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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION

)

LAWRENCE E. JAFFE PENSION PLAN, ON }  Lead Case No. 02-C-5893

BEHALF OF ITSELF AND ALL OTHERS SIMILARLY ) (Consolidated)
SITUATED, )
) CLASS ACTION

Plaintiff, )

) ) Judge Ronald A. Guzman

- againsi - % Magistrate Judge Nan R. Nolan

HOUSEHOLD INTERNATIONAL, INC,,ET AL., )
)
Defendants. )
)

DECLARATION OF LANDIS C. BEST IN SUPPORT OF
THE HOUSEHOLD DEFENDANTS’ OBJECTIONS TO
MAGISTRATE JUDGE NOLAN’S DECEMBER 6, 2006
ORDER COMPELLING PRODUCTION OF CERTAIN

ATTORNEY-CLIENT COMMUNICATIONS AND WORK
PRODUCT

I, LANDIS C. BEST, declare as follows:

1. 1am a member of the bar of the State of New York, admitted to this Court pro hac
vice in connection with the above-captioned matter, and a member of the firm Cahill Gordon &
Reindel LLP, co-counsel for defendants Household International, Inc., Household Finance Corpo-
ration, William F. Aldinger, David A. Schoenholz, Gary Gilmer, and J.A. Vozar in this action. I
submit this declaration to place before the Court a document that bears on the Household Defen-
dants’ Objections to Magistrate Judge Nolan’s December 6, 2006 Order Compelling Production

of Certain Attorney-Client Communications and Work Product.

2. Attached hereto as Exhibit A is a copy of a July 13, 2006 letter, together with its at-
tachments, from Susan Buckley, a member of Cahill Gordon & Reindel LLP, to D. Cameron
Baker, an attorney associated with the firm Lerach Coughlin Stoia Geller Rudman Robbins LLP,
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counsel for Plaintiffs.

Executed this 21 Day of December, 2006 in New York, New York.

t LANDIS C. BEST
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Exhibit A
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Juiv 13, 2006

Our inquiries concerning the E&Y engagements are largely complete. Although we
do have some follow up to do, I do not anticipate that it will change our conclusions concerning

We now understand that Emst & Young was engaged by Household for three sepa-
grate projects before the termination of the class period. I should stress that most of their work was
mpleted after the conclusion of the class period and that their findings were relayed to House-
hold’s General Counsel after the class period as well. In light of those facts and Magistrate Judge
Nolan’s opinion of June 15, 2006 denying post class period discovery. we seriously question
whether the documents concerning those engagements have any relevance to your case, but | will
pass that issue if only for the moment.

The engagements were memorialized in three separate engagement letters: twodated
July 1, 2002 and the third dated September 25, 2002, You have inquired as to whether we will pro-
vide you with copies of those engagement letters and, if not, to point you tc case law authority dem-
onstrating that the letters themselves are privileged. We have looked into that issue and have con-
cluded that those portions of engagement letters revealing the identity of the client and the economic

terms of employment are not often viewed as privileged but that confidential information conceming
the engagement is.

As such, and in a spirit of good faith, 1 have enclosed redacted copies of the three en-
gagement letters for your consideration. We have redacted only that material that specifically de-
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scribes the nature of the confidential work Emst & Young was 10 perform. Even as redacted. the
letters reveal that Emst & Young’s work was undertaken at the request of and under the direction ot
Household’s General Counsel. Each of the letters also reveals that Emst & Young's work was spe-
cifically imtended to be privileged under the attorney-client privilege. the work product doctrine and
other cited privileges. You will also see that extraordinary care was to be taken to maintain the
privileged nature of the work. And it was.

I hope that when you review the enclosed documents you will conclude thatthere is
little point in wasting the Court’s time and resources by our teeing up 2 motion relating to these en-
gagements, particularly in light of Magistrate Judge Nolan’s decision of July 6. 2006 conceming the
Arthur Andersen documents. If anything, the issue here is even more clear cut than the issues that

.vere so definitively addressed by the Magistrate Judge in that opinion.

Finally. you had asked for my availabilty for a “meet and confer.” Although [view
that as somewhat premature at this point, as I tried to make clear in my letter of June 29. 2006,
piease feel free to call me at any time to discuss this issue. '
Sincerely.

Susan Buckley

D. Cameron Baker, Esq.

Lerach Coughlin Stoia Geller
Rudman Robbins LLP

100 Pine Street

ilt’h F 1001'
Francisco, CA 94111

[Enclosures]

By FedEx (w/enc.) and By Facsimile (w/o enc))

cc: Thomas L. Riesenberg, Esq. (By Facsimile)
Adam B. Deutsch, Esq. (By Facsimile)
Marvin Miller, Esq. (By Facsimile)
Patricia Farren, Esq.
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September 25, 2002

Kenneth H. Robin, Esq.
Senior Vice President
and General Counsel, Household Intemnational, Inc.
. Nancy Johnson Bromley, Esq.
General Counsel, Consumer Lending, Household Finance Corporation
2700 Sanders Road
Prospect Heights, IL 60070

Dear Mr. Robin and Ms. Bromley:

This letter sets forth our understanding with Tespect to the scope and ierms of the
engagement of Ernst & Young LLP (“E&Y™) by the General Counsels of each of
. Household }nlemalional, Inc. " and Household Finance Corporation (1ogether,
“Household™) 1o perform certain services ‘ '
_ _ (the “Project™), as such services are more fully described
on Exhibit A attached hereto (the “Services”) and to prepare reports, i form, and
- addressing issues, approved by Household, summarizing the results of the Services (the
“Woark Product™). v,

- [

. Privileged Nature

We_understand that you will be utilizing the Work Product in order to provide legal
advice to your client, Household, in your capacities as General Counsel. As such, you
have advised us (but we have made no independent inquiry or determination) that all

of the Equal Credit Opportunity Act (15 U.S.C. Section 1691, er seq.) or the seif
Fvaluation privilege enunciated under certain case law, we understand that Household
Intends to assert that privilege. Your genera) requirements relative to privileged matenals
and communications are set forth in Exhibit B to this letter.

A Member Practice of £rnst & Young Glohai
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E&Y further understands that, in the course of ‘performing the Services, it will have
access to non-public information reiating to Household or third parties that is confidential
and may be personal in nature. Therefore, aj] non-public communications or evidence of
communications, including, without hmitation, work papers, correspondence. transcripis,
Ieports, analyses, spreadsheets, checklists, or similar materials, or documenits that we
produce or which come to be in our possession or the possession of the Subcontraciors
(as defined below) with Teéspect to the Project shal] be kept strictly confidential. except to
the extent that Household. discloses any thereof to third parties or otherwise consents to
such disclosure. All writiep Work Product sha]l be marked “Privileged and Confidentja]
Atiomey Work Product and Attorney-Client Communication.” For purposes of this

and structures for the retention, organization and communication of data. Except as
required by law, in no event shall we revea] any information or opinions relating to or
arising from the Work Product or the ‘Project to any Person or entity other than
Household without Household’s prior written consent. E&Y acknowledges that a breach
of its confidentiality obligations hereunder could cause irreparable mjury to Household,
entitling it to seek equitable relief in a court of competent jurisdiction solely for the
purpose of enjoining such breach, '

. Scope of Services

The scope of the Services is more fully described on Exhibit A, together with the
proposed timing thereof, and our anticipated fees, including the fees of our principal
subcontractor(s)  REN &{‘,Tm (“Subcontracted
Testing Services™) in connection with the Services (** Testing Subcontractor(s)™). E&Y
. presently anticipates that it wilj engage a single Testing Subcontractor to perform the firs(
Phase of Subcentracted Testing Services, which Testing Subcontractor may, in tum,
subcontract its services 1o individuals. E&Y may retain additional Testing
Subcontractors as required, in its reasonable estimation. E&Y also anticipates that
certain  transcription services (“Subcontracted Transcription Services™) — will be
subcontracted 10 one or more subcontractors (“Transcription Subcontractor(s)™; together
with Testing Subcontractors, “Subcontractors™), Househoid and E&Y may revise the
scope of the Services, and Exhibit A, from time to time while this letter remains in effect.

Household agrees that it will promptly review and revise or approve all proposed
procedures for the conduct of any of the Services, as requested from time to time by
E&Y. Thereafter, 10 the extent E&Y proposes to alter matenally any such approved
procedures, we shall submit such changes for Household’s review and approval.
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E&Y shall have no responsibility or hability for the creation”
or administration of any such Support Information or Verification Processes, nor shall _
E&Y have responsibility or liability for the delivery. use or misuse of any thereof by any

particular tests being performed thereby. E&Y shall have no responsibility or liability for
. this delivery, or subsequent use or misuse of such material. : S
Household specifically acknowledges and agrees that Support Information will not be -
provided to any third party, other thag E&Y, and that E&Y is specifically authorized to
deliver such Support Information to Testing Subcontractor(s) and/or designated
subcontractors of Testing Subcontractor(s), for use in connection with applicable
Subcontracted Testing Services. Household also specifically represents and warrants, to
E&Y and to ali Testing Subcontractors and/or designated subcontraciors of Testing

Support Information will not be adversely affected as a result of the creation, provision or
use thereof. If requested by Testing Subcontractor(s), Household wiil provide Testing
Subcontractor(s), its employees and subcontractors, with the assurances provided in this
paragraph. '

.. The Services and the Work Product are intended sotely for vour use in rendering legal
advice to Household. None of the Work Product or summaries thereof may be
distributed to third parties under or using E&Y’s name. marks or o g0, or otherwise with
reference to E&Y without the prior knowledge and consent of E&Y. In any cas,
Household shall specifically advise such third parties that they are not entitled 1o rely
upon the Work Product for any purpose and shall obtair their general release, in form and
substance reasonably acceptable to E&Y, of alt claims against E&Y in connection
therewith.

None of the Services or the Work Product will constitute legal advice or the practice of
law by E&Y, any Subcontractor or any of their respective pariners, officers, directors,
employees, agents, independent contractors or representatives. No independent attomey-
client relationship exists or shall exist with respect 1o the Services; such attorney- client
relationship as does exist is derivative of your status as atlomeys. This engagement does
not involve the compilation, review or audit of any financial records or statements.
Because our engagement is advisory in nature and limited in scope, we cannot give any
assurance that we wil] discover or identify all issues, information, circumstances, facts
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and practices, or provide all analyses, that may be relevant to Household. and E&Y shall
not be responsible for any loss or liability that may result from any such failure,
Household shall have sole responsibility for determining that the Project. the Services, _
the manner in which either thereof are proposed 10 be conducted (in the case of the
Services, with Household’s approval), including, without limitation, in connection with
the creation and use of the Support Information and the Verification Processes. the Work
Product and the uge thereof by Household, E&Y and Subcontractors comply with all
applicable Jaws, orders, and regulations, and for compliance therewith. Prior 1o the
commencement of the Services, Household shall provide E&Y and Subcontractors with a
legal opinion to the effect that the Project and the Services in fact comply with ali
. applicable laws, orders and regulations.

Billing
Based on our current estimates of timing and staffing levels for E&Y as well as the costs

of the Testing Subcontractor(s), E&Y will biil Household, on account. for the 2002
Services as follows: '

‘ Inttial Billing $350,000 due upon execution of this letter
. - October 15, 2002 375,000 — 425,600
October 31, 2002 500,000 - 550,000
November 15, 2002 525,000 — 600.000
November 30, 2002 300,000 — 250,000
. Estimated Total $2,050,000 - 2.275,000

These billings reflect pre-payment to E&Y for costs it will incur in paying Testing
Subcontractory(s), presently aniicipated as $225.000-$250,000. E&Y will provide
Household with a statement of the total bills rendered by Subcontractor(s). If these
estimates are likely to be exceeded due o changes in the circumstances or assumptions
herein or due to a significant increase in the scope of the project (as a resull of
unexpected factors uncovered in our lesting or otherwise), we will inform you as soon as
possible and discuss the apprepnate course of action.

Additional costs will be incurred for the Transcription Services and will be billed
- separately to Household.

Other cut of pocket expenses, including travel costs, lodging, transcription, outside
research and counsel fees (including the allocable cost of in-house counsel) will be
itemized and billed separately as incurred. We anticipate that such out of pocket
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€xpenses, other than the fees of the Transcription Subcontractor(s) for the period through
December 31, 2002, will not exceed 10% of total fees. We donot bill separately for in-
house secretarial or word processing services, or in-house computers. in-house
photocopying, faxing and Jon g distance telephone charges, which are included in the fees
billed as above. Househoid shall pay all applicable taxes incurred in connection with the
performance of the Services or the delivery of the Work Product (except for taxes
imposed on E&Y s income) in addition to E&Y s fees and expenses.

- Based on our experience in providing the Services and the Work Product for the period

through November 30, 2002, and in planning for providing the Services and the Work

. Product for future periods, by December 15, 2002, we expect to provide you with an
estimate of fees for 2003.

If E&Y is required by government regulation, subpoena or other legal process to produce
its documents or personne! as witnesses with respect to the performance of any of the
Services or otherwise in connection with the Project, Household shall promptly reimburse
E&Y for its professional fees at full standard rates and expenses, as well as the
reasonable fees and expenses of its counsel (including the allocable cost of in-house
counsel) incurred in responding to such requests.

. Other Matters

Under the direction of Household, and with its approval, E&Y will determine the
necessary qualifications and other requirements of one or more Subcontractors, and E&Y
will thereafier engage Subcontractor(s) meeting such requirements to perform such

. Subcontracted Services as E&Y may determine. E&Y’s agreements with each such
Subcontractor (the “Subcontracts™) shall be in a form acceptable to E&Y and shali
impose upon the Subcontractor duties and obligations with respect 1o Subcontracled
Services as set forth herein for E&Y with respect to the Services. All of Household's
obligations to E&Y hereunder (except with respect 1o the payment of fees, which shallbe
enforceable only by or on behalf of E&Y) shall be deemed to benefit the Subcontractors
to the extent of the Subcontracted Services, and may be enforced directly against
Household by the Subcontractors, Household agrees that, to the extent it has any claim
or dispute with respect o the performance of any Subcontracted Services or otherwise
arising out of any obligation or duty of a Subcontractor In connection therewith,
Household shall not take any action against E&Y or any of its affiliates, partner,
employees, agents or representatives, but rather shall pursue such claim directly against
the Subcontractor at Household’s sole expense.

E&Y is not, nor can it represent that any of its partners or employees is, licensed as g
privale investigator in any of the United States, jts termtories or possessions. To the
extent that Household determines that any of the Services require such licensure, E&Y
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shall endeavor 10 engage Subcontractors to perform such Services who are, or whose
employees or contractors are, licensed.

Except as set fonth above with respect (o any breach of its confideniiality obligations
hereunder by E& Y. any controversy or claim ansing out of or relating to the Services, e
Project or services hereafier provided by us to Household (including any such matier
mvolving any parent, subsidiary, affiliate, $UCCesSOr in interest, or agent of Household, or
of E&Y) shall be resojved i accordance with the dispute resolution procedures set forth
n Exhibit C attached hereto. Judgment on any arbitration award may be entered in any
courthaving proper jurisdiction.

None of E&Y or any Subcontracior shall be liable to Household or otherwise in
connection with any of the Services (or Subcontracted Services), whether such liability is
based on breach of contract, tor, strict liability, breach of warranty, failure of essentjaj
purposc or otherwise, except for its gross negligence or wilful misconduct. To the fillest
exlent permitted by applicable law. the tota]l aggregate lizbility of E&Y and the
Subcontractors, regardless of whether such liability is based on breach of contract, ton,
strict liability, breach of warramty, failure of essentjal purpose or otherwise. under this
letter or any Subcontract, or with respect to the Services or any Subcontracted Services,
shall be limited to the fees paid by Household to E&Y under this letter. In no event wil]
E&Y or the Subcontractors be liable for consequential, incidental, indirect, punitive or
special damages (including loss of profits, data, business or goodwill), even if advised of
the likelihood of such damages. - : '

_ Household shall, Jointly and severally, indemnify, defend and hold harmless E&Y, the
. Subcontractors, their respective affiliates and all of their respective partners, members,
sharehoiders, directors, officers, managers, employees, contractors, subcontractors,

agents and representatives (collectively, the “Indemnitees™) from and against all claims
(including all- third-party claims), losses, liabilities, damages and expenses (including,
without limitation, reasonable atterneys’ fees (and the allocable costs of in-house
counsel) (collectively, “Losses™) suffered or incurred by any of the Indemnitiees arising

without limitation, '  nEm A ATER

+ or the disclosure of any of the Support Information to any
PErson or entity other than Household, its employees or agents; (c) the performance of the
Services in accordance with this letter and procedures approved by Household or the
conduct of the Praject otherwise by, or on behalf of, Household; (d) the use of the Work
Product by Househoid or any other person or entity; or (e) any disciplinary or other
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action taken by or against Household or any other person or eniity as a resyh. or
otherwise in connection with, the Work Product, the Services or the Project.

If any portion of this Letter is hejd to be void, invalid, or otherwise unenforeeable, ip
whole or pan, the remaining portions of this letter shall remain in effect. This letter shaj]
be governed by, and construed in accordance with, the laws of the State of New York.
applicable to agreements made and fully to be performed therein by residents thereof

If these arrangements are acceptable, please sj §n one copy of this letter and retum it to
Rhea Dignam at the above address, :

Sincerely,

¥ LLp

Emst & Young LLP

27 e
By A C Ao T 43,3,%,,1.. S,
. Rhea Kemble Dignam g

Attachment

. Approval to initiate the project described i this engagement letter.

Signature: Date
: -
Kenneth H. Robin .
_ Title: Senior Vicc-Presidcm, General Counsel, Household Intemational, Inc, -
Signature: Date
—
Nancy Johnson Bromley ‘
Title: General Counsel, Consumer Lending, Household Finance Corporation
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. Task 111

Task IV

Project Timing, Fees and Personnel

You hav; committed to complete the initial stage of the program by the end of the fourth
quarter of 2002, W; ?vil! provide the level of personnei necessary to work within this

Tht’trcaﬁer, we will be in a position to include less senior personnel working with our
SEnIor executives to achieve the Program’s objectives. Set forth below Is our best
cstimate of the personne] needed and the length of their participation through the end of
the fourth quarter of 2002-

AREA " EFFORT
' {person — 40 hour weeks)
. Program Planning, Develop Workplan
And Develop Scenarios
Partner (1), Principal (1), Senior Managers (2)
Managers (2), Senior (1) (17 -20)

Coordinate With Third Party Vendors, Train E&Y
Staff and Perform P
RECACTED
Partner (1), Principal (1), Senijor Managers (2)
Managers (4), Seniors (3), Staff (2-3) (20 -24)

Conduct Remaining ol dul LR
Loa@mag

=t ;
Document Meetings and Reéport Results
Partner (1), Principal (1), Senijor Managers (2)
Managers (4), Senjors (4), Staff (6-8) (70 - 80)

Complete Documentation, Summarize Results
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Of All Tests, Prepare Report

And Provide to Household, Plan

And Train For 2003 Operation

Partner (1), Principal (1), Senjor Managers (1)

Managers (3), Seniors (3), Staff (3 - 5) (20 -25)
Approximate Effort (127 - 149)
Estimated E&Y Fees ~ $1,825,000 — $1,025,000

You have indicated you will ask E&Y fo subcontract with the third party vendors. Based
on our preliminary meetings with the likely Testing Subcontractor who will provide the

Applicants, we estimate the cost of these services for all 75 tests will range from $225 -
250 thousand.

Estimated Fees (E&Y and Testing Subcontractor(s))
- For Applicants) $2,050,000 - $2,275.000

If these estimates are likely to be exceeded due to changes in the circumstances or
assumptions herein or due to a significant increase in the scope of the project (as a result
of unexpected factors uncovered in our testing or otherwise), we will inform You as scon
as possible and discuss the appropriate course of action.

Additionally, we have made preliminary contact with transcription services. Based on our
present knowledge, it is difficult to predict the total costs of these services but we
estimate $200 — 400 per transcription. '
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Exhibit B

MEMORANDUM FOR ERNST & YOUNG LLP

RE:  PROCEDURES TO BE FOLLOWED TO PROTECT DOCUMENTS AND
OTHER MATERIALS FROM FUTURE DISCOVERY

Counsel, Household International, Inc. and Nancy Johnson Bromley, General Counsel,
Consumer Lending Household Finance Corporation (hereinafter the “Attorneys™) dated
September 25, 2002, the Attomeys have retained E&Y to assist the Attorneys. in
rendering legal advice to Househeld Finance Corporation and certain of its affiliates
(hereinafier the “Company”). The following guidelines are provided for E&Y to use ip
connection with this €ngagement to ensure that oral and written communications between
E&Y, the Company and the Attomeys remain privileged and confidential under the
attomey-client privilege and attomey-work product privilege doctrines. To the extent
applicable to the Services, strict adherence to the guidelines below is required. Asa
general rule, E&Y should address alj communications in connection with thjg
engagement 1o either of the Aftorneys, except as otherwise authorized by either of the
Attomneys.

L WRITTEN AND ORAL COMMUNICATIONS WITH EITHER OF THE -
ATTORNEYS

. All communications (written and oral) between E&Y and either of the Attomneys
in connection with this engagement are privileged and confidential and shall be
treated as such.

Except as required by Jaw, E&Y may not disclose to any person a COpY or the
contents of any communication from the Attorneys in connection with this
tngagement at any time (inciuding during and after this engagement) without
CXpress prior consent from either of the Attomeys, )

Except as required by law, E&Y may not disclose any Jegal theories, opinions or -
conclusions or other information provided by either of the Attorneys ip
connection with this engagement 1o any person without express prior consent
from either of the Attorneys. ' '

All'written communications for or sent to either of the ‘Attomeys must be rnarkeq -
as privileged with the language set forth in Schedule | to this Exhibit B unless
another description is specifically approved by either of the Attomeys, Al
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materials referring or relating to such comrmunications shal] be destroved pursuant
to Section IX below . ‘

I ORAL COMMUN]CATIONS WITH COMPANY EMPLOYEES
Comm unications with (, ompany’s non-legal employees

E&Y shall not discuss its findings or the status of the investigation witg 2ny non-
legal employees withoyt ©XPress prior consent from either of the Allomeys. -

E&Y shal) pot disclose any Ieg'al theories, opinions or conclusions, any attomey-
work produet or any other privileged information to any non-legal emplovees
without EXPress prior consent from either of the Altorneys, C

Intervieyws af Company Employees ,

During the course of this cngagement, E&Y shall retain notes of communicationg
with Company employees. All notes shall be marked as privileged with the
language get forth in Schedyle I unless other designation js specifically approved. .

approved by either of the Attomneys, E&Y shall provide 3 copy to either of the
Attorneys angd retain a copy of such interview memoranda in the file systey

described ip Section VII below. All materials, other than the approved version of
the interview Imemoranda, shall be destroyed pursnant to Section IX below.

OI.  WRITTEN COMMUNICAT] ONS TO COMPANY
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A copy of all written communications to Company shall also be addressed to the
Attomeys.  All written communications to Company must be marked as
privileged with the language set forth in Exhibit I unless other desi gnation is
specifically approved. At the conclusion of this engagement. all materials relating
or referring to such communications shall be destroyed pursuant 10 Section 1X
below.

v COMMUN]CATIONS WITH THIRD PARTIES

E&Y shall not communicate or disclose any matter concerning this engagement.
with third parties without €Xpress prior consent from either of the Attomeys.

. V. WORK PRODUCT OF ERNST & YOUNG

All documents and other materials provided to or written, generated or prepared

by E&Y in connection with this engagement shall be marked as privileged with
the language set forth in Schedule I unless another designation is specifically
approved.

All materials written, generated or prepared by or for E&Y shall be segregated
and maintained in secure and separate files as described in Section V1I below.

. All materials written, generated or prepared by or for E&Y other than that which
is appended or referred to in the Final Report or is otherwise to be retained in
accordance with Section IX below shal! be destroyed pursuant to the instructions
contained in Section IX at the conclusion of this engagement.

. VI.  DOCUMENT REVIEW

E&Y may be required to assemble documents and other matenals currently
possessed by Company for review by either of the Attomneys. In such event, Emst -
& Young shall make a copy of such materials and maimtain them in the file
system described in Section VI below. E &Y shall maintain a log of such
matenials and their source. Originals of such materials will be retained by
Company. At the conclusion of this engagement, copies of such materials
retained by E&Y shall be destroyed pursuant to Section IX below.

VII. FILES
Segregation

All materials provided 1o or wrilten, prepared or generated by or for E&Y in
connection with this engagement shall be Tetained in separate files or a separate
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IX.  DOCUMENT RETENTION

All materials except documents defined below as “Final Documents ™, relating or
referring to this €ngagement shall be shredded, deleted, discarded or otherwise
destroyed no later than ten (10) business days afier the Final Report is submitted
to and accepted by Company. Notwithstanding anything in this memorandum o
the contrary, E&Y may retain a set of its working papers, provided that such
working papers shall continue to be treated as privileged and confidentia} in
accordance with the terms of this memorandum. Notwithstanding anything
contained in this memorandum to the contrary, E&Y's obligation to identify,
shred, delete, discard and otherwise destroy records is limited to materials
identifiable through ordinary means. For example, E&Y has no obligation to
identify and destroy email messages contained on any back-up tapes that E&Y
and/or vendors may maintain, nor is E&Y required to identify “deleted” materials
that may still reside on portions of computer hard drives that have not been
overwritten,

“Materials™ means all written communications, notes records and other tangible
forms of expression in the possession, custody or control of E&Y that
memorialize, evidence or contain information relating or referring 1o tiis
Engagement, whether drafts or finished versions, originals, copies or annotaled
copies, however created, produced or stored (manually, mechanieally,
electronically, or otherwise) including, but not limited to, analyses, repons,
summaries, work papers, agendas, minutes, notes or records of conversations or
meetings, in whatever form they are held including books, papers. files, notes,
correspondence, memoranda, telegrams, telexes, magnetic tape. tape recordings,
disks, diskettes, disk packs or other electronic media, microfilm, microfiche, and
other storage devices. '

“Final Documents” consist of formal correspondence with the Attomeys,
interview memoranda reviewed and approved by the Attomeys and copies of
documents appended to or referred to in the Final Report reviewed and approved
by the Attorneys. :
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. . Schedule1 to Exhibit B

Except as indicated below, all materials written, generated or prepared by or for the
Attomeys that are not copies of original Company documents shall be marked in the
following language:

DRAFT

CONFIDENTIAL ~ NOT FOR DISTRIBUTION
ATTORNEY-CLIENT PRIVILEGED
ATTORNEY-WORK PRODUCT.

. The following materials need not be marked as “DRAFT”

1. formal correspondence with the Attomneys,
2 Coniemporaneous notes, :
3. interview memoranda reviewed and approved by the Attorneys. and
4. materials appended to or referred in the Final Report that have been
reviewed and approved by the Attomneys, '
but such materials must be marked as privilege with the following language:
. : CONFIDENTIAL - NOT FOR DISTRIBUTION
ATTORNEY-CLIENT PRIVILEGED
ATTORNEY-WORK PRODUCT.
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Schedule IX to Exhibit B

Script for Use at Outset of Interviews
with Company Employees

E&Y has been retained by attorneys of Household Finance Corporation to assist the
‘attorneys in their provision of legal advice to Household Finance Corporation. This
interview is part of that inquiry. We have been retained by the Company to help them
gather information they wiil need to render legal advice to the Company. '

As we are advising all employees that we are interviewin g for this project, it is Important
for you to know that the Attorneys that retained us represent Household Finance
Corporation and not you personally. The Attorneys will be reporting to the Company.on
the information you and others provide to us. We cannot promise to maintain your
confidences or to provide you advice concerning your personal interests.

Household Finance Corporation expects you to keep the fact and substance of this
interview confidential. Consequently, you should not discuss the fact of this interview o
2ny matters addressed during this interview with anyone outside or inside the Company
without the prior approval of the General Counse!’s office. You should not take or keep
notes of this interview. In the event that the government or anyone else contacts you at
any time in the future concerning this interview or information that yoy provide us, ycu
should inform the Generai Counsel’s office at once. (Nancy Johnson Bromley at 847-
564-6237)

Household Finance Corporation expects to take the position that this interview and other
interviews we are conducting are protected by the attomey-client privilege and constitute
. attorney-work product. These privileges should emiitle the Company to withhoid the
information received from the government or other third parties. On the other hand, the
Company may ultimately determine that its interests will be best served by disclosing
some or all of the information we receive. You need to understand that the decision
whether or not to disclose this information will be made by Household Finance

We may call you for an additicnal interview or to review documents maintained by you
or the Company held under your control. We and Household Finance Corporation
appreciate your assistance.

Do you have any questions before we begin?
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Exhibit C

Dispute Resolution Procedures

The following procedures shall be used to resolve any controversy or claim ( ““dispute”) as
provided in our engagement letter of September 25, 2002. If any of these provisions are
determined to be invalid or unenforceable, the remaining provisions shall remnain in effect
and binding on the parties to the fullest extent permitted by law.

Mediation

. A dispute shall be submijtted to mediation by writien notice to the other party or parties.
The mediator shall be selected by agreement of the parties. If the parties cannot agree ona
mediator, a mediator shall be designated by the CPR Institute for Dispute Resolution at the
request of a party. Any mediator so designated must be acceptable to ail parties.

The mediation shall be conducted as spectfied by the mediator and agreed upon by the par-
ties. The parties agree to discuss their differences in good faith and to attemp?t, with facil-
itztion by the medrator, to reach an amicable resolution of the dispute. The mediation shall
be treated as a settlement discussion and therefore shall be confidential. The mediator
may not testify for either party in any Jater proceeding relating to the dispute. No recording
OT transcript shall be made of the mediation proceedings.

Each party shall bear its own costs in the mediation. The fees and expenses of the mediator
shall be shared equally by the parties.

.A rbitration

If a dispute has not been resolved within 90 days afier the written notice beginning the
mediation process (or a longer penod, if the parties agree to extend the mediation), the
mediation shall terminate and the dispute shall be settled by arbitration. The arbitration
will be conducted in accordance with the procedures in this document and the Rules for
Non-Administered Arbitration of the CPR Institute for Dispute Resolution (*Rules™) asin
effect on the date of the engagement letter, or such other rules and procedures as the parties
may designate by mutual agreement. 1In the event of a conflict, the provisions of this
document will control. :

The arbitration will be conducted before a panel of three arbitrators, two of whomn are to be
designated by the parties from the CPR Panels of Distinguished Neutrals using the
screened selection process provided in the Ryles. Any issue conceming the extent to
which any dispute is subject to arbitration, or concerning the applicability, interpretation, or
enforceability of these procedures, including any contention that ali or part of these pro-
cedures are invalid or unenforceable, shall be governed by the Federal Arbitration Act and
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resolved bly the arbitrators. No potential arbitrator shall be appointed uniess he or she has
agreed In writing to abide and be bound by these procedures.

The arbitration panel shall have ng power to award non-monetary or equitable relief of
any sorl. It shall also have no power to award (a) damages inconsistent with any
applicable agreement betweén the parties or (b) award punitive damages or any other
damages not measured by the prevailing party’s actual damages; and the parties expressly
waive their right to obtain such damages in arbitration or in any other forum. In no event,
even if any other portion of these provisions is held. to be invalid or unenforceabile, shall
the arbitration pane] have power to make an award or impose a remedy that could not be
made or imposed by a court deciding the matter in the same Junisdiction.

Discovery shall be permitted in comnection with the arbitration only to the extent, if any,
expressly authorized by the arbitration panel upon a showing of substantial need by the
party seeking discovery. '

All aspects of the arbitration shall be treated as confidential. The parties and the arbitra-
tion panel may disclose the existence, content or results of the arbitration only as pro-
vided in the Rules. Before making any such disclosure, a party shall give written notice
to all other parties and shall afford such parties a reasonable opportunity to protect their
interests.

The result of the arbitration will be binding on the parties, and j udgment on the
arbitration award may be entered in any court having jurisdiction.
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233 South Wacker Drive
Chicago, IHinots 60606-6301

£l ERNST&X@UMV-%SQS Document 74¢ Ermst & Young ur

. July 1, 2002

Mr. Kenneth H. Robin,

& Phone: ;3101 879.200
Wwwev.com

Senior Vice President and General Counsel, Household International, Inc.

Ms. Kathleen K. Curtin,

General Counsel, Household Finance Corporation
2700 Sanders Road :
Prospect Heights, IL 60070

Dear Mr. Robin and Ms. Curtin:

_ . submit the following letter of understanding to assist Household Intemational, Inc. and

Household Finance Corporation (together “Household™) .

th]

procedures performed and related findings and recommendations (the “Work Product™).

This engagement letter describes our understanding of the scope of the Compliance

Review, our proposed approach, and fees for this project.

We understand that you will be utilizing the Work Product in order to provide lega]
. advice 1o your client, Household, in your capacity as General Counsel. As such, all Work
Product shall be deemeq covered by the attorney-client privilege. Furthermore, it is our -

Additionally, a]l Parties understand that you wil] also use the Work Product to evaluate
Household’s procedures, and recommend adjustments and/or improvements, as

necessary. As such, it is of paramount importance 1o you 1o keep all

Work Product

confidential and that you will be strictly monitoring the flow of any and all information

relating to or arising from the Work Product. To the extent that the

Work Product

qualifies for protection under the self-test privilege established pursuant to Section 704A
of the Equal Credit Opportunity Act (15 US.C. Section 1691, et seq.) or the self-
evaluation privilege enunciated under certain case law, we understand that’ Household

intends to assert that privilege.

A Member Practice of Ernst & Young Global
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. Mr. Kenneth Robin and Ms. Kathleen Curijn - July I, 2002
u -Y L 2 bl

communications, including withoyt limitation. work papers, correspondence. reports
analyses, sp.readsheels, checklists, or similar materials, or doc;uments that we ~-Mdfc0f‘f5..
COme 1o be in our possession or the possession of our agents with respect to tflis er,
- shall be k_ept strictly confidential. All Work Product shall be marked “Privilegn;aueg

Conﬁdenual Attorney Work Product and Attorney-Client Communication™. For pose
of thls_ -letter_, v.vhenever the terms work papers, correspondence, reports ‘ddc;;gzszi

analysis or similar terms are used they shall include eIectronicaH;r storedgdata compute
programs and structures for the Tetention, organization and communication of ciata fn "
ev_ept shall we or any of our agents reveal any information or opinions relatiné to ?;C;
Ia;cljsl;gegh 211-3?: the. Work‘Product 1o any person or entity other than Household without
cousehold’s prior wntlen consent. E&Y acknowledges that a breach of its
Hidentiality obligations hereunder could cause ireparable injury to Household
. entitling it to seek equitable relief solely for the purpose of enjoining such breach e

Project Scope

We recognize thz_xt the exact scope of the project is not known at this time.
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will work closely with the j '
: Project managers 1. " .
leverage the knowledge obtained from "hesge Zsth:r ;f;’e;‘;md duplication and. ef{"@ctively_'

Proposed Approach

The following i i ipti l
e as%:ﬁf rlas u?ehltih level description of our approach for the project. We.des ib
_ I than Phases because we expect that many, if not most, of these tC;k:

Task 1

Task 11

ﬁﬁﬁaPT
DA R L

.
|
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Task III

T o
I A

Task TV

PEOACTED

- Task V

ie"" Eaad oY ﬁ A ST P,
I T iEnE c owmd 4
[ S
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Project Timing, Fees, and Personne)

We understangd ‘the timing for this project is critical and are prepared o begin
immediately, ) . — Lo

. i We understand that the company will identify a dedicated
: Project manager to work closely with our €ngagement team and wi]] identify Gther ,
Personnel to assist i manual review of records as needed. o

‘ AREA , EFFORT
. , (person-weeks)
Technology: :
Partner, Managers (2) 20.25
'Compliance Testing:
. Managers (2), Seniors )
Staff (10-30) 100-220
Project Oversight: )
Partners(2) 10-12
Approximate effort 165-300

Estimated Fees $2.0-3.0 million
— - ion
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E&Y wi bill Ho_usehold as follows:

Initia} Biliin
g $500
j;;lly ; 5 oy 500, ggg,édgioe Olléaon €xecution of thig letter
Augusi,éO(;EO | 500,000-900:000
st 15, 2002 500.000-1.000.000
$2,0_00,000-3,000,000

juvolving any
parent, subsid; ;
of E&Y) shal] be b I:J_’g;;’?;_aﬂihate, SUCcessor in interes
1rst to voluntary nw:c!iation,,::r:;l g.erm OfHousehdd’ or
> ' mediation is pop

successfy] then ¢ .
] Q bmd' L . .
Procedures get forth in A lzgd.arbmano{]’ M accordance wig, i
: PPendix A of this lemrer. J,, dgment o o ;llebglxspute resolution

&m arbitration awarg g

Y
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1%y 111

whol : ini
20le or part, the Temainng portions of this letter shall remain in effect

m n y

' Sihcer-cly-, '
\
John M. Keller : ' é—\

Attachment
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Signature : é M{ -
Kenneth H. Robin
Title: Seni
: enior Vice-President, G .
eneral Counse] Househ |
. €hold Internationg Inc
Signature 2// 2/ | W
. " Kathleen K. Curtin
Title: Vi . '
: Ice Presi .
resident, Genera} Counse], Household Finance Corpo t o
ration
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- Mr Kenneg, Robin ang M. Kathleen Cyrg
Appendix A

Dispute Resolutiop Procedureg

The following procedures sha]| be used to resolve a1y controversy or claim (“'dispute™) a5
Provided in gy “hgagement letter of Juiy 1, 2002 Ifany of these Provisions are determined
10 be invalig or unenforceable, the Temaining provisjons shall remain jn eﬁ’ect_and'binding.
on the parties to the fullest exten; Permitted by jayw,. T e T

Mediation

Each party shall bear jts OWn costs in the mediation, The fees and €xpenses of the 'mediator- -
shall be shared equally by the parties. : L

Arbirratz'on
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'MEMORANDUM FOR ERNST & YOUNG LLP

RE:  PROCEDURES TO BE FOLLOWED TO PROTECT DOCUMENTS AND
OTHER MATERIALS FROM FUTURE DISCOVERY : ‘

otherwise authorized by either of the Attorneys.

®  vrrENam ORAL COMMUNICATIONS WITH EITHER OF THE
. ATTORNEYS |

All communications (written and dral) between Emst & Young and either of the
Attorneys in connection with thjs €ngagement are privileged and confidential and
shall be treated as such. ' '
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cngagement to any person without express prior consent from either of the
Attorneys. S

All written communications for or sent to either of the Attorneys must be marked
as privileged with the language set forth in Exhibit I unless another description is
specifically approved by either of the Attorneys. All materials” referring or
relating to such communications shall be destroyed pursuant to Section IX below.

Il ORAL COMMUNICATIONS WITH COMPANY EMPLOYEES
| . Communications with Company 's non-legal employees

Emst & Young shall not discuss its findings or the status of me'investigmiqn with ‘
any non-legal employees without express prior consent from eijther of the
Attorneys. : .

Ernst & Young shall not disclose any legal theories, opinions or conclusions, any -
attomey-work product or any other privileged information to any non-legal
. employees without express prior consent from either of the Attorneys.

Interviews of Company Employees

All interviews should be conducted in private and outside the listienixig range of .

. others.

If third persons must be present during an interview, then notes of the interview
shall indicate the purpose and need for those petsons’ presence. o

Emst & Young shall read the script attached as Exhibit Il prior to interviewing
any employee. '

During the course of this engagement, Emst & Young shall retain notes of
communications with Company employees. All notes shall be marked as
privileged with the language set forth in Exhibit I unless other designation is
specifically approved. : ' '

Emst & Young shall prepare memorandum summarizing each interview of

Company employees. Interview memorands shall be marked as privileged with

the language set forth in Exhibit 1 unless another designation is specifically
. : approved by either of the Attorneys. Interview memoranda shall be submitted to -
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either of the Attomeys in draft form for review angd approval. Once reviewed and
approved by either of the Attorneys, Emst & Young sha] Provide a copy 10 ejther
of the Alttorneys and Tetain a copy of such interview memoranda in the file system

described in Section VII below. All materials, other than the approved version of
the interview memoranda, shall be destroyed Pursuant to Section IX below

Il.  WRITTEN COMMUNICATIONS To COMPANY

transmission to Company.

. Iv. . COMMUNICATIONS WITH THIRD PARTIES

by Emst & Young in connection with this Ngagement shall be marked as
Privileged with the language set forth in Exhibjt I unless another designation is
Specifically approved,
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VI1, FILES
ngfegat:bn

All materia] 1
L § Provided 1o wri
Young in Connection with tlc;;’s "en, prepared o generated b
separate  room apart o, “ngagement shal] be retained in Sy or for Emst &
assignments for materials agsgc; ' carate files or a
ompany. 1ated with previoys i
Or ongoing

Permission 1o revi
Subcontractopy W files. Emst & Y .
of the : oung shajj i .
these Procedyres, confidentia] hature of thege files l:?ﬁh:s EglployEes and
heed to adhere to
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are provided t i
0 Or written, generated or prepared by E &
mst Young at the

IX. DOCUMENT RETENTION

“hgagement, wheth -
N L] er :
COpies,  howen crec;rtafjts or finished versions, origina) . ,
EICCtronjcaHy’ o ed, I_Jroduc ed or storeq n S, copies or annotated
. erwise) including, byt not linﬁtedantua”y, mechanically,
: 0, analyses, reports, -

Mmeetings, in wh
s atever form th
correspondence -Y are held includi
) X . Memo +icluding bog
disks, diskettes, djsk . ar:;:dﬂ, telegrams, telexes, magneti:s t;papers, files, notes,
S Or other electronic meg;, microff fe, ope recordings,
g 1im, microfiche, and

other Storage devjces.
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Except ag indicated below, al materials written, generated Or prepared by or for the

Atlomeys that are po: copies of original Company documents shall be marked in tphe
following language:

DRAFT '

CONF IDENTIAL - N OT FOR DISTRIBUTION
ATTORNEY-CLIENT PRIVILEGED '
ATTORNEY-WORK PRODUCT.

1

2.

3. interview memoranda reviewed and approved by the Attomneys, and
4

materials appended T0 or referred in the Final Report that have been
reviewed and approved by the Attorneys

t]

. but such materials must pe marked ag Privilege with the following language:

CONFIDEN TIAL - NOT FOR DISTRIBUTION
ATTORNEY-CLIEN T PRIVILEGED
A'ITORNEY-WORK PRODUCT,
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Script f_or Use at Outset of Interviews
with Company Employees

Emst & Young has been reta
: @ined by Attorneys of Household Fy i
determine the relevant facts and 1o provide fegal advice c::mzt:rnlirri:g}amc Forporation 1

KopaCTED This interview is part of that

inquiry. We have been retained by the C : 1
will need to render legal advice 10 tge Com;aﬁffny 10 help the gahes nfomation e

We may cajj iti i i .
e Co::; ;E:n ;’ogefl'c;r an additional interview O 10 review documents maintained by you or
under your control.  We anq Household Finance Corporation

Do you have any questions before we begin?

.-ECLAW\HHSJ8\2002\conﬂdential&nomeyclicnldoc
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o EErRNST& YOUNG
'Y
5:: mﬂs uy ¥ Phone: 312 875.2000
. 23 South Waskar Drlve o eycom
Chicags, Hlinois E0506.A30]

July 1, 2002
boo c‘hm/uwms

Mr. Kenneth . Robin,
Senior Vice-President and Gens
Ms. Kathleen X, Curiin, &l Counsel, Household Intemational, Inc.
. ml .
2700 S Gene Rcic;umel, Household Fipance Corporstion
Prospect Heighs, IL 50070

Dear Mr. Robin ang Ms: Curtin:
At yc irecti
your directive ang PUTSUARt 10 your retention of Erpsy & Young [LP ELY)
, we

submit the following letter of under i
and ; standing to work with use ;
Household Finznce Corporation (together “Ho:s:h:f;?" bold Intemational, Inc.
" ' o, IR

A Meraber Praceice o Emyl & Young Clohal
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this matter,
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RECACTED
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Before finalizing o analysis, we will discuse prelimi
; ' s prelim findi In a )
;;1:: :quurgst'nate qulalsehok'l.pcrsonnel to obtain Housm’s fezi%sacl?: a:;nui:cs:;;: c‘:l:
Jour ﬁnalized.weum ﬁmwde g draft report summerizing our findings, once they imve
colicit fort pc'::‘:n= lelivering the draft report, we will schedule a conference call to
oot ek on the draft report. Once we have recejved your feedback on the draft
icoryorate any comments and provide a fina] version.
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Project Timing, Fees, and Personnel
e e -,
Assuming timely ava lability of i o RPN , wE
anticipate completing the fact-finding within three weeks of the start date. Upon
- receiving the clectronic; data for statistical mnalysis, we anticipate developing the
statistical models within $ix to eight weeks,

Since the scope of issues 1o be analyzed and prodnes 1o be evaluated is not clear at this
time, we are unable 1c provide you with firm fee estimates. However we have developed
4 general sense of your peeds based on our meeting on Fune 14™ and 26, and are able 10
Provide a range of fot estimate for the purposes of this engagement letter. The estimared
professiona) fees for conducting various phases of this project including fact-finding, data
assembly, modsling, and Teport preparation are likely to range between $375,000 and
$450,000, exclusive of out of pocket expenses. This estimate is based upon our prior
Sxperiences with similariprojects, aticipated deliverables, assumptions identified in this

meetings beyond those necessary for execution of the interviews es discussed above,
periodic statug updates, and conference calls o discuss the findings from the fact-finding
phase and Tecommendations for next steps and to discuss the findings from the statisties]
analysis. - Professional fees for any additional meetings or presentations to discuss the
Project results will be billed Scparately.

E&Y will bill Household as foliows:

Initial Billing, due uron execution of this letter $150,000 - 2 ssins
Tuly 15, 2002 150,000 - 2 554128
August 15, 2002 75000~ 21¢94,53 9
August 31, 2002 Remaining batance

et exp o 2itlnasnd
§76 gnm - 2tedf RS

Other Matters  Seoon s 2 LT85

Our services are advisory in nahmre only, and we canmot predict how any regulatory
BEEUCY, court, prosecutor or Jjury may gct in any particular case, and canngt provide any
assurance that our services wil identify all jssuag, possibilities, omissions, or problems
that might exist an Household assumes the responsibility for the use of and results

obtained from oyr sarvices,
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‘competent jurisdictior,, any comtroversy or claim arising ot of or relating o the sarvices
covered by this letter or hsreafter provided by us to Housshold (meluding any such marter
involving any parent, subsidiary, affiliate, successor in interest, or agent of Household, or
of Ernst & Young LLP) shall be submitted first 1o vohmtary mediation, and if mediation
is not suecessful, then to binding arbitration, in accordance with the dispute resolution
Procedures set forth i Appendix A of this Jetter. Judgmer o eny arbitration award may

To the fullest exrent permtitted by applicable law, the total agevegate liability of ERY,
regardless of whether such Hability is based op breach of contract, tort, strict Liabjljty,
breach of warrawses, failure of essential purpose or otherwise, under this Agreement or

ith respect to the Services shall be limited (o the fees peid by Household to E&Y under
this Agreement. In no event will E&Y or Househald be Hable for consequential,

‘ or_guodﬁll). rega:dless of whether such liability is based on byeach of contract, tort, strict
liability, breach of vvarrenties, feilure of essentia] purpose or otherwise, and even if
advised of the likelibrod)of such damapes, '

If any portion of this letter is held to be void, invalid, or otherwise unenforceable, ig
whole or part, the Tenaining pertions of this letrer shall remain i effect.

If these armangements are acceptable, please sign one eopy of this jetter and retum it to
me.

We appreciate the apportumity to serve you and loak forward 1o working with you in the

fumre, Should you have Any questions regarding this proposal or would like to discuss it
further, please cal} Bnlvil'ndgr Sangha at (202) 327-8373 or me at (312) £79.2029,

. Sincers!
6/ John M. Keller

Attachments
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Approval to initiate the project described in this engagement letier.
Signatnre ,(I Z@_f
Kenneth H. Rabin
T- - - » - ‘ )
itle: Senior Vu?e President, General Counsel, Household Intemational, inc.
. g
Signature ) '2/- W

Kathleen K, Curtin

Title: Genersl Counsel, Household Finance Corporation
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IDispute Resolution Procedures

f:"b‘:‘!‘d i ‘“:r cngagement ;mﬂ:‘: of July 1,2002. If any of these provisions are determined
m'nceah el‘ nwm inj is] in ¥ - .
On the parties 10 the fig/lest extent pmm%r:tmons shall remaly n effect and binding

oediator, 2 mediator shall be designsted by the CPR Esatae for Dispune Resohution at the

Each party shall bear.’-.tsc;nm : iati ]
ol b :’bym;sg:themednanon. The fecs and expenses of the mediaror

. Arbitration
Ifa dispute has not been resolv‘ed mthm 90 days after the written notice beginning the med-

iafion process (or & longer petiod, if the parties agree to extend the mediation), the media-

tzz;mmfathrgimﬁou nf-‘the CFPR Institute for Dispute Resolution (“Rules™) as in cffiect on
designate by o mm' lettt:;;1 n:]rm such other ruies .and Procedures as the parties may
il e B .lgrecmem event of a conflict, the provisions of this document

designated by the fertes from the CP ewrrals
_ . . . R Panels of Distinguished N L
med s;;ecnon_ process -pmvu_icd _in the Rules. Any issus concemning theu:x‘.;gntﬂtl:
: ;?ﬂ itym subject o arb_ﬂraum_z, or concerning the applicabikity, intexpretation, or
ndore : procedures, mcindmgmycontenﬁonthatanorpanoftbcse
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procedures are invalid or woenforceable, shall be governed by the Federal Arbitration Act
and resolved by the arbitrators. No potential arbitrator shall be appointed unless he or she
has agreed in writing tc abide and be boumd by these procedures.

The arbitration panel shall have no power 1o non-ronetery or equitable relief of any sort,
k shall also have no power to award (a) damages inconsistent with sny applicable
agrecment between the parties or (b) award punitive damages or eny other damages not
measured by the prevziling party's actual damages; and the parties expressly waive their
night to obtain such damages in arbitration or in any other forom. In no cvent, even if any
other portion of these provisions is held to be invalid or unenforceable, shall the
arbitration panal have powet to make az award or impose & remedy that could pot be
made or imposed by a court deciding the matter in the same Jurisdiction.

Discovery shall be pesrmitted. in comection with the arbitration only to the extent, if any,
expressly authorized by the arbitration panel upon a showing of substantial nsed by the
party seeking discovery, ’

All aspects of the arbitration shall be treated es confidential. The partics and the arbitra~
Hon panel may disclose the existence, content or results of the arbitration only as pro-
vided in the Rules, Pefore meking eny such disclosure, & party shall give written notice
to all other parties and shall afford such Pacties a reasonable opportunity to protect their
mierests,

¥he result of the arbitration will be binding om the parties, and judgmeit on the arbitration
award may be entered in any court having jurisdiction.
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PRIVILEGED AND C ONFIDENTIAL

ATTORNEY/CLIENT COMMUNICATION
. ATTORNEY WORK PRODUCT

MEMORANDUM FCR ERNST & YOUNG LLP

RE: PROCEDURES TO BE FOLLOWED TO PROTECT DOCUMENTS AND
OTHER MATERIALS FROM FUTURE DISCOVERY

Pursuant 1 the engagement leter between Emst & Young LLP end Kenneth H. Robin, '
General Counsel, Hotsshold International, Ine. and Kathleen K. Curtip, Genera] Counsel,
Household Finsnce Corperation (hereinafler the “Attorneys™) dated July ], 2002, the

L. WRITTEN AND ORAL COMMUNICATIONS WITH EITHER OF THE
~ ATTORNEYS - |

All commmmingtions (written and oral) between Ernst & Young and either of the
Attommeys in comection with this engagement are privileged and eonfidential apd
shall be treated as such, .

Qommunication from the Aftorneys in connsetion with this enpagement at an}
time (includiing during and after this engagement) without ©XPpress prior consent
either oi'the Attorneys,

Emst & Young may not disclose any legal theories, opinions or conclusions or
other information providec_l by either of the Attomneys in connection with this
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All written coramunications for or sent to either of the Antomeys must be marked
as privileged with the lenguage set forth in Exhibit I unless another description is
specifically approved by either of the Attorneys., All materials referring or
relating to such communieations shall be destroyed pursnant to Section IX below.

II.  ORAL COMMUNICATIONS WITH COMPANY EMPLOYEES
Communications with Company s non-tegal employees

Emst & Youny; shall not diseyss its findings or the status of the investigation with
&ny non-legal employces withont CXpress prior consemt from either of the
Altorneys,

Emst & Young shall not disclose any legal thearies, opinions or conclusions, any
attomey-work product or any ether privileged information to any non-legal
employees without express prior consemt from cither of the Attorneys.

Interviews of Company Emplayees

Al imterviewrs should be couducted in private and outsids the Histening tange of
others. ' :

If third persors ooust be Present during au interview, then notes of the interview
shall indicate the purpose and need for those persons’ presence.

Emst & Young shall read the script attached &5 Exhibit I prior to ntterviewing
any employee., :

‘Emst & Young shall prepere memorandum summarizing each interview of
Company employses. Interview memoranda shall be marked as privileged with,
the Janguage set forth in Exhibit [ unless another designation js specifically
approved by :ither of the Attorneys. Interview memoranda shail be submitied to
either of the Attorneys in draft form for review and approval, Once reviewed and
2pproved by sfther of the Attomeys, Emst & Yonng shall provide a capy to gither
of the Attomeys and retajn a capy of such interview memoranda in the file Systém
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described in Section VI below, All materials, other then the approved version of
the {nterview remoranda, shall be destroyed pursuant to Section IX below. ~

V.  WRITTEN COMMUNICATIONS TO COMPANY

connéction with this engagement with either of the Attorneys, prior to
transmission to Company.

A copy of all written communications to Company shall also be addressed to the
Anomeys. All written communications to Company must be marked as
privileged with the languspe set forth in Exhibit [ unless other dasignation is
specifically approved. At the conclusion of this engagement, all materisls relating

or referring 1o such communications sball be destroyed pursuant to Section X
balow, '

V. COMMUNICATIONS WITH THIRD PARTIES

V. WORKPRODUCT OF ERNST & YOUNG

All documnents and other materials provided to or written, generated or prepared
by Emst & YYoung in connection with this engagement shall be marked a3
privileged with the lanpuage set forth in Exhibit I unless another designation is-
specifically approved.

All materials writien, generated or prepared by or for Emst & Young shall be
scgregated and maintained in securs and separate files as described in Section V]I

All materials wrinen, generated ar prepared by or for Emst & Young ather than
that which is appended or referred to in the Final Report or is otherwise to be
retained in acsordance with Section IX below shall be destroyed pursuant 1o the
instructions contained in Section IX at the conchusion of this engagement,
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VL.  DOCUMENT REVIEW

the file system: described in Section VII below. Emst & Young shall maintsin a
log of such musterials and their source. Originals of such materials will be Tetained
by Company. At the conclusion of this engag=ment, copics of such materials
retained by Ernst & Young shell be dastroyed pursuznt to Section IX below:

VIL FILES

Access

Only persons specifically assigned to the team designated 1o this engagement shall
have access to the files retained for this project.

Emst & Young w.tll create a list of persons authorized to have access to the fles
retained for Company on this Project.” Such list shall include names of Emst &
Young employses and subcontractors and Company employees who have

To the extent that it s necessary to eiroulste files, the circulation will be limited to
those persons on the accass ljst,

Druting the period of this engegement and after, Erust & Young shall not provide
Or disclose any documsants or other materials provided o it or wiitten, generated
Of prepared by or for it to &ny person other than the Attorneys withenrt -specific
prior written zonsent from either of the Attorneys, '

If mny person 1o whom disclosuze has not been suthorized by the Attomeys,
request 1o obtain any documents or information relsting to any legal theories,
Opinions or contlusions.or other materials within Ernst & Young's possession
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Appendix B

which have tesn writien, prepared or generated by or for the Attomeys or
provided to the Attorneys in connection with this tngagement, Emst & Young

shall immediztely inform sither of the Attomeys and obtain the advice and
consent of eitker of the Attorneys before taking any action.

VIII FINAL REPORT

The Final Report to be made in connection with this engagemer will be prepared
by the Attorneys. Drafts of sections of the report or appendices to the report that
arepmﬁdedtoorwﬁncn.genmtedorprepmdbyEmst&Youngazthe
Attorneys’ request shall be provided only to the Artomeys, Following the
Prepatution of the report and at the conclusion of this engagement, copies of all
materials prepared by Emst & Young that are not provided to the Attorneys shall
be destroyed pursuant 1o the instructions contzined in Section X below.

IX. DOCUMENT RETENTION

“Materials™ means all written commugications, notss records and other tangihle
forms of expression in the Ppossession, custody or control of Emst & Young that
Memorialize, evidence or contain informetion relating or refaming to this
cogegement, ‘whether draks or finished versions, originals, copies or annotated
copies, however created, produced or  stored (manually, mechanically,
clectronjeally, or otherwise) including, bt not jimited 1o, analyses, reports,
Summaries, work pepers, agendas, minutes, notes or records of conversarions or
mestings, in ‘whatever form they are held including books, papers, files, notas,

“Final Docwnems” consist of formal correspondence with the Artomeys,
interview memoranda reviewsd end approved by the Attorneys apd copies of
documents ap pended 1o or referred 1o in, the Final Report reviewed and approved
by the Attorncrys.
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EXHIBIT I to Appendix B

Script for Use at Qutset of Interviews
with Company Employees

'Emst & Young has been refained by Attorneys of Household Finance Corporation to
determine the relevant facts and to provide legal advice concernimg @00

. - i : .
. —Er e This interview is part of thar
inquiry. We have been retained by the Company to help them gather information they
will need to render legal advice to the Company.

?{oust,:hold Finance Corporation Cxpects you to keep the fact and substance of this
nterview confidential, Consequently, you should not discuss the fact of this interview or

Househoid Finance Corporation expacts to take the position that this interview and ather
interviews we are conducting are protected by the atomey-client ptivilege and constitute
anomey-work product. These privileges should entitle the Company to withhold the
information received from the govermment or other third parties. On the other hand, the
Company may ultimutely determine that its interests will be best served by disclosing
some ar all of the information we recejve. You need to understand that the decision

information You prov.de if it decides to do so.

We may call you for i additional interview or to review docnments maintained by you or
the Compapy heid under your comrol. We and Household Finance Corporation

appreciate your assistagce.
Do you have any questions before we begin?
FHFCLAWAH 51812002001 Sectiaiaomeyciient doe



