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FORWARD-LOOKING STATEMENTS 

Forward-looking statements in our public filings or other public statements are subject to known and unknown risks, uncertainties and other factors which may
cause our actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. These forward-looking statements were based on various factors and were derived utilizing numerous important assumptions
and other important factors that could cause actual results to differ materially from those in the forward-looking statements. Forward-looking statements include
the information concerning our future financial performance, business strategy, projected plans and objectives. Statements preceded by, followed by or that
otherwise include the words "believes", "expects", "anticipates", "intends", "projects", "estimates", "plans", "may increase", "may fluctuate" and similar
expressions or future or conditional verbs such as "will", "should", "would", "may" and "could" are generally forward-looking in nature and not historical facts.
You should understand that the following important factors and assumptions could affect our future results and could cause actual results to differ materially from
those expressed in such forward-looking statements:

• terrorist attacks, such as the September 11, 2001 terrorist attacks on New York City and Washington, D.C., other attacks, acts of war or measures
taken by governments in response thereto may negatively affect the travel industry and our financial results and could also result in a disruption in
our business; 

• the effect of economic or political conditions or any outbreak or escalation of hostilities on the economy on a national, regional or international
basis and the impact thereof on our businesses; 

• the effects of a decline in travel, due to political instability, war, pandemic illness, adverse economic conditions or otherwise, on our travel related
businesses; 

• the effects of a decline in the volume or value of U.S. existing home sales, due to adverse economic changes or otherwise, on our real estate
related businesses; 

• the effects of changes in current interest rates, particularly on our real estate franchise, real estate brokerage and mortgage businesses and on our
financing costs; 

• the final resolution or outcome of our unresolved pending litigation relating to the previously announced accounting irregularities; 

• our ability to develop and implement operational, technological and financial systems to manage growing operations and to achieve enhanced
earnings or effect cost savings; 

• competition in our existing and potential future lines of business and the financial resources of, and products available to, competitors; 

• our ability to reduce quickly our substantial technology costs and other overhead costs in response to a reduction in revenue, particularly in our
computer reservations, global distribution systems, vehicle rental and real estate brokerage businesses; 

• our ability to provide fully integrated disaster recovery technology solutions in the event of a disaster; 

• our ability to integrate and operate successfully acquired and merged businesses and risks associated with such businesses, including the
acquisition of substantially all of the assets of Budget Group, Inc., the compatibility of the operating systems of the combining companies, and the
degree to which our existing administrative and back-office functions and costs and those of the acquired companies are complementary or
redundant;
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• our ability to obtain financing on acceptable terms to finance our growth strategy and to operate within the limitations imposed by our financing
arrangements and to maintain our credit ratings; 

• competitive and pricing pressures in the travel industry, including the vehicle rental and global distribution and online travel services industries; 

• changes, if any, in the vehicle manufacturer repurchase arrangements in our Avis and Budget vehicle rental business; 

•



the performance of Trilegiant Corporation, which is included in our consolidated results as of July 1, 2003 despite our limited ability to control the
operations of Trilegiant; 

• filing of bankruptcy by or the loss of business of any of our significant customers, including our airline customers, and the ultimate disposition of
UAL Corporation's bankruptcy reorganization; 

• an increase in efforts by our global distribution system travel suppliers to bypass our distribution systems, which could result in declines in
booking fees in our travel distribution business; 

• in relation to our management and mortgage programs, (i) the deterioration in the performance of the underlying assets of such programs, (ii) the
impairment of our ability to access the principal financing program for our vehicle rental subsidiaries if General Motors Corporation or Ford
Motor Company should not be able to honor its obligations to repurchase a substantial number of our vehicles and (iii) our inability to access the
secondary market for mortgage loans or certain of our securitization facilities and our inability to act as servicer thereto, which could occur in the
event that our or PHH's credit ratings are downgraded below investment grade and, in certain circumstances, where we or PHH fail to meet certain
financial ratios; and 

• changes in laws and regulations or the applications thereof, including changes in accounting standards; global distribution services rules;
telemarketing and timeshare sales regulations; state, international and federal tax laws; privacy policy regulations or other laws that impact our
businesses.

Other factors and assumptions not identified above were also involved in the derivation of these forward-looking statements, and the failure of such other
assumptions to be realized as well as other factors may also cause actual results to differ materially from those projected. Most of these factors are difficult to
predict accurately and are generally beyond our control.

You should consider the areas of risk described above in connection with any forward-looking statements that may be made by us and our businesses
generally. Except for our ongoing obligations to disclose material information under the federal securities laws, we undertake no obligation to release
publicly any revisions to any forward-looking statements, to report events or to report the occurrence of unanticipated events unless required by law.
For any forward-looking statements contained in any document, we claim the protection of the safe harbor for forward-looking statements contained in
the Private Securities Litigation Reform Act of 1995.
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

INDEPENDENT ACCOUNTANTS' REPORT 

To the Board of Directors and Stockholders of
Cendant Corporation
New York, New York

We have reviewed the accompanying consolidated condensed balance sheet of Cendant Corporation and subsidiaries (the "Company") as of September 30, 2003,
the related consolidated condensed statements of income for the three and nine month periods ended September 30, 2003 and 2002, and the related consolidated
condensed statements of cash flows for the nine month periods ended September 30, 2003 and 2002. These financial statements are the responsibility of the
Company's management.

We conducted our reviews in accordance with standards established by the American Institute of Certified Public Accountants. A review of interim financial
information consists principally of applying analytical procedures to financial data and of making inquiries of persons responsible for financial and accounting
matters. It is substantially less in scope than an audit conducted in accordance with auditing standards generally accepted in the United States of America, the
objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to such consolidated condensed financial statements for them to be in
conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated balance sheet of the
Company as of December 31, 2002, and the related consolidated statements of income, stockholders' equity, and cash flows for the year then ended (not presented
herein); and in our report dated February 5, 2003 (March 3, 2003 as to the subsequent events described in Note 31), we expressed an unqualified opinion (and
included an explanatory paragraph with respect to the adoption of the non-amortization provisions for goodwill and other indefinite lived intangible assets, the
modification of the accounting treatment relating to securitization transactions and the accounting for derivative instruments and hedging activities and the
revision of certain revenue recognition policies, as discussed in Note 1 to the consolidated financial statements) on those consolidated financial statements. In our
opinion, the information set forth in the accompanying consolidated condensed balance sheet as of December 31, 2002 is fairly stated, in all material respects, in
relation to the consolidated balance sheet from which it has been derived.

/s/ Deloitte & Touche LLP
New York, New York
November 5, 2003
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CONSOLIDATED CONDENSED STATEMENTS OF INCOME
(In millions, except per share data) 

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  

2003

 

2002

 

2003

 

2002

 
Revenues              
 Service fees and membership, net  $ 3,516 $ 2,799 $ 9,476 $ 7,299 
 Vehicle-related   1,538  1,034  4,211  2,905 
 Other   8  6  49  34 
      
Net revenues   5,062  3,839  13,736  10,238 
      

Expenses              
 Operating   2,596  2,008  7,010  4,701 
 Vehicle depreciation, lease charges and interest, net   651  523  1,865  1,532 
 Marketing and reservation   491  379  1,312  1,059 
 General and administrative   358  301  1,038  876 
 Non-program related depreciation and amortization   129  121  387  337 
 Non-program related interest, net:              
  Interest expense, net   75  68  234  194 
  Early extinguishment of debt   4  4  58  42 
 Acquisition and integration related costs:              
  Amortization of pendings and listings   5  45  12  239 
  Other   15  11  30  24 
      
Total expenses   4,324  3,460  11,946  9,004 
      

Income before income taxes and minority interest   738  379  1,790  1,234 
Provision for income taxes   248  121  596  414 
Minority interest, net of tax   4  8  17  16 
      
Income from continuing operations   486  250  1,177  804 
Income from discontinued operations, net of tax   —  —  —  51 
Loss on disposal of discontinued operations, net of tax   —  —  —  (256)
      
Income before cumulative effect of accounting change   486  250  1,177  599 
Cumulative effect of accounting change   (293)  —  (293)  — 
      
Net income  $ 193 $ 250 $ 884 $ 599 
      
Earnings per share              
 Basic              
  Income from continuing operations  $ 0.48 $ 0.24 $ 1.15 $ 0.79 
  Cumulative effect of accounting change   (0.29)  —  (0.28)  — 
  Net income   0.19  0.24  0.87  0.59 
 

Diluted              
  Income from continuing operations  $ 0.47 $ 0.24 $ 1.13 $ 0.77 
  Cumulative effect of accounting change   (0.28)  —  (0.28)  — 
  Net income   0.19  0.24  0.85  0.58 

See Notes to Consolidated Condensed Financial Statements.
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Cendant Corporation and Subsidiaries
CONSOLIDATED CONDENSED BALANCE SHEETS

(In millions, except share data) 

  

September 30,
2003

 

December 31,
2002

 
Assets        
Current assets:        
 Cash and cash equivalents  $ 1,004 $ 126 
 Restricted cash   413  307 

Receivables, net   1,480  1,457 



 
 Deferred income taxes   337  334 
 Other current assets   995  1,134 
    

Total current assets   4,229  3,358 

Property and equipment, net   1,742  1,780 
Deferred income taxes   852  1,115 
Goodwill   10,857  10,699 
Other intangibles, net   2,413  2,464 
Other non-current assets   974  1,359 
    

Total assets exclusive of assets under programs   21,067  20,775 
    

Assets under management and mortgage programs:        
 Program cash   353  354 
 Mortgage loans held for sale   5,060  1,923 
 Relocation receivables   299  239 
 Vehicle-related, net   10,479  10,052 
 Timeshare-related, net   1,779  675 
 Mortgage servicing rights, net   1,523  1,380 
 Derivatives related to mortgage servicing rights   423  385 
 Mortgage-backed securities   89  114 
    

   20,005  15,122 
    

Total assets  $ 41,072 $ 35,897 
    

Liabilities and stockholders' equity        
Current liabilities:        
 Accounts payable and other current liabilities  $ 4,473 $ 4,287 
 Current portion of long-term debt   705  30 
 Deferred income   832  680 
    

Total current liabilities   6,010  4,997 

Long-term debt, excluding Upper DECS   4,714  5,571 
Upper DECS   863  863 
Deferred income   315  320 
Other non-current liabilities   927  692 
    

Total liabilities exclusive of liabilities under programs   12,829  12,443 
    

Liabilities under management and mortgage programs:        
 Debt   17,043  12,747 
 Derivatives related to mortgage servicing rights   227  — 
 Deferred income taxes   1,018  1,017 
    

   18,288  13,764 
    

Mandatorily redeemable preferred interest in a subsidiary   —  375 
    

Commitments and contingencies (Note 12)        

Stockholders' equity:        
 Preferred stock, $.01 par value—authorized 10 million shares; none issued and outstanding   —  — 
 CD common stock, $.01 par value—authorized 2 billion shares; issued 1,253,745,075 and 1,238,952,970 shares   13  12 
 Additional paid-in capital   10,293  10,090 
 Deferred compensation   (77)  — 
 Retained earnings   4,142  3,258 
 Accumulated other comprehensive income (loss)   130  (14)
 CD treasury stock, at cost—242,215,852 and 207,188,268 shares   (4,546)  (4,031)
    

Total stockholders' equity   9,955  9,315 
    

Total liabilities and stockholders' equity  $ 41,072 $ 35,897 
    

See Notes to Consolidated Condensed Financial Statements.
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Cendant Corporation and Subsidiaries



CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(In millions) 

  

Nine Months Ended
September 30,

 

  

2003

 

2002

 
Operating Activities        
Net income  $ 884 $ 599 
Adjustments to arrive at income from continuing operations   293  205 
    

Income from continuing operations   1,177  804 

Adjustments to reconcile income from continuing operations to net cash provided by (used in) operating activities exclusive of management and mortgage
programs:        
 Non-program related depreciation and amortization   387  337 
 Amortization of pendings and listings   12  239 
 Net change in assets and liabilities, excluding the impact of acquisitions and dispositions:        
  Receivables   46  (50)
  Income taxes and deferred income taxes   658  274 
  Accounts payable and other current liabilities   (224)  (261)
  Payment of stockholder litigation settlement liability   —  (2,850)
  Deferred income   (98)  (201)
Proceeds from termination of fair value hedges   200  — 
Other, net   208  113 
    

Net cash provided by (used in) operating activities exclusive of management and mortgage programs   2,366  (1,595)
    

Management and mortgage programs:        
 Vehicle depreciation   1,519  1,310 
 Amortization and impairment of mortgage servicing rights   735  659 
 Net gain on mortgage servicing rights and related derivatives   (150)  (17)
 Origination of mortgage loans   (53,145)  (29,080)
 Proceeds on sale of and payments from mortgage loans held for sale   52,100  29,086 
    

   1,059  1,958 
    

Net cash provided by operating activities   3,425  363 
    

Investing Activities        
Property and equipment additions   (309)  (235)
Proceeds received on asset sales   120  9 
Net assets acquired, net of cash acquired and acquisition-related payments   (234)  (1,015)
Proceeds from disposition of businesses, net of transaction-related payments   —  1,175 
Proceeds from stockholder litigation settlement trust   —  1,410 
Other, net   88  (33)
    

Net cash provided by (used in) investing activities exclusive of management and mortgage programs   (335)  1,311 
    

Management and mortgage programs:        
 Investment in vehicles   (11,562)  (7,688)
 Payments received on investment in vehicles   9,741  5,834 
 Origination of timeshare-related assets   (554)  (620)
 Principal collection of investment in timeshare-related assets   681  535 
 Equity advances on homes under management   (4,439)  (4,645)
 Repayment on advances on homes under management   4,383  4,685 
 Additions to mortgage servicing rights   (819)  (657)
 Cash received on derivatives related to mortgage servicing rights, net   273  218 
 Other, net   27  26 
    

   (2,269)  (2,312)
    

Net cash used in investing activities   (2,604)  (1,001)
    

Financing Activities        
Proceeds from borrowings   2,588  3 
Principal payments on borrowings   (3,215)  (1,462)
Issuances of common stock   247  102 
Repurchases of common stock   (710)  (197)
Other, net   (86)  (30)
    

Net cash used in financing activities exclusive of management and mortgage programs   (1,176)  (1,584)
    

Management and mortgage programs:        
 Proceeds from borrowings   22,570  9,425 
 Principal payments on borrowings   (21,041)  (9,212)
 Net change in short-term borrowings   (276)  194 
 Other, net   (10)  (8)
    

   1,243  399 
    



Net cash provided by (used in) financing activities   67  (1,185)
    

Effect of changes in exchange rates on cash and cash equivalents   (10)  12 
Cash provided by discontinued operations   —  74 
    

Net increase (decrease) in cash and cash equivalents   878  (1,737)
Cash and cash equivalents, beginning of period   126  1,942 
    

Cash and cash equivalents, end of period  $ 1,004 $ 205 
    

See Notes to Consolidated Condensed Financial Statements.
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Cendant Corporation and Subsidiaries
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

(Unless otherwise noted, all amounts are in millions, except per share amounts) 

1.     Summary of Significant Accounting Policies

Basis of Presentation
The accompanying unaudited Consolidated Condensed Financial Statements include the accounts and transactions of Cendant Corporation and its
subsidiaries ("Cendant"), as well as entities in which Cendant directly or indirectly has a controlling financial interest (collectively, the "Company"). For
more detailed information regarding the Company's consolidation policy, refer to "Changes in Accounting Policies—Consolidation Policy" below.

The Company's Consolidated Condensed Financial Statements present separately the financial data of the Company's management and mortgage
programs. These programs are distinct from the Company's other activities as the assets are generally funded through the issuance of debt that is
collateralized by such assets. Specifically, in the Company's vehicle rental, vehicle management, relocation, mortgage services and vacation ownership
businesses, assets under management and mortgage programs are funded through either borrowings under asset-backed funding arrangements or
unsecured borrowings at the Company's PHH subsidiary. Such borrowings are classified as debt under management and mortgage programs. The income
generated by these assets is used, in part, to repay the principal and interest associated with the debt. Cash inflows and outflows relating to the generation
or acquisition of such assets and the principal debt repayment or financing of such assets are classified as activities of the Company's management and
mortgage programs. The Company believes it is appropriate to segregate the financial data of its management and mortgage programs because, ultimately,
the source of repayment of such debt is the realization of such assets.

In presenting the Consolidated Condensed Financial Statements, management is required to make estimates and assumptions that affect the amounts
reported and related disclosures. Estimates, by their nature, are based on judgments and available information. Accordingly, actual results could differ
from those estimates. In management's opinion, the Consolidated Condensed Financial Statements contain all normal recurring adjustments necessary for
a fair presentation of interim results reported. The results of operations reported for interim periods are not necessarily indicative of the results of
operations for the entire year or any subsequent interim period. Certain reclassifications have been made to prior period amounts to conform to the current
period presentation. These financial statements should be read in conjunction with the Company's 2002 Annual Report on Form 10-K filed on March 5,
2003.

Changes in Accounting Policies
Stock-Based Compensation.    Prior to January 1, 2003, the Company measured its stock-based compensation using the intrinsic value approach under
Accounting Principles Board ("APB") Opinion No. 25, as permitted by Statement of Financial Accounting Standards ("SFAS") No. 123, "Accounting for
Stock-Based Compensation." Accordingly, the Company did not recognize compensation expense upon the issuance of stock options to employees
because the option terms were fixed and the exercise price equaled the market price of the underlying common stock on the date of grant. The Company
complied with the provisions of SFAS No. 123 by providing pro forma disclosures of net income and related per share data giving consideration to the fair
value method provisions of SFAS No. 123.

On January 1, 2003, the Company adopted the fair value method of accounting for stock-based compensation provisions of SFAS No. 123, which is
considered by the Financial Accounting Standards Board ("FASB") to be the preferable accounting method for stock-based employee
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compensation. The Company also adopted SFAS No. 148, "Accounting for Stock-Based Compensation—Transition and Disclosure," in its entirety on
January 1, 2003, which amended SFAS No. 123 to provide alternative methods of transition for a voluntary change to the fair value based method of
accounting provisions. As a result, the Company now expenses all employee stock awards over their vesting periods based upon the fair value of the
award on the date of grant. As the Company elected to use the prospective transition method, the Company's Consolidated Condensed Statements of
Income for the three and nine months ended September 30, 2003 reflect stock-based compensation expense only for employee stock awards that were
granted subsequent to December 31, 2002.

The following table illustrates the effect on net income and the related per share amounts as if the Company had applied the fair value based method to all
outstanding employee stock awards for all periods presented:

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  

2003

 

2002

 

2003

 

2002

 
Reported net income  $ 193 $ 250 $ 884 $ 599 



Add back: Stock-based employee compensation expense included in reported net income,
net of tax(a)

  4  —  7  2 

Less: Total stock-based employee compensation expense determined under the fair value
based method for all awards,
net of tax(b)

 

 (14)  (199)  (37)  (280)
      
Pro forma net income  $ 183 $ 51 $ 854 $ 321 
      
Net income per share:              
Reported              
 Basic  $ 0.19 $ 0.24 $ 0.87 $ 0.59 
 Diluted   0.19  0.24  0.85  0.58 
Pro Forma              
 Basic  $ 0.18 $ 0.05 $ 0.84 $ 0.32 
 Diluted   0.18  0.05  0.82  0.31 

(a) For a detailed account of compensation expense recorded within the Consolidated Condensed Statements of Income for stock awards granted
subsequent to December 31, 2002, see Note 14—Stock-Based Compensation.

(b) The 2002 amounts reflect the August 27, 2002 acceleration of the vesting schedules for certain options previously granted. Pro forma
compensation expense reflected for grants awarded prior to January 1, 2003 is not indicative of future compensation expense that would be
recorded by the Company, as future expense will vary based upon factors such as the type of award granted by the Company and the then-current
fair market value of such award.

Early Extinguishment of Debt.    On January 1, 2003, the Company adopted SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13, and Technical Corrections." Such standard requires any gain or loss on the early extinguishment of debt to be
presented as a component of continuing operations (unless specific criteria are met) whereas SFAS No. 4 required that such gain or loss be classified as an
extraordinary item in determining net income. Accordingly, on January 1, 2003, the Company reclassified $42 million of 2002 pretax net losses on the
early extinguishments of debt to continuing operations as a component of net non-program related interest ($38 million and $4 million were recorded
during the second and third quarters of 2002, respectively).

8

Costs Associated with Exit or Disposal Activities.    On January 1, 2003, the Company adopted SFAS No. 146, "Accounting for Costs Associated with
Exit or Disposal Activities." Such standard nullifies EITF Issue No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and Other
Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring)." Under SFAS No. 146, a liability related to an exit or disposal activity
(including restructurings) initiated after December 31, 2002 is not recognized until such liability has actually been incurred whereas under EITF Issue
No. 94-3 a liability was recognized at the date of commitment to an exit or disposal plan. The impact of adopting this standard was not material to the
Company's results of operations or financial position.

Guarantees.    On January 1, 2003, the Company adopted FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others," in its entirety. Such Interpretation elaborates on the disclosures to be made by a
guarantor about its obligations under certain guarantees issued. It also clarifies that a guarantor is required to recognize, at the inception of any guarantee
issued or modified after December 31, 2002, a liability for the fair value of the obligation undertaken in issuing the guarantee. The impact of adopting this
Interpretation was not material to the Company's results of operations or financial position.

Derivative Instruments and Hedging Activities.    On July 1, 2003, the Company adopted SFAS No. 149, "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities." Such standard amends and clarifies the accounting for derivative instruments, including certain derivative
instruments embedded in other contracts, and for hedging activities under SFAS No. 133, "Accounting for Derivative Instruments and Hedging
Activities." The impact of adopting this standard was not material to the Company's results of operations or financial position.

Financial Instruments with Characteristics of Both Liabilities and Equity.    On July 1, 2003, the Company adopted SFAS No. 150, "Accounting for
Certain Financial Instruments with Characteristics of both Liabilities and Equity." This standard addresses how certain financial instruments with
characteristics of both liabilities and equity should be classified and measured. As a result, on July 1, 2003, the Company reclassified its $375 million
mandatorily redeemable preferred interest in a subsidiary from the mezzanine section of the Consolidated Condensed Balance Sheet to long-term debt (see
Note 10—Mandatorily Redeemable Preferred Interest in a Subsidiary).

Consolidation Policy.    On January 17, 2003, the FASB issued FASB Interpretation No. 46, "Consolidation of Variable Interest Entities" ("FIN 46"). Such
Interpretation addresses the consolidation of variable interest entities ("VIEs"), including special purpose entities ("SPEs"), that are not controlled through
voting interests or in which the equity investors do not bear the residual economic risks and rewards. Transfers to a qualifying SPE ("QSPE") and certain
other interests in QSPEs are generally not subject to this Interpretation. The provisions of FIN 46 are effective immediately for transactions entered into
by the Company subsequent to January 31, 2003, and became effective for all other transactions as of July 1, 2003. However, in October 2003, the FASB
permitted companies to defer the July 1, 2003 effective date to December 31, 2003, in whole or in part, and indicated that it would provide further
clarification of this Interpretation before December 31, 2003.

In accordance with its current understanding of FIN 46, the Company consolidated Trilegiant Corporation ("Trilegiant") and Bishop's Gate Residential
Mortgage Trust ("Bishop's Gate") effective July 1, 2003 through the application of the prospective transition method. Additionally, the underlying
structures of the Sierra Receivable Funding entities (the "Sierra entities") were amended on September 1, 2003 in a manner that resulted in the Company's
consolidation thereof,
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effective September 1, 2003. The consolidation of these entities caused the Company's total assets and liabilities to increase as follows (on a consolidated
basis after eliminations):

  

Assets

 

Liabilities

Bishop's Gate(a)  $ 3,117 $ 3,098

Sierra(b)   985  982

Trilegiant(c)   88  385

(a) Recorded in the Company's Real Estate Services segment.
(b) Recorded in the Company's Hospitality segment.
(c) Recorded in the Company's Financial Services segment.

The consolidation of Trilegiant also resulted in a non-cash charge of $293 million ($0.28 per diluted share) recorded on July 1, 2003 as a cumulative effect
of accounting change. The consolidation of Bishop's Gate and the Sierra entities did not result in the recognition of a cumulative effect of accounting
change. See Note 8—Debt Under Management and Mortgage Programs and Borrowing Arrangements for more complete information regarding Bishop's
Gate and the Sierra entities and Note 11—Trilegiant Corporation for more information regarding Trilegiant. The Company is currently assessing the
application of FIN 46 to other entities and is awaiting the additional clarification of FIN 46 that the FASB is expected to provide.

In connection with FIN 46, when evaluating an entity for consolidation, the Company first determines whether an entity is deemed to be a VIE and, if so,
whether the Company would be considered its primary beneficiary. The Company consolidates those VIEs for which it has determined that it is the
primary beneficiary. Generally, the Company will consolidate an entity not deemed either a VIE or QSPE upon a determination that its ownership, direct
or indirect, exceeds fifty percent of the outstanding voting shares of an entity and/or that it has the ability to control the financial or operating policies
through its voting rights, board representation or other similar rights. For entities where the Company does not have a controlling interest (financial or
operating), the investments in such entities are classified as available-for-sale debt securities or accounted for using the equity or cost method, as
appropriate. The Company applies the equity method of accounting when it has the ability to exercise significant influence over operating and financial
policies of an investee in accordance with APB Opinion No. 18, "The Equity Method of Accounting for Investments in Common Stock."

Prior to the adoption of FIN 46 (before the change in policy), the Company did not consolidate SPE and SPE-type entities unless the Company retained
both control of the assets transferred and the risks and rewards of those assets. Additionally, non-SPE-type entities were only consolidated if the
Company's ownership exceeded fifty percent of the outstanding voting shares of an entity and/or if the Company had the ability to control the financial or
operating policies of an entity through its voting rights, board representation or other similar rights.
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2.     Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share ("EPS").

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  

2003

 

2002

 

2003

 

2002

 
Income from continuing operations:              
 Income from continuing operations for basic EPS  $ 486 $ 250 $ 1,177 $ 804 
 Convertible debt interest, net of tax   —  —  —  1 
      
 Income from continuing operations for diluted EPS  $ 486 $ 250 $ 1,177 $ 805 
      
Net income:              
 Net income for basic EPS  $ 193 $ 250 $ 884 $ 599 
 Convertible debt interest, net of tax   —  —  —  1 
      
 Net income for diluted EPS  $ 193 $ 250 $ 884 $ 600 
      
Weighted average shares outstanding:              
 Basic   1,013  1,039  1,019  1,014 
  Stock options, warrants and non-vested shares   26  19  20  27 
  Convertible debt   —  —  —  2 
      
 Diluted   1,039  1,058  1,039  1,043 
      
Earnings per share:              
Basic              
 Income from continuing operations  $ 0.48 $ 0.24 $ 1.15 $ 0.79 
 Income from discontinued operations   —  —  —  0.05 



 Loss on disposal of discontinued operations   —  —  —  (0.25)
 Cumulative effect of accounting change   (0.29)  —  (0.28)  — 
      
 Net income  $ 0.19 $ 0.24 $ 0.87 $ 0.59 
      
Diluted              
 Income from continuing operations  $ 0.47 $ 0.24 $ 1.13 $ 0.77 
 Income from discontinued operations   —  —  —  0.05 
 Loss on disposal of discontinued operations   —  —  —  (0.24)
 Cumulative effect of accounting change   (0.28)  —  (0.28)  — 
      
 Net income  $ 0.19 $ 0.24 $ 0.85 $ 0.58 
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The following table summarizes the Company's outstanding common stock equivalents, which were antidilutive and, therefore, excluded from the
computation of diluted EPS.

  

As of
September 30,

  

2003

 

2002

Options(a)  121 127

Warrants(b)  2 2

Upper DECS(c)  40 40

(a) The decrease in antidilutive options as of September 30, 2003 principally reflects a reduction in the total number of options outstanding, partially
offset by the impact of a lower average stock price during the nine months ended September 30, 2003 ($15.18) as compared to the same period in
2002 ($16.47). The weighted average exercise prices for antidilutive options at September 30, 2003 and 2002 were $21.44 and $21.56,
respectively.

(b) The weighted average exercise price for antidilutive warrants at both September 30, 2003 and 2002 was $21.31.
(c) The price of the Company's common stock would need to exceed $28.42 for the Upper DECS to become dilutive.

The Company's contingently convertible debt securities, which provided for the potential issuance of 55.7 million and approximately 111 million shares of
common stock as of September 30, 2003 and 2002, respectively, were not included in the computation of diluted EPS for such periods as the related
contingency provisions were not satisfied.

3.     Acquisitions

2003 Acquisitions
On February 3, 2003, the Company acquired all of the common interests of FFD Development Company, LLC ("FFD") from an independent business
trust for approximately $27 million in cash. As part of this acquisition, the Company also assumed approximately $58 million of debt, which was
subsequently repaid. The goodwill resulting from the allocation of the purchase price approximated $17 million and was allocated to the Company's
Hospitality segment. FFD, which was formed prior to the Company's April 2001 acquisition of Fairfield Resorts, Inc. ("Fairfield"), is the primary
developer of timeshare inventory for Fairfield. See Note 15—Related Party Transactions for more information regarding the Company's relationship with
FFD prior to the acquisition.

On March 31, 2003, the Company acquired a majority interest in Trip Network, Inc. ("Trip Network") through the conversion of its preferred stock
investment and, on April 1, 2003, the Company acquired all of the remaining common stock for $4 million in cash. The Company recorded aggregate
goodwill of $42 million in connection with these transactions. Such goodwill was allocated to the Travel Distribution segment.    Trip Network is an
online travel agent. See Note 15—Related Party Transactions for more information regarding the Company's relationship with Trip Network prior to the
acquisition.

During the nine months ended September 30, 2003, the Company also acquired ten real estate brokerage operations through its wholly-owned subsidiary,
NRT Incorporated ("NRT"), for approximately $40 million in cash. The goodwill resulting from these acquisitions approximated $33 million and was
allocated to the Company's Real Estate Services segment.

These acquisitions were not significant to the Company's results of operations, financial position or cash flows on a pro forma basis.
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2002 Acquisitions
In April 2002, the Company acquired NRT for $230 million, resulting in goodwill of approximately $1.6 billion, and Trendwest Resorts, Inc.
("Trendwest") for $936 million, resulting in goodwill of $687 million. The following table sets forth the Company's results of operations on a pro forma
basis as if the acquisitions of NRT and Trendwest had occurred on January 1, 2002:

  Nine Months Ended
September 30, 2002



Net revenues  $ 11,190
Income from continuing operations   759
Net income   554

Earnings per share:    
 Basic    
  Income from continuing operations  $ 0.73
  Net income   0.53
 Diluted    
  Income from continuing operations  $ 0.71
  Net income   0.52

These pro forma results do not give effect to any synergies expected to result from the acquisitions of NRT and Trendwest, are not necessarily indicative
of the results the Company would have obtained if the acquisitions had been consummated on January 1, 2002, and are not necessarily indicative of future
consolidated results. The pro forma results are reflective of the seasonality of the NRT business, whereby the operating results are typically weakest in the
first quarter of every year. Additionally, these pro forma results reflect the impact of the short-term amortization period of the pendings and listings
intangible asset. Although the Company acquired other businesses during 2002 (including certain assets of Budget Group, Inc. ("Budget") in November),
such businesses were not significant to the Company's results of operations on a pro forma basis and, as such, have not been reflected in the above table.

13

Utilization of Purchase Accounting Liabilities for Exiting Activities
In connection with the acquisitions of the following businesses, the Company established purchase accounting liabilities in prior periods for costs
associated with exiting activities that are currently in progress. The recognition of such costs and the corresponding utilization are summarized by
category as follows:

Budget Group, Inc. (assets acquired in November 2002)

  

Costs

 

Cash
Payments

 

Balance at
December 31,

2002

 

Cash
Payments

 

Other
Additions

 

Balance at
September 30,

2003

Personnel related  $ 35 $ — $ 35 $ (24) $ 3 $ 14
Contract termination   6  —  6  —  —  6
Facility related   7  —  7  (3)  9  13
       
Total  $ 48 $ — $ 48 $ (27) $ 12 $ 33
       

The principal cost reduction opportunity is expected to result from the relocation of the corporate headquarters of Budget. In connection with this
initiative, the Company is relocating selected Budget employees, involuntarily terminating other Budget employees and abandoning certain facilities. As a
result, the Company incurred severance and other personnel costs related to the involuntary termination or relocation of employees, as well as facility
related costs primarily representing future lease payments for abandoned facilities. The adjustments recorded during 2003 represent the finalization of
estimates made at the time of acquisition. The Company formally communicated the termination of employment to approximately 1,410 employees,
representing a wide range of employee groups and as of September 30, 2003, the Company had terminated approximately 700 of these employees. The
Company anticipates that the majority of the remaining personnel related costs will be paid during 2004 and that the majority of the remaining facility
related costs will be paid through 2007. The Company will also terminate a contractual service agreement upon the integration of one of Budget's systems.
Accordingly, the Company accrued the termination fee (which is not required to be paid until March 2004) related to the cancellation of this agreement.
This plan is expected to be completed in the second quarter of 2004.

Galileo International, Inc. (acquired in October 2001)

  

Costs

 

Cash
Payments

 

Other
Additions

(Reductions/
Utilization)

 

Balance at
December 31,

2002

 

Cash
Payments

 

Other
Reductions

 

Balance at
September 30,

2003

Personnel related  $ 44 $ (62) $ 33 $ 15 $ (8)  (5) $ 2
Asset fair value adjustments
and contract terminations   93  (25)  (56)  12  (6)  (6)  —
Facility related   16  (2)  8  22  (6)  —  16
        
Total  $ 153 $ (89) $ (15) $ 49 $ (20) $ (11) $ 18
        

The principal cost reduction opportunities are expected to result from (i) rightsizing the core business functions of Galileo International, Inc. ("Galileo")
and relocating the corporate and other offices (including support functions) and (ii) exiting certain activities and certain acquired businesses, including the
sale of assets. To complete these initiatives, the Company (i) involuntarily terminated Galileo employees, (ii) relocated the Galileo corporate headquarters,
various support functions and other offices, (iii) merged numerous offices in Europe to a single European headquarters and (iv) abandoned assets in
connection with such relocation, as well as terminated contractual service agreements associated with the activities to be exited. Consistent with the
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original integration plan to streamline Galileo's worldwide operations and due to the extent and breadth of these global efforts, the full evaluation of
exiting activities was not complete until third quarter 2002. The Company formally communicated the termination of employment to approximately 880
employees, representing a wide range of employee groups, and as of December 31, 2002, the Company had terminated all such employees. The Company
anticipates that the majority of the remaining personnel related costs will be paid during 2003 and that the majority of the remaining facility related costs
will be paid through 2008.

Acquisition and Integration Related Costs
During the three and nine months ended September 30, 2003, the Company incurred $20 million and $42 million, respectively, of acquisition and
integration related costs, of which $5 million and $12 million, respectively, represented the non-cash amortization of the contractual pendings and listings
intangible asset. The remaining costs ($15 million and $30 million during the three and nine months ended September 30, 2003, respectively) primarily
related to the integration of Budget's information technology systems with the Company's platform and revisions to the Company's original estimate of
costs to exit a facility in connection with its decision to outsource its data operations.

During the three and nine months ended September 30, 2002, the Company incurred $56 million and $263 million, respectively, of acquisition and
integration related costs, of which $45 million and $239 million, respectively, represented the non-cash amortization of the contractual pendings and
listings intangible asset (primarily related to the acquisition of NRT and other real estate brokerage businesses). The remaining costs ($11 million and
$24 million during the three and nine months ended September 30, 2002, respectively) related to (i) the acquisition and integration of NRT, Arvida Realty
Services, a residential real estate brokerage firm in Florida acquired by NRT in April 2002, Trendwest and Equivest Finance, Inc. ("Equivest"), a
timeshare developer acquired in February 2002 ($11 million and $19 million during the three and nine months ended September 30, 2002, respectively)
and (ii) an outsourcing agreement with IBM ($5 million for the nine months ended September 30, 2002).

4.     Discontinued Operations

On May 22, 2002, the Company sold its car parking facility business, National Car Parks ("NCP"), for $1.2 billion in cash and recognized an after-tax loss
of approximately $256 million during the nine months ended September 30, 2002. NCP, a former wholly-owned subsidiary within the Company's Vehicle
Services segment, operated off-street commercial parking facilities and managed on-street parking and related operations on behalf of town and city
administrations in England. Pursuant to SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets," the activities of NCP were
segregated and reported as a discontinued operation for the nine months ended September 30, 2002. NCP generated net revenues and income from
discontinued operations of $155 million and $60 million ($51 million, after tax), respectively, during the nine months ended September 30, 2002.
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5.     Intangible Assets

        Intangible assets consisted of:

  

As of September 30, 2003

 

As of December 31, 2002

  

Gross
Carrying
Amount

 

Accumulated
Amortization

 

Net
Carrying
Amount

 

Gross
Carrying
Amount

 

Accumulated
Amortization

 

Net
Carrying
Amount

Amortized Intangible Assets                   
 Franchise agreements  $ 1,155 $ 329 $ 826 $ 1,151 $ 301 $ 850
 Customer lists   548  144  404  544  116  428
 Pendings and listings   17  10  7  267  256  11
 Other   102  39  63  99  34  65
       
  $ 1,822 $ 522 $ 1,300 $ 2,061 $ 707 $ 1,354
       
Unamortized Intangible Assets                   
 Goodwill  $ 10,857       $ 10,699      
               

 Trademarks  $ 1,079       $ 1,076      
 Other   34        34      
               
  $ 1,113       $ 1,110      
               

The changes in the carrying amount of goodwill are as follows:

  

Balance at
January 1,

2003

 

Goodwill
Acquired

during
2003

 

Adjustments
to Goodwill
Acquired

during
2002

 

Foreign
Exchange

and
Other

 

Balance at
September 30,

2003

Real Estate Services  $ 2,658 $ 33(a) $ 16(f) $ — $ 2,707
Hospitality   2,386  17(b)  15(g)  17  2,435
Travel Distribution   2,463  43(c)  10(h)  (10)  2,506
Vehicle Services   2,576  6(d)  6(i)  2  2,590
Financial Services   616  2(e)  —  1  619
      
Total Company  $ 10,699 $ 101 $ 47 $ 10 $ 10,857
      



(a) Relates to the acquisitions of real estate brokerages by NRT.
(b) Relates to the acquisition of FFD.
(c) Primarily relates to the acquisition of Trip Network.
(d) Relates to the acquisition of an Avis licensee (March 2003) and two Budget licensees (May 2003 and September 2003).
(e) Relates to the acquisition of a loyalty business in South Africa (August 2003).
(f) Primarily relates to the settlement of pre-acquisition income tax contingencies of NRT.
(g) Primarily relates to the acquisition of Equivest (February 2002).
(h) Primarily relates to the acquisition of distribution partners by the Company's Galileo subsidiary (June 2002 and forward).
(i) Relates to the acquisition of Budget.
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Amortization expense relating to all intangible assets excluding mortgage servicing rights (see Note 6—Mortgage Servicing Activities) was as follows:

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

  

2003

 

2002

 

2003

 

2002

Franchise agreements  $ 9 $ 9 $ 28 $ 33
Customer lists   9  10  28  28
Pendings and listings   5  45  12  239
Other   2  2  7  12
     
Total  $ 25 $ 66 $ 75 $ 312
     

Based on its amortizable intangible assets (excluding mortgage servicing rights) as of September 30, 2003, the Company expects related amortization
expense for the remainder of 2003 and the five succeeding fiscal years to approximate $20 million, $80 million, $80 million, $80 million, $60 million and
$50 million, respectively.

6.     Mortgage Servicing Activities

        The activity in the Company's residential first mortgage loan servicing portfolio consisted of:

  

Nine Months Ended
September 30,

 

  

2003

 

2002

 
Balance, January 1,  $ 114,079 $ 97,205 
Additions   53,858  31,340 
Payoffs/curtailments   (46,365)  (21,745)
Purchases, net   11,354  3,631 
    

Balance, September 30,(*)  $ 132,926 $ 110,431 
    

(*) Does not include approximately $2.1 billion and $1.7 billion of home equity mortgages serviced by the Company as of September 30, 2003 and
2002, respectively. The weighted average note rate on all the underlying mortgages within this servicing portfolio was 5.44% and 6.43% as of
September 30, 2003 and 2002, respectively.

Substantially all of the mortgage loans within this servicing portfolio were sold by the Company without recourse. However, approximately $4.3 billion
(approximately 3%) of loans within this servicing portfolio as of September 30, 2003 were sold with recourse. The majority of such loans were sold under
a program where the Company retains the credit risk for a limited period of time and only for a specific default event. For these loans, the Company
accrues a provision (equal to the fair value of the recourse obligation) for estimated losses. As of September 30, 2003, the provision approximated
$7 million. There was no significant activity during 2003 that would cause the Company to utilize this provision.
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The activity in the Company's capitalized mortgage servicing rights ("MSR") asset consisted of:

  

Nine Months Ended
September 30,

 

  

2003

 

2002

 
Balance, January 1,  $ 1,883 $ 2,081 
Additions, net   819  657 
Changes in fair value   66  (567)
Amortization   (578)  (321)
Sales/deletions   (11)  (18)
Permanent impairment   (315)  — 



    
Balance, September 30,   1,864  1,832 
    

Valuation Allowance        
Balance, January 1,   (503)  (144)
Additions   (157)  (338)
Reductions   4  2 
Permanent impairment   315  — 
    
Balance, September 30,   (341)  (480)
    
Mortgage Servicing Rights, net  $ 1,523 $ 1,352 
    

The Company uses derivatives to mitigate the impact that accelerated prepayments would have on the fair value of its MSR asset. Such derivatives, which
are primarily designated as fair value hedging instruments, tend to increase in value as interest rates decline and conversely decline in value as interest
rates increase. The net activity in the Company's derivatives related to mortgage servicing rights consisted of:

  

Nine Months Ended
September 30,

 

  

2003

 

2002

 
Net balance, January 1,  $ 385 $ 100 
Additions, net   288  251 
Changes in fair value   84  584 
Sales/proceeds received or paid   (561)  (469)
    

Net balance, September 30,(*)  $ 196 $ 466 
    

(*) At September 30, 2003, the net balance represents the gross asset of $423 million net of the gross liability of $227 million.
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The net impact to the Company's Consolidated Condensed Statements of Income resulting from changes in the fair value of the Company's MSR asset,
after giving effect to hedging and other derivative activity, was as follows:

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  

2003

 

2002

 

2003

 

2002

 
Adjustment of MSR asset under hedge accounting  $ 193 $ (463) $ 66 $ (567)
Net gain (loss) on derivatives related to MSR asset   (175)  488  84  584 
      
 Net gain   18  25  150  17 
Provision for impairment of MSR asset   —  (275)  (157)  (338)
      
 Net impact  $ 18 $ (250) $ (7) $ (321)
      

Based upon the composition of the portfolio as of September 30, 2003, the Company expects MSR amortization expense for the remainder of 2003 and
the five succeeding fiscal years to approximate $75 million, $255 million, $210 million, $185 million, $165 million and $145 million, respectively. As of
September 30, 2003, the MSR portfolio had a weighted average life of approximately 5.3 years.
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7.     Long-term Debt and Borrowing Arrangements

        Long-term debt consisted of:

  

Maturity
Date

 

As of
September 30,

2003

 

As of
December 31,

2002

Term notes:         
 73/4% notes(a)  December 2003  $ 229 $ 966
 67/8% notes  August 2006   849  849
 61/4% notes(b)  January 2008   796  —
 11% senior subordinated notes(c)  May 2009   337  530



 61/4% notes(d)  March 2010   348  —

 73/8% notes(b)  January 2013   1,190  —
 71/8% notes(d)  March 2015   250  —
Contingently convertible debt securities:         

 
Zero coupon senior convertible contingent
notes  

February 2004(*)  
 428  420

 Zero coupon convertible debentures(e)  May 2004 (*)   7  857
 37/8% convertible senior debentures(f)  November 2004(*)   804  1,200
Other:         
 Revolver borrowings(g)  December 2005   —  600
 Net hedging gains(h)     80  89
 Other     101  90
     
Total long-term debt, excluding Upper DECS    5,419  5,601
     

Less: current portion(i)     705  30
     
Long-term debt, excluding Upper DECS     4,714  5,571
Upper DECS     863  863
     
Long-term debt, including Upper DECS    $ 5,577 $ 6,434
     

(*) Indicates earliest mandatory redemption date.
(a) The change in the balance at September 30, 2003 reflects the redemption of $737 million of these notes for approximately $771 million in cash. In

connection with such redemption, the Company recorded a pretax charge of approximately $22 million.
(b) These notes, issued in January 2003, are senior unsecured obligations and rank equally in right of payment with all the Company's existing and

future unsecured senior indebtedness.
(c) The change in the balance at September 30, 2003 primarily reflects (i) the redemption of $163 million in face value of these notes, with a carrying

value of $180 million, for $182 million in cash and (ii) $13 million related to the amortization of a premium. In connection with such redemption,
the Company recorded a pretax charge of approximately $2 million.

(d) These notes, issued in March 2003, are senior unsecured obligations and rank equally in right of payment with all the Company's existing and
future unsecured senior indebtedness.
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(e) The change in the balance at September 30, 2003 reflects redemptions aggregating $850 million for approximately $851 million in cash. In
connection with such redemptions, the Company recorded a pretax charge of approximately $12 million.

(f) The change in the balance at September 30, 2003 reflects the redemption of $396 million of these debentures for approximately $408 million in
cash. In connection with such redemption, the Company recorded a pretax charge of approximately $19 million.

(g) Reflects the repayment of outstanding revolver borrowings.
(h) As of September 30, 2003, the balance represents $213 million of realized gains resulting from the termination of fair value hedges, which will be

amortized by the Company to reduce future interest expense. These hedge positions were reset to create a desired balance between the Company's
floating rate debt and floating rate assets. Partially offsetting the gains of $213 million are mark to market adjustments of $133 million on these
new fair value interest rate hedges.

(i) The balance as of September 30, 2003 includes the $229 million outstanding balance of the 73/4% notes, the $428 million outstanding balance of
the zero coupon senior convertible contingent notes and the $7 million outstanding balance of the zero coupon convertible debentures.

The number of shares of common stock potentially issuable for each of the Company's contingently convertible debt securities is detailed below (in
millions):

  

As of
September 30,

2003

 

As of
December 31,

2002

Zero coupon convertible debentures  0.3 33.5
Zero coupon senior convertible contingent notes  22.0 22.0
37/8% convertible senior debentures  33.4 49.9
   
  55.7 105.4
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Aggregate maturities of debt (excluding the Upper DECS) based upon maturity or earliest mandatory redemption dates are as follows:

  

As of
September 30,

2003

Within 1 year (a)  $ 705



Between 1 and 2 years(b)   842

Between 2 and 3 years(c)   918
Between 3 and 4 years   2
Between 4 and 5 years   815
Thereafter   2,137
  
  $ 5,419
  

(a) Includes $435 million of convertible debt, which may be converted into shares of the Company's common stock rather than be redeemed in cash if
the price of such stock exceeds the stipulated thresholds or upon the Company's exercise of its call provisions.

(b) Includes $804 million of convertible debt, which may be converted into shares of the Company's common stock rather than be redeemed in cash if
the price of such stock exceeds the stipulated thresholds or upon the Company's exercise of its call provisions.

(c) Excludes $863 million of Upper DECS. If the Upper DECS are not successfully remarketed in August 2004, the senior notes would be retired
(without any payment of cash by the Company) in August 2004 in satisfaction of the related forward purchase contracts, whereby holders of the
Upper DECS are required to purchase shares of common stock (based upon the price of such common stock on September 30, 2003,
approximately 40 million shares would be purchased).

As of September 30, 2003, there were no outstanding borrowings under the Company's $2.9 billion revolving credit facility; however, letters of credit of
$1.2 billion were issued and outstanding. These letters of credit were issued primarily as credit enhancements to provide additional collateralization for
the Company's vehicle rental financing arrangements. Accordingly, as of September 30, 2003, the Company had approximately $1.7 billion of availability
under this facility (including $548 million of availability to issue additional letters of credit). As of September 30, 2003, the Company also had
$400 million of availability for public debt or equity issuances under a shelf registration statement.

At September 30, 2003, the Company was in compliance with all restrictive and financial covenants of its debt instruments and credit facilities.

8.     Debt Under Management and Mortgage Programs and Borrowing Arrangements

As previously discussed in Note 1—Summary of Significant Accounting Policies, the Company consolidated Bishop's Gate on July 1, 2003 and the Sierra
entities on September 1, 2003. Accordingly, Bishop's Gate has been included in the Company's consolidated results of operations and cash flows since
July 1, 2003 and the Sierra entities have been included within the Company's consolidated results of operations and cash flows since September 1,
2003.    The assets of Bishop's Gate and the Sierra entities are not available to pay the general obligations of the Company. Additionally, the creditors of
Bishop's Gate and the Sierra entities have no recourse to the general credit of the Company. However, the Company has made representations and
warranties customary for securitization transactions, including eligibility characteristics of the mortgage loans and timeshare receivables and servicing
responsibilities, in connection with the securitization of these assets.
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Debt under management and mortgage programs (including outstanding debt of Bishop's Gate and the Sierra entities at September 30, 2003) consisted of:

  

As of
September 30,

2003

 

As of
December 31,

2002

Asset-Backed Debt:       
Vehicle rental program(a)  $ 6,562 $ 6,082

Vehicle management program(b)   3,069  3,058
Mortgage program       
 Bishop's Gate(c)   3,098  —

 Other   500  871
Timeshare program       
 Sierra(d)   717  —

 Other(e)   340  145
Relocation program   —  80
   
   14,286  10,236
   
Unsecured Debt:       
 Term notes(f)   1,943  1,421

 Commercial paper   590  866
 Bank loans   42  107
 Other   182  117
   
   2,757  2,511
   
Total debt under management and mortgage programs  $ 17,043 $ 12,747
   

(a) The change in the balance at September 30, 2003 principally reflects an increase in outstanding term notes at various interest rates. At
September 30, 2003, approximately $5.3 billion of asset-backed term notes were included in outstanding borrowings.



(b) At September 30, 2003, approximately $2.6 billion of asset-backed term notes were included in outstanding borrowings.
(c) As of December 31, 2002, Bishop's Gate had $2.5 billion of indebtedness, which was not recorded on the Company's Consolidated Condensed

Balance Sheet as Bishop's Gate was not consolidated on such date.
(d) As of December 31, 2002, the Sierra entities had $550 million of debt outstanding, which was not recorded on the Company's Consolidated

Condensed Balance Sheet as these entities were not consolidated on such date.
(e) The change in the balance at September 30, 2003 primarily reflects the borrowing of $219 million under a timeshare financing agreement.
(f) The change in the balance at September 30, 2003 principally reflects (i) the issuance of $400 million of 6% term notes due March 2008, (ii) the

issuance of $600 million of 71/8% term notes due March 2013, (iii) the issuance of $187 million of term notes with various interest rates and
maturity dates and (iv) the February 2003 repayment of $650 million of 81/8% term notes.

Bishop's Gate.    Bishop's Gate is a bankruptcy remote SPE that is utilized to warehouse mortgage loans originated by the Company's mortgage business
prior to their sale into the secondary market, which is customary practice in the mortgage industry. The debt issued by Bishop's Gate is collateralized by
$3.1 billion of underlying mortgage loans, which are serviced by the Company and recorded within mortgage loans held for sale on the Company's
Consolidated Condensed Balance Sheet as of September 30, 2003. Prior to the adoption of FIN 46, sales of mortgage loans to Bishop's Gate were treated
as off-balance sheet sales. The activities of Bishop's Gate are limited to
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(i) purchasing mortgage loans from the Company's mortgage subsidiary, (ii) issuing commercial paper or other debt instruments and/or borrowing under a
liquidity agreement to effect such purchases, (iii) entering into interest rate swaps to hedge interest rate risk and certain noncredit-related market risk on
the purchased mortgage loans, (iv) selling and securitizing the acquired mortgage loans to third parties and (v) engaging in certain related transactions.

Sierra.    The Sierra entities are bankruptcy remote SPEs that are utilized to securitize timeshare receivables generated from the sale of vacation ownership
interests by the Company's timeshare businesses. The debt issued by the Sierra entities is collateralized by $915 million of underlying timeshare
receivables, which are serviced by the Company and recorded within timeshare-related assets under management and mortgage programs on the
Company's Consolidated Condensed Balance Sheet as of September 30, 2003. Prior to September 1, 2003, sales of timeshare receivables to the Sierra
entities were treated as off-balance sheet sales, as these entities were structured as bankruptcy remote QSPEs and, therefore, excluded from the scope of
FIN 46. However, on September 1, 2003, the underlying structures of the Sierra entities were amended in a manner that resulted in these entities no longer
meeting the definition of QSPEs pursuant to SFAS No. 140. Consequently, the Company began consolidating the account balances and activities of the
Sierra entities on September 1, 2003. The activities of the Sierra entities are limited to (i) purchasing timeshare receivables from the Company's timeshare
subsidiaries, (ii) issuing debt securities and/or borrowing under a conduit facility to effect such purchases and (iii) entering into derivatives to hedge
interest rate exposure.

The following table provides the contractual maturities for debt under management and mortgage programs at September 30, 2003 (except for notes
issued under the Company's vehicle management and Sierra timeshare programs, where the underlying indentures require payments based on cash inflows
relating to the corresponding assets under management and mortgage programs and for which appropriate estimates have been used):

  

Unsecured(*)

 

Asset-Backed

 

Total

Within 1 year  $ 224 $ 4,437 $ 4,661
Between 1 and 2 years   823  2,835  3,658
Between 2 and 3 years   6  3,295  3,301
Between 3 and 4 years   187  1,384  1,571
Between 4 and 5 years   430  1,177  1,607
Thereafter   1,087  1,158  2,245
    
  $ 2,757 $ 14,286 $ 17,043
    

(*) Unsecured commercial paper borrowings of $590 million are assumed to be repaid with borrowings under committed credit facilities at the
Company's PHH Subsidiary, which expire in February 2005, as such amount is fully supported by these committed credit facilities, which are
detailed below.
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As of September 30, 2003, available funding under the Company's asset-backed debt programs and committed credit facilities related to the Company's
management and mortgage programs consisted of:

  

Total
Capacity

 

Outstanding
Borrowings

 

Available
Capacity

Asset-Backed Funding Arrangements(a)          

 Vehicle rental program  $ 7,714 $ 6,562 $ 1,152
 Vehicle management program   3,599  3,069  530
 Mortgage program          
  Bishop's Gate   3,176  3,098  78
  Other   500  500  —
 Timeshare program          
  Sierra   834  717  117
  Other   425  340  85
 Relocation program   100  —  100



    
   16,348  14,286  2,062
    

Committed Credit Facilities(b)          

 Maturing in February 2005(c)   500  —  500

 Maturing in February 2005   750  —  750
    
   1,250  —  1,250
    
  $ 17,598 $ 14,286 $ 3,312
    

(a) Capacity is subject to maintaining sufficient assets to collateralize debt.
(b) These committed credit facilities were entered into by and are for the exclusive use of the Company's PHH subsidiary.
(c) On July 3, 2003, the Company amended the terms of this facility, which reduced the capacity to $500 million and extended the maturity date to

February 2005.

As of September 30, 2003, the Company also had $874 million of availability for public debt issuances under a shelf registration statement at its PHH
subsidiary.

At September 30, 2003, the Company was in compliance with all restrictive and financial covenants of its debt instruments and credit facilities related to
management and mortgage programs.
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9.     Off-Balance Sheet Financing Arrangements

The Company sells relocation receivables to Apple Ridge Funding Corporation ("Apple Ridge"), a bankruptcy remote QSPE. Additionally, prior to the
establishment of the Sierra entities, the Company sold timeshare receivables to multiple bankruptcy remote QSPEs (the Company no longer sells
receivables to these QSPEs). As these entities are QSPEs and precluded from consolidation pursuant to generally accepted accounting principles, the debt
issued by these entities and the collateralizing assets, which are serviced by the Company, are not reflected on the Company's Consolidated Condensed
Balance Sheets. The assets of these QSPEs are not available to pay the Company's obligations. Additionally, the creditors of these QSPEs have no
recourse to the Company's credit. However, the Company has made representations and warranties customary for securitization transactions, including
eligibility characteristics of the receivables and servicing responsibilities, in connection with the securitization of these assets. The following table
provides detailed information for these off-balance sheet QSPEs.

  

Assets
Serviced(a)

 

Maximum
Funding
Capacity

 

Debt
Issued(b)

 

Maximum
Available

Capacity(c)

Apple Ridge  $ 512 $ 500 $ 400 $ 100
Timeshare QSPEs   426  372  372  —

(a) Does not include cash of $14 million and $34 million at Apple Ridge and the timeshare QSPEs, respectively.
(b) Primarily represents term notes.
(c) Subject to maintaining sufficient assets to collateralize debt.

10.   Mandatorily Redeemable Preferred Interest in a Subsidiary

The Company's $375 million mandatorily redeemable preferred interest in a subsidiary (which was presented between the liability and equity sections on
the Consolidated Condensed Balance Sheet at December 31, 2002) was reclassified to long-term debt on July 1, 2003 in connection with the adoption of
SFAS No. 150. The Company is precluded from reclassifying prior period amounts pursuant to this standard. In September 2003, the Company prepaid
this amount at par. In connection with this prepayment, the Company recorded a pretax charge of approximately $3 million to reflect the write-off of
related debt issuance costs.

11.   Trilegiant Corporation

Trilegiant operates membership-based clubs and programs and other incentive-based programs through an outsourcing arrangement with Cendant.
Pursuant to such arrangement, Cendant retained substantially all of the assets and liabilities of its existing membership business and licensed Trilegiant the
right to market products to new members utilizing its intellectual property. Accordingly, Cendant continues to collect membership fees from, and is
obligated to provide membership benefits to, members of its individual membership business that existed as of July 2, 2001 (referred to as "existing
members"), including their renewals, and Trilegiant provides fulfillment services for these members in exchange for a servicing fee paid by Cendant.
Furthermore, Trilegiant collects the membership fees from, and is obligated to provide membership benefits to, any members who joined the membership-
based clubs and programs and all other incentive programs subsequent to July 2, 2001 (referred to as "new members") and recognizes the related revenue
and expenses. Similar to Cendant's franchise businesses, Cendant receives a royalty from Trilegiant on all future revenue generated by the new members.

As previously discussed in Note 1—Summary of Significant Accounting Policies, the Company consolidated Trilegiant on July 1, 2003 in connection
with FIN 46. Accordingly, Trilegiant has been included in the Company's consolidated results of operations and cash flows since July 1, 2003. Although
the Company is now recording Trilegiant's profits and losses in its consolidated results of
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operations, Cendant is not obligated to infuse capital or otherwise fund or cover any losses incurred by Trilegiant. Therefore, Cendant's maximum
exposure to loss as a result of its involvement with Trilegiant is substantially limited to the advances and loans made to Trilegiant, as well as any
receivables due from Trilegiant (collectively aggregating $112 million as of September 30, 2003), as such amounts may not be recoverable if Trilegiant
were to cease operations.    The creditors of Trilegiant have no recourse to Cendant's credit and the assets of Trilegiant are not available to pay Cendant's
obligations. Cendant does not manage or operationally control Trilegiant. As of September 30, 2003, Cendant's equity ownership interest in Trilegiant
approximated 36% on a fully diluted basis; however, after giving consideration to the applicable stockholders agreement, Cendant's management believes
that Cendant has the right to acquire an additional 7% ownership interest.

For the period July 1, 2003 through September 30, 2003, Trilegiant contributed revenues and expenses of $109 million and $111 million, respectively (on
a stand-alone basis before eliminations of intercompany entries in consolidation). As previously discussed, the consolidation of Trilegiant resulted in a
non-cash charge of $293 million ($0.28 per diluted share) recorded on July 1, 2003 as a cumulative effect of accounting change. The nine-month results
further reflect revenues and expenses recorded by the Company in connection with the outsourcing arrangement prior to the consolidation of Trilegiant
(for the period January 1, 2003 through June 30, 2003). The Company recorded revenues of $33 million (representing royalties and licensing and leasing
fees) and expenses of $78 million (relating to fulfillment services and the amortization of the marketing advance made in 2001) for the period January 1
through June 30, 2003.

During the three and nine months ended September 30, 2002, the Company's Consolidated Condensed Statements of Income reflect (i) revenues of
$18 million and $42 million, respectively, representing royalties and licensing and leasing fees and (ii) expenses of $47 million and $154 million,
respectively, relating to both fulfillment services and the amortization of the marketing advance made in 2001.

12.   Commitments and Contingencies

The June 1999 disposition of the Company's fleet businesses was structured as a tax-free reorganization and, accordingly, no tax provision was recorded
on a majority of the gain. However, pursuant to an interpretive ruling, the Internal Revenue Service ("IRS") has subsequently taken the position that
similarly structured transactions do not qualify as tax-free reorganizations under the Internal Revenue Code Section 368(a)(1)(A). If the transaction is not
considered a tax-free reorganization, the resultant incremental liability could range between $10 million and $170 million depending upon certain factors,
including utilization of tax attributes. Notwithstanding the IRS interpretive ruling, the Company believes that, based upon analysis of current tax law, its
position would prevail, if challenged.

The Company is involved in litigation asserting claims associated with accounting irregularities discovered in former CUC business units outside of the
principal common stockholder class action litigation. While the Company has an accrual of approximately $100 million recorded on its Consolidated
Condensed Balance Sheet as of September 30, 2003 for these claims based upon its best estimates, it does not believe that it is feasible to predict or
determine the final outcome or resolution of these unresolved proceedings. An adverse outcome from such unresolved proceedings could be material with
respect to earnings in any given reporting period. However, the Company does not believe that the impact of such unresolved proceedings should result in
a material liability to the Company in relation to its consolidated financial position or liquidity.

The Company is involved in other pending litigation, which, in the opinion of management, will not have a material adverse effect on the Company's
consolidated financial position, results of operations or cash flows.
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13.   Stockholders' Equity

During the nine months ended September 30, 2003, the Company repurchased $710 million (46 million shares) of common stock under its common stock
repurchase program. As of September 30, 2003, the Company had approximately $510 million in remaining availability for repurchases under this
program (after giving effect to a $500 million increase authorized by the Company's Board of Directors on September 2, 2003).

The components of comprehensive income are summarized as follows:

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  

2003

 

2002

 

2003

 

2002

 
Net income  $ 193 $ 250 $ 884 $ 599 
Other comprehensive income (loss):              
 Currency translation adjustments:              
  Currency translation adjustments arising during period   10  23  78  44 

  
Reclassification adjustment for currency translation adjustments recognized
in net income   —  —  —  245 

 Unrealized gains (losses), net of tax:              
  Cash flow hedges   17  (19)  27  (16)
  Available-for-sale securities   43  (2)  39  (11)
 Minimum pension liability adjustment, net of tax   —  (1)  —  (1)
      
Total comprehensive income  $ 263 $ 251 $ 1,028 $ 860 
      

The after-tax components of accumulated other comprehensive income (loss) are as follows:

 Currency  Unrealized  Unrealized  Minimum  Accumulated  



 Translation
Adjustments

Gains (Losses)
on Cash Flow

Hedges

Gains on
Available-for-
Sale Securities

Pension
Liability

Adjustment

Other
Comprehensive
Income (Loss)

Balance, January 1, 2003  $ 81 $ (41) $ 4 $ (58) $ (14)
Current period change   78  27  39  —  144 
       
Balance, September 30, 2003  $ 159 $ (14) $ 43 $ (58) $ 130 
       

The currency translation adjustments exclude income taxes related to indefinite investments in foreign subsidiaries.

14.   Stock-Based Compensation

During second quarter 2003, following the Company's decision to significantly reduce the granting of stock options to its employees, the Company began
issuing restricted stock units to its employees (including officers) as a form of compensation. Each restricted stock unit entitles the employee to receive
one share of common stock upon vesting, which occurs ratably over a four-year period. In connection with the issuance of restricted stock units, the
Company recorded pretax compensation expense of approximately $5 million and $9 million during the three and nine months ended September 30, 2003,
respectively. As of September 30, 2003, approximately 6.3 million restricted stock units were outstanding.

During the nine months ended September 30, 2003, the Company recorded approximately $1 million of pretax compensation expense related to the
issuance of approximately 1.2 million common stock options to its employees, with a weighted average grant-date fair value of $5.16 per option
(calculated using the Black-Scholes option-pricing model) and a vesting period of four years.
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The Company also recorded approximately $1 million of pretax compensation expense relating to 84,000 shares of CD common stock granted to
members of its Board of Directors during the nine months ended September 30, 2003.

15.   Related Party Transactions

Trilegiant Corporation
Cendant's relationship with Trilegiant is described in detail in Note 11—Trilegiant Corporation.

FFD Development Company, LLC
As previously discussed in Note 3—Acquisitions, the Company acquired FFD on February 3, 2003. Accordingly, FFD has been included within the
Company's consolidated results of operations, cash flows and financial position since February 3, 2003. During the nine months ended September 30,
2003 (through the date of acquisition) and the three and nine months ended September 30, 2002, the Company recognized non-cash dividend income on
its preferred interest in FFD of $1 million, $3 million and $9 million, respectively. Such amounts are recorded within other revenues on the Company's
Consolidated Condensed Statements of Income.

Trip Network, Inc.
As previously discussed in Note 3—Acquisitions, the Company acquired a majority interest in Trip Network on March 31, 2003. Accordingly, Trip
Network has been included in the Company's consolidated results of operations, cash flows and financial position since March 31, 2003. During the nine
months ended September 30, 2003 (through the date of acquisition) and the three and nine months ended September 30, 2002, the Company recorded
$1 million, $2 million and $8 million, respectively, of revenue within its Consolidated Condensed Statements of Income in connection with its relationship
with Trip Network.

NRT Incorporated
As previously discussed in Note 3—Acquisitions, the Company acquired a majority interest in NRT on April 17, 2002. Accordingly, NRT has been
included in the Company's consolidated results of operations, cash flows and financial position since April 17, 2002. Reflected within the Company's
Consolidated Condensed Statement of Income for the nine months ended September 30, 2002 (through the date of acquisition) are $101 million of
revenues (comprised of $66 million of royalty and marketing fees, $10 million of dividend income, $9 million of real estate referral fees and $16 million
of termination fees) and $7 million of non-program related depreciation and amortization expense.

Entertainment Publications, Inc.
On March 25, 2003, the Company sold its common stock investment in Entertainment Publications, Inc. for approximately $33 million in cash. The
Company recorded a gain of approximately $30 million on this disposition, which is included within other revenue on the Consolidated Condensed
Statement of Income for the nine months ended September 30, 2003. At December 31, 2002, the Company's investment of $5 million was accounted for
using the equity method and was included within other non-current assets of its Corporate and Other segment.

16.   Segment Information

Management evaluates the operating results of each of its reportable segments based upon revenue and "EBITDA," which is defined as income from
continuing operations before non-program related depreciation and amortization, non-program related interest, amortization of pendings and listings,
income taxes and minority interest. On January 1, 2003, the Company changed its performance measure used to evaluate the operating results of its
reportable segments and, as such, the information presented below for the three and nine months ended September 30, 2002 has been revised to reflect this
change. The Company's presentation of EBITDA may not be comparable to similar measures used by other companies. Presented below are the revenues
and EBITDA for each of the Company's reportable segments and a reconciliation of EBITDA to income before income taxes and minority interest for the
three and nine months ended
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September 30, 2003 and 2002. The effects of transactions within and between each of these reportable segments are eliminated in consolidation.

  

Three Months Ended September 30,

 

  

2003

 

2002

 

  

Revenues

 

EBITDA

 

Revenues

 

EBITDA

 
Real Estate Services  $ 1,998 $ 436 $ 1,331 $ 59 
Hospitality   696  189  671  204 
Travel Distribution   424  119  432  129 
Vehicle Services   1,574  187  1,085  143 
Financial Services   370  62  322  122 
      
 Total Reportable Segments   5,062  993  3,841  657 

Corporate and Other(a)   —  (42)  (2)  (40)
      
 Total Company  $ 5,062  951 $ 3,839  617 
          
Less: Non-program related depreciation and amortization   129     121 
         Non-program related interest expense, net   75     68 
         Early extinguishment of debt   4     4 
         Amortization of pendings and listings   5     45 
          
Income before income taxes and minority interest  $ 738    $ 379 
          

  

Nine Months Ended September 30,

 

  

2003

 

2002

 

  

Revenues

 

EBITDA

 

Revenues

 

EBITDA

 
Real Estate Services  $ 5,123 $ 1,015 $ 3,181 $ 556 
Hospitality   1,910  483  1,640  489 
Travel Distribution   1,266  351  1,314  406 
Vehicle Services   4,360  369  3,048  336 
Financial Services   1,034  302  1,052  374 
      
 Total Reportable Segments   13,693  2,520  10,235  2,161 

Corporate and Other(a)   43  (39)  3  (115)
      
 Total Company  $ 13,736  2,481 $ 10,238  2,046 
          
Less: Non-program related depreciation and amortization   387     337 
         Non-program related interest expense, net   234     194 
         Early extinguishment of debt   58     42 
         Amortization of pendings and listings   12     239 
          
Income before income taxes and minority interest  $ 1,790    $ 1,234 
          

(a) Includes the results of operations of the Company's non-strategic businesses, unallocated corporate overhead, the elimination of transactions between
segments and, in the nine months ended September 30, 2003, a $30 million gain on the sale of the Company's investment in Entertainment
Publications, Inc.

17.   Subsequent Event

On October 9, 2003, the Company issued $500 million of term notes under its vehicle rental program. Approximately $200 million of such notes mature
in December 2006 and bear interest at a fixed rate of 2.78% and approximately $300 million of such notes mature in December 2008 and bear interest a
floating rate of LIBOR plus 38 basis points.

* * * *
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with our Consolidated Condensed Financial Statements and accompanying Notes thereto included
elsewhere herein and with our 2002 Annual Report on Form 10-K filed with the Commission on March 5, 2003. Unless otherwise noted, all dollar amounts are in
millions.



We are one of the foremost providers of travel and real estate services in the world. Our businesses provide a wide range of consumer and business services and
are intended to complement one another and create cross-marketing opportunities both within and among our following five business segments. Our Real Estate
Services segment franchises our three residential and one commercial real estate brands, provides real estate brokerage services, provides home buyers with
mortgages and title, appraisal review and closing services and facilitates employee relocations; our Hospitality segment develops, markets, sells and manages
vacation ownership interests, provides consumer financing to individuals purchasing these interests, facilitates the exchange of vacation ownership intervals,
franchises our nine lodging brands and markets vacation rental properties in Europe; our Travel Distribution segment provides global distribution, computer
reservation and travel agency services; our Vehicle Services segment operates and franchises our vehicle rental brands and provides fleet management and fuel
card services; our Financial Services segment provides financial institution enhancement products and insurance-based and loyalty solutions, operates and
franchises tax preparation offices and provides a variety of membership programs through Trilegiant Corporation.

Our management team is committed to building long-term value through operational excellence. Historically, a significant portion of our growth had been
generated through strategic acquisitions of businesses that have strengthened our position in the travel and real estate services industries and augmented our
strategy of building a hedged and diversified portfolio of businesses. Now that we have assembled our vertically integrated portfolio of businesses, we have
sharply curtailed the pace of acquisitions and our operating management has emphasized organic growth and cash flow generation as principal objectives in
achieving operational excellence and building long-term value. Throughout 2003, our spending on new acquisitions has been inconsequential, aggregating only
$80 million in cash. Although we remain highly disciplined in our acquisition activity, we may augment organic growth through the select acquisition of (or
possible joint venture with) complementary businesses primarily in the real estate and travel industries. The purchase price of any such acquisition is expected to
be funded with cash generated by our core operations and/or available lines of credit.

We are steadfast in our commitment to deploy our cash to increase shareholder value. To this end, we completed the first phase of our corporate debt reduction
program during first quarter 2003, which was to replace current maturities of corporate indebtedness with longer-term debt, and we are well into the second phase
of the program where, by the end of 2004, we intend to reduce outstanding corporate indebtedness by $2 billion. Our plan is to use call provisions and maturities
wherever possible rather than paying a significant premium to repurchase our debt in the open market. In addition to replacing our near-term obligations, the
redemption/retirement of our convertible debt instruments during 2003 has eliminated 49.7 million shares of potential dilution to our future earnings per share.
Further, through October 2003, we have repurchased approximately 52 million shares of our common stock at an average price of $15.99 and beginning in 2004,
we intend to return additional value to our shareholders through the payment of a quarterly cash dividend of seven cents per share (28 cents per share annually),
subject to final approval by our Board of Directors. We expect to increase this dividend over time as our earnings and cash flow grow.

While the war in Iraq, SARS and the economy have dampened organic growth in our travel-related businesses this year, we have demonstrated our ability to
achieve organic earnings and cash flow growth for the company as a whole, particularly due to the strong operating results within our real estate services
businesses, which benefited from greater mortgage loan refinancing activity and increased
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home sales volume across both our franchised and owned brokerage operations. Although no assurances can be given, we currently believe that a decrease in
mortgage refinancing activity resulting from an expected rise in interest rates during 2004 should be more than offset by organic growth in our other businesses.
We also expect that organic growth will continue to be augmented in the future through the use of technology and by taking advantage of cross-selling
opportunities across the company.

Finally, we have made significant progress toward our goal of simplifying our corporate structure as demonstrated by the acquisition of two affiliated but
previously unconsolidated businesses, FFD Development Company, LLC and Trip Network, Inc., and by the consolidation of Bishop's Gate Residential Mortgage
Trust and the Sierra Receivables Funding entities in the third quarter of 2003. Furthermore, we routinely review and evaluate our portfolio of existing businesses
to determine if they continue to meet our growth objectives and, from time to time, engage in discussions concerning possible divestitures, joint ventures and
related corporate transactions to redirect our portfolio of businesses to achieve company-wide objectives.

RESULTS OF OPERATIONS 

Three Months Ended September 30, 2003 vs. Three Months Ended September 30, 2002

Our consolidated results from continuing operations were as follows:

  

Three Months Ended September 30,

 

  

2003

 

2002

 

Change

 
Net revenues  $ 5,062 $ 3,839 $ 1,223 
Total expenses   4,324  3,460  864 
     
Income before income taxes and minority interest   738  379  359 
Provision for income taxes   248  121  127 
Minority interest, net of tax   4  8  (4)
     
Income from continuing operations  $ 486 $ 250 $ 236 
     

Net revenues and total expenses increased approximately $1.2 billion (32%) and $864 million (25%), respectively, due to (i) the acquisition of the principal car
and truck rental operations of Budget Group, Inc. in November 2002, which contributed incremental revenues and expenses aggregating $492 million and
$458 million, respectively, (ii) organic growth in our real estate services businesses, especially our real estate brokerage and mortgage businesses (even after
adjusting for the $275 million non-cash provision for impairment of our mortgage servicing rights asset, which was recorded in third quarter 2002 and is
discussed in greater detail under the section entitled "Real Estate Services" below) and (iii) the consolidation of Trilegiant, which contributed incremental
revenues and expenses of $109 million and $111 million, respectively (Trilegiant is reflected in 2003 but not in 2002 due to the July 1, 2003 consolidation
pursuant to FASB Interpretation No. 46, "Consolidation of Variable Interest Entities" ("FIN 46")—see discussion under "Liquidity and Capital Resources—



Trilegiant Corporation"). The growth in our mortgage and real estate brokerage businesses also contributed to the increase in total expenses to support the
continued high level of mortgage loan production, related servicing activities and home sale transactions. Our overall effective tax rate increased to 33.6% for
third quarter 2003 from 31.9% for the comparable period in 2002 primarily due to an increase in state taxes and non-deductible items. As a result of the above-
mentioned items, income from continuing operations increased $236 million (94%).

Discussed below are the results of operations for each of our reportable segments. Management evaluates the operating results of each of our reportable segments
based upon revenue and "EBITDA,"

32

which is defined as income from continuing operations before non-program related depreciation and amortization, non-program related interest, amortization of
pendings and listings, income taxes and minority interest. On January 1, 2003, we changed the performance measure we use to evaluate the operating results of
our reportable segments and, as such, the information presented below for third quarter 2002 has been revised to reflect this change. Our presentation of EBITDA
may not be comparable to similar measures used by other companies.

  

Revenues

 

EBITDA

 

  

2003

 

2002

 

%
Change

 

2003

 

2002

 

%
Change

 
Real Estate Services  $ 1,998 $ 1,331 50% $ 436 $ 59 639%
Hospitality   696  671 4  189  204 (7)
Travel Distribution   424  432 (2)  119  129 (8)
Vehicle Services   1,574  1,085 45  187  143 31 
Financial Services   370  322 15  62  122 (49)
          
 Total Reportable Segments   5,062  3,841 32  993  657 51 

Corporate and Other(a)   —  (2) *  (42)  (40) * 
          
 Total Company  $ 5,062 $ 3,839 32  951  617   
              
Less:    Non-program related depreciation and amortization   129  121   
             Non-program related interest expense, net   75  68   
             Early extinguishment of debt   4  4   
             Amortization of pendings and listings   5  45   
              
             Income before income taxes and minority interest  $ 738 $ 379   
              

* Not meaningful.
(a) Includes the results of operations of our non-strategic businesses, unallocated corporate overhead and the elimination of transactions between segments.

Real Estate Services
Revenues and EBITDA increased $667 million (50%) and $377 million (639%), respectively, in third quarter 2003 compared with 2002, reflecting growth across
substantially all of our real estate businesses.

Revenues and EBITDA increased primarily due to higher production volume and servicing revenues at our mortgage business, price and volume growth in our
real estate brokerage and franchise businesses and higher settlement services volumes. In addition, the increase in revenues and EBITDA is also reflective of
acquisitions of real estate brokerage offices made in 2002 and 2003 by NRT, our real estate brokerage subsidiary. NRT's significant brokerage acquisitions
contributed incremental revenues and EBITDA of $58 million and $6 million, respectively, in third quarter 2003. Excluding such acquisitions, NRT generated
incremental net revenues of $179 million (net of $11 million of intercompany royalties paid to our real estate franchise business) in third quarter 2003, an 18%
increase compared with the prior year quarter. The increase in NRT's revenues was substantially comprised of incremental net commission income earned on
home sales transactions due to a 9% increase in the volume of home sale transactions and a 13% increase in the average price of homes sold. Real estate agent
commission expenses also increased $122 million as a result of the incremental gross commissions earned on home sale transactions.

Our real estate franchise brands generated incremental royalties and marketing fund revenues of $33 million, in third quarter 2003, including incremental
intercompany royalties paid by NRT, an increase of 18% over third quarter 2002, primarily due to a 10% increase in home sale transactions and a 12% increase in
the average price of homes sold. Royalty increases in the real estate franchise
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business are recognized with little or no corresponding increase in expenses due to the significant operating leverage within our franchise operations.

Our settlement services business generated incremental revenues of $38 million as title, appraisal and other closing fees all increased due to higher volumes,
consistent with growth in the mortgage origination markets, and cross-selling initiatives.

Revenues from mortgage-related activities totaled $275 million in third quarter 2003, an increase of $357 million compared with third quarter 2002. Revenues
and EBITDA in last year's third quarter were adversely impacted by a $275 million non-cash provision for impairment of our mortgage servicing rights asset
("MSRs"). Declines in interest rates at such time resulted in increases to our current and estimated future loan prepayment rates and a corresponding provision for



impairment against the value of our MSRs. Excluding the $275 million non-cash MSR impairment provision in third quarter 2002, revenues from mortgage-
related activities increased $82 million in third quarter 2003 due to a significant increase in mortgage loan production, partially offset by an increase in
amortization of the mortgage servicing rights asset as low interest rates continued to result in record levels of mortgage refinancing activity.

Revenues from mortgage loan production increased $221 million (107%) in third quarter 2003 compared with third quarter 2002 and were derived from growth in
our fee-based mortgage origination operations (discussed below) and an increase in the volume of loans that we sold, which more than doubled quarter-over-
quarter. We sold $19.2 billion of mortgage loans in third quarter 2003 compared with $9.2 billion in third quarter 2002, generating incremental production
revenues of $181 million. In addition, production revenues generated from our fee-based mortgage-origination activity increased $40 million (66%) as compared
with third quarter 2002. Production fee income on fee-based loans is generated at the time of closing, whereas originated mortgage loans held for sale generate
revenues at the time of sale (typically 30-60 days after closing). Accordingly, our production revenue in any given period is driven by a mix of mortgage loans
closed and mortgage loans sold. Total mortgage loans closed increased $12.6 billion (84%) to $27.6 billion in third quarter 2003, comprised of an $11.3 billion
(114%) increase in closed loans to be securitized (sold by us) and a $1.3 billion (26%) increase in closed loans which were fee-based. Refinancings increased
$10.0 billion (147%) to $16.7 billion and purchase mortgage closings grew $2.6 billion (32%) to $10.9 billion.

Net revenues from servicing mortgage loans increased $136 million primarily due to the $275 million non-cash provision for impairment of MSRs recorded in
third quarter 2002. Apart from this impairment charge, net servicing revenues declined $139 million substantially due to a quarter-over-quarter increase in MSR
amortization of $136 million (recorded as a contra revenue) resulting from the high levels of mortgage loan prepayments during third quarter 2003, which was
partially offset by a $9 million (9%) increase in recurring servicing fees (fees received for servicing existing loans in the portfolios) driven by a 16% quarter-over-
quarter increase in the average servicing portfolio to $125.2 billion. In addition, net servicing revenues declined $7 million from hedging and other derivative
activities to protect against changes in the fair value of MSR's due to fluctuations in interest rates.

Interest rates have risen from their lows in the earlier part of 2003 and, as such, we expect mortgage refinancing volume and resulting net production revenues to
decline comparatively in future quarters. However, in a rising interest rate environment, although no assurances can be given, the impact of lower revenues from a
decline in production should be partially offset by increased servicing revenues, net of hedge results. Historically, mortgage production and mortgage servicing
operations have been counter-cyclical in nature and represented a naturally offsetting relationship. Additionally, to supplement this relationship, we also maintain
a comprehensive, non-speculative mortgage risk management program to further mitigate the impact of fluctuations in interest rates on our operating results.
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Excluding the impact from NRT's significant acquisitions and NRT's real estate agent commission expenses (disclosed above), operating and administrative
expenses within this segment increased approximately $125 million primarily due to the direct costs incurred in connection with the high level of mortgage loan
production in third quarter 2003 and increased volumes in our real estate brokerage and settlement services operations.

Hospitality
Revenues increased $25 million (4%), while EBITDA declined $15 million (7%) in third quarter 2003 compared with third quarter 2002. Revenues from sales of
vacation ownership interests ("VOI's") in our timeshare resorts increased $30 million in third quarter 2003, a 10% increase over third quarter 2002, primarily as a
result of a 10% increase in tour flow at our timeshare resort sites. Income generated from the funding we provided to the purchasers of our timeshare units
decreased $10 million principally resulting from a reduction in gains recognized on the securitization of timeshare receivables pursuant to amendments made to
our timeshare receivable securitization structures in September 2003, which resulted in our consolidation of those entities and, at such time, ceased any gain
recognition upon the securitization of timeshare receivables. Timeshare subscription and exchange fee revenues within our timeshare exchange business increased
$7 million (7%) primarily due to a 12% increase in the average fee per exchange.

Royalties and marketing and reservation fund revenues within our lodging franchise operations declined $4 million (4%) in third quarter 2003. The number of
weighted average rooms available declined 6% primarily due to our decision to terminate certain properties from our franchise system that were not meeting
required standards. However, such quality control initiatives also contributed to an increase in the occupancy levels and average daily room rates at our lodging
brands and, as a result, revenue per available room increased 3% quarter-over-quarter and substantially offset the impact on royalties from the reduction in
available rooms.

We completed the acquisition of a European vacation rental company in fourth quarter 2002, the operating results of which have been included from its
acquisition date forward. The acquisition contributed incremental revenues and EBITDA of $7 million and $2 million, respectively, in third quarter 2003
compared with third quarter 2002. Excluding such acquisition, operating and administrative expenses within this segment increased approximately $35 million in
2003 principally due to increased timeshare sales-related expenses, including marginal expense increases on higher sales volumes, higher product costs on
developed timeshare inventory and an increased investment in marketing expenses to enhance future tour flow.

Travel Distribution
Revenues and EBITDA declined $8 million (2%) and $10 million (8%), respectively, in third quarter 2003 compared with third quarter 2002. Our travel
distribution segment derives revenues from (i) Galileo booking fees paid by travel suppliers for electronic global distribution and computer reservation services
("GDS"), (ii) fees and commissions for retail travel services provided by Cheap Tickets and Lodging.com, and (iii) transaction and other fees from providing
travel distribution services. Like other industry participants, we were unfavorably impacted by weak global travel demand in third quarter 2003, which was
affected by various factors, including continuing economic pressures and geopolitical concerns. As a result, Galileo worldwide air travel booking fees decreased
$5 million (2%) primarily due to a 4% reduction in international GDS booking volumes, partially offset by 1% growth in domestic GDS bookings reflecting
higher on-line leisure volume. In addition, travel agents leased less equipment from us in third quarter 2003 compared with third quarter 2002 and, as such,
subscriber fees declined quarter-over-quarter.

In April 2003, we completed the acquisition of Trip Network, which operates the on-line travel services business of Cheap Tickets. Trip Network contributed
$10 million in revenues and an EBITDA decline of $7 million in third quarter 2003. Our on-line booking volumes grew 29% in third quarter 2003
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compared with third quarter 2002 primarily due to (i) a shift in travel bookings from the traditional off-line channels to on-line channels, (ii) higher on-line travel
market share and (iii) increased merchant model hotel bookings. Merchant model hotel bookings are derived from a program whereby we provide distribution



channels for hotels to sell rooms and also control the retail markup with no risk of inventory loss to us. Additionally, revenues from our off-line travel agency
business declined $3 million in third quarter 2003. The results of our on-line and off-line travel agency operations are reflective of the general industry decline in
travel demand, as discussed above, reductions in commission rates paid by airlines and the lack of reduced-rate air inventory availability. Such results also reflect
our investment in the marketing and administration of our on-line travel services business, which we believe represents a significant opportunity for future
growth.

The impact on EBITDA of lower GDS and travel agency revenues was partially offset by variable expense savings on lower revenues and expense reductions due
to segment-wide cost containment initiatives, which we instituted during 2003 and 2002 to mitigate the impact of the industry decline. Lodging.com, our on-line
hotel reservation and travel services business acquired during third quarter 2002, contributed incremental revenues of $5 million in third quarter 2003.

Vehicle Services
Revenues and EBITDA increased $489 million (45%) and $44 million (31%), respectively, in third quarter 2003 compared with the comparable prior year
quarter. In November 2002, we acquired substantially all of the domestic operations, as well as select international operations, of the vehicle rental business of
Budget Group, Inc., a car and truck rental company. Budget's operating results, including integration costs, were included from the acquisition date forward and
contributed revenues and EBITDA of $492 million and $42 million, respectively, in third quarter 2003. Excluding Budget's third quarter 2003 results, revenue
declined $3 million (less than 1%) and EBITDA increased $2 million (1%) in third quarter 2003. Avis domestic car rental revenues declined $26 million (4%) in
third quarter 2003 compared with third quarter 2002 due to a 5% reduction in total car rental days, partially offset by a 2% increase in time and mileage revenue
per rental day reflecting an increase in pricing which has minimal associated incremental costs. In addition, EBITDA includes favorable program-related interest
costs of $9 million on the financing of vehicles due to lower interest rates, which was offset by increased vehicle-related net expenses primarily due to
incremental vehicle maintenance and damage costs. Despite reduced Avis revenues domestically, revenues from Avis' international operations increased
$16 million due to increased car rental transaction volume and pricing and the favorable impact to revenues of exchange rates, principally in Canada and
Australia (principally offset in EBITDA by the unfavorable impact on expenses). Avis' and Budget's revenues are primarily derived from car rentals at airport
locations.

Wright Express, our fleet fuel management subsidiary, recognized incremental revenues of $7 million in third quarter 2003, a 22% increase over third quarter
2002. This was primarily due to an increase in fuel card usage and higher gasoline prices, since Wright Express earns a percentage of the total gas purchases by its
clients.

Financial Services
Revenues increased $48 million (15%) while EBITDA declined $60 million (49%) in third quarter 2003 compared with third quarter 2002. Effective July 1, 2003,
pursuant to FIN 46, we consolidated Trilegiant (the company to which we outsourced our membership business in 2001). Trilegiant contributed revenues and
EBITDA of $109 million and $1 million, respectively, in third quarter 2003. Apart from the consolidation of Trilegiant, revenues and EBITDA declined,
reflecting an expected continued attrition of the membership base retained by us in connection with the outsourcing of our individual membership business to
Trilegiant. However, the impact on EBITDA was mitigated by a net reduction in expenses from servicing fewer members. A smaller membership base resulted in
a net revenue reduction of $48 million (net of $9 million of royalty income from Trilegiant), which was partially offset in EBITDA by net favorable membership
operating and marketing expenses of
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$15 million. Jackson Hewitt, our tax preparation franchise business, recorded $17 million less revenues in third quarter 2003 compared with third quarter 2002
due to timing, as certain tax services revenues were primarily earned during the second quarter of this year, as compared to last year when such revenues were
earned during the third quarter. The decline in EBITDA also includes a $7 million charge for restructuring actions taken in third quarter 2003 at our international
membership business, which included the closure and consolidation of certain facilities in the United Kingdom. Partially offsetting the unfavorable quarter-over-
quarter impact from the attrition of the membership base retained by us, the timing of Jackson Hewitt program revenues, and the restructuring of our international
membership operations, was an increase in the operating results of our insurance-wholesale businesses and the favorable impact of foreign currency exchange
rates on the revenues of our international membership business. Revenues in our insurance-wholesale businesses increased $12 million as a result of favorable
claims experience quarter-over-quarter and increased insurance premium collections.

Nine Months Ended September 30, 2003 vs. Nine Months Ended September 30, 2002

Our consolidated results from continuing operations were as follows:

  

Nine Months Ended September 30,

  

2003

 

2002

 

Change

Net revenues  $ 13,736 $ 10,238 $ 3,498
Total expenses   11,946  9,004  2,942
    
Income before income taxes and minority interest   1,790  1,234  556
Provision for income taxes   596  414  182
Minority interest, net of tax   17  16  1
    
Income from continuing operations  $ 1,177 $ 804 $ 373
    

Net revenues and total expenses increased approximately $3.5 billion (34%) and $2.9 billion (33%), respectively, principally due to the acquisitions of the
following businesses, which contributed incremental revenues and expenses, each aggregating approximately $2.5 billion.

Acquired Business

 

Date of
Acquisition

 

Incremental
Contribution to
Net Revenues

 

Incremental
Contribution to
Total Expenses

NRT Incorporated(a)  April 2002  $ 1,012 $ 1,054



Trendwest Resorts, Inc.(b)  April 2002   169  150

Net assets of Budget Group, Inc.(c)  November 2002   1,339  1,325
     
Total Contributions    $ 2,520 $ 2,529
     

(a) Represents NRT and NRT's significant brokerage acquisitions subsequent to our ownership. Principally reflects the results of operations from January 1
through April 16, 2003 (the corresponding period during which these businesses were not included during the nine months ended September 30, 2002).

(b) Reflects the results of operations from January 1 through April 30, 2003 (the corresponding period during which this business was not included during the
nine months ended September 30, 2002).

(c) While we expect to spend a total of $80 to $100 million in 2003 to integrate Budget, approximately $20 million of such amount will be expensed in 2003,
while approximately $30 to $40 million will be deferred to future years. The remaining costs primarily represent cash payments to exit activities, which
will be recorded as reductions to the related purchase accounting liabilities during 2003.
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In addition to the contributions made by the aforementioned acquired businesses, revenues and expenses also increased period-over-period from (i) organic
growth in our real estate services businesses, especially our real estate brokerage and mortgage businesses (even after adjusting for the $275 million non-cash
provision for impairment of our mortgage servicing rights asset, which was recorded in third quarter 2002 and is discussed in greater detail under the section
entitled "Real Estate Services" below) and (ii) the consolidation of Trilegiant, which contributed incremental revenues and expenses of $109 million and
$111 million, respectively. The growth in our mortgage and real estate brokerage businesses also contributed to the increase in total expenses as we incurred
additional expenses to support the continued high level of mortgage loan production, related servicing activities and home sale transactions. The increases in total
expenses were partially offset by a reduction of $221 million in acquisition and integration related costs primarily due to the amortization in 2002 of the pendings
and listings intangible asset acquired as part of the acquisition of NRT, which was amortized over the closing period of the underlying contracts (less than five
months). Our overall effective tax rate decreased to 33.3% for the nine months ended September 30, 2003 from 33.5% for the comparable period in 2002
primarily due to the utilization of capital loss carryforwards, partially offset by an increase in state taxes and non-deductible items. As a result of the above-
mentioned items, income from continuing operations increased $373 million (46%).
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Discussed below are the results of operations for each of our reportable segments. The information presented for the nine months ended September 30, 2002 has
been revised to reflect the previously described change in the performance measure that we use to evaluate the operating results of our reportable segments.

  

Revenues

 

EBITDA

 

  

2003

 

2002

 

%
Change

 

2003

 

2002

 

%
Change

 
Real Estate Services  $ 5,123 $ 3,181 61% $ 1,015 $ 556 83%
Hospitality   1,910  1,640 16  483  489 (1)
Travel Distribution   1,266  1,314 (4)  351  406 (14)
Vehicle Services   4,360  3,048 43  369  336 10 
Financial Services   1,034  1,052 (2)  302  374 (19)
          
 Total Reportable Segments   13,693  10,235 34  2,520  2,161 17 

Corporate and Other(a)   43  3 *  (39)  (115) * 
          
 Total Company  $ 13,736 $ 10,238 34  2,481  2,046   
              
Less:    Non-program related depreciation and amortization   387  337   
             Non-program related interest expense, net   234  194   
             Early extinguishment of debt   58  42   
             Amortization of pendings and listings   12  239   
              
             Income before income taxes and minority interest  $ 1,790 $ 1,234   
              

* Not meaningful.
(a) Includes the results of operations of our non-strategic businesses, unallocated corporate overhead, the elimination of transactions between segments and,

in 2003, a $30 million gain on the sale of our investment in Entertainment Publications, Inc.

Real Estate Services
Revenues and EBITDA increased $1,942 million (61%) and $459 million (83%), respectively, in nine months 2003 compared with nine months 2002, reflecting
growth across all of our real estate businesses.

Revenues and EBITDA were primarily impacted by increased production volume and servicing revenues at our mortgage business and by the April 17, 2002
acquisition of NRT, our real estate brokerage subsidiary, and subsequent acquisitions by NRT of other real estate brokerages (the operating results of which have
been included from the acquisition dates forward). NRT (inclusive of its title and closing business) and NRT's significant brokerage acquisitions, subsequent to
our ownership, contributed an incremental $1,012 million of revenues and an EBITDA decline of $19 million from January 1, 2003 through April 16, 2003. This
EBITDA decline is reflective of the seasonality of the real estate brokerage business, whereby the operating results are typically weakest in the early part of the
calendar year and strengthen in the second and third quarters. Excluding the impact of NRT's significant brokerage acquisitions, NRT generated incremental



revenues of $187 million (net of $12 million of intercompany royalties paid to our real estate franchise business), a 10% increase in the comparable post-
acquisition periods in 2003 versus 2002. The increase in NRT's revenues was substantially comprised of incremental net commission income on home sale
transactions primarily due to a 9% increase in the average price of homes sold. Real estate agent commission expenses also increased $117 million as a result of
the incremental gross commissions earned on home sale transactions. During 2002 (prior to our acquisition of NRT), we received royalty and marketing fees from
NRT of $66 million, real estate referral fees of $9 million and a $16 million fee in connection with the termination of a franchise agreement under which NRT
operated brokerage offices under our
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ERA real estate brand. We also had a preferred stock investment in NRT, which generated dividend income of $10 million prior to our acquisition in 2002. In
addition, revenues in nine months 2003 benefited by $76 million (with no impact on EBITDA) from certain accounting reclassifications made in 2003 primarily
in connection with the merger of our pre-existing title and closing businesses with and into the larger-scale title and appraisal business of NRT. Upon the
combining of such businesses, we changed certain accounting presentations used by our pre-existing businesses to conform to the presentations used by NRT.
Excluding such reclassifications, our settlement services business generated incremental revenues of $74 million compared with nine months 2002. Title,
appraisal and other closing fees all increased due to higher volumes, consistent with the growth in the mortgage origination markets, and cross-selling initiatives.

On a comparable basis, including post-acquisition intercompany royalties paid by NRT to our real estate franchise business, our real estate franchise brands
contributed incremental royalties and marketing fund revenues of $54 million in nine months 2003, an increase of 11% over nine months 2002, due to a 5%
increase in volume of home sale transactions and a 9% increase in the average price of homes sold. Royalty increases in the real estate franchise business are
recognized with little or no corresponding increase in expenses due to the significant operating leverage within our franchise operations.

Revenues from mortgage-related activities grew $576 million (246%) in nine months 2003 compared with nine months 2002 due to a significant increase in
mortgage loan production, partially offset by an increase in amortization of our MSRs as low interest rates resulted in record levels of mortgage refinancing
activity. Revenues and EBITDA in last year's third quarter were adversely impacted by a $275 million non-cash provision for impairment of our MSRs. Declines
in interest rates at such time resulted in increases to our current and estimated future loan prepayment rates and a corresponding provision for impairment against
the value of our MSRs. Excluding the $275 million non-cash MSR impairment provision in third quarter 2002, revenues from mortgage-related activities
increased $301 million (59%) in nine months 2003.

Revenues from mortgage loan production increased $497 million (86%) in nine months 2003 compared with the prior year period and were derived from growth
in our fee-based mortgage origination operations (discussed below) and a 91% increase in the volume of loans that we sold. We sold $48.2 billion of mortgage
loans in nine months 2003 compared with $25.8 billion in nine months 2002, generating incremental production revenues of $378 million. In addition, production
revenues generated from our fee-based mortgage-origination activity increased $119 million (74%), as compared with nine months 2002. Production fee income
on fee-based loans is generated at the time of closing, whereas originated mortgage loans held for sale generate revenues at the time of sale (typically 30-60 days
after closing). Accordingly, our production revenue in any given period is driven by a mix of mortgage loans closed and mortgage loans sold. Total mortgage
loans closed increased $28.7 billion (72%) to $68.8 billion in nine months 2003, comprised of a $25.0 billion (99%) increase in closed loans to be securitized
(sold by us) and a $3.7 billion (25%) increase in closed loans that were fee-based. Refinancings increased $24.2 billion (133%) to $42.5 billion and purchase
mortgage closings grew $4.5 billion (21%) to $26.3 billion.

Net revenues from servicing mortgage loans increased $79 million primarily due to the $275 million non-cash provision for impairment of MSRs recorded in
third quarter 2002. Apart from this impairment charge, net servicing revenues declined $196 million primarily due to a period-over-period increase in MSR
amortization and provision for impairment of $351 million (recorded as a contra revenue), partially offset by $133 million of incremental gains from hedging and
other derivative activities. The increase in MSR amortization and provision for impairment is a result of the high levels
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of refinancings and related mortgage loan prepayments in nine months 2003 due to low mortgage interest rates during 2003, while the incremental gains from
hedging and other derivative activities resulted from our strategies to protect against changes in the fair value of MSRs due to fluctuations in interest rates. In
addition, recurring servicing fees (fees received for servicing existing loans in the portfolio), increased $28 million (9%) driven by a 16% period-over-period
increase in the average servicing portfolio, which rose to $120.3 billion for the nine-month period in 2003.

Interest rates have risen from their lows in the earlier part of 2003 and, as such, we expect mortgage refinancing volume and resulting net production revenues to
decline comparatively in future quarters. However, in a rising interest rate environment, although no assurances can be given, the impact of lower revenues from a
decline in production should be partially offset by increased servicing revenues, net of hedge results. Historically, mortgage production and mortgage servicing
operations have been counter-cyclical in nature and represented a naturally offsetting relationship. Additionally, to supplement this relationship, we also maintain
a comprehensive, non-speculative mortgage risk management program to further mitigate the impact of fluctuations in interest rates on our operating results.

Excluding the impact from our acquisition of NRT, NRT's significant acquisitions and NRT's real estate agent commission expenses (disclosed above), operating
and administrative expenses within this segment increased approximately $265 million primarily due to the direct costs incurred in connection with continued
high levels of mortgage loan production and related servicing activities.

Hospitality
Revenues increased $270 million (16%), while EBITDA declined $6 million (1%) in nine months 2003 compared with nine months 2002. We completed the
acquisitions of Trendwest, a leading vacation ownership company, in June 2002 (90% was acquired in April 2002); Equivest Finance, Inc. in February 2002 and
certain European vacation rental companies during 2002. The operating results of the acquired companies were included from the acquisition dates forward and,
therefore, were incremental for the portions of nine months 2003 that were pre-acquisition periods in 2002. Accordingly, Trendwest, Equivest and the acquired
vacation rental companies contributed incremental revenues of $169 million, $8 million and $52 million, respectively, and EBITDA of $23 million, $2 million
and $15 million, respectively, in nine months 2003 compared with nine months 2002. In February 2003, we acquired the common interests of FFD Development
Company LLC, ("FFD"), the primary developer of timeshare inventory for our Fairfield Resorts subsidiary. The operating results of FFD were included from the
acquisition date forward and were not significant to our segment results subsequent to our acquisition. Prior to our acquisition, we owned a preferred stock
investment in FFD, which accrued a dividend, and we also received additional fees from FFD for providing various support services. Accordingly, prior to our
acquisition, FFD contributed incremental revenues and EBITDA of $12 million and $2 million, respectively. Excluding the impact from acquisitions, revenues



increased $29 million (2%), while EBITDA declined $48 million (10%) for the comparable nine month periods in 2003 and 2002. Travel demand during nine
months 2003 was negatively impacted by the military conflict in Iraq, as well as economic pressures which contributed to suppressing volumes within certain of
our hospitality-related businesses and, in turn, reduced the EBITDA margin (EBITDA as a percentage of revenues) from 30% in nine months 2002 to 26% in nine
months 2003. Despite a challenging travel environment, revenues from sales of VOIs in our timeshare resorts increased $48 million in nine months 2003, a 7%
increase over nine months 2002, as we increased tour flow at our timeshare resort sites by 7%. Income generated from the funding we provided to the purchasers
of our timeshare units decreased $16 million principally resulting from a reduction in gains recognized on the securitization of timeshare receivables pursuant to
amendments made to our principal timeshare receivable securitization structures in September 2003 and certain changes made to the terms of our financing
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arrangements during second quarter 2003. The amendments to our securitization structures in September 2003 resulted in our consolidation of those entities and,
at such time, we ceased any recognition of gains upon the securitization of timeshare receivables. Timeshare subscription and exchange fee revenues within our
timeshare exchange business increased $22 million (7%) primarily due to a 12% increase in the average fee per exchange, which was partially offset by a 4%
reduction in the volume of exchange transactions.

Royalties and marketing and reservation fund revenues within our lodging franchise operations declined $9 million (3%) in nine months 2003 due to a 5% decline
in the number of weighted average rooms available following our decision to terminate from our franchise system certain properties that were not meeting
required standards. However, such quality control initiatives also contributed to an increase in the occupancy levels and average daily room rates at our lodging
brands, and, as a result, revenue per available room increased 2% period-over-period and substantially offset the impact on royalties from the reduction in
available rooms. Our lodging franchise business and our franchisees were unfavorably impacted by the weaker travel environment, as discussed above, and as a
result, during nine months 2003, we recorded an incremental $8 million of non-cash expenses related to the doubtful collectibility of certain franchisee
receivables. Excluding acquisitions, operating and administrative expenses within this segment increased approximately $70 million in nine months 2003
principally due to increased timeshare sales-related expenses, including marginal expense increases on higher sales volumes, higher product costs on developed
timeshare inventory and an increased investment in marketing spending to enhance tour flow.

Travel Distribution
Revenues and EBITDA declined $48 million (4%) and $55 million (14%), respectively, in nine months 2003 compared with nine months 2002. Our travel
distribution segment derives revenue from (i) Galileo booking fees paid by travel suppliers for electronic GDS, (ii) fees and commissions for retail travel services
provided by Cheap Tickets and Lodging.com, and (iii) transaction and other fees from providing travel distribution services. Like other industry participants, we
were unfavorably impacted by weak global travel demand during nine months 2003. Travel demand in nine months 2003 was negatively affected by various
factors, including the military conflict in Iraq and terrorist threat alerts, continuing economic pressures and SARS concerns in the Asia-Pacific region and other
parts of the world. Such factors suppressed bookings and revenues across our travel distribution businesses but primarily impacted international travel volumes.
Galileo worldwide domestic air travel booking fees decreased $67 million (7%) primarily due to a 12% reduction in international GDS booking volumes.
However, this was partially offset by a 1% growth in domestic air bookings, reflecting higher on-line leisure volumes. Galileo subscriber fees and EBITDA
during nine months 2003 increased $28 million and $12 million, respectively, due to the acquisition of national distribution companies ("NDCs") in Europe
during 2002. NDCs are independent organizations that market and sell Galileo global distribution and computer reservation services to travel agents and other
subscribers. During the summer of 2002, we also acquired two other companies that supply reservation and distribution services to the hospitality industry. The
operating results of such companies were included from the acquisition dates forward and collectively contributed revenue of $24 million with a nominal
EBITDA impact during nine months 2003.

In April 2003, we completed the acquisition of Trip Network, which operates the on-line travel services business of Cheap Tickets. Trip Network contributed
$19 million in revenues and an EBITDA decline of $18 million in nine months 2003. Our on-line booking volumes grew 46% in nine months 2003 compared
with nine months 2002 primarily due to (i) a shift in travel bookings from the traditional off-line channels to on-line channels, (ii) higher on-line travel market
share and (iii) increased merchant model hotel bookings. Merchant model hotel bookings are derived from a program whereby
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we provide the distribution channels for hotels to sell rooms and also control the retail markup with no risk of inventory loss to us. Additionally, revenues from
our off-line travel agency business declined $19 million in nine months 2003. The results of our on-line and off-line travel agency operations are reflective of the
general industry decline in travel demand, as discussed above, reductions in commission rates paid by airlines, the lack of reduced-rate air inventory availability
and a decline in travel-related clubs which are serviced by us. Such results also reflect our investment in the marketing and administration of our on-line travel
services business, which we believe represents a significant opportunity for future growth.

The impact on EBITDA of lower GDS and travel agency revenues was partially offset by variable expense savings on lower revenues and expense reductions due
to segment-wide cost containment initiatives implemented in 2002 and 2003 to mitigate the impact of the industry decline. Additionally, EBITDA in nine months
2003 was favorably impacted by $8 million in connection with a contract termination settlement during first quarter 2003.

Vehicle Services
Revenues and EBITDA increased $1,312 million (43%) and $33 million (10%), respectively, in nine months 2003 compared with the prior year period primarily
due to our November 2002 acquisition of substantially all of the domestic assets, as well as selected international operations, of the vehicle rental business of
Budget Group, Inc. Budget's operating results, including integration costs, were included from the acquisition date forward and contributed revenues and
EBITDA of $1,339 million and $35 million, respectively, in nine months 2003. Excluding Budget's nine months 2003 results, revenue and EBITDA declined
$27 million (less than 1%) and $2 million (less than 1%), respectively, in nine months 2003, which is primarily attributable to reduced car rental demand offset by
increased pricing at Avis. Avis domestic car rental revenues declined $87 million (5%) in nine months 2003 compared with nine months 2002. The net reduction
in domestic car rental revenues at Avis was primarily due to a 6% period-over-period reduction in the total number of car rental days. This was partially offset by
a 2% increase in time and mileage revenue per rental day reflecting an increase in pricing which has minimal associated incremental costs. In addition, EBITDA,
period-over-period, includes favorable program-related interest costs of $27 million on the financing of vehicles due to lower interest rates and $38 million of
lower program-related depreciation expense on vehicles due to a different mix of vehicles in Avis' fleet bearing a lower cost in 2003 compared with 2002. This
favorable impact on EBITDA was substantially offset by incremental vehicle-related net expenses and customer service costs. The increase in vehicle-related net
expenses includes incremental maintenance costs, damages on vehicles, a decline in gas reimbursements from Avis car rental customers and higher vehicle
license and registration costs. Despite reduced Avis revenue domestically, revenues from Avis' international operations increased $38 million due to increased



transaction volume and the favorable impact to revenues of exchange rates in Canada, Australia and New Zealand (principally offset in EBITDA by the
unfavorable impact on expenses).

Wright Express, our fleet fuel management subsidiary, recognized incremental revenues of $24 million (26%) in nine months 2003 compared with the prior year
period. This was primarily due to an increase in fuel card usage and higher gasoline prices, since Wright Express earns a percentage of the total gas purchases by
its clients.

Financial Services
Revenues and EBITDA decreased $18 million (2%) and $72 million (19%), respectively, in nine months 2003 compared with the comparable prior year nine
months. Effective July 1, 2003, pursuant to FIN 46, we consolidated Trilegiant. Trilegiant contributed revenues and EBITDA of $109 million and $1 million,
respectively, subsequent to our consolidation in 2003. Apart from the consolidation of
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Trilegiant, revenues and EBITDA declined, reflecting an expected continued attrition of the membership base retained by us in connection with the outsourcing of
our individual membership business to Trilegiant; however, the impact on EBITDA was mitigated by a net reduction in expenses from servicing fewer members.
A smaller membership base resulted in a net revenue reduction of $162 million (net of $17 million of royalty income from Trilegiant), which was partially offset
in EBITDA by net favorable membership operating and marketing expenses of $88 million. Partially offsetting the impact from the attrition of the membership
business was revenue growth in our Jackson Hewitt tax preparation franchise operations, an increase in the operating results of our insurance-wholesale
businesses and the favorable impact of foreign currency exchange rates on the revenues of our international membership business, which was principally offset in
EBITDA by the unfavorable impact of foreign exchange rates on expenses. Jackson Hewitt generated incremental franchise royalty and tax preparation revenues
of $12 million and $7 million, respectively, in nine months 2003 compared with nine months 2002 principally driven by a 12% increase in total system tax return
volume and a 7% increase in the average price per return. Royalties in our tax preparation franchise business are recognized with nominal increases in expenses
due to significant operating leverage within this business. Revenues in our insurance-wholesale businesses increased $13 million as a result of favorable claims
experience quarter-over-quarter and increased insurance premium collections. Additionally, in second quarter 2003, we ceased marketing and selling new long-
term care policies within our long-term preferred care business but will continue servicing the existing in-force block of policy holders. This resulted in a
reduction in revenue of $6 million with a nominal impact to EBITDA for the comparable nine month period. EBITDA in nine months 2003 was also impacted by
an $8 million expense incurred in connection with a litigation settlement and a $7 million charge for restructuring actions taken in third quarter 2003 at our
international membership business, which included the closure and consolidation of certain facilities in the United Kingdom.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES 

We present separately the financial data of our management and mortgage programs. These programs are distinct from our other activities as the assets are
generally funded through the issuance of debt that is collateralized by such assets. Specifically, in our vehicle rental, vehicle management, relocation, mortgage
services and vacation ownership businesses, assets under management and mortgage programs are funded through either borrowings under asset-backed funding
arrangements or unsecured borrowings at our PHH subsidiary. Such borrowings are classified as debt under management and mortgage programs. The income
generated by these assets is used, in part, to repay the principal and interest associated with the debt. Cash inflows and outflows relating to the generation or
acquisition of such assets and the principal debt repayment or financing of such assets are classified as activities of our management and mortgage
programs.    We believe it is appropriate to segregate the financial data of our management and mortgage programs because, ultimately, the source of repayment
of such debt is the realization of such assets.
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FINANCIAL CONDITION

  

September 30,
2003

 

December 31,
2002

 

Change

 
Total assets exclusive of assets under management and mortgage programs  $ 21,067 $ 20,775 $ 292 
Total liabilities exclusive of liabilities under management and mortgage programs   12,829  12,443  386 
Assets under management and mortgage programs   20,005  15,122  4,883 
Liabilities under management and mortgage programs   18,288  13,764  4,524 
Mandatorily redeemable preferred interest   —  375  (375)
Stockholders' equity   9,955  9,315  640 

Total assets exclusive of assets under management and mortgage programs increased primarily due to an increase of $878 million in cash and cash equivalents
(see "Liquidity and Capital Resources—Cash Flow" for a detailed discussion of such increase), which was partially offset by (i) a reduction in timeshare-related
inventory as a result of a reclassification to assets under management and mortgage programs as such assets were financed under a program during first quarter
2003, (ii) a decrease in non-current deferred income taxes primarily resulting from the utilization of a portion of our net operating loss carryforward and (iii) the
sale of real estate in the normal course of our mortgage services business.

Total liabilities exclusive of liabilities under management and mortgage programs increased primarily due to (i) an increase in deferred income principally
resulting from the consolidation of Trilegiant ($237 million) and (ii) an increase in the derivative liability associated with our outstanding corporate indebtedness
($133 million). Such increases were partially offset by a net reduction in outstanding corporate debt securities (see "Liquidity and Capital Resources—Financial
Obligations—Corporate Indebtedness" for a detailed account of this reduction).

Assets under management and mortgage programs increased primarily due to (i) the consolidation of Bishop's Gate, which increased our mortgage loans held for
sale by $3.1 billion, (ii) the consolidation of the Sierra entities, the acquisition of FFD Development Company, LLC and the reclassification of timeshare-related
inventory (referred to above), which collectively increased our timeshare-related assets by $1.3 billion and (iii) the purchase of vehicles used primarily in our
vehicle rental operations.



Liabilities under management and mortgage programs increased primarily due to the consolidation of Bishop's Gate and the Sierra entities and additional debt
borrowings to support the growth in our portfolio of assets under management and mortgage programs, as discussed above (see "Liquidity and Capital Resources
—Financial Obligations—Debt Related to Management and Mortgage Programs" for a detailed account of the change in debt related to management and
mortgage programs).

The decrease in mandatorily redeemable preferred interest represents our prepayment of these securities in September 2003.

Stockholders' equity increased primarily due to (i) $884 million of net income generated during the nine months ended September 30, 2003 and (ii) $299 million
related to the exercise of employee stock options. Such increases were partially offset by our repurchase of $710 million (46 million shares) in CD common stock.
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LIQUIDITY AND CAPITAL RESOURCES

Our principal sources of liquidity are cash on hand and our ability to generate cash through operations and financing activities, as well as available credit and
securitization facilities, each of which is discussed below.

Cash Flows
At September 30, 2003, we had approximately $1.0 billion of cash on hand, an increase of $878 million from $126 million at December 31, 2002. The following
table summarizes such increase:

  

Nine Months Ended September 30,

 

  

2003

 

2002

 

Change

 
Cash provided by (used in):           
 Operating activities  $ 3,425 $ 363  (a) $ 3,062 
 Investing activities   (2,604)  (1,001)(b)  (1,603)
 Financing activities   67  (1,185)  1,252 
Effects of exchange rate changes   (10)  12  (22)
Cash provided by discontinued operations   —  74  (74)
Net change in cash and cash equivalents  $ 878 $ (1,737) $ 2,615 

(a) Includes (i) the 2002 application of $1.41 billion of payments made to the stockholder litigation settlement trust in 2001 to extinguish a portion of the
principal stockholder litigation settlement liability and (ii) $1.44 billion of payments made during 2002 to extinguish a portion of the principal stockholder
litigation settlement liability.

(b) Includes $1.41 billion of proceeds from the principal stockholder litigation settlement trust, which were used during the same period to extinguish a
portion of the principal stockholder litigation settlement liability, as discussed in (a) above.

During the nine months ended September 30, 2003, we generated approximately $3.1 billion more cash from operating activities as compared to the nine months
ended September 30, 2002. This change principally reflects the completion of our funding the principal stockholder litigation settlement liability in 2002, as noted
in the table above. Excluding the effects of the principal stockholder litigation settlement funding, net cash provided by operating activities increased by
$212 million. Such change primarily represents (i) stronger operating results, (ii) better management of our working capital and (iii) proceeds received from the
termination of fair value hedges of corporate debt instruments (we subsequently reset these hedge positions to create a desired balance between our floating rate
debt and floating rate assets). These increases were partially offset by the operating activities of our management and mortgage programs which produced a net
cash outflow resulting from timing differences between the origination of mortgage loans and the receipt of proceeds from the sale of such loans.

During the nine months ended September 30, 2003, we used approximately $1.6 billion more cash in investing activities as compared to the nine months ended
September 30, 2002. This change principally reflects the absence in 2003 of (i) $1.41 billion of proceeds received in 2002 from the stockholder litigation
settlement trust, which represented funds that we deposited to the trust in 2001 that were then used in 2002 to fund the stockholder litigation settlement liability,
as discussed above, and (ii) $1.2 billion in net proceeds received from the May 2002 sale of our car parking facility business. Excluding these amounts, we used
$982 million less cash for investing activities during 2003 as compared to the same period in 2002. This decrease primarily reflects our decision to significantly
curtail acquisitions, as evidenced by an almost $800 million reduction in cash used for this purpose. Also contributing to this change are aggregate proceeds of
$97 million received in 2003 on the sale of assets, specifically our investment in Entertainment Publications, Inc. ($33 million) and the sale/leaseback of two of
our facilities ($64 million). We also increased our capital expenditures in 2003 by
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$74 million to support operational growth and businesses acquired in 2002, and to enhance marketing opportunities and develop operating efficiencies through
technological improvements. We continue to anticipate aggregate capital expenditure investments for 2003 to be in the range of $450 million to $480 million. The
investing activities of our management and mortgage programs remained relatively flat period-over-period.

During the nine months ended September 30, 2003, we generated $67 million of net cash from financing activities as compared to using approximately
$1.2 billion of net cash during the comparable period in 2002. While we benefited from approximately $2.6 billion of proceeds received during 2003 on the
issuance of fixed-rate debt, this cash was deployed primarily to increase debt repayments by approximately $1.8 billion and to increase share repurchases period-
over-period. These actions demonstrate our dedication to strengthening our financial position. Further contributing to this change is an increase of $844 million in
the cash provided by the financing activities of our management and mortgage programs primarily resulting from greater borrowings in 2003 to support the
purchase of vehicles used in our vehicle rental operations. See "Liquidity and Capital Resources—Financial Obligations" for a detailed discussion of financing
activities during the nine months ended September 30, 2003.



Throughout the remainder of 2003, we intend to continue to demonstrate our commitment to improve our balance sheet by reducing corporate indebtedness and
repurchasing outstanding shares of our common stock. We currently expect to use $229 million of cash in December 2003 to retire our 73/4% notes. Additionally,
management currently intends to use cash to redeem our zero coupon senior convertible contingent notes and zero coupon convertible debentures on or
subsequent to their call dates (February 2004 and May 2004, respectively); however, holders of these instruments may convert them into shares of our common
stock if the price of such stock exceeds the stipulated thresholds or upon the exercise of our call provisions. We also intend to begin paying a quarterly cash
dividend in 2004 (starting at seven cents per share). While we expect to use approximately $280 million of cash to pay this dividend in 2004, we anticipate
increasing the dividend over time as our earnings and cash flow grow.

Financial Obligations
At September 30, 2003, we had approximately $23.3 billion of indebtedness (including corporate indebtedness of $5.4 billion, Upper DECS of $863 million and
debt under management and mortgage programs of $17.0 billion).
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Corporate Indebtedness
Corporate indebtedness consisted of:

  

Earliest
Mandatory
Redemption

Date

 

Final
Maturity

Date

 

September 30,
2003

 

December 31,
2002

 

Change

 
Term notes:               
 73/4% notes  December 2003  December 2003  $ 229 $ 966 $ (737)
 67/8% notes  August 2006  August 2006   849  849  — 
 61/4% notes(a)  January 2008  January 2008   796  —  796 
 11% senior subordinated notes  May 2009  May 2009   337  530  (193)
 61/4% notes(b)  March 2010  March 2010   348  —  348 
 73/8% notes(a)  January 2013  January 2013   1,190  —  1,190 
 71/8% notes(b)  March 2015  March 2015   250  —  250 
Contingently convertible debt securities:               
 Zero coupon senior convertible contingent notes  February 2004  February 2021   428  420  8 
 Zero coupon convertible debentures  May 2004  May 2021   7  857  (850)
 37/8% convertible senior debentures  November 2004  November 2011   804  1,200  (396)
Other:               
 Revolver borrowings    December 2005   —  600  (600)
 Net hedging gains(c)       80  89  (9)
 Other       101  90  11 
         

       5,419  5,601  (182)
Mandatorily redeemable preferred interest in a subsidiary   —  375  (375)
Upper DECS       863  863  — 
         

      $ 6,282 $ 6,839 $ (557)
         

(a) These notes, issued in January 2003, are senior unsecured obligations and rank equally in right of payment with all our existing and future unsecured senior indebtedness.
(b) These notes, issued in March 2003, are senior unsecured obligations and rank equally in right of payment with all our existing and future unsecured senior indebtedness.
(c) As of September 30, 2003, the balance represents $213 million of realized gains resulting from the termination of fair value hedges, which we will amortize to reduce future interest expense. These

hedge positions were reset to create a desired balance between our floating rate debt and floating rate assets. Partially offsetting the gains of $213 million are mark to market adjustments of
$133 million on these new fair value interest rate hedges.
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The change in our total corporate debt reflects the issuance of $2.6 billion in notes with maturity dates ranging from five to twelve years, the proceeds of which
were primarily used to repurchase debt with nearer-term maturities or mandatory redemption provisions. Through third quarter 2003, we have repurchased/repaid
approximately $3.2 billion of our outstanding corporate debt, $1.6 billion of which was scheduled to mature or potentially become due in 2003 (73/4% notes and
zero coupon convertible debentures) and $396 million of which was scheduled to potentially become due in November 2004 (37/8% convertible senior
debentures). Through these repurchases, we have not only eliminated a significant liquidity need, we have also removed 49.7 million shares of potential dilution
from our future earnings per share. The number of shares of common stock potentially issuable for each of our contingently convertible debt securities is detailed
below (in millions):

  

September 30,
2003

 

December 31,
2002

 

Change

 
Zero coupon convertible debentures  0.3 33.5 (33.2)
Zero coupon senior convertible contingent notes  22.0 22.0 — 
37/8% convertible senior debentures  33.4 49.9 (16.5)
     
  55.7 105.4 (49.7)
     

Debt Under Management and Mortgage Programs
The following table summarizes the components of our debt under management and mortgage programs:



  

September 30,
2003

 

December 31,
2002

 

Change

 
Asset-Backed Debt:           
 Vehicle rental program(a)  $ 6,562 $ 6,082 $ 480 

 Vehicle management program(b)   3,069  3,058  11 

 Mortgage program           
  Bishop's Gate(c)   3,098  —  3,098 

  Other   500  871  (371)
 Timeshare program           
  Sierra(d)   717  —  717 

  Other(e)   340  145  195 

 Relocation program   —  80  (80)
     
   14,286  10,236  4,050 
     

Unsecured Debt:           
 Term notes(f)   1,943  1,421  522 

 Commercial paper   590  866  (276)
 Bank loans   42  107  (65)
 Other   182  117  65 
     
   2,757  2,511  246 
     
Total debt under management and mortgage programs  $ 17,043 $ 12,747 $ 4,296 
     

(a) The change in the balance at September 30, 2003 principally reflects an increase in outstanding term notes at various interest rates. At September 30,
2003, approximately $5.3 billion of asset-backed term notes were included in outstanding borrowings.

(b) At September 30, 2003, approximately $2.6 billion of asset-backed term notes were included in outstanding borrowings.

48

(c) As of December 31, 2002, Bishop's Gate had $2.5 billion of indebtedness, which was not recorded on our Consolidated Condensed Balance Sheet as
Bishop's Gate was not consolidated on such date. See Note 8 to our Consolidated Condensed Financial Statements for more detailed information
regarding Bishop's Gate.

(d) As of December 31, 2002, the Sierra entities had $550 million of debt outstanding, which was not recorded on our Consolidated Condensed Balance Sheet
as these entities were not consolidated on such date. See Note 8 to our Consolidated Condensed Financial Statements for more detailed information
regarding the Sierra entities.

(e) The change in the balance at September 30, 2003 primarily reflects the borrowing of $219 million under a timeshare financing agreement.
(f) The change in the balance at September 30, 2003 principally reflects (i) the issuance of $400 million of 6% term notes due March 2008, (ii) the issuance

of $600 million of 71/8% term notes due March 2013, (iii) the issuance of $187 million of term notes with various interest rates and maturity dates and
(iv) the February 2003 repayment of $650 million of 81/8% term notes.

The following table provides the contractual maturities for our debt under management and mortgage programs at September 30, 2003 (except for notes issued
under our vehicle management and Sierra timeshare programs, where the underlying indentures require payments based on cash inflows relating to the
corresponding assets under management and mortgage programs and for which appropriate estimates have been used):

  

Unsecured(*)

 

Asset-Backed

 

Total

Within 1 year  $ 224 $ 4,437 $ 4,661
Between 1 and 2 years   823  2,835  3,658
Between 2 and 3 years   6  3,295  3,301
Between 3 and 4 years   187  1,384  1,571
Between 4 and 5 years   430  1,177  1,607
Thereafter   1,087  1,158  2,245
    
  $ 2,757 $ 14,286 $ 17,043
    

(*) Unsecured commercial paper borrowings of $590 million are assumed to be repaid with borrowings under our PHH subsidiary's committed credit
facilities, which expire in February 2005, as such amount is fully supported by these committed credit facilities, which are detailed below.

Subsequent to September 30, 2003, we issued $500 million of term notes under our vehicle rental program. Approximately $200 million of such notes mature in
December 2006 and bear interest at a fixed rate of 2.78% and approximately $300 million of such notes mature in December 2008 and bear interest at a floating
rate of LIBOR plus 38 basis points.

AVAILABLE FUNDING ARRANGEMENTS AND COMMITTED CREDIT FACILITIES
At September 30, 2003, we had approximately $5.0 billion of available funding arrangements and credit facilities (comprised of approximately $1.7 billion of



availability at the corporate level and approximately $3.3 billion available for use in our management and mortgage programs). As of September 30, 2003, the
committed credit facilities at the corporate level consisted of:

  

Total
Capacity

 

Outstanding
Borrowings

 

Letters of
Credit Issued

and Outstanding(a)

 

Available
Capacity(b)

Maturing in December 2005  $ 2,900 $ — $ 1,202 $ 1,698

(a) Issued primarily as credit enhancements to provide additional collateralization for our vehicle rental financing arrangements.
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(b) Includes $548 million of capacity to issue additional letters of credit.

Available funding under our asset-backed debt programs and committed credit facilities related to our management and mortgage programs as of September 30,
2003 consisted of:

  

Total
Capacity

 

Outstanding
Borrowings

 

Available
Capacity

Asset-Backed Funding Arrangements(a)          

 Vehicle rental program  $ 7,714 $ 6,562 $ 1,152
 Vehicle management program   3,599  3,069  530
 Mortgage program          
  Bishop's Gate   3,176  3,098  78
  Other   500  500  —
 Timeshare program          
  Sierra   834  717  117
  Other   425  340  85
 Relocation program   100  —  100
    
   16,348  14,286  2,062
    

Committed Credit Facilities(b)          

 Maturing in February 2005(c)   500  —  500

 Maturing in February 2005   750  —  750
    
   1,250  —  1,250
    
  $ 17,598 $ 14,286 $ 3,312
    

(a) Capacity is subject to maintaining sufficient assets to collateralize debt.
(b) These committed credit facilities were entered into by and are for the exclusive use of our PHH subsidiary.
(c) On July 3, 2003, we amended the terms of this facility, which reduced the capacity to $500 million and extended the maturity date to February 2005.

In addition to these on-balance sheet facilities, we also utilize Apple Ridge Funding Corporation, a bankruptcy remote qualifying special purpose entity ("QSPE")
to securitize relocation receivables and, prior to the establishment of the Sierra entities, we utilized multiple bankruptcy remote QSPEs to securitize timeshare
receivables (we no longer sell receivables to these QSPEs). As these entities are QSPEs and precluded from consolidation pursuant to generally accepted
accounting principles, the debt issued by these entities and the collateralizing assets, which we service, are not reflected on our Consolidated Condensed Balance
Sheets. The assets of these QSPEs are not available to pay our obligations. Additionally, the creditors of these QSPEs have no recourse to our credit. However, we
have made representations and warranties customary for securitization transactions, including eligibility characteristics of the receivables and servicing
responsibilities, in connection with the securitization of these assets. The following table provides detailed information for these off-balance sheet QSPEs:

  

Assets
Serviced(a)

 

Maximum
Funding
Capacity

 

Debt
Issued(b)

 

Maximum
Available

Capacity(c)

Apple Ridge  $ 512 $ 500 $ 400 $ 100
Timeshare QSPEs   426  372  372  —

(a) Does not include cash of $14 million and $34 million at Apple Ridge and the timeshare QSPEs, respectively.
(b) Primarily represents term notes.
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(c) Subject to maintaining sufficient assets to collateralize debt.

As of September 30, 2003, we also had $400 million of availability for public debt or equity issuances under a shelf registration statement and our PHH
subsidiary had an additional $874 million of availability for public debt issuances under a shelf registration statement.



TRILEGIANT CORPORATION
Trilegiant operates membership-based clubs and programs and other incentive-based programs through an outsourcing arrangement with Cendant. Pursuant to
such arrangement, Cendant retained substantially all of the assets and liabilities of its existing membership business and licensed Trilegiant the right to market
products to new members utilizing its intellectual property. Accordingly, Cendant continues to collect membership fees from, and is obligated to provide
membership benefits to, members of its individual membership business that existed as of July 2, 2001 (referred to as "existing members"), including their
renewals, and Trilegiant provides fulfillment services for these members in exchange for a servicing fee paid by Cendant. Furthermore, Trilegiant collects the
membership fees from, and is obligated to provide membership benefits to, any members who joined the membership-based clubs and programs and all other
incentive programs subsequent to July 2, 2001 (referred to as "new members") and recognizes the related revenue and expenses. Similar to Cendant's franchise
businesses, Cendant receives a royalty from Trilegiant on all future revenue generated by the new members.

As previously discussed, we consolidated Trilegiant on July 1, 2003 in connection with FIN 46. Accordingly, Trilegiant has been included in our consolidated
results of operations and cash flows since July 1, 2003. Although we are now recording Trilegiant's profits and losses in our consolidated results of operations,
Cendant is not obligated to infuse capital or otherwise fund or cover any losses incurred by Trilegiant. Therefore, Cendant's maximum exposure to loss as a result
of our involvement with Trilegiant is substantially limited to the advances and loans made to Trilegiant, as well as any receivables due from Trilegiant
(collectively aggregating $112 million as of September 30, 2003), as such amounts may not be recoverable if Trilegiant were to cease operations.    The creditors
of Trilegiant have no recourse to Cendant's credit and the assets of Trilegiant are not available to pay Cendant's obligations. Cendant does not manage or
operationally control Trilegiant. As of September 30, 2003, Cendant's equity ownership interest in Trilegiant approximated 36% on a fully diluted basis; however,
after giving consideration to the applicable stockholders agreement, Cendant's management believes that Cendant has the right to acquire an additional 7%
ownership interest.

The consolidation of Trilegiant also resulted in a non-cash charge of $293 million ($0.28 per diluted share) recorded on July 1, 2003 as a cumulative effect of
accounting change. Summarized financial data regarding the impact of consolidating Trilegiant on July 1, 2003 and the impact of transactions between Cendant
and Trilegiant prior to consolidation is presented in Note 11 to our Consolidated Condensed Financial Statements.

LIQUIDITY RISK
Our liquidity position may be negatively affected by unfavorable conditions in any one of the industries in which we operate. Additionally, our liquidity as it
relates to both management and mortgage programs could be adversely affected by (i) the deterioration in the performance of the underlying assets of such
programs, (ii) the impairment of our ability to access the principal financing program for our vehicle rental subsidiaries if General Motors Corporation or Ford
Motor Company should not be able to honor its obligations to repurchase a substantial number of our vehicles and (iii) our inability to access the secondary
market for mortgage loans or certain of our securitization facilities and our inability to act as servicer thereto, which could occur in the event that our or PHH's
credit ratings are downgraded below investment grade and, in certain circumstances, where we or PHH fail to meet certain financial ratios. Further, access to our
credit facilities may be limited if we were to fail to meet certain financial ratios. We do not believe that our or PHH's credit ratings are likely to fall below
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investment grade. Additionally, we monitor the maintenance of required financial ratios and, as of September 30, 2003, we were in compliance with all covenants
under our credit and securitization facilities. Currently our credit ratings are as follows:

  

Moody's
Investor
Service

 

Standard
& Poor's

 

Fitch
Ratings

Cendant       
Senior unsecured debt  Baa1  BBB  BBB+

PHH       
Senior debt  Baa1  BBB+  BBB+
Short-term debt  P-2  A-2  F-2

All of the above credit ratings, with the exception of those assigned to PHH's short-term debt, are currently on negative outlook. A security rating is not a
recommendation to buy, sell or hold securities and is subject to revision or withdrawal by the assigning rating organization. Each rating should be evaluated
independently of any other rating.

CONTRACTUAL OBLIGATIONS
As of September 30, 2003, our future contractual obligations have not changed significantly from the amounts reported within our 2002 Annual Report on
Form 10-K. Any changes to our obligations related to corporate indebtedness and debt under management and mortgage programs are presented above within the
section entitled "Financial Obligations" herein and also within Notes 7, 8 and 10 to our Consolidated Condensed Financial Statements.

ACCOUNTING POLICIES
The majority of our businesses operate in environments where we are paid a fee for a service performed. Therefore, the results of the majority of our recurring
operations are recorded in our financial statements using accounting policies that are not particularly subjective, nor complex. However, in presenting our
financial statements in conformity with generally accepted accounting principles, we are required to make estimates and assumptions that affect the amounts
reported therein. Several of the estimates and assumptions that we are required to make pertain to matters that are inherently uncertain as they relate to future
events. Presented within the section entitled "Critical Accounting Policies" of our 2002 Annual Report on Form 10-K are the accounting policies that we believe
require subjective and/or complex judgments that could potentially affect reported results (mortgage servicing rights, retained interests from securitizations,
financial instruments and goodwill and other intangible assets). There have not been any significant changes to those accounting policies or to our assessment of
which accounting policies we would consider to be critical accounting policies with the exception of our current application of FIN 46 to specific entities as
discussed in Note 1 to our Consolidated Condensed Financial Statements. From time to time, we evaluate the estimates used in recording goodwill in connection
with the acquisition of a business. In certain circumstances, those estimates may be based upon preliminary or outdated information. Accordingly, the allocation
to goodwill is subject to revision when we receive new information. Revisions to the estimates are recorded as further adjustments to goodwill or within the
Consolidated Condensed Statements of Income, as appropriate.

On January 1, 2003, we adopted the fair value method of accounting for stock-based compensation provisions of Statement of Financial Accounting Standards
("SFAS") No. 123, "Accounting for Stock-Based Compensation" and all the provisions of SFAS No. 148, "Accounting for Stock-Based Compensation—



Transition and Disclosure." As a result, we changed our accounting policy for stock-based compensation.
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In addition, on January 1, 2003, we adopted the following standards as a result of the issuance of new accounting pronouncements by the Financial Accounting
Standards Board ("FASB") in 2002:

• SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections" 

• SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities" 

• FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness
of Others"

On January 17, 2003, the FASB issued FASB Interpretation No. 46, "Consolidation of Variable Interest Entities." As of September 30, 2003, we have applied the
provisions of this Interpretation for all transactions initiated subsequent to January 31, 2003 (including the Sierra entities) and also to Bishop's Gate and
Trilegiant. We are currently assessing the application of this Interpretation to other entities and are awaiting the additional clarification that the FASB is expected
to provide prior to December 31, 2003.

During 2003, the FASB also issued the following literature, which we have adopted as of July 1, 2003:

• SFAS No. 149, "Amendment of Statement 133 on Derivative Instruments and Hedging Activities" 

• SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity"

For more detailed information regarding any of these pronouncements and the impact thereof on our business, see Note 1 to our Consolidated Condensed
Financial Statements.

Item 3. Quantitative And Qualitative Disclosures About Market Risks

As previously discussed in our 2002 Annual Report on Form 10-K, we assess our market risk based on changes in interest and foreign currency exchange rates
utilizing a sensitivity analysis. The sensitivity analysis measures the potential loss in earnings, fair values, and cash flows based on a hypothetical 10% change
(increase and decrease) in our market risk sensitive positions. We used September 30, 2003 market rates to perform a sensitivity analysis separately for each of
our market risk exposures. The estimates assume instantaneous, parallel shifts in interest rate yield curves and exchange rates. We have determined, through such
analyses, that the impact of a 10% change in interest and foreign currency exchange rates and prices on our earnings, fair values and cash flows would not be
material.

Item 4. Controls and Procedures

(a) Disclosure Controls and Procedures. Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated
the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act
of 1934, as amended (the "Exchange Act")) as of the end of the period covered by this quarterly report. Based on such evaluation, our Chief Executive
Officer and Chief Financial Officer have concluded that, as of the end of such period, our disclosure controls and procedures are effective in recording,
processing, summarizing and reporting, on a timely basis, information required to be disclosed by us in the reports that we file or submit under the
Exchange Act. 

(b) Internal Control Over Financial Reporting. There have not been any changes in our internal control over financial reporting (as such term is defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fiscal quarter to which this report relates that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II—OTHER INFORMATION

Item 6. Exhibits and Reports on Form 8-K

(a)    Exhibits

See Exhibit Index

(b)    Reports on Form 8-K

On July 22, 2003, we filed a current report on Form 8-K to report under Item 12 our second quarter 2003 financial results.

On September 3, 2003, we filed a current report on Form 8-K to report under Item 5 that (i) our Board of Directors had authorized an increase in our share
repurchase program equal to $500 million plus the proceeds from stock option exercises, (ii) Virginia M. Wilson has joined Cendant as Executive Vice
President and Chief Accounting Officer and (iii) Tobia Ippolito, previously Cendant's Chief Accounting Officer, has been named Chief Financial Officer
of Cendant Car Rental Group.

On September 30, 2003, we filed a current report on Form 8-K to report under Item 5 certain management changes.
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SIGNATURES 

        Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

 CENDANT CORPORATION

 /s/  RONALD L. NELSON      

Ronald L. Nelson
Chief Financial Officer

 /s/  VIRGINIA M. WILSON      

Virginia M. Wilson
Executive Vice President and
Chief Accounting Officer

Date: November 6, 2003
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Exhibit Index 

Exhibit No.

 

Description

3.1 Amended and Restated Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the Company's Form 10-Q/A
for the quarterly period ended March 31, 2000, dated July 28, 2000).

3.2 Amended and Restated By-Laws of the Company (incorporated by reference to Exhibit 3.2 to the Company's Form 10-Q/A for the quarterly
period ended March 31, 2000, dated July 28, 2000).

10.1 First amendment, dated as of June 26, 2003, to the Three Year Competitive Advance and Revolving Credit Agreement dated as of December
10, 2002, among Cendant Corporation and the financial institutions parties thereto.

10.2 Fourth Amendment to Master Indenture and Servicing Agreement, Series 2002-1 Supplement dated as of October 14, 2003 among Sierra
Receivables Funding Company, LLC, Fairfield Acceptance Corporation — Nevada and Wachovia Bank, National Association, as Trustee and
as Collateral Agent.

10.3 Second Amendment, dated as of October 29, 2003, to the Three Year Competitive Advance and Revolving Credit Agreement dated as of
December 10, 2002, among Cendant Corporation and the financial institutions parties thereto.
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                                                                  Exhibit 10.1 
 
                                                                CONFORMED COPY 
 
                  FIRST AMENDMENT (this "AMENDMENT"), dated as of June 26, 2003, 
to the THREE YEAR COMPETITIVE ADVANCE AND REVOLVING CREDIT AGREEMENT dated as of 
December 10, 2002 (the "CREDIT AGREEMENT"), among CENDANT CORPORATION, a 
Delaware corporation (the "BORROWER"), the financial institutions parties 
thereto (the "LENDERS"), JPMORGAN CHASE BANK, a New York banking corporation, as 
administrative agent for the Lenders (in such capacity, the "ADMINISTRATIVE 
AGENT"), Bank of America, N.A. as Syndication Agent and The Bank of Nova Scotia, 
Citibank N.A. and Barclays Bank PLC as Co-Documentation Agents. 
 
                              W I T N E S S E T H: 
                              - - - - - - - - - -- 
 
 
                  WHEREAS, pursuant to the Credit Agreement, the Lenders have 
agreed to make, and have made, certain loans and other extensions of credit to 
the Borrower; 
 
                   WHEREAS, the Borrower has requested that a certain provision 
of the Credit Agreement be amended as set forth herein; and 
 
                   WHEREAS, the Lenders are willing to agree to such amendment 
on the terms set forth herein; 
 
                   NOW THEREFORE, in consideration of the premises and mutual 
covenants contained herein, the undersigned hereby agree as follows: 
 
                   I. DEFINED TERMS. Terms defined in the Credit Agreement and 
used herein shall have the meanings given to them in the Credit Agreement. 
 
                   II. AMENDMENT TO SECTION 2.23. Section 2.23(a)(i) of the 
Credit Agreement is hereby amended by deleting the reference to "$1,250,000,000" 
in clause (C) thereof and substituting in lieu thereof "$1,750,000,000". 
 
                   III. EFFECTIVE DATE. This Amendment shall become effective on 
the date (the "EFFECTIVE Date") on which the Borrower, the Administrative Agent 
and the Required Lenders under the Credit Agreement shall have duly executed and 
delivered to the Administrative Agent this Amendment. 
 
                   IV. REPRESENTATIONS AND WARRANTIES. The Borrower hereby 
represents and warrants that (a) each of the representations and warranties in 
Section 3 of the Credit Agreement shall be, after giving effect to this 
Amendment, true and correct in all material respects as if made on and as of the 
Effective Date (unless such representations and warranties are stated to relate 
to a specific earlier date, in which case such representations and warranties 
shall be true and correct in all material respects as of such earlier date) and 
(b) after giving effect to this Amendment, no Default or Event of Default shall 
have occurred and be continuing. 
 
                   V. NO OTHER AMENDMENTS; CONFIRMATION. Except as expressly 
amended hereby, the provisions of the Credit Agreement are and shall remain in 
full force and effect. 
 
 
 
                   VI. GOVERNING LAW. This Amendment and the rights and 
obligations of the parties hereto shall be governed by, and construed and 
interpreted in accordance with, the laws of the State of New York. 
 
                   VII. COUNTERPARTS. This Amendment may be executed by one or 
more of the parties hereto on any number of separate counterparts, and all of 
said counterparts taken together shall be deemed to constitute one and the same 
instrument. This Amendment may be delivered by facsimile transmission of the 
relevant signature pages hereof. 
 
 
 
 
 
 
 
                  IN WITNESS WHEREOF, the undersigned have caused this Amendment 
to be executed and delivered by their duly authorized officers as of the date 
first above written. 
 
                                        CENDANT CORPORATION 



 
 
                                        By: /s/ DUNCAN H. COCROFT 
                                            ------------------------------- 
                                        Name: Duncan H. Cocroft 
                                        Title: Treasurer 
 
 
                                        JPMORGAN CHASE BANK, as 
                                        Administrative Agent and as a Lender 
 
 
                                        By: /s/ RANDOLPH CATES 
                                            ------------------------------ 
                                        Name: Randolph Cates 
                                        Title: Vice President 
 
 
 
 
 
 
                                        BANK OF AMERICA, N.A. 
 
 
                                        By: /s/ IGOR SUICA 
                                            ------------------------------- 
                                        Name:  Igor Suica 
                                        Title: Vice President 
 
 
                                        CITIBANK N.A. 
 
 
                                        By: /s/ WILLIAM G. MARTENS, III 
                                            ------------------------------- 
                                        Name:  William G. Martens, III 
                                        Title: Managing Director 
 
 
                                        THE BANK OF NOVA SCOTIA 
 
 
                                        By: /s/ TODD S. MELLER 
                                            ------------------------------- 
                                        Name:  Todd S. Meller 
                                        Title: Managing Director 
 
 
                                        BARCLAYS BANK PLC 
 
 
                                        By: /s/ JOHN GIANNONE 
                                            -------------------------------- 
                                        Name: John Giannone 
                                        Title: Director 
 
 
                                        BANK ONE, N.A. 
 
 
                                        By: /s/ NELSON ALBRECHT 
                                            ------------------- 
                                        Name: Nelson Albrecht 
                                        Title: Director 
 
 
                                        CREDIT LYONNAIS NEW YORK BRANCH 
 
 
                                        By: /s/ ROD HURST 
                                            ----------------------------- 
                                        Name: Rod Hurst 
                                        Title: Vice President 
 
 
 
 
                                        THE ROYAL BANK OF SCOTLAND PLC 
 
 



                                        By: /s/ STEVE BARLOW 
                                            ------------------------------ 
                                        Name: Steve Barlow 
                                        Title: Corporate Director 
 
 
                                        WESTLB AG, NEW YORK BRANCH 
 
 
                                        By: /s/ RICHARD J. PEARSE 
                                            -------------------------------- 
                                        Name: Richard J. Pearse 
                                        Title: Executive Director 
 
                                        By: /s/ ALAN S. BOOKSPAN 
                                            ------------------------------- 
                                        Name: Alan S. Bookspan 
                                        Title: Director 
 
 
                                        THE BANK OF TOKYO-MITSUBISHI, LTD., 
                                        NEW YORK BRANCH 
 
 
                                        By: /s/ J. WILLIAM RHODES 
                                            ------------------------------- 
                                        Name:  J. William Rhodes 
                                        Title: Authorized Signatory 
 
 
                                        SUMITOMO MITSUI BANKING CORPORATION 
 
 
                                        By: /s/ PETER R. C. KNIGHT 
                                            -------------------------------- 
                                        Name: Peter R. C. Knight 
                                        Title: Joint General Manager 
 
 
                                        BMO NESBITT BURNS FINANCING, INC. 
 
 
                                        By: /s/ BRIAN L. BANKE 
                                            -------------------------------- 
                                        Name: Brian L. Banke 
                                        Title: Managing Director 
 
 
 
                                        CREDIT SUISSE FIRST BOSTON, 
                                        Cayman Islands Branch 
 
 
                                        By: /s/ BILL O'DALY 
                                            ------------------------------- 
                                        Name: Bill O'Daly 
                                        Title: Director 
 
                                        By: /s/ CASSANDRA DROOGAN 
                                            -------------------------------- 
                                        Name: Cassandra Droogan 
                                        Title: Associate 
 
 
                                        DANSKE BANK A/S 
 
 
                                        By: /s/ GEORGE B. WENDELL 
                                            -------------------------------- 
                                        Name: George B. Wendell 
                                        Title: Vice President 
 
                                        By: /s/ PETER L. HARGRAVES 
                                            --------------------------------- 
                                        Name: Peter L. Hargraves 
                                        Title: Vice Presideny 
 
 
                                        MELLON BANK, N.A. 
 
 



                                        By: /s/ J. WADE BELL 
                                            -------------------------------- 
                                        Name:  J. Wade Bell 
                                        Title: Vice President 
 
 
                                        THE BANK OF NEW YORK 
 
 
                                        By: /s/ ROGER A. GROSSMAN 
                                            ------------------------------- 
                                        Name: Roger A. Grossman 
                                        Title: Vice President 
 
 
 
 
 
 
 
 
                                        THE NORTHERN TRUST COMPANY 
 
 
                                        By: /s/ JOHN A. KONSTANTOS 
                                            --------------------------------- 
                                        Name: John A. Konstantos 
                                        Title: Vice President 
 
 
                                        WESTPAC BANKING CORPORATION 
 
 
                                        By: /s/ LISA PORTER 
                                            -------------------------------- 
                                        Name: Lisa Porter 
                                        Title: Vice President 
 
 
                                        CHANG HWA COMMERCIAL BANK, LTD., 
                                        NEW YORK BRANCH 
 
 
                                        By: /s/ MING-HSIEN LIN 
                                            -------------------------------- 
                                        Name: Ming-Hsien Lin 
                                        Title: VP & General Manager 
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                                                                EXECUTION COPY 
 
 
 
                                FOURTH AMENDMENT 
 
                                       TO 
 
                    MASTER INDENTURE AND SERVICING AGREEMENT 
 
                            SERIES 2002-1 SUPPLEMENT 
 
 
 
                  This FOURTH AMENDMENT TO THE SERIES 2002-1 SUPPLEMENT TO 
MASTER INDENTURE AND SERVICING AGREEMENT (this "AMENDMENT"), dated as of October 
14, 2003, is among SIERRA RECEIVABLES FUNDING COMPANY, LLC, a limited liability 
company formed under the laws of the State of Delaware, as Issuer, FAIRFIELD 
ACCEPTANCE CORPORATION - NEVADA, a Delaware corporation, as Master Servicer, 
WACHOVIA BANK, NATIONAL ASSOCIATION, a national banking association, not in its 
individual capacity, but solely as Trustee under the Master Indenture and 
Servicing Agreement, dated as of August 29, 2002 and as subsequently amended 
(the "AGREEMENT"), and WACHOVIA BANK, NATIONAL ASSOCIATION, a national banking 
association, as Collateral Agent. 
 
                  WHEREAS the Issuer, the Servicer, the Trustee and the 
Collateral Agent have executed that certain Series 2002-1 Supplement to Master 
Indenture and Servicing Agreement, dated as of August 29, 2002, the First 
Amendment thereto dated as of March 11, 2003, the Second Amendment thereto dated 
as of March 26, 2003 and the Third Amendment thereto dated as of July 17, 2003 
(together, the "INDENTURE SUPPLEMENT") and capitalized terms used in this 
Amendment and not otherwise defined shall have the meanings assigned to such 
terms in the Indenture Supplement; 
 
                  WHEREAS, the Issuer, the Master Servicer, the Trustee and the 
Collateral Agent wish to amend the Indenture Supplement in accordance with 
subsection 13.1(b) of the Agreement; 
 
                  NOW THEREFORE, in consideration of the premises and the 
agreements contained herein, the parties hereto agree as follows: 
 
                                   ARTICLE I 
 
                                   AMENDMENTS 
 
                   Section 1.01. AMENDMENTS RELATING TO NEW DEFINITIONS. Section 
2.01 of the Indenture Supplement is hereby amended to add the following 
definitions each of which shall read in its entirety as follows and be added in 
the correct alphabetical order: 
 
 
 
                   "BUSINESS DAY," for purposes of this Supplement, shall mean 
any day other than (i) a Saturday or Sunday, (ii) a day on which banking 
institutions in New York, New York, Las Vegas, Nevada, Chicago, Illinois, 
Charlotte, North Carolina, or the city in which the Corporate Trust Office of 
the Trustee is located, are authorized or obligated by law or executive order to 
be closed or (iii) a day on which banks in London are closed. 
 
                  "NOTEHOLDER'S LETTER" shall mean a letter substantially in the 
form of Exhibit G. 
 
                   Section 1.02. AMENDMENT RELATING TO TRANSFER RESTRICTIONS. 
 
                   (a) AMENDMENT OF SUBSECTION 4.11(B). Subsection 4.11(b) of 
         the Indenture Supplement shall be and hereby is amended by adding the 
         following provision at the end of such subsection: 
 
                  In addition, no transfer of the Series 2002-1 Notes or any 
                  interest therein (including without limitation by pledge or 
                  hypothecation) may be made in any manner that would result in 
                  the outstanding securities (other than short-term paper) being 
                  beneficially owned by more than 100 persons. For the purpose 
                  of monitoring compliance with the foregoing restrictions and 
                  determining whether after such transfer or resale the 
                  outstanding securities (other than short-term paper) of the 
                  Issuer would be beneficially owned by more than 100 persons 



                  calculated in accordance with Section 3(c)(1) of the 
                  Investment Company Act, the following provisions shall apply: 
 
                           (1) As stated in Section 4.01, one Note and only one 
                  Note shall be issued for each Class and such Note shall be 
                  registered in the name of the Class Agent for that Class. 
 
                           (2) No more than eight Notes, each of which shall be 
                  issued to a single Class, shall be issued and outstanding at 
                  any time. 
 
                           (3) With respect to each Class and the Note issued 
                  for that Class, the Class Agent shall deliver to the Issuer 
                  and the Trustee a Noteholder's Letter in the form attached 
                  hereto as Exhibit G together with the supporting certificates 
                  from each member of the Class, also as included in Exhibit G. 
 
                           (4) No Note or any interest therein may be 
                  transferred (including without limitation by pledge or 
                  hypothecation) unless the entire Note is transferred to a 
                  Class and as a condition to the transfer of the Note to such 
                  Class the Class Agent for the transferee Class delivers a 
                  Noteholder's Letter to the Issuer and the Trustee; provided, 
                  however, that such provision shall not restrict the ability of 
                  any Conduit (as defined in the Note Purchase Agreement), under 
                  the terms of its Liquidity Agreement or the Note Purchase 
                  Agreement, to sell or grant to one or more Liquidity Providers 
                  party to the Liquidity Agreement or one or more Alternate 
                  Investors party to the Note Purchase Agreement, participating 
                  interests or security interests in the Series 2002-1 Notes 
                  provided that each Liquidity Provider or Alternate Investor is 
                  a member of the Class of which the 
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                  Conduit is a member and has been included as a member covered 
                  in a Noteholders Letter delivered to the Trustee and Issuer. 
 
                           (5) Each Class, as evidenced by the Noteholder's 
                  Letter, shall include not more than four persons within the 
                  meaning of Section 3(c)(1) of the Investment Company Act 
                  unless the Issuer delivers an express written consent to a 
                  larger number of persons. 
 
                           (6) The Issuer may from time to time request that, 
                  with respect to any Class or to all Classes, the respective 
                  Class Agent or Class Agents deliver to the Issuer either a new 
                  Noteholders Letter or a written statement that the information 
                  in the Noteholder's Letter most recently delivered to the 
                  Issuer has not changed. 
 
                  (b) AMENDMENT OF SUBSECTION 4.11(C). Subsection 4.11(c) of the 
         Indenture Supplement shall be and hereby is amended by adding the 
         following provisions after clause (vii) and before the final paragraph 
         of that subsection: 
 
                           (viii) It understands that the Issuer is not 
                  registered as an investment company under the Investment 
                  Company Act of 1940, as amended (the "Investment Company 
                  Act"), but that the Issuer has an exception from registration 
                  as such by virtue of Section 3(c)(1) of the Investment Company 
                  Act, which in general excludes from the definition of an 
                  investment company any issuer whose outstanding securities 
                  (other than short-term paper) are beneficially owned by not 
                  more that 100 persons and which has not made and does not 
                  propose to make a public offering of its securities. 
 
                           (ix) It is acquiring the Note or an interest in a 
                  Note as a member of a Class and such Class is not permitted to 
                  be composed of more than four persons within the meaning of 
                  Section 3(c)(1) of the Investment Company Act unless the 
                  Issuer has given its express written consent to a larger 
                  number of persons. 
 
                  Section 1.03. AMENDMENT TO EXHIBIT B. The following additional 
legend is hereby added to the form of the Note included as Exhibit B to the 
Indenture Supplement. The additional legend shall be added immediately after the 
first legend and shall read in its entirety as follows: 
 
                           THE ISSUER HAS NOT BEEN REGISTERED UNDER THE UNITED 



                  STATES INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE 
                  "INVESTMENT COMPANY ACT"). EACH HOLDER OF THIS NOTE AGREES 
                  THAT THIS NOTE MAY NOT BE TRANSFERRED EXCEPT IN ACCORDANCE 
                  WITH THE RESTRICTIONS IN THE SERIES 2002-1 SUPPLEMENT WHICH 
                  LIMIT TRANSFERS ONLY TO ANOTHER CLASS AND REQUIRE THAT NO 
                  CLASS INCLUDE MORE THAN FOUR PERSONS FOR PURPOSES OF SECTION 
                  3(C)(1) OF THE INVESTMENT COMPANY ACT UNLESS THE ISSUER HAS 
                  GIVEN ITS EXPRESS WRITTEN CONSENT TO A LARGER NUMBER OF 
                  PERSONS AND AFTER ANY SUCH TRANSFER, 
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                  THERE WILL BE NO MORE THAN 100 BENEFICIAL OWNERS OF THE NOTES. 
                  FOR SUCH PURPOSES, THE NUMBER OF BENEFICIAL OWNERS OF THE 
                  NOTES WILL BE CALCULATED IN ACCORDANCE WITH SECTION 3(C)(1) OF 
                  THE INVESTMENT COMPANY ACT. 
 
                  On or before the effective date of this Amendment, the Issuer 
shall for each Class execute a replacement Note which shall include the above 
referenced legend and deliver the replacement Notes to the Trustee for 
authentication and exchange for the Notes outstanding immediately prior to the 
date of this Amendment. With respect to each Class, upon surrender by the 
respective Class Agent of the Note previously issued to that Class, the Trustee 
shall authenticate the replacement Note for such Class, register the replacement 
Note as provided in Exhibit C to the Supplement as amended by this Amendment and 
deliver it as provided in Exhibit C to the Supplement as amended by this 
Amendment. Upon authentication and delivery of the replacement Notes in exchange 
for the previous Notes, the Trustee shall cancel and dispose of the previous 
Notes in a manner satisfactory to the Trustee. 
 
                  Section 1.04. AMENDMENT TO EXHIBIT C. Exhibit C to the 
Indenture Supplement, setting forth information with respect to each Note and 
the registration information shall be and hereby is amended to read in its 
entirety as set forth in Schedule I attached to this Amendment. 
 
                  Section 1.05. AMENDMENT TO ADD EXHIBIT G. Exhibit G to the 
Indenture Supplement shall be and hereby is added to read in its entirety as set 
forth in Schedule II attached to this Amendment. 
 
                  Section 1.06. AMENDMENT TO INDEX OF EXHIBITS. The index of 
Exhibits immediately following the Table of Contents in the Indenture Supplement 
is hereby amended so that the reference to Exhibit G reads as follows: 
 
                  EXHIBIT G    Form of Noteholder's Letter..................G-1 
 
 
                                   ARTICLE II 
 
                           EFFECTIVENESS OF AMENDMENT 
 
                  Section 2.01. CONDITIONS TO EFFECTIVENESS OF AMENDMENT. This 
Amendment shall become effective upon the execution of this Amendment by each of 
the parties hereto and the consent of all Holders as evidenced by the execution 
of the Consents attached hereto and by the delivery by each Class Agent to the 
Issuer and the Trustee of a Noteholder's Letter accompanied by the supporting 
certificates of the Members. 
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                                  ARTICLE III 
 
                            MISCELLANEOUS PROVISIONS 
 
                  Section 3.01. SUPPLEMENT IN FULL FORCE AND EFFECT AS AMENDED. 
Except as specifically stated herein, all of the terms and conditions of the 
Master Indenture and the Indenture Supplement, as previously amended, shall 
remain in full force and effect. All references to the Indenture Supplement in 
any other document or instrument shall be deemed to mean the Indenture 
Supplement, as amended and supplemented by this Amendment. This Amendment shall 
not constitute a novation of the Master Indenture or the Indenture Supplement, 
but shall constitute an amendment thereto. The parties hereto agree to be bound 
by the terms and obligations of the Indenture Supplement, as amended by this 
Amendment, as though the terms and obligations of the Indenture Supplement were 
set forth herein. 
 
                  Section 3.02. COUNTERPARTS. This Amendment may be executed in 
two or more counterparts, and by different parties on separate counterparts, 
each of which shall be an original, but all of which shall constitute one and 



the same instrument. 
 
                  Section 3.03. GOVERNING LAW. THIS AMENDMENT IS GOVERNED BY AND 
SHALL BE CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK AND THE 
OBLIGATIONS, RIGHTS AND REMEDIES OF THE PARTIES HEREUNDER SHALL BE DETERMINED IN 
ACCORDANCE WITH SUCH LAWS. 
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                  IN WITNESS WHEREOF, the Issuer, the Master Servicer, the 
Trustee and the Collateral Agent have caused this Amendment to be duly executed 
by their respective officers thereunto duly authorized, all as of the day and 
year first above written. 
 
                                  SIERRA RECEIVABLES FUNDING COMPANY, LLC, 
                                  as Issuer 
 
                                  By:    /s/ JOHN P. COLE 
                                         -------------------------------------- 
                                         Name:  John P. Cole 
                                         Title: President and Treasurer 
 
 
                                  FAIRFIELD ACCEPTANCE CORPORATION-NEVADA, 
                                  as Master Servicer 
 
                                  By:    /s/ JOHN P. COLE 
                                         -------------------------------------- 
                                         Name:  John P. Cole 
                                         Title: President and Treasurer 
 
 
                                  WACHOVIA BANK, NATIONAL ASSOCIATION, 
                                  as Trustee 
 
                                  By:    /s/ CHERYL WHITEHEAD 
                                         ------------------------------------- 
                                         Name:  Cheryl Whitehead 
                                         Title: Vice President 
 
 
                                  WACHOVIA BANK, NATIONAL ASSOCIATION, 
                                  as Collateral Agent 
 
                                  By:    /s/ CHERYL WHITEHEAD 
                                         -------------------------------------- 
                                         Name:  Cheryl Whitehead 
                                         Title: Vice President 
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                                                                  CONFORMED COPY 
 
          SECOND AMENDMENT (this "AMENDMENT"), dated as of October 29, 2003, to 
the THREE YEAR COMPETITIVE ADVANCE AND REVOLVING CREDIT AGREEMENT dated as of 
December 10, 2002 (as amended, supplemented or otherwise modified from time to 
time, the "CREDIT AGREEMENT"), among CENDANT CORPORATION, a Delaware corporation 
(the "BORROWER"), the financial institutions parties thereto (the "LENDERS"), 
JPMORGAN CHASE BANK, a New York banking corporation, as administrative agent for 
the Lenders (in such capacity, the "ADMINISTRATIVE AGENT"), Bank of America, 
N.A. as Syndication Agent and The Bank of Nova Scotia, Citibank N.A. and 
Barclays Bank PLC as Co-Documentation Agents. 
 
                              W I T N E S S E T H: 
 
          WHEREAS, pursuant to the Credit Agreement, the Lenders have agreed to 
make, and have made, certain loans and other extensions of credit to the 
Borrower; 
 
          WHEREAS, the Borrower has requested that certain provisions of the 
Credit Agreement be amended as set forth herein; and 
 
          WHEREAS, the Lenders are willing to agree to such amendment on the 
terms set forth herein; 
 
          NOW THEREFORE, in consideration of the premises and mutual covenants 
contained herein, the undersigned hereby agree as follows: 
 
          I.   DEFINED TERMS. Unless otherwise defined herein, terms defined in 
the Credit Agreement and used herein shall have the meanings given to them in 
the Credit Agreement. 
 
          II.  AMENDMENTS TO THE CREDIT AGREEMENT. 
 
               2.1 SECTION 1. Section 1 of the Credit Agreement is hereby 
amended as follows: 
 
                      (a) by inserting the words "or issue a Competitive Letter 
          of Credit pursuant to Section 2.4A, as applicable," after the words 
          "Section 2.4" in the definition of "Competitive Bid". 
 
                      (b) by inserting the words "or 2.4A(d), as applicable," 
          after the words "Section 2.4(d)" in the definition of "Competitive Bid 
          Accept/Reject Letter". 
 
 
 
                      (c) by inserting the following new definitions in their 
          appropriate alphabetical positions: 
 
          "COMPETITIVE BID COMMISSION" shall mean as to any Competitive Bid for 
a Competitive Letter of Credit the fixed letter of credit commission (expressed 
as a percentage rate per annum in the form of a decimal to four places) offered 
by the Lender making such Competitive Bid as specified in the Competitive Bid 
relating to such Competitive Letter of Credit. 
 
          "COMPETITIVE L/C EXPOSURE" shall mean, at any time, L/C Exposure 
attributable to Competitive Letters of Credit. 
 
          "COMPETITIVE LETTER OF CREDIT" shall mean a letter of credit issued by 
a Lender for the account of the Borrower pursuant to the bidding procedure 
described in Section 2.4A. 
 
          "REVOLVING L/C EXPOSURE" shall mean, at any time, L/C Exposure 
attributable to Letters of Credit. 
 
                      (d) by deleting the definition of "Competitive Bid Rate" 
          in its entirety and substituting in lieu thereof the following: 
 
          "COMPETITIVE BID RATE" shall mean (i) as to any Competitive Bid for a 
Competitive Loan made by a Lender pursuant to Section 2.4(b), (a) in the case of 
a LIBOR Loan, the Margin and (b) in the case of a Fixed Rate Loan, the fixed 
rate of interest offered by the Lender making such Competitive Bid and (ii) as 
to any Competitive Bid for a Competitive Letter of Credit made by a Lender 
pursuant to Section 2.4A(b), the Competitive Bid Commission. 
 
                      (e) by inserting the words "or Section 2.4A(d), as 
          applicable," after the words "Section 2.4" in the definition of 



          "Competitive Bid Request". 
 
                      (f) by inserting the words "(i) in the case of Letters of 
          Credit," after the words "shall mean" in the first line of the 
          definition of "Issuing Lender" and by adding the following at the end 
          of such definition: 
 
          "and (ii) in the case of Competitive Letters of Credit, the respective 
Lenders which have issued such Competitive Letters of Credit." 
 
                      (g) by inserting the words "and Competitive Letters of 
          Credit" after each of the two references to "Letters of Credit" in the 
          definition of "L/C Exposure". 
 
                      (h) by inserting the words "and Competitive Letters of 
          Credit" after the words "Letters of Credit" in the definition of 
          "Obligations". 
 
                      (i) by adding the words "or Competitive Letters of Credit" 
          after the words "Letters of Credit" in the definition of "Other 
          Taxes". 
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               2.2 SECTION 2.1(a). Section 2.1(a) of the Credit Agreement is 
hereby amended by: 
 
                      (a) inserting the word "Revolving" after the word 
          "current" and before the words "L/C Exposure; and 
 
                      (b) inserting the words "and Competitive L/C Exposure" 
          after the words "Competitive Loans". 
 
               2.3 SECTION 2.4. Section 2.4 of the Credit Agreement is hereby 
amended by: 
 
                      (a) adding "-Competitive Loans" after "Competitive Bid 
          Procedure" in the heading of Section 2.4; 
 
                      (b) inserting the words "for Competitive Loans" after the 
          words "Competitive Bids" in subsection (a) thereof; 
 
                      (c) inserting the words "for Competitive Loans" after the 
          words "Competitive Bids" in the second line of subsection (b) thereof; 
 
                      (d) inserting the words "for a Competitive Loan" after 
          each occurrence of the words "Competitive Bid" in subsection (b) 
          thereof; and 
 
                      (e) inserting the words "for a Competitive Loan" after the 
          words "Competitive Bids" in the eighth line of subsection (b) thereof. 
 
               2.4 SECTION 2.4A. The Credit Agreement is hereby amended by 
inserting the following new Section 2.4A after Section 2.4 thereof: 
 
          SECTION 2.4A. COMPETITIVE BID PROCEDURE - COMPETITIVE LETTERS OF 
CREDIT. 
 
          (a) In order to request Competitive Bids for Competitive Letters of 
Credit, the Borrower shall hand deliver or telecopy to the Administrative Agent 
a duly completed Competitive Bid Request for a Competitive Letter of Credit in 
the form of Exhibit E-1, to be received by the Administrative Agent not later 
than 10:00 a.m., New York City time, four Business Days before the proposed 
issuance date for such Competitive Letter of Credit. A Competitive Bid Request 
for a Competitive Letter of Credit that does not conform substantially to the 
format of Exhibit E-1 may be rejected in the Administrative Agent's sole 
discretion, and the Administrative Agent shall promptly notify the Borrower of 
such rejection by telecopier. Such request for a Competitive Letter of Credit 
shall in each case refer to this Agreement and specify (i) the proposed date of 
issuance of such Competitive Letter of Credit (which shall be a Business Day); 
(ii) the face amount thereof, which shall be in a minimum principal amount of 
$5,000,000 (or if less, an aggregate principal amount equal to the remaining 
balance of the available Total Commitment); (iii) a brief description of the 
purpose of such Competitive Letter of Credit and the underlying transaction 
requiring the issuance of such Competitive Letter of Credit; (iv) the expiration 
date of such Competitive Letter of Credit (which shall not be longer than the 
tenor set forth for Letters of Credit in Section 2.23(a)(i)); (v) the name and 
address of 
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the beneficiary; and (vi) such other information as shall be necessary to 
prepare, amend, renew or extend such Competitive Letter of Credit. Promptly 
after its receipt of a Competitive Bid Request for a Competitive Letter of 
Credit that is not rejected as aforesaid, the Administrative Agent shall invite 
by telecopier (in the form set forth in Exhibit E-2) the Lenders to bid, on the 
terms and subject to the conditions of this Agreement, to issue a Competitive 
Letter of Credit pursuant to the Competitive Bid Request for such Competitive 
Letter of Credit. 
 
          (b) Each Lender may, in its sole discretion, make one Competitive Bid 
for a Competitive Letter of Credit to the Borrower responsive to a Competitive 
Bid Request. Each Competitive Bid for a Competitive Letter of Credit by a Lender 
must be received by the Administrative Agent via telecopier, in the form of 
Exhibit E-3A, not later than 9:30 a.m., New York City time, three Business Days 
before a proposed issuance of a Competitive Letter of Credit. Competitive Bids 
for Competitive Letters of Credit that do not conform substantially to the 
format of Exhibit E-3A may be rejected by the Administrative Agent after 
conferring with, and upon the instruction of, the Borrower, and the 
Administrative Agent shall notify the Lender making such nonconforming bid of 
such rejection as soon as practicable. Each Competitive Bid shall refer to this 
Agreement and specify: (i) that such Lender is willing to issue such Letter of 
Credit substantially in the form requested in such Competitive Bid Request and 
(ii) the Competitive Bid Commission at which the Lender is prepared to issue 
such Competitive Letter of Credit. If any Lender shall elect not to make a 
Competitive Bid, such Lender shall so notify the Administrative Agent via 
telecopier not later than 9:30 a.m., New York City time, three Business Days 
before the proposed issuance date for such Competitive Letter of Credit; 
PROVIDED, HOWEVER, that failure by any Lender to give such notice shall not 
cause such Lender to be obligated to issue any Competitive Letter of Credit. A 
Competitive Bid submitted by a Lender pursuant to this paragraph (b) shall be 
irrevocable. 
 
          (c) The Administrative Agent shall promptly notify the Borrower by 
telecopier of all the Competitive Bids made and the Competitive Bid Commission 
in respect of which a Competitive Bid was made and the identity of the Lender 
that made each bid. The Administrative Agent shall send a copy of all 
Competitive Bids to the Borrower for its records as soon as practicable after 
completion of the bidding process set forth in this Section 2.4A. 
 
          (d) The Borrower may in its sole and absolute discretion, subject only 
to the provisions of this paragraph (d), accept or reject any Competitive Bid 
referred to in paragraph (c) above. The Borrower shall notify the Administrative 
Agent by telephone, promptly confirmed by telecopier in the form of a 
Competitive Bid Accept/Reject Letter whether and to what extent it has decided 
to accept or reject any or all of the bids referred to in paragraph (c) above, 
not later than 10:30 a.m., New York City time, one Business Day before a 
proposed issuance of a Competitive Letter of Credit; PROVIDED, HOWEVER, that (A) 
the failure by the Borrower to give such notice shall be deemed to be a 
rejection of all the bids referred to in paragraph (c) above, (B) the Borrower 
shall not accept a bid made at a particular Competitive Bid Commission if the 
Borrower has decided to reject a bid made at a lower Competitive Bid Commission, 
(C) the Borrower may accept only one bid for each Competitive Bid Request for a 
Competitive Letter of Credit and (D) if there are multiple bids at a particular 
Competitive Bid Commission, the Borrower may select any one such bid in its 
discretion. A notice given by the Borrower pursuant to this paragraph (d) shall 
be irrevocable. 
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          (e) The Administrative Agent shall promptly notify the bidding Lender 
whose Competitive Bid has been accepted by telecopy sent by the Administrative 
Agent, and such successful bidder will thereupon become bound, subject to the 
other applicable conditions hereof, to issue the Competitive Letter of Credit in 
respect of which its bid has been accepted. If requested by such successful 
bidding Lender, the Borrower also shall submit a letter of credit application on 
such bidding Lender's standard form in connection with any request for a 
Competitive Letter of Credit, which form shall be furnished in accordance with 
Section 9.1. In the event of any inconsistency between the terms and conditions 
of this Agreement and the terms and conditions of any form of letter of credit 
application or other agreement submitted by the Borrower to, or entered into by 
the Borrower with, any Lender relating to any Competitive Letter of Credit, the 
terms and conditions of this Agreement shall control. Concurrently with the 
giving of notice by the Administrative Agent to such bidding Lender pursuant to 
this paragraph (e), the Borrower shall deliver to such bidding Lender a precise 
description of the documents and the verbatim text of any certificate to be 
presented by the beneficiary of such Competitive Letter of Credit which, if 
presented by such beneficiary prior to the expiration date of the Competitive 
Letter of Credit, would require the applicable issuing Lender to make payment 



under the Competitive Letter of Credit; PROVIDED that the applicable Issuing 
Lender, in its reasonable discretion, may require customary changes in any such 
documents and certificates. Upon issuance of any Competitive Letter of Credit, 
the applicable Issuing Lender shall notify the Administrative Agent of the 
issuance of such Competitive Letter of Credit. Promptly after receipt of such 
notice, the Administrative Agent shall notify each Lender of the issuance and 
the amount of such Competitive Letter of Credit. 
 
          (f) Sections 2.4(g), (h) and (i) are incorporated in this Section 2.4A 
by reference, MUTATIS MUTANDIS. 
 
          (g) Notwithstanding any other provision of this Agreement to the 
contrary: 
 
               (i) each Competitive Letter of Credit shall be issued solely for 
     the risk of the Lender which has issued such Competitive Letter of Credit, 
     and no other Lender shall have a participating interest in such Letter of 
     Credit; 
 
               (ii) each Competitive Letter of Credit shall be subject to the 
     terms of clauses (A) and (B) of the proviso in Section 2.23(a)(i), Sections 
     2.23(a)(iii) and 2.23(a)(iv), Section 2.23(c), Section 2.23(f)(i)(A) 
     (excluding the proviso thereto) and (B), Section 2.23(f)(iv), Section 
     2.23(g), Section 2.23(h), Section 2.23(i), Section 2.23(j) and Section 
     2.23(k), which are hereby made applicable to such Competitive Letter of 
     Credit, MUTATIS MUTANDIS, except that references in such clauses and 
     Sections to the Issuing Lender, the Required Lenders and the Lenders shall 
     be deemed to be references to the Issuing Lender which issued such 
     Competitive Letter of Credit; 
 
               (iii) if any Issuing Lender shall be requested to make payment on 
     any draft under a Competitive Letter of Credit, such Issuing Lender shall 
     give written notice of such request for payment to the Borrower and to the 
     Administrative Agent prior to making such payment; 
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               (iv) if any drawing is made under a Competitive Letter of Credit, 
     the Borrower will, upon demand of the Administrative Agent or the 
     applicable Issuing Lender, pay to the applicable Issuing Lender, in 
     immediately available funds, the full amount of such drawing; PROVIDED that 
     the Borrower may make a Borrowing to pay such amount, and PROVIDED that the 
     conditions specified in Section 4.2 are then satisfied, then 
     notwithstanding the limitations as to the aggregate principal amount of ABR 
     Loans set forth in Section 2.2(a), as to the time of funding of a Borrowing 
     set forth in Section 2.2(c) and as to the time of notice of a proposed 
     Borrowing set forth in Section 2.5, payment by the applicable Issuing 
     Lender of such draft shall constitute an ABR Loan hereunder, and interest 
     shall accrue from the date the applicable Issuing Lender makes such 
     payment. If any draft is presented under a Competitive Letter of Credit and 
     (i) the conditions specified in Section 4.2 are not satisfied or (ii) if 
     the Commitments have been terminated, then the Borrower will, upon demand 
     by the Administrative Agent or the applicable Issuing Lender, pay to the 
     applicable Issuing Lender, in immediately available funds, the full amount 
     of such draft; 
 
               (v) the Borrower shall pay to the Administrative Agent for 
     distribution to the applicable Issuing Lender in respect of each 
     Competitive Letter of Credit outstanding, a commission on the maximum 
     amount available from time to time to be drawn under such outstanding 
     Competitive Letter of Credit calculated at a rate per annum equal to the 
     applicable Competitive Bid Commission from time to time in effect 
     hereunder. Such commission shall be payable in arrears on and through the 
     last day of each fiscal quarter of the Borrower and on the later of the 
     Maturity Date and the expiration of such Competitive Letter of Credit; 
 
               (vi) the Borrower shall not be entitled to request a Competitive 
     Letter of Credit if the aggregate L/C Exposure after giving effect to the 
     issuance of such Competitive Letter of Credit would exceed $1,750,000,000; 
 
               (vii) each Competitive Letter of Credit shall be issued in 
     Dollars; 
 
               (viii) each Issuing Lender in respect of a Competitive Letter of 
     Credit shall notify the Administrative Agent (A) of the drawable amount of 
     such Competitive Letter of Credit, (B) of any drawing made on such 
     Competitive Letter of Credit and (C) of any amendment or extension of such 
     Competitive Letter of Credit, upon request by the Administrative Agent and, 
     in the case of events described in clauses (B) and (C), promptly following 
     the occurrence thereof; and 



 
               (ix) any Lender shall be prohibited from issuing Competitive 
     Letters of Credit hereunder upon the occurrence and during the continuance 
     of an Event of Default (PROVIDED that such Lender shall have received 
     notice of such Event of Default pursuant to Section 8.4 hereof and PROVIDED 
     FURTHER that such notice shall be received at least 24 hours prior to the 
     date on which any Competitive Letter of Credit is to be issued). 
 
          (h) The Borrower shall pay to the Administrative Agent a fee in the 
amount of $1,500 in connection with each Competitive Bid Request made pursuant 
to Sections 2.4 and 
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2.4A; PROVIDED that no fee shall be due and payable with respect to the first 
two Competitive Bid Requests made after October 29, 2003. 
 
          The Administrative Agent will, upon request of any Lender that has 
issued or is making a Competitive Bid for a Competitive Letter of Credit, 
confirm the total amount of L/C Exposure and the aggregate outstanding Loans to 
such Lender. 
 
               2.5 SECTION 2.12. Section 2.12 of the Credit Agreement is hereby 
amended by deleting the reference to "the earlier of (a)" in such subsection and 
deleting the words "and (b) December 11, 2002 if the Closing Date has not 
occurred on or prior to such date". 
 
               2.6 SECTION 2.15. Section 2.15 of the Credit Agreement is hereby 
amended by: 
 
                      (a) inserting the words "or maintain Competitive Letters 
          of Credit" after the words "to participate in Letters of Credit" in 
          subsection (e) thereof; 
 
                      (b) deleting the word "or" and inserting the words ", 
          Letters of Credit or Competitive" after each of the three references 
          to "such Loans" in subsection (e) thereof; and 
 
                      (c) deleting the words "and any participations in Letters 
          of Credit" in each of the two places where such words appear in 
          subsection (f) thereof, and substituting in lieu thereof ", any 
          participations in Letters of Credit and any Competitive Letters of 
          Credit". 
 
               2.7 SECTION 2.18. Section 2.18 of the Credit Agreement is hereby 
amended by: 
 
                      (a) inserting the following sentence after the third 
          sentence thereof: 
 
          "Each payment of reimbursement obligations, commission, interest or 
other amounts in respect of a Competitive Letter of Credit shall be allocated to 
the Issuing Lender of such Competitive Letter of Credit."; 
 
                      (b) inserting the words "and the Competitive L/C Exposure" 
          after the phrase "each outstanding Competitive Borrowing" in the 
          fourth sentence thereof; and 
 
                      (c) inserting the words "and Lenders that shall not have 
          issued Competitive Letters of Credit" after the words "such 
          Competitive Borrowing" in the parenthetical of the fourth sentence 
          thereof. 
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               2.8 SECTION 3. Section 3 of the Credit Agreement is hereby 
amended by adding the words "and Competitive Letters of Credit" at the end of 
the opening paragraph thereof. 
 
               2.9 SECTION 3.14. Section 3.14 of the Credit Agreement is hereby 
amended by deleting each reference to "$200,000,000" and substituting in lieu 
thereof "$300,000,000". 
 
               2.10 SECTION 4.2. Section 4.2 of the Credit Agreement is hereby 
amended by: 
 
                      (a) inserting the words "or Competitive Letter of Credit" 
          after the words "Letter of Credit" in the opening paragraph thereof; 
 



                      (b) deleting subsection (a) thereof in its entirety and 
          substituting in lieu thereof: 
 
          (a)  NOTICE. The Administrative Agent shall have received a notice 
with respect to such Borrowing, Letter of Credit or Competitive Letter of Credit 
as required by this Agreement. 
 
                      (c) inserting the words "or Competitive Letter of Credit" 
          after the words "Letter of Credit" in subsection (b) thereof; and 
 
                      (d) inserting the words "or Competitive Letter of Credit" 
          after the words "Letter of Credit" in the last paragraph thereof. 
 
               2.11 SECTION 7. Section 7 of the Credit Agreement is hereby 
amended by inserting the words "Competitive Letters of Credit," after each of 
the two occurrences of the words "Letters of Credit," in subsection (b) thereof. 
 
               2.12 SECTION 8.3. Section 8.3 of the Credit Agreement is hereby 
amended by: 
 
                      (a) inserting the words "Revolving Credit" before each 
          reference to "Loans"; and 
 
                      (b) inserting the word "Revolving" before each reference 
          to "L/C Exposure". 
 
               2.13 SECTION 8.6. Section 8.6 of the Credit Agreement is hereby 
amended by inserting the following parenthetical after the words "Issuing 
Lenders" in clause (iii) thereof: 
 
          "(other than in respect of Competitive Letters of Credit)". 
 
               2.14 SECTION 9.3. Section 9.3 of the Credit Agreement is hereby 
amended by: 
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                      (a) inserting the words "Revolving Credit" before the 
          words "Loans" and "Notes", respectively, in clause (i) of the first 
          proviso of subsection (b) thereof; 
 
                      (b) inserting the word "Revolving" before the phrase "L/C 
          Exposure" in clauses (i) and (ii)(A) of the first proviso of 
          subsection (b) thereof; 
 
                      (c) inserting the following before the parenthetical "(a 
          "NON-RATABLE ASSIGNMENT")" in clause (ii)(B) of the first proviso of 
          subsection (b) thereof: 
 
          "or the Competitive Letters of Credit at the time issued by it 
(including, without limitation, in the case of Competitive Letters of Credit, 
any unpaid reimbursement obligations)"; 
 
                      (d) deleting the words "or Competitive Loans" in clause 
          (3) of the second proviso of subsection (b) thereof and substituting 
          in lieu thereof ", Competitive Loans or Competitive Letters of Credit 
          "; and 
 
                      (e) deleting the words "and 2.21" after "2.17" in clause 
          (iv) of the first proviso of subsection (g) thereof and substituting 
          in lieu thereof ", 2.21 and 2.23". 
 
               2.15 SECTION 9.4. Section 9.4 of the Credit Agreement is hereby 
amended by: 
 
                      (a) inserting "LLP" after "Simpson Thacher & Bartlett" in 
          the fifth line thereof; 
 
                      (b) deleting the words "or the Notes or the Letters of 
          Credit" after the words "this Agreement," in the seventh line thereof 
          and substituting in lieu thereof "the Notes, the Letters of Credit or 
          the Competitive Letters of Credit"; and 
 
                      (c) inserting the words "and Competitive Letters of 
          Credit" after the words "Letters of Credit" and before the period of 
          the last sentence thereof. 
 
               2.16 SECTION 9.5. Section 9.5 of the Credit Agreement is hereby 
amended by inserting the words "and Competitive Letters of Credit" after the 
words "Letters of Credit" and before the period of the last sentence thereof. 



 
               2.17 SECTION 9.7. Section 9.7 of the Credit Agreement is hereby 
amended by inserting the words "or Competitive Letters of Credit" after the 
words "Letters of Credit" in the third line thereof. 
 
               2.18 SECTION 9.9. Section 9.9 of the Credit Agreement is hereby 
amended by inserting the words "or Competitive Letter of Credit" after the words 
"Letter of Credit" in the parenthetical of clause (y) of the first proviso 
thereof. 
 
                                                                               9 
 
 
               2.19 SECTION 9.15. Section 9.15 of the Credit Agreement is hereby 
amended by adding the following new sentence at the end thereof: 
 
          "Notwithstanding anything herein to the contrary, any party subject to 
          confidentiality obligations hereunder or under any other related 
          document (and any employee, representative or other agent of such 
          party) may disclose to any and all persons, without limitation of any 
          kind, such party's U.S. federal income tax treatment and the U.S. 
          federal income tax structure of the transactions contemplated by this 
          Agreement relating to such party and all materials of any kind 
          (including opinions or other tax analyses) that are provided to it 
          relating to such tax treatment and tax structure. However, no such 
          party shall disclose any information that is not relevant to an 
          understanding of the U.S. federal income tax treatment of the 
          transactions contemplated by this Agreement (including the identity of 
          any party to this Agreement and any information that could lead 
          another to determine the identity of any such party) or to the extent 
          such disclosure could reasonably result in a violation of any 
          applicable securities law." 
 
               2.20 EXHIBITS. The Exhibits to the Credit Agreement are hereby 
amended as follows: 
 
          (a) Exhibits E-1, E-2 and E-4 to the Credit Agreement are hereby 
deleted in their entirety and new Exhibits E-1, E-2 and E-4, attached hereto as 
Annex A, shall be substituted in lieu thereof. 
 
          (b) New Exhibit E-3A, attached hereto as Annex B, shall be inserted 
after Exhibit E-3. 
 
          III. EFFECTIVE DATE. This Amendment shall become effective on the 
date (the "Effective Date") on which the Borrower, the Administrative Agent and 
the Required Lenders under the Credit Agreement shall have duly executed and 
delivered to the Administrative Agent this Amendment. 
 
          IV.  REPRESENTATIONS AND WARRANTIES. The Borrower hereby represents 
and warrants that (a) each of the representations and warranties in Section 3 of 
the Credit Agreement shall be, after giving effect to this Amendment, true and 
correct in all material respects as if made on and as of the Effective Date 
(unless such representations and warranties are stated to relate to a specific 
earlier date, in which case such representations and warranties shall be true 
and correct in all material respects as of such earlier date) and (b) after 
giving effect to this Amendment, no Default or Event of Default shall have 
occurred and be continuing. 
 
          V.   NO OTHER AMENDMENTS; CONFIRMATION. Except as expressly amended 
hereby, the provisions of the Credit Agreement are and shall remain in full 
force and effect. 
 
          VI.  GOVERNING LAW. This Amendment and the rights and obligations of 
the parties hereto shall be governed by, and construed and interpreted in 
accordance with, the laws of the State of New York. 
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          VII. COUNTERPARTS. This Amendment may be executed by one or more of 
the parties hereto on any number of separate counterparts, and all of said 
counterparts taken together shall be deemed to constitute one and the same 
instrument. This Amendment may be delivered by facsimile transmission of the 
relevant signature pages hereof. 
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          IN WITNESS WHEREOF, the undersigned have caused this Amendment to be 
executed and delivered by their duly authorized officers as of the date first 
above written. 



 
                                         CENDANT CORPORATION 
 
 
                                         By: /s/ Ronald L. Nelson 
                                             -------------------- 
                                         Name: Ronald L. Nelson 
                                         Title: Chief Financial Officer 
 
 
                                         JPMORGAN CHASE BANK, as 
                                         Administrative Agent and as a Lender 
 
 
                                         By: /s/ Randolph Cates 
                                             ------------------ 
                                         Name: Randolph Cates 
                                         Title: Vice President 
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                                         BANK OF AMERICA, N.A. 
 
 
                                         By: /s/ Brad Lustig 
                                             --------------- 
                                         Name: Brad Lustig 
                                         Title: Managing Director 
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                                         CITIBANK N.A. 
 
 
                                         By: /s/ Hugo Arias 
                                             -------------- 
                                         Name: Hugo Arias 
                                         Title: Vice President 
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                                         THE BANK OF NOVA SCOTIA 
 
 
                                         By: /s/ Todd S. Meller 
                                             ------------------ 
                                         Name: Todd S. Meller 
                                         Title: Managing Director 
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                                         BARCLAYS BANK PLC 
 
 
                                         By: /s/ John Giannone 
                                             ----------------- 
                                         Name: John Giannone 
                                         Title: Director 
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                                         BANK ONE, NA 
 
 
                                         By: /s/ Michael M. Tolentino 
                                             ------------------------ 
                                         Name: Michael M. Tolentino 
                                         Title: Director 
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                                         CREDIT LYONNAIS NEW YORK BRANCH 
 
 
                                         By: /s/ Rod Hurst 



                                             ------------- 
                                         Name: Rod Hurst 
                                         Title: Vice President 
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                                         WESTLB AG, NEW YORK BRANCH 
 
 
                                         By: /s/ Duncan Robertson 
                                             -------------------- 
                                         Name: Duncan Robertson 
                                         Title: Executive Director 
 
 
                                         WESTLB AG, NEW YORK BRANCH 
 
                                         By: /s/ Christian Brune 
                                             ------------------- 
                                         Name: Christian Brune 
                                         Title: Director 
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                                         THE BANK OF TOKYO-MITSUBISHI, LTD., 
                                         NEW YORK BRANCH 
 
 
                                         By: /s/ Linda Tam 
                                             ------------- 
                                         Name: Linda Tam 
                                         Title: Authorized Signatory 
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                                         SUMITOMO MITSUI BANKING 
                                         CORPORATION 
 
 
                                         By: /s/ Peter R.C. Knight 
                                             --------------------- 
                                         Name: Peter R.C. Knight 
                                         Title: Joint General Manager 
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                                         CREDIT SUISSE FIRST BOSTON, Cayman 
                                         Islands Branch 
 
 
                                         By: /s/ Bill O'Daly 
                                             --------------- 
                                         Name: Bill O'Daly 
                                         Title: Director 
 
 
                                         CREDIT SUISSE FIRST BOSTON, Cayman 
                                         Islands Branch 
 
                                         By: /s/ Cassandra Droogan 
                                             --------------------- 
                                         Name: Cassandra Droogan 
                                         Title: Associate 
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                                         WELLS FARGO BANK 
 
 
                                         By: /s/ Lauren Downum 
                                             ----------------- 
                                         Name: Lauren Downum 
                                         Title: Vice President 
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                                         BMO NESBITT BURNS FINANCING, INC. 
 
 
                                         By: /s/ Brian L. Banke 
                                             ------------------ 
                                         Name: Brian L. Banke 
                                         Title: Managing Director 
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                                                                         ANNEX A 
 
                                                                     EXHIBIT E-1 
 
 
                         FORM OF COMPETITIVE BID REQUEST 
 
JPMORGAN CHASE BANK, as Administrative Agent 
 for the Lenders referred to below 
270 Park Avenue 
New York, NY  10017 2070 
 
Attention:  ______________________                                        [Date] 
 
Ladies and Gentlemen: 
 
          The undersigned, CENDANT CORPORATION (the "BORROWER"), refers to the 
Three Year Competitive Advance and Revolving Credit Agreement dated as of 
December 10, 2002 (as the same may be amended, supplemented or otherwise 
modified, renewed or replaced from time to time, the "CREDIT AGREEMENT"), among 
the Borrower, the Lenders referred to therein, the Co-Documentation Agents and 
Syndication Agent named therein and JPMorgan Chase Bank, as Administrative 
Agent. Capitalized terms used herein and not otherwise defined herein shall have 
the meanings assigned to such terms in the Credit Agreement. The Borrower hereby 
gives you notice pursuant to Section [2.4(a)][2.4A(a)] of the Credit Agreement 
that it requests a [Competitive Borrowing] [Competitive Letter of Credit] under 
the Credit Agreement, and in that connection, sets forth below the terms on 
which such [Competitive Borrowing] [Competitive Letter of Credit] is requested 
to be made: 
 
[(A) Date of the Competitive Borrowing (which 
     is a Business Day)                                             ____________ 
 
(B)  Principal Amount of the Competitive 
     Borrowing(1)                                                   $___________ 
 
(C)  Interest Rate Type(2) of the Competitive 
     Borrowing                                                      ____________ 
 
(D)  Interest Period with respect to the 
     Competitive Borrowing and the last day of 
     such Interest Period(3)                                        ___________] 
 
- ---------- 
(1)  Shall not be less than $10,000,000 (and must be in an integral multiple of 
     $5,000,000) nor greater than the Total Commitment then available. 
 
(2)  LIBOR Loan or Fixed Rate Loan. 
 
(3)  Shall be subject to the definition of "Interest Period" and shall not end 
     later than the Maturity Date. 
 
 
 
[(A) Date of Issuance of the Competitive Letter 
     of Credit (which is a Business Day)                            ____________ 
 
(B)  Face Amount of the Competitive Letter of 
     Credit(4)                                                      ____________ 
 
(C)  Purpose of the Competitive Letter of Credit                    ____________ 
 
(D)  Expiration Date of the Competitive Letter of 
     Credit                                                         ____________ 
 
(E)  Name and Address of Beneficiary                                ___________] 
 
 
- ---------- 



(4)  Shall not be less than $5,000,000 or, if less, an aggregate principal 
     amount equal to the remaining balance of the Total Commitment then 
     available. 
 
                                                                               2 
 
 
          Upon acceptance of any or all of the [Competitive Loans] [Competitive 
Letters of Credit] offered by the Lenders in response to this request, the 
Borrower shall be deemed to have represented and warranted that the conditions 
to each Loan specified in Sections 4.2(b) and 4.2(c) of the Credit Agreement 
have been satisfied. 
 
 
                                         Very truly yours, 
 
 
                                         CENDANT CORPORATION 
 
 
                                         By: 
                                            --------------------------- 
                                         Name: 
                                         Title: 
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                                                                     EXHIBIT E-2 
 
 
                       FORM OF COMPETITIVE BID INVITATION 
 
[Name of Lender] 
[Address] 
 
 
Attention:                                                                [Date] 
 
 
Ladies and Gentlemen: 
 
          Reference is hereby made to the Three Year Competitive Advance and 
Revolving Credit Agreement dated as of December 10, 2002 (as the same may be 
amended, supplemented or otherwise modified, renewed or replaced from time to 
time, the "CREDIT AGREEMENT"), among CENDANT CORPORATION (the "BORROWER"), the 
Lenders referred to therein, the Co-Documentation Agents and Syndication Agent 
named therein and JPMorgan Chase Bank, as Administrative Agent. Capitalized 
terms used herein and not otherwise defined herein shall have the meanings 
assigned to such terms in the Credit Agreement. The Borrower made a Competitive 
Bid Request on _____, 200_, pursuant to Section [2.4(a)][2.4A(a)] of the Credit 
Agreement, and in that connection you are invited to submit a Competitive Bid 
[for a Competitive Letter of Credit] by [Date]/[Time].(1) Your Competitive Bid 
must comply with Section [2.4(b)][2.4A(b)] of the Credit Agreement and the terms 
set forth below on which the Competitive Bid Request was made: 
 
[(A) Date of the Competitive Borrowing                              ____________ 
 
(B)  Principal Amount of the Competitive 
     Borrowing                                                      $___________ 
 
(C)  Interest Rate Type of the Competitive 
     Borrowing                                                      ____________ 
 
(D)  Interest Period with respect to the 
     Competitive Borrowing and the last day of 
     such Interest Period                                           ___________] 
 
 
- ---------- 
(1)  The Competitive Bid must be received by the Administrative Agent via 
     telecopier (i) in the case of a request for a LIBOR Competitive Borrowing, 
     not later than 9:30 a.m., New York City time, three Business Days before a 
     proposed Competitive Borrowing and (ii) in the case of a request for a 
     Fixed Rate Borrowing, not later than 9:30 a.m., New York City time, on the 
     Business Day of the proposed Competitive Borrowing. 
 
 
 
[(A) Date of Issuance of the Competitive Letter 
     of Credit (which is a Business Day)                            ____________ 



 
(B)  Face Amount of the Competitive Letter of 
     Credit(2)                                                      ____________ 
 
(C)  Purpose of the Competitive Letter of Credit                    ____________ 
 
(D)  Expiration Date of the Competitive Letter of 
     Credit                                                         ____________ 
 
(E)  Name and Address of Beneficiary                                ____________ 
 
(F)  Competitive Bid Commission                                     ___________] 
 
 
- ---------- 
(2)  Shall not be less than $5,000,000 or, if less, an aggregate principal 
     amount equal to the remaining balance of the Total Commitment then 
     available. 
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                                         Very truly yours, 
 
 
                                         JPMORGAN CHASE BANK, 
                                         as Administrative Agent 
 
 
                                         By: 
                                            --------------------------- 
                                            Name: 
                                            Title: 
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                                                                     EXHIBIT E-4 
 
 
                  FORM OF COMPETITIVE BID ACCEPT/REJECT LETTER 
 
 
                                                                          [Date] 
 
 
JPMorgan Chase Bank, as Administrative Agent 
 for the Lenders referred to below 
270 Park Avenue 
New York, NY  10017-2070 
 
Attention:  _____________________________ 
 
Ladies and Gentlemen: 
 
          The undersigned, Cendant Corporation ("WE" or the "BORROWER"), refers 
to the Three Year Competitive Advance and Revolving Credit Agreement dated as of 
December 10, 2002 (as the same may be amended, supplemented or otherwise 
modified, renewed or replaced from time to time, the "CREDIT AGREEMENT"), among 
the Borrower, the Lenders referred to therein, the Co-Documentation Agents and 
Syndication Agent named therein and JPMorgan Chase Bank, as Administrative 
Agent. Capitalized terms used herein and not otherwise defined herein shall have 
the meanings assigned to such terms in the Credit Agreement. 
 
          In accordance with Section [2.4(c)][2.4A(c)] of the Credit Agreement, 
we have been notified of the Competitive Bids made in connection with our 
Competitive Bid Request dated ______, 200_ and in accordance with Section 
[2.4(d)][2.4A(d)] of the Credit Agreement, we hereby accept the following bids 
for [Competitive Loans(s)] [Competitive Letters of Credit] with a maturity on 
[date]: 
 
                                 Competitive Bid Rate (i.e. 
[Principal Amount                Fixed Rate/Margin)                 Lender 
 
$                                [%]/[+/-.   %] 
$ 
 
Total $_______] 
 
[Face Amount                     Competitive Bid Commission         Lender] 
 



 
 
We hereby reject the following bids: 
 
                                 Competitive Bid Rate (i.e. 
[Principal Amount                Fixed Rate/Margin)                 Lender 
 
$                                [%]/[+/-.   %] 
$ 
 
Total $_______] 
 
[Face Amount                     Competitive Bid Commission         Lender] 
 
 
          The total amount of the bids accepted ($_____) should be deposited on 
[date] in account number _______, maintained at JPMorgan Chase Bank. 
 
                                         Very truly yours, 
 
 
                                         CENDANT CORPORATION 
 
 
                                         By: 
                                            --------------------------- 
                                            Name: 
                                            Title: 
 
                                                                               2 
 
 
                                                                         ANNEX B 
 
                                                                    EXHIBIT E-3A 
 
                             FORM OF COMPETITIVE BID 
 
JPMorgan Chase Bank, as Administrative Agent 
 for the Lenders referred to below 
270 Park Avenue 
New York, NY  10017-2070 
 
Attention:  ______________________                                        [Date] 
 
Ladies and Gentlemen: 
 
          The undersigned, [Name of Lender], refers to the Three Year 
Competitive Advance and Revolving Credit Agreement dated as of December 10, 2002 
(as the same may be amended, supplemented or otherwise modified, renewed or 
replaced from time to time, the "CREDIT AGREEMENT"), among Cendant Corporation 
(the "BORROWER"), the Lenders referred to therein, the Co-Documentation Agents 
and Syndication Agent named therein and JPMorgan Chase Bank, as Administrative 
Agent. Capitalized terms used herein and not otherwise defined herein shall have 
the meanings assigned to such terms in the Credit Agreement. The undersigned 
hereby makes a Competitive Bid pursuant to Section 2.4A(b) of the Credit 
Agreement in response to the Competitive Bid Request made by the Borrower on 
_______, 200_, and in that connection sets forth below the terms on which such 
Competitive Bid is made: 
 
(A)  The undersigned Lender is willing to issue a 
     Competitive Letter of Credit substantially in 
     the form requested in the Competitive Bid 
     Request, dated as of [____]. 
 
(B)  The Competitive Bid Commission with 
     respect to such Competitive Letter of Credit 
     is [_____]. 
 
 
          The undersigned hereby confirms that it shall, subject to the terms 
and conditions set forth in the Credit Agreement, issue a competitive Letter of 
Credit upon acceptance by the Borrower of this bid in accordance with Section 
2.4A(d) of the Credit Agreement. 
 
 
                                         Very truly yours, 
 
                                         [NAME OF LENDER] 
 
 



 
                                         By: 
                                            --------------------------- 
                                            Name: 
                                            Title: 
 
                                                                               2 
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Exhibit 12

Cendant Corporation and Subsidiaries
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(Dollars in millions) 

  

Nine Months Ended
September 30,

 

  

2003

 

2002

 
Earnings before fixed charges:        
Income before income taxes and minority interest  $ 1,790 $ 1,234 
Plus: Fixed charges   824  614 
Less: Minority interest (pretax) in mandatorily redeemable preferred interest in a subsidiary   6  10 
         Minority interest in pretax income of subsidiaries that have not incurred fixed charges   18  14 
    
Earnings available to cover fixed charges  $ 2,590 $ 1,824 
    

Fixed charges(*):        
Interest, including amortization of deferred financing costs  $ 716 $ 538 
Minority interest (pretax) in mandatorily redeemable preferred interest in a subsidiary   6  10 
Interest portion of rental payment   102  66 
    
Total fixed charges  $ 824 $ 614 
    
Ratio of earnings to fixed charges  $ 3.14x $ 2.97x
    

(*) Consists of interest expense on all indebtedness (including amortization of deferred financing costs and capitalized interest) and the portion of operating
lease rental expense that is representative of the interest factor. Interest expense on all indebtedness is detailed as follows:

    

September 30,

    

2003

 

2002

  Incurred by the Company's PHH subsidiary  $ 256 $ 148
  Related to the debt under management and mortgage programs incurred by the Company's vehicle rental subsidiaries   201  158
  All other   259  232

****
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Exhibit 15

November 5, 2003

Cendant Corporation
9 West 57th Street
New York, New York

We have made reviews, in accordance with standards established by the American Institute of Certified Public Accountants, of the unaudited interim financial
information of Cendant Corporation and subsidiaries for the three and nine month periods ended September 30, 2003 and 2002, as indicated in our report dated
November 5, 2003; because we did not perform an audit, we expressed no opinion on that information.

We are aware that our report referred to above, which is included in your Quarterly Report on Form 10-Q for the three and nine month periods ended
September 30, 2003, is incorporated by reference in Cendant Corporation's Registration Statement Nos. 333-11035, 333-17323, 333-17411, 333-20391, 333-
23063, 333-26927, 333-35707, 333-35709, 333-45155, 333-45227, 333-49405, 333-78447, 333-86469, 333-51586, 333-59246, 333-65578, 333-65456, 333-
65858, 333-83334, 333-84626, 333-86674 and 333-87464 on Form S-3 and Registration Statement Nos. 33-74066, 33-91658, 333-00475, 333-03237, 33-58896,
33-91656, 333-03241, 33-26875, 33-75682, 33-93322, 33-93372, 33-80834, 333-09633, 333-09637, 333-30649, 333-42503, 333-34517-2, 333-42549, 333-
45183, 333-47537, 333-69505, 333-75303, 333-78475, 333-51544, 333-38638, 333-64738, 333-71250, 333-58670, 333-89686, 333-98933 and 333-102059 on
Form S-8.

We also are aware that the aforementioned report, pursuant to Rule 436(c) under the Securities Act of 1933, is not considered a part of the Registration Statements
prepared or certified by an accountant or a report prepared or certified by an accountant within the meaning of Sections 7 and 11 of that Act.

/s/ Deloitte & Touche LLP
New York, New York

****
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Exhibit 31.1

CERTIFICATION 

I, Henry R. Silverman, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Cendant Corporation; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; 

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent function): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: November 6, 2003

/s/ Henry R. Silverman
Chief Executive Officer

QuickLinks

CERTIFICATION



QuickLinks -- Click here to rapidly navigate through this document

Exhibit 31.2

CERTIFICATION 

I, Ronald L. Nelson, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Cendant Corporation; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; 

b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent function): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: November 6, 2003

/s/ Ronald L. Nelson
Chief Financial Officer
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Exhibit 32

Certification of CEO and CFO Pursuant to
18 U.S.C. Section 1350,
as Adopted Pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002 

In connection with the Quarterly Report of Cendant Corporation (the "Company") on Form 10-Q for the quarterly period ended September 30, 2003, as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), Henry R. Silverman, as Chief Executive Officer of the Company, and Ronald L.
Nelson, as Chief Financial Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act
of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Henry R. Silverman
Henry R. Silverman
Chief Executive Officer
November 6, 2003

/s/ Ronald L. Nelson
Ronald L. Nelson
Chief Financial Officer
November 6, 2003

A signed original of this written statement required by Section 906 has been provided to Cendant Corporation and will be retained by Cendant Corporation and
furnished to the Securities and Exchange Commission or its staff upon request.
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