
STATE OF MICHIGAN 
CIRCUIT COURT FOR THE 30TH JUDICIAL CIRCUIT 

INGHAM COUNTY 
 
JENNIFER M. GRANHOLM,    
ATTORNEY GENERAL OF THE STATE  No. 02-1969-CH 
OF MICHIGAN, 
AND        
FRANK M. FITZGERALD, COMMISSIONER OF 
THE OFFICE OF FINANCIAL AND INSURANCE 
SERVICES    
 
    Plaintiffs,  HON. WILLIAM E. COLLETTE  
 
v. 
         
HOUSEHOLD INTERNATIONAL, INC. 
a Delaware corporation,        
 
    Defendant.    
___________________________________________/ 
 

CONSENT JUDGMENT  
 

At a session of said Court held 
in the Courthouse in the City of Lansing,  

Ingham County, Michigan, 
 

ON  DECEMBER 16, 2002 
 

PRESENT:  HONORABLE WILLIAM E. COLLETTE 
                                                                       CIRCUIT JUDGE 

 
 In a session of said court held in the Circuit Court for the County of Ingham, State of 

Michigan on the 16th day of December, 2002, appearing before the Court are Plaintiffs 

JENNIFER M. GRANHOLM, Attorney General of the State of Michigan, and FRANK M. 

FITZGERALD, Commissioner of the Office of Financial and Insurance Services (OFIS), 

(collectively, “the State”) and Defendant Household International, Inc., on behalf of itself, its 

direct and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities, 

successors, and assigns (collectively, “Household”).   
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 The Court has been advised by the parties that this Consent Judgment may be entered and 

finds that: 

I. 

DEFINITIONS 

 For purposes of this Consent Judgment, the following Definitions apply: 

A. "Annual Percentage Rate” or “APR” means the measure of the cost of credit 

expressed as a yearly rate, calculated according to the provisions of the federal Truth- in-Lending 

Act, 15 U.S.C. §1601, et seq., and the regulations promulgated thereunder. 

B. "Balloon Payment” means a scheduled final payment tha t is more than twice as large 

as the average of earlier scheduled monthly payments. 

C.  “Potential Borrower” means an individual who is seeking or receiving information 

about real estate secured credit from Household. 

D.  “Borrower” means an individual who has consummated with Household a real estate 

secured loan transaction. 

E.  “Closing” means the process during which a Borrower executes a note and security 

instrument regarding a lien on real property that is subject to a mortgage loan. 

F.  “Consent Judgment” means any binding and enforceable judgment or other final 

agreement regarding the Lending Practices for the covered Transactions between the Settling 

States and Household, whether judicial or administrative, styled as appropriate under each 

State’s law. 

G.  “Covered Transactions” means the real estate secured loans, including Personal 

Homeowner Loans, and also includes those unsecured Live Check loans which were paid off 



3  

with the proceeds of a Household real estate secured loan, originated by Household’s retail 

lending branches during the period January 1, 1999 through September 30, 2002. 

H.  “Discount Points” means points paid by the Borrower at the time of origination of a 

mortgage loan for the purpose of reducing the interest rate or time-price differential applicable to 

the loan. 

I.  “Home Equity Line of Credit” or “HELOC” means an open-end line of credit, as 

defined in Truth in Lending Regulation Z, 12 C.F.R. §226.2(a)(20), that is secured by real estate. 

J.  “HOEPA” means the federal Home Ownership and Equity Protection Act, 15 U.S.C. 

§1639, including subsequent amendments. 

K.  “Live Check” means an unsolicited negotiable check delivered by Household to a 

consumer who may receive an unsecured loan by negotiating the check. 

L.  “Open-end Credit” means an open-end line of credit as defined in Regulation Z, 12 

C.F.R. § 226, including subsequent amendments. 

M.  “Personal Homeowner Loan” means the Household real estate secured loan product 

that is underwritten in a manner similar to unsecured loans. 

N.  “RESPA” means the federal Real Estate Settlement Procedures Act of 1974, 12 

U.S.C. 2601 et seq., and Regulation X, promulgated pursuant thereto, 24 C.F.R. §3500, including 

subsequent amendments. 

O.  “Settling States” means the States or Commonwealths, including the District of 

Columbia, that file, on or before December 16, 2002, fully executed Consent Judgments 

resolving with Household the matters set forth herein. 

P.  “Subordinate Loan” means a loan secured by a lien on real property that is subject to 

one or more prior liens on the same real property. 
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Q.  “TILA” means the federal Truth-in-Lending Act, 15 U.S.C. §1601 et seq., and 

Regulation Z, promulgated pursuant thereto, 12 C.F.R. §226, including subsequent amendments. 

II. 
 

STIPULATED RECITALS 
 

1. Defendant Household International, Inc. is a Delaware corporation headquartered in 

Prospect Heights, Illinois. 

2. In the ordinary course of business, direct or indirect subsidiaries of Household 

International, Inc., including, Household Finance Corporation, Household Financial Services, 

Inc., and Beneficial Michigan, Inc., have negotiated and entered into Covered Transactions with 

Borrowers.  

3. The Attorney General and Commissioner of OFIS in this state and in other states 

received and investigated consumer complaints, and conducted examinations concerning the 

Covered Transactions.  Those complaints, investigations and examinations related to 

Household’s conduct with respect to the following lending practices (collectively, “the Lending 

Practices”):  

A. Two real estate secured loans made at or near the same date to the same Borrower 

(i.e., “split loans”),  

B. Loan points and origination fees,  

C. Interest rates,  

D. Monthly payment amounts,  

E. Single premium credit and other insurance products,  

F. Prepayment penalties,  

G. Live checks,  
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H. Home equity lines of credit,  

I. Loan billing practices relating to simple interest calculations,  

J. Balloon payments,  

K. Payoff information,  

L. Non English language documentation, and 

M. Net tangible benefit in loan refinancing. 

4. Based upon these investigations and examinations, the State has contemporaneously 

filed a complaint alleging that Household violated the Mortgage Brokers, Lenders and Servicers 

Act, MCL 445.1651 et seq.; the Secondary Mortgage Loan Act, MCL 493.51 et seq.; and the 

Consumer Financial Services Act, MCL 487.2051 et seq. in connection with the Lending 

Practices for the Covered Transactions, and is seeking injunctive and other relief (“the 

Complaint”). 

5. Household denies these allegations and has indicated that it would vigorously defend 

any attempt by the State to assert any claim based on the states’ investigations.  The State and 

Household recognize that any litigation would be protracted, and the result of the litigation 

would be uncertain.   

6. In the interest of resolving the complaints, investigations and examinations in this 

and/or in other states, the parties entered into an agreement in principle dated October 9, 2002 

(“the Agreement in Principle”), which provides for entry of this Consent Judgment. 

7. The parties’ agreement to enter into a consent judgment was contingent upon 

settlement with states representing at least 80% of the dollar volume of real estate secured loans 

originated by Household’s retail lending branches between January 1, 1999 and September 30, 

2002.  This contingency has been satisfied because states filing fully executed consent judgments 
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on or prior to December 16, 2002 constitute at least 80% of that dollar volume, as identified in 

Exhibit “A” attached to this Consent Judgment.   

8. Household and the State have waived their right to appeal from this Consent 

Judgment and have entered into this Consent Judgment voluntarily and state that no promises of 

any kind were made to enter into this Consent Judgment, except as provided herein.   

9. The State and Household have agreed on a basis for the settlement of the Complaint 

and stipulated to entry of this Consent Judgment between the parties without trial or the 

adjudication of the validity of any alleged issue of law or fact.   

10. Household International, Inc. is a Delaware corporation which asserts as follows: that 

it appears herein in order to assure and guarantee the enforcement of the obligations of its 

various direct and indirect subsidiaries which are parties hereto, and further for the purpose of 

satisfying and accomplishing this Consent Judgment; that its appearance shall not constitute or 

be construed as a general submission to the jurisdiction of this state for any other purpose; that 

Household International, Inc. is and will be subject to this Court's jurisdiction for purposes of 

enforcement of this Consent Judgment only, and acts or conduct, if any, of Household 

International, Inc. in executing, fulfilling, or assisting in the fulfillment of this Consent Judgment 

shall not constitute a submission to this Court’s jurisdiction for purposes other than the 

enforcement of this Consent Judgment.  Household agrees to venue in this Court for the purpose 

of satisfying and accomplishing this Consent Judgment.   

11. The State’s Complaint in this matter states claims upon which relief could be granted 

under the provisions of the Mortgage Brokers, Lenders, and Servicers Licensing Act 

(MBLSLA), MCL 445.1651 et seq.; the Secondary Mortgage Loan Act, MCL 493.51 et seq.; and 

the Consumer Financial Services Act, MCL 487.2051 et seq.   
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12. The State and Household agree that all information provided by Household to the 

State, the Administrator or the Monitor, including the Monitor’s Reports, in connection with this 

Consent Judgment or the investigations or examinations referred to in Paragraphs 3 and 4 of the 

Stipulated Recitals of this Consent Judgment is information provided in connection with an 

investigation or an examination of a financial institution or in settlement discussions.   

13. Household and the State agree that the relief set forth in the Consent Judgment, 

including the amount of restitution and the injunctive relief, is a fair and reasonable settlement 

for the claims alleged by the State. 

III. 

ORDER 

 NOW, THEREFORE, based upon the advice and agreement of the parties, and good 

cause appearing,  

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED, AS FOLLOWS: 

1. Upon agreement of the parties, the Court hereby enters this Consent Judgment.   

2. The Court shall retain jurisdiction to enforce the terms and conditions of this Consent 

Judgment.   

3. For purposes of the relief set forth in this Consent Judgment, the Effective Date shall 

be deemed to be December 16, 2002. 

RESTITUTION 

4. Settlement Fund. 

A. Household shall  pay an amount determined in this Paragraph into an interest-

bearing fund for restitution as determined by the Commissioner of OFIS  (“the Settlement 

Fund”).  Household and the State recognize that certain other Settling States have agreed to 
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deposit restitution funds into the California Surplus Money Investment Fund (“CSMIF 

Settlement Fund”).  The total amount of Household’s combined payments into the CSMIF 

Settlement Fund together with Household’s payments to other settlement funds of Settling States 

not participating in the CSMIF Settlement Fund shall be a minimum total of $387,500,000 for 

Settling States representing 80% of the dollar volume of the Covered Transactions as provided in 

Exhibit A.  If Settling States representing more than 80% of the dollar volume of the Covered 

Transactions as provided in Exhibit A enter a Consent Judgment, Household shall increase the 

combined amount of  Household’s payments into the CSMIF Settlement Fund together with 

Household’s payments to other settlement funds of Settling States not participating in the CSMIF 

Settlement Fund to a maximum amount of $484,000,000. 

B. Household shall pay into the Settlement Fund the amount of $15,737,691.00 as 

provided in Exhibit A.  The State shall use the Settlement Fund solely to provide restitution to 

Borrowers or to pay those administrative costs not directly paid by Household, as set forth in the 

Administration Section below.  The State shall have sole discretion to determine the manner in 

which it will provide restitution for the Lending Practices to  Borrowers who had Covered 

Transactions, including criteria for choosing which  Borrowers shall receive any restitution and 

the amount to distribute to each.  The State will determine its own criteria for allocating 

restitution and other relief to a broad number of Borrowers.  The restitution awarded under the 

terms of this Consent Judgment is not and shall not be considered as forgiven debt.  Should there 

be residual funds remaining after initial distribution to  Borrowers and payment of all 

administrative costs and expenses, such funds shall be distributed to Borrowers and shall not 

revert to the State, except that the State shall determine how to use any funds that are associated 

with un-negotiated settlement checks in accordance with state law.   
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C. Household shall fund the Settlement Fund in three equal installments.  The 

amount of each of the three installments shall be one-third (1/3) of the amount to be deposited in 

the Settlement Fund.  The first deposit shall be on or before January 15, 2003. The second 

deposit shall be on or before February 14, 2003.  The third and final deposit shall be on or before 

March 17, 2003.  The State shall send written notice to Household acknowledging receipt of the 

full amount of the funds to be deposited by Household under this Paragraph after receipt of the 

third and final payment. 

D. All monies, including interest income, in the Settlement Fund shall be held in 

trust for the purposes stated in this Consent Judgment. Household shall have no property right, 

interest, claim, or title to the monies in the Settlement Fund or any interest earned thereon once 

they are deposited to the Settlement Fund.  

E. The Settlement Fund is intended for restitution to Borrowers affected by the 

Lending Practices for the Covered Transactions, and for payment or reimbursement of 

administrative expenses that are not covered by Household under Paragraph 28 of this Consent 

Judgment, and does not include any monies for fines, penalties or punitive damages.   

F. The State may apply some or all of its share of the Settlement Fund to purchase 

releases of open-end second liens on split loans currently outstanding with Household where a 

first real-estate secured loan and an open-end second real-estate secured loan were made to the 

same Borrower within a 90 day period and secured by the Borrower’s residence. The release 

from the open-end second lien may be purchased from Household on the basis of the formulae 

provided by Household to the Settling States.  Such formulae will furnish the Settling States the 

ability to obtain the release of the aforementioned liens for Borrowers on either an individual 
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basis or as a group, depending on the Settling State’s criteria for allocating restitution and other 

relief to Borrowers. 

G. The Settlement Fund is intended to be qualified settlement fund within the 

meaning of the Treasury Regulation Section 1.468B-1 of the U.S. Internal Revenue Code of 

1986, as amended. 

5. Prepayment Penalty Relief.  Household shall within 60 days of the Effective Date 

notify Borrowers of its unilateral amendment of the prepayment penalty provisions of all real 

estate secured loan agreements which were closed at its retail lending branches nationwide 

during the period from January 1, 1999 to September 30, 2002 and remain outstanding as of the 

Effective Date, to state that prepayment penalties are not payable after 24 months after 

origination, notwithstanding any provisions setting forth a longer period.  Household warrants 

and represents that to the best of its knowledge Household has ownership, servicing or other 

rights sufficient to effect such a change for all loans closed during the period January 1, 1999 

through September 30, 2002.  If Household closed any such loans after January 1, 1999 or before 

September 30, 2002 for which it lacks control as of the Effective Date to make such change, 

Household shall: 

A. Provide full restitution of the amount of the prepayment penalty to Borrowers who 

incur a prepayment penalty more than two years after the date the loan closed; and  

B. Provide a notice, in a form mutually agreeable to the Settling States, to all such 

Borrowers informing them of their right to this compensation.  The relief provided in this 

Paragraph is separate from and in addition to the Settlement Fund. 
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INJUNCTIVE RELIEF 

Household is hereby enjoined, pursuant to MCL 493.77 and MCL 487.2070, solely in 

connection with the real estate secured retail branch-based operations of its consumer lending 

business of its subsidiaries, Household Finance Corporation and Beneficial Corporation 

operating under the brand names HFC and Beneficial, or any successor names or corporations or 

other successor business entities, or its future acquired or established corporations or other 

business entities engaged in similar real estate secured retail branch-based consumer lending 

activities (allowing reasonable time to conform such acquired business to the terms of this 

Injunctive Relief), as follows: 

6. Loan Fees.  Household shall not charge lender fees of more than five percent (or five 

points) of the loan principal to originate a real estate secured loan, whether in the form of loan 

origination charges, Discount Points, or both.  Household may charge other lender fixed fees at 

origination that are reasonable, relate to the origination of the loan and are allowed by state law.  

Household shall comply with the definition of bona fide Discount Points in the State’s law, if 

any.  This Paragraph shall be in force for a period of three (3) years from the Effective Date. 

7. Rates and Point Options Disclosed.  Whenever Household offers Discount Points in 

connection with a real estate secured loan, Household shall provide written disclosure to 

Potential Borrowers at the earliest possible date of the interest rates available to the Potential 

Borrower and the corresponding Discount Points available to buy down the interest rate (e.g., “1 

point = .X reduction in interest rate”) in a form to be agreed upon by the parties.  

8. Good Faith Estimate.  For all proposed real estate secured loan transactions, as set 

forth in RESPA, Household shall provide to Potential Borrowers, by delivering it by hand or 

mailing it not later than three business days after the Potentia l Borrower’s application is received 
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or prepared, a good faith estimate (“GFE”) of charges that the Potential Borrower is likely to 

incur in connection with Closing the loan.  All charges disclosed by Household in the GFE shall 

bear a reasonable relationship to the charge the Potential Borrower is likely to pay at Closing, 

based upon Household’s knowledge and experience regarding such charges, the total loan 

amount applied for by the Potential Borrower, and any other considerations.  The fees disclosed 

in the GFE shall not vary from the actual fees charged by more than 10%; provided, however, 

that Household shall be bound to any smaller variance required by law.  If the actual fees to be 

paid at Closing are greater than the total amount of fees disclosed on the GFE by more than 10%, 

Household shall re-disclose the GFE, except where the increase is the result of an increase in the 

amount originally applied for by the Potential Borrower.  

9. Representations Regarding Interest Rates and Loan Terms.  Household shall 

represent its loan terms in an accurate and non-deceptive manner.  In particular: 

A. Household shall not make oral or written representations about rates other than 

the contract rate and the true Annual Percentage Rate.  For example, Household may make no 

“effective” rate or “blended” rate comparisons unless the applicable federal law requires such a 

calculation to determine the true Annual Percentage Rate.  

1. “Effective Interest Rate”.  Household shall not represent to any Potential 

Borrower that his or her loan has an “Effective Interest rate” or any similar term.  For purposes 

of this Paragraph, “Effective Interest Rate” shall mean any interest rate, other than the contract 

rate or APR, including a rate of interest that is calculated based on the amount of reduced loan 

interest costs which a Potential Borrower may realize if the Potential Borrower elects to 

accelerate repayment of the loan or is permitted to deduct the loan interest payments from federal 

or state income taxes. 
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2. “Blended rate”.  Household shall not make misleading oral or written 

representations comparing “blended” interest rates purporting to combine the rates on a Potential 

Borrowers’ multiple existing loans which may be consolidated in the transaction with 

Household’s proposed rate.  Nothing in this consent order shall prohibit Household from 

disclosing its own proposed APR as a “blended” or “composite” rate when that is required by the 

Truth in Lending Act or state equivalent.  

B. Household shall not make representations about accelerated payment plans 

without accurate and clear disclosure of the manner in which the accelerated payment plan works 

(i.e., that any accelerated amortization of the loan only occurs by the Borrower making extra or 

larger payments). 

C. Household shall not make representations about anticipated interest savings 

available under a bi-weekly payment plan when the plan is actually semi-monthly, unless the 

amount of the semi-monthly payment creates the anticipated interest savings. 

D. Household shall not unilaterally convert customers from bi-weekly payments to 

semi-monthly payments.  

E. Any comparisons of current and proposed interest rates, monthly payments, and 

total loan costs by Household shall be predicated upon accurate, non-deceptive and clear 

comparisons.   

1. Comparisons of the monthly payments shall exclude taxes and insurance from 

the Potential Borrower’s current mortgage loan, if the Potential Borrower’s current mortgage 

loan escrows those payments and Household does not escrow those payments.   However, if 

Household escrows taxes and insurance in its monthly payment and the Potential Borrower’s 

current mortgage loan does not escrow those payments, comparisons of the monthly payments 



14  

shall include an estimate of the taxes and insurance for the Potential Borrower’s current 

mortgage loan.    

2. Total loan points and lender origination fees to be charged by Household will 

be included in any comparison of monthly payments and total loan cost.   

10. Contemporaneous Secured Second Loans.  Household shall not make a Subordinate 

Loan secured by property within 90 days of making a first lien mortgage loan secured by the 

same property; provided, however, this prohibition shall not apply when the first lien mortgage 

loan is a purchase money mortgage loan.  

11. Unsecured Side Loans.   

A. Household shall not make an unsecured side loan to any Potential Borrower, 

except in the following circumstances:  

1. The Potential Borrower assents and agrees to accept the real estate secured 

loan and the unsecured loan; 

2. The unsecured loan provides a benefit to the Potential Borrower; and 

3. The unsecured loan is not triggered by the Potential Borrower’s need to pay 

Closing costs or lender fees related to the real estate secured loan.   

B. If Household approves the Potential Borrower’s application for a real estate 

secured loan for an amount lower than that for which the Potential Borrower applied, Household 

may offer an unsecured loan with the real estate secured loan if and only if Household makes a 

counteroffer to the Potential Borrower of a loan amount where the counteroffer consists of a real 

estate secured loan and an unsecured loan. 
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C. When a real estate secured loan and an unsecured loan are Closed with the 

Borrower on the same day, Household shall take reasonable steps to ensure that the Borrower 

understands that there are two separate loans, including: 

1. Ensuring that the loan documents are executed in separate transactions at 

Closing; 

2. Confirming the Borrower’s understanding that there are two separate 

transactions at Closing by obtaining acknowledgment, in writing, that the Borrower was advised 

by Household prior to Closing that the Borrower would enter into two separate loans; and 

3. Ensuring that an Independent Loan Closer will conduct each loan Closing. 

12. Balloon Payments.   

A. Household shall provide a written disclosure in the form substantially similar to 

Exhibit “B” attached hereto, and which shall state: 

1. The amount of the minimum monthly payment; 

2. The amount of the Balloon Payment that will result from the Borrower making 

only the minimum monthly payments; 

3. The amount of the monthly payment necessary to avoid a Balloon Payment at the 

end of the scheduled loan term; and 

4. That the information and amounts provided in the disclosure assume that: 

a. The Borrower takes no further advances under the line of credit; 

b. The Borrower makes all payments in a timely manner; and 

c. The interest rate on the line of credit is not changed. 

B. Prior to Household’s implementation of the written disclosure described in 

Paragraph 12(A), Household shall provide a written disclosure to all Potential Borrowers who 
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apply for a HELOC within three days of submitting an application that states that, if a Borrower 

makes only the minimum monthly payments required under the HELOC, (1) the Borrower will 

not pay off the initial advance on the HELOC by the end of the scheduled term, and (2) the 

Borrower will be obligated to make a Balloon Payment at the end of the scheduled loan term. 

13. Canceling HELOCs.  Household shall permit Borrowers to cancel and terminate a 

real estate secured Open-end Credit at any time.  Household shall adequately disclose to 

Borrowers the procedure it requires to cancel and terminate any real estate secured Open-end 

Credit.   

14. Independent Loan Closer.  Household shall revise its real estate secured loan Closing 

procedure in its branch offices to include use of an “Independent Loan Closer.”  The Independent 

Loan Closer may be a third party or an employee of Household so long as the Independent Loan 

Closer does not report to Household’s sales management and the Independent Loan Closer’s 

compensation is not based on the terms of the loan.  Further, a Household employee serving as 

an Independent Loan Closer shall not be compensated based upon the volume of loan closings. 

15. Prepayment Penalties.  Subject to Paragraph 37: 

A. Household may not enter into any real estate secured loan agreement under which 

a prepayment penalty is imposed on a Borrower (“Prepayment Loan”) unless Household 

discloses to the Potential Borrower, in writing within three days of the submission of the 

application: 

1. That the Borrower may be eligible for a real estate secured loan that does not 

contain a prepayment penalty (“Non Prepayment Loan”);  

2. The interest rate differential between a Prepayment Loan and a Non 

Prepayment Loan, if such loan is available; 
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3. The circumstances which would trigger the imposition of a prepayment 

penalty on the proposed Prepayment Loan; and  

4. The maximum dollar amount of the prepayment penalty that could be imposed 

on the proposed Prepayment Loan based upon the amount applied for. 

B. Household shall not charge a prepayment penalty on a real estate secured loan if 

the existence of the penalty was not fully and timely disclosed in accordance with this Paragraph. 

C. No Household real estate secured loan shall contain a prepayment penalty term 

greater than 24 months from the date of loan origination.   

D. Household shall calculate all prepayment penalties in accordance with state law.  

For any real estate secured loan, if the state law is silent on the method of calculation of a 

prepayment penalty, the prepayment penalty shall be calculated on the amount outstanding at the 

time of prepayment.  

16. Net Tangible Benefit.   Household shall not enter into any real estate secured loan that 

does not provide a net tangible benefit to the Borrower, i.e., a loan that does not result in a 

monetary benefit to the Borrower, taking into consideration the totality of the circumstances, 

including, but not limited to, the loan product and the Borrower’s stated loan objectives, 

repayment ability, current and expected income and current obligations.    

17. Repeat Refinancing.  Household shall not charge loan Discount Points or origination 

points and fees (other than third party fees permitted by the applicable state law) on the original 

amount of any real estate secured loan used to refinance an existing real estate secured loan 

owned by Household or by any lending subsidiary of Household that was originated or 

refinanced within 12 months of the current refinancing; provided, however, that Household may 

refund all lender origination points and fees and Discount Points paid by the Borrower on the 
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original loan amount and charge origination points and fees or Discount Points on the total 

amount of the new real estate secured loan if the points and fees paid on the original loan amount 

are equal to, or exceed, the points and fees to be charged on an equal amount for being 

refinanced in the new loan. 

18. Credit Insurance Sales.   

A. Household shall not sell or finance any single premium credit insurance on real 

estate secured loans.   

B. Household’s operational systems, training, and scripts shall direct account 

executives of Household to disclose monthly loan payments without the monthly cost of credit 

insurance before disclosing the monthly loan payment with the monthly cost of credit insurance.  

Household shall establish procedures so that its employees fully explain credit insurance 

coverage and disclose that all insurance products are optional.  

C. On each monthly account statement provided to a Borrower for a real estate 

secured loan, Household shall separately identify the amount of the monthly credit insurance 

premium that the Borrower is paying.   

19. “Live Checks”.  

A. Household shall not, directly or indirectly mail or send Live Checks to any 

Potential Borrower unless such checks contain the following disclosure in 12 point bold face 

type, on the front and back of the check, unless otherwise required by applicable law:  “Signing 

this check will result in a loan that must be repaid with interest and fees.”  (Household will 

include “and fees” language on the check only if fees are charged in connection with the loan.) 

B. Household shall not create or issue any Live Check products that contain a 

prepayment penalty. 
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20. Billing Statement Practices. 

A. On a one-time basis, Household shall allocate all interest short amounts existing 

on the Effective Date in its real estate secured, closed end simple interest loan portfolio into a 

Deferred Interest Account. 

B. The amount of deferred interest and any interest short as of the date of the last 

payment shall be disclosed on the Borrower’s monthly billing statement. 

C. Household shall continue to allocate interest short to the Deferred Interest 

Account no less often than on a quarterly basis except to the extent that a full payment (or 

equivalent) must be made in the quarter for the reallocation to occur.  Household shall separately 

provide the Settling States with its definition of "equivalent" payment, and any revised 

definition.  Such information shall be deemed proprietary and confidential. 

D. Borrowers shall remain liable for repayment of the deferred interest.   

E. Household agrees that it will require third-party purchasers or servicers of 

Household loans to service the loans in accordance with this Paragraph. 

F. Household shall not change a Borrower’s payment date without disclosing the 

new payment date and obtaining the Borrower’s consent. 

21. HOEPA Disclosures. 

A. “HOEPA Loan” means a loan that is subject to the provisions of 15 U.S.C. § 

1639, as defined by 15 U.S.C. § 1602(aa).   

B. Household shall develop systems and reasonable safeguards to provide HOEPA 

disclosures on all HOEPA loans, including notice of right to rescind. 

22. Best Rate Available.  Household shall provide Borrowers with the lowest rate 

applicable to a Household real estate secured product for which the Borrower’s credit qualifies. 
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23. Disclosures Generally.  Household shall establish forms and procedures, 

including a one page loan summary of key terms, that simplify and improve real estate secured 

loan disclosures to Potential Borrowers and Borrowers and that ensure that information is 

accurate and presented clearly and conspicuously in a timely manner. 

24. Spanish Language Documents.  Household shall provide Spanish language loan 

documents in all branch offices that are certified by Household to conduct Spanish language 

transactions.  Household employees shall be instructed and trained to not speak Spanish in 

connection with its loan transactions unless certified to do so.  In all such certified offices 

Household shall ensure that the Independent Loan Closer is certified to conduct Spanish 

language transactions.  Household shall also make available a one-page loan disclosure of key 

terms in Spanish in certified branch offices to those Borrowers whose primary language is 

Spanish.  Household shall make available in each of its branch offices the addresses and phone 

numbers of Spanish certified branch offices within a 50 mile radius of that branch.  Household 

will continue to work with the multi-state group to more fully develop its assistance to Spanish 

speaking Borrowers. 

25. Timely Payoff Information.   

A. Household shall provide payoff information to Borrowers or their authorized 

representatives on all underlying liens held by Household, within five business days of a 

Borrower’s written request, or as specifically permitted by state or federal law.  Subject to 

Paragraph 37, Household shall inform Borrowers that requests by mortgage brokers or other 

agents must be in writing and must include a written authorization from the Borrower to provide 

the requested information.  
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B. Payoff information requested directly by a Borrower in person at a branch 

location shall be provided as promptly and accurately as is practicable. 

SETTLEMENT ADMINISTRATION 

26. Claims Process.  The State shall determine the procedures to send notices and 

allocate restitution to eligible Borrowers.   

27. State Authority.  The relief, including, all payments by Household to the funds or 

accounts established by this Consent Judgment, are in response to and in compliance with the 

State’s authority to regulate lending subsidiaries of Household and the State’s police powers. 

28. Procedures for Administration of the Settlement.  

A. Household shall choose and retain an administrator (“the Administrator”) to 

administer the process of providing restitution to Borrowers.  For the purpose of protecting the 

proprietary and customer information to be provided to it by Household, the Administrator shall 

be solely an agent of Household.  The identity and contract of the Administrator and any 

successor administrator shall be subject to the approval of two-thirds (2/3) of the number of 

Settling States.  Household shall select the Administrator in a prompt manner in cooperation with 

the Settling States. 

B. Each state shall determine its own criteria and procedures for allocation and 

disbursement of the Settlement Fund and other funds, and shall have authority to direct the 

Administrator with respect to the distribution of that state's funds.  The Administrator shall 

provide notice to Borrowers and distribute the State’s share of the Settlement Fund in accordance 

with the instructions provided by the State. 

C. Within 10 business days after the Effective Date, Household shall establish and 

fund a separate administrative fund (“the Administrative Fund”) for payment of the 
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Administrator’s administrative fees and expenses.  The amount of Household’s contribution to 

the Administrative Fund shall be calculated on a per state basis in an amount equal to the greater 

of 2% of each settling state’s pro rata share of the Settlement Fund or $20,000.  The State’s share 

of the Administrative Fund is $314,753.82.  Any fees or expenses of the Administrator in excess 

of the amount that Household is required to pay for administrative fees and expenses allocable to 

the State under this Consent Judgment shall be paid from the State’s share of the Settlement 

Fund, and shall not be a separate debt of the State.  In addition, Household shall be responsible 

for any costs of the Administrator, including attorneys’ fees and costs of litigation, related to 

maintaining the confidentiality of customer and proprietary information against third party 

requests. 

D. Upon selection of the Administrator and establishment of the Administrative 

Fund, Household shall provide the Administrator with an initial payment from the 

Administrative Fund in an amount to be agreed upon with the Settling States.  Thereafter, the 

Administrator will be paid from the Administrative Fund as provided in the Administrator’s 

agreement with Household, and will send copies of all bills to the State.  

E. Household shall provide to the Administrator all information reasonably 

necessary for the administration of the State’s relief process, in accordance with the following 

procedure:   

1. The Settling States shall provide Household with a uniform data request that 

identifies the information and data reasonably necessary for the majority of the Settling States to 

design and implement their restitution plans.  Household shall provide the States with the 

reasonably available uniform data requested, not including the name and identifying information 
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of each Borrower, within a reasonable time not to exceed 60 days after receipt of the Settling 

States’ request.   

2. Should the State seek additional, non-uniform data that is reasonably 

necessary to design or implement the State’s restitution plan, Household shall provide that 

information which is reasonably available, not including the name and identifying information of 

the Borrower, to the State within a reasonable time after complying with the uniform data 

request, which time shall not exceed the later of: (i) 30 days after complying with the uniform 

data request in accordance with Paragraph 28(E)(1); or (ii) 45 days after receipt of the non-

uniform data request.  Household may request an extension of time to respond to a non-uniform 

data request from the State; consent by the State shall not be unreasonably withheld. 

3. Household shall provide to the Administrator all data, including the name and 

identifying information of each Borrower, and other information that is reasonably necessary to 

design or implement the State’s restitution plan.   

4. Household shall promptly comply with all reasonable requests for information 

from the State that are necessary to design or implement the restitution provided in this Consent 

Judgment in accordance with Paragraphs 28(E)(1) and (2).  The Administrator or Household 

shall provide information about individual Borrowers, including the name and identifying 

information about Borrowers, if:  (1) the information is needed to implement the restitution plan 

of the State; (2) the information is used by the State solely for the purpose of contacting 

Borrowers to inform the Borrowers about the restitution offer; and (3) consists solely of 

identifying information about Borrowers who have failed to respond to two or more written 

notices about the restitution offer.  Information provided to the State that includes personal 

identifying information of a Borrower shall be considered non-public, confidential data not 
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subject to disclosure under the Freedom of Information Act, MCL 15.231 et seq.  Household is 

ordered herein to provide this information under 15 U.S.C. § 6802(e) (1)(A), (5) and (8) of the 

Gramm-Leach-Bliley Act. 

5. Household shall warrant to the State at the time of supplying data to the 

Administrator that the data is complete and accurate.  If Household supplies data that is 

incomplete or inaccurate and that results in a Borrower receiving no restitution or less restitution 

than the Borrower would have been entitled to under the State’s restitution plan if complete and 

accurate data had been provided, Household shall be responsible for the difference between the 

restitution received by the Borrower, if any, and the amount that should have been paid had 

complete and accurate data been provided. 

6. Household and the Administrator shall provide the State with the following 

information regarding administration of the Settlement Fund and the Administrative Fund: 

A. A copy of the contract between Household and the Administrator prior to its 

execution, for review and approval by 2/3 of the number of the Settling States. 

B. A full and complete quarterly accounting of all charges and fees allocated to and 

charged against the State’s designated Administrative Funds paid by Household. 

C. The Administrator shall permit reasonable onsite inspections by the Settling 

States on the premises of the Administrator to verify the notices and disbursements. 

D. The Administrator shall confer with the State regarding administration of the 

State’s restitution program.  When the Administrator is prepared to distribute some or all of the 

restitution to the State’s Borrowers, the Administrator shall notify the State.  Following receipt of 

notice, the State shall cause some or all of the Settlement Fund to be transferred to the 

Administrator.  The Administrator shall hold all settlement funds in an interest bearing trust 
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account with a federally insured deposit institution.  Upon receipt of settlement funds, the 

Administrator shall immediately issue and mail restitution checks to Borrowers.  The 

Administrator shall provide to the State monthly account reconciliation reports setting forth the 

checks that have cleared since the last report and the uncleared checks outstanding on the date of 

the report.  Upon order from the State, the Administrator shall issue stop payment orders on any 

uncleared checks and return all remaining funds to the State.  Interest earned on the funds held 

by the Administrator shall be distributed pro rata to the Borrowers or returned to the State for use 

consistent with this Consent Judgment. 

MONITORING 

29. Implementation Timeline.   Household anticipates that it will phase in the changes 

required by this Consent Judgment no later than December 31, 2003.    

30. Oversight and Compliance. 

A. Retention of the Monitor. 

1. Within 120 days of the Effective Date, Household shall propose an 

independent entity to monitor Household’s compliance with this Consent Judgment (“the 

Monitor”) to the Settling States for their approval.  During such time, Household and the Settling 

States shall mutually agree to the procedures to be employed by the Monitor, but in no event 

shall such agreement occur later than 90 days after the Effective Date.  Agreement to said 

procedures shall be signified by consent of two-thirds of the number of Settling States. 

2. Within 15 days of Household’s submission of the proposed Monitor (which 

shall include the proposal submitted to Household by the proposed Monitor), the States shall 

indicate whether the proposed Monitor is approved as signified by two-thirds vote of the number 

of Settling States.  If the Settling States do not approve the proposed Monitor, Household shall 
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submit an alternative proposed Monitor within 30 days.  The Settling States shall indicate 

whether the alternative proposed Monitor is approved, as signified by two-thirds vote of the 

number of Settling States, within 10 days of said submission to the Settling States. 

3. For the purpose of protecting the customer information and proprietary 

Household information provided to the Monitor by Household, the Monitor shall be an agent of 

Household.  Any customer and Household proprietary information shall remain the sole property 

of Household. 

4. Within 15 days of the Effective Date, the Settling States shall designate a 

Compliance Committee consisting of no more than seven individuals.  The Compliance 

Committee shall substitute representation as necessary. 

5. Household shall pay the full cost of the Monitor, including expenses and staff 

support, except as provided herein.  Household’s financial obligation under this Paragraph is 

limited to the amounts set forth in its contract with the Monitor, plus any sums required for such 

additional work as agreed upon by Household and the Compliance Committee.  Agreement for 

additional work shall not be unreasonably withheld; provided, however, in no event shall the cost 

of the additional work increase the contract amount by more than 15% of the Monitor’s annual 

base contract rate. 

B. Powers of the Monitor 

1. Household shall provide to the Monitor (in a form, schedule, and through a 

collection method of the Monitor’s choosing) access to any and all documents requested by the 

Monitor.  With regard to a sampling of loans, the Monitor will request that number of loans 

needed for a 95% confidence level, with an error tolerance of plus or minus 5%.  If the sample 

demonstrates a level of violations in any of Household’s undertakings set forth in the Injunctive 
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Relief section of this Consent Judgment, within a state or taking all states into consideration, of 

10% or greater (hereinafter, a “Violation”), the State may request that the Monitor increase the 

loan sample and confidence level upon notice to Household, but without Household’s consent.  

2. If, at any time, the Monitor determines that interviews with one or more 

Household employees are necessary to determine whether Household is in compliance with this 

Consent Judgment, Household shall make a reasonable number of such persons available for 

telephonic or in-person interview within fourteen business days of the Monitor’s request. 

3. At such times that the Monitor makes an inspection of Household documents, 

files and other materials, Household shall provide the Monitor with private workspace and access 

to a photocopier.   

4. The Monitor shall review data to determine whether Household has complied 

with this Consent Judgment for the period six months after the Effective Date, for the subsequent 

six month period, and for the four annual periods thereafter.  The Monitor shall issue reports 

setting forth its findings of each review to the Settling States (“Monitor’s Reports” or “Reports”), 

with copies submitted simultaneously to Household’s undersigned counsel within a reasonable 

time after completion of each review.  The Reports shall include (i) the Monitor’s determination 

as to whether Household is in Violation of this Consent Judgment, and (ii) the factual basis for 

that determination.  Prior to the issuance of any Report, the Monitor shall confer with Household 

and the Settling States regarding the review. 

C. Enforcement of this Consent Judgment. 

1. Except as otherwise provided herein, the Monitor’s Report may be used by the 

State in any court hearing, trial, or other proceeding relating to this action, and shall be  

admissible in evidence if there is a Violation of Household’s undertakings set forth in this 
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Consent Judgment.   The Monitor’s Report with respect to a particular Violation shall not be 

admissible or used for any purpose by the State if Household cures the Violation within a 

reasonable time, which shall be no fewer than 30 days and no greater than 90 days after receipt 

of the Report, provided however that Household shall not be afforded an opportunity to cure for 

the purpose of preventing the State from using the Monitor’s Report when the Violation is a 

Repeat Violation.  A Repeat Violation shall be a 10% or more failure rate in the same issue of 

the Consent Judgment in any one state in more than one Report.  Those portions of the Monitor’s 

Reports dealing with a Violation of a particular issue of the Consent Judgment shall be 

admissible when there is a Repeat Violation in that same issue of the Consent Judgment. 

2. Nothing in this Consent Judgment limits the right of the State to perform 

investigations or examinations independent of the investigations performed by the Monitor.   

D. Retention of Documents.  Household shall retain, and have available for 

inspection, for a period of three years from the date of the document or the Effective Date of this 

Consent Judgment, whichever is later, all material records and documents reasonably necessary 

to document its compliance with this Consent Judgment.   

31. Employee Training.  Household shall provide employee training, which shall include 

training on the terms of, and compliance with, the Consent Judgment.  Household shall modify 

its employee manuals to be consistent with the requirements of the Consent Judgment. 

RELEASES 

32. Releases from Borrowers.  Each Borrower who receives a payment from the 

Settlement Fund shall first execute the following general release of Household:  “In 

consideration for the restitution received, I hereby release Household from all civil claims and 

causes of action which I may have as of the date of this release agreement, in contract, in tort 
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(including, but not limited to, personal injury and emotional distress), in statute, regulation or 

common law, and whether in an administrative or judicial proceeding, whether known or 

unknown, threatened or unasserted, that arise from or are related to the restitution received or the 

following lending practices by Household in connection with real estate secured loans originated 

by Household’s retail branches from January 1, 1999 through September 30, 2002:  Household’s 

conduct with respect to multiple real estate secured loans that are made at or near the same date 

to the same Borrower (i.e., “split loans”), loan points and origination fees, interest rates, monthly 

payment amounts, single premium credit and other insurance products, prepayment penalties, 

loans offered through a negotiable check (i.e., “live checks”), home equity lines of credit, loan 

billing practices relating to simple interest calculations, balloon payments, payoff information, 

non English language documentation, and net tangible benefit in loan refinancing.  

Notwithstanding this release, I may affirmatively or defensively assert any claim or defense that 

I have with respect to my loan with Household in response to a judicial or threatened non-

judicial foreclosure, including those related to the lending practices listed in this release.  

However, I agree that the otherwise released claims cannot form the basis for an affirmative 

monetary recovery to me against Household.  For purposes of this release, “Household” means 

Household International, Inc., Household Finance Corporation, Beneficial Corporation, and their 

direct and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities, 

successors, and assigns. 

The release shall be written in both English and Spanish.    

33. Release from the State.  The relief to be provided by Household in this Consent 

Judgment resolves all civil investigations and proceedings, if any, by the Michigan Attorney 

General’s Office and Office of Financial and Insurance Services that have been or could have 
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been brought based upon the Lending Practices for the Covered Transactions.  To the extent that 

the Settling States received complaints relating to a Live Check that was issued during the time 

period January 1, 1999, through September 30, 2002, regarding Household's failure to disclose 

that the Live Check was a loan, the claims are released.  This release is effective only upon 

Household’s completing full funding of the Settlement Fund.  This release does not include: 

A. A waiver or release of any civil or administrative claims, regulatory matters, or 

causes of action based on Household’s practices, acts, or omissions that are not based upon the 

Lending Practices with respect to the Covered Transactions.   

PAYMENT TO STATE 

34. Other Funds.  Any investigative fees or other costs of any State agency with respect 

to the Lending Practices which Household may be obligated to pay shall be deemed to have been 

paid in full pursuant to this Paragraph with respect to the Lending Practices for the Covered 

Transactions.  Household shall pay the Commissioner of the Office of Financial and Insurance 

Services ("OFIS") $250,000.00 for reimbursement of the costs and expenses of investigation, 

enforcement, litigation incurred by OFIS.  To the extent the $250,000 may exceed OFIS' costs 

and expenses, the money shall be held by OFIS in a restricted fund to be used at the discretion of 

the Commissioner by OFIS for investigations, enforcement actions, or litigation under the 

Commissioner's regulatory authority.  

MISCELLANEOUS 

35. Household shall work with the Settling States to more fully develop timely loan 

disclosures related to this Consent Judgment  -- specifically the prepayment penalty disclosure, 

Discount Points disclosure, balloon payment disclosure and one-page loan summary of key 

terms.   
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36. Household and the Settlings States reserve the right to change the Monitor or 

Administrator upon approval by Household and two-thirds of the number of Settling States.  The 

Settling States reserve the right to remove the Administrator upon approval of two-thirds of the 

number of Settling States.  A successor Administrator shall be selected in accordance with the 

provisions of Paragraph 28(A). 

37. Compliance with State and Federal Law and Prior Agreements.  Nothing in this 

Agreement shall relieve Household of its obligation to comply with applicable state and federal 

law.  Where state statutes or regulations, letters of understanding or agreements with Household, 

entered into and in force with a state regulator or state agency of this State, provide greater 

consumer protections than the terms or provisions included in this Consent Judgment, the state 

statutes, regulations, letters of understanding or agreements with Household shall govern.   

38. Modification of the Stipulation and Consent Judgment and Order of Injunctive Relief.  

This Consent Judgment may be modified only by order of this Court.  After making a good faith 

effort to obtain the concurrence of the other party for the requested relief, Household or the State 

may petition the Court for modification of the terms and conditions of this Consent Judgment.   

39. Limitation on Use of Information from Household.  The Agreement in Principle, this 

Consent Judgment, and any information provided by Household in the course of negotiating the 

Agreement in Principle or this Consent Judgment shall not be used as an admission of, or 

evidence of, the validity of any alleged wrongdoing or liability, or as an admission of, or 

evidence of, any alleged fault or omission by Household, in any civil, criminal or administrative 

proceeding in any court, administrative agency, arbitration or other tribunal, except as expressly 

provided in this Consent Judgment.  The Agreement in Principle, this Consent Judgment and any 

information provided by Household in the course of negotiating the Agreement in Principle or 
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this Consent Judgment shall not be used as any basis for the denial of any license, authorization, 

approval or consent that may be required by Household under any states’ lending, banking, 

insurance or similar financial laws or regulations, except as expressly provided in this Consent 

Judgment,.  

40. Confidentiality of Information.  If the State receives a request for documents provided 

by Household relative to the subject matter of the investigations or examinations referred to in 

Paragraphs 3 and 4 of the Stipulated Recitals of this Consent Judgment, the negotiation of the 

Agreement in Principle or this Consent Judgment, the Monitor’s Reports, or information 

obtained by the Administrator or Monitor in connection with this Consent Judgment, the State 

shall comply with applicable disclosure laws and promptly provide notice of such request that 

will afford Household the reasonable opportunity to assert that the documents subject to the 

request are exempt from disclosure.   

41. Service of Notices and Process.  Service of notices and process required by this 

Consent Judgment, or its enforcement shall be served on the following persons, or any individual 

subsequently designated by the parties: 

A. Household 

Corporate Secretary 

Household Finance Corporation 

2700 Sanders Road 

Prospect Heights, Illinois  60070 

(Telephone)  847 564 5000 

 

 










