's item stock bumped up 

Dowd - closing 
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1 that day because they lied. They gave false reassurance to 
2 people. They said "4 billion" when it was "$7 billion" in 
3 loans -- 7 billion -- that had been re-aged multiple times. 
4 But that wasn't the only lie he told that day. We've 

11:03:59 5 talked about three of them now. Let's take a look at another 
6 lie that he made. 
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7 Recidivism statistics by product. 
8 Now, you remember this, ladies and gentlemen. You 
9 can look at that transcript. I believe the transcript is -- 

11:04:12 10 of what he said that day, the charts are 135 and the 
11 transcript, I believe, is out of 183 -- Plaintiffs' 183. 
12 okay? 
13 So, now he's trying to tell people, "This re-aging, 
14 it works. We get people through the bump in the road." 

11:04:27 15 That's what he's trying to tell these 400 people that are 
16 gathered to watch. All right? 
17 So, he's going to talk about recidivism; people that 
18 got re-aged again and again. Recidivism. That's what he 
19 wants to talk about. 

11:04:39 20 So, what does he tell people? He says, "You know, we 
21 took a look back and we looked at the people that we re-aged 
22 and we followed them through a year later; and, you know, 
23 what, ladies and gentlemen? That re-aging worked, didn't it? 
24 We got these people through a bump in the road." 

11:04:53 25 That's what he was telling these people. He says, 

Dowd - closing 
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1 "Real estate secured. when we re-aged those people, only 13 
2 percent of them went delinquent, again." okay? "They got out 
3 of the hospital. They got their job back. And only 13 
4 percent of them went delinquent, again." 

11:05:07 5 He's trying to say, "Re-Aging works. We did it for 
6 the customer." 
7 87 percent of those real estate loans that had been 
8 re-aged stayed good. That's what he told people that day. 
9 That's what he told you those statistics mean. 

11:05:19 10 well, you know, what, ladies and gentlemen? He went 
11 through the auto finance, MasterCard, visa, private label, 
12 visa credit card, non-credit card. okay? He went through all 
13 of them. And he showed you these recidivism numbers. But you 
14 can bet he is talking about that 13 percent. And you can see 

11:05:35 15 it in the transcript. He's trying to tell people, "The Loans 
16 stayed good. Re-aged got him over the bump. He stayed good 
17 87 percent of the time." 
18 well, when we looked at the documents, ladies and 
19 gentlemen, what did we find? We found Plaintiffs' Exhibit 79. 

11:05:49 20 And this (indicating) is Plaintiffs' Exhibit 79. And 
21 you're going to see that in this document, when you look at 
22 it, it was a document that went to Mr. Pantelis -- who 
23 reported to Makowski -- when you look at that document, you're 
24 going to see that it's got the exact same numbers that 

11:06:04 25 Schoenholz gave -- that 13 percent for real estate secured -- 

Dowd - closing 
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1 13.1. You're going to see those numbers in this same 
2 document. 
3 But what else is in this document? This document 
4 says, "Hey, wait a minute. when he said that, Schoenholz 

11:06:18 5 forgot to include the people who got re-aged, again, in that 
6 year." okay? 
7 So, he's telling you, "We re-age somebody here 
8 January 1st, 2001," and you get to January 1st, 2002, and he 
9 says, "only 13 percent of those people have gone delinquent, 

11:06:40 10 again. 87 percent got through the bump in the road and they 
11 were on time making their payments." That's what he's telling 
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12 people, right? 
13 And the reality is that during that year, a host of 
14 those people went delinquent, again, and they got re-aged 

11:06:57 15 again. And he didn't tell anybody that. 
16 Now, how can you say the loans stayed good --  87 
17 percent stayed good -- when people got re-aged, again? He 
18 left that out. He didn't tell people that. 
19 Now, what does Plaintiffs' 79 show you? It shows you 

11:07:15 20 that when you look at that real estate total and it says, 
21 "Recidivism after 12 months, reporting two-plus in chargeoffs, 
22 added back subsequently re-aged accounts to delinquency 
23 stats," okay? Putting back in the people who went delinquent, 
24 again, putting them back into the numbers. okay? what does 

11:07:35 25 that show? That shows that 53.9 percent of the people went 
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1 bad. 53.9 percent, not 13. 53.9. 
2 It was a lie, ladies and gentlemen. You'll see those 
3 numbers for each of these other categories. 
4 So, when Mr. Schoenholz said that, it was a lie. He 

11:07:53 5 was trying to imply that the re-aging had helped, that it had 
6 worked and it wasn't. Their own documents show it wasn't. 
7 And it was important because they're trying to spin their bump 
8 in the road story. And the reality is all they were doing was 
9 re-aging people using these other techniques to keep that 

11:08:13 10 two-plus number lower and not telling you they were doing it. 
11 Even when they came out and made statements about it, they 
12 lied to people. 
13 So, ladies and gentlemen, that's April 9th, 2002. 
14 Mr. Schoenholz absolutely makes false statements about a host 

11:08:29 15 of things. Guess who is sitting there? Aldinger and Gilmer. 
16 They're watching. 
17 And you'll remember there's another exhibit, I think 
18 it's Plaintiffs' Exhibit 1100, where Mr. Rybak gives -- sends 
19 -- an e-mail to Mr. Gilmer on April 4th, just a few days 

11:08:43 20 before this, telling him, "we've been misleading investors." 
21 Telling him that, "we said this stuff about one payment and it 
22 wasn't -- or consecutive payments and it wasn't -- true." 
23 Mr. Gilmer had that in his mind as he sat and watched 
24 Mr. Schoenholz lie to people. He knew that, too. 

11:08:59 25 Now, ladies and gentlemen, let's take a look, as we 
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1 move through the re-aging, at what did wells Fargo say? what 
2 did they see when they got to see the books and records my 
3 clients never got to saw -- never got to see? 
4 Let's take a look at Plaintiffs' 1338. These are 

11:09:15 5 documents out of wells Fargo's files. You heard Todd May 
6 testify by videotaped deposition -- the guy from wells Fargo 
7 -- and it says in here, "They did their due diligence and they 
8 found that Blazer -- " and that's what they were calling 
9 Household, you'll remember, in this proposed merger -- "that 

11:09:32 10 Household's historical accounting policies and extensive 
11 re-aging of delinquent accounts delayed loss recognition -- " 
12 it means they just kept re-aging people instead of writing 
13 them off, right? They just kept re-aging them. 
14 " -- delayed loss recognition and produced a bubble 

11:09:46 15 of latent credit loss." Sweeping everything under the rug, 
16 right? Sooner or later it's going to explode. And that's 

Page 39 

Case: 1:02-cv-05893 Document #: 2111-20 Filed: 02/24/16 Page 104 of 104 PageID #:81163



Household lntemational Multi-Page"" William Aldinger
Page.]

I UNITED stATES SECURITIES AND EXC:flANG£ COMMISSION

, ,
C:OHTEIfTS

3 III the Hat.tel: of: I. ,
.5 HOUSEHOLD INTERJlATIONAL )

rUe No. c-03571-A

3 WI1NESSE5

4 "'1111II1II F. AldJ.ngtr

,
EX1IHlllATlON

14 11l0KAS K.t.\?,LER

16 110 Pine Street

20 DAVID Il. J(IS1£t;SFtOKEFt

Page 4

..

'"

100

10'

WILLIAM F. ALDINGER,

lO-Ui-02 Ta.k Force meeting

DESCRIPTION IDENTIFIED

3-18-02 rnk Force muting minute. 80

"State Qf the llniQn"

fiQunhQld. 81{ 11-14-03

HcOOllald letter

Backgl:OWld OUe,Uonn-.1re 11

Monthly report

3-18-03 letUr to 11:. Aoklin 13

12-3-03 let.ter from Aldinger 11

EXAMINATION

BY MR. MCALLISTER:

Q Please stale and spell your name for the record.

A My name is William F. Aldinger. That's A+d as in
David, j-n-g-e-r.

Q Mr. Aldinger, my name is Kent McAllister. I'm an

attorney with the Enforcement Division of the Sccmitica and

Exchange CommissioD. With me is Delia Helpingrrtinc. She is

an accountant. lohn Silc.onl, who is an Assistant Director,

will bcjoiniDg us shortly.
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was examined and testified as follows:

1 PROCEEDINGS
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Q How often do you -- in connection with your review

of tb: filings of the Commission, how often have you ICCD

something that you think needed to be reworked or changed iD

anyway?

A ] can't recall specifically ever having changed

anything.

Q Do you have any other responsibilities with respect

to reviewing Commission filings?

A I do not.

Q And when I say Commission filings, I'm referring to

10K and IOQ's. Is that your unders1anding?

A That's my understanding.

:MR. K.AVALER: I jwt want to be clear. When you

we the word responsibility, you mean as a business maUCl'

not as a legal mana.

MR. MCALLISTER: Correct.

BY MR. MCALLISTER:

•
Page 17

1 Did I get nine?

2 MR. SLOANE: 8.

3 THE WITNESS: 8; I'm missio8 somebody then. Let me

4 think about that for a s",ood. Sandy, Bobby, Ken - senility

5 is setting in here. I'm drawio8 a blank. I'm just blanking

6 right now.

7 BY MR. MCALLISTER:

8 Q Docs Stcpbcu McDonald rcpor1to you?

9 A No, SteVc repOl1S to Dave Scboenholz.

10 Q Docs the - it's my unders1anding that since the

II merger of HSPC you brought in a CFO.

12 AYes, we have. We brought in a CFO from HSPC or

13 background is from HSPC by the name of Simon Penny. And I

14 guess that would be my other report. of course, Simon. Thank

15 you. And Simon now would have Steve reporting directly to

16 him today.

\7 Q Has the direct reports to yon cbanged since -

•8 outside of Mr. Peuny, bas the direct reports cbanged ,inee:

19 the merger with HSPC?

20 A There have been no changes at Household direct

21 reports, but ]'ve assumed a couple of additional people.

22 Manin Glynn, who really runs all of the banks for HSPC io

23 the U.S., reports to me. And. again. not in the Household

24 realm. And also Vince Mancuso is the bead of Audit for

25 really the combined institution reports to me. And so ]

Page 18
1 picked up two additional people today in running the HSPC

2 businesses as well.

3 Q In terms of your responsibilities, did they change

4 with the merger with HSPC7

5 A Yes. they did. If you look at the combined company

'S now after the HSPC merger. today we have about 50,000 people

7 instead of 31 ,000 people. We would have another billion

8 dollars of earnings, another 400 branches. presence in

9 Canada. And so it is a broader I bigger. more diverse role

10 right now than I bad before because 1 basically have all the

II Household stuff plus all the HSPC stuff that was resident in

12 the U.S.

13 Q Is it fair to say that you run the North American

14 operation, of HSPC7

IS A Yes.

16 Q Do you have any indirect reports, any dotted lines

17 reports to you?

18 A No, there are a number of people who work for

19 people who work for me that] see and interact with but they

20 don't repOI1 to me indirectly or directly.

21 Q And wbo do you rcpor1 to?

22 A John Bond. And be is the Chairman of HSPC

23 worldwide.

24 Q Anybody else?

25 A No.

Page 19
I Q In your role as the CEO of Household, does that

2 include either prqwing or coordinating the preparation or

3 viewing filings with the Com.mission?

4 A Well, you used a. I guess. a broad combination of

5 things. I would say that I obviously signed the stau:mt:nl.

6 I don't prepare the statements. And the way our process

7 works, and it's a very well defined process which was put

8 together by Ken Robin, our genaal counsel, is essentially

9 each of these very different businesses has a CFO. And that

10 CFO would worl< with his business manager and together they

11 would put their data together for the business. Andthen

12 that series of businesses. of which there are seven or eight

13 businesses, five are major businesses, would come togethc::r

14 with the Controller of the compaoy and also then would be

IS reviewed hy the CFO.

) 6 General counsel staff would review the preparation

17 of tlx: details. Our auditors sign off on it. And after that

18 point is wb:::n I get it to review and ultimately sign.

19 Q Wbcu you say .uditonl -

20 A Outside auditors; inside and outside do, both. So

21 it's a very rigorous process that we have to prepare the

22 documents.

23 Q And what arc your responsibilities in tc:nns of

24 reviewing the filings with the Commission?

25 A Well, I review all the papers that are going to be

I filed. I read everything. And obviously if I found

2 SOmethin8 I dido't think was rigb~ I would make that point

3 known. People would change it. But beyond that essentially

4 I rely heavily on the people who prepare this and have the

5 intimate knowledge of day to day about the bwiness.

6 Q Do you at any time dinx::t certain aspects of the

7 preparation of the filings with the Commission?

8 A Never.

9
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I Q Have you ever SCCD any of the documents that was I was filed iD ADgIlSt, 2002, did you review these documents?

2 associated with that process? 2 A Yes. I always review the documents and read the

3 A Ever is a hard one for me to answer. I donlt 3 entire submissioD.

4 recall seeing any. It just wouldn't have been my style to go 4 Q And as pari of the review process, did you have any

5 into the details and do that. 5 discussions with anybody CODccrniDg that languagc that we

6 Q Okay. 6 jnst read that apJlC"I' OD Page 29 Df Exhibit 88?

7 MR. MCALLISTER: I'm going to take •• let's go off 7 A I do not recall baving any discussion with anyone

8 the record. 8 about that paragrapb.

9 (Off the record at 9:55 a.m. ) 9 Q Did you ask anybody about thatlanguagc?

10 (On the record at 10:08 a.m.) 10 A I don't recall raisins any questions about the

II MR. MCALLISTER: We are back on the record and II document As I think wc talked earlier,l read the

12 while we were off the record we were talking about what has 12 submissions and it's a bundred pages and I read through it.

13 been marked as Exhibit 88 and provided that to Mr. Aldinger 13 And if I fmd something that doesn't look right, I raise it

14 and counsel. And we discussed if we can -- on Page 29, the 14 and would cxJ=t it to he cbanged. But as wc talked about

15 second paragraph from the boltom that starts off with, our 15 earlier, wc've got, eacb business is diff=t from the other

16 policies for consumer receivables permit reset of the 16 business. Eacb product is diff=t from the other product.

'7 contractual delinquency. That paragraph. If we can 17 And essentially I bave to rely on the CFO's and the business

,g stipulate that that frrst sentence in the paragrapb is the 18 manager and then ultimately our CFO and our accountants and

19 same as in the 10K that was filed on March 13th. Exhibit 88 19 our auditors and our lawyers and collectively, wbcn it gdS

20 is the 2001 10K that was filed on August 27th. And also in 20 to me,l cxJ=t the document is right. And then unless

21 the second quarter 10Q of 2002 and the third quarter 10Q that 21 something appears individually wrong wbcn I read it, I'm not

22 was filed in 2002. 22 going to overrule or second goess anybody.

23 The discussion also focused on the second sentence 23 So,] don't recall ever focusing on this specific

24 of that paragrapb which starts off with, sucb are-aging 24 paragraph, though I acknowledge I've read the whole thing.

25 policies vary by product and are designed to manage customer 25 My view at the time was we were doing n:al.ly good state of

Q The 10K that was filed on March 13th, the

diffcrcocc bctwcco that filins and this filing, whicb il

Exhibit gg, which was filed in ADgIlSt 2002, the diffCl"Cllcc

bctwccn those two is in the 10KA" Exhibit 88. tbcrc', •

restatemcnt. Is that concct1

A An earning's restatement.

Q Yes.

A Yes.

Q And between the two documents. substantively that' ,

the only difference between the two documents; that the

reason for this IOKA beins filed was for the n:statcmcDL

A I honestly don't recall that.

Q Sitting here - at the timc that this Will filed iu

ADgIlSt of 2002, did you know why this languagc was inclDdcd

in the filing?

A I did not.

Q Do you know why, sittins hen: today do yoa know why

it was included?

A I don't specifically know why it was included.

Q In 2002 when this exhibit was being prepared, when

the 2001 10K was being prq>ared, did you dincct anybody to

iaclude languagc IiI::n this in the filing?

A I did not.

Page 26
] relationships and maximize collections. There is some

2 variation in that second sentence and some of the filings.

3 And to the extent we need to discuss those, I have copies of

4 that and we can make those exhibits and talk about tb::m.

5 Is that a fair representation of what we discussed

5 off the record?

7 THE WITNESS: It is.

8 BY MR. MCALLISTER:

9 Q Having said thaI, Mr. Aldinger, ia that paragrnph

10 on Page 29 of Exhibit 88, that rust sentence stating, our

11 policies for consumCf receivables pennit reset of the

12 contractual delinquency status of an account to current

13 subject to certain limits if a prcdct.cnnined number of

14 consecutive payments has been received and there is evidence

15 that the reason for the delinquency has been cured.

16 Do you sec that?

17 A Ido.

18 Q What was the pUIj>OS<: of that disclosure?

19 A The purpose of the disclosure] assume was to do a

20 disclosure. To provide data and evidence or information for

21 investors.

22 Q And this question, ] guess, relates specifically to

23 whca the 10K, 2001 10K was frrst filed aDd for this

24 particular filing, this IOKA, which is Exhibit g8. Befon:

25 the 2001 10K was filed in March and hefon: this Exhibit 8g
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] the art disclosures and that was the intent. Not to, to be

2 as comx:t as we can be. Period.
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