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Lead plaintiffs hereby submit this Status Report in advance of the January 6, 2006 status 

conference. 

A. Status of the Settlement with Arthur Andersen LLP 

On December 15, 2005, plaintiffs appeared before Judge Ronald Guzman to request 

preliminary approval of their settlement with Arthur Andersen LLP, which was orally granted by the 

court subject to entry of an order.  On December 16, 2005, consistent with the hearing on the prior 

day, plaintiffs submitted an order for Judge Guzman’s approval of the partial settlement.  Entry of 

that order is currently pending. 

B. Status of Motions Pending Before This Court 

1. Household Defendants’ Motion for Partial Reconsideration of the Court’s September 

28, 2005 Order Regarding Defendants’ Motion to Amend the Protective Order:  Briefing was 

completed on October 25, 2005.  As outlined in §C.5 of this Status Report, plaintiffs have made 

several requests to defendants regarding removal of “Confidentiality” designations.  Defendants’ 

failure to respond to the majority of these requests provides further support for denial of defendants’ 

motion.   

2. Motion to Compel the Household Defendants to Produce Source Logs for Documents 

Produced in This Litigation:  Plaintiffs filed this motion on June 6, 2005, seeking to compel source 

logs as well as verification that document production pursuant to individual requests was complete.  

Following plaintiffs’ filing, defendants produced source logs.  Plaintiffs withdrew that part of the 

motion.  Briefing on the remainder of the motion was completed by July 21, 2005.  At the August 

24, 2005 hearing, the Court ordered defendants to file by September 2, 2005, a supplemental 

response verifying completion of document production.  Instead of filing a response, defendants sent 

a letter to the Court describing generally their efforts in gathering documents.  Defendants, however, 

failed to verify the completion of any individual request.   
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Consistent with plaintiffs’ representations at the October 26, 2005 status conference, 

plaintiffs provided defendants on November 1, with a non-exclusive list of responsive documents 

that appeared to be missing from defendants’ purportedly complete hardcopy production.  

Defendants’ November 14, 2005 response acknowledged that there remained a large volume of 

responsive documents that defendants had not produced and indicated that defendants had located 

and would produce certain of the missing documents.  Despite this acknowledgement, defendants did 

not indicate that they would search for and produce the remaining missing documents, but rather 

stated “should any be located they will be produced.”  On December 2, 2005, plaintiffs again 

requested that defendants produce all missing documents on or before December 15, 2005.  

Defendants did not do so.  Plaintiffs thus renew their motion requesting that the Court order 

defendants to verify the completion of document production by individual request.  Plaintiffs also 

anticipate filing a motion to compel production of certain outstanding relevant documents.   

C. Status of Discovery 

1. Rule 30(b)(6) Housemail Deposition  

 On December 2, 2005, plaintiffs took the deposition of Christine Cunningham pursuant to 

plaintiffs’ Rule 30(b)(6) Housemail deposition notice.  While the deposition is not complete due to 

Ms. Cunningham’s lack of knowledge regarding certain topics,1 her testimony has provided 

plaintiffs with useful information regarding both potential spoliation and the status of existing 

Housemail files, which plaintiffs summarize below. 

The Housemail system was the primary email system used by Household and included a 

bulletin board function and a calendaring function.  Exhibit A attached hereto (December 2, 2005, 

                                                 

1   As the result of correspondence between the parties, Household has agreed to produce Carol Werner 
to testify on these topics.  The parties have not yet set a date for this deposition. 
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Deposition Transcript of Christine Cunningham) at 83 (primary email system); id. at 39 (bulletin 

board feature); id. at 43 (calendaring function).  “Live” Housemail files had a six-month retention 

period and due to the technology at issue were stored on external hardware (centralized computer 

disks).  Id. at 19, 42.  The user could reset the “date” of an email so as to extend this six-month 

period.  If not reset, a purge program would delete email files older than six months on a daily basis.  

Id. at 56-58.  Household backed up the entire system every Saturday, and on Monday through 

Friday, Household only did an incremental backup.  Id. at 65-66.  This backup system was on a 21-

day cycle as the backup tapes were re-used every three weeks to make new backups.  Id. at 37. 

During the late October-early November 2002 timeframe, well after the commencement of 

this litigation, Household conducted a company-wide migration from Housemail to LotusNotes.  Id. 

at 176-77 and Ex. 84.  (As part of that migration, Household also upgraded its LotusNotes program 

and hardware.  Ex. A at 152.)  Not all Housemail files were migrated, including archived notelogs 

and other Housemail files.  See, e.g., id. at 156-57, 170 (no migration of bulletin board files).  During 

the migration, Household did not create a separate, searchable set of Housemail files.  Id. at 164-65,  

173 (migration process created a single Mail.Nsf file for all migrated files for each user).  After 

migration, the Housemail system remained in use until December 31, 2002, when it was shut down.  

Id. at 159. 

Thereafter, in July 2003, Household turned over custody of the centralized computer disks to 

IBM.  Id. at 26.  Prior to releasing custody of the centralized computer disks, Household did not 

make a copy of them.  Id. at 167.  Plaintiffs do not know whether these disks contained live 

Housemail files at the time or whether the files were purged either as a result of direct Household 

action or as a result of the automatic six-month purge program.  Id. at 167-69, 182-83.  In any event, 

at this juncture, Household does not have access to any live Housemail files except to the extent such 

files were migrated into LotusNotes in 2002. 
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The earliest Housemail backup tapes are those of August 31, 2002.  Id. at 75.  The August 31, 

2002 backup tapes are a Saturday backup set and were saved as a result of a September 20, 2002 

directive to retain Housemail files issued for this case.  Id. at 75-76.  The September 20, 2002 

directive did not contain any instruction to Housemail users to “reset the clock on old e-mails.”  Id. 

at 111.  Despite this and despite the directive itself, Household continued to run the six-month purge 

function on the Housemail systems.  Id. at 102, 110-11.  Additionally and again despite the directive, 

Household did not retain all backup tapes subsequent to the September directive resulting from this 

litigation until November 2002 as part of Household’s retention of documents for a Securities and 

Exchange Commission (“SEC”) investigation: 

Q:  Now, after [September 20] directive was issued, were all the tapes, the 
backup tapes after August 31, 2002 saved? 

A:  No. 
 

* * * 

Q:  Do you know why not? 
A:  The directives – the directive stated that employees would be saving their 

e-mails.  It didn’t state that we were to at that point retain the tapes.  We did take 
those steps later. 

Q:  When did you start taking the steps? 
A:  In November. 
Q:  And why did you start taking those steps in November? 
A:  We wanted to make sure that as much information as possible was 

retained. 
Q:  And did that have anything to do with the SEC investigation? 
A:  Yes. 
Q:  So in November you started saving all the backup tapes in response to the 

SEC investigation, is that correct? 
A:  Yes. 
Q:  But before that you were not saving all of the backup tapes in response 

to this litigation, is that correct? 
A:  Yes. 

Id. at 104-05 (emphasis added).  Thus, there are only sporadic and potentially unusable backups 

from August 31 to October 24, 2002.  Id. at 125-26.  From that date, Housemail backup tapes were 
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more routinely saved, including a December 31, 2002 yearly backup of all Housemail files.  Id. at 

70. 

In addition to these backup tapes, Household has Housemail files for 47 specific users in 

readable text format.  Id. at 145-46.  Household sent these files to a vendor, Applied Discovery, in 

order for it to run word searches on those files for the SEC.  Id. at 148.  Plaintiffs have since 

requested that Household provide plaintiffs with basic information regarding the status of these files, 

including: (i) whether it has commenced, or will commence, running word searches of these 

Housemail files using the search terms authorized by the Court; (ii) whether Household has already 

produced them to plaintiffs; (iii) the location of the files searched for the SEC; and (iv) whether 

plaintiffs can inspect them.  Household has neither responded to this request nor has it responded to 

any of the related requests on this issue.2 

2. Other Depositions 

In addition to taking the Housemail deposition of Christine Cunningham and requesting the 

deposition of Carol Werner with respect to topics on which Ms. Cunningham lacked knowledge, 

plaintiffs have taken the following actions since the October 26, 2005 status conference: 

(a) On December 15, 2005, plaintiffs requested that defendants provide dates in 
the latter half of January 2006 for the depositions of Walter Rybak and Curt Cunningham.  To date, 
defendants have not responded.   

(b) Plaintiffs noticed the deposition of Lew Walter, a current employee of 
defendants, for January 26, 2006.   

(c) Plaintiffs noticed via subpoena the depositions of Louis Levy and John 
Nichols, both former directors of Household.  These depositions are set for January 18 and 20, 2006, 
respectively, with earlier dates for the production of documents.  Counsel for defendants has 
requested that these dates be moved as they are “inconvenient” proposing dates in late January or 
mid-to-late February for Levy, but not for Nichols.  

                                                 

2  Interestingly, 45 of these 47 individuals were already included in the list of custodians approved by 
the Court’s order on October 31, 2005.  
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(d) Plaintiffs served a 30(b)(6) deposition notice upon defendants seeking 
testimony on January 19, 2006 with respect to internally generated financial data prepared by 
Household and the processes and procedures for compiling and reporting financial data.  The parties 
are currently meeting and conferring regarding the deposition. 

3. Interrogatories 

a. First Set of Interrogatories 

On November 11, 2005, the Court entered an order granting in part and denying in part 

plaintiffs’ motion to compel answers to the first set of interrogatories.  The Court ordered defendants 

to amend their interrogatory answers to identify witnesses with knowledge of the facts underlying 

the affirmative defenses and to identify documents supporting the affirmative defenses by December 

6, 2005.  Thereafter, on December 6, 2005, the parties filed their Stipulation for Leave to File an 

Amended Answer whereby defendants agreed to amend their Answer to the [Corrected] Amended 

Consolidated Class Action Complaint for Violation of the Federal Securities Laws to withdraw all 

but five of the originally asserted 22 affirmative defenses, and served Defendants Household 

International, Inc., Household Finance Corporation and J.A. Vozar’s Second Amended Responses 

and Objections to Plaintiffs’ First Set of Interrogatories, limiting their response to their remaining 

five affirmative defenses.  On December 8, 2005, defendants filed the First Amended Answer of 

Household International, Inc., Household Finance Corporation, William F. Aldinger, David A. 

Schoenholz, Gary Gilmer, and J.A. Vozar to [Corrected] Amended Consolidated Class Action 

Complaint.   

The Court also ordered defendants to identify the principal and material facts supporting each 

of their affirmative defenses by January 13, 2006. 

b. Second Set of Interrogatories 

On September 21, 2005, plaintiffs served Lead Plaintiffs’ Second Set of Interrogatories 

Propounded to Defendants Household International, Inc., Household Finance Corporation, William 

F. Aldinger, David A. Schoenholz, Gary Gilmer, and J.A. Vozar, which includes Interrogatory Nos. 
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4 through 18.  On October 24, 2005, defendants served objections and responses, which consisted 

principally of the objection that plaintiffs had exceeded the 25 interrogatory limit set forth in Fed. R. 

Civ. P. 33 and included no substantive responses.  The parties met and conferred regarding the 

number of interrogatories plaintiffs could propound, during which Household refused to commit to 

provide supplemental responses by a date certain until after the issue regarding the number of 

interrogatories was resolved.  On November 3, 2005, Household proposed a response date of 

December 16, 2005, which plaintiffs accepted out of professional courtesy and based on the 

understanding that Household would respond substantively at that time. 

Instead, on December 16, 2005, Household raised new objections and failed to respond to 

five interrogatories.  Further, it did not provide any responses to subparts of five more.  Even where 

Household did respond, the response provided was inadequate on its face.  For example, when asked 

to identify documents used to calculate Household’s credit loss reserve, Household identified a letter 

from one of its attorneys to the SEC that purported to describe the process.  See Interrogatory No. 13 

and response thereto.  Household has justified its position on, inter alia, the objection that it “does 

not maintain information in the normal course of its business in the manner requested by Plaintiffs.”  

See, e.g., Interrogatory No. 6 and response thereto.  By letter dated December 19, 2005, plaintiffs 

pointed out the deficiencies in Household’s objections and responses. 

On December 23, 2005, Household supplemented its responses to include substantive 

responses to Interrogatory Nos. 5(a) and 8(a) and to modify the response to Interrogatory No. 17.  By 

letter dated December 27, 2005, plaintiffs again addressed the deficiencies in Household’s responses.  

Via telephonic conference on December 28, 2005, plaintiffs requested that Household agree to 

correct all of the identified deficiencies by January 12, 2006.  Household has not yet agreed to this 

proposal. 
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4. Confidentiality Designations 

Pursuant to the Protective Order, plaintiffs requested that defendants de-designate a number 

of allegedly “Confidential” documents.  By letter dated November 14, 2005, plaintiffs identified the 

Investor-Relations reports and other documents as inappropriately designated as Confidential.  

Defendants did not respond to this request until December 14, 2005, when counsel indicated that 

defendants were still studying this issue and would respond promptly.  Defendants still have not 

responded to plaintiffs’ request. 

Additionally, plaintiffs requested de-designation of all exhibits used in the December 2, 2005 

deposition of Christine Cunningham and subsequently all documents produced in conjunction with 

that deposition.  The documents are old and contain only stale, non-sensitive information.  

Defendants have agreed to de-designate all but one of the deposition exhibits, which the parties are 

still discussing.  However, to date, defendants have not responded with respect to the other 

documents produced in response to the deposition notice.   

5. Document Production and Motions to Compel 

Defendants currently represent that their document production, including native format 

documents responsive to plaintiffs’ first request for production of documents, will not be complete 

until April 7, 2006 – just over one month prior to the current fact discovery cut-off of May 12, 2006.  

Given the length of time the discovery has been pending and the limited time frame within which to 

complete discovery, plaintiffs believe production in response to both plaintiffs’ first and second 

requests for production of documents should be completed on or before January 31, 2006.  

In addition to the ongoing delays in production and the failure to complete production 

discussed above, defendants’ production has been deficient for failure to produce relevant documents 

from outside the Class Period.  Plaintiffs narrowed the scope of the time period requested in their 

document requests to the period January 1, 1997 through December 31, 2003 – the same period 
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defendants demanded in document requests to plaintiffs.  Defendants have agreed to produce 

documents outside the Class Period for only a select few categories of documents. In light of 

defendants’ cherry-picking documents outside the Class Period, plaintiffs expect to move to compel 

complete production as documents from this period are relevant to plaintiffs’ claims.   

Plaintiffs have proposed that defendants include the following individuals whom defendants 

have identified as having knowledge regarding key issues in this case in their search for both 

hardcopy and electronic files:  Patricia Bliss, Ronald L. Bryar, Paul Creatura, Mike Eden, Ned 

Hennigan, and Celeste Murphy.  Plaintiffs also requested the files of Tom Shelly and Jorge Cordon, 

2 of the 47 users whose Housemail files were converted in readable format. 

Defendants have also flatly refused to produce numerous documents responsive to Plaintiffs’ 

Second Request for Production of Documents.  Having exhausted meet and confer avenues, 

plaintiffs believe their only recourse is to move to compel production of such responsive documents. 

DATED:  January 4, 2006 Respectfully submitted,  
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DECLARATION OF SERVICE BY UPS OVERNIGHT OR BY EMAIL 

I, the undersigned, declare: 

1. That declarant is and was, at all times herein mentioned, a citizen of the United States 

and employed in the City and County of San Francisco, over the age of 18 years, and not a party to 

or interested party in the within action; that declarant’s business address is 100 Pine Street, 

Suite 2600, San Francisco, California 94111. 

2. That on January 4, 2006, declarant served by UPS Overnight (noted on the service list 

attached) or by email LEAD PLAINTIFFS’ STATUS REPORT: JANUARY 6, 2006 STATUS 

CONFERENCE to the parties listed on the attached Service List.  The parties’ email addresses are 

as follows:  

TKavaler@cahill.com 
PSloane@cahill.com 
LBest@cahill.com 
NEimer@EimerStahl.com 
ADeutsch@EimerStahl.com 
sparzen@mayerbrownrowe.com 
mmiller@millerfaucher.com 
lfanning@millerfaucher.com 
 

I declare under penalty of perjury that the foregoing is true and correct.  Executed this 4th 

day of January, 2006, at San Francisco, California. 

/s/ Monina O. Gamboa 
        MONINA O. GAMBOA 
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