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7o Members of the Board of Directors: -

znclosed is the notebook for your use in connection with the
Board meeting to be held August 14 kaginning at g:00 a.m. -
The Nominating Committas will meet at 8:00 a.m. focllowed by

a meeting of the Compensation Commitise at approximataly

8:15 a.m., The usual buffet sreakfast will be available far
all Dirsctors between 7:30 a.n. and 3:00 a.m. in the Corperata
dining zocm. FPlease nota that +the Socard mesting is estimated

to last until approximatsly 3:30 p.a.

g

As usual, rasarvations for out-cf-town Diza2clors have beean
made at the Marziott Lineolnshire Rasors for she evening S£
August 13. You have pravicusly been notifisd of the informal
dinner for those DirsacioIs who find it convenient to atzand
ont Monday evening, August 13, in the Corporate dining room

beginning at 6:00 P.DJ.
Sincazely,
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Board cof DirectoTrs Meeting
: Household.znteznanicnal, Izc.

Augi:.st 14, 1384 - g:0C a.m.
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AGENDA

Board of Dirmctors Meeting
Househald Tagsrmational, Inc.

Prospect Heights, Illinois-

1. Raporz of Nominating Committas

7,. Approval of the mimtas of the Dirsczors' meecings held May 3 and June
12, 1984, aad the pmeting of the Exmcutive Commitzes on July 10, 1984

4. Caief Zxacutive foic.er';; rRport

4, Rapert oo finaneial services buslness /

3. Repor: on merchandising business

4. DPresentation Yy Haﬁin Lipton & Goeldman, Sachs & Ca. l/

7 A?inanr:.ia.l Raviow ‘ /

8. Dividead declazaticm (Racord date, Sep:abe:‘ 28, 1984 -
Payment data, October 13, 1984)

{Common {82,375 PrefarTred ($2.30 prafarrad - ($8.25 Zrafarrad
s.}‘: /shars) $0.59375/share). $0.525/shars 51.5825/share)

3., Audir Commitcze=e 3eport
10, Miscellapecus

Zscimatad time of adjourTmeant = 3:30 p.m. Dirzoiors should arrange thair
transporzacion secordingly.
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MEETING OF THE EXECUTIVE COMMITTEE
QF
HOUSEBOLD INTERNATIONAL, INC.

Held: July 10, 1984 at 1:00 p.m. in Prospecf Belghts,
T1lineis.

Ppesent: Messrs. A, E. Rasmussen, Chairman, D. C.
¢clark, M. ?. Xaprtalia, J. A. Moran, G. W. Rauch and M. Upton.
Apsent from the meeting was J. C. Whitahead. Also present
was J. D. Pinkerton, Secretary.

Mr. Glark reviewad business operations and results of the
Corporatiocn {or tle year ta date and commentad on the outlook
for the Balance of the year. He discussed the status of pend-
ing savings and loan acguislitions and the divestiture of
selected manufacturing units and faclllitles.

Mr. Clark then rayiawed various personnel changes and
axgeutive searches., He alsc commentad on kls meetlngs with
sne managements of Housenold Merchandising, T, 3. & . Stores
and Vons Grocery following the unsuccessful effart to combine
Houzehold Mercnandising with Jawel Companies. Mr. Clark also
noted the pending sale of the furnliture operatlons.

Mr. Pinkerton dizcussed the recent management davelopment
seminar on information cachnology, which was attended by the
genior exscutives of each of Houdehold's major pusinesses.

Mr. Hendry, together with Messrs. Dammeyer, Hull, Lohmann,
ick, Gilessel, Gardes and Walsh, Joined the meeting to discuss
the propesad levaraged lease imyestments in vessels to be usad
by the U. 3. MNavy, as described in Mr. Clark's latgar and mate-
rials dased June 29, 1984, previcusly distributed to the 3oard
of Diprectors. Mr. Hendry introduced the propesed sransaction,
and Mr. Lohmann and his asscclates reviewed the various lssues,
assumptions and financizl aspectis pertaining to the proposed
. investments. After discussion, the Executlve Commitiee ap-
proved the propesed leveraged ls2ase financingzs of the two
vyessels, which will require an initial capital investmeny of
no more= than $150 million. 3ince the Executive Commitiae's
approval authority 13 limited to transactlons of 350 millien
or lass, it was agreed that esach member of the Board of
Directors would be askesd €O sign a consent authorizing tie
af ficers of the Carporztion te affsctuate the leveraged laasa
finanecings of the Two vassels.,

Thare helng no further business, +ne meating was adjourned.
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Attorney Martin Lipton will presant an overview
pf_takegve:_ac:;y};y, ineluding the status of
curzent COng:essional and Court action and
:esponsibilities of the Boazd of DirecioTs both
refore and aftar raksover activity commences.

HBe will briefly cogment on proposals reing sub-
mitead by management tO the Board of pDirectors

: it ol
copceIning: ,

1. Corporate pelicy that Household
' Intarna:icnal remain independent;
) . o . T T - - {‘
7. 2amendments of the corporaticn's Bylaws; |
3. Amendments of Household's henefit plans;K

4. A Share purchase Rights olan.

Atsorney Lipten will be pregpazed 2 answer your
questions.concerninq rhe taksover preparedness
steps being recommended DY management.

-1 representative f=om Goldman, Sachs & Co. will
discuss:

1., QReascons for takegverl prega:edness;

2. Fipancial r—ends in the paksover area; .
and, ; '

: !

3., Household's qulnerability =2 2 sakgorer. |
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Business Week, August 13, 1984

THE LEGAL MASTERMINDS BEHIND
MERGER MANIA

HOW A SMALL GROUP OF LAWYERS BECAME SUPERSTARS IN A DIRTY BUSINESS

T
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MARTY LLFTON WaAS QUICK TO AECOGMIZE THAT HE COULD FOLLOW THE SUCCEISSFUL PATH ICE FLOM BLAZED N TAKEQVER LAW
‘ akegver hawyer Martn Lipuan's
@ some phone rang early cne Janu-
ary morning.
stein, 3 tOp investment
Sostan Corp. He wantad (o knaw wheths

1t was Bruce Wasser
nanker at First

s Pennzoii Co.’s
piece of Gety Ol

rwo-day-id deal for
Ca. was final. No, said
Lipton, wio representad the J. Paul Getr
t7 Museurn with its pivotal 11.8% of Get-
7 comparny siock It would mke the law-
yers 23 hours i compiets .their wark
Wisseentain, wio was advising Texaco
Ine. wid its executives they wouid have
ta move quickly if they wanted o 30
the tain” of Pennzoii’s $5.4 billien dead,
A Texamn sxecutive scawied notes 38
Wasserstein taiked. “Lipton say3 there
ars 25 hours,” he wrota

By the end of that dizzying week, just
four days artsr Pennzoil nad anpounced
its coug, the train had been stopped coid.
Texaco had GeCy. Pennzoil was out
ind Lipton had helped set the $10.1 bik
lion price. ’ -

Even for 1 busy mmerger sdason, it was
1 ramariable desi—the largest ever um
Wl Gulf Ofi Corp. went on the block 2
month later, But ane thing about Tex-
ac0-Gerty was standard. Lipton was
smack in the middle of the action.

Marty Lipton beiongs o that elite
group of lawyers o whom companies
turn when 3 raider begins massing
trops against them o whea they hun-
Yae down and set their own sights o 1

warget. These generais of corporats ward
confront one another repeatedly on
changing battefelds. Their number i3
siowly increasing as more companies
ambark on raids and more akeovers
warn into convoiuted muitiparty daals,
Jogaph H. Flom, now &0, started it all
He waa 1 seasonsd corporatd
lawyer Wwith 3 solid knowledge of proxy
eontests when (e res of business
deals cranged sharply in the 19708, Undi
then, even Lhe higgest mergens could te
sat with 2 handshake begwesn the princk
rals, Lawyers, largely irrelevant, wers
feft to ot the {'s and cross
the businessmen and their bankers had
Trnished their work. e
Lorx om ceaTH. Then the hestle-takeover
era began. Suddeniy lgw becama 4 POW-
arful devies for business. Under intense
time pressure, judgments about secus
ses, contract, and corporat? law—and
about the dynamics of conirentation—
could mean lifa or death for a company.
Flom was the right man in the mght
piace. A creative lawyer who stil de
lights I a novel strategic turm, he com-
municated well with top managers and
investment bankers. Deceptveiy miids
mannersd, siight of buiid, and seft-spoe

an, he could be mercilessly iggressive

in helping his client bring down its prey.

And being antrepreneurial himsel, he
understood the opportunicy the situatgion
I gresentad. The Wall Street law frms,

tha t'3 afler |

scrustomed to & [(nOre gentsel practics,
refused to dirty their hands in che new
game. Says Flom: “{ was in a business !
nobody wanted.”

Nopody but Maty Lipton, that .
Flom was so successful. Ligton remem-
bers, that "the first question on Wall
Sirest was: “Which side has him?” ™ Lip~
:an hegan o artract arzention, sartdy be
muse of his work on nenalf of Loews
Corp. in 2 rumber of fakeover CIntesis
in1e73 and 1774, “Wall Street” 3ys
Listan, “was looking for saomenedy W
match up against Flom.” Ha Siled the
il Eight years Flun's junior, he W33 2
tough lawyer with 3 sQoag 249 and 2
high-quality young irm behind nim. And
thiugh his thick giasses made him look
bookish, he had 3 taient for winning the
st of chief execugves.

By the mid-13703. “Marey and Joe”
fad become sporthand o 2 new kind of
business confronptadan. “{f those twa

Hdm't exish,” says one investment
nanker, “they would have nad ' invent
sach other.” The idea ZTew that a com-
pany had to have one or he other of
them, even if anly on rewziner. Both
men, who aze friends, snjoyed the aen-
tion and worked sarewdly o increase it
And in the meandme, gach honed nis
firm into an efficient deal machine.

Their New York fums stil dominate
takaover work. Flom's Skadden, Args,
Slate, Meagher & Flom, with more than

¢

H




¥

7

g

33 lawyers. hgs diversified and became
| mujoe COPpOrzte practice offering &
poad raNEE of servicas. With fewer
an %0 lawyers, Lipton's Waehteil, Lip-
gesen. & Baiz, one of the profes-
sion's Most pruﬁuhle organizations, ¢on-
2 few specialties. Each of
the firmna has become 3 powertul institu-
von that ranscends its leader's

cereraces on

in legai circles,
played a part in most major takeovers.
Though less actessible than his two com-
petitors, Fleischer has an analyteal scyle
and straightforward approach that suit
saome executives. Burlingron Northemn
Ine. selected Fleischer for its 1983 fight
for E] Paso Co. after Chairman Richard
3. Bressler interviewed him. When

asked why he made the choice, Bressier

and Fried Frank has |

tory and the blame for the suratery that
put the company up for sale.

With the prizas so huge, rivalries and
compections among the takegver law-
yers are inevitable. The long-running
Flom-Ligton bouts are the most celedrat-
o Most recently, Lipton took a pume
meling from his oid adversary in Limited
Ine’s utterly unsuccsssiul assauit on J

Carter Hawley Hale Stores Inc. Lipton

srengths. Flom and Lipton have
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| LLLIVAN & CROMWELLT KERN IS A RELATIVE NEWCOMER. WH!

——

FRIED FRAMNKS FLEISCHER HAS TAKEM PARTIN

e |
!
-:-l

MOST MAJOR DEALS

brought along a handful of new and au-
, tonomous commanders, but the availabile
| ity of the two stars keeps the business
| cotming in. “Clients are not mtereatzd in
having peapie learn how do deals on
| their tme.” says James H. Fogeison,
. ane of Lioton’s heirs. .
‘Ammm‘x‘he frms have been
! dose 9 so many corporations, in Got
 that conflicss of interest sometimes
i fypes them to $it Qut new coONEAS.
. When Skadden Arps parmer Morris J.
 Kramer got 2. 271 iz-nours ezl to come
. 10 Texaco's aid in the hunt far Getcy, he
| amedizcaly started cheeking with his
parmers 0 tee if any of the other comr
panies aying Geey had hired the frm.
One colleague was not aceounted for
when the car that had besn sant for
" Kramer arrived at Texacs's suburbas
. New York hesdquarters at neariy 10
. B, sa Kramer asked the driver 0 null
aver at the guardhouse. Thers, while an
. investment tanker waited o the ar,
: Kramer put in 3 call to the missing part:
| nen He asked whether the frm had
| bewn hired by another bidder. It had not.
{ramer went on in and heiped Texaco
do its deal
Skadden Arps and Wachtell Lipton ace
clearly the leaders, but the smal]l fracer-
| nity has other members. For years, Ar-
thur Fleischer Jr.. 51, of Fried, Fraak,
Harris, Shriver & Jacobson, has been 1
power in the feld. Fleischer is respected

aaid: "He's a very direct individual He
said, ‘T give you advice that you may
noe like.' | said, ‘T like that'"”

Recently, 3 {aw of the big-name Wail
Street fzms have waded into the take
aver feld. Rather than lose their clients
and miss out on the hefty premiums that
the work roucely drings, sevaral pow-

ashousas—-3impson Thacher & Bartietn
Crvarh, Swaine & Moore; Shearman %
Starfing; ind twe or three gthers—have
crefuily built up their takeover skdls.
This year, George C. Hem Ir., te
takagver chisf st prestgious Sullivan &
Cromweil, has his fiema's prese
sncs in the field, “We were never reaily
out of the business,” insists Rerm.
“Yergers have been guing on for at
lesst 2 hundred years, and we've Den n
“usiness 3 hundred years.” But o
knowledges Suilivan & Cromwell part
mer David M. Kies, “wa kpew that we
had the cpabilicy for a fuilcourt sreas.
Same of our clients knew it Bus some al
them didn't” .
Kern, who chain-guzzies Tab and ak
tormates ear-numibing roArs with breath-
less whispers, lys clim 2 being the
only lawyer who piayed 2 role iz sach of
this year's muitbillien-doilar oil merg.
ers. During one climactic weekand in
Sisburgh, he negotiated with three bid-
ders on Guif's behalf, He shares with
Guif mansgement both the credit for

{ sensummagng the argest merger in his.

concedes he was “100% wrong” in his
forecast of now far the company would
g0 1o defend itsaif. Flom, barely concea-
ing his delight over his saries of vies |
tories on behalf of Carter Hawley Hale,
comipares them o eating 2 2.{b, box of
chocalatas. “After 2 while it becomes 3
licie cloying,” he says. Then he grina.

A THER 217, The big-deal Sankers and
lawyers all know each other, and they
oll icow the ruies of e game Some
dmes, 35 it Texaco's lighiuing mova for
Gerry, that cn make the differsncs, But

the combarants rarsly give sach other
21 ines. [n Smith [nternational Ioe's
langtny fght for contzrol of cil-service
company Gearhart lndustries Ine, for
sxarple, Arthur Fleischer wom an e
pormant court decion by dirsedly attack-
‘ng the acguracy of i securices filing
‘that Skadden Arps’ Kramer wrow for
Smith [nternational.

Though the Gearhart-3mith fight has
bean wearing—and somedmes persons
al—Flsischer and Kramer prefer work-
ing against each other W dealing with
comeane from outside the citcie. “He's
besn tarough the procass, and ['va been
througd the process,” says Flaischer.
“Wa =p cut away 2 jot of the exmane
ous material.” Says Kramer “If [ have
1o growl at Arthur, Il growi at Arthur.
He knows that ['m growling 3t him to-
day, but [ be friendly tomorrow be-
anse we'll have another deai.” ]
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Fortune, July 23, 1984

Attracting bidders is getting easier, whether you want them or not. Just make an acqui-
siion. Or seil of a doggy division. Or, if you realy want buyers to come running, an-
nounce that you're taking the company private. Then stand back. M by Anne B. Fisher

HE MERGER and acquisiton (hesa—paying greenmad od going

=com has. entered 3 dew phase

"bv%ﬁ:hmremmpaniﬁue.

finding themseives “in play’—=
Wall Street pariance {or “up for wle”
Faced with new pressurs=s ad fnding

 that many of the oid defensive taetics

don'l work agymore, Danagers ae o
=easingly relyiog om conmtraversial,
risky ploys 1o save their jobs and may-
beﬂeng::ﬁ:‘:inmcm‘rwa of
Mmrz.ﬂwﬁm

-
-

privace through levaraged buyouts——
have got regulators and Congress
wondering whetser—sxacudve greed
isn't geting in the way of toe share-
hoiders' interests. It's Dot widely
rmown, [or sxampie, that 3 provision in
federai baniuptey Qw says i a com-

pacy buys out s sharehoiders o 20
pﬁvmamdmengceuuyup, the {or-
_mer sharshoiders may have o gve

back the momey ey got for their

stock. Stricwer reguiation of mergci-s

Wi cquisitons s almost ceruinly

“The first dramaric indication that the '
mulss of the acquisition. game WeTs
changing cume back in 1982, whez
Bendiz made its bid for Marua Mariet-
tz, and Allisd Corp. rode i 1 picik up
the pieces, Wall Sgeet=ry iy the
Bandix-Martin Marietz-Allied dehacis
Gckad off 3 new &r3 in corporate deai-
maigng, Says the head of the invest-

ment baniing division it one Wall
Street frm: “Maow, mytaing you do-—
especially  it's perc=ived 13 ephance
g e vaiue of your COmpany——<can
put you 3 piay.”
"~One ciuse for the new stampede 10
™ . buyis Soandal Many commpaniss cIne
out of the recmssion dush with =Y. %
zud 3 smart acguisition suddealy
sesmad 3 good way to put it 0 work
Panks have een puiling new biikons
oo Tensy market iCcIunts md e
sager 10 lamd large susms 10 frnone=
rakeovers, Seadly or Rostle. Anoer
r=ison for tie shopping Spras. some
conte 4. i asycsoiogical “Managers
read te aewspaper acd sae il toess
big desls going oo’ obsarves i =
veatuent banker, “iud ey Wt 19
-ze!hcnmaacﬁunmdbu? some-
bedy.” Any step that cails actenton o
1 comgany, even i briedy, G oW
bidders. alaliale el '
Succsss{ m%m%n%ﬁj N5 it
Esmark, {or instance, acmired Norton
Simon m 1983 mainiy (or its profimble
Hunt-Wesson division. Last May, B
qrice anzounced it would buy Es-
mark—-largely, Bestrics execulives
say, to gt Hunt-Wessod.

]

il

A

[
1N

A lesson was learned by Frederic
Jaseph, 47, chief of corporald finance af
Drexai Burnaam Lamie whuent Drezel
efiamt David Mahoney tried a leveraged
buperud at Norton Simor. Esmare ended
up groing the company, MaAoruy mac:
£15 million, and Dresel o ap.
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1 doggy division can catch
23 well. No socner had

B \(jion Bradley was talking with
£ ..o Industries, the Pawtucket,
R ¢ isiand. oy company that makes
3 e cd Mr. Potato Head. Hasbro
R etly bought Milton Bradley
G} million.

(PPOSE you opt o lay low.
nd prosper gquiedy. 1t probae
sy won ', belp. More and more
W i squently, companies ire
8 o« weeremoniousiy iato play by -
% isd pradatory igvestors who tuy
B irze biocks of stock and threaten
¢ management. Tha rmanacing
Raqes of Saul Steinberg, Yigtor
o, wd Cari Icahn have bee
St for years, but most corpocas
Bes hmsitzead to follow thetr example.
s changing. fast (ses tabie,
B 11
§is the faca of these cnsizughts, T2
dafenses aguinst raiders e
Booimg 1o spring leaks, Consider
% raegy of placing a large number
R et . the hands of a friendly
$ewor. Tie Toubie i$ that bands
Zendly todsy mormasingly twm e
Yerdly tomemrow. “Soonsr or lter
¥ solder of. s3y, 20% of 2 company’s
Zoiis ging 19 want more cootrel”
s ife chief of mergers and Jcguisi-
it 2 prominent Wail Sireet inm.
Pt 2 month goes Oy that somesody
et come = herr: with 2 20% Glock
iy me they'rs dissatisfied with
Tanagemest 5 rmning Sings.
bu's coough to get me startad That
y is i piay.”
Tetors Penroienm Corp., a 3220
#yeir oil company based o Sao

3 liananiv«ﬁmamiﬁz

Risud Co, President [oe Schuchert, 35

ed emplayees bruy the texiile company

showt $1.30 million last year. Cari

zhx had grasbed aver 2% of Lhe siock.

2w s £3 million on Ais (Ruestmend
Can River went prisaie

Antonio, learned this the hard way.
One y=ar 180 the company soid over
253, of its stock to two insurance div-
sions of Charter Co., pechaps to dis-
courage those acquisitive Canadians,
the Beizberg family, fom trying !0
gab control At the time the Beiz-
bergs owned leas than 5% of Tescro's
stock. The ploy szemed to work—{he
Beizhergs sold their shares. Buz sow
thar Charter is in fxnaacial oouble, its
msurance operations ire being soid
The prospective buyer who will get
the Tesoro stock as part of the pack-
ige ts—you guessed jt—ibe Seizherg
~Paying x uawanted switor 3 prewi-
W over the markst prics to buy Rk

his shares, the practice mowm as
greenmail, has its drawbacks too. Wait
Disniey Productions’ resznt paymeat
of $325 million——$§12 3 share above the
Darket price—0 buy off a group of in-
vestors led by Saul Steibery infur-
iated many Disney shareholders,
macked Disoey's stock price down by
Slaashaxa.a.u.dinceasedhyamird
the company's already haity long-term
debt,
~—-Eyen without such dramatic sonse-
qum:es.grcmaﬂbasahigﬁmcit
dos=g’t resoive mything for long.
Papermaker St. Regis. [for example,
seems 10 be gerting 2 reputadod i3 3
corporate soft touch. First it paid Sir
James Galdsmith to go away, Wea it
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Me paisive investor, fud Forimann, 44, siamizd ris Fuyoud Srm, Forsimann

Lizs & Ca., in 1973 uwith roo partrers and $400.000, Ha's lniem four cormpanist
rivale, meluding Dr Prover. Cortmans s oums most of te equity in the compoany,

worked a cormplicatad deal to put stock
thae Loews Corp. hid acguiced mtn
frimndlier hands, aording 2 mice prodt
16 Loews. Now Rupert Murdoeh, wth
6% of tha company's stock, is knock-|
ing at the door.

Rather than pay greemomil, many
companies are choosiag 10 lezp B
tha zrms of 1 sympsthetic Jcquirer
The most spectacuiar example to date
has besn Guif's zerzer witk Socl 2
response to T. Boons Fickens's oves-
arrss. But Gulf is by oo meins done.
wJewell Cos., 21 {llinois. tardwaez sad.
housewares maker, bought 3 83%
stak= @ Sinney & Smith, the Crayola

made rmown ity istention o huy wp to-

14% more gver the next threw yeaury.
In r=sponse Sinney & Skaith's Cha-
man Jack Kofved went looking to sedl
his company. He ultimately accoptad 2
$204-million bid from Hailmark Cards,
“We rejectad the greenmail 2p-
preach,” says Kofoed, "beciuse, par-
Scutarly i 3 relatively srmall company,
you em't spead millicns @ buy somes
sge cut What ire you going 1o do the
pext hme? And the time aftar thae?

You just sncourige scmabody eise o

~

try i
Wall Sivesmters say Chesebrough-
Pond'a, the $1.7-billlon-a-year consumn-

cravon ¢ampany, st March—aad * er produces company that makes Ragy

¢ ——— ——

—

spaghetti sauce and Q-tips. is being
pushed into play right now: Cart lcakn
is buying the stock. As of late June he
hada't yet zot to the 3% mark, where
tha SEC requires 1 public filing,
“Chesahrough-Fond's bad berter stop
nim before this becomes public knowl-
edge,” an investment hanker warned.
“They'l end up cn the block.”

Smail wonder that going private is
becoming so popular. “Five years igo
you ruwer heard af anyone going i~
vat= a3 3 deiensive measurs.” notes
Fred Joseph, head of corporate fimance
it Drezel Bumham Lamberz. "Naw
i’y the frst cpton that comes up @
conversation,”

OING PRIVATE {oils raiders
and ilows managernent (9
M9 xeep its indapendszca—or,
P ndeed, increzse L in the
most common of going-private
schemes, the so-callad leveraged buy-
qut, the manigement of 3 coMpany
borrows snough cash to buy out He
_sharsholders. According to w.T.
Grimm & Co., 31 Chiczge consultng
firm that ke=ps Tack of merger and ac-
quisition activity, the aumber af com-
panies going private has shotug nearly
thresfold in Uires years, fom 13 I
1980 to 36 in 1983,

The Teasons company executives
give lor doing lsveraged buyquts oy
clly souad = 2 paewm to Lhe virtuas |
af sowepreneurship. Private compa-
ties, the chant goes. &S ruimasad o=
the tyraomy of imvesIors imrarasizd
omly 0 shart-term suTiSgs. Taay |
don't have to ile s many documenrs |
srieh the SEL. They cn explore naw

o oats, T new sreducts, spraad
Lhere WS, |
1t ail squnds admirable, nd some of
it cmy aves be true. A [sas tailyhoced
incantive (o g0 private. however, is
that mansgement 20 get very, very
_fch, Expizins @ mvestment bankars
“_sveraged buyouts are a way of lock-
ing in what you've achisved. Most suc-
cosshyl exerutives Who've spemt years)
building up 2 company 2ave akas 1 lot
of risis-—career risks, personai risks.
They want [0 MAKS SUrs 0O qne aver
takes it al away.”

By investing anly 3 small amount of
his own meoney and borrewing ths
rest, 2 Lop exacutive ¢2n g0 from own-
ing 1 lirtla block of his company's stock
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quting as much as 30% of the e
~se. f Chie{ Execudve Donaid
2 had succesdad in taking Esmark
. iie carlier ihis year, for instance,
«quid have enhanced his get worth
 escimated $12 million overnight
four ticnes the vajue of
golden parachute tat opened (or
<hen Deatrice bought the compas
he headed.
iccording to theory, 2 lot of the
y a0 executive receives on taking
JIDpARY FrIVALe is (0 compensale
ior the risks he's assuming. Risics
¢ coruainly Ire.
Tue frst, paradaxicly, is that the
=-grivite ionguacament, wiich
» SEC requires 3s soon 33 e move
% edded an, makes 3 company mare
wosraiie t0 Ekeover than. ever.
wm e moment YOU 2a0CUDCE,
« sant (0 do 2 leveraged buyout L.
ftars per spare,’ " obsarves 3 Wall
<aster, “you re standing in the wig-
L w3 orice wg around your
" What's worsa, you may have (@
.4 there for six wes=ks or longer,
ause it oftem takes A least that
-2 fme to round Up bank loans o
wnce your deal, While you'rs Adget-
- 1ke window, anybody o swoop
w2 with 3 quick tender cder, typicak-
k11 3 higher per-share price than you
ofaring, 20d make of with your
zany. Merger and acquisition gurs
fox Rongtyn puts it biundy: “You
amidn't amnouncs 3 leveraged ouy-
imiess you'Té FEEpaed (6 ¥ e,
Zany sold {0 somenne sisa.”
A e ——

OME MANAGZERS seect acTa-
aily 1o weicome outside bida.
i iokely-Van Camp, the $S00-
milion.e-year food company,
sammeed 3-leve, 1ged uyout 3t 350
iz share = Dece=mber 1982, Tle
amagany then got 2o ofar from Pills-
by Co. % §62 a share. “What we e
fzning here,” Cogirman Wiliam B.
lokely {11 said at the tme, “is 3 cTo-
thled uction” Stokely and his -
mstmene bankers at Coidman Sachs
' ot for & higher bid than Plls-
5275, and got i Quakar Jats bought
Sokely-Van Camyp last yuzmmer_for
W sllare.

B idather ose the management of
Cy lnvesting, a $6-billion-a-year man-
Tenoing and insurance comglomer-
s, declared in early May that it would
3 leveraged buyout, paying sbars-
toders $2.3 billion. The announces
22 drew 3 §2.4-dillicn d fem &

Thesa

Ll T N

VWhy area’l they smiling?

The parners in the L o Supoul Srm of Kohiberg

Krass Rober, Gearge Rovers (L), Rabert MHarSomnell, Jereme Xohiberg Jr., and
Henry Kravis, milected 57 miilion from client Sxmark coen thaugh Seatricr wor cud

manc=r Vizor Posner, Ciy [nvest.
g's tomrd wom't oeet to weigh G=
two proposals o=t Lt July. o the
mesnticle, accoTding to i exscutive
at the company, other ofers = b
ways Welcome,

The ucdons thac follow leverzged
buyout innQumcements irs fgged
against management in several FI7s.
Manzgement ks said what thinks
tha sharss Jre worth, making impossi-
hie the traditional defsnse that the
higher price ofered by the would-be
acquirerbtnohw.lnﬁmnc’ngthe
buyout, furthermors, minagemeat

must borrow on 3 wing and 2 prayeT.
are, respectivaly, the cmpa an't raise e

et

/o

zy's assets and the presumpdve owh-
o' good cames. Most of the tme
such coilataral pales beside that of aut-
side Midders, who cn borrow against
rwo sets of angible assats—deir own
and the rarget company’s. David Ma-
honey, wio for this article agre=d to
he mrarviewsd {or the Arst tme siocz
e lost contzat of Norron Shmon last
year, claims (0 have Beea willing o
authid Esmarke 1 wouid have gone (o
834 in cash and paper. But | couldn’t
beat Esmark's ofar of ail cash at $32.
They had tora sets of ssets to baTow
against. | had opa”

o some cses management just
money at il Banks,
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ahocked by the srumble of Continental
Tincis and jitzery about thair {oreign
loans, are getting picky about lending
for leveraged buyouts. Southwest For-
est Industries, 3 $500-millico-a=year
paper aad buiiding products company
headquartered in Phoenit, found that
out when it wied to. go private ast
March. [n May, having spent wo
months Tying (o obwin bhank loans,
Southwest's management
mni:vouidnotbeablemdamele-
veraged buyout after il By that tme,
of course, the company was already in
play. (n May, Jederson Senurds Group
Lid. an [rish papermakes, snagped up
9% of Southwest's stock and said iz an
SEC dling that it wouid seek to0 buy a3,
_much a3 20%. The two companies &S
now discussing merger.

The nvesrment baniing fem of
Morgzn Stanley, which proposed the
leveraged buyout to Southwest Chzir-
man Wiliam Franke and haived in the
efort to lice up fmaneing, 2o longer
represents Southwest 1t now repre~
sgnts Jefarsen Sourts in the @erzeT
pegatiacons. Txscusves of the invest-
ment Sanking house deatedly dany any
suggesdca of 3 confict of intersst,
~ poingng out It Southweat sigeed i3

Jgremmant, relsasing them 1o repre-
sant the [rish company. But, says 1 &=
migr executive it Scuthwest whg was
part of the team atampting the lever-
aged buyout 3nd who thinks the pro-
spective merger leas welcome than
Mergan maineins, “Thers bas teem 2
tot of speculation about tie conmet-
tions there”

{ee called 2 “goodbye Kiss,” even if the
laveraged buyout atterapt is defeated.
Notes 2 spokesman for secretive
KXR: “You lve and learn”

Allen & Co.. a veteran of the lever-
aged buyout game, made headlines last
year in its bid to take Northwest Eaer-
g¥ private. Williarms Cas.. i diversided

“Dklahoma-based concern, carvied off

the prize instead and jdekead out North-
west's 10p management Don't o for
Alleny & Ca.. thoughs it pocketed stock
optians and other reemuneragon wartd
Tef execTmves iftamptng t2 take 3
company private, losing 3 bidding bat-
tie is not the oniy risk numw Because the
buyout proposals are so goUETOUs to
manzgement, ey Sequendy provoke
lawsuits from shareholders The
charges filed tend to e uausually Wi
olic. Woodward & Lothrop, 3 Wasking-
tan, D.C., ratailer, considered 2 laver-
aged buyout last Japwary, A mouth
latey management scrapped ths
schemte, and i April the board ap-
proved 3 berter ofar from raal esoate |
mogul A Alfred Taubman, woo asa
wants' 1o take e company privais.
“The deal 38 currently gegotiated s R
swast for Woodward & Lothrop exac-
udvg_s_—;they?l et options on 20% of
thz company and could make mii-
logs—bat they have graoted Taube

—

=an 2 “Tock-up option ™ that keeps oth-
ez hidders away. That has Woodward
& Lottrop's sharehoiders ropping
mad. A goun led By descendanes of |
tha company's founders is suing, wgu-

=g ot tMe §33-z.share pricz tmayll

get Fom Taubman is far less than thair

\DEZD, managess may be [orgv - yteck is worts, What's mors, the plain-

an some doubts about wisther
Wail Strest rms that propose le-
veraged buyouts are &l that %
erened teagt the dzals g0 through Ope=
1 comgpany i3 @ play, the mvestmest
wangers who have put together 2
buyowt stand to proft 20 maner wao
ends uyp owning the company. That
wasa’t abways tha case. As recemty 13
six months age, the pra=mineat aver-
aged buyout fr= af Kaalbery Kravis
_Rakerts & Ca. committad up o
$500,000 in tome and, taleat (9 sach
Suysut ‘& heiped grange—ind lost
thz: money i it got outpid. Now XX2
writes contracis that call for cpdoms
oo i much as 15% of 3 company’s
woek, 13 well 28 3 multimilion-delar |

rf¥y jecuse Woodward management of
fafing o discluse to company dives-
tors the real_vgiue _of Woodward &
Lathren's zxsets. Tha suit is 20 heated
that Woodward exesutives cn'l 33y 3
word about it “Every {ine we oped
ou:mnums.'saysane.w-im;mdw
the other side's law S, “Suadden
Arps nails us for proxy solicttation,”

“iragement's wandard defrase I

shaceiaoldar lasvsuits has iong besa the _ $900 iliign_So eomageesTt ig

so-called bDusiness judgmieat rale,
wiich says approximataiy thgt what-
syer manigers aod directors decida is
pmdm:viﬂbe;r:su.med 1o be the
best coursa of acsen for the company,
whatever the shareholdars thick An
exsemtial part of the docine, thougit,

-5=

-,

i that the board must hase its dea-
sions on accurate. complete informa-
tion. 1f Woodward & Lothrop's share-
holders can prove management kept
the board in the dark. the business
judgment rule won't apply and the
court might block the Tsubman deal

VEN IF a company can escape 3

takeaver and succe=d i going

orivate, there may still De 3 faw

surprisas——not il weicome. La-
versged buyout frms ke Kohfberg
Kravis Roberts and Forstmaon Liztla
& Co. difer from invesument paniing
houses that act merely as,agents ina
dasl—ie Suyout specalists emd up
awning a hig ciiunk of the compaay.
Oftas they're cot dontent to 0e pas-
sive iavestors, Notes Scout N ewquist,
wha does leveraged buyouts [or Mor-
gan Stanjey: “What happens i4 your
constitzency changes. Suddenly, ine
stead of 2 lot of silent-investors, you
nave a handful of very vocal and 5o
phistcated ones. They hoid your fome
{6 the Gre, ['ve sesn people sbocked
by the adjustrmeat.”

In the worst case managers <2 he
laft {aating that someone eise conorels
their company. Wometco Enterprises
of Mizmi, a middling-size telavision
station ind  soda-bortling company,
went private last yer in 2 leveraged
suyout. When isked resenty to aame
the corporation’s cqwTent halrman. )

. the company’s public reiatons reore-

sentative replied, “T'm uot ST Bt
=gAt be ane of the KAR peopie”

By far the biggest worTy 9 3 cewiy
grivata cormgany is paying of toe daot
rskem on to do the deal Sankers jusEdy
landing Ruge sums D laveraged
hosemt parmsrships with e argu-

mesit Lhat owping 3 big stake inaeTme -

pany gives exscutives an ngantive to
wark nardsr and smarTer. Taat ac-
cording to the theery. in wum boasts
cash Bow, and voilk. the debt g203 gaid
As 3 former Wometsa diresior puts iz,
"Wemeten was i Company it $150
millien of debt znd & of 4 sudde=y 3
uadsr

1 lot more presswm, TVimg W save

their own necks.’

= Sg worrSoms i e debt burden
that, 8 leveraged buyouts become
=ore sophisticatad, more pArmArsiies
e taking steps to Limit their vulnara-
bility to rising mrerst rales. Cne way
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segatiate 3 “cash cap” with lend-
{ e i rates rise beyond a spec-
; szl the borrower pays only up
2. level with tte shortfallin inter-
[ _..vgned 1o principal and tacked
- heeod | of the loan, The company
onds Up paying nterest on intes-
Y\ ot least the payments are
=d UL %0 35 1O avoid short-tertn
mches, But many leveraged
.. ze stll Gpanced at vamble
«izh oo such praoteecton. ©
. might Cunk that d a privata
L.y dounders under its load of
.:d goes belly up, at least the {or-
sarehciders coutd sdll breathe
. Alas, it isa't so. A ltle-kmown
s of the Federal Baniquprey
ther boids 3 sty surprise o erst.
. vestors: T 2 aewily private en-
#—.s gous under, they may have 10
% x4 the money they rageived for
-sizres when the company bought
- mt. According to the Lw, i a.
oy goes Saniqugt aiter 3 T
L o for stoc cluses ity Dbl
%. .7 cxceed its assats, the ansac-
%. -¢ te raversed. Musas Stephen
ad, *he chairtoan of First Chic-
3 'mCOrp.. 2 subsidiary of the big
m bk, “Very fesr investment
- ot stockbolders sithar, sasm
§e o this” :
3 Tir amount of dede that's piling up

= 7t leveragad buyauts is one rea-
% qvernment oficals arz pondes-
i iTiever ragelarions. John Shad, the
A:ezn of the SEC, has decied what
S Cifs “the leveraging up of Ameri-
& oterprise.” But rzgulators agpar-
7 desitzta 1o tail banks how Such
= lend to dealmakers, “It's reai

rrd Fravey’ Feilx Ronatyn, “soitis
k2 panple wiho provide the orad-
= mzke surs thess 2re viable dagis”
Cizking intarest ratzs {orce enough
v eyeraged companies into sen-
% funcal straits, however, Washe

on's _'.aissez~f:.ir= attitude could

R NOW Congress sewms miost
Gncerued with making sare
2at ueail sparehoiders get 2
Gir shake Legisiation has besn

'mies:vsmr.hm’.r_ndavs

smuider sd-a o mdit problem,” notas -

'mmnas:heyruchcdsfb—atbe_'

ness days before buying any more. But
" other pending legisiadon could wark
against the rmanagers of target compa-
zies, narrowing their choices. Tinothy

Wirth. a Democrat from Calorada,
introduced 3 clutch of bills in

from paying 2 premium to buy back
stock of antyone holding 1% or m

without first geming the approval of
the majority of sharebolders. There's
esough ant-gresnmal sestiment at
the SEC and on Capital Hul to suggest
thar the measure will probably pass

this szexion,

Stighuly less likely to pass is another
Wi bill that atracks tBe busineas
judgment rule. it becomes law, man-

‘the
House. One would prohibit cormpanies

couid make the lawsuits provoked by
laveraged buyouts a lot more diS cult
for management to fight.
Paradoxically, outliwing greenmail
and shifting the burden of proof n
buyouts onto managemnient’s shoulders
may provoke more mergers and acqui
_sicions, oot {ewer, With their daima-
sive opuians mited, executives wha
feel vuinerable to takegver might seek
out friendly merger amdidates befors
_unfriesdly ones come knocking, “The
“Test 2nd least risky deals,” says Ken
Miller, bead of wergers and icquisi-
tons at Merrill Lyneh “are (505 @at
_surfics in the public ey alreadv dcne.
with 3 tender afer locked up.” What's®

has

the
ore

ag:rs i have {0 prove that their dec-  good O ‘fianagermest oy DOt De 5o

sions e in the sharehoiders” Best “terrific for sharsdolders, though The
interests, rather than raquumg share-  mOre things change . |
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Business Week, August 13, 19864

THEIR SHORT-TERM VIEW DERAILS COMPAN

ANS

}ﬂﬂ ars no long-lerm stociroldery

aidi —Marzin S, Davis
Chief axecuzve officar
Gulf & Westarn Indusgies Inc

flere’s no Dalisnce 0 make an inTest-

ment in the future The whole society
i ed by that kind of attitudz.

—Edward D. Znbarg

Senior managing director

Prudensai Equity Managesment

Associates

taim minutes of T Corp.'s

amnouncement on July 11 that

it was enttng its dividend by
pearly twe-thirds so it could afford
beary invesgments i the U. 3. telecom-
monieitons business, money CLaldgers
sampeded (o dump their shares. By
day's ead, the price of the stock had
dropped by roughly 8 third, in response
1 the ¢t and an announcsment of low-
¢ mrmings. [a eface, instrutional inpves-
tors mocked the price dowm undl s

DF
{ORPORATE
SPEHDING

pew 31 dividend once more yieldsd the
minimum 5% recurn that most imsdtn-
tions demand. And now the low pries of
=T's stock makes & 3 potencal takeover
andidate, m the gpimion of some Wall
Strestars, -
The ITT incident is the cleareat evi-
dance of the broad—aimost diczatorisl—
power that monsy managers wield today
qver corporata desginies. With more than
%1 trillion in holdings, .conwoiling an esti-
_ated $0% of corporata stocks ind
bonds, they cin virmally sat the price of
any company’s stock tuough the impact
of their massive purchases or sales. By
comparing equity investments with -
tarmate opportunities such 1 short-term
debt instruments, they keep prices low.
They an, st will, zeil shares in thew
portiolios © an armirageur—=a tader
who thrives on rumors, buying up

shares quickiy on hioes of 1 raider’s -
tapest, i the hope of reselling them o
anyone willing % pay a premium for
coneol of 2 company. And the nstdm-
| dons base their decisions ot oo the ua-

e a Tmim " o

S, COMPANIES ARZ

dertying worth of & company or dn its
long-tarm prospects but on whether the
arhitmageur wiil give them a guick profit
on thair investment

The money managers’ pawer acts as 3
Damociean sword gver companies oday,
forcing chief exsratives 0 Xeep earm-
ings on & consistendy upward track,
quarter by quartar, even it means

{mstrating their long-range plans. And.
because the lgw value assigned o their

stecks. closes eguicy markets b most
companies, managements are borrowing
mors i operate their businessas.

MEaA TME 3mnx? The pressure ‘o focus
on the short term plus the need o pile
leverzgs upen leverage clearly wili have
profound consequences. Ulhmataly, ail
bot the largest and richest companies
w{l be discouraged. irom taking risks.
The others wil be limitad w0 serrics busi-
nssgss or to operatons that the giants
ignore.: With investment in potental
producss and servicas feid w0 a mink-
mum, mature groducss wiil dominate the

markemiacs. Worst of all, the added bor |-
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resources that pay off slowiy—such as
0il, minerals, or dmber—have all been
downgraded by the market and thus are
ripe for picking. Says Leon G. Cooper-
man, 1 partner at Goldman. Sachs & Cau
“{ den’t think any company <an affard a
jong-term investment today unless it
managers own 51% of it” .
om TME cEFENSIVE. Araskeg is only ane
of many chief executives walking 2
tightrope. Harried By weil-heeled raiders
and turdened with a fckie sharehoider
basa seversly undarvalied assets, and,
in many industries, gvercapacity, man-
igements are wying o plan for the fu-
tare while keening their companies in-
sact. [f they copcentrale on Dusiness and
ignore their stock prics, takeovers
(hreaten; even multiillion-doilar compa-
nies are not jmmune. But if they oy @
appease Wall Soreet, they may find their
competitive piatforms have disappearsd.
Civen. the immediate threit, more
managers ae turming 10 shart-{2rm
fizes. Typically they instadl defenses
against rmarsudars. They stagger the
slperion of their boards, they rejigger
their corporata charters W0 groscripe at-
fary for less than the entire company,
] they rig themsaives goiden-parachure
ment teiied wo long 1nd o heavily on % ootraces. But. more sigmfiendy, they
forsign operations _at the expense of pod - de assars around, buying and sailing
UL invat:ejt. Bug even compames subsidiaries, groduc?.l lines. bitjd and
that have e 2o mistakes-—indeed,. jecss, sesking 3 smail earnings edge.
that ipesr to have dope ayerything |, ] ey oF ARy companies, expendiiig ener
right—can be up for graos. In Juiy, 3 Exacutives ‘think that by g7 nd resources n this way dispiaces
Soon iRl b concemungonher | SR e ot
New York Stock Exshaage old below business alone they're doing | ash. It limits compasies what one

*—*

rowing auld push eotppu:.ies gver the
beink U another recession slows growth
sod cats of funds to service dett

g far, money mansgers ue unmaved.
Sxeept for the iower dividend and ers-
ngs, for exampie, TT W15 the same com=
peay onJuly 11 a8 it was on July 10: The
mansgement Wi I PlacE,
same business piaa was affect, and
ihe company heid the same asetx, 1f
wything, Chairman Rand V. Araskog's
decisiont 0 cut the payout promised W0
beip IIT's oag-ierm sompedtive position
Zat tope of the insgitucons, which
heid an ssGrated 44% of the stock, were
wpeerzed with whether the plan would
work or now jong it would rake, From
\he mOReY MANAZE'S point of view, ITT'S
raiue is i i 5% recwrm ADY 1ddidonad
worth now resides in the potantial prem
om over market price that ITT's stock
might sommand 2. the =vemt of u take
over or liguidaton. TT's book value =
£9 per share. But i3 stoek price is only
‘$21 per share. A raider would need lcle
mare than $3 billion . gain engugh come
7oi to foree the sale of some of these | 5P
ssary—and to foreclose further Dvest- i
meat & U. 3. telecomymunicadons. .

[T is vuinerable because its manage

their tangihia ook, valus.. - : ! 16’ chiaf sxecutive alls “sirvival taedes

Carporations that have nyested for a gOCd ]Ob' That's not Tue right now and worry sbout svarything

the long term to the decimest of short- else later.”

; aen emrmings, 'hose T cyciieal pdus a "“‘:Em The evidenes of these tactics is becam-
tes, and thosa with 1sses T zarural X tng more and maor? marked, Survival

v AHD SHAPPIUG ASSTIS e BUT THEIR SPIHDIRG . AHD SO DOES [MVISTAINT
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| vhe 2covicy for all of 1981, according @

1 15 businessas

o7 % (he radonale now, Lut with 0o
spparent ¥2¥ out of this dilemma, it
) become the modus operandi {or
and more corporations. The tactics
wd up to & dispiritngiy lng lst, of
;'mmbhafmnmpie:
| sapanivens, Less money is goiag into
' tarrdp ventures and more into scquisi-
. ign of exisdng sasea. Last year less
" than $1 billion in vencure capital was
! jlocatad to startups from private funds
od corporations with venturs agital
whsidiariet. That compar=s with 368.8
\ifioa investzd n mergers and acquisk
soms. excinding leveraged huyouts,
ording 10 s@Oscs sompiled. By Venture
Seonomies [ne. and W. T. GrAimm & Ca
= Mpamarmn, Companies spend more re
seirsh money on improving procssaes
id less on developing dew products.
mmoiinminmnhmdde-
relopment spending sigwed fom 1845
o 1981 to 1L1% in 1983 The currsnt
enphasis, notes HeGraw-Hill [ne seono- |
nist David Braverman, is on turaing out
sew products based on ewrler researeh
EW—June 13 .
o awtnl spending. [Dyesthent iy apif¥ing-

fom businesses with high capital feeds
with low pesds, Although
agial spending is at an ail-gme high,
reeent ditz show that outlays for ses
vices tnd. financs wre growing it i coo-
sstant rate, while mannfacmring spend-
g fiucmastes disturbingly.

& Sayewis. Yore and more compRaies are
sailing assets tg managers snd mvestors |
who Anance with debt In 1984's A3t
xaif, 3 record $6.3 billion werth of lever
aged buysuts sopped Up ome $5 hillion
of short-larm credit, tearly five tiImes

Securities Data Co. and Goldmaz Sachs.
2 Suyhecys. Wuile companies ouce T
pienished their cpitzl by salling new e3-
&ty o imvestars, they NOw are buying
back their own stoci. And te ywing =
thocking: Aftar selling 329 billion of eq-
uites just 1 year esries companies an-
nouncad some $50 billion @t buybacks
this year's frst quarter alove.

= Reasurows DESOUITE COMpARIEt Are
emujating manufacturees-—investng

sssprves. Texaco's $10.1 billion purchase
af Cetry and Standard Off of California’s
$12 billion mkeover of Guif Qi condrm
the slogan that it ia bettar 'tz End Gl o
Wail Street thac anywhers ¢lse,
2 Shertterm sout, Loas equity 1nd fewer
bonds undesrpin business acTvity. Tradi-
tonaily, long-term debt acsountad for
ahout 2.3 frea short-termt debt 3 a com-
pany's acpitaiization. Today that rago &

MASTUp operations, less development of
pew products, ore bodies, or ol fields,
agd more servics businesses at the ex-
pense of capital-intensive manufacmuring
could add up to the siow “deinduserial-
Teation” of the U.S. Moreover, higher
short-trm leveraging at the expense of
equity leaves weaker companies vulners-
bie to bagkruptsy in periods of high i
terest rates and business slowdowns,
Inevitably, corporate power is coneeme
atad in fewes hands Ultmstaiy, tat
mearns fawer choices [or consumers
inyestors. "1 the oend contnues,” says
the managing parmer of 1 premier o

somic puicde.” Adds the chief sxerusve

- 5f 2 natqrl rmsourse comgpany: “It's the:

defunding of Ameriea.”

What brought companies to this pasa
s the new game that D3s ovestaken
. S. equity marksta. At one tme, Qm-
pany sharshoiders ware individual nves-
rors who staked their money on the
longerm developmant of ideas, prode
ucta, or services, Today, sccording W

of 1l shares sre cmcoiled by pessios-

fund ind mutuakfund managees.
Figurss compiled by the Labor Dept.

————Immmcame

The typical invesument cycie
was three © Ive years
in the 1960s. Now ... 'S
more a casino cperzton’

90% of all dailly orades.

yestment banking house, “Ii means e

Chicage's Northern Trast Co., some &0%:

show that persion plans goverzed by
ERISA (Employee Retirement income Se-
carity Act) reguladons conorai some $1

willion in capital, concentrated predor®: |
pantly in corperate stocks and bonds. On
averige. nsGrutions account for 0% w |

Their stock selections depend on <omr
parsons of refurns. High short-term ine
tarest ratss Always cause siock prices
and pricsearnings muitiples to drop,
aotes Allan S. Lyons, executive editor of
two.Value Line pubiicadons, iis reason-
ing: “Even f you're certain 3 company
sriil have 1 payed on ity investment
three years, you have to consider e
present value of your investment You
discount what you will pay for it o e

' present vaiue of the returd you expect 3

the fumure, Dither you pay less {or the
mpany 30w OF you put your matey
sisewhers for thres years and swiwch it
to the compaay then"

No wonder then that Guif & West-
erm's Davis smys, “In most companies
there are no long-tarm stockhoiders any-.

_more.” With sacrtiarm money taday

commanding vieids equal @3 or higher
thun long-tarm gues, fund managers see
20 reason to wait for fusure payoeds
when they cn get them now. Curseady,
for example, Tressury issues dus &
Msy, 1986, yield more than some due
from 1953 to 1997, That skewing of r=
frns has pushed prics-sarnings ratios ©
their lowest, point--35 13 J—aizom 1043,
Money managers themsaives ars ime
cressingiy judged on their quartariy r=
sults, Now that computars ¢ up esch
fade and tTack overall fund recurms,
even their weeikly and dadly resnita an
be fllied 1nd comparsd with those of

leta in exploraton, maore i buy existing || =5

man/ American Zxpress Ine.
The long-tarm mplications of sueh

thout 1 15 L, according to Shearson Lebr. |

corporate decisions are awesome, Fawer | & e




theit peers. Bacause they are judged ca
their short-term performance, money
pansgers seek the highest yeld in the
shortast tme. Their success comes from
heating, or it least matching, their com-
dtors’ reco and it matters little
whether results are derived Hom im-
proved earnings by the companies in
their porcfolics or from premiums that
weampany tkkeovers or breakups of
those coImpanies,
prcusis. smosnszs “The eympetition
{or business among mooey JAnAgEr
jas gotten enormous,” 1Ays Greg A
Smith, axecutve vicae-president and man-
\ging director of insdmdonsl siles at
Prudentiai-Bache Sectrities Ine "It
leads to escalating promises, wah s,
Yoy can make them XM oI0% o year
shea 3 long-term investment gives them
eniy 10%. " Honoring lhose promises
means aither barting on high-risk stoeks
ar seilitg out when the rumor of 3 take~
over bogsts a. stock's pries.

Ready @ exploit tkeover situaiions
ure the arbitragaurs, who take the shart-
wt view of al [ndesd, they think of
myestnents in tarms of days, or it most.
wesks, [van F, Soesky, an arhiageur
who heads his owm firm, once deseribed
13 earty deai in which he made 3 mers
Te per scare on some stock: “Tha deai
iakes 3 week, s virmually rizkiess, and
the 1.8% we-maie i 8.4% anncalized”
The deals today may ot all be riskless,
Some, such as Limited Inc's raid oo Car
e Hawley Hale Stores [ne, are qmue-
eastui, Nopetheless, within 1 week of
Limited’s aonouncsment of #z nten
sops, arbicrageurs had bought some 7
of Cartev's 3tock from mooey managers.

zading velostty. Commistions on Fagwu-
Sonal wades 2re low, Sines pemsion
——————mmCEr

Perision fund manzgess
should actively support
takmovers that beast their
portfolio value

SEESTRT A, G MIDMCE
Crut EA%A Myrrserssy, Loy Tl

Thess ire 0o barriers o the funds’ o
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fonds pay po current axes, they have |
= igeend¥e 13 Told securices to qualify,
{or avital-grins Swiinedt Iodewd, they
e urg=d to rade for short-term Qains
by such authorities s Pobert A G.
Monks, the Labor Dept’s chief adminis-
Qator of TRISA pension and benefit regue
ltions. He exhorts fund meniagers
become actvist shareholders (BW—Aug.
8), suppordng takeovers, for’ zample,
that boost the pricz of
thares in their control. I takeover e

| £*S aftempt o bloek bids, Monks em

coursges pension funds 'o e “The
pension funds ciuat invest in.achieve tha

—
— 4

maximum reourn,” be @y
“The pressurss © perform have led 12
some bizasTe investng tcto. In 1982,
for exampie, pensicn funds dumped an
avermge of 521% of the stoeks in thsir
portfolics and rephced them with gther
tharms according tg Sil the Chimago-
based funds-valustion servics. Ten
years g0, the average was 1%, Thiz
year the churning is ywiiter yet

Since most companier’ value aod esst

ings notendal are uniikely o change
drastimaily from quartes @ quarter, W
switchers cleariy are befing on woma
thing other than anderiying =orh Mo
+estment opinions arsn't teing {orraed
on traditionai fundamenszl anzivdel
tools any mors,” says Smith. “The oypi-
ea] investment cycle was wiree to fve
years i the 1S60s, Then money manag
ers looked for good resuits over 1 year
That becarme 1 quartar, Now it's weekiy
and daily, [t used 1o be we had an in-
vestment policy commiriee. Now Lhare's

Soam i o

Toan e e D oA




R

joern

i e M

<o reswamt on decision-making. Its
mare 3 2sino operation.”

To stay on the right side of the profes
sional investors. corporagons are openit-
ng under a new credo: 0O bad pews.
175 Araskog ignored that princple, and
aow he may be forced to sail some ap-
wis, Others may have oo choics but o
sbey the precept But 5 produce only

good news, companies souid be aqueezed

The short-term emphasis
uitirmarely hurts the whole
sconomy. I don't know what
you can do about it

oG 0L ARG
hmm,ﬂ-ﬂbﬂm

P - - -
ioto scrategies thal maka earzings ook
food but may have oo arzanic T=iston
0 their pusinesses or to the Joug-erm

Jesides mvesting maimiy for abort
tarm payouts, many companies Dope D
sump up esrningd, {or sxampis, by seik
ing sssats ind leasing them bacic, 1o
theory the procesds irom e ke e
st for investment elsewhers az 3 high
s reeurm, [o pracdes the maneuver =
proves hoth the imeome staterment and
the baianes sheet: Sale procseds @ ex-
ey of the carrying value i im operal
ing lease are reported s sarnings on an
smortized hasis. And debt {rom the -
v disappears from the balancs sheet,
improving the rato of debi 0, srugcy.

. Selling operations in leveraged
buyouts Also boosts repored earmings.
| Lf the buyers borrow from in sutzide

et e -
e
e o g L P i
B i, :—1-.:.;'23-‘
e 2,
.4 o
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‘1 huybacks, one W 1981 for 53

lender, proceeds are booked 18 2 guin oo |

the income statameni 1{ the company
takes back the dedt, mtersst paid on it
flows to earmings. Another way 0 iree
prove eumings per share; Raduce the
aymber of sharss outstanding. That 8
why corporate buybscks of stock have
resched epic proportons, None of these
pioys adds 3 single extra customer. Nor
do they improve saies or add 3 consis~

=
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RArKel VBiug i VALY Inporant we're
buying ourselves at a nine-firnes-earm-
ings muitple, whea companies in our in-
dustry are peing bought at much higher
ones.” This past weex, Standard Gil Ca.
(Ohio) announced 3 massive ouyback for
virmaally the same reason.,

Two rvus. Goldman Sachs’ Cooperman
points out that chie execurves see limit-

od choicss for sopping up the extz cash

| zeneracad by tax reduczon and by the
o | rEeavary
y | cpacty o many induscriss, managers
2. e reluctant W invest heawiy im piant
ey - and zquipment. 3Jaocstag dividands

X . means commithing companies 1o congnu-

af the economy. Wizh too mueh

zZe=X . ing high payouls in fomiee yesrs. Desiar-

rqnt stream of dollars to the bottom line,
Furthermore, buybacks do not Aways
schigye their goals. Northwest Indus-
tries [ne, for example, reduced I3 oqut-
standing shares by ibout 3% with g
per share
and the secord in 1582 for 70, The sec
ond Was made possibie by Northweat's
wie of i Coariols bouiing mnit aed
Suckingham, disgioutors af Curey Sark
Seatzh whisky, ta Beamice for 5500 mik
Hgn Sinee then, escmings P& iz,
which peaked i 1951 at 530.03 pardy a1
o 34 luat jear Seiacs spe=al Zwms
Wih B3 remaining businesses—moest.
Iy of and gas——n 52 i drms, Nerth-
west'y 1toek has Dot rume Cose 10 =

buyback prics (i3 recent prige a2 At
iy annual mascng this year, Chairman
Uen W, Haineman deciarsd, “If we had
(foresesn the ofl and £33 denacle], we
orapably would not have made the sec
ond t2ndes.”

Prtzing the best face ou i companies
clyim that myestment I thelr oW busi-
nees i3 the soundest they can &,
Typical s Mabiseo Brands Iac, which
announced that i is buying we M=t
mofiusmckmhywmaddmm
year's 10% buyback Says Chairmzn
Sopert M. Schasberie: “1¥'s the beat use
we can make of our capital aazets. Car

' ing 1 jpecial

-"'“‘g:* uying =y owa

s resuit of the first Suybacik, slummetsd |

Fividend wins no aedit o0
Wal Steet, 33 Coupermaan, becausa
sension managers zand o inciude
thsir wmicuiadons only ftams they <=

2 regularly count on.

_Acquisidons @n dways ssonge up

i ' spare cash, but agTacdve ones are
‘o come by; it is simply 3 seller’s market |

I short, condiudes Cooperman, manage
ments’ view 5. t3at “the devil 1 know, 3
itock 3t 3ix or sevyen

| cmes earnings, is demer than the devil 1

PSS don't \mow thac ['d have to pay 13 or 14
1’ tmes esrnings for.” T

. “The experience of Dart & Xraft Ine
- underscores that view. The company =

4 antly speat more than 350 million

pradent about it Prices are very high.
Anything we nvest in we have o se=
ta xelihcod of 2 remarn i 2 reasonable
period of tme.” Richman defines & r=a-
sonable period as tiires jyears. And, he
3dds, “the csn that sits thers penzlizes
you. 1f your oversi] pretax rzfum i 205
g 0%, your prefix rIOUT on thag cxah
iy mare like 10%. It drags dowm your
performance. (A suyback] @n build vk
ge for sharsholders in that it improves
the performance of e company {ont 3
per-share basisl”

Nor can companjes sgck with even
marginaily proftabie businesses 1o mak
tar how promising the long-ierm potem-

byy back on the open markes about 3

million shares, or 9% of {is commod.
Says Chafrman John Y. Richman: “Fe
had besn looking it msjor acquisitions
1t the same Ctrme, but wa're going to te

. -
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sai, onder their Dew short desdlines.
Jyst a8 fund mapRagers cull their portfo-
sos of low-recurs invescnents, so chief
exscutives must cuil their businesses of
low-retura operacions. The proc=sa is
imown as “‘redepioymesnt of assets.” But
% i§ corporate TAge A few operations
sre purtured, the rest are givea up.
Thus, for example, Beil & Howell Ca.
g out of the insrrumentation business.

per share, of Jouble ita market price.
Plerre Gousseland, its new chairman,
furned the offer down. Today, with mio-
erals @ the doldrums, a8 Amax share
sells for about 319

By congast, St REgis, NOw under
siege by publisher Rupert Murdoch, may
have found sanctuary with Champion [o-
tarnational Corp. If the desi goes
through, » big guiter will be Boesky,

Warner Communications e has sold | who bought nearty 10% of St Ragis ber
Atui Joe. Westnghouse Hectrie Corp. | tween June 2 and July 787
3 looking for parmers for i robotict _ ———— -

because = management ex-
p.mm:thndivi:ioumllu.kemm
thrwe yeszs to becoms proftadie.

Natoral-resource investmentd also
ake a long tSme reach fruiton, 2
drcymstancs that made St Regis Corp.
s arget for corporats attack thres tIpes
this year. Bendix Corp., Dow part of Al
thed Corp., soid it forest-produes busik
pess 0 a group of privawe investors.
Yost of these divestimires wers

husiness

- — worst I 1382
o= have ciosed down their pention funds
£’ ind purchased inouidss for

mndependent & 10t workable, sither.

‘3all, some of the problem may be seif:
sorrectng. Banks are becoming increds-
ingly reiuctant @ fund the riskier lever-
aged buyouts, Even more significant,
corporations e dismayed at the fund
managers rack record. Most funds
guessed wrong last year, performing far
Below the S&P averages. That sorry rec
ord has been the norm for the past 20
years. [ndeed, SEI discavered that the
funds that chwmed most performed
A number of companies

their am-
ployees. 1I that wend continues, the
cdout of the currsat op of nves@rd
could be dissiatad.

To save their jobs, the mstimctons
may have o take 3 diffarent nvesient
tack, viewing corporadans on 1 longer
horizan. Although welldocumented youd-
ies have shown
1re relacvely unprediczable while the

| ILroniadly, peither nveswrs nof corpos
3. rations applaud the short-tay dids—nar
94 .re they ianguine about ita long-term
| pesults Rea Corp.'s recent history oo
firns their doubm. [t {ormer chairman,
Edgar H. Grifiths, w3s derarmized
improve RCA'S standipg on Wall Street
by meressing ewmings quarter by quar
tar. To do thaz, he cut expenses, Tedirest-
od his resescsh sad to Tim producton
costa, and deisyed sew-product mrodue
dom.%enbehsdsqumed;ﬂhe

through leveraged buyouth. Az private | could, he wld comeany lasets 1 keep
wmpanies, the units now ire mmune t | eamings 9. 10 adg rwrenues, Grifiths
we short view. But beciuse their new Sought o7 Financa Carp., a fimencal
qwpers typically have borrowed as much | lerviess COMEADY, tereraging RCA heavi
umoir.heprice,r.‘:.eym'mlne.—:.ble Ty 1o do sa.

o inothes rse o ntarest Tazes, or N3 Tbemlt%minu.—atntummd

and the ecogomy siowed T 1931 and
1982, the oumpany wAs brought o i
tmees, [ty credit rating #as dawm

dowdown [ the eeouomy.
Awurs of the pidalls, some comaies
mise to let their stock price influeace

‘air decisions. But they Suck the Te=d iy dividépd was halyed and & A
L great risk Says Boesky: “Iianzgers faradtgseﬂar_x:mgnin._
wink that by oonceatatng oo their | — Chief sxecutives blame e femd man-

agers for andarraluing their eompanies’
sasats, aod money manxgErs Slame high
iptarest Tazes and the presyurss af eore-
petition. Says Pmdential's Zinbarg:
Ik vary pecple Who mex
qure 03 on the short tarir—am thoe

tmsineds aome they are doing gocd
po. Thaty ot oo Just 1s 3 ompaay
i3 13 compets i it indusTy, i has W
be aware of the =pital markes. When
naling management deciions, 3ome
!hnughtmmahabeghenmmia:m

d ty stockBoiders.” who Demats us when we dump thefr |
That sesms parteuiarly tue with stock and ft goes down 15%.” Neverthe

less, e concedes that the short-term <m-
phasis, “Which maxes 23 quickar on Qe
migger to dump 3 swock. ultimataly
nnrts the whale ecozomy.” Yar he adds,
“ don't know Wiaz you can do about it”
pLAYMG T 3L [ndeed, there ar® Do
S4AY 1DSWers, Imposing legislative re
stricTons on Nvestors means the 2ad of
s fres wnd efficent market and leads to

wmpanies hat operate n b
souress, such 38 Amax loe. the mining
cmpany that led jts mduacy {or years.
Undar it former chairman, [an X

Gregor, Amax «d rapidly on bor
roweq maney, [t designed G mines o
indcipats poilution concards, diversified
oo a variecy of minerals, devaloped
marksts for its major ore, malybdecum,

1nd funded its growth by selling 20% of | the government’s deciding how privatz
= stock W Suandard Oi Co. of Califor- a.pi-::l.':s.:ﬂ.‘:s;ﬂoa::d- In some Ways,
s Ip 1981, just as minerals slumped, | forcng chiel exerutives o invest {or tBs

Soml offarsd to buy Amax for 57350 cager haul and 0 kasy. thair companies

1 don't think any compary
czn afford along-erm
invesgment today urless its
managess own 51% of it”

LSO G, ISRl
Parywe, Coxren, Sacts 4 G2

mext C¥O or three quartars are gasier .

=il, fund manigers may have to lock
farther out o do becer {or their clients.
In turn, chief sxecatives may arder thew
enrporate Trasuress Lo e mors padent
with their pecsion fund mspagers.

Evan 3q, corporate ahiefs may e 4p-
sbie to escape e prowsurss of a perpat-
aal balancing a @ Thieh they must
weigh the intarest of thair mpsnies,
their cosismers, whelr stoekiioiders, and
<heir owa eursers. Arnd if James N. 708
Germetas, presidant of Bosten Ca.,
which [oan 28.5 billion i pensica
fands, & night, they couid e figndng 2
lesing battle, Says Ton Gurmarzn: “The
sllocation of resources 5 the market
may e braal but it's pretry erficient
If it leads to the rise of indusiatizaton
in Third World countries [at the expense
of the (.8, that's zot necessariy
I'm pot carwain that whalb's good for us
ia reslly good for all of us when you
take 3 world Thew.”

Writng of e U.S. 38 80 nduseial
pation may be seiling it shott, howaver.
Judging from the reaczon of chiaf sxet-
utves %o the surrenl and, faw are wilk-
ing to give up without 3 prolonged fght.
But unless they <=a persuade their
short-term owners 10 1g7%%, the very
tactics they have be2n foreed to use will
inevitably weaken thair resolve. .

that long-taem prosts
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PRCPCSED RESCOLOTICH

The Board of Dirsctors hereby raiteratss its

saliaf that the Corporation has a brighs futurs and

s -

N

N L elliad . .
enfirms its £3dificn that the invastment ¢ e Cargeras-

pizn's sharsholders will bBe maximized an that tha long-
. s . WL
parm inesar=sts of the CorperatiofyacT o3 TET TS vaa DS

¢ill hase be sezved if the Corporaticon contiaues as an
é‘JﬁCJ.‘- Ly {‘4-‘“?

+ 7

:.‘e_:anéiant. company. Sigmifieant gu/siness desisicns sseuld

ie
samzinus 9 He mads witz a view towazrd achieving thacs cp=-
- ! P ‘.‘E..
LA (’,{-n‘f WL
jac:ivagag-d—m:r:‘; the impact of such dscisions con e
: VISV I L

Carporation's”emplavess, its cusicmers and supplisrs, the

cmmuRities in whizch it and its subsidiaries coperate and

the puslic in gensral.
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. L.rELl. LIPTON, ROSEN & KATZ

SELECTED MODEL BY=-LAW PROVISIONS

Special Meeting.

Special meetings of the stackholders nay be called
at any time by the Chalrman of the Board, the President, ov

a majority of the Board of Diractors.

-
.

Makica of Stockholdar Sysiness.

AL an Annuél meeking of the stockholders, only such
business shall be conducted as shall have been properly
srought tefars the maeting. To be properly brcught nefsre

an annual meeting busineas must be (a) speciiied in the

notice of meating {or any supplement tharstas) given by or at

g o A ——— T — .

the dirsetion of the Board of Directors, (b) otherwise prop-

srly brought befors the mawkbing by or at tgg_directzcn of

LR A RS

the Boargd of Dirsctors, or (c) othervwise preoperly brought

bqfcre the zaatinq by a stockholder, For Rusiness i3 be

PO - S ey e —

proge:ly brought be:::- an annpal meating Sy a stcckhp.?:r,
eha gtockholdesr must have given timely notice thsrzof in
writing to the Sacvatary of the Cerporation. 7o De ti mely,
a stoc?ﬁg&ﬂgglﬁmpggéca zust be delive:éd to or mailed and
3. . recsived at the principal exacutive affices of the Jsrpora-
tion, not_lass than 50.days nor mors than 30 days prist to

" tha He@eting; provided, however, that in the event that less

)
)
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_than 7C qixg‘ notice or prior

of the naqtinq is given or nade to stockholders, notice by

the stockholder tO be timely must be _sO TAC ived not later ]
- < /OcZa;( LA T

than the clcose of business on the 10th day ¢ lewing the day

e which such notica of the‘gata of the annual meating was

—

nailed or such public disclosurs was pade. A stockhclder's
noticse to the Saczatary shall el forth as to each matter

the :tockhcldnr'p;cposeh ts bring beécre the annual meeting

{a) a brief desceziption of the business dasired to bé Brought
before the annual meat@nq and the rsasons for conducting such
buainaaa.at tﬁa annual =zeeting, {b) the name and addresas, as
they appear o the Corporaticn's pocks, of the stackholder .
propesing such business, (¢} rthe class and number of shazes |
of the Carperaticon which aze reneficially cwned by the stock-
nolder, and {(d} any matarial intacest of the stockholder in
such business. Hotaithatanding anything in the By—-Lavws %o

the conbrary, RS business shall be cenductad at an annual
neeting azcept in acsordance wiih she procsduras sal fortn

in thiz Secsticn ___+ The chairman of an annual mesting

S~ ——

:hall}_i: rhe facts warzaal, datarmine and daeclara o the

peating that businesa v23 not progerly srought befcr= the
seeting and in acgerdanca with':h- previsions of this
Sacticn ___, and if he should 83 daterzine, he rhall 8o
dsclace to the meeting apd any suzigusinss3 not properly

- -'/ﬂa P et

brought bn!or'-tha Redtin Aa—xot De rransacted.

1. -
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Notice of Stockholder Nomineegs,

.Cnly persons who ars nominated in accordance
with the procadurss set fofth in this Section shall

re eligible fcr elaction as Diractors. Neminations of

-
——y =

perscns for alacticn to the Board of Dirsctors of the

Corporation may he made ak 2 neezing of stockhelders kY

or at’ the diracthn of the Bcard of Cirectors or by any

. —
-

stcckholder cf the Corpcratxcn entirlad ta vote for the

election of Dxrectcrs at the meeting who complies with the

notics prcc-duras set forth in this Secticn ___» Such

nominaticgs, other than thase made by or at rhe directicn of

the Board of Dizasciors, shall be made pursuant to timely

notica in writing tc_;pe"Secqptary.of the Corporatien. To
Cegs M R rSbii

be timely, 2 stocxholder's notics shall be dealiversd to ot

aalled and recsivad at the rincipal sxacutive chices af

< i m B

the Corporatlion nct less ghan §0 days Ror RoC® than 99 davys

—

prior to the me5tinqr provided, hovever, that in the event

that less than 70.§;g§l"gefic= or pricr pubklis disclosura
of tha Zats 2f the mesting is given oT made :o stock-=
holdars, notica by the grockholdar to be timely must be
g0 rsczived nct latar than the close of business cn the
iQzh day fcllcuingwghg day on which sgch notics of the

dats of thn mesting was malled or such public disclosuz2

was mads. ., Such rrezt-oldar's notice ahall set Eoréh {&)

L
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as to each persca whoma the stockholder propeses O nem=
inate for election €T re-alection as 3 pirector, (i} th?
name, aqe,,businesa address and rasidencs address of such
‘person, (ii) the principal occupation ©rF amplcymﬁht of
such perscony {111} ths class and numbez cof shares of the
Carpa:atian'vhich ara peneficially ownied by such pecsca
and (iv) any étha: {nformaticn celating to such perscn
that i; rsquired to be disclosed in solicitations of prox~
ies for alsct;cn of ﬁxractc:s, or 1s ctherwise requized,
in oach case pu:suan: ko Regulatian 14A under the Securitias
Exchanqa Act of }9}3, as amended (includzng without lim-
jtatien such gerson's written'ccnsent +o being named in

she proOxY gstatezent as a nominee and to sarving as a Di-

i rector if elactad); and (p) as to the gtockholder giving

rhe notice (i) the name and address, as rhey -appear on the
Co;pcratlcn‘l books, of such arcckhaolder and (i1) the class
and number of sharss of the Corporation which are reneficially

-

ewned By sucﬁ stackholder. Al the rTegquest of the Board of

pirschors any par3sed neminated Dy the Scard of Dizectors feor
electicn as 2 Dirmcior shall furnish to the Saczetary of the
Corporation that *nfc:maticn guluired to be sat Zfcrth in 2
stocxholder's notice oF neminatien which pertains to the
neminee. ¥o parsch shall be aligible for alecticn as 2 |

pDirector of the Corporaticn unlass neminated in accordancs

}_ Voo @l it e
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gith the procsdures set forth in this Secticn ___- The
chalirman of the meeting shall, if the L. facts warrant, deter-
sins and daclare tc the meeting thq; a nominaticn was not
sads in accordancs with the procedurss prescribed by the By-
Laws, and {f he should s0 determnine, he shall sc declare t2

the meeting and the defesctive nemination shall be dzsrega:ded.

- Consenks kO Ccorpcrate Actioam -~

Sectidn 1. Action by Wristen Consent. Whanever

any acticn is required or permitted tO be taksn at any meets
ing of stcckholdarsrci rhe Corperaticm, unless the Certifi-~
cate of Iﬁcsrpc:aticn otharwise providas, and subject to the
provisicns of Sections 2, 3, and 4 of thig Acticle ___ v the
acticn may be rakan wighout 2 maeting, without prior_ﬁptice
and vithout a yot2. if a written consent setting forth the
action sc taksan shall have Deen signad bz_}hf‘22£§3;s cf out=-
‘Eiﬁfiii_fiffi raving naot lesa ‘than ehe ninimuz= number of

-

vores that wcu’d ra necsszary to aut horiz= such ac=icn at 2

S e

seeting at whicn all shac2s anticlad to voise theracn wher

-

preassant and voted; orovidaed, however, phak prempl notice
__._-—...‘.‘-___.—-_—-'

of the takxing of cerperata A< ac**cn without a =m=ating and by
less than unanimous vrittan consant sust be given to thoae

stockholders, who have not consanted in'writing.

-—‘__ r—

— -
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4

sectien 2. Determination of Record Date for Action

m,ﬁritten Cconsent. The reccrd date for determining stock-

holders antitlaed to express consent to corperats actien in

yeiting without a zmeeting shall be £ixad by the Beard of
pDirsctors of the Ccrporaticn. Any stockhoelder seeking to
nave the stockholders authorize or caka corporate action by
yritten conssnt yithout a meeting shall, by writkten notice,
zgquas: she Bcard of Direciors3 to fiﬁ a reccrd date. The

Beard of D:rectcrs shall, upen receipt cf such a request, fix

. ——— - - ——

as :ha racsrd data the 15th day fallewing rec=ipt ¢f the re-=

T -
— it e e

quest Or such later date a3 may be specified Dby guch stock-
nolder. If the reacord dats falls cn 2 Saturday, Sunday or
lagal heliday, rthe zacord dats shall be the day next follow-

ing which is not 2 Saturday: sunday or lsgal holiday.

Secticn 3. Determ{naticnlof Cenzant Date, The

dats for detsrmining ii an acticn has been consentad %o by
the hcl&er cr holders o£ sharas of cutstanding stack af %he
Carperation having the raquisitse voting pewer Lo authorize cr
taxe ths actien spacified sherr i {the *Conseani Date®), shall
e the 3ls: day aftar Liie date“Eguzhésg_matggig;s.acgiciting
consent; ar2 nalled to stockholders of pna Corper=ticn ory i€
ac such materials aTe raquired o me malled ynder applicable

law, 'nQ:Bi:t day follewis  the racozrd data2 tixed by the Board

of Dirsctors pursuant te Sack icn 2 of this Article . If

———! +~
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che consent pate falls oo a Saturday: gunday ©F¢ legal noliday:.
the consent Dat® shall be the day next following which is not

.Saturday, sunday ©Ff 1sgal holiday.

SQctidn {. Procedures gor Written consent. IR the

svent of the delivery t© rhe Carporaticn of a written consent
or consent3 purpcrting £o auythorize ©F take ecorporate actien
and/a:;ralatadre?ocaticns (each guch written congent and
related ravocation is referred L0 in this apticle as a
'Consent'), rhe Seczetaly of the corpeoraticn shall provide
for the safekeepinq of such Ccnsent and shall conduct such
:easonabla investiga_icn Tas he‘deems nec=gsary ©T apprcgriate
tor the purpose of ascartaining the validity of such consant
and all nathters inciden£ ther?tc, inecluding. withcut limité-
tica, whethel rhe holders of shares naving the requisite yot—
ing peower 1 X-] authorize ©T take the acticn spec*‘ied in the
cocasant have given c:nsent: orovided, hewever, ehat if the.
eorporate ae=icon &0 which the consant relatas is the remQVal
or :aplacamsnt gf cne OT ncre memiers af the scard of
Dirsctol3, the spczataT? of the Ccrporaticn ghall des=

ignata t¥e parscns, who may net be membel3 ef tha Beazd

of Dirécto:s, vp sarve 23 :nspectors with raspact tC such
consant, and guch Inspector? shall dischazg® the func

ticns d!'tﬁ%'sacretary of the Coroe jation ynder this 52¢T

. tien d. Tf aftec such investigaticn rhe SacTetaly cr the

)
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Inséectorl (as the case may be) ghall detarmine that the
consent i valid, that fact shall be certified on the
racords of the Corporaticn xkapt for the purpose of re-
.cording the p:ocsodinqs of meatings of gtockhelders, and
the Consent ghall be £ilad in such tecords, at which time

the Consant shall become affactive as stockhaolder acticns

‘ prcvided, however, that neither the Secretary nOT she
Inspegtors {as the case may pe) shall make guech certifi-
caticn ©F €iling, and the censent shall net tecome ef-
factive as stockholder aceicn, until phe final rermina=
sien of any procaedings which may have peen commenced in
the Court of Chancaly of the State of Delaware oTr any
gther ccu::_ofAccmpetant.jurisdicticn for an adjudicaticn
of any legal {asues incident %O detarmining the validity
of the-Ccnsant, unless and gntil such court shall have

datarminsd that such procsadings are nct being pursued

a:;editicusly and in goed faithe.

ot I8
-
(@]

)

_F..

——




v

i
i
1
\

O
)
O

O




0

9

G

L

i

9

i

-—




D
wd
()
O
O




BOARD OF DIRECTORS
HOUSEHOLD INTERNATIONAL, INC.

ggpoosed Preferred ghare Purchase Rights Plan

The Proposed preferred Share purchase Rights Plan is
designed Lo preserve: in the event af a takeoverl. values for
5ha:ehclder5 af the Company. It is management's cpinion that
our srock is salling at prices substantially melow long-—term
galue. The Plan is designed o ne effective in cases of 2
render offer for control tO me followed DY 2 second-step merger
or an accumulation of a 20% cor greater pesition tQ e followed

‘py a merger-

—

The Plan would nct prevent rakeovers. 1Lt would have
ng effect on & raider who i3 willing to acquire econtrel and not
optain 100% cwnership through merger until after the rights
nave expired. In such case the Pian still has had an effect
beneficial ta the Company's sharsholders. 1z would anable them
ro avoid an unwanted squeezeout and to continue theizr equity
investment ¢ar a pericd of time designed to enable them t&
realize the long-term wvalue of our stock.

The rights are redeemable at anv time prier ro a 20%

m——

acquisicion of stock Dy one party. Tnus the rights do not

intarfers with 2 negotiated merger and sphould prompt an interested

party to saek Board approval before making 2 render cffer.

mme Plan creates rather ecmplicated situations that
may oe difficulr for 2 potential raider tO evaluate. In sS@
deing it may deter a takeover. 12 the Plan did not deter &
sakeover, the 2lan would ¢iztually assure that any taksgover
actempt would me for cash and for all af the shares of the
Company's commen SEOCK. Ts aveid the diluzicen to rhe raider's
~egmmon STOCK sreated BY & supstantial amount of rights being
cutstanding following 2 cerder offer, 2 raider would cendicion
irg cffer on 2 very large percentage: 803 tc 30%, of the Tights
neing rendered.

The Plan ancalls 2 distributicn T wh= Company's
snharsholders consisting of one right o buy one-hundrsdtlh ct a
ghare of a new saries of partidipating prefarred stock for each
gp;re“of“ccmmon stock cutstanding. The p:efarred stack would De
ndn-:edeemable"aﬁb subordinate to other sariass of the Company's
preﬁe:red stock. Each snare of p:eferred seock would nave 2
minimum preferential quarte:ly_dividend af $25 per snare, Dut
would me entitled to an aggregate dividend of 100 times the
dividend declared on the common srock. This rranslates into &
minimum preferential annual dividend of $1.00 per share as com~
pared to the $1.67 aividend paid cn she commen stoek in 1983.

—




tn the event of liquidation, the holders of the preferrsd stock
qould receive a preferred liquidation payment of $1Q0 per share
put would be entitled to receive a ligquidation payment in the

- aggregate equal to 100 times the payment made per share of
common stock. Each share of preferred stock would have 100,
yotes, voting together with the commen staock. Finally, in the
avent of any merger, consolidaticon or cther transaction in
which shares of common stock are exchanged for or changed into
| other stock or securities, cash and/or other property, each
share of preferred stock would be entitled to receive 100 times
the amount raceived per share of commeon stock. The foregoing
rights are protected agaiast diluticn in the event additicnal
sharss of common stock ars issued.

Because of the naturs of the preferrad stock's dividend,
liquidation and voting rights, the value of the one-hundradth
interest in a share of preferred stock purchasable with each
right should approximate the value of one share of common stock,
The proposed exercise price of the rights ($100 per 1/100
share of preferrsd stocck) approximatss management's long-term
value of the common stock, as well as of such one-hundredth of
a share interest in the preferrad stock.:

The present distribution of the Rights is not a
saxable event for the Company or its stockholders. Upon the
rights beccming rights to purchase a raider's common stock or,
in the event of a raverse merger, rights to purchase additional
preferred stock (in either case as set forth belew), holders of
rights will probably recognize taxaple income.

Since the rights, at $10,000 per prefarred share, are
obviously "out of the money” they wculd not dilute earnings ——
per share and shculd not have any depressing effect ¢cn the
market price of the common stock. Crown Zellerbach adepted a
similaz plan in July 1%984. That action édid not result in a
reduction in that company's stock price. 1In addition, since
the rights will nct be exercisable at the time ¢f issuance, SEC
registration of the preferrsd stock issuable upon exercise of ‘
the rignts need not be effective until after issuance.

All further issuances of commen stock, includirg
commen staeX issuable upon conversion of the cutstanding
preferred stock, will carry these rights.

wWhile thers is no court case directly in peint, the law
firm of Wachtall, Lipteon, Rosen & Xatz, special counsel for the
Company, is of the opinien that the Plan is legal., In this con-
nection it may be noted that in the Enstar case the Celawars Court
of Chancery said, "Viewed fairly, however, the ‘poison pill' amend-
ments, a measure enacted Dy the Board when 'takeover' fever gripped
the industry, cculd be considered legitimate exsrcises of beard
discretion designed to protect the stockholders against 2 less than
arms-length sale.” The Plan raises lewer legal issues than the
poison pill preferred and Wachtell, Lipton, Rosen & Katz is of
the opinion that, if attacked in court, the Plan will be upheld.

-2= ‘ FfGCJO‘;ZEE




The principal terms of the rights are as follaws:

Term: . 10 years.

Exercise price: $100 per 1/100 share of preferred
stock lor 510,000 per preferr share).

Rights detach and become/;xercisable: Prior to such

time as a person or gIoup acquires 20% or more @f the
Company's common stock or announces its intention to -
commence a tender Or axchange offer for 30% cr more

of the Company's commeon stock, the rights will be
non-exercisable and will not Dbe transferaple apart from
ehe Companv's common stock. AS soon as practicanle
atter such time, separate rights certificates will be
issued. '

Special protection against sgueezeout: In the event

a raider were to acquire ccntrol of the Company in a

manner not approved DY ehe Company's board of directors,

and then were to mMerge or otherwise comdine with the
Company, each right would become a right to buy that

" number of sharss of common stock of the raider which

at the time of the merger would have a market value

of two times the exercise price of the right. Thus,

if the raider's common stock at the time of rhe merger

is $50 per share, each right thereafter would be

exercisaple at $100 for four shares of the raider's

commen Stock. In the avent of an acquisition of the

Company By means of a reverse merger, the rights

provide that, if the target company and its stock

survive a merger, each right would beccme axarcisable

for that number of shares of the Company's participating

preferrad stock having a market value of two times

the exsrcsises price of tha right.

Rademption: The rights ar= redesmable at a price of
$.30 per right at any rime pricer to 2 20% acguisitien.
Thus, the rights would not ing<rfers with a negectiated
merger or a white knight transaction even after a :
nostile tender offer h~s been ccmmenced. The .rights
would interfers with = white knight =ransacticn after
a 20% acguisiticn. :

Yoting: The rights weuld not have any voting rights.
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WYTHIES Comaolidatsd ssles and revemnes through June excseded Original 7lan a3
¥archandiaing have improved.

all businesses axcepc
Herchandising salas are belaw Plan as
T.G.4Y.

s veaul: of salas shortialls ac Yens and

VET INCCME: et ineome for the month of Juse vas $
Marchandising exceedad Plan.

4 million msore than Original Plac a3 all businesses excapc
ernings.

Juoe iocome szceeded 1983 by $5.6 million as all dusinesses reporced iopraved

Lol o T SRS
- «~ HOGG4Z3
FILLY DILUTYD ZAININGS PER SHARZ: Pully diluced earnings per share were ia line vith Original Plan and exczeded
1583 for the monch of June dus Lo Cthe tarnings isprovementc.
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(ail dollar amounts ather than per snace daca are Scated in thousands)

Manth Year Ta Daca
1384 Original 1983 Growtd lacs 1984 Criginal 1983 Groweh Race
Actual Plan Actual 198471983 Azsual Flan Actusl 1984/1981
3 13,386 $ 12,348 $ 11,451 169 2 38 80,436 3 77,508 5§ 75,479 §.4 %
2,229 3,631 2,020 45.0 11,732 12,197 11,330 3.7
6,333 by 360 h, 416 47.9 20,939 20,298 11,373 78.7
4,397 4,269 4,260 27.3 18,051 12,993 7,926 127.4
- - [T H] - - - (2,140) -
.(1.360) (1,643} (1,297 {h3.4) (10,596} (120.&3.8} (3,113 (11,3}
(4,383} {4,039 {(4,123) (3.8) {26,088) {23,081) {24,382) (4.5)
1,136 2,498 176 573.9 15,681 19,092 17,288 (9.8
| T3.208 5 T2.306 3 Li,0ed 3ded = T 110,099 5 108,309 3§ 48,/39 Lhati &
—— ] ———____ 2 ] E— ] ] .
§ 717,534 3 _718.121 $ 439,824 8.4 T 53,931,199 33,905,187 531,729,632 S.4 X
$ A2 08 Al 0§ +31 15.3% 3 1.96 3 1.8 3 1.35 26.5 3]
3 a9 08 Pl .23 34.5 % H 1.36 & 1.80 3§ 1.49 24.3 %
= 3 — ] ] — eI AT e—— TS

$9,1%4,715 §9,059,079 358,142, 136

33,597,543 $5,580,822 $3,26Q,719
©38.9%. 17.8%2 41,32

12.2% 32.7% 35.12 ~

§1,464,126 $1,498,596 $1,369,267 —
$ 8.4 % 23.76 3 16457 CUNF E

$  25.12% 8 afA 5§ 28.873 L
ey o SRS

(1) Consistens with extarmal rapertiag requiresents, aquily sxcludes prafartad sgock subjeet 0 aaadatovy Tadampilisn.

% lpesme for the sontk of Juce vas 3.4 aillizn or 2% over ths “rigigal Flan is 21l Busigesans axzupgt Mecshandising
moorted above Flag emcnilga. Jous continuas £0 expefisnca swverw piice coopecizica rasulring i3 lower salas sad reducsd
jroen profiz., The dwcliza ia Vona' locowme coupiad wilZli {aprassed losses Yy the furzilura ¢cmpanisd wage iNe naia rrasona
for the shortail ia Yerchacdisincg incowe from Omigd 'l 7lan.

Second quartar cat incooe excasded the Original Zlam by $3.7 willisn or §2. All btusinssses raporzad sacand quarczas
r thas Original Plam with the aejov igevassas cowming from Magufacfuring snd Jantal and lLaasing.
Weh of thase busizssses lave axperiencad increesed voluae over Origioal Plaa expactations. Ia additice, Manufactaring's
jecond quartar comgarisca 2 Plag beneiifsd from the recording of & $2.3 zillisa accrual for ralacation expenses ia the
firse quartar, 1z the ¢rigimal Plan, thase expecses Il spread cthroughous ohe year sad 51 alllion were planned for he
second guarctar. Although Marchandising's incowa vas only $.3 2illisn sbove Plas for the second quartar it {39 importang o
i sots Chaf T.C.4Y¥. ezotsdad Plan 3y 32.4 aillico, This improveneal ws sfZzas Yy Salow Plan resuliis ac Tous and the

Campacwd wizh (983, secood quarter igecae izcresssd 157 a3 2ll dusinesses repartad laorowed earaings. Tinaneial Serric=s
{zorowad as higBer avarzis racsivablas Tesuiled in 3 substaaflal incTeasze in earnings from the Consumer segzent, This vas
afiiet scwewhac by Nigher short=carm lacaresc ricas. Marehandising's {oprovement over 1931 <20 ba aftribucad o lnereased
wraings A T.GeaT. 44 2 rasull of highwr salss and izproved zargins aod expense ratios. This Lsprovement vas affsac
however by adarrfallas at Vous dus 3 the cospezitiye pressure oo selss and asrgins. Manufaeruring’s secsnd quaries
awer 1981 as a rwsult of sfzang sales growen in the Power C(3sponents and Specialty Product?
ﬂ tegneqaca. isacal snd Laasing's income izcrzased 10Z over Chs sacond quartar of 1983 am a rwsult of izproved volume and
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CORPORATE SUMMARY
PULL YEAR FORECAST
(all dollaz amounts otheg Than pear anars daca are atated in chousands)

_Tull Tesar ¥at Incoume 2ecurn on Zquicy
Secoad 984 . Second 1384

Qartarc original 1983 Quartar Original 1983
Ravision Plan sgrual Rauialon Flan Accual

et Incoms and fmrura on Fsulty
s 156,182 § 136,389 5 146,309 19.43% 18.72% 13,352

finameial Servicas
wechandising 45,904 49,545 39,5633 8.36 3.20 T.65
waguizccuring (1) 33,000 10,000 12,047 7.34 4.56 4.97
rescspoctatiods
maucal and Laasing - 3,200 12,300 29,596 13.73 13.35 12.35 .
dr Travel - - 4,574 - - -
cagporaca Ixpecies: ’
wsiniscTacive (21.280) {20, 306) (18,37%) - - -
foallocaced Iocaresc (46,548) (48,912) (48,003) - - -
maallscacad Iixes 90,250 32,831 19,052 - - -
facal TS T D33 56,400 —Tz.08% TI.90 % T1.25%
’ aae—
tartod Zay Cacs
Sales agd Aaveauss 48,423,237 28,452,133 §7,311,903
nroings Per Shage:
fally Oilucad $ 3.92 § 1.1 3 31.50
] ] ————
Yesr Ind Kay Tuta -
Asaais R $9,457,379 59,508,691 58,444,000
Debes
Amount 45,593,503 45,314,233 45,099,713

(excludiag ca4d

JUNE 1984
Page ]

T v B i e e INGOINGD

{ovescad i
Parchased Tahicls
: Cantracts) 33.32 11.4Z. 33.12 -
ok Yaius Per Sharw $ 29,36 § 0.4 3 27.51
. — e—————— e —

- o e w =

{1) Iacludes aftREzax provisions far rasernsturing qosts of $3.2 aillicm {n ezh the 3Secoud Quarcar

iavision nd Original Tlaz and 510 willisam fo7 1983 Aczual., Ixcluding zhesa provisions, WCurm an

Lquiey fot wgnufacturing 1s 8.36%, 4.28% and 7.21% fer ahe Second Caariag Zavisioa, Qriginal Plan
and 1983 Aszual, caspactivaly.

Commentars

Tocal year sag focooe snd fully diluted sarnings per shacw for the Secagd Quagsar 2syision ar= peojecced
to e approximsc=ly Ygvel with tha Tizst Quartas Zavisicn aad iha original Plan. (Sespite o4 small
deelize i3 ineoma af 5.5 aillion nd 3.2 willism froa sha Mzt Quagiasy avisica and Original ?lan,
tuspeszively, fully diluted ear=ings per shacs hae locreesad BY $.01., Queszacding fuily d4iluted shares
ar: expsczad T3 e slighcly lowes cugn sarliar foTncasc: dua ©a lower projeccions 2f zhae dilucive eilmes
of stack opcioms.)

T{aancial Servicas has Tuducad cheir escisszs of 1984 izcome 9 3156.2 aillfen frva thg Tirsc Cuacter
lavigion escizaca of 5159.2 wiilism. nis decTeane iz projectad asralugs Ls axpectad o gqour prioarily
in the Cyosumat Cperations dua 3 riaizg Llotarest rates sod raducad loan acxaunt growsh iz Canada.
yithin the Commercisl segaent prajactad lncowe fepm Porchased Tehizla fnatracts haw dscllized dua £3 lowar
ucilizaeion by Ciryelar Tinancial A3TPoraAniot,. ™is hms bSesg uffsat, hovevaer, by incrsased prafarTed
Stoex income as & Tasult of inarassad volome. ’

Murohandisisg's prajecsad 1986 income had {ingzeased o 344 aillicn from 342,9 milliosa Lla the Mt
Quartar wvision. ¥ost of ghis incrsuse L3 expencad 3 gagur 1t T.G.4T. which is sxpaccad to Senafit
from Righer salas aad pargin Tasuliizg frem an Lluproved asrchandisiog prograd. B gher aarkdowns and
racail operating expeusds wiil be izeurTed ia an effor= Co claar out ald iovencory but this aill he
largely be offzec by a lower inflacion charzes ssaceiatad with the LITC mathed of sezounting.

wapuf toturing has increased thelrl estinacn of 1384 aarniags by §.3 aillion over Che Tirst QuarcaT
avision. seroager dalas projecticus for Power Components asd Specialpy Products nave lacrassad che
saziings foracast far these segmants vy $1.9 aliliom and $1.1 millioca ovexr the Fizmt (uartel ravisiaon.
Thase locresses acw slacat complataly affsat, bDowaver, Yy raductions {n Building Products and Consumer
Produsts, Tusthar deciizes in the lavel of houslng ssart3 gould hawve an dditional adverss lzpact o0 the

Building Products forecast.

fanzal and Lassizg's projaccad 1984 izcome has ‘{peraased $.4 milllon over the Mirat Osartar Ravisien
prisarily as & resuylt of morw lovestment tax credifa associaced vith {neressed fleet groweh. ar Rantal
volume s expested to lacTeads slighely over Pizsc Quartat Zevision lavels but will be offsec by higher

£ 00420

incerast ratas.
' | HGOO
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stors clasing T
earlisr revisions primar

9mvyigion project
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she seasonality of cart
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iz will be of
gvigioas 2% T.G.aT.
1ly due t3 the sdvarzs
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faptal acd Laasiog iz 1983,
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PULL YEAR FORECAST - QUARTERLY DATA Page &
(all dollar amouatid other thao per snare data ars acated Ln thousands)
1984 Sacond Cuarter Ravigion
Actual —n Forecasat
First Second Tnird Fourth Fuli 1983
Qarser fuarte? Cuarter fuartes Ysar Actual
40,976 3 39,480 5 19,324 s 36,0602 8 156,182 5 146,909
1,173 10,379 2,720 31,512 45,984 319,433
§,802 14,137 11,438 8,835 4l,210 32,047
- - - {8,210 (8,210 (1g,00Q)
5,206 12,8435 15,165 944 34,200 29,396
- - - - - 4,574
(5,062) (%,654) (3,251} (5,333 (21,280) (18,378}
(12,771) (13,317 {8,394) {11,368 (46,648} (48,003}
7,956 7,725 2,394 11,665 1G,250 30.052
3 w4,300 3 25,775 3 57,294 5 64,289 5 23l.8/8 § 206,430
3 M0 e 3 el e =
§ 44,512 3 62,097 $ 56,553 3 48,781 3§ 231,343
M--— ——————— —————— i ——————
3 36,167 5 52,382 $ 39,763 3§ 57,906 3 206,430
P —— ] — — ] ——— ——— e
.76 1,20 1.02 1:16 416 5 .48
o T4 1.12 37 1.09 3.92  $ 31.30
A5 22 (.08} Al L2
e —

ceends as the FTirss Cuartas Tmgision

iy

ne secoud and Isuctll quarsar dus
i3 projectad
wa sassenally scrsng

']

a lmave decllzed

=)
Zzom the
rasulis a:
fean nigher aaridowns
fTom
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FINANCIAL SERAVICES JUNE 1954
FINANCIAL HIGHLIGHTS Page 5
ML
- wi—
Conmumer Pwceiresies e —————— s
Dillions s¢ eellary) e ol
e
e YEW it
/
l A [ ] ™ ) -y Fi <R, T ] T oy
. o .3 1.3 4.3 a2 N N-) .2 .2 2
g.g g.g g.g i.a 4.3 4.8 4t 4. 42 4.2 4.2 4.3
13 n7 7 3.7 3.3 1.3 L3 L3 .3 3.3 1.3 3.9
ATTUM,
—
Biilions sr Silw-y P
Py — - /}— *._,.43-\-\-4"‘ ™A LK

Il L 1 4 1 ] . . s LA 1 + y— 1
bl 2= L} AR »Y <A wil.. M = &7 oY o=
i35 1.1 1.7 B4 15,4 2 2 N | .3 - [}
g:g 9.1 . .2 2.3 2.9 2.7 3.3 5.3 3.9 9.2 15,2
2.3 14.3 w7 2.7 2.2 1.5 L.k 2.3 2.3 2.7 LF LY 3.7
CONEINCATI A
A TR e T =Y Pt
T Dee—te—Etauity Awtis a
TR A8Q

E

sk —
e

1% i e = = !
M = E L i my wiiM i1, L+ = xT wy &%
ACTUM, L 4 5.44 5.3 3.4 1.3 LN .= - . .- .
] d. 4.7 4.7 4. 4,28 4,5 4.3 4.4 4.3% 4.34 4.31 -
TEIR M} 1. ¥ 8.2 5.0 .2 .31 5.3 . .= 1.3 L= 4.31
TAET LW ] B ., 5.: 1. B 1. - 1.9 .x o -} 5.0

CONSUMER RELIIVABLES:
rassons.

Consumar recaivablas a2 June 38 were 3535.1 million belaw Original

Ptan maialy for 1w,

Pirsz, receivables zraweh iz the Cunedisn 3ranes Offics and Deposil<Taiing Opwrat iuns has Sesn lowar
than Plam by 536.1 million 4nd $6.3 million, respactively. Second, United Xingdom and Canadiian axchange racey are
substancially below Orizisal Plan resuiting in & $57.7° aillian decline due solely i1u translacion. These
uwifzvoraole variancas have haen partially offsec by higher receivables groweh in the U.S. 3ranch Qtfices.

NET [NCOME: et income for June 1584 was 5.5 amillion greacsr than che Original Plan. A favorsble varianes in
U.5. Branch Offices wvas partially ofiszec by shortfalls in Gredit [nsurance and Canadian Ycaneh Offices,

ure E!BT-TO-&JUI‘!. The June debt=ep~equity zatio of 5.00 ias lower than the May ratio of $.19 primarily due to a
reduction ia inCercompany advances Lo Household Incernaticasl and the paydown of Purchased Vehicle Concracts.
Purchased Vehicle Camcracis should ¢ontinue 12 decTease 2¢ nev purchases ara nat ancicipaced,

HCO0&3T



FINANCIAL SERVICES JUNE 198&
NET INCCOME Page &
(thousands of dollars)
Net Insome
Monch fear to Dace
1984 Qeiginal 1983 1984 driginal 1983
Accual Plan Actual Aetual Plan Acrual
qumers
qiced STaCRSE
sranch Offices $ 7,735 § 6,430 $ 4,133 5 44,845 § 42,273 § 15,314
Uegcsi:-raking Operations 30 226 324 373 993 1,003
canada’ :
] . granch Officas - 814 1,178 2,021 4,093 7,047 9,237
Jeposit-Takiag Qperaticns (7%) 13 38 (319} (97) 285
% figed Kingdem 353 144 3la 2,170 1,308 2,132
wseralia 140 122 - 98 824 820 408
credit Insurancz - 1,784 2,116 1,522 12,072 11,479 11,429
Tatal ) 10,453 10,448 3,513 66,063 586,231 59,308
1 spmareiall
purehased Vehigle Contracty 564 531 790 3,598 3,096 5,518
leveraged Laasing 519 532 aa7 2,182 2,622 2,990
srefarTed Stock 724 615 8d5 4,149 31,688 3,640
Csmmersial Loan ) 293 280 432 : 1,189 1,255 301
Tatal 2,100 1,958 2,377 11,113 10,48l 12,749
Joncredit Insurancas ' .
slexandsr Hamiltom 422 - 532 543 2,969 2,836 2,310
jeusahold Reimsurance ) 11 10 (2) 306 68Q 112
Total 433 542 381 3,275 2,914 2,922
Toral - § 13,388 § 12,948 § 11,451 5 80,458 s 77,8408 3§ 75,479
demg ¢ C
4 Household 3ank s &7 s 159 3 224 5 84 3 914 3 757
: y1llzy Harional Bank (79 {71) a3 (414) (49t} {2133
i g.3. Iodusctrial Banks ‘
* and Thriiss 83 38 17 523 378 433
Commentary

financial Services' net incame theough June of $80.3 gillion was 32.9 million and $S millico
greac2r than tle Original Plan and 1983, respectively.

for the month af June, net income of $13.4 aillion wvas 5.5 million greacar than Qeiginal Plan.
A favorabla variance of $5l.2 millisn in tze U.S. Branches resuliesd from greatar—than—expected
recaivables growth and finance charge yisld and lower—than—-anticipatad gperating expensas.
Parcially affsaccing these favorable variancss, Canadian Branch Ofiiges were 5.3 millign Pelow
Qriginal Plan, principally because of less-than~sxpected rscsivablas groweh., Cre=dit Insurancs

wag $.3 million below 21an because of unplanned losses on dispesition of imvestmeals.
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A it kel et

sapiod Fay Oaca

wecid® acsivables:
Conuumar
Amount

fasl Escata Securad

Nat hargeolis

Commereial:
parchssed vanicls
ContTacts
Laveragad Leasing
praferTed stack
compareial load

(redit Inaurancs
Paamtzacions U
is
Aecident
fropasty
Tntarest Speeads (1)}
.3, 3r anciies
Ganadian Eranches
Unitad fangdeom T 7T
gousehald lagk - —
JallaY Naticnal Bamk
J.5. Taduszrial Bani
and Thrifcs
EFC Trusi (Qnad.l)

and BealCh

sverage Incaresat Bacass
short=Tara
long=1ara
Customes Daposil3d
Compoalls .

Iopersst Izpensel
Short-raTa
Lang~TAca
Cuscomer Depoells
Tocal

ivearaga Borwowizgd:
Shore=izra
loag~Tara
CusCowe? Deposlils
Total

wynth=-ind Y Tata

Cmof3
Agount
Pareenl 7ariable 3atz
parceat Rt 7ariable Eat=
{exciuwding aash invest-
nect io Perchasad
Fehicle ComgTacts)
CusComer Ceposlsd
BFC Debt=to=Zquily Ratio

-——_———-——

(1) Toa ingarest
and the averigs

yiald on ioves caents

PIHANCIAL SERVICES

JUNE 1984

spread reprasants
{ncerest TALR
in securicies.

oa total debt.

Yor the banking ope

racions, Zros3 b

OPERATING DATA rage 7
{thodsands of doLLlATR)
: ¥oath Yaar to Date
1984 original 1383 1384 Qoriginal 19413
Actual plan Actusl hctual Plan Aczual
$3,324,383 54,010,443 $3,Th£,565 $3,920,134 $3,962,963 $3,679,088
45, b4l 44,802 50.51% J95% 46.10% 50.76%
0.09% 0.09% G.11% 0.52% 0.52% Q.64%
$ 390,306 $. 387,412 § 160,206 § 4lo,81l s 316,860 3 425,400
233,073 133,527 227,459 232,744 233,009 226,473
200,264 178,148 175,233 189,838 172,371 175,309
122.015% 144,333 45,071 109,730 122,894 66,127
82.8% 85.0% 83.6% 82.32 85.0% 83.22
81.0 75.Q 73.0 7%.0 75.0 78.0
49.0 10.0 49.0 51.0 50.0 49.0
12.84% 12.70% 13.53% 12.56% 12.78% 12.97%
11.51 12.03 13.72 11.57 12.10 12.71
14,93 14437 15.09 15.549 15.28 15.93
.58 4,42 3.76 3.26 4,10 3.08
7.40 7.59 9,54 8.07 7.88 7.9%
9,47 8.79 9.06 9.048 §.84 8.50
1.75 2.44 1.48 1.39 2.42 2.9%
10.71% 9.02% 8,942 10.073 3.012 §,.75%
2.73 8.71 84.38 8.72 3.53 8.49
8.39 3.30 §.49 8.847 8.90 .77
Feldla Bedlm B.03a J.034 Selln EPESES
7,803 3 7,367 3 7,470 bia, 563 3 39,44 s 40,784
18,942 18,937 17,263 115,425 113,532 107,180
1,062 .219 2,503 18,428 18,703 15,270
3 23,20/ T 19,043 3 37,438 3 118,392 2 71,590 @ lea.dd™
969,233 931,725 992,533 3§ 936,308 3 320,194 31,019,278
2,590,932 7,730,541 2,473,377 2,705,281 2,731,943 2,568,538
a17,320 535,695 572,677 421,740 523,063 331,183
52,3”,137 34,09 .36l 53.«5&0.367 ;‘-1\,063,329 EEIENTD :3,5?./,5%’
84,078,533 24,143,300 §3,587,930
37.1% . 39.5% A2 CUNF]DENT{AL
30.6% 32.5% 36,12
s &13,468 s 440,621 s 376,628 ~m S
5.00 4.8 5,91 HOOU=xo<
the diff=rancs patwesn the average Zroes yield on financse receivables

{eld also itneiudes




Samm iy

PINANCIAL SERVICES
FULL TEAR FORECAST
(zRousands at GOL.ALE}

Pull Yesr Mec Incouzd

JUNE 1984
Pagm B

apeurn on Equlty

Second 1980 Second 1984
uaccet griginal 1943 fuarter Qriginal 1983
Savisiod Flag hatual Ravision Plan dctual
Consumart?
mitnd Scacnsi
Iranch Gfiicae s 20,36 3 79,664 8§ 76,300 26,53 % 32,22 % 12,84 %
Dmpesiz=Taking Cparations 1,329 2,408 | {2,254) 3.46 5.7 (3.34)
Canadat :
Srameh Offlcas 12,499 14,049 13,919 13.44 18.79 17.19
upouis=-Takiag Cparicions (229 132 (7u (2.31) 1.31 (3.28)
Onited Fngdom 4,279 by a7h by 178 18.71 —-17.41 L7.26
juncraila 1,603 +233 1,178 13.92 1249 12.92
Cradiz lnsurnacs 26,300 16,300 23.139 17.62 17.50 14.67
Tocal . 115,289 124,730 1ia.d37 TR 13,15 id.0/
Commarnial:
parchised Yehisls ConeTsstn ’ Godal 6,774 9,635 - R - -
Laversged Lassizng 3,402 5,311 5,223 3.20 8.3% 110.32
peafurrad Shock 9,334 7,466 7.333 1697 16,78 . 16.96
Commarcisl Loasa 2,348 1,432 949 10.0% 12,11 7.73
meal P TLE] 1a. 183 L IREY 11.d3 11.82 12,34
pgaredit Iosursnsai
Alazander Samilias §,300 6,300 222 16,92 (12,07 l6.62
Bousehaid miosurancs 168 126 {12} 19.74 . 4.36 (Q.31)
Tocal . I Lb8 EFENE] 4,240 BRATE) LBeih 1 3.3
Taeal 5 149,182 5 l3a.389 3 lao.30% 19.453 = 1872 5 13.45 3
ama 1 S = F = :==#=
bousadold lank ) %0 3 2,165 8 (1.230) 7.4 2 11.84 2 (15.43)%
Vailay Hacioual Ziak (594) {305) (1,47 (8.38) €10.82) (16.37)
Uu3. Indusezisd Zanks sad Thrilts 1,147 1,148 184 8.73 ha 32 1. 51
IO, L Rl

|
|

|

Terind Fay Tats
Awerage scaivaoles:

Conmmers -
mount 33,390,014 34, 0hd, 224 43,795,362
ac Qargeotfa (3) 0.39% 1.02% 1.24%
Commaredal:
Parchased Vehicle Cyaneracta 4§ 1a0,332 3 166,101 § 332,209
Laverayed Leasiag 164,295 134,384 238, 34é
Praiarted 3Zock 220,451 173,220 173,432
Commareisl loan 133,510 150,429 56,307
T
Hfactive Tax ails al.3% Wb, 11 45.3%
] ————— .} ——
Inzscest iaczat
Shorc=Tarm Cmbt 10.19% 3,333 393
toag=Tara Ceat %.38 3.73 4.53
Cuscouar Cmpasits 9.43 3.% $.49
Cowpaeily . 3,232 EYES SelTa
*ear=7nd Yay Cmea
BT Tapc-to-iguley Mcia? -
Amount 3487 da31 a3
Tasyut $.40 5.00 5.00
————T ] T

COTman AT

T ——— e ——

.
——

CONFIDENTIAL

HGCOU&33

Tinsneial SerTiges’ ntai~rear M€ lacoma fgr the Secood QUArTar vision 3f $158.2 alilisa i3 §2 3dllion
ar 1,91 welow ISa Mege Csarzar evizion. meurn oo equity, hawever, .3 srojussad at 19,43%, vizTzually
{dencizal 2 the 19,39% projastyd iz e TATIE Quariar Jgvision., Ta decrride im eagmings is céfsac by an
{acrasse in toa faraign curTIney tragslitica adjusiment paction of hagshoider'y eguil? resultiag {Tom 3

sezoager J.3. dollar.

towar earnings ats xpeatad 12 “pesamer Cparaticns. Jeangh Offica Cperaticas {zecaa vill dzee 07 51.%

atllion fsc thzes majoer rAASGAS . Fizge, locarmsec ritas nave incTsased.
{megrast Tata 13 projaszad o lacTiase to 9.01% freom 8.913. Sacsad, Canadi

=~y 3ransh Cfflce soapasize

a8 cooamer rreelvadies IToWLh,

ineluding foraiga exchaoge, Dis bman eraduced [roe a groweh ol 39,1 aillicm t9 1 1ose of 361.5 atllioa.
ird, the GuK i3 projeccing 2 decline of 31,2 milllios due (3 part tn the dowaward wowenent of the

exchaage TALA.

=ngal Omposit=Taking Cparagions Llacoee is projectad t@ dacreaae 51

alllion fzom the Titsc Quartac
lariszion. Tousaheld lank incows will drop BY $.9 aillion for thrws taascos,

Mose, iz will da asce=seasy

to pay highar razas to apzraat tha dapasiza pawded to fuad racelvabien growch. cacsad, the scquisition af
aight ::linah atficas fzom T.S. Madch Cperaciocs Bdas bean waved bagk o lacar ia the yesr. Thizd,
scaudsifion fews payable TO T.5. Raach perasions fa¢ loens acgulred soder the Cuatomer Iacention Lank

jaca Program Ware enderastisared i the pravious Flaa. {(The latzar tvo

daetacs are iocar—coapany limEas

ad would oog alfseg total Flaancial Servizes igcowe,) EFC Trust {Canada) incvwse hsza bean saducsd ¥y 5.3

sillign co & loss of $.2 milllea prinegipally secauss of ITACIwup expacsds fa

c uew tiochws.

Tocal iocows [ICW Cowmercial Opearacicas is vizrtyally wachanged from che TiTIE Quartar Ravision. Prefarred
seack lacome L8 projucted Lo lnerasse $.) millloa over she Mrac Quartsr Zavizion secavan of She purchasa
af addiricnal pgack Laisuas 208 cvwiemplaced iz the pravicus Plad. Birchasad Tehizle CantTacts iacome L8
o dicdanhe e aegr yarfaf iEvisica beczuse Sryslar Mpaneizl Carparagion nes iaforsad AFC ihac




yet Igcome
anmmur:
yniced gpaces!d
sraneh gffices
anosin-faking Operaticns
ganadas
Jraned Qfficms
Deposi:—faking Operacions
jaited Kizmgdom
sustzabia
Cr=dil {gsurancs
Tocal
commereials
purcaased Yehicle ¢sncTicts
Leveraged Laasing
frafarTed stack
Commersial Loas
Tocal
Nongzedit {msurance:
ilexander Hamiloon -
gousehold geinsurancs
Tacal
Tacal

{9846 Qrigiaal Plan
1983 Acrtual
Yemg !
Yousenold Bank
Jalley yacional 3aok

.5. Industrial Lanks
apnd Thriits

Quarces Tad Ray Data
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sULL YEAR FORECAST =~ QUARIERLY DATA Page 9
(thousands 3 do.kars)
1984 Second Quartert gevision
Aqtual Forascast
First Second Third Faurth Full 1983
Quartes Quarcer Quarter Quarter fear Actual
s 23,038 $ 21,807 § 19,121 s 17,020 4 30,386 76,300
1 1238 643 1,32% (2,254)
3,393 2,705 3,119 3,282 12,499 13,919
{119 {200) (3 93 (229 (171}
1,248 922 1,033 1,074 4,279 4,173
396 423 398 333 1,545 1,176
5,968 4,106 §,333 4,395 24,800 23,189
34,107 31,938 30,548 78,380 125,183 116,337
1,798 1,840 1,544 1,299 b,4al 3,535
962 1,229 2,117 1,103 5,402 6,223 .
2,033 116 2,371 1,834 9,334 7,533
491 &38 568 791 2,548 345
5,264 5,374 6,800 5,327 13,743 24,3681
1,351 1,413 1,847 1,984 4,300 6,222
274 32 31 31 368 (12}
1,625 1,830 1,878 2,015 7,488 8,210
5 40,3976 5 39,480 s 39,324 § 36,402 $156,.132 5148,999
$ 39,039 5 38,369 $ 29,329 § 39,3352 5156,389
s 39,762 s 15,717 $ hﬂ.ﬁﬁi $ 30,544 $Lb6,ggg
3% 5 22 L34 3 32 % 780 § (1,231)
(178) (2507 (179) (37 (598) (1,427
323 200 338 286 1,147 334
5.29 5.00 5.21 5.07 5.07 4.21
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mrehased Janicle Contzacts
Llaveraged Laasing
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Zxchange gain (losa)
Tocal
Tocal
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Coamersial
Tocal
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Household Zank
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CommenCXL7

—L——————
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LOAN ACCQUNT GROWTH page 10
{chousands of dollacs)
1984 Second Quarter Reyision
Actual Forecast 1984
78t Second Third fourth full “Qriginal 1983
El:tsr Qaagter Quarcas Quarter Yaar Plan Actual
s (1,537 3 49,5808 3 $0,397 $ 43,298 S 141,786 § 177,825 $5 196,395
11,163 22,318 14,929 53,007 111,917 48,589 10,9309
{18,197) {16,046} 2,445 3,668 (28,132} 12,225 70,213
5,380 14,522 22,262 22,254 fb, 428 44,825 11,334
3,381 7,978 18,985 13,517 44,381 47,880 34,517
{18,054} {31,428 (5,323) {5,339 (5%,144) 25,222 (26,012}
L1/ ,504) 44,632 114,895 130,413 273,196 154,307 328,078
129,578 {200, 532) {62,840) (69,399} 16,533 243,480 (259,399
{302) 724 28,949 597 19,9388 2,998 &,459
{2,189) 4,915 11,436 {5,731) 58,451 7,518 12,416
T 11,144 21,401 15,254 5q,L138 117,945 121,877 84,093
(1,088} (3, 148) (2,933) (1,975) (3,143} 5,179 (4,799)
337,261 (.26,7/08) 10,0846 (6,321) 713,818 380,352 LLlal,34Q}
3 319,897 3 719,238) 3 136,779 3§ L23,392 3 wa9,0L2 & 737,419 § las,33®
——————— # —TIII e — ———— e — e
s 10,338 3 113,307 5 118,457 § 113,915 § 156,367
140,967 90,198 56,663 93,022 280,832
—— e e
S 141,355 § 203,505 3 175,422 5 206,337 5 737,419
$ 8,97% 3 11,635 3 18,210 § 42,1327 § 39,000 § 34,892 3 7,600
4,302 1,834 4,504 9,370 20,410 8,797 22,581
(817 (501} 2,115 1,510 2,507 4,500 328
—— T — ——————
aillion is 3354.2 million Selow the grawsh stojectad 12 shm TLTsT
cina Capadian Eranchss Whacs i racalvablas

2 3713.3 aillion d=2cline

e
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SALI%S:  June sales vere I2 bdelow Originai Plan and 32 abowwe last year. Tha principal dollar deceresses irom ?lan
werk 4% Yons and T.5.4Y. The incressa over laig year vaa primarily due 5o T.5.47. vhich recovded 4 23 gaia. A
large part 9f T.C.dY.'s sales zain is & resulr of the change i3 reporzing calendar as discussed con page 13
Huffman=¥ioe Nad a 253 iscrease while Vous and 3« Frapklio tad iseressas of L2,

NET I1MCCME: Net income in June vas 5.5 millicn less than Origiaal Plan and $1 milliom grescsr Chan lasc year.
Yonz' {ncome was balow Plan and last year 3y $.3 millicn and $.1 million respectively, T.G.4Y.'s incooe was
‘slighely balsw 3lan buz exceedad last ywar by §1.3 aillion. doth of the wvholesals companies Nad incresses gver
Plan and lisc year, The furniturs coepanias recorded louses vhich vere in exczass of Plan by §.7 millien.

CAPITALIZATION RZATIO: The capisalizacion ractio of .61 wae bacter than Qriginal Plan amd lasc year's ratios vhich
ware .51 4od &b respacsiveiy. Adjusced debc was 525.]1 million below flan and 563.7 million below last year.

Ho00433
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MERCHANDISING JUNNE 1984

NET INCCME ' Page 12

{thousands of dollars)

Her Income

Month Year to Dace
1934 Original 1933 L93s Qriginal 1983
Actual flan Actual Aczual Plan Agtual
Jans s 1,153 s 1,449 s 1,209 S 6,243 5 9,321 5 10,949
1.5.5Y., 1,411 1,431 120 3,496 1,540 (1,527)
seg Fraanklin 10 - (153) {3) (348) (1,352) {1,035)
Cozsc~co~Coaszt 329 845 434 2,442 1,824 2,434
fyrniture!: ;
Huffman-¥oos (187) 291 (193) 488 a8la (102>
3arker 3ros. (131} - 71 (57) {362) 223 (1177
Colby's (112) (32 (33 (333) {51) (64)
American . . (24) 2L (13) (71) 32 (231}
Disconcinued .
Oparations : 29 50 411 4135 234 _ 793
Total 5 2,929 § 3,631 5 2,029 s 11,7527 5 12,197 § 11,330
- — ] ] ] - - - — -] "}

— =

Jons' identical store sales for June were substantially lavel wich last y=ar., This was a
imgrovement over the year—to-date Crand but fall short of Original Plan. The smaller sale
increase and a 12 reduction im store gross profit rata werm rasponsible for a 2.4 millic
reduccion frem Plan store zross profit. Heducad iacome {rom the meac plant also conctribucad t
the lower iacome. This was partially offsec by lower recail exzpensas which wers faverszbie &
Plan by $1.7 milliom of which §l.3 @illion was due to lower payrall expenss. Results frc
recail operaticns were improved over last year, but the lower meat plant incoma affsac tha
improvement. In additionm, incrmased incarsat expense advarsely afisczad che income comparision

-

*.C0.87."s initial gross profit was below Origzinal Plan by §3.4 millien in June dus £2 a 13 sal
dgeline aznd a 1.0 percentage point reduccion in gzzoss margzin rata. Racail expenses werz 33,
2illisn under Plan and this favorabla variance more than offsel e lower gross profic.  Star
payroll was favorable to Flaam *y $1.3 milliom and stors publieicy by $1.9 millien. A
idditiomal gprovisien of $.4 millicu for closed stores vas a faesgr in the small desTease L
income f=om Slan. The income improvemens over last year resulcad fvom ingr=asaed salas and |
significant reduction .1 the racail expense raclo uhizh impraved to 282 of salaa frem I3%
year.

Ban Franklin's income ia June improved by 3.2 million over Origizal Plan and was approximacsl
the same a3 Last yesr. dholesale expenses vers $.5 million lower chan Plan waich meve
compensatad for lower gross profitc due to a 0.9 pergenzage point reduccion in gross marzi

rate. luprovesent in prine plant operacions and rsducad incar2st axpense also concribucad =
favarablas resulzs couparsd with both Flan and last year.

Coase=to=Coasc's June income improved over boch Original Plan and lasz year by §.2 million
Whalesale sales wvers 6% belaw Plan but the decline in operating income was Limitad as gros
marzin rat: was close to Plan and expenses were under Plan. Opararing inesme was slighaly bels
last yesr as sales, gross margin rate and expenses did noz vary significancly. The improvemern
in ineome over last year resuited from reduced intarest expense and a lower carpgrata axpens

allocation.

Tae Furmiture operations' loss for the month of June was worse than Qriginal Plan and last yea
primarily as a result of lower sales. -

HC0Q0437



MERCHANDISING JUNE 1984
QPERATING DATA Page 13
{ (thousan.s ol dolliars)
’ Month Year to Dace
1984 Original 1383 1984 Originai 1983
Actual Plan Accual Actual Plan Actual
teriod ¥ay Datas ——=—
Tales N § 445,807 9 461,564 & 410,807 52,475,749 §2,520,517  $2,412,063
sales Growth HRace 8.5 X 12.4 2 (2.10% 2.6 % 4.5 % 0.7 %
! mtuen oo Sales 0.462 0.79% Q0.49% Q.47% Q.487% Q.47%
3 Iptacest Hales:
$hort-Tarz Dabt 11.635% 10.0Q3% 9.79% 10,842 10.052 9,452
Compoeita 3,32 9.30 9.04 9.38 3,22 8.87 -
] —— TSR ——— e e s
Salas (1)
Yons §$° 138,231 3§ 195,483 § 185,934 £1,122,170  $1,134,443 $1,111,809
T.GedTe 135,84l 190,313 151,158 933,333 944,673 895,118
Furnitura 10,615 12,813 10,708 385,683 37,573 81,638
Yholasals 60,332 62,964 50,433 332,743 331,130 311,788
MO, ——— e m—————
gales Growth Race: .
Yons 1.2 2 5.1 % 0.7 % 0.2 = 1.3 2 4.1 2
TaGeaTa 22.9 25.9 (5.2} 4.3 5.8 (L7}
Furnizure (3.9 19.7 (8.1) 5.0 7.3 1.9
Whelesale (0.7) 4.2 {(1.2) 8.7 4.2 (2.9)
e ———— — ] ———— ——— — 1 —————————]
Tdentical Store Sales
Groweh Race:l
Yons Q.57 % 3.72 2 (3.1= (0.39)3 2.31 = {Q.55)%
T.G.aT. 27.74 30.98 (5.98) 8.42 7.40 {(4.17)
Furniture 18,96 18.22 (11.3D) 11.31 l4.16 2.95%
Wholesale 2.45% H/A (3.23) 8.4l /A (2.7
i ¥Yerchandising Groas
] Margin:
ﬂ Vans 25.09 = 25.32 2 24,51 % 25.11 2 25.45 % 26.96 %
. T.5.47. 13.566 29.77 28.58 29.08 29.13 28.25
; Turniture= 40.06 41.78 43.00 40,45 40,93 39.93
Sholasals 11.52 12.20 11.33 12.34 12.58 12.09
— e —— | e
¥angh Tad Tey Data
[ Taventory (Aonca's Supply):
1 Jeus 1.03 1.00 0.94
TeCeaTa 1.21 $.06 5.17
Furaizure 3.87 3.90 3.91
3 Wolasala 2.18 .05 2.02 )
—_— NEINENT]A
Dmpt: ‘ i'v\’l l s LA
Amcunt 5 387,209 3 401,552 § 408,714 ' =t
] fercsnt Jarisbla faca 36.7% 38.1% 16.9%
Capizalizacion Racio +B1 +H2 TN
Curzsng Raclo 1.73 1.69 1.32

- - - - -

|
‘\\

(1) Exeludes Diseoncinued Cperaticas

Commentary

T.G.&T.'s identlcsl "store {gerease of 27.73 compares 35 days of sales this year wich 30 days lasc year.
When tha five weska ending June 30 are coopared with the corresponding wegks in 1983, the inerease vas

g 8.7%.
' Inwventoriss at selling value excsedsd Original Plam By $55.7 aillion ar 52 st month end. T™hia was a
significant reduction from the excaesd of $85.4 mililon or 71 af the end of May. Tha gresatest

T.G.47.'s excesa over Criginal Plan vas
was & omall decline ia the sroporticn of

H0G0U0433

improveaencs Were sade at T.G.aT. and the wholssale compunias.
reduced to §52.1 mdliice from 570.8 silliom at May 31, Thars
inventories financed by trade payablas.
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MERCHANDISLNG JUNE 1984
FULL YEAR FORECAST Page 14
(thousanda of doliars)

Pull Year Net Income pmcurn on Eguicy
Sacond 19846 Second 1984
(uartar original 1983 Quarter griginal 1983
Ravision Plan etual Ravision Plan dctual

st Ineoae and Rarurs on Pquily
. 174433 3 - 24,286 5 26,168 12.86 17.86 % 18.37 2

Yous
t.6.a7. - ~19,531 16,730 2,313 5.94 S.15 Q.96
tan Franklin 1.09! 341 43 4,57 3.89 .23
toast=ca—loast 5,277 4,690 6,703 27.58 25.81 31.14
furnitures )
duffman—Xocs : 749 1,266 258 10.42 13.51 ) 2.98
sarkar Eros. ' ’ a7l 833 (a1) 4,26 7.62 {0.3%)
Caldy's (128) (28) (418} (3.92) (.63} (9.38)
Aaerican (317 223 {372) (10.08) 3.27 (5.34)
fiscoatinued Operaticns. 2,077 557 4,430 60.22 16.30 37.10
Tacal E 45,984 5 49,440 s . 39,013 A.58 A 3,20 2 7T.03 =
5 45,38 2 e =—— _8.38 8 o ==

period ¥ay Dmca

B L e St

Sales ’ $5,505,955 $9,617,320 $5,3058.731
Tffaccive Tax Raca 47.0% 42.0% 41,52
—e———— s —————— .

vear Pnd Tay Data : ' ‘
As3acs : 51,389,467 51,403,439 31,427,783
gapigalizacion 2acia:

Apount ) X .56 057 157

Targ=t 57 57 57
Commentary

St incoma for tha fuil year is axpacsed %o he 346 million, ag lacrease af $3.1 =millicn ovar tha Tipst
Quartar Emvision. e prineipal reasen for the Lncreass {n projected locome s eaxpectacious af
improved gasulzs at T.0.51. ¥at lngome 13 expacsed %o ba below the ¢riginal Plam howaver due L2
reducad income at Yoos.

*.0.57. prajects an jze-sase ip lgcoms af $4.3 million ovel rhe TFizst Quartar ssvision wizh §l.3
aillion of GLha iggreane segurzing in the sacood half. Taproved gecoud hali marshandlsing and
advertiaizng programs iIs expeczad I gensracs '339.5 alllion mer2 in salas and $16.2 aillion mer= ia
inicial merzin, prizarily in rha fourth quUATrTEr. Mavrkdowayg are expeczed to lnaiwasa wy §9.3 aillion
witle tha projected LIF0 provisisw Laa baeg Teducad DY 43 alilica sompazad with £qa prisc vavisiea.
Recall oparcaging expesa=a ara ancigipated O tmereasa oy $4.7 willian hut siould Ye lowar ig rslazion
tn salas. ‘

Yons has projectad 2 secoad half sales raducrion of $34.7 aillien fr-m the Firss fuarter Revisiosm, hut
10 sigmificant change {n izcowae. Reducad expenses will compensata for losz gress profis ageribucable
to tha lower salas. Zam Tranklin and Asasc-co=Coast will racord lower Llncoae than in the prier
reyision dus in parZ en ag inereased shars of nigher corporate expeasas 3s 2 smsulf of the pendizg sala
af tha Surniture companies. e furniture companies vers srojecsad +3 the Fipsc Cuargser Ravision =2
pravide §.2 ailliza in iacome {a thae fourtl quaztal whils atsarbiag $§.5 aillian of corparaiz axpensed .,

Tncome frvm the Furmiliure oparazicas 1a projectad 22 jecline from Firac (uarcar aawisicn and Original
Plag lavels. The Sgeand QuarteY Ravialon asdumes thet Che Furmdizurs gperatian would be sold efiective
Saptamper 10, 1984 and tharafore does zol inalyde any fouril quarzar esxrzings ¢-¢m chess companies. Yo
gain or lows ano she disposition had been locluded iz the Second Quarter Ravision dus To the preliainary

| cONFENTIAL
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MERCHANDISING
FULL YEAR FORECAST - QUA.RTERLY DATA Page 15
(thousands of dollars)
1984 Second Quartar Ravision
Actual forecast
First Second Third Fourth Full 1983
Quazrter Quarser Quartar Quarter Yaar Actual

yet [acome
o § 2,481 § 31,734 § 3,543 s 7,643 5 17,432 3 26,168

jons
1547 (3,203) 4,701 (4,152) 20,287 19,5631 2,818
1en Franklin (389 (157 989 643 1,091 a3
(aasc—to~Coast 1,089 1,393 1,563 1,247 5,277 §,745
fyrmiture’
fuf fman—%aos 953 (467) 283 - 749 258
3arksr 3ros. 141 (503 733 - 3t (4l)
Calby's (41) (342) 255 - - (128) {418)
imerican (102} 31 {446) - {317) (372)
Mscontinued Cperaticas 286 139 (33) 1,438 2,077 4,430
Tocal s 1,1/3 § 10,379 3 2,720 § 31,312 3 45,984 § 139,633
1984 Qriginal Plan s 1,949 § 10,2648 § 4,188 3 33,061  § 49,446
1383 Acsual $ 1,495 § 9,835 S 196 $ 28,107 3 39,633
Quarter Ead Rey Data _
Cipitalization Ratio .62 .61 .58 T W54 546 .57

Cammentary
is expectad to be §.8 million less than in the First Quarter

Third quartsr nDel income
favision. T.C.4Y. accounts for 5.5 milliom of this decline primarily due =0 higher

parkdowas and a $1l.8 millica provisicn for 1985 score clasings.

Fouz=h GQuartar znet income will be 31 miliion greatar Gthan Cche Firstc Quartar 2
w.0.4Y. ia expected ilocTease its imcome by $1.9 milliem but this gain will be ¢

lower igcsme at Ses Fraoklia and Cgast-co—Caast.

Yo fourth quarter income is proje
thar these companies will be sold afis

ecad for the Furniturs operations due to Che assumption
ctive Saptember 30, 1984. o
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CAPITAL EXPENDITURES

(thousands of doilars)

L

Yons

T.G.47,

gen Franklin

Coasc-to=Caast

Furniture.
Huffman-Koos
Barkar Bruos.
Colby's
American

Refrigeration

Corporals

Tatal

Commentary

Capital expendituras
840.2 million lss21 T
Quarter Ravision.

Original Plam ine
million for new 3
of $18.2 millio
million for reg

JUNE 1984
Page 16
1984
Second
Quarter Qriginal 1983
Revisiaon Plan Actual
47,786 63,543 5 48,449
33,555 51,863 47,280
9,047 9,175 3,13%L
4,073 4,410 1,494
509 1,387 2,920
26 5350 545
- 1,402 234
341 843 233
- R - 169
1,006 953 112
3 98,343 3 136,470 5 104,547

2 millien

for the Second Quar
han Original Plan and
decrease in
odes reductioms of 3
taores and 3
udes rveductl
lacement store fix

519 millionm
spending of 317.7 mill
10.1 million for st
for MIS projects.
ong of 58.8 milliom for star
sures and $7.3 @

¢ )
D

=

are remads
T.0.4Y.'s deczease
e remodels, $9
illien for MIS projests.
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s e NET INCOMED June net jncome vas 322 sbave original Plaa wnd 48T shead of 1383. £xcluding che

eEpanisas, whigh wer® aczrued 18 warch but pprisd in the Plan &n & manchly Dasis, rraules Erom
ovar Plan. Higher calts at Schwiczer ¥.A., Seccaman aad Fragport and taverable manufacturing verianc
divisionsy wer® partially affsac 4t Selkirk Mecalbestas N.A- py low sales volume and related unflavars

H

variances.
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Juge net lacome

MANUFAGTURING
NET INCOME

JUNE 19484
Page L3

{thousands of dollars)

Ner Income

Monch fear Lo Dace
1934 Originai 1983 1984 Original 1543
Agtual Plan Actual Actual Plan Actual
Power Componenty 3 763§ (a0) § (740} % 2,541 3§ (484) § (4,154)
Suilding Producty 1,604 1,840 1,733 5,148 §,991 5,267
Taols 7 39 319 122 993 924 {1,080}
Consumer Product3 1,515 1,233 1,437 1,712 4,953 4,711
Specialcy Products 2,312 1,308 1,823 10,347 8,912 4,391
fliminacions/Discon=
tinued Qperations - - 39 - - 240
Tacal 5§ 4,313 $ 4,360 5 4,4l8 § 20,939 5 20,298 5 11,373
# ]
Commenta

“

¥et Inecome and Return on Eauity

June oet incume was 127 above Original
¢ariancas and t2e absence of Thermas T
Exeluding
ware 1527 above Plan.
sales and groas profic

Sehwitzar ¥.A.'s
primarily
faverable varianca3 in volume, maceri
ligniii:xncly'hish-r income. Scotsman’
manufzcturing variances agd coocinued 4

cart scyle gas grill has rusulzed in significancly righer

ineome than piannad ifgr Treeport. Ihe
partially eff set
spendiaog varianes=s. Thermes U.5%

sales resulcing from low sehool

from June vesulta pagecher vith favorable
rha favorable lpcome rasulis.

variinces produced
sand the rTeluctancs of dealers C2 comai
wood 3scoves has had 3 negacive affaez on

growing U.S. econamy aged

sroduction lavels vers prizary contributors 9 ehs net income impravemenc.
inereases vere reportad By Schwiczer H.Aa, £ljer and Freepart.

zhan L
the

reporzad :lightly lass incoms
relocacioa  c3sL3 ralacad %9
Mecalbestos d.A.
Fxcluding the eflest af tae rslocation
pet income was 102 sbove Plan.

rhe abnormal expenia impact from the Original Plam,

due &0
discribuzors as well a3 ©2 boch Cafsxpillar and Yack.

by higher salling qosts
reported above Plan income despice lower than Plan
lunch |

ingeeassd 431 over the pricr yedaT.
2iverabls manufacturing veluze

cransfar of

Schwitczer

CONFIDENTIAL

Blan primarily due 0 favarable manufadsuring
slocacion expense previously accrued in Mazch.
rasulzs from operaticnms
Servige Cantar regurded a record mench in betlh
cebuilt turbe and turba part sales to
Thase higher sales cambinad with
al priceas and sarisble spending vesuited in
s cvmsults were faverably affectad by favarable
emand for ice aschines. The popularity of the
sales and conseguencly hnigher
favorabla impact of inersased salas voiumes Jas
and unfaveorable material, laper and fixad

wit demand. The absencsz af rmloscacion expense
macerial price, fixed spending and  volume
A deelining Canadian housing merkat
¢ aarly to orders of woed heacing chimeys and
galxizk H.A.'s earnings.

Tacreasad salas velumes dus 9 a2
variancss resulcing Irom higher
Significanc
Caly Building ?roducts
983 due =tz gnfaverabla volume variancss and
sanufacsuriag operztions  ac Selkirk

aecrusl at Thermas U.5., year=to-dac2

¥.A.'s earnings aade up 3 significang pertien

expansd

of the igcreas2 as & ragule of high salas volume due o rme conéinued screngtd in tzuck

production amd rapaiz parea.

Ring—Sesley also reported income impravement over ?lan
availapilicy problems in botk the outdser living products
manufacturing
and izgreased
the new GCoffse Butler carsfe negacively impacted results ac

the U.S5.
and school
seasonal producticn

ezonomy. Product
luneh xit lines,
scart=up problems
N.A.'s sarnings bave bess adversely
unfavorable voclune variancs,
Greansbaro plant.

Yaar—ta—date oel jacome
and favorable oacezial
N.A. and Scotsman
Camponents, Tools,

and abnormal

was 761 ahead of 1983, primarily due to 2
and velune variances.

wers the major contributors
and Specialzy Products gTouUps respectively,

Zljer, Simonds Cucting Tools ¥.A., Sq¢ztsman, Freeport and

due =o strengchening demand in

variancas relating ©2 abnormally high

advertising expense associaced with

Tharmos U.3. Selkirk
affectad by weak cipadian salas andé reslacad

gxpensss ralaced ©o the shucdown of =the

17% inere=asa in sales
Schwitzer N.d., Simonds Cutting Tools
to tha improved performance in Power

HOTJ
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JUNE 1984
NET INCCOME (Appendix)}

(thousands of dollars)

4

Pouer Cnmponen:s}
Schwitzer | PP
schwigzer Eurdpe
Lacom-Schwi::er
Gaar Producis

Tatal

suilding Productii
£l jar
J.5. Brass
galkizk Mestalbestos
Hode

oy

Selkirk Buzope
Grada '
Total

Tools?
§imonds cutting
Toals Nade
Thorsen Toal
arzrax/Meweard
GG flectronics
Tazal

fansumer Producets
Thermos3
Tharmos Lzd.
cznadian Thermas
Marallized
Albien

Total

Specislty Produsts?
Seotaman
Frimant
Almeo
Freepart
ging-Seeley
Taotal

# MANUZACTURING

Ner lncome

Month Year CQ Date
1384 Originak 1983 1984 Qriginal 1983
Actual Plan Accual Actual Plan Actual
$ g43 3 (98) § (328) 3 2,235 % (8s54) 3 (2,952}
103 3l 159 351 503 838
35 13 (34) 49 23 (263)
(200 (36) (339) (294) {158) (1,533)
S 783 3 (48) 3 (748) 9 2,341 § (a84) 3§ {a,L34)
$ a7? 326§ 192 § 1,399 s 1,332 3 339
543 585 553 2,378 2,864 2,5l5
130 343 192 (8al) 467 382
200 187 239 753 §22 848
160 189 12 563 539 292
34 37 25 (146) 87 372
3 1,004 3 1,640 3§ 1,735 % 5,458 3 5,99L 3 5,287
$ 159 5 39 3 207§ 479 309 § (333)
335 (12} {98) (68) (233) (&28)
37 49 (63) 98 219 (31%)
108 o143 13 493 829 . 398
5 §3__owe 3 2 —53 § 926 § (1080
383 $ 482 321 3 (1,172) % 2,313 5 2,192
249 238 138 ©L,1iL 1,051 1,073
153 197 - 132 439 489 458
(18) N (11 84 117 8
242 213 209 1,230 1,003 242
g 1,313 s 1,233 5 1,437 s 1,712 3 4,333 s 4,7t
s 1,239 $ 1,029 s 1,085 § 3,225 5 4,219 s 3,18l
214 . 207 188 879 838 742
43 7 (10) (38) 21 {30)
403 438 331 3,533 3,08% 2,238
209 107 233 1,070 733 782
5 2,312 s 1,308 s 1,825 § 10,347 5 8,912 5 a,.59L

HOOO&44
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NAHUFACTURI}IG JUNE 1984
OPERATING DATA Page 1§
q (thousands of dallars)
Manth Year to Date
1934 Original 1383 1384 Original 1983
Actual Plan Actual . Actual ?lan Actual
iriod Kay Data
nds-
tover Component3 s 14,303 3 13,297 3 19,994 s 17,813 § 68,745 3 59,483
wilding Produsts 31,283 32,814 28,377 151,386 156,764 139,408
rals 13,530 13,734 11,338 47,538 67,5353 80,078
{amsumer Products 16,78é 17,527 14,809 71,240 ' 73,942 65,971
igac:.al:? Products 21,136 17,879 17,214 111,143 97,180 " f9,348
tacak 3 37,0138 3 95,181 3 32,732 3§ 479,022 5 444,138 5 409,388
uigs Crowtd Racas! .
jouer Comtpaumencs 30.1 2 20.1 % (29.432 30.5 = 15.6 2 (32.8)%
uilding Praduct3 10.2 15.6 25.83 8.6 12.5 21.4
' Tools 19.3 21.1 8.5 12.6 12.4 (7.5)
} (gasumer Products 13.2 18.5 17.2 9.3 13.8 (7.3)
i jpecialiy Producta. 22.9 3.9 12,7 30.2 13.9 3.3
} .
| coming Orders ' s 93,937 ¥/a 5§ 83,364 $ 507,636 M/A § 438,708
j lariable. Contribution . 41,92 41.2% 40.9% © 40.832 40.6% 43.5%
| sas3 Margio 28.52 - 25.9% 268.52 25.12 25.5% - 26.1%
%hr.urn on Sales ‘ 6.71 5.22 5.32 e 4.z 2.9%°

) " veneq End Rav Da:a
| Tayezcory (donth's

, Supply) 4,34 4,21 4,68
: esivables (Monzh's
. Sales) 2.09 2.09 2.14
¢ geder 3acklog 3 115,090 M/A $ 96,323
| abtt
Amount 3 95,509 3 187,393 3 lﬁa,l’&i'
i Parceant Yarisble Raks T, 1A 268,43 37.0=
| pepe-zo~Zgquity Ratis «21 W24 .24
: ; furrunt 2atio . 2.59 2.7% 2.52
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MANUFACTURING JUNE 19384
PULL YEAR FORECAST page 20
(tRousands of dollars) ’

-
€
e ————— g —

‘ Full Year Net Income Recurn on Eauity
Secaond 1384 Second 1984
Quartar Original 1383 Quarter Original 1983
Ravyision Plan setual Revision Plan Actual

et Income and Racurm

sa_ Equicy -

Power Lampocants $ 4,509 3§ sl0 $  (3,290) 4,60 = 0.561 2 (3.5832

Suilding Produscs 16,109 17,4894 15,654 10.05 11.16 10.71
Tools 2,398 2,567 (997) 2.9% 3.06 (1.32)

i Consumar Products 3,222 3,963 7,894 5.91° 8,96 12.50

' Specialty Products 14,372 13,174 12,398 23.38 21.85 19.57

'I Liminaticans/Hacoo—

; rinuad Cpegacious - - las - - -
Incowe frow Opergaciocus 1,210 18,210 32,064 4.36 S.28 744l
ascTuccuring Coscs ) (38,2100 (3,210) {10,000) - - -
Tocal $ 33,000 3 3g,000 § 22,047 7.J4 2 h.00 % 5.97 3

pariod Yay Daca ,
faczive Tax Zaca 51.4% 49.3% §2.7%

I::::?d a7 e $ 7o.3,7337' s 691,566 § 671,260 ' CONF;DEN-E—\{ .f"‘.

Debc-co=Iquicy Racios r-\i__

Amouns ull .20 022
Targut .50 .50 .50
Commantasy R

Full=yeur saizs for che Secoand uaziar ftavision of 5936 ailliom at= suhscantially idencical
ts the Pirat Quartsr Zevisisna saz §$17 wsillion shesd of che Criginal ¥Plan. Stgnifizant
raductisas in seles projecsions gecurred wichin the Building Praduccas group overall as second
quarcar periormanca fpil ‘ahort of projectioas, particularly within Selkirk 4.A.'s Canadlan
aarcacs. Gacant lscrazsas ip incar=ec TacRs combined with astizipatasd declinas in housing
- starts also have Tesuicsd in 1ssw oprimistic projectiond for the balanca of the year it haeh
! T.S. Zrass and Eljlar. Adversaly impacting foreigu subeidiary periormance has beea the
eogcinued strangthening of the U.3. dollag. The Sacond CQuarter Imvisioo srojsction for the
J.% oparagiscs is besed an & U.35. exchange vace od tha Britizh pound sterling of l.5Q0 versus
1.5% and 1.50 fa the griginal Flan wnd Firss Caszzar Zevisloa, raspeccively, This dow
appeazs to be aptiaiatic. Within Consumer Producta, Theraos U.S. has also substancially
raducsd 1Z3 tocal Ye=ar sales forscast dus 2 pear smcoad quartar sdlas resuliing from tha
availapilisy probless wish ourdoor living produczs  aad ssduc=d orders Iar scheol lunch
tics. Offgacting thesa daecllines ara sugscancial sales volume licrzases (z the Soacialty
products group. CurT=at TIong demand for Scotmaan 1o gachizes L3 prajeczad 33 camntinua as
will esnsumer demand for Se=ueta’s earts suyle gas geill. Teasnort also is proiecsiog
{ncrassad Halsey Taylor vacar ecmolar demand dus I3 sfIong year—ts—iate salas and sacly 1383
samson sales of StTuata g=4lls this fall. 12 other groups, Schwitzer Y.A.'s projeczios of
soutinued stroug demand 20T 420 dzives as well as haavy duty fzuck fana has emgulrzad in an
inagroved focacist far tha 7year. Albica alsa iz projectiing 2 aangizuation of SETO.y
induserial castar sales iod a4 substagsially improved salss farecaat for the 7ear.

o e 1 A e

R R

Pull year ast incowe ia che Second Quarcer mvisioan i3 projeczad at 333 21 {1ioa, slighely
sbave the Lzt Quarter svision and 10X above the Origizal lan. Overall, oef incoime
projections Age flueczuating consistset Wizl the projected salas changes with Buildiag
Products and Therzos T.3. axpectizg signiiiczact daclinas and Schwitzar H.A., Albion, ScocCsman
. snd Treepors expeciizg improved rasulia. 1n addition, several divisicns ac= formcascing a
= banedfil frma moT® favorabla volume varianczse due =3 inereases iz yaar—ead lavenkory lavels,
Most sacadly, Schwizzar H.A. {3 pianmiag So wyild ioventory T cover custoner requlrzmects
duriag thm rrapsitionsl phases of agving Indisnapolis asnufacturing operacions  t2
; Ashertlla, Partially affsacting the iapacc of sales declines, Ther=os T.5. also is scarsing
K 1945 season produciisa oo perigaal c¢oolara aqaUer ¢o facilitats that product’'s zove from
Yorwich ta 2acasville in sha following spring. TFreeport alsg will degin fts fall produczion
schadules for tha 1985 gas grill s=eascu egrlisr to mmec 153 Oav prococional effores with
sajor customars lika MagLzomery Warda, Bousanold Manufzeturing, inm socal, also is bensiizing
from a subszactially iaproved cash posizics resulting from izproved casn flows and theredy
geuarating s significace ilacrsssae in projectisd ilncarest incoue.

[P

s

L a gy e

"

o

=3 Obwicus potantial rizks to the currept reviaion would be the adverse Llopact of any furthas

- substancial inersases in loteresc rates and/or drasatic reductions in housing scarti. In

-J - addirion, c¢ousiauing strangthening of the 7.5. dellar sbroad, which recsnctly has produced a

Fe Britiakh pound to Ted. dollar exchange race of 1,30, would substantially reduce forsign

PR subsidiary resulcs.
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'q:Incame and Recurh
i «.Eauitz

T Camgcnent::

' genwitzeT N.A.

jenwitzer gyzape
Lacum-Schﬂi tzer
Gaar opaducets

Tatal

uilding praducts?

flier
4.5, Brass
jelkir® Haralbestcs
H.A.
Oy
salkirk Europe

Grada
Tacal

Taals:
simonds cuttiag
Tagls H.A.
Thorsen Tocl
stwax/Hewcar?
ce £laccronics
Tseak
Cansumer Prgducts’
Thermad
Thermos Led.:
canadian Therzos
Marallized
Albion
Tatal

Jpecialty products?
§cotaman
Frimont
Almeo
Framport
King-Seeley
Total

(thousand

MANUFACTURING
FULL YEAR FORECAST

s aof dollars)

Full Year Netr income

JUNE 198&
{Appendix)

Recurn &on Equity

Second 1384 Second 1984
Quarter Qriginal 1983 GQuarter Qriginal 1983
gevision Plan Actual Revision Flan Actual
CU ot RN
PRI I
{ !uﬂ_.\:
s 3,225 § (726) § (1,895) .26 % (1.210% (3.0L0%
i,110 1,060 ,167 33.11 27.56 42,81
117 a3 (454) 2.35 1.83 (11.33)
157 191 (2,308} .52 2.83 (g.00)
$ 4,609 3 610 3 (3,290) 4.80 % 0.6__5 (31,3834
$ 3,125 % 3,174 8§ 2,768 .30 = §.67 = 6.66 =
- 5,980 8,273 §,843 10.584 11.85 11.39
3,448 4,453 3,395 3.54 11.45 g.54
1,313 1,262 1,656 21.87 22.50 32.88
2,058 2,069 1,252 18.33 19.08 13.13
185 638 741 3.85 13.17 15.21
3. 18,109 $ 17,394 S 15,634 10.05 % 11.i8 X 18.7L 2
] 912§ 803 $§ (55} 1.83 % 1.53 % (0.1233
26 {a8) (1,312) 0.13 (Q.32) (9.72)
322 439 (399} 3.70 4.92 {7.03)
1,138 1,373 969 146,17 17.36 14.60
7,398 32387 3 (397) 7.35 = 7.06 % (L.52)%
3 (1,898) $ {778) % 2,373 (5.59}% (2.25)% 7.32 =
2,003 1,905 ,194 290.98 19.97 21.13
aG9 548 4264 15.%3 11.47 12.22
57 75 (5} 3.50 4.20 (0.21)
2,451 2,114 2,208 19.48 32.70 25.93
$ 3,222 3 3,965 3 7,8%4 3.9L a .26 % 12.50 2
8,731 3 7,363 § 6,734 31,11 % 29.95 = 27.85 =
1,498 1,657 1,530 23.47 25.17 24.93
113 98 178 5. 44 3.73 4,28
2,713 2,293 2,033 12.09 10.87 9.50
1,783 1,283 1,863 39.580 29.37 25.72
3 14,372 s 13,174 s 12,338 23.38 = 2:.85 X 19.57 =

)
)
)
o
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HAHUFACTURIHG JUNE 19384
F_IE-L YEAR FORECAST - QUA.RTERL'{ DATA Page 21
{chousands of doLLars) '

1984 Second Quartev Ravision

—_— Actual Forecast
First Second Third Fourth Full 1983
Quarter Quarsar Quartar Quarter Yaar Actual
et Income
fower Gamponents $ s70 § 1,971 § 1,006 5 1,066 3 4,609 3 (3,290)
fuilding Products z,071 3,079 5,547 5,396 15,109 15,5834
Tools 368- 823 630 775 2,398 (397)
Consumer Product3 {973) 2,487 1,179 ‘ 331 3,222 7,394
gpecialty Products 4,768 5,779 3,056 1,269 14,872 12,398
Elimina:ians/uiscnn:inued .

Qperacions - - - ‘- : - 338
lnesme from Ogera:ions 6,302 14,137 11,438 8,835 41,210 32,047
gestructuring Co3ts - - - (8,210) (8,210 (10,300}
Total s 6,302 $ 14,137 3 11,4386 3 823 s 33,000 s 22,047
1984 Original ?lan - -~ $ 8,241 s 12,057 s 9,091 3§ &ll 5 30,000
1983 Actual s 3,331 s 3,526 3 8,237 § 1,935 § 22,047
Quartar End Key Daca )

_Debc—tn-Equi:y Racie ‘ .22 .21 .22 .21 21 .22

Cqommentary

Second Quartar Bavision sales compared with the prior revigiofts show improvement in the
ehird quarter largely due tO the improved prcje::iona of Scotsman and Freeport. Although
faurth quarter salas projestions wvere raducad substancially in Suilding Products, they
remain relacively Lavel with the First Quarter fevision cu an averall basis. Fourth quarter
salas are belo¥ Qriginal Plan lavels primarily at Selkirk H.A. 23 4 rasult of slower market
growes iz ahirmeys and gas haalers.

Projected net income in Gthe ehird gquartz? comparad #itd the prior ravision is up
significantly due to the sales volume increases and favorable velume gariance impact of
eariier inventory build schedules. Fourth ,quartes nel igcome declined on 2 eomparacive
hasis largely due to & slight dscline in pro jectzd vazisble contribucion Tares vesulting
fram lLeas favorable product mizxas at several divisions.

CONFIDENTIAL

-
o)
O
)
-
_,!‘u
o)




N

yec lncome

javer Gomponentst
seawitzer N.a.
schwitzar Euzvpe
Licom~Schwiszar
Cear Products

Tacal

juilding Productss
£l jer
7.S. Brass

Salkirie Europe
Grada
Tatal

Toalsa:
3imonds Cucting
Tools ¥N.A.
Tharsen Tool
Atrax/Newcarh
e ElactTonics
Tocal

Consumer Frodustid
Ther=zos
Tmarmos Ltd.
camadian Tharmos
Magallized
Alsiocn
Total

Specialty Jroductsd

Sgoesman
Fripont
Almeo
Freeport
King—Seelsy
Tozal

Salkizrk Metalbestos H.A.

MANUFACTURING . JUNE 1984
FULL YEAR FOQRECAST = QUARTERLY DATA (Appendix )
{chousands of dallars)
1984 Secaond Quarter fRevision
Actual ' Forecast
First Second Third Fourch Full 1983
Quarter Quartar Quarter Quarter Year Acetual
5 824 g 1,611 3 564 5 426 $ 3,225 § (1,895)
273 278 204 353 1,110 1,147
(27) 78 i3 30 117 (454}
{300) - 198 253 157 (2,308)5

S 370 5. 1,371 3 1,006 5 L,088 3 Z,509 5 (3,290)
5 806 3 393 $ 1,033 $ 491 $ 3,123 5 2,788
1,500 1,376 1,328 1,178 5,980 5,843
{830) 9 1,702 2,348 3,448 3,394

329 524 401 1561 1,315 1,838

274 291 513 930 2,058 1,252
{108) (38) 91 248 185 741

5 2,071 s 1,075 s 3,347 5 3,394 § ls,109 3 13,834
S 184 ] 306 s . 177 $ 265 ] 912 (53}
(11) 3 8l 33 26 (1,312
(2} 100 - 97 127 22 (539)

277 218 295 3130 1,138 963
] 368 s - 813 5 830 $ 773 s 2,398 $ {997)
3 (2,359) 3 1,137 3 (18} 3 {710) . § (1,298) 3 2,873
343 563 481 411 2,003 2,194

204 253 197 43 609 824
43 as px.] {(53) 37 {3)

588 642 531 &40 2,431 2,208
3 (375) 5 2,687 s 1,179 s 331 s 3,222 3 7,394
$ 2,326 $ 2,399 3§ 2,487 $ 1,089 5 8,731 $ 5,734
333 - 487 309 313 1,498 1,5%0
{113) 57 95 74 113 178
1,514 1,324 {206) - {31 2,713 2,332
558 312 sl 304 1,785 1,863

4 4,783 5 35,779 s 3,056 s 1,269 § 14,372 $ 12,398
-~~~ 4 -

HCO0&4&+
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MANUFACTURING JUNE 1984
CAPITAL EYPENDITURES Page 22
(thousands of dollars)

1984

Second

Quarter Original 1983
Major Projects Ravision Plan Actual
Power Components 3 8,084 $ 3,130 5 4,951
Building Products 22,368 22,982 11,730
Tools ' : 5,170 7,231 2,36l
Consumer Products 6,317 6,431 7,022
Specially Products 2,969 2,571 2,562
Corporats 150 150 97
Ad justment ' (5,758) (8,995) -
Total $ 39,500 3 39,500 L4 28,723

ﬁm#

Commentary

Second Quartar Havision projected capital expenditures of $33.3 million
assumes the same overall laval of spending as im the Original Plan and
First Quarter Revision. Changes im projected spending lavels within cha
individual groups are the resul: of less opeimiscic timetables for approval
and specding om varicus projects. The corperate adjustment rapresants
management’'s estimace of cartain additional division expenditures which

will not be ipcurred in 1384 as currently scheduled.
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TRANSPORTATION JUME 198
FINANGIAL HIGHLIBHTS Page 23
m MITUIM.
A—
[ Arveresrs -
- Eilliew of wilsre) : -7 Ve ..::‘:,_
TR i
- -1
ab
» = AR P Y t 0 ok s =p > o9 =N =t -
MITUM, a7.3 4.3 . 5.3 .3 .3 T N g .2 .a .3 )
FLAN a3 -3 E_ -] - 54,3 ™=.3 5.1 0.2 -.3 .3 .2 &.3
YEMA A3 . 2.3 -5 . 3 4.3 8.2 .3 5.3 a7 5.3 .4 8.3
“ 4
4 —
] Pag, [
.f- TR A
FyY i ——
2
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[ 13
p
44
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Aot
]
TEIR MDD
4.3 ACTUAL,
EA—
1 Snioe Dwire =
Sagital Pawe A
420 —————
TUA D
.3 TaRaET
.34
L‘ L] L] > L H L 4 1 L L L ' L
- o AN A my b= ] o1t i = &7 L4 ==
ACTUAL, 3.3 3.4 1.4 1.3 B 2 L] 3 3 - .
N 3.2 3 3.3 3.3 1.3 1.4 3.3 1.3 1.3. 2.2 1.3 3.4
TEM W0 1.4 - 1.5 2.3 A, ot 1.5 .2 b ¥} 3.4 3.2 3.2
TARREY 4.3 . 4.4 4.4 da - 4.8 4.2 L] 4. 4.2
REVENUES: Ravenuas far the sench of Jun4 vere bezar than bech Original Plan and last year dus (2 continued
gTowth in veluss, particularly iz Car Rancal.
VET INCOME: Juns iacome was over Criginal Plan and lase year dus t2 higher volume and vehicls sale prafits,
partially affrec by compressed sargins. Additionaily, the tax race was significantly lower than Orizinal Plan and
last year.

SENIOR DEST TO CAPITAL PUNDS RATIO:
ownad vehicles in the fleet,
liabilitima,

The senior dabt to capifal funds racis is over Original Plan due t5 mare
partislly offset by Bignar year—to—dace set income and higher paysbles snd accrued
The target riacio has been changed wich dpproval of major rating agencies from 3.7 o 4,90 in

recognition of the icermased proportion of higher leveraged car and Lruek leaging versus r=ncal business.

Fl
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TRANSPORTATION = RENTAL AND LEASING JUNE 1984

NET INCOME Page 24
‘ (chousands of dollars)
Net Income
Monch Yaar to Date
1984 Original 1983 1384 Original 1983 -
Actual Plan Actual Actual Plan Actual

s 3,028 § 2,738 § 1,837 § 11,889 3 9,626 % 4,854

tar Rencal
cir Laasing 665 487 524 2,983 2,391 3,019
“ruck 757 a3 293 2,768 1,775 1,391
jud Cat . (11) 30 (n 15 (43) (2617
Unai.locs\‘:ed Intza~ ,

pgri.cd-‘razes 958 $33 1,393 396 (1,254) (1,299)
tocal s 35,397 s 4,249 § 4,250 5 18,031 5 12,993 5 7,326
Comnenta

Net income for the @ontd of June of 5$5.4 @illion was §1.1 million aver che Original

Plam aod $1.2_nilli.an pecter than last yesr. These incrazases are due to higher
volume and yenicla sale profits, partially cffset Y compressed margins. 1z
swddition, the tax provision was favorable TO che Original Plan oy $.9 millicm as
expectations of Bhigher investment Ctax eredics for 1984 cesulted in 2 lower affaccive

k; : rax rats than anticipated iz the PLan.
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- TRANSPORTATION - RENTAL AND LEASING JUNE 1984
,‘ QPERATING DATA Page 25
{(zhousands of dollars unleass atherwise indicated)

Month Year toc Date
1984 Original 1983 1984 QOriginal 1983
- Actual Plan Actual Actual " Plan Actual
zeriod Key Data
Tacarest Aacas: :
Shore=Term Debt 11.13% 10.21% 10.222 10.802 9.392 10.29%

! Csmposita 11.51 11.20 11.38 - 11.39 11.27 11.57

E car Rencal:

: Ravenuss - § 42,5892 3% 40,074 3% 33,813 $ 229,847 % 216,938 § 132,432
flesc Size . 73,185 81,000 55,268 87,374 57,547 . 52,009
geilization 712 72z T4% 7% 71% 712
Jeed Car Profits s 3,749 3 3,083 3 2,478 § 20,058 3 15,675 § 11,402
Average Profit

per Car Sold 5 927 678 $ 634 $ 356 3§ 640 .8 389
Transactions 193,627 353,141 115,871 2,188,739 1,932,781 51,728,514
gavenus per Car § 538 $§ g4l § 418 3 S7T 3 6l2 3 580

- airpore Penetracion
(hased on April
data) ‘ 20.5% 19.52 18.9% 20.2% . 19,3% 18.4%
; Car Laasing: :
(fﬂ" Revenues 5 _8,391 3 8,139 § 6,363 3 47,287 $§ 47,578 § af,al2
Fleet Siza: '
dperating 264,705 26,325 21,336 23,802 23,354 20,774
. Finance 20,773 20,079 18,184 19,970 19,486 17,362
Jsed Venicle Profits 3 125 % 36 S 93 § 748 $§ 435 3 892
Truck: -
Iayenues $ §,261 3§ 1,849 3 5,956 3 46,658 3 45,527 % 35,384
taase and Quher

FLeec Size 5,033 4,382 4,728 4,89% 4,367 4,101
Rencal Flaec Size 1,279 1,093 877 1,138 1,043 732
2ancal Utilizacien 89.92 §7.0% 26.53 33.8%2 82.4% 30.1%
Maintenance and Tire

Expense pes iilz :

(cents) §.09 7.53 7.04 §5.38 7 .54 ] 8.53
Uzed Vehicle Profits § 459 $ 133 § 119 § 1,333 8 . 831 3 387

santh End Xey Data
Senior Dedc t2 Capical
Funds 3.64 3.38 3.44
Debt:
Amount $ 692,309 3 540,115 § 576,538 il Y 1-11
Percenc Variable CDNF[H‘-;‘ : i .-'}
Rate 51.7% 52.6% $8.4% ~= R
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Tic fancal

ar Lassing

Truck

wd Cat

toeal (excludizg gaodwill)
meal (Lacluding goodwill)

ctim s

terdod Tay Data
Tifzesive [ax Amce
Myed Glarge Caverage

tear Tnd Fay Duca

lasals

senigr Dedc o Capital Tunds:
Amount
TAargst

CommanCAZY

Projected
lavisicn.
siight {zeressa
in Truck comes

ia velume.

TRANSPORTATION - RENTAL AND 1EASING
PULL YEAR FORECAST
{thousands of dallars)

JUNE 1984
Page 15

from coacinued Rligh reac

Pull Tear Net Income Recurn an Tquity
Sacond 1984 Sacond 1984
Quarcar Original 1983 uarter  Original - 1983
Ravision Plan Actual Revision Plan Accual
$ 22,779 8 22,472 5 20,307 23.99 % 25,26 % 25,54 ¢
5,366 5,724 6,287 27.15 25.59 310,54
5,464 4,074 1,679 25.72 1%.24 19.0%
93 i {4573 5.368 3.52 (47.8%)
5 4,200 H 32,300 3 29,596 24.58 3 26.27 2 24,32 5
—————— ] —————— —.—————_——'——'——_#
$ - 36,200 3 32,300 3 29,336 13.75 % L3.35 % 12.33 %
1 —————— ———— _##——#2
13.22 18,32 17,32
1.51 1.4 l.56
——— e
$1,319,240 51,237,123 $1,096,554
1,58 .39 3.21
4,00 3.73 3.7%

|

ipcome for the full year of $34.2
Car Pactal decrmased slightly dus £
Car Laasiag increas
al demand and
an increasa i

wvision asgumes 4 scpneinued sSzong ecooouy,

palacs and a dacrmasa in the effact

-]

|

ive Cax IRCe as 4 rasult

|

willisa s up $.4 =il
higher intagrest Taites i
ed due to higher acsivity
the stroog used LTuck marikat.
short-tarz iotares
of nighar IIT

lica from the
doh partially are affsatc DY a
and higher ITG.
Tha Second Quartay
¢t wagea of 50 basls
relatad to fleec growth.
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TRANSPORTATION = RENTAL AND LEASING JUNE 1984
FULL YEAR FORECAST ~ QUARTERLY DATA Page 27

{thousands of dallars)

1984 Sacond Quarcer Revision

N Actual Forecast
First Second Third Fourcth - Full 1983
Quarcar Quarter Quarter Quarter Year Actual
Yot Income -
Car Remcal 77 4 4,069 35 7,820 3 9,435 1,455 § 22,779 3§ 10,307
car Laasing - — 1,370 1,613 1,399 1,482 5,364 6,267
truck ' 1,038 1,730 1,461 1,233 5,466 3,679
Mud Cact (3 13 1035 (27) 93 {&57
nallocated Istra— ‘ K '
period Laxss (1,263) 1,664 2,783 (3,151 - ) -
Total S 5,208 "5 12,845 § 15,143 984 5§ 34,200 3 29,596
A — Tt
original Plas s 2,131 § 10,82 § 13,036 $ 4,473 5 32,500
1983 Actual s (1,360 § 9,285 § 17,987 5§ 3,685 3§ 29,5968
Quarter End Xevy Data
Semior Depc to Capital :
Funds 3.41 3.84 3.5% 3.55 3.35 3.21

Commencary

The revision 4ssuzes Cie same seasonal trend

Intsrim variacions ia nec income result from

businasses.

s in ot income as experiencad in regant years
the smasonal naturs of the car rencal and Sruc
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TRANSPORTATION ~ RENTAL AND LEASING JUNE 1984
CAPITAL EXPENDITURES Page 28
(thousands of doliars)

1984
Second
Quarter Qriginal - 1983
Revision Plan  Actual
Car Rencal $ 13,372 5 13,895 $ 4,228
Car Laasing : 50 - 30 119
Truck 1,300 1,450 1,598
Mud Cat 39 39 28
Corporace ) 1,901 . 1,561 793
Total Capital Expenditures 17,482 17,133 8,764
Computer ~ Present valu= of
operating laase 3,230 3,280 3,290
Total . . ' 3 20,742 § 20,415 5§ 12,044
Commentary

Capital spending projections in the Second Quarter Revision have ingreased
slightly over cha Pirsc Quartar Revision and Original Plan projections of
520.4 million. The only significant change is the planned addicion af a
new Truck division faeilizy is St. Louis.

g j= -
CONFIDEMT
. H000433







Grp g

a2
h

g ud i
Rl A4
4 e &

i

,.
|

L e

ul

Ry BRI

I

by

ST

e

P P AL "r;,&'?. A TR b ks kTR o
L b "“35""&".:"!1'“.‘ aahlte JURU R fLHE A5 N :.' SV, LT L
J BV S S e e R i AR '-“'L"r‘"l",'-\""!i',"

g
qlﬂf';

"*-”5."""!’-;‘.l-§ n:,.

HOUSEHOLD INTERN ATIONAL, INC.
ANNUAL REVIEW

QF
EMPLOYEE BENEZFT PLANS

Caontent=

l. In*roduction

. Finaneial Review of Employee Banefil Plans
al. Annual Review of Pooled lnvestment Fund
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Introduetion

A T A R A
L4 .

Housahold International, I[nc. provides long-term retirement benefits to its 77,000
empioyees through a combinaticn of various defined-benefit and defined-contribution
ded to be an overview of these plans with particular emphasis on

plans. This report is inten
t+he financial considerations pertinent to poth the plan and the sponsaering company. The

scope of this regort inciudes only those pians designed to provide retirement or other long-
tarm benefits to smployees such as:

P AP TR SyPI

F
P

. Pension pians

. Profit-sharing plans

. wax evedit ESOPS -—

. Other post-retirement bentefit pians

s e

-

N et 7L b L i i it J
i

This report is divided into two main sections. The first section summarizes and comments
on key data pertaining to Household's various long-t2rm senefit plans. Within the penefit
plan ares, defined-nenefit pension pians represant the largest coneentration of Household's
assets and resources. For this reason, the majority of this saction is devotad to 2 review
of peasion plans. Although not 23 large 23 pension plans, dafinad-contribution plans also
regresent a significant annual cost 1o the Corperation. Additionally, these plans are
important to 2 fuil ynderstanding of the long-term empioyes wenefit package.

The second saction of this report deals with a review of the Househoid International
Pooled Investment Fund. The Pooled Investment Fund is the vehicle through which sub-
stantiaily all of Household's pension assats are imvested. The Fund is administared DY an
' |pvestment Commitiee somprisad of Housenold managament personnel. Assets of the
- Fund are investad by extarnal investment managers in a mix of equity, fixad income and
. resl estata investments. The investment performancs of the Fund naturally has 2 direct
. bearing on the Sliimate cost of meeting future ratirement obligations and, in turn, our
. eurrent pension funding requirements. This seeond section of the report will, therefore,
raview the 1383 investment periormance of the Fund and address prineipal recent

activities of the Investment Commitize.
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Household International, lnc.
Financial Review of Employee Benefit Plans

Pension Plans

Defined-benefit pension plans are the most widely-used vehicle for providing retirement
venefits. Although the number of plans declined during 1983 due to the consolidation of
sl saiaried plans at Household Manufacturing, Household continues to administer more
than 50 company sponsored defined-benefit pension plans. In addition, as many of aur
employees are wovered under collactive bargaining agreements, the Company contributas
to over 30 union administered muitiemployer pension. plans. A summary of employee
participation in these plans at December 31 follows:

. 1383 1382 1981
Company sponscred plans 34,600 31,300 33,500
Multiamployer plans 18,640 13,500 18,400
Non-participants . 25,3400 33,200 33,140
Total emplay=2es 77,000 84,000 30,000

The incrsase during 1983 in the number of company sponsored plan participants is the
result of changes in the T.G.& Y. pension pian which significantly expanded the participant
base. The T.G.xY. plan was amendad to no longer require contributions from employees
with less than five years of service and also to ease the aiigibility requirements for initial
entry into the plan. Multiemployer plan participation decreased during 1983. The number
of muitiemployer plan partieipants declined at Vens as a result of two factors. First, in
response to ineressed competitive pressure, Yons' has ravised its productivity standards
and labor scheduling techniques resulting in an overall decline in the number of
employess. Second, VYons experienced a net decline in the number of store locations
utilizing union employees as the majarity of stores opened during 1983 were in the Fresno,
California area where they have been able 0 aveid the usa of union employess.
Additionally, the yesr-to-year comparison was impacted by the sale of Wien Alr Alaska
which had considerable participation in these plans. ' ' Tt

Pension plans regresant a significant cencentration of Household's assets and resources and
a substantial annual expense to the Carporation. As of December 31, 1983, the marksat
value of assats dedicatad to company sponsored pension plans was in excess of $330
milllon. Consolidatad pension axpenses for the past ihree years as disclosed in our Annual
Regport tn Shareholders wers as follows (in millicns): :

1983* 1982 1981

Housahoid [nternational '

and Financial Services $(1.1) — 8 8.7 $ 8.0
Merchandising 32l 34.2 3%.4 —
Manufacturing 12.5 16.0 10.3 CDNFI C )
Transportation: ‘ LT

Rental and Leasing 1.3 1.3 1.3

Ajr Travel 1.3 — 3.0 4.0

Total ) $485.7 $561.4 $54.5

*{neludes Wian Air Alaska through June 30, 1583; this bus_ineés was soid July 1, 1383.
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‘1983 valuations).

enses (in millions) were associated with:

frese exp
1983 1982 1881
Company sponsored plans $22.1 s$33.0 §30.8
Muitiemployer pians 24.6 23.4 23.7
: ' $46.7 $61.4 $34.3

\\
\\

fecent efforts directad at reducing the overfunded condition of many of our pension plans

yas vesuited in a substantial decrease in 1983 pension expens2 for company sponsored

slanss Pension expense for 1381 was unusually low as it included only six months of

sxpense for wallace Murray Corporation acquired in June of that year.

Ca

congern has grown regarding inconsistencies among Household's cempany
- th respect W0 actuarial methods and assumptions. In addition, it became
obvious that Housahold management needed to focus +heir attention on overfunded pension
sians to avaigd over-allocaticn of resources to pension funds. To address these coacerns, a
task force was appointed in 1983 to develop a companywide pension funding policy. This
golicy was presented in detail in last year's report hut a brief{ summary in this regort will
heip the readec understand changes that are beginning O emarge {rom impiementing the
policy.. Basically, the corporate pension funding policy specified & single actuarial method
(umit eredit) and dascribed factors that are to De considered in developing reaiistic
estimates of future payments 19 ratirees. The poliey provides corporzte guidelines faor
nasic assumptions sych as inflation, ganeral increases in eompensation levels, and
investment raturn (6%, 7%, and 11% rates, respectively, were used for hoth the 1982 and
Actuaries were instructed to madify these factors only where necessary
f the specific penefit plans being avaluated. Market values ars to te
nding goal (3 10 10 years) weas established.

mpany Sponsored Plans

Qver the years,
ponscred plans wi

1o fit fact patterns O
used for asset valuations and a leng-range fu
The goal is 0 fund plaas at or close to a 100% 1o 120% funding ratic. This apgroaeh is tC

ne used solely for internal management purposes. Althoughn certain ideal actuarial
methads and ratss wers identified, substantial flexibility was left to enable management
to adjust actuarial assumpticns usad for funding and financial recorting purpasas 4]
facilitate moving roward the targeted funding ratie. Tnis {lexibility is an important factor
{n an environment wilers numerous ERISA, acesunting, tax and other requirements impact

the ability of management 2 adjust funding strategy.

Exnibit A summarizes key financial data for company soonsored plans. T..z most
dule is the funding ratic. This ratio was prepared ysing our

impartant statistic on this sche
new guidelines and is indicative of each plan's overall finangcial healtl. idditicnal exnibits

ars presented which summarize similar data on a major businass grouy basis.

As indicated on Exhibit A, the tunding ratio of all company spansored plans at the
peginning of 1983 was 140.5%. Although there were various individual pians whese funding
ratics were below the target range of 100-~120%, the vast majority of plans wers abave
this range largely as & result of overfunding in prior years ang favorable investment

experience.
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varigus steps were taken in 1983 to reduce this overfunded condition:

. For the Company's largest plam, the Household International Retirement income Plan,
a change was made in both an actuarial assumption and an actuarial mathod. The
investment raturn assumption for funding purposes was increased from 6.5% to 8%
and the market value method was adopted for asset valuation purposes. These
changes caused the pension eontribution to decrease from $3.5 million in 1982 to zero
for 1983. Qver the span of two years therefore, annual contributions to this pian have
dectined from approximatealy $5.0 millien to zara. Minimal or no contributions will be
made to this plan for perhaps as long as ten years.

. In Household Merchandising, 1983 contributions were aliminated or reducsd for
several of the plans (Vons was the major exception) through ravisions of the actuarial
methods and assumptions used faor funding purposes. The more significant changes
involved an ineresse in the investment return assumption and adecption of the market
yalue method of asset valuation. As a result, overall Merchandising contributions
declined by $4.0 million in 1983. Vons is currently reviewing their benefit plans and
reductions in pension funding are anticipated for 1334 In addition, Merchandising’s
funding ratio was impacted Dy 2 pian amendment which changed the benefit
calculation {rom a carser average to a {inal pay method. This amendment resulled in
an increase in the present yalue of accumuiatad nenafits and. a reduction of the
funding ratio. Takan by itsalf, this amandment would sacve to increase future funding
requirements, but considersd in relation to sha favorabie effects of the
abovementioned changes in actuarial assumptions, we should continue to experiencs
further declines in contribution leveis.

« During 19383, Household Manufaeturing combined eight separat2 pension plans into one
uniform plan covering all salaried employees. As part of "this econsolidation, a
consistent benefit ealculation method was adopted which assumed a higher level of
zocial security integration. While this had the immediat2 effect of lowering the
present value of gecumulated benefits and inereasing the funding ratio, it also served
to reduce the pension contzibution” by approximataly $3.3 million. Over time this
reduction in contributicn level will bring the funding ratio closer 9 targat leveis. In
addition, further moedifications in funding assumptions are Seing asnsidared for 1934
ineluding an incrassa in the invastment raturd assumption from 7% 10 3%.

.. MNational Ca presently is studying the funding issue and is likely to make changas in
1984 that will reduce o eliminate funding for at least several years into the future.

.  We currently are exploring tie possibility of making contributions to the Household
[ntarnational Tax Reduction [nvestment Flan, 2 Saction 401(k) plan, using excess
pension plan funds. If this approsei is approved 2y the .S. Treasury Department, it.
will give us additional means to aontroi our funding status.

« On a companywide pasis, the decision was nade o gay investment manager and
wustae {ees out of pension {und asse!s peginaing in 1984 Previousiy these expenses
were paid by the sponsoring compenies. This cecision will result in redirecting
approximately $2.2 million of assets per year out of pension funds and back into
operations.

In spite of these efforts, however, the funding ratio on 8 sombined basis increased during
1983 to 146.9%. Household Merchandising was the only business to regort a decline in
funding ratio; this primarily was the result of abovementioned plan amendment which
increased our real obligation to empioyees. The gverail Increase in funding ratios is
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rincipally due to inereased market value of pension fund assets resulting from favorable
investment performance during 1983. To illustrate this point the Pooled Investment Fund,
which represents substantially all of Household's pensicn assets, experienced an overall
seturn of 15% primarily on the strength of an improved equity market. [t should be noted
that a lower investment return assumption of 11% is used to develop the internal funding
ratios. This was falt to be a more realistic assumption as it is unlikely that pension assets
will continue t0 generate 2 15% return aver & long period of time. An in-depth review of
the investment performance of pension fund assets s presented in saction two of this

regort.

while this is not the long-term direction we want the funding ratio to take, it eartainly is
3 "good” sroblem to have. Over the long-rua, we expect the specific actions described
above together with continuous monitoring of contribution levelis to lower Household's
overall funding ratic. Due to strong investment performance in the last twao years, many
other corporations presently are faced with similar excess funding cenditions in pensicn
plans. Saveral corporations nave utilized this cpportunity o invest more funds in

| operations and/or improve raported income by terminating existing pians. Household has

taken a long-range (5 to 10 years) view of the pension funding issue and expeets over the
long-run, to arrive at and maintain a0 acceptable funding ratio.

Multiemolover Plans

As indicated earlier, 3 substantial percentage (22%) of Household's employees ars covered
under multiemployer pension plans. These pians also aceountad for 33% of Household's
1983 pension expensa. Cartain key data related to Housahold's participation in
multiemployer pians is summarized as follows (dollar amounts in millions):

Estimatad

Potential
: Plan  Pensicn Withdrawal
Participants Expense Liability
Houseshold Intarnational _
and Tinancial Services - - -«=¥No such plans exist === -~~
Merchandising 16,204 $23.1 $30.2
Manufzcturing 100 d *
Rental and L2sasing ] o] B .4 *
16,800 §23.5%* $50.2

———
_—.—n——l'_..——-—_.._—m-

= Amount presently not available.
#= Exciudes $1.0 millien relating to the Alr Travel business which was soid in July 1983.

Multiemployer pension plans are generally established in accordance with callective
bargaining agreements and are administered py the union representing the employaes.
Usually many employers participate in 2 plan, and often an employer may participate in
more than one plan. Within Household, muitiemployer plan participants at Vons account
for over 35% of total companywide participaticn.

The significance of multiemployer plans lies not only in the year-to-year ¢osts pbut perhaps
even more importantly, in the potential liabilities which may he assessed against
employers participating in such plans. The Muitiemployer Pension Plan Amendment Act of
1980 ("MEPPA™ stipulates that a substantial liability may be imposad ¢n an amployer who
withdraws from 2 multiemployer plan which is not adequately funded. In general, an
employer's contribution to & multiemployer plan is determined through collectiva
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pargaining and established as a fixed contribution rate per hour or week worked. MEPPA
rovides that regardless of the negotiated sontribution rate, an employer that valuntarily
or involuntarily withdraws from a plan will be held liable for a portion of the unfunded
ability for pension benefits. While at one time these plans generally were viewed by
employers as defined-contribution plans, changes due to the enactment of MEPPA have
gjtered the substance of multiemployer plans to more of 2 defined-benefit structure.
gecause of the potential significance of the withdrawal liability issue, we have attempted
to identify Housahold's patential withdrawal liability. This data ig diffieult to obtain from
many of the unions who administer these plans, particularly where our participation in
suen plans is relatively small. Only Household Merchandising has been abie to obtain an
approximation of the potential withdrawal liability. Since this business represents the
majority of Household's participation in muitiemployer plans, we believe it is indicative of
the magnitude of Household's potential exposure. ,

Legislation intended to limit ampioyers’ exposure to the withdrawal liability provisions of
MEPPA has Deen introduced each year since MEPPA was anactad but has failed to pass.
We will continue to monitor legisiation in this area as it could have 2 significant impact on
Household. Additionally, we will continue o review multiemployer plans with respect t0
their possibie impact on strategic decisions such as divestitures and relocations.

Profit Sharing Plans

Retirement beneflts alsg ara provided %o amployees through eleven defined-cantribution
profit sharing plans. There are two plans covering HHousehold Intarnational and Financial
Services amployees, seven plans covering cartain Housenold Merchandising personnel and
two plans covering certain Household Manufseturing personnel.

Employer eontributions to profit sharing plans for the tast three years are &3 tollows (in
milliens):

1983 1982 1981

Housahold International ‘
and Finanecial Services $6.3 $a.1 $0.3
Merenandising - 2.8 2.3 2.1
Manufacturing , - _0.¢4 _0.7

Effective January 1, 19284, Household initiated a new ecompanywide dafined contributicn
slan ert'tled the Tax Reduetion Investment Plan ("TRIP"). The TRIP plan is an invesiment
and savings pian designed to give the employee maximiin flexibility in huilding a financial
reserve for retirsment or other future needs. The plan provides for employese
eontributions of up 1o 15% of salary, and matening employer contributions on the first
§%. Additionaily, within certain restrictions, employee contributions may be designatad
as Mpretax contributions” which allows the employee to sheltar that portion of nis income.
trom federal income taxes. The plan also gives employees tharse different funds in whiel
to invest contributions and subjeet o certain restrictions crovides for worrowing orf
withdrawal of funds during active service. To date, response to this plan has been very
good with slightly over g% of eligible employees enrciling in the plan.

The significant point with respect to the introduction of the TRIP plan is that this plan
will in substance replace someé. existing. profit sharing plans. The largest profit-sharing
plan, the Household"‘rmmﬁénal Employee Stoek anership Plan ("HESQOP") and the
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yanufacturing plans have already been replaced by the TRIP plan. (HESOP will
rachnically eontinue for some period to nandle forfeitures but no new eontributions will be
made to the plan.) Replacement of other profit sharing plans with the TRIP plan is
eurrently being considered as total penefit packages for various employee groups are being
evaluated.

From a cost standpoint our experience through the first six months indicates that the cost
of the TRIP pian in the torm of employer matching contributions should agproximate $7.5
million for 1384. In general, it is expected that the eost of TRIP will be somewhat less
vhan the cost of an existing profit-sharing plan. To illustrate this point, the 1983
contribution to the HESOP plan was $5.7 million while the 1934 matching TRIP
contribution for this same group of amployees is estimatad to be only S4.0 million. This
avings may be offsat on a companywide basis, however, a3 the TRIP plan is available to
amployees not previously covered Dy any profit-sharing plan such as T.C.&Y. or National
Car Rental. Therefore, although the cosi per ampioyee of TRIP may be less than the
grofit sharing plans, the total eompanywide cost may increasa as a result of an expanded

garticipant base. ' ' '

Tax Credit ESOPS

Sines the Tax Reduction Act of 1975, the tax law has ineluded. provisions whieh allow an
additional tax credit to employers provided the funds are placed in an employes stack
ownership plan. These plans have been kncwn as TRASOP's or tax reduction act stock
ownership plans. The regulations provided for credits basad on investment tax credit
utilized in the smployer's income 12X peturn. Under these rules, TRASOP plans were
established for employeses at Household International, HFC, Yons and National Car Rental.

The Eecnomic Recovery Act of 1981, as modified by the Deficit Raduction Act of 1984,
changed the TRASOP regulations. Bffective January 1, 1983 the TRASOP credit is no
longer based on available investment tax eredit but rather on a {lat percentage (0.5%) of
compensation of amployeas coversd by such plans. The Househoid International TRASOP
plan currently is in the proesss of being amended to permit the new compensation-basad
tax aredit contributions. As part of this process, the plan is being expanded to 2
companywide plan covering all Housahold lnternational employees.

From a financial statement perspective, the TRASQOP pians have 10 affeat on Housahold's
net income as the contribution to the plan i3 funded eatirely by tax eredits. These plans,
however, are important to an understanding cf the sroad speetrum through wiien long-
tapm benefits are provided to Housahold's employees.

Other Posiretirement Beneflils

In addition to pensica and profit sharing plans, retirement benefits are provided through
yarious health care and life insurance plans. There is a wide diversity among Housahold's
companies with regard to pian provisions, retires contribution levels, and eligibility
requiremantis. Approximately 43% of Household's retirees are covered by some form of
medical benefits program and sporoximately 80% are sovered by a life insurance or death
benefit program. This does not include death benefits provided under pension plans.
Nearly all of Housahold's businesses account for the cost of these benefits on a pay-2s-
you-go basis. The expense is charged 10 income as beneiils are gotually paid to retiress or
premiums are paid to insurance companies. The annual expense under curreat aceounting

procedures is apgroximately $4.5 million.
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m a recent diseussion memorandum antitled "Employers’ Accounting for Pensions and
Other Postemployment Benefits," the Financial Aceounting Standards Board ("FASE") has
gmposed that these plans be accounted for in a manner similar to pension plans. Basieally
this would require that the eost of retirees medical and life insurance penefits be acerued
during the sarvice lives of the aemployees who would be expected 10 yltimately receive
thesa penefits. Basad on preliminary data developed with the assistance of our actuarias,
Household's annual expense for postretirement penefits computed under the FASB's
roposal would range hetween $8 and 518 million depending on the actuarial methed and
sssumptions usad to determine the future obligations and the Company's total obligation
for gostretirement benefits Is sstimatad to be Detween $71 and $124 million. Overall, we
peiieve Household's presant unrecorded Miability” feor such plans is less than many other
major smployers and the proposed accounting is not likely to have a significant adverse

sffect on the Corperation.

The FASB recently grcpcséd ti‘xat emoloyers, neginning with 1984 annual reports, disclose
the types of postretirement plans provided 1o employees and the cost of such benefits

eurrently being charged to income. We are actively participating in the FASB's discussion
of this subject and will closeiy menitor [urther developments in this ar=2.

 Corporate Controller's Office
August §, 1984
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EXHIBIT A

BOUSEHOLD IMTERNATIONAL, I¥C.
PENSION PLAN ANALYSIS
COMBINED COMPANY SPONSORED PLANS {ALL BUSINESSES)
(ALl Dollar Amounts, Zxcept Per Participant Daca,
are Statad in Thousands)
1981 1982 1981

funding Stacus

e

funding Racio {market value of pensian‘plan :
assecs + present value of accumulaced penefifs)ces. 1644.9% 140.5Z2

et P b

Prasent Value af Ac:umhlatzd BanefitScseccveavsvsrors $ 361,581 3§ 333,898

SRS SRS )

warket Value of Pansion Plan ASs@fS.eecesesencrsecsst § 531,119* § 449,398
. i proveee Tt Pt
Markat Talue of Pemsiom Plan Asaets-ﬁver/(Under)
Present Value of Acsumulatad Benefiflcecassasvsaons 3 169,538 3§ 135,700

SAREERR=D ammmm=aTE

contributions/Pension Expense

Actual Cempany Ccn:ributiaﬂ.......................... s 21,378 3 19,535 3 35,373
Minimum Required Cantribunian........................ § 14,305 3 22,137 § 21,8%4
Maximum Taxz Deductible Contributionesseccasavenscrnaes s 31,194 3 46,536 3% 42,524

EEmakERS= B o ]

. ?aniqg EngnSanouo‘--ocoq-tqo-ooo--q--olconcqf-o-m- $ 21,332 $ 35,699 s 35,0l5

e E— = = L ] =

As Pe!:zn:ag! qf Paﬂulll‘.....‘......‘-..I....‘..... 2.0: 3.3: . 3- :
- . FEmmmmmam  SUARSRSIIS PR L]

Per Agtive Plan ?3gti:ipan:.........................._$ 766 § 1,263 § 1,212

Benefits Paid

Racirement Zanafils Paideeseesssasasnasasaansasaenias 5 26,343 3 21,301 % 18,411

oo~ L ]

P!r ae:irgd ?articipant<.{--...........--......-..-.. $ 31782 3 3,5 g $ 3,020
ETTERETEESTS PRt — s
Parcicipants Cata
Recired Participants:d
Racirses and beneficiaries........................ 6,737 6,438 5,968
Tafﬂina:!d Wi:h Veﬁﬂzd ben2f1234...-.‘-....-.4‘.-. 5,135 3,635 3,13&
Accive Participants:?
Active participancs excluding layeffs aad Laaves
of ‘bﬂen:e‘.‘..‘.“‘..‘ll.‘..'....1.‘....'4‘..‘.. 3&,170 27’929 25,710
Qario of Retired T2 Active ParticipanCs.ceecassoveses 19.8% 23.22 20.8%
. maEEEEets = :

# Total assets imvescad in Household Interoational Poolad Investment Fund vers $480.2
million at Decsmber 31, 13983, The remainder primarily represents assetd af faoreign
pension plans and pension contributions acsTued dat not yet remitted o tae plaa funds.

-
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' : : EXHIBIT 8
HOUSEROLD INTERNATIONAL, INC.
PENSION PLAN ANMALYSIS
CORDPORATE AND FINANCIAL SERVICES
' COMBINED PLANS
TALL Doliar Amounts, Except Per Parcicipant Daca,
are Stated in Thousands)

1983 1982 ~1981

Funding Status

Funding Ratio (market velue of pension plan
assets + prasent value af accusulated penefits).ea- 166.6%° 137.9%

P STt

Prssent Value of Accumulaced BenefibSccsscssvoscnecns $ 90,570 3 26,273

Zata=wma=E=ls e F b L]

Markar Yalue of Penaion Plam ASS@ficcescccsascrssncs® $ 149,215 3§ 136,183
e e S us ez
Mariet Value of Peasion Plan Asa=cs Qver/(Under)
Present Value of Accumilacad BenefiZscieeserscccaes 5 58,343 3 49,312
e RS S s amegmp =T

Concrizutions/Pension Expensa

Actual Company ConEriBULion. secrassassanaenoosareess $ 743§ 5,000 3 5,377
Minigum Required P 1 1- - PICOPPPPPPR R LR 3 159 § 4,540 3 3,838
Maximum Tax Deductible ConeributiofNeccssassaasneseers $ 753 5§ 7,377 § 7,464

Pmsicn E:?ens'el‘-...ll.'...l..‘.‘.....'.....ll-...I... $ (977)*$ 6,721 $ 5,877
As Perceatage of Payrall............................. ¥.4. $.5% A B
Per Active Plan Participanfesescseassasnavanaaasansss .M. 3§ 1,495 3 i,193

Benefits Paid

gsrirsmenc Beneiits Daidasesessonesasanseereansssasss $ 4,388 3 3,116 3 2,301

EpeesmmicE I P Dt eI
Ter Hecirad Particigan:...,........................¢. § 9,362 3§ 7,178 §. 5,88l
o e IR F
Parcicipants Data
%ecired Participants?
Sezcireas and peamficiarias.csseraasasaaasanonannes 488 438 434
rarminated with vested BenefitSaacasaseosscnanssns 341 B4 478
- Aerive Participancs!
Active participants ezcluding layoffs and leaves
°'£ abﬂencz-.......---o.-c.-......‘..--..---..-... 5,336 . &,596 A,tyga
gario of Retired to Active Participanfl.cescsesessacs 11,32 10.6% 9.7%
ONFIDENTIA
. i _ a1 IR
* Pension expense for 1982 for the Eousehold International Rfetirement Income Plan (U.S.

Plan covering all Corporats and Financial Services personnel) was accrued at $5.2
miliien. Subsequent to December 31, 1982, but prior to the actual contribution, the.
sccuarial valuation was ravised to reduce the funding ratic. The resulting 1982
eoncribution vas $3.5 million. The §1.7 million exc=ss pengion acerual was reversed
in 1983, thus crmating a net crsdiz to expense for 1983.
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BOUSEHOLD INTERMATIONAL, INC.
PENSION PLAN ANALYSIS
MERCHANDISING
COMBINED PLANS
TALL Dollar amounss, Exczpt fer Participant Data,
are Stated in Thousands)

EXHIBIT C

1983 1982 1981
Punding Stacus
Funding Ratic (market value of pensicn plan
- adseta + prasent valua of sccumulaced sanafits).c.s 137.6% 131.7=2
Present Value of Accumulacad Benefifdesscassssansssns $ 105,025 § 81,831
AT N I ST
Market Value of Pension ?lan A9S52LSecccccssssanvantas 3 144,545 § 123,934
AWM IS F—rC -]
Markst Value of Pension Plan Assaecs Quer/(Under)
Presenc Valus of Accumulated Benefifs..cacccassasnn s 39,520 3 42,253
) . PR =TS IS P b
Contributions/Pensicn Expense
Actual Coopany COETiBULionesessessssresessasaasasens $ 3,299 § 12,323 § 10,708
HinimuN‘RequirEd:Cnnt:ibutinn........................ s 8,298 $ 11,793 § 10,231
Maximum Tax Deductible ConCTibutioNecascsccanasaanascs § 9,718 § 15,660 '§ 13,801
P!nsian &ggnse.....-..‘.....I-."..“..........“.l.l $ 8'6u2 $ 12,329 $ \ln,Tug
e 1 ] Ll
As Pﬁt:gﬂ:agﬁ af ?37?0’1144‘.0..-.-ocac-'qoocl-cccoco-- 1032 1.31 1-7=
’ : Fammmmm= SSEESEITTSS =g
Par Active Plan Participambesesescssaasransasanoasess $ 707 § 1,006 3 915
P ] e ] T I
Besefizs Paid
Faecirement Benefitas Paideeeenanssarsassssansarassenss 3 8,080 s 4,788 § 4,239
Par Ratired PATticipaAnLseeevanarsassssseaanasaenranes s 2,396 3§ 2,381 3§ 2,429
’ R . - -t ] —— = e
Parsicipants Data
N CIRCLTY
Qecired Participantyd ol -
gaciresas and heneficlaries..cicecascesossancncures 2,225 2,032 1,862
Tarmipated with vested Denafildcecssssoroevenansan 1,478 1,327 1,080
Active Participants?
Active participants excluding layoffs and leaves
af ‘bsencglﬁ.Q".'Q..'...I-.....C..C.l..‘.'.“Q.‘ 17,878 lz,l&u 12,250
Ratio of Recirmd €2 Active PArticipantS.scessscescces 12.4% 16,72 1%.22
oW o e
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HOUSEHNOLD INTERNATIONAL, INC.
PENSION PLAN ANALYSIS

MANUPACTURING
COMBINED PLANS

TALL Dollar Amounts,

are Stated in Thousands)

Funding Status

Funding Ratio (markat value of pensiocn gplan

assets + present value of aczumulated vanefits)...-

Prasent Value
Mariket Value of Pansion Plan AssefS.ccececcscnans

Markat Value of Bension Plan Assecs Aver/{Undar)

present Value of Accumulaced Semefitiscessaacscncnne

cantribucions/Pension Expensa

Aetual Company Cantribulionesessescss
Minisum Required ConEribubionNeccssssecsasaaacsans
Mazimum Tax Deductibie

Pmiau E:‘pensa........---.-.........-

'TEEEEE R R

As Dsrgentags of PayTollescasomessseracannsnresnneans 6.42 3.1
wﬂw

Per Active Plam Participanticiecsseanses

denefics Paid

Rariv menc Baneficns ?aid......................;...

Per Ratired Partizipant..cea-

partigipancs Data

Recirad Participancs!
RatiT=es and benaficiariescsesasacseoacscnans

Terminated with yestad bemefitsiccecsnecascsnes

Accive Participants?

of Accumulated anefifSeeavrasscnascsees

P R L L KL $

GontribulioN.secaccssascacsencs

sessasdnnssess $

.....i.l....-‘l."l..‘.. s

CONFIDENTIAL

EXHIBIT O
Excepc Per Parcicipant Data,
1983 1982 1981%
139.9% 123.3%
et - P .
3 160,532 % 141,192
=t TN P T — o e
tees 3 224,508 § 198,704
TeoEaIE | SaSSmSRcl
§ 63,978 $ 37,312
mm _-_=-_-=n===
11,241 5 11,061 3 17,1709
vese § 3,854 3 4,709 § 6,864
$ 18,837 5 21,459 3 19,599 -
s=maasta=x  SEST=aESsE ==pmmgoy=rmore
vees § 12,309 5 15,519 § 16,949
= 7.82
- — ]

1,423 3 1,532 § 1,573

Active participamts excluding layoffs and Leaves

af absencgllﬂll‘...lﬂ.ll.
2atis of Retired o Active Participants.esesesans

’

* Wallace Murray Carporation, acquired ia June 1981,

full year basis.

ll..ca-.cc..doll.a-o.!-

==ﬁ=== =-.-==—l_—-==== ==#-====
ve. 5 13,864 3 13,400 § 9,854
3,515 § 3,870 3 3,013
=:I=I==’-==I "-'======== =:=="‘--"'---—-ﬂ
cese 4,009 3,944 3,451
ceas 1,855 1,415 1,320
9,082 3,647 10,131
veas 44.12 45.6% 36.0%
"--_-=== =’=‘3==l== TSl NRET
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. HOUSEHOLD INTERNATIONAL, I¥C.
PENSION PLAN ANALYSIS
RENTAL AND LEASING
COMBINED PLANS
TALL Dollar Amouncs, Except Per Participant Data,’
are Staced in Thousands)

EXHIBIT E

1983 1982 1981
Ffunding Status , —
Funding Ratio (markat value of pension plan '
assats + present value of accumulaced benefics).. .. 249.0% 226.7%
presant Valua of Accumulated Benefifs..ieeessevescess § 5,354 § 4,732
Hﬂ.‘r‘&ﬂﬁ va.l‘da af Pﬂnliﬂﬂ le M!Qﬂ!-.o.o-.-...c.-.-.- $ 12,351 s 13’775
. : FosSmuams TSTEESETEN
Markar Value of Pensicn Plan Assecs Cver/(Under)
Pessant Value of Ac=umilacad Benefifs....csscecnaes $ 7,497 3§ 5,022
ARSI = ]
Conczibutiocng/Pension Expensa
Actu‘l Campan? con:ribu:ion.."‘l‘...‘.."I'....‘..... $ 1’595 s 1,150 s 1,320
Minimun Required ComEributioO..cicvssccevansasacnanas $ 1,59 3§ 1,093 § 3963
Mazimum Taz Deductible Concribufiomecicessccccccecass § 1,896 3 1,538 5 1,418
—— - - — 7
Pmsicn bpen‘ae...-'.4‘!..‘....—..I...."‘.‘..iI.‘..‘l S l,“a $ 1’130 $ L’Aao
As Dercsnrage O0f Payrollicecssecraacesscranccarsnaaas 1.5% 1.32 1.2%
Par Active Plan ParticipanC.,.cssscececvascccasssnncss 5 573 3 6ld § 994
- I ‘ —
3enefits Paid P NCX“CP\E\\‘L\_
: U e
farirement Senefils Paidesecccasarcoscescisasasarsses $ 246 3 Is 35 17
WEmEmmIR | LS
Per thirﬂd ?arti:iganf..-'---........-.....4.--..-.4u- $ 1’0&3 $ 965 $ 1,214
e
Participancs Data
Retired Participants:
Retirses and heneficiaries.cacscesccssssocsnarcass s 23 21
Tarminatad wilh vastad bemeflls..sscccessvasersssse 111 97 56
Active Participants:
Active parcicipants excludiag layofis and leaves
0f AbSenC B v sstecreracvssssssssssasavsssstnsnn 2,874 2,526 1,335
Racio of Retirsd to Active Participanfsciceeccccacens 1.22 0.9 1.132
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Household International, Inc.
Annual Review of the Pooled Investment Fund (PIF)

Investment Environment Overview

A. General Marker Review

B.

C.

L

Short-term rates remalned high throughout the year due to a tight
monetary polley.

With a relatively low Consumer Price Tndex of 3.7%, stocks, bonds,
and cash experienced high real resturms.

Stocks outperformed bonds and cash aequivalents over the year.

Equity Markat

L J

During ther first half of 1983, the stock market coutinued an
uypward trend which began In Augusc of 1982. Generally, the small
capitalization lssues outperformed largs eapitalization ilssues,

However, during the second half of 1983 the market's rTeturn was
basically £lat. The small capltalizatlon companlas experisnced
a signiflcant prica correctlon. Large capitalizatiom lssues were

the bast performiag stocks.

For the year as a whole, small capirallzatlon stocks cutperiormed
large capitalizatioun stocks.

Over the entirs year the best racurns came from portfollaos lovesied
in stocks with low betas, low earnings growth racas and high dividend

income.

The best performing seciors wers c<onsumer durables, capltal goaeds,
and basic industrles,

Tha worst performing ss2cLors wars consimer non—durables, fizanclal
sarvicas, and utiliries.

Fixad=Income Markat

with high short-gtara laoterest rates i 1983, short-term maturiiles
ou:pe:fcrmed lopg=tarm maturiilas,

Baa quality bonds had the highesC relurn whila AAA gquallty bonds had
the lowest rafurm.

The flnance sector outperformed the other corporata bond sectors.
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Page 2
D. Real Estate HMarket

e The overall real estate markst benefited from the economlc T2covery
in 1983. '

e Retall propertliss Iin 1983 showed the greatest. improvement over 1982
results. The improved resulls were attributabla to Lneresased con-
sumer spending. :

e Rerail and apartment propertles wers the top two performing sactors
in 1983. The lowesi performing property types wers hotels and of=-
flee buildings.

e The bhest performing geographlic locations wers the Eaat and West
reglious, speclfically Boston, New TYork City, and San Francisco.
The worst performing areas were the Midwest and Scouthern reglons,
ineludlng Houston which has been over bullt for several years.

E. General Markat Review for alx months eadling June 30, 1584

e The equity markels have contlinyed to decline in 1984. The $&7 300
Index return was —4.3% for the six-month period.

e Short-term maturitles have outperformed long bouds thus far in 1984,
Tha 90=day Tr=asury Bills have raturmed +5,0% cthrough June 30 versus
a decline of 5.9% and 1.2%7 for the Salomon Brothers Index and the
Lehman Brothers Xuha Loeb Government/Corporate Index (LBKL G/C),
regpectively. :
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1.

Household PIF Investment Parformance Review -

A.

B.

1983 Parformance Comparison

Household PIF Equiry
s&p 300

. Northarm Trust

Zquity (median)

Housahold PIF Fixed—-Income

L3KL G/C

Salomou Brothers

Horthern Trust
Pixed=Income (mediam)

Household PIF Cash Equivalents
§0=Day T-3ills :

Household PIF Real Estate
Pvaluation Assoc., (median)
FRC Property Index

HBousehold PIF Total Pund
Northern Trust (medlan)
SEI (median) :

One Year Ended Dacember 31, 1983

e Our equities underperformed
due to the fact that the equity port
in the mors risky growth stock seciu.s in an snvi

Paga 3

1983 3 Years S Years
19.3% 12.0% 19.4%
22.2 12.0 17.1
20.0 13.9 15.3
7.3 13.5 9.2
8.0 15.0 9.9
4,8 14,1 8.8
7.9 15.0 10.2
8.3 15.4 —
9.3 ) 12.5 12.2
13.3 12.5 14.7
13.1 14.0 14.7
13.3 13.0 15.5
15.0 12.5 16.8
15.1 12.5 15.1
15.1 13.8 13.9

the lndlcas im 1987,
fallos In agzregatas were Lavastad

nigh yleldlng, stable companles.

This was primarily

ronment that favoresd

s The Bousehold PIF flzsd-izcome portfollo underperformed the Lamman

Brothers Xuhn Loeb Govarmment/
porcfollic was lovesZed in goverrment btomds with
maturities. The average malfurily
10.9 years versus an 8.7 year average matur

Corporate Indax as the majority of ithe
incarmedliata=ta2rm
for cur flxed-income portiolio was
ity for the LBXKL G/C.

e The cash portion of our fund slightly underperfcrméd the 90—=day T-3i11l
zate as it was lnvested with a slightly longer maturity than 90 days
in an envircnoment ln which short-term maturities provided the best

fixed=income investment.

B anluts
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Page 4

Pooled Fund rveal estale performance for 1983 was sllghtly above
the medlan returms for beth the Evaluation Assoclates Lndex and
frank Russell Coumpany (FRC) Property Index. These performance
results wers. similar as the distribution by property type and
geogTraphic location was virtually the same.

Household Total Fund performance for the year was approximately
the game as both the SZI and Northerm Trust median refurns.
This is. generally explained by the gimilar ssset allocationm of
the Pooled Fund and the avarage Northern rrust client Iin 1583,

Three Yaars Ended Decamber 31, 1933

During this peried, fixed=income outperformed equirles and real
estate. .

The Poolad Fund's total performance was adversaly affected By 2
less than average alloecation to fixed—-income, 2n ahove averaga
{nvestment in real estace and a median commiiment E0 equities.

Parformance was also affscted by having a lower commitment to nigh
dividend lncome stocks io an agviromment in which they provided the
best performancs for equitles.

Five Years Ended December 31, 1%83

Equi:ies' were Cthe best pefformlng asset class for the flve—gyear
period. R=al estate and fixed—income ranked gecond and .third,
respectively.

_ 7he Pooled Fund's gverwelghting iz equities and rTeal estace and

undezwelghting la fixad—{ncome, Telative Lo ather pension funds,
coneribucad te the above medfan Total Fuad performacce r2sulis.

5ix months ended Jure 30, 1984

¢ DPralimimary performancs results for CGthe gix-month period ended

Juna 30, 1984, indicate rhar the Poolad Fund aquity portfailo
declined §.0% and the rotzl fixed-income portfolis had a Tefurl
of =0.9%. The Total Tund T2Lura was approximacely -4,1% through
June 3C.

Housahold equicy performance . was signlflcantly lower than tha
$5P 500 recurs of =4.9%. Our ragulis are lower because e placed
less emphasls om energy stacks whlch contribuced greatly cto b2
aarker's performance durlng the periocd. Our resulzs, however, ars.
in line with equity rasults of other peasion funda.

In compariscn &2 the Northern Trust Composita, the Pooled Pund’s

., equity return was slighecly lower than the medizn equity r=afurm while

the fixed income portiolio outperformed Yorthern's median. Total
Pund performance wvas slightly bettarT than the mediam recura for the
gix-month period.
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Por:folioc Asset Review

Changa ln Market Value (000)

Agaset Allocation Review

Equities

12/31/82 value

Investment Income

Unikts Issuad
Units Redeemed
12/31/83 value

Fixed Income
Casth Fquivalents
Real Estacs

TOTAL

12/31/82

61.12
27.7
1-1
10.1 .
100.0%

12/31/83

61.32
2

w0 W ln =
[ . s [

L o oL o

o
[

100.0%

Page 5

e All changes in pércentage allocation wers dus to [nvestment ex—

periencs.

lated to assat allocatiom in 1983.

The Iavestment Committas did not make any changes Ta-—

o While good statistical data is not avgilabla to compara oQur- assai

mix to the typleal plan sponsor,
generall

vegtzent pollcy.

P

.(..._

il

HEEREE

v
-
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e

we belisve the Pooled Fund has
¢ besn more heavily ccmmitzed &0 equities and 7=al estate.
This asser ailx rteflects the Iavestmeat Commitit

sa's leng=term ln— |

_Fx.
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Page 6
' Investment Committee Review
A, 1983 Actlvitias

e Due to the Investment Committee's declsion to undertake an assat/
1iabllity study in 1983, no major changes wers made within thas
Poolad Invescment Fund.

e On January 1, the assets of the American/Union and Welch Furnlture
Proflir Sharing Plans wers merged info the Poolad Investment Fund.

e On Saptember 15 a portion of the National Car Hourly Plan assets
ware lovesgcad in ths Poolad Fund. The balancs of thelr assecls
had been Investsd in an Iinsurancs confract with Travelers until
Mareh 31, 1984, when the assals wvere rransferred lnto the Peolad
Fund.

e In September, 1933, the Investmenk Committee undartoock an assat/lia-
»iliry planning study with A. S. Hansen &3 evaluats our lnvestment
program relative to the funding needs and liabllites of our pension
plans. _

e The study was completed In January, 1984, A. S. BHansen propgsad
and the Iavestment Commizf2e approved am asset mix for the Poolead
Fund whers we will placs more amphasis on diverslflcatiou by asset
alass. TInitially, we will be lncreasling our cowml tment Lo aggres—
sive egquities and real estate. Due to the diffsrsnt returm pacterns
of chese assat classes, we expeci to earn a superlor, and yet stable,
rats of raturn over time. ‘

e The assef mix chosen was the most attractive given the overfunded
naturs of the majority of the pemsion ‘plans. Ome of the primary
ioputs to zhe assat/1llablllsy study was the diresctiom glven by
Household's new pension funding policy whlch was lssued in January
of 1983. Thla policy gemerally dirscis :thatl peaslon plans should
be funded at a lavel which ls btetween 1CO and 120% of accumulated
benefirs.

e The new asset mix adopted by the Izovesimenl Commictee Lls outlimed

below.
loeation Target PerIantage

Asget (Class for Assat Classes
Aggresaive Equitlas 202

Zguities 40

Fixed=-Income 20

Cash Equivalents* 5

"Real Zstata . : 13

* Represents Che minimum cash equivalent commitmeni as Pooled In-
vestment Fund managers have discratiom Lo held cash 1lavestments
in their pertfoliocs.

OFEML T Hesers
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1984 Majoer Activicies

e Assets will ne reallocated hetween assetl categories, in conjunction

with the newly adoptad allocation guldellines.

e Using the findings of the A. §. Hansen study, the Investment Commi -

tee Ls evaluating the diversiflication within each assel class. 3By
year—-end the Committae will have investigatad the various styles of
investment management within the equity and fixed—-income 3reas, and
will have regearched spportunities {in real estate. Along wich this
diversificacion analysis, gaveral lnvestment manager changes in the
equlily, £1xad-income, and real estate cacegories will have heen made.
The Commictee's ohieccive is to replace those managers who did not

periorm in the upper quartile of cheir pesaf STOUD aver an investment
czcle. : )

In additica to LiLs eurrent performancs maasursment analysis, the In~-
vestmentz Commiitee will be launching a performancs evaluatlcn pro~
gram to befi=ar avaluate each manager's performancs by style versus
gtrictly uslng the hroad market indices, 1.e. S&P 500.

Treastr? Department
August 6, 1984

CONFIDENTIAL

<)




» —

..Ho

)
~F
O
O
(88 ]
o



NATIONAL CAR RENTAL SYSTEM, INC.

CAPITAL PROJECT AUTHORIZATION REQUEST

Provosal:

Expansion of National Car Rental's LaGuardia Airport cperating
sita. We have outgrown our current facility, and are seeking
Bcard approval to implement a long range expansion that will
inelude capital expenditures of $3.8 millien.

Pro*jéct Desecristion: : POA!E!DEMT’AL

T A

Space for ouxr <ar rental operation servicing LaGuardia Aizport
has always been restricted. The limited on-airport space is
l1eased te Hertz and Avis, and off-alrport space was limited by
»he surrounding residential arsa. Dues to shis fact,National
was forced in 1974 to purchases a 2.47 acre parcel next to the
airport and constzuct a check-in and maintesnancs facility and
administrative offics off-airport. The site had storage for
300 cars and has been taoo small for several years, limiting
National's growth ané market share.

In 1879, National approved the purchase of 1.3 acres of separats
housa lots dirsctly across 96th Street from the existing location.
The added sits was to be developed feor additional parking space.
In 1980, Natiocnal's propertises attorney obtained permissicn fzom
the eity to purchasaz and close off that portion of 96th Strest
which separated the +wc parcsls in crder to establish a contiguous
site. In the years since then, exe=snsive time and effort has been
devotad o acguiring the individual nouse lots. Delays wez2
encountsred in obtaining necessasy zoning, and, in ssttlsment, a
small piece of land at the back end of the prepezty had to be sold
as a "buffsr zone.® Tha scope of the propesed project is the
purchase of 96th Strset, construction of a twe-level parking
structure on the site, and a limitsd remedaling af the existing
facili=y to tie it into ths overall sits. The vshicle capacity
would be expanded from 300 cars "o 1000.

Strategic Justification:

1. To maintain fleaz sizs and uwxilizatisn fagtcrs consistent
with demand.

2. To provide the ability to inersase our market share in an
area where we are below average (13.9% as ovposed to 19.2%).

3. To add additional property tc our presant facility as an

~operating alternative 1 the New York Port Autherity
demands unrsasonable concession fees.

H00043
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Capital Project Authorization Reguest
Page Two

Alternatives:

1. Operate from the existing facility. This will result in a
no-growth situation with loss of market share not only in
New ¥ork, but also nationwide as commercial accounts
experisnce our inability to meet their needs in New York.

2. Obtain adequate land alsewhere. There is no spacs available
en airpert for National. Hertz coperates on 4.3 acres on
airport and Avis, on 4.1 acras. Each has an additicnal
storage lot on airport for about 30 cars. . Hertz alsc leases
space for apgreximately 100 cars -at the Marrictt. Both have
storage lots several miles away which are 15-20 minute drives
in light traffic and up to one heur or mors in heavy traific.
Even if we ware able to find adequate property aff-airport,
operaticnal problems abound, all of wnhich translate into
higher costs, loss of market shars and greatsr laosses. These
are covered in the finaneial analysis which has been reviewed
and approved by Household. ' :

Spending Summary: Spent
‘ . ~Prior Lo To be
1984 Swent Total
Land . $654,150 $ 313.030 $ 967,200
Improvements 46,891 4,353,109 4,400,000
Profassicnal Fees 147,012 253,988 441,000
Purniture and Egquipment 0 5,000 5,000
Total $§848,0523 $4,%63,147 $5,813,200

PONTINENTIA

Major Assumptions:

1. LaGuardia will remain a yital part of the llew York area air
. transportation sysism. Twere are nc plans to recucs LaGuardia's
rola or zelocate it. In fact, invesiment by othars continues &z
pe mada as evidenced Dby Delta's $300,000,000 terminal building
completed in 1983 and Eastern's shuttle terminal completad in
1380 at a ccst of $§150,000,000.

2. Both airline passengel twaffic and the car rental market will
eontinue2 to increase eraating a growti envireonment for the next
five ta ten years. Deplaning passanger traffic increased by 3%
{1982 over 198l1) and by 2.3% (1983 over 1382). Year to dats
growth for +otal passengers is up §.4% Ysarly projectiions are
nct available. The only figqure available feor annual projections
is a eumulative increase in 1990 over 1983 of 25.5%. Steady

but modarate increases will take place. In approximatesly 1891,

HO0Q483
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the passenger growth will cap out because of airside and
landside constraints. The Port Authority sees no expansion
capability at this time. The car rental market, however, -
will continue to grow for three reasons. First, in generzl,
more pecple will rent cars. Second, ocur growth will con-
tinue as our share moves up from 13.%%. Third, we will
have gresater capacity for grcwth than our competitors and

some of the business they are unable to handle will f£all to
us. .

No other property will become available in the foreseeabls
future to offer a viable alternative. Cur investigations
continue to show no indicaticns to the contrary.
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