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Gentelmen:
Re: Possible Charter Amendment - Fair Price Provision

Attached is an analysis by Georgeson & Co. and an internal
memorandum concerning the pros and cons of a fair price
amendment. All things considered, I don't feel comfortable
with the short period of time we have to do an effective job
of solicitation and with the added complication of an already
complex proxy statement. Therefore, I am recommending we not
include a fair price amendment provision in this year's proxy
Statement. I'll be calling each of you to get your reaction,
we can aiscuss it as a group if you wish.

Sirczrely,
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HOUSEHOLD Memorandima

INTERNATICNAL

DATE: March 6, 1984

SUBJECT: Charter Amendment - Pre Vote Analysis

T0: J.D. Pinkerton

Attached is a copy of the study by Georgeson & Co. analyzing the pos-
sible stockholder vote on a fair price charter amendment. We are
recommending that Household defer seeking a falr price charter amend-
ment for at least one year. Although we believe that such a charter
amendment might be approved, the degree of probability of passage is
not sufficiently high in comparison with the magnitude of the risk

should the proposal fail. Also, the benefits of a fair price provision

probably do not exceed the risks. A fair price provision would not
prevent a takeover of Household by a determined and well-financed
bidder.

Our concerns fall into six categories:

- Level of Risk. Should the proposal fail, it is essentially
an "announcement” that our shareholders would be receptive to
a takeover. Failure to adopt the fair price provision would
also be a public-relations disaster and indicate a lack of
faith in management.

- Georgeson Voting Scenario. We basically find the analysis by

Ceorgeson credible. However, Georgeson's numbers are estimates,

and we have some concerns that the following items would have
a negative impact on their estimates which would bring the
"worst case" scenario below 50Z.

o Category II is labeled banks other than institutional

{investors. Actually, most of the shares in this category

are owned by institutions. While it is true that these

{nstitutions are smaller and more likely to vote with
management, the indicated approval percentage seems

high and is more than double that of the first category.

o A 100% approval vote from the "friendly” preferreds is
unlikely.

o The analysis is partially based on last year's 77%
approval rate. When extraordinary items are being
.considered, the number of shares represented at the
meeting generally declines, and there is a greater
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J.D. Pinkerton -d= March 6, 1984

pumber of abstentions from those shareholders re-
presented at the meeting. In 1981, for example, when
the holding company proposal and the Wallace Murray
merger were on the ballot, 72.8% of the shares were
represented, and 65.9% voted for the proposal. Since
1978, shares represented at the meeting have averaged
76% of total shares.

- Georgeson's analysis did not take into account that Household
will be asking its stockholders to approve an executive
incentive compensation plan at the annual meeting. We
believe that an executive compensation plan on the same
ballot is a megative which will result in a lower vote
total even without a charter amendment (Georgeson agrees).

-~ A case could be made for an increased negative reaction to
‘protective amendments by institutions.

- We are getting off to a very late start in putting together
a solicitation effort.

- If the stock were still selling in the mid 30s, we would
have a better chance of approval. Institutions that have
held through the price decline would view a protective
amendment as reducing the likelihood of their getting out
whole. 1f the stock were at 35, it would be much easier
for an institution to be receptive to a protective amendment
in that the likelihood of a takeover bid would be more
remote.

Glen 0. Fick

Ronald C. Roselll
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"GEORGESONEamc
Prazy Selicitation/ Invester Relations

TO: J.C. Wilcox

FROM: A.M. Miller NBO
RE: Household International, Inc. DATE: March 2, 1984
FACT: Household International, Inc. (the “Company') is contemplating

adoption of one or wore extraordinary charter amendments {the
"Amendments'').

QUESTION: 1f the stockholder vote required for adoption is the affirmative
vote of a majority of the voting power of the outstanding capital
stock of the Company entitled to vote generally in the election
of directors, what is the likelihood of the Company's stockholders
adopting the contemplated Amendments?
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Page 2

ANSHER: The Company probably can obtain stotkholder adoption of the conteﬁplated

Amendments. Institutional investors control approximately 32X of the
Company's voting capital stock and can be expected to adhere to their
established voting policies. If the Company takes all steps necessary
to maximize the vote from the other gtockholder categories, the low
affirmative vote from institutions can, in our opinion, be overcome

and adoption of the Amendments is probable. We anticipate that at least
50.8% and possibly 58.3% of the outstanding shares would be voted affirm-

atively on the proposal to adopt the Amendments.

ANALYSIS

This analysis was completed by our Broker, Bank, Individual and
Institutional  IavestorT golicitation  departments working under oy
supervision. I+ is bagzed on recenl registered stockholder listings,
aecur’t +s eclearing agency participant listings and filings made with the
Securities and Exchange commission by stockholders of the Company. In
developing the stockholder voting assumptions used herein, we considered our
experiences in recent solicitations to adopt charter amendments similar to
those being considered by the Company. Whenever we had a choice of several
reasonable voting assumptions, we chose to work with the most conservative
assumption.

The approximate share ownership of the Company appears on the following

page.
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SUARES CONTROLLED

AS A I OF
STOGKUOLDER - SIHARES OUTSTANDINC
CATECORLES CONTROLLED SHARES (2)
I. IasCitucional Iavcestors ' (1) .
17,375,707 32.007
11. Banks {(ocher than
Insticutional Invcscoce) 13,149,891 24.222
IIL. Bcokers (other than o
Institutional Investors) 5,319,880 . 9.799
IV. bDirectors, Officecs and
}ffilil:ed Persons 811.054 1.494
V. Friendly Preferred 2,621,873 4.829
vI. Company Plans 2,501,110 & .607
VII. All Others (Mainly 12,507,600 23.039
Individuals)
TOTALS 54,287,115 100.000
(1) The Shares Controlled figure for Institutional Investors is based on

filings made with the Securities and Exchange Commission indicating sole
and shared voting authority.

(2) Assusing 54,287,115 ghares outstanding.
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Page 4

Two voting scenarios appear below to give you a preliminary indication
of the kind of voting that we anticipate on the Amendments. The first scenario
Voting Scenario A, 15 a worst case scenario. In voting Scenario A each stock-
holder category votes the lowest anticipated percentage of the shares it controls
for Adoption of the Amendments. The second scenario, Voting Scenario B, is a
best case scenario. In Voting Scenario B each stockholder category votes the
highest anticipated percentage of the shares it controls for adoption of the
Amendments. Voting scenario A and Voting Scenario B establish a range of
anticipated voting which begins at 30.8% and end at 58-3% of the outstanding

ghares.
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VOTING SCENARIO A: WORST CASE
SHARBES % OF SHARES . FOR
CONTROLLED - CONTROLLED VOIES
AS AZIOF VOIED AS AXOF
STOCTHOLDER OUTSTANDING FOR QUISTANDING
CATEGORIES SHARES (1) ADOPTION SHARES (1)
1. Institutional
Investors 32.007 15 4.801
II. Banks (other 24,222 65 15.744
than Institutional
Investors)
111.Brokers (?thef 9.799 35 3.430
than Institutional
Investors)
IV.Directors, Officers 100 4
and Affiliated Persons 1.494 1.434
V. Friendly Preferred 4,829 100 4.829
VIi. Company Plans 4.607 95 4,377
VI1. All Others (Mainly
Individuals) 23.039 70 16.127

Final Vote FOR Adoption

(1) Assuming 54,287,115 shares outstanding.
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VOTING SCERARIO B: BEST CASE

SHABES 1 OF SHARES FOR
CONTBOLLED CONTROLLED VOTES
AS A X OF YOIED AS AT CF
$STOCEHOLDER OQUTSTARDING FOR OUTSTANDING
CATECORIES sHARES (1) ADOPTION SBARES (1)
I. Institutional
Investors 32.007 20 6.401
1I. Banks (oc?er ) 24.222 T 9% 18.167
than Institutional
Investors)
'III. Brokers (other 9.799 45 4.410
than Institutional
Iavestors)
IV. Directors, Officers 1.494 100 1.494
and Affiliated Persons
V. Friendly Preferred 4.829 100 4.B829
VI. Coupany P?lans 4.607 100 4,607
VII. All Others (Mainly
Individuals) 23.039 80 18.431

Final Vote FOR Adoption 58.339%

(1) Assuming 54,287,115 shares outstanding.
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