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INTRODUCTION 
 
 Ford Motor Company welcomes the opportunity to submit our Plan to the House 
Financial Services Committee, and appreciates the time and attention Congress is 
devoting to the critical issues that confront the domestic automotive industry in the 
current economic environment.   
 
 In this submission, we first provide an overview of the current business 
environment, then discuss our Plan for viability, and conclude by answering the specific 
questions posed in the correspondence received from Speaker of the House Nancy 
Pelosi and Senate Majority Leader Harry Reid. 
 


We all have a shared interest in protecting American jobs, a vital American 
industry and American innovation.  As the Committee knows so well, the ongoing 
economic and credit crisis has affected many Americans – from losing their jobs to 
losing their homes.  The recession also has had very negative ramifications for the U.S. 
auto industry, which supports five million jobs in all 50 states and spends $12 billion 
annually on research and development in the U.S. – more than any other industry. 


 
We fully appreciate that the industry needs to transform itself to better compete 


by developing safer, greener and even better quality vehicles.  We recognize Congress’ 
important role as guardian of the American taxpayers, and we hope in our submission 
that we address your valid concerns about our potential for future viability and restore 
your confidence in our commitment to bring change and accountability.   
 


As a company and as an industry, we readily admit 
that we have made our share of mistakes and 
miscalculations in the past.  We would ask 
Congress to recognize, however, that Ford did not 
wait until the current crisis to begin our restructuring 
efforts, and that much of what we describe below 
are actions we have taken and decisions we have 
made about the future that have already put us on a 
path to long-term viability.  During the past several 
years, Ford has begun a fundamental restructuring 
in the way we do business – a restructuring that, as 
described more fully below, affects every part of our 
business, including product innovation, fuel 
efficiency, labor relations, suppliers, and dealers.  In  


short, Ford recognized that our business model needed to change, and we are 
changing it.  We share Congress’ concern that our industry needs an aggressive 
restructuring, and we at Ford already have undertaken many of the decisive actions that 
we believe are necessary to ensure our future success.   
 
 


While we have much more 
work ahead of us, Ford did 
not wait until the current 
crisis to begin our 
restructuring efforts, but 
has already begun a 
fundamental restructuring 
in the way we do business.  
Our early efforts showed 
promise before the credit 
and economic crises hit 
earlier this year.   
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In fact, Ford was profitable in the first quarter of 2008 before the credit and 
broader economic crisis rapidly and dramatically shrunk demand for automobiles to a 25 
year low.  That’s why we respectfully ask Congress to work with us to provide temporary 
access to loans that, if needed, will help us continue to restructure in this difficult 
economic period.   


 
We note that Ford is in a different situation from our competitors, in that we 


believe our Company has the necessary liquidity to weather this current economic 
downturn – assuming that it is of limited duration.  If the downturn is longer and deeper 
than we now anticipate, however, access to government financing would be important to 
help us be able to continue to implement our Plan and benefit when the economic 
recovery inevitably arrives.  While we hope we do not have to access the loans, we 
believe it is critically important that loans are available to us and the domestic auto 
industry.  
  
 In addition, the credit markets currently remain frozen and are not available to 
finance the industry’s cyclical needs.  This means that our liquidity through 2009 could 
come under increasing pressure if a significant industry event, such as a bankruptcy of 
one of our competitors, causes a disruption to our supply base, dealers and creditors. 
 
 We are acutely aware that our domestic competitors are, by their own reporting, 
at risk of running out of cash in a matter of weeks or months.  Our industry is an 
interdependent one.  We have 80 percent overlap in supplier networks.  Nearly 25 
percent of Ford’s top dealers also own GM and Chrysler franchises.  That is why the 
collapse of one or both of our domestic competitors would also threaten Ford.   
  
 For Ford, the availability of a government line of credit would serve as a critical 
backstop or safeguard against these conditions as we drive transformational change in 
our Company.  Accordingly, given the significant economic and market risks that exist, 
Ford respectfully requests that government funding be made available to us, in the form 
of a “stand-by” line of credit, in the amount of up to $9 billion.  This line of credit would 
be a back-stop to be used only if conditions worsen further and only to the extent 
needed. 
 
 Our recommended terms of the loan would be: (i) at government borrowing rates; 
(ii) a revolving credit line with a ten year duration; and (iii) with additional conditions 
consistent with the TARP legislation. 
  
 
 
 
 
 
 
 
 


Ford’s Request: 
A “stand-by” line of credit in the amount of up to $9 billion 


at Government borrowing rates, for a 10 year term, with TARP conditions, 
 to support our restructuring, including the acceleration of products 


that consumers want and value. 
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THE CURRENT BUSINESS ENVIRONMENT 
 
 The United States economy is in a recession.  The financial crisis, the worst in 
several decades, has exacerbated the downturn and diminished economic growth 
prospects in the months ahead.    
 
 The auto sector is one of the first to suffer from bad economic conditions – 
indeed, spending on new vehicles historically represents about 4% of GDP and 
therefore is closely tied to economic conditions.  As the financial crisis persists, both 
credit availability and consumers’ weakened confidence have contributed to a drastic 
decline in vehicle sales.  There has been a broad-based tightening of origination and 
underwriting standards for automotive financing, spreading beyond the sub-prime arena 
to affect many prime borrowers as well.  The Federal Reserve Senior Loan Officers’ 
survey shows that banks’ willingness to extend consumer installment loans has only 
been weaker at one time in the past 30 years, and that was in June of 1980.  Over 60% 
of banks have tightened standards for consumer credit. 
  
 The forward economic outlook is also negative, with a wide range of possible 
outcomes due to the uncertain financial market environment.  Real GDP is projected to 
decline significantly in the current quarter, as much as 4% or more as compared to the 
prior quarter (at an annualized rate).  Consumer confidence is the weakest since the 
early 1980s, with nearly three in four consumers expecting the recession to deepen in 
the months ahead, according to the recent Survey of Consumers report released by 
Reuters/University of Michigan.   
 
 The economy is projected to contract through the first half of 2009, with a peak-
to-trough decline in real GDP in the 2.0% to 2.5% range.  The housing sector decline, 
as measured by housing starts and sales, is expected to weaken somewhat from 
already low levels.   
 


 Spending by consumers has already fallen at an annual rate of nearly 4% in the 
third quarter (as compared to the second quarter).  A further contraction in consumer 
spending is underway in the current quarter, with an additional step down likely in the 
first quarter of 2009.  Consumers are weighing likely further employment declines and 
responding by increasing their saving rates and pulling back on purchases, especially of 
durable goods such as automobiles. 
 
 The financial crisis, now 16 months old, persists.  Despite the actions taken by 
the Federal Government and the Federal Reserve (and other governmental institutions 
around the world), there is no near-term end in sight.  Government actions to encourage 
consumer lending and open capital markets have, in our view, been of limited 
effectiveness to date, as banks have retained government support to improve their 
financial leverage and shore up their own financial health rather than using it to make 
resources available to businesses and consumers.  The present credit environment has 
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severely limited consumer and commercial access to financing and negatively impacted 
both consumer confidence and spending. 
 


The impact of the credit crisis has been acutely felt 
in the domestic automotive industry.  October 2008 
U.S. industry sales volumes were at the lowest 
annualized level in 25 years, and down 34% from 
2007, and November sales are tracking at similar 
low rates.  Compared with the first quarter of 2008, 
the industry annual running rate in October has 
fallen by 31%, which roughly equates to an annual  


industry selling decrease of almost five million units.  Moreover, this sales decline 
occurred over a short period of time, making it virtually impossible for manufacturers to 
reduce their costs to match the precipitous revenue decline.  Ford has responded 
aggressively by reducing production to meet demand, but this responsible action puts 
additional pressure on our business by decreasing our cash reserves as payables 
continue to come due while revenues decline.  
 


In addition, we now believe that the global economic and industry downturn will 
be broader, deeper and longer than previously expected, with industry volumes in 2009 
expected to decline from the low levels of 2008.  Our suppliers and dealers, already 
stressed, will be under increasing pressure.  Moreover, continuing turbulence in the U.S. 
and worldwide economies and tight credit markets will continue to undermine consumer 
confidence and impact our business.   
 


The present credit environment also has severely 
limited the ability of the automotive finance 
companies like Ford Motor Credit Company to 
access the public debt and securitization markets, 
and is significantly impairing our ability to support 
dealer and consumer financing needs.  Banks and 
investors are exhibiting an aversion to risk and a 
willingness to invest in only the highest-quality  


financing instruments, and preferably in government instruments or government-
guaranteed debt.  This risk aversion has expanded to a level where it is challenging to 
find financial counterparties to transact even simple interest rate and currency swaps, 
further contributing to a significant slowing of U.S. economic activity.  These issues 
have further constrained the cash available from Ford’s normally profitable automotive 
finance company to support our automotive business. 
 
 It is in the face of the deepening economic and credit crisis that Ford is asking 
the Government to make assistance available to the domestic automotive industry even 
though we have a Plan for our future which, with exception to Department of Energy 
funding under Section 136, does not assume government assistance.  We do so for at 
least four reasons.   
 


The recession and 
financial crisis has 
resulted in automotive 
industry sales volumes at 
the lowest annualized level 
in 25 years.   


The credit environment 
has severely limited the 
ability of Ford Motor Credit 
Company to support 
dealer and consumer 
financing needs.  
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 First, we are acutely aware that our supply base, our labor structure, and our 
dealer network, among other factors, are sized for an industry and a market share that 
the domestic companies can no longer support.  The current crisis has generated 
considerable debate about the perceived need to restructure our industry in the national 
interest.  As the nation’s oldest automotive company, Ford Motor Company is a vital 
participant in that debate.   
 


Second, we are aware that our domestic competitors 
are, by their own reporting, at risk of running out of 
cash in a matter of weeks or months.  Because our 
industry is an interdependent one, with broad overlap 
in supplier and dealer networks, the collapse of one 
or both of our domestic competitors would threaten 
Ford as well.  It is in our own self-interest, as well as 
the nation’s, to seek support for the industry at a time 
of great peril to this important manufacturing sector 
of our economy. 


 
Third, we hope that demonstrating our Plan to 
Congress will hasten approval of our application with 
the FDIC to establish an Industrial Loan Company as 
part of our finance arm, Ford Motor Credit Company.  
Having an Industrial Loan Company will place us on 
a more equal footing with our major competitors who 
already have such banks.  More importantly, it will  


benefit consumers by providing us another resource for reasonably priced capital, thus 
helping us provide credit to our customers and dealers. 
 
 Finally, the industry cannot use the current financial markets to finance its 
cyclical needs, as these markets are presently frozen, and any one of the following 
items could put severe pressure on our short-term and long-term liquidity: 
 


• A significant industry event, such as a bankruptcy of one of our competitors, 
causes a disruption to our supply base, dealers and creditors; 


• The economic decline is greater than present forecasts and industry volumes 
decline to per capita levels not seen since the great depression era; or 


• There is a global economic collapse, creating additional cash demands. 
 


In addition to making financing available to the automotive industry, there are other 
important policies that will help enhance the industry’s global competitiveness.  First, 
Ford was proud to support stronger CAFE standards, and we are absolutely committed 
to meeting them.  However, we urge Congress to maintain one economy-wide set of 
national standards on fuel economy.  A patchwork of standards would place enormous 
financial and engineering burdens on manufacturers and have the effect of reducing 
consumer choice -- all for little or no environmental benefit.  Second, in developing a 
stimulus bill to drive our country’s economic recovery, we ask Congress to consider 


Ford is supporting the 
request for help from the 
Federal government 
• To be part of the 


national debate 
• Because of the threat to 


Ford from a significant 
event involving one of 
our competitors 


• In the hopes of 
hastening approval of 
our ILC application 


• Because frozen credit 
markets might threaten 
liquidity under certain 
scenarios.  
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incentives for consumers to trade in older vehicles and move to more fuel-efficient 
vehicles.  We also ask that continued R&D incentives be considered: the 


automobile industry spends $12 billion annually on research 
and development – more than any other industry.  Third, we 
look forward to working with Congress on comprehensive 
health care reform that will improve patient care, bring greater 
transparency, utilize new health information technologies and 
drive down costs.  Fourth, currency is the medium in which 
trade occurs – it can be as important a determinant of trade 
flows as the goods themselves.  Currency values must be 
fairly determined – through an open market – not pre-
determined by governments to support their domestic  


industries.  Finally, we support free trade, but it needs to befair trade.  Agreements such 
as the recent US-Korea trade pact hurt domestic manufacturers because they maintain 
non-tariff barriers to U.S.-produced goods and prevent a level playing field.  
 
 
THE FORD MOTOR COMPANY VIABILITY PLAN 
 
Our Transformation to Date 
 
 When Ford embarked on our transformational Plan it was with clear recognition 
that Ford’s business model needed to change dramatically, and quickly, if we were 
going to succeed.  Our Board of Directors and Company management knew that 
“business as usual” would deliver “results as usual” -- a steady decline in performance 
and a failure to earn returns that would cover our cost of capital much less create 
positive shareholder value.   
 
 Historically, Ford has operated as four largely separate automotive companies 
around the globe: (i) a North American company; (ii) a South American company; (iii) a 
European company; and (iv) an Asia Pacific company.  Each of these separate 
companies had its own product development systems, manufacturing processes, 
suppliers, and other duplicative structures.  While this structure may have made sense 
when the automotive industry was in its infancy and communications, transportation, 
and other infrastructures made economies around the world more isolated, the 
separation of our operations has in more recent years led to unnecessary and inefficient 
duplication, waste and a failure to realize the substantial benefits of scale available to a 
global enterprise such as Ford.    
 
 In recent decades, moreover, Ford expanded into other businesses.  At the 
beginning of this decade, our brand portfolio included Aston Martin, Jaguar, Land Rover, 
and Volvo, and we also owned adjacent businesses such as Hertz and the Kwik-Fit 
aftermarket parts business in Europe.  As we attempted to manage these and other 
businesses, our global enterprise became more difficult to manage and we neglected to 
ensure that the Ford “Blue Oval” brand retained its luster in all segments and its 


Ford supports 
other government 
policy initiatives 
to enhance the 
automotive 
industry’s global 
competitiveness.  
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historical preeminence in all of our markets as a symbol that Ford Motor Company was 
there to provide reliable and affordable transportation for all. 
 
 The situation was especially acute in the United States.  Throughout the 1990s 
and into this decade, we became increasingly dependent in the U.S. market on trucks 
and large SUVs, which were in heavy demand by consumers and generated large 
profits.  Many of our competitors, both foreign and domestic, likewise followed market 
demand and added more truck and SUV products to their lineups.  Our focus on these 
vehicles, however, left us exposed in the event of a market shift to smaller, more fuel-
efficient vehicles.  In anticipation of such a shift, and inspired by the compelling vision 
outlined by our Executive Chairman, Bill Ford, we began to refocus our portfolio earlier 
in this decade, introducing a new line of mid-size cars (the Fusion, Milan, and MKZ) as 
well as the first hybrid sport utility (the Ford Escape -- still the most fuel efficient sport 
utility available with an EPA city mileage rating of 34 miles per gallon).  When fuel prices 
shot up rapidly earlier this year, the shift occurred much more quickly and was much 
more pronounced than we or anyone else in the industry anticipated.   
 
 In addition, we had, over a period of many years, created a labor structure that 
was uncompetitive with the foreign-owned transplant operations that had been 
established in the United States.  And, we made small cars in the United States largely 
because of a requirement to meet federal Corporate Average Fuel Economy standards.   
 


Fortunately, within the global Ford enterprise we had 
models of success on which to pattern a North 
American transformation.  Both our European and 
South American operations had substantially 
completed transformational plans that had returned 
those operations to profitability from years of losses.  
Our European and South American operations had 
developed attractive new products, matched capacity 
to demand and implemented progressive 
agreements with labor.  Moreover, these markets, 
with historically high fuel prices, were primarily small 


vehicle markets, so we knew that, as a Company, we could make attractive small 
vehicles that could deliver profits, particularly in a high fuel price environment. 
 
 It was with the knowledge of our success in Europe and South America that we 
developed a new plan for our Company.  Our Plan is summarized as “One Ford – One 
Team • One Plan • One Goal.”  One Ford has firmly established the principle of one 
global company, with One Team, working together as a lean, global enterprise for 
automotive leadership, as measured by our customer, employee, dealer, investor, 
supplier, union, and community satisfaction. 
 
 As part of the One Team approach, we have implemented and continue to 
implement a disciplined business plan process to regularly review our business 
environment, risks and opportunities, our strategy, our Plan, identify areas of our Plan 


Ford recognizes the 
factors that caused our 
current situation, and 
began to address those 
factors aggressively based 
on successful turnarounds 
in our European and South 
American businesses.   
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that need special attention and pursue opportunities to improve our Plan.  Everyone is 
included, openness is encouraged, our leaders are responsible and accountable, facts 
and data drive our decisions, high-performance teamwork is a performance criteria and 
we follow this process every week, every month, and every quarter, driving continuous 
improvement. 
 
 Our One Team is unified in pursuing the four elements of our One Plan: 


 
• Aggressively restructure to operate profitably at the current demand and 


changing model mix; 
• Accelerate development of new products our customers want  


and value; 
• Finance our plan and improve our balance sheet; and 
• Work together effectively as one team, leveraging our global assets. 


 
Our One Team and our One Plan are laser-focused 
on delivering our One Goal:  An exciting viable Ford 
Motor Company delivering profitable growth for all. 


 
As business conditions continue to change quickly, 
we are responding with decisive action: 


 
•  We are implementing our strategy to focus on One Ford and simplify our brand 


structure.  As a result, we sold Aston Martin, Jaguar and Land Rover  
and the majority of our ownership of Mazda, and we have announced that we 
are exploring strategic alternatives for Volvo, including divestiture.  We have 
divested additional other non-core assets.  These sales have also helped our 
overall liquidity.  


• We have improved our Ford Blue Oval brand favorability with consumers by re-
establishing the brand’s historical association with affordable, safe, and 
sustainable transportation for all, offering the best automotive value. 


• We obtained financing for our Plan by going to the more receptive capital 
markets in December 2006 to raise $23.5 billion in liquidity, consisting of $18.5 
billion of senior secured debt and credit facilities, secured by substantially all of 
our domestic assets, and $5 billion of unsecured convertible debt. 


• Faced with a possible financial crisis at our former in-house parts supplier in late 
2005, we took back 17 North American plants from Visteon and formed 
Automotive Components Holdings, LLC (ACH).  We have worked with the UAW 
to restructure each business and either sell or close the facilities.  In doing so, 
we have reduced the costs to Ford, eliminated the risk of disruptions to our 
business, and treated the affected employees in a responsible way.  By year end, 
we will have returned two plants to Ford, closed four plants and sold five plants.  
We also have announced the future closure of two more plants, and have four 
plants left for which we are currently exploring the options to sell or close.  


• Together with the United Auto Workers (UAW), we negotiated a transformational 
labor agreement in 2007, with a lower wage structure for new employees and 
flexible work rules, and we continue to implement our Voluntary Employee 


Ford is executing decisive 
actions to achieve our 
ONE FORD plan, aligned 
around ONE GOAL:  
Profitable growth for all.    
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Beneficiary Association (VEBA) plan to transfer long-term responsibility for 
retiree health care to the UAW. 


• We are cutting operating costs in North America, reducing by $5 billion 
cumulatively our annual operating costs (which we measure at constant volume, 
mix and exchange, excluding special items) by year-end 2008 as compared with 
2005, and we continue to implement additional cost reduction actions in North 
America and around the world.  


• We continue to improve our vehicles to achieve leadership in quality and fuel 
economy and to maintain our leadership in safety and interior comfort and 
convenience technology – further enhancing the Ford brand. 


• We are positioned through our focus on the Ford brand to leverage our global 
assets and scale to manufacturer smaller, fuel-efficient vehicles in North 
America and the rest of the world, including our global Ford Fiesta and Focus in 
2010. 


• We have taken painful but necessary downsizing actions to match capacity to 
real demand, including closing 17 plants over the past five years and downsizing 
by 12,000 salaried employees and 45,000 hourly employees in North America in 
the past three years. 


 
 Our Ford Credit automotive financial services business, with assets of $130 
billion as of September 30, 2008, provides wholesale financing for about 80% of the 
Ford, Lincoln and Mercury dealerships in the U.S.  It also provides retail and lease 
financing for four million U.S. consumers.   
 
 Ford Credit has taken similarly significant actions, including:  
 


• Refocusing its financing business on our Ford, Lincoln and Mercury brands, and 
achieving a globally competitive cost structure. 


• Exiting several Asia Pacific markets and forming international business 
partnerships to facilitate the repatriation of capital to support the U.S. business. 


• Restructuring its U.S. operations and transitioning from a 160-branch network to 
six regional business centers. 


 
 Implementing our One Ford Plan resulted in a profit for the first quarter of 2008 
before the full impact of the credit and economic crises was felt. 
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Our Plan for North America 
 
I. Aggressively restructure to operate profitably at the current demand and 
 changing model mix 
 
 We continue to restructure our North American operations aggressively to be 
able to operate profitability at the current demand and vehicle mix.  This restructuring is 
taking place across all of our operations, in the areas of manufacturing, supplier 
relationships, dealer relationships, dealer and consumer credit operations and 
personnel. 
 
 Manufacturing.  We have a strong U.S. manufacturing presence, with 10 vehicle 
assembly plants and 26 powertrain, stamping and components plants across the U.S.  
We are converting three truck assembly plants to small car production, to support what 
we believe is a permanent shift to smaller more fuel-efficient vehicles.  To this end,  


approximately 50% of future U.S. capacity will be 
allocated to small and medium-size vehicles.  In 
addition, nearly all of our U.S. assembly plants will 
have flexible body shops by 2012 to enable quick 
response to changing consumer demands and nearly  


half of our transmission and engine plants will be flexible, capable of manufacturing 
various combinations of transmission and engine families.  We have announced four 
additional plant closures between 2009 and 2011 and we have announced our intent to 
close or sell our four remaining ACH plants.  We will continue to aggressively match our 
manufacturing capacity to real demand. 
 
 Suppliers.  We have been working extremely hard to strengthen our U.S. located 
supply base, which represents 80% of our North American purchases.  We have 
instituted a number of business practices with these suppliers designed to increase  


collaboration, provide for data transparency and 
expand the volume of business with select suppliers, 
while building a more sustainable business model.  
We have also been able to reduce the total number 
of production suppliers eligible for major sourcing  


from Ford from 3,300 in 2004 to approximately 1,600 suppliers today, with a further 
reduction to 750 suppliers planned.  We have paid specific attention to strengthening 
our minority and women suppliers – which currently account for about $4 billion of our 
annual $35 billion of purchases from U.S. supplier locations.  Our consolidation efforts 
have resulted, and will result, in more business for our major suppliers which will 
increase their financial strength.   
 
 Moreover, as we move aggressively to global vehicle platforms, sourcing to 
common suppliers for the total global volume of a vehicle’s components is dramatically 
increasing, meaning that a smaller number of suppliers will receive a greater volume of 
the purchases made by Ford to support our global vehicle platform.  This again results 


Aligning Manufacturing 
capacity to meet real 
demand  


Strengthening our U.S. 
supply base   
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in stronger suppliers achieving (and Ford realizing) greater economies of scale as their 
components are sourced across global platforms for the life of that platform. 
 
 Dealers.  Our dealers are a source of strength, especially our rural/small town 
dealers, who represent the face of Ford in communities across the U.S. and provide 
employment, tax support, community leadership and customer service.  At our current 


and expected future market share, we clearly have 
too many dealers and therefore have made it 
increasingly difficult to sustain a healthy and 
profitable dealer network.  To address this  


overcapacity, we are partnering with our dealers and are downsizing and restructuring 
the Ford, Lincoln and Mercury network in our largest 130 metropolitan market areas to 
provide targeted average-year sales for Ford dealers at 1,500+ units and Lincoln 
Mercury dealers at 600+ units, resulting in sustainable profits in both good and bad 
years.  We are doing this while maintaining customer convenience factors such as 
driving distance, location, and appealing facilities.  We have joined with our dealers to 
fund these consolidation actions jointly to protect our representation in the marketplace. 
 
 At year-end 2005, we had 4,396 Ford, Lincoln, Mercury dealers, with 2,242 of 
those dealers in our largest 130 markets.  By year-end 2008, we estimate that we will 
have 3,790 dealers, with 1,875 dealers in our largest 130 markets, a reduction of 606 
dealers overall (14%), 367 of which were in our largest markets (a reduction of 16%).  
We will continue to work collaboratively with our dealers to reduce our dealer network to 
match our sales, market share and dealer sales objectives.  
 
 Credit Operations.  We also continue to support our dealers through our wholly-
owned subsidiary, Ford Motor Credit Company – especially important during this time of 
tight consumer and commercial access to credit.  Ford Credit provides wholesale, retail 
and lease financing programs, together with capital and facility loan programs.  
 


Ford Credit is further consolidating its operations and 
improving its cost structure to reflect lower financing 
volumes resulting from the sale of the Jaguar and 
Land Rover brands, our reduced ownership in Mazda 
and lower automotive industry sales volumes.  These 


actions include forming new strategic alliances and partnerships and reducing capital 
needs in international markets, and continuing to restructure its operations globally.  
 


Supporting our dealer 
network  


Focusing Ford Motor 
Credit Company to 
support U.S. dealers and 
consumers  
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 Salaried Personnel.  In the area of salaried personnel, we are engaging in 
aggressive restructuring to fit our business to the current demand and to set the stage 
for growth.  We will have reduced salaried personnel costs by 40% over the past three 
years, including a 10% reduction effective February 2009.  In addition, since 2005, we 
have reduced the number of corporate vice presidents in North America by 35%. 
 


To further reduce costs, we recently made several 
significant changes to our Compensation and Benefit plans, 
including: (i) eliminating merit increases and bonuses due 
to be paid in 2009; (ii) suspending the Company’s 401(k)  


matching contribution, and Company-paid tuition assistance and dependent 
scholarships; (iii) capping retiree life insurance at $25,000; and (iv) improving the cost-
effectiveness of benefit programs through more efficient plan offerings and increased 
employee cost sharing. (See Appendix, Slide 1.)  
 
 Hourly Personnel.  With respect to the hourly work force in the United States, we 
and the UAW agreed to a transformational labor agreement in 2007, the benefits of 
which are only beginning to be realized.  Under this agreement, our hourly labor cost 
disadvantage compared to the transplants will be substantially reduced, although not 
completely eliminated.  These labor costs savings should begin to materialize as we 
have the opportunity to bring workers into the workforce at the new wage levels. (See 
Appendix, Slide 2.)  
 


The 2007 UAW/Ford Negotiations resulted in 
significant progress being made in reducing the 
Company’s total labor cost.  Given the present 
economic crisis and its impact upon the automotive 
industry, however, Ford is presently engaged in  


discussions with the UAW with the objective to further reduce our cost structure and 
eliminate the remaining labor cost gap that exists between Ford and the transplants. 
 
 As the Committees are aware, Ford is a significant provider of health care 
coverage in the United States, providing expansive health care benefits to nearly 
500,000 current and retired employees, including their dependents.  In our 2007 
agreement with the UAW, we agreed to help ensure the coverage for current and future 
UAW retirees by paying $13.2 billion in the form of cash and notes into a Voluntary 
Employee Beneficiary Association trust (“VEBA”) to settle the Company’s obligation, 
effective at year-end 2009.  We intend to fully meet the terms of our agreement with the 
UAW to transfer the assets and the notes by December 31, 2009.   
 
 In the area of health care for salaried employees, our obligation at year-end 2007 
was $2 billion.  We have implemented cost caps on these benefits beginning in 2007, 
which will limit our exposure to future cost increases.  In addition, we continue to drive 
efficiencies for all participants through wellness education programs and competitive 
benefit sourcing. 
 


Reducing salaried 
personnel costs  


Working with the UAW to 
transform our hourly 
personnel cost structure  
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 As a result of the above actions, we will realize a total of $5.5 billion in 
annualized operating cost reductions from 2005 through 2008.  We continue to pursue 
additional cost reductions at all levels for 2009 and future years, and we expect an 
additional $1 billion in operating cost reductions in 2009. 
 
  
II. Accelerate development of new products our customers want  
 and value 
 


Success in the automotive business is based on 
product.  No element of our Plan is more 
important than accelerating the development of 
new vehicles our customers want and value.  
We will achieve this through: 


 
 


• A balanced and complete portfolio of small, medium and large vehicles in the car, 
utility and truck segments facilitated by using Ford’s world class vehicles 
available in all of our regions; 


• Product excellence through leadership in fuel economy, innovation, quality, 
safety, and leading edge “comfort and convenience” technology; 


• Substantial and continuous improvement in engineering and investment 
efficiency facilitated by leveraging the global assets of “One Ford” and a 
reduction in the number of vehicle platforms, engines, transmissions, and 
customer offered complexity; and   


• Significant improvement in the profitability of small cars. 
 
 Balanced Portfolio.  We are leveraging our global product strengths to deliver six 
new world-class small and medium sized vehicles to the United States over the next 
four years.  This will enable our car and crossover product segment mix to increase 
from 48% to 60% and result in volume and share growth. (See Appendix, Slide 3.)  We 
are targeting sales leadership in “people movers” and crossovers through addition of 
new vehicles (such as the Ford Flex) and redefining existing vehicles (such as the Ford  


Explorer).  We will have significantly reduced 
truck, van, & sport utility vehicle (SUV) product 
mix from 52% to 40% in only three years.  In 
order to realize a balanced portfolio, we are 
increasing our investment allocation in cars and 
crossovers from 59% to 82% of our total 
investment. 


 
 Although we believe that the shift to smaller, more fuel-efficient vehicles is 
permanent, trucks, vans and SUVs will continue to be an important part of the North 
American market.  We intend to maintain our leadership position in these segments by 
focusing our investment on new fuel-efficient vehicles, such as the new Ford Transit, 
and all new powertrains with advanced technology.   


No element of our One Ford 
Plan is more important than 
accelerating the development 
of new vehicles our customers 
want and value.  


Ford is recognizing and 
adapting to the shift to smaller 
vehicles while maintaining 
leadership in our areas of 
traditional strength.  







 


 14 


 
 Product Excellence and Innovation.  Ford Motor Company understands the 
importance of fuel economy to both our customers and the Nation and we are 
committed to deliver the best or among the best fuel economy with every new vehicle. 


In fact, half of our Ford, Lincoln and 
Mercury light duty nameplates qualify by 
2010 as “Advanced Technology Vehicles” 
under the Energy Independence and 
Security Act– increasing to 75 percent in 
2011 and more than 90 percent in 2014.  
As part of our commitment to be America’s 
fuel-economy leader, we will: 
 


• Improve Ford’s U.S. light-duty vehicle fleet fuel economy from the 2005 model 
year baseline every year.  From Ford’s largest light duty trucks to our smallest 
cars, we will improve the fuel economy of our fleet by 14% in 2009, 26% in 2012, 
and 36% in 2015.  We fully intend to meet or exceed the fuel efficiency 
requirements set forth in the Energy Independence and Security Act of 2007. 


• Deploy affordable fuel economy technologies in high volume for all customers, 
including : 


� EcoBoost Engines (turbo-charging plus direct injection combined with 
downsizing – with up to a 20% improvement in fuel economy) – following 
introduction in 2009, application of this technology will increase to more than 
85% of Ford/Lincoln/Mercury nameplates by 2012 and 95% by 2015 
� Electric Power Assisted Steering – will be available on 90% of 
Ford/Lincoln/Mercury nameplates by 2012 and 100% by 2014.  Electric 
steering improves fuel economy by 3%, and is just one example of the 
attention-to-detail necessary to deliver fuel economy leadership 
� 6-Speed Transmissions – currently offered in more volume than any other 
manufacturer.  6-speed transmissions will be in 100% of 
Ford/Lincoln/Mercury nameplates by 2012 


• Support bio-fuels such as ethanol as an important long term solution to our 
energy needs, especially as second generation fuels become available.  Ford 
has committed to doubling the production of flexible fuel vehicles by 2010 and to 
producing 50% of our products capable of running on E85 by 2012.  In addition, 
we are operating demonstration fleets of hybrid and plug-in hybrid vehicles 
capable of running on E85.   


• Continue to develop and deploy hybrids while reducing cost for expanded market 
applications.  Ford was the first U.S. company to introduce a hybrid with the 
introduction of the Ford Escape Hybrid in 2004 and the Escape and Mariner 
Hybrids remain the fuel-economy leaders among all sport utilities.  Full HEV 
nameplate offerings and volume will double in 2009 with introduction of Ford 
Fusion and Mercury Milan Hybrids, which best the Toyota Camry hybrid by at 
least six mpg.  


Ford is delivering dramatic 
improvements in fuel economy, 
and investing $14 billion in the 
U.S. on advanced technologies.  
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• Achieve annual fuel savings of 2.5 billion gallons by 2012 model year and 3.1 


billion gallons by 2015 model year from new fuel efficient vehicles including: 
� 2009 Ford Escape with better highway fuel economy than Toyota RAV4 


and Honda CRV. 
� 2009 Ford F-150 with class-leading fuel economy better than Toyota 


Tundra and Nissan Titan. 
� 2010 Ford Fusion HEV with better fuel economy than Toyota Camry HEV 


by at least 6 mpg. 
� 2010 Ford Fusion with better highway fuel economy than Toyota Camry 


and Honda Accord. 
� 2011 Ford Explorer with better highway fuel economy than Toyota 


Highlander HEV. 
� 2011 Ford Fiesta with better highway fuel economy than Toyota Yaris and 


Nissan Versa. 
• Achieve cumulative gasoline fuel savings from Ford’s advanced technology 


vehicles of 16 billion gallons from 2005-2015. 
 
 Our Plan calls for an investment of roughly $14 billion in the U.S. on advance 
technologies to improve fuel efficiency by over 25%.   We have submitted these projects 
to DOE under Section 136 of the Energy Independence and Security Act, and expect to 
receive $5 billion in direct loans by 2011 to invest in these technologies.     
 
 In addition to fuel economy leadership, we intend to achieve leadership in quality 
and maintain leadership in public domain safety testing and interior comfort and 
convenience technology, and we are well on our way.   
 


The 2008 model year marked Ford’s fourth 
consecutive year of improved vehicle quality: 
 


• Customer concerns at both high and low times in service dropped by 50% in the 
last four years; contributing more than $1 billion in warranty savings to date.  
Plans are in place to achieve another 30% improvement by 2011. 


• Ford led the domestic manufacturers in the 2008 Consumer Reports Reliability 
Survey, with the most reliable gas family cars being the Ford Fusion and Mercury 
Milan. 


• Ford and Mercury are among top four non-luxury brands with Toyota and Honda 
at 3 Years in Service in the 2008 RDA Global Quality Research Survey (GQRS), 
a respected third party assessment of industry quality. 


• Ford, Lincoln and Mercury tied the best Japanese brands in the 2008 RDA 
GQRS survey at 3 months in service. 


• Ford and Mercury are among the top four non-luxury brands with Toyota and 
Honda in JD Power & Associates Initial Quality Study (IQS). 


• We have increased Consumer Reports “Recommended Buys” from 11 in 2005 to 
16 in 2008, and we have plans in place for all Ford vehicles to achieve 
Recommended Buys by 2011. 


Ford is leading in quality, 
safety, and technology.    
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 Ford continues as a leader in safety performance.  We recently achieved the 
highest number of “Top Safety Picks” from the U.S. Insurance Institute for Highway 
Safety (IIHS), we were awarded the most U.S. government 5-star safety ratings in the 
automotive industry, and we have introduced product innovations that improve safety 
including: (i) Forward Collision Warning with Brake Support; (ii) Blind Spot Information 
System with Cross Traffic Alert; (iii) Roll Stability Control; (iv) MyKey© configurable 
driving mode to encourage safer driving behaviors; and (v) Integrated Spotter Mirror.  
We also continue to lead on technologies that enhance comfort and convenience, 
including SYNC for hands-free media and phone, Easy Fuel capless fuel filler and our 
coming innovation in next generation display and information systems. 
 
 Sustainability and Electrification Strategy.  Ford’s sustainability plan will achieve 
continuous and substantial improvement in fuel economy and a corresponding reduction 
in CO2 through affordable technology in high volume.  Ford’s plan is to make affordable 
fuel efficiency available to millions of consumers. 
 


Our three-phased approach – with near-term, 
medium-term and long-term advanced 
technologies and products – begins now with 
advanced internal combustion engine and 
transmission technologies, such as our 
EcoBoost engines going into production on 
several vehicles in 2009. The next major step in 
Ford’s plan is to increase over time the volume 
of electrified vehicles, as battery costs improve 
and as the transition from Hybrids to Plug-in 


Hybrids to Battery Electric Vehicles occurs. (See Appendix, Slide 4.) 
 
Next month at the North American International Auto Show in Detroit, we will 


discuss in detail Ford’s accelerated vehicle electrification plan, which includes bringing 
to market by 2012 a family of hybrids, plug-in hybrids and battery electric vehicles.  Our 
work will include partnering with battery and powertrain systems suppliers to deliver a 
full battery electric vehicle (BEV) in a van-type vehicle for commercial fleet use in 2010 
and a BEV sedan in 2011.  We will develop these vehicles in a manner that enables us 
to reduce costs and ultimately makes battery electric powered vehicles more affordable 
for consumers.  


 
Our plan also includes building on our competence in hybrid vehicles, as 


demonstrated by the industry-leading fuel economy of the Ford Escape and Ford Fusion 
hybrids.  We are now developing our next generation full hybrid technology, which 
includes plug-in capability, for vehicles in 2012 and beyond.  We are targeting a 
substantial increase in hybrid volume through a greater than 30% reduction in cost, 
installation of hybrid capability in global platforms and hybrid vehicles that are uniquely 
styled.  
 


Ford’s three-phased approach 
to sustainability provides 
immediate and significant 
improvements on a wide scale 
and accelerated electrification, 
including next generation 
hybrids and all-electric 
vehicles. 
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 We cannot, however, accomplish significant electrification by ourselves.  The 
2007 Energy Independence and Security Act requires American-developed  


breakthroughs in high-power energy batteries (e.g. 
lithium ion).  In order to make significant progress in 
electrification, Ford supports establishing a U.S. 
public/private partnership to accelerate the 
development of this capability, including supporting 
infrastructure, within the United States. 


 
 Engineering and Investment Efficiency.  As part of our Plan, we are providing 
more new or significantly changed vehicles for our customers with less investment.  
Between 2005 and 2008, we improved our engineering costs and facilities and tooling 
costs for a new vehicle by 60% and 40%, respectively.   Continuation of these rates of 
improvement is included in our business plan.  Major enablers to these improvements 
include: 
 


• A new Product Development process learned from our partner, Mazda, that 
reduces the time to develop a new vehicle by 8 to 14 months 


• Continuing focus on simplification, for example, the reduction of vehicle platforms 
(the underpinnings of a vehicle) from 25 in 2005 to 9 by 2012, equal to the best 
competitor.  


 
 Small Car Profitability.  As part of our Plan, we will reverse the decades-long 
trend of losing money on the production of small cars in the United States.  In order to  


accomplish this improvement in profitability, 
and secure our ability to continue to produce all 
types of vehicles in the U.S., we are taking the 
following actions: 


 
• Increase global platform volume of Focus sized vehicles to over 2 million units 


per year;  
• Increase volume of Ford Focus cars to over 1 million units per year; 
• Improve margins by: 


� improving revenues by making vehicles that are exciting in design, both 
exterior and interior, with class-leading fuel economy, safety performance, 
craftsmanship, and technology.  The improvements across all Ford 
vehicles are improving customer perception of the Ford brand; 


� improving costs to competitive levels through reduced complexity and 
global purchasing scale; and 


• Improve fixed costs through increased manufacturing and supply base capacity 
utilization and sharing of engineering and tooling costs globally. 
 


Ford is taking action to make 
production of small cars 
profitable in the U.S.   


Ford supports a  
public/private partnership to 
develop next generation 
battery technology 
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III. Finance our plan and improve our balance sheet 
 
 The third pillar of our Plan is to finance the Plan and improve our balance sheet.  
As noted, we worked to obtain financing for our Plan by going to the markets in 
December 2006 to raise $23.5 billion in liquidity, consisting of $18.5 billion of senior 
secured debt and credit facilities, secured by substantially all of our domestic assets, 
and $5 billion of convertible debt. 
 
 In addition, in 2006, we eliminated common stock dividends and in 2007 and 
2008 we issued more than $3 billion in new equity (debt exchanges and direct 
issuances), sold Aston Martin, Jaguar, Land Rover and the majority of our investment in 
Mazda. 
 
 At Ford Credit, and in light of the frozen capital markets, we have recently 
become more reliant on committed securitization capacity from banks and have 
embarked upon aggressive plans to develop new funding products.  We are eligible for 
and are participating in funding programs from the European Central Bank and, more 
recently, the Federal Reserve’s Commercial Paper Funding Facility (CPFF).  We have 
provided feedback to the Federal Reserve and Treasury on their newest program (Term 
Asset Backed Securities Loan Facility) in hopes that changes can be implemented that, 
in our view, will result in better financing support for our U.S. customers and dealers.  
We also filed an Industrial Loan Company application with the FDIC earlier this year and 
we are hopeful that a favorable response will soon be forthcoming so we can diversify 
our funding capability and eliminate the competitive disadvantage created by certain 
competitors operating Industrial Loan Companies. 
 
 Looking forward to 2009 and beyond, we intend to explore strategic alternatives 
for our Volvo business, including divestiture.  We also intend to raise further equity 
capital when markets re-open and our business begins to improve, and we would 
explore balance sheet restructuring over time. 
 
 
IV. Work together effectively as one team 
 
 As part of the One Team approach, we have implemented a disciplined business 
plan process to regularly review our business environment, risks and opportunities, our 
strategy, our Plan, and identify areas of our Plan that need special attention and pursue 
opportunities to improve our Plan.  Everyone is included and contributes, openness is 
encouraged, our leaders are responsible and accountable, we use facts and data to 
make our decisions, high performance teamwork is a performance criteria and we follow 
this process every week, every month, and every quarter, driving continuous 
improvement.  We believe this process gives us a clear picture of our business in real 
time and the ability to respond quickly to new issues and changing conditions – as we 
have done in the face of rapid changes in the market and business environment in 2008.   
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 In addition, we are partnering with and enlisting all of our stakeholders to help us 
execute our Plan to deal with our business realities and create an exciting viable Ford 
business going forward.  We are reaching out and listening to customers, dealers, 
employees, the UAW, suppliers, investors, communities, retirees, and federal, state and 
local governments.  Each of these constituencies is a critical part of, and critical to, the 
success of our business going forward.  Realizing our goal of profitable growth for all is 
as important to these stakeholders as it is to our shareholders. 
 
 Implementing the elements of our Plan in North America will deliver a viable and 
profitable business, poised for profitable growth for all.  Under our Plan we expect our 
profitability (operating profit before taxes – excluding special items) to be at or above 
breakeven for both Corporate and North American Automotive in 2011 and our 
Corporate operating cash flow to be at or above breakeven in 2011. 
 
SUMMARY 


 
  Ford Motor Company has a comprehensive transformational Plan that will 
ensure our future viability – as evidence by our profitability in the first quarter of 2008.  
Ford’s overseas operations are profitable, and we have put in place the same product-
led transformation plan and business model to ensure our viability in the U.S.  Ford has 
enough liquidity in the near-term and a plan to be profitable in the long-term based on 
our present assumptions, which we believe are firmly grounded in reality.  We are 
poised for profitable growth for all of our stakeholders – our employees, suppliers, 
dealers, shareholders and the communities across America that benefit from our 
presence and our success.  
 
 
 
 
 
 
 
Responses to specific questions in the letter from Speaker of the House Pelosi and 
Majority Leader Reid are on the pages that follow. 
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RESPONSE TO SPECIFIC QUESTIONS 
 
 We have presented the key elements of Ford Motor Company’s Plan to achieve 
profitability, and will answer the specific questions in the letter from Speaker Pelosi and 
Majority Leader Reid.  We believe that these responses should be the beginning of a 
partnership between the Federal Government and the industry as part of the provision 
of the proposed bridge loans to the industry.   
 
 We hope that the 111th Congress and the incoming Obama Administration will 
establish a process to address in a comprehensive way the conditions that inhibit 
competitiveness of the domestic industry and that the process will include all of the 
stakeholders – manufacturers, creditors, dealers, the United Auto Workers, and 
suppliers, to enhance the long term strength of the industry.   
 
 


Provide a forthright, documented assessment of the auto companies’ 
current operating cash position, short-term liquidity needs to continue 
operations as a going-concern, and how they will meet the financing needs 
associated with the plan to ensure the companies’ long-term viability as 
they retool for the future. 
 
As of September 30, Ford had about $30 billion of liquidity ($19 billion of cash 
and $11 billion of available automotive credit lines). 
 
We also are implementing a series of operating and financing actions that are 
expected to improve Automotive cash by a total of $14 billion to $17 billion 
through 2010.  These actions include: 
 
• Reducing our 2009-2010 annual capital spending to between $5.0 and $5.5 


billion;  
• Achieving further salaried personnel-related cost reductions through  


personnel reductions and revisions to compensation;  
• Reducing engineering and manufacturing costs through improved 


efficiencies and alignment with volume assumptions;  
• Reducing other structural costs through greater efficiencies in  


advertising, information technology, and other areas 
• Reducing inventories globally and achieving other working  


capital improvements; 
• Releasing capital consistent with Ford Credit’s smaller balance sheet 


and focus on core Ford brands;  
• Developing incremental sources of funding, including sale of non-core assets; 


and  
• Implementing equity for debt swaps. 


 
Because of these actions and our access to our revolving credit lines, even if 
industry levels were somewhat worse than October 2008 levels through the end 
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of 2009, Ford would have adequate short-term liquidity.  Drawing the credit lines, 
however, would put significant financial pressure on an already stressed banking 
sector.  The revolver loan would be required to be paid back or refinanced, if 
markets permit, by year-end 2011. 
 
Ford, therefore, is not facing a short-term liquidity issue but this could change if 
there is a significant industry event that causes a disruption to our supply base 
and creditors 
 
The continuing decline in the economic environment also has caused longer-term 
issues for our plan, which we address in the next section. 
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Provide varying estimates of the terms of the loan requested with varying 
assumptions including that of automobile sales at current rates, at slightly 
improved rates, and at worse rates. 
 
We have set forth below our estimates of U.S. new vehicle sales at slightly 
improved rates, at current rates, and at worst rates.  Our request for government 
funding in the form of a “stand-by” line of credit, in the amount of up to $9 billion, 
is based on our analysis of automobile sales at current rates. 
 
Automotive Industry Sales at “Slightly Improved Rates” 
 
These are the assumptions on which our Plan is based and which are supported 
by modeling recoveries from past deep recessions. 
 
       2009  2010  2011 
 
U.S. Total Vehicle Sales (mils.)*  12.5  14.5  15.5 
*includes medium and heavy duty trucks 


 
This forecast is based on an economic cycle similar to the early 1980’s with a 
peak-to-trough real GDP decline of 2 to 2.5%.  Overall, our GDP assumptions are 
generally consistent with the ranges released by the Federal Reserve on 
November 18, 2008. This vehicle sales forecast includes four years of 
consecutive declines in vehicle ownership (per driving age person), the longest 
reversal of this trend. Total sales remain 10-15% below trend in 2010.  We 
believe that the enactment of a successful stimulus package has the potential to 
generate demand in excess of this forecast.  
 
Based on this forecast, we have sufficient resources through the business plan 
period to fund our substantial investment in product and fuel economy 
improvement plans and maintain our VEBA funding plans.  The recent declines in 
the stock market, however, have reduced our U.S. pension funding levels.  Based 
on the average rate of return that we expect to realize longer term as opposed to 
returns that have historically been realized coming out of a recession, this would 
require additional contributions of $3-$4 billion starting in 2010.  In addition, the 
continuing uncertainty in the credit markets jeopardizes our funding plans for our 
credit company; requiring up to $4 billion of incremental capital to replace debt 
that we presently can not raise. Further, given the increasing uncertainty of the 
economic environment, we believe it would be prudent to plan for an additional 
$2-$3 billion for balance sheet restructuring or for further industry declines (equal 
to a decline in industry volumes by about 2-3 million units over the 2009-2011 
planning period -- the sensitivity of our cash to changes in industry volume is 
about $1 billion per 1 million change in unit volume). 
 
Based on the substantial fuel economy investments included in our plan, we 
expect to receive up to $5 billion of DoE funds through 2011 based on the full 
amount requested as part of our November 11, 2008 submission.  Assuming this 
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level of DoE funding, availability of incremental funds of up to $4-$6 billion 
through 2011 would be required to provide protection against the above issues. 
 
If our Plan were to materialize, we believe we would only need a government 
credit line of $6 billion, again only to be accessed if and to the extent needed. 
 
Automotive Industry Sales at “Current Rates” 
 
       2009  2010  2011 
 
U.S. Total Vehicle Sales  (mils.)  11.0  12.5  14.0 
 
This forecast is based on an economic cycle worse than the early 1980’s and a 
recession that persists through all of 2009. The peak-to-trough real GDP decline 
would be about 3%.  In this scenario, the median age of cars would rise to well 
above 10 years (up from only 8 years earlier this decade) as consumers stop 
replacing vehicles.  The cumulative reduction of 5 million industry units from our 
Plan levels would increase our funding needs to up to $9 billion.  
 
 
Automotive Industry Sales at “Worse Rates” 
 
       2009  2010  2011 
 
U.S. Total Vehicle Sales (mils.)   10.5  11.0  12.0 
 
This forecast is based on prolonged economic slump that persists into 2010.  In 
this case, significant monetary and fiscal policy easing does not provide any 
stimulus to consumer and business spending.  The downturn would be the worst 
on record in the post depression period.  The cumulative reduction of 9 million 
industry units would increase our funding needs to up to $13 billion.  
 
The incremental funding under these scenarios would cover working capital 
requirements and additional restructuring actions (including personnel layoffs and 
plant closings).   
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Provide for specific measures designed to ensure transparency and 
accountability, including regular reporting to, and information-sharing with, 
any federal government oversight mechanisms established to safeguard 
taxpayer investments. 
 
Ford hopes it will not need to utilize these loans, but if we do we would provide 
significant information regarding our business to any Oversight Board that 
Congress might establish.   
 
Ford regularly provides financial and other information in publicly-filed reports to 
SEC, NHTSA, EPA, and PBGC.  In addition to our publicly-filed reports, we would 
submit periodically to any Oversight Board information on:  
• our progress, and projected future progress, in meeting the performance 


goals and milestones of our plan; 
• our progress in improving our capacity to pursue the timely and aggressive 


production of energy-efficient advanced technology vehicles and in meeting 
federal fuel efficiency requirements;  


• our executive compensation plans (to demonstrate compliance with the 
provisions of the legislation);  


• our progress in preserving and promoting U.S. auto jobs, [consistent with our 
plan for financial viability]; 


• funding of retirement and health care benefits for our retirees and their 
dependents; and 


• our efforts to strengthen our balance sheet over time to reduce our debt and 
repay any government loans 
 


In order to allow these reports to be as inclusive as possible, we strongly 
recommend that Congress afford the opportunity where appropriate for information 
submitted to the Oversight Board to be protected from public disclosure as 
confidential business information. 
 







 


 25 


Protect taxpayers by granting the most senior status for any government 
loans provided, ensuring that taxpayers get paid back first. 
 
We recognize the importance of the federal government protecting the taxpayers’ 
interests in connection with any loans made to the automakers.  Senior status of 
government loans could, however, exacerbate our challenges and the problems in 
the financial system by causing certain existing debt to be in default.  Ford has $17.5 
billion of senior secured debt, including $10.2 billion of available credit facilities, 
secured by substantially all of our domestic assets.  It is this liquidity that we believe 
may permit us to make it through this difficult period without needing to avail 
ourselves of government financial assistance.  Ford also has outstanding $17.1 
billion of publicly-issued unsecured debt securities that by their terms rank as senior 
unsecured debt.   
 
A condition of senior status for any government loan could cause lenders or holders 
of our debt to allege a debt default, which could result in an acceleration of 
indebtedness and lead to the very result the legislation was designed to prevent, 
namely, a liquidity crises. 
 
Any legislation, therefore, should be structured to provide that any government loans 
would be given priority over “unsecured obligations and indebtedness of the 
borrower, except to the extent that creating such priority would cause those 
obligations or indebtedness to be in default.”  We would be pleased to discuss this 
matter further with the Committees should that prove helpful to a better 
understanding of the difficulties presented by the proposal to grant taxpayers the 
“most senior status.”   
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Assure that taxpayers benefit as corporate conditions improve and 
shareholder value increases through the provision of warrants or  
other mechanisms. 
 
Ford supports the need for taxpayer protections.  Should business conditions 
worsen and we need to use the loans, Ford will work with the Federal Government 
to implement reasonable provisions of warrants or other forms of support. 
 
We respectfully recommend that a reasonable coverage ratio for warrants would be 
15%, the level applied to TARP participants, with the strike price and numbers of 
shares of common stock determined by reference to the market price of Ford stock 
at the time of drawing on the bridge loan.   Existing Ford shareholders, of course, 
would be diluted.  
  
In order to protect valuable tax losses, it is important that the equity interests 
provided to the Federal Government not contribute to an ownership change under 
Internal Revenue Code section 382.  The necessary provisions would be similar to 
the section 382 protections provided to banks by IRS Notice 2008-100 with respect 
to the equity interests provided to the Federal Government under the Capital 
Purchase Program of the Emergency Economic Stabilization Act of 2008, P.L. 110-
343. 
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Bar the payment of dividends and excessive executive compensation, 
including bonuses and golden parachutes by companies receiving  
taxpayer assistance. 
 
Ford is taking aggressive actions to limit dividends and executive compensation 
during this difficult period.  Ford eliminated dividends to shareholders in 2006.  In 
the event Ford receives help under this legislation being contemplated by Congress, 
we would not resume paying dividends until after such assistance has been repaid. 
 
Ford recognizes that transforming our industry will require the shared sacrifice of 
many stakeholders and we will be asking our employees, dealers, and others to 
make changes to help save their jobs and our company.  To underscore our 
commitment, Ford’s senior executives will not receive any salary increases or 
bonuses in 2009, and we will extend that restriction if business conditions continue 
to warrant it.  We believe that the executive compensation limits imposed under 
TARP (to which we may be availing ourselves even without bridge loans if the TALF 
program is implemented so that our credit operations can participate and benefit 
from this program) are equally appropriate for the automobile industry.  
 
In order to innovate and develop the smaller and more fuel efficient cars of the 
future, we also need to attract and retain highly skilled employees.  As it considers 
legislation, we hope that Congress will provide us with adequate flexibility to attract 
and keep the quality employees essential to our transformation and not impose 
overly broad restrictions that will inhibit our competitiveness.   
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Include proposals to address the payment of healthcare and pension 
obligations. 
 
As stated in our submission, Ford is a significant provider of health care coverage in 
the United States, providing expansive health care coverage current and retired 
employees and their dependents –covering over 500,000 people in total.  In our 
agreement with the UAW, we agreed to help ensure the coverage for current and 
future UAW retirees by paying $13.2 billion in the form of cash and notes into a 
Voluntary Employee Beneficiary Association trust (“VEBA”) to fully settle the 
Company’s obligation, effective at year-end 2009.  We intend to fully meet the terms 
of our agreement with the UAW to transfer the assets and the notes by December 
31, 2009.   
 
In the area of salaried health care, our obligation at year-end 2007 was $2 billion.  
We have implemented cost caps on salaried benefits beginning in 2007, which will 
limit our exposure to future cost increases.  In addition, we continue to drive 
efficiencies for all participants through wellness education programs and competitive 
benefit sourcing.  The funding of our salaried health care obligations in included as 
part of our Plan. 


 
The Company provides substantial retirement benefits to both hourly and salaried 
U.S. retirees – 207,000 UAW retirees and 128,000 salaried retirees.  At the end of 
2007, our hourly and salaried pension plans were funded at levels of 104% and 
111%, respectively, with combined assets of $45.8 billion.  Stock market declines, 
however, have resulted in a significant, unexpected reduction in the funded status of 
U.S. pension plans, so that without an improvement in market conditions, required 
contributions to our major U.S. pension plans are expected beginning in 2010 – with 
a total of about $3-4 billion in contributions starting in 2010.   
 
Should pension investment returns not recover, or continue to deteriorate, 
government loans could be used to ensure the overall strong funding status of our 
pension plans. 
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Demonstrate the auto companies’ ability to achieve the fuel efficiency 
requirements set forth in the Energy Independence and Security Act of 2007, 
and become a long-term global leader in the production of energy-efficient 
advanced technology vehicles. 
 
Ford Motor Company understands the importance of fuel economy to both our 
customers and the Nation and we are committed to deliver the best or among the 
best fuel economy with every new vehicle.   In fact, half of our Ford, Lincoln and 
Mercury light duty nameplates qualify as “Advanced Technology Vehicles” under the 
Energy Independence and Security Act by 2010 – increasing to 75 percent in 2011 
and more than 90 percent in 2014.  As part of our commitment to be America’s fuel-
economy leader, we will: 
 
• Improve Ford’s U.S. light-duty vehicle fleet fuel economy from the 2005 model 


year baseline every year.  From Ford’s largest light duty trucks to our smallest 
cars, we will improve the fuel economy of our fleet by 14% in 2009, 26% in 2012, 
and 36% in 2015.  We fully intend to meet or exceed the fuel efficiency 
requirements set forth in the Energy Independence and Security Act of 2007. 


• Deploy affordable fuel economy technologies in high volume for all customers, 
including : 


� EcoBoost Engines (turbo-charging plus direct injection combined with 
downsizing – with up to a 20% improvement in fuel economy) – following 
introduction in 2009, application of this technology will increase to more 
than 85% of Ford/Lincoln/Mercury nameplates by 2012 and 95% by 2015 


� Electric Power Assisted Steering – will be available on 90% of 
Ford/Lincoln/Mercury nameplates by 2012 and 100% by 2014.  Electric 
steering improves fuel economy by 3%, and is just one example of the 
attention-to-detail necessary to deliver fuel economy leadership 


� 6-Speed Transmissions – currently offered in more volume than any other 
manufacturer.  6-speed transmissions will be in 100% of 
Ford/Lincoln/Mercury nameplates by 2012 


• Support bio-fuels such as ethanol as an important long term solution to our 
energy needs, especially as second generation fuels become available.  Ford 
has committed to doubling the production of flexible fuel vehicles by 2010 and to 
producing 50% of our products capable of running on E85 by 2012.  In addition, 
we have produced demonstration fleets of hybrid and plug-in hybrid vehicles 
capable of running on E85.   


• Continue to develop and deploy Hybrids while reducing cost for expanded market 
applications.  Ford was the first U.S. company to introduce a hybrid with the 
introduction of the Ford Escape Hybrid in 2004 and the Escape and Mariner 
Hybrids remain the fuel-economy leaders among all sport utilities.  Full HEV 
nameplate offerings and volume will double in 2009 with introduction of Fusion 
and Milan Hybrids, which best the Toyota Camry hybrid by at least six mpg.  


• Achieve annual fuel savings of 2.5 billion gallons by 2012 model year and 3.1 
billion gallons by 2015 model year from new fuel efficient vehicles including: 
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� 2009 Ford Escape with better highway fuel economy than Toyota RAV4 
and Honda CRV. 


� 2009 Ford F150 with class leading fuel economy better than Toyota 
Tundra and Nissan Titan. 


� 2010 Ford Fusion HEV with better fuel economy than Toyota Camry HEV 
by at least 6 mpg. 


� 2010 Ford Fusion with better highway fuel economy than Toyota Camry 
and Honda Accord. 


� 2011 Ford Explorer with better highway fuel economy than Toyota 
Highlander HEV. 


� 2011 Ford Fiesta with better highway fuel economy than Toyota Yaris and 
Nissan Versa. 


• Achieve cumulative gasoline fuel savings from Ford’s advanced technology 
vehicles of 16 billion gallons from 2005-2015. 


 
Our plan calls for an investment of roughly $14 billion in the U.S. on advance 
technologies to improve fuel efficiency by over 25%.  We have submitted these 
projects to DoE under Section 136 of the Energy Independence and Security Act, 
and expect to receive $5 billion in direct loans by 2011 to invest in these 
technologies.     
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Require that government loans be immediately callable if long-term plan 
benchmarks are not met. 
 
Should business conditions worsen, and we needed to avail ourselves of 
government financing, we would accept a callable structure if sufficient flexibility was 
provided to address unforeseen events that might lead to deviation from any loan 
requirements. 
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General Motors Corporation 


Restructuring Plan for Long-Term Viability 


 


1. Introduction 


 


In response to the urgent request of General Motors Corporation for U.S. Government 


assistance to sustain operations, Speaker of the House of Representatives Nancy Pelosi 


and Senate Majority Leader Harry Reid in a letter dated November 21, 2008, have asked 


that General Motors (GM) submit to the U.S. Congress a ―credible restructuring plan that 


results in a viable industry, with quality jobs, and economic opportunity for the 21
st
 


century‖.  The requested restructuring plan (hereafter the ―Plan‖) is respectfully set out 


below.   


 


The Plan details why GM needs temporary Government funding, how that funding will 


be used, how we intend to repay the taxpayers, and why such funding is beneficial to the 


U.S. economy.  While we have attempted to be fully responsive to the issues raised in the 


November 21 letter, we are prepared to elaborate on any item, where such elaboration 


would assist the Congress in its consideration of this urgent matter.   


 


At its core, this Plan is a blueprint for creating a new General Motors, one that is lean, 


profitable, self-sustaining and fully competitive.  General Motors well understands the 


challenges to energy security and the climate from worldwide long-term growth in 


petroleum consumption. GM believes that as a business necessity we must look to 


advanced vehicle technologies to reduce petroleum dependency and greenhouse gas 


emissions, and has structured this Plan accordingly.  


 


The company commits to use the proposed Government funding to exclusively sustain 


and restructure its operations in the United States and aggressively retool its product mix. 


Key elements of this Plan include: 


 a dramatic shift in the company‘s U.S. portfolio, with 22 of 24 new vehicle 


launches in 2009-2012 being more fuel-efficient cars and crossovers; 


 full compliance with the 2007 Energy Independence and Security Act, and 


extensive investment in a wide array of advanced propulsion technologies; 


 reduction in brands, nameplates and retail outlets, to focus available resources and 


growth strategies on the company‘s profitable operations; 


 full labor cost competitiveness with foreign manufacturers in the U.S. by no later 


than 2012; 


 further manufacturing and structural cost reductions through increased 


productivity and employment reductions; and 


 balance sheet restructuring and supplementing liquidity via temporary Federal 


assistance. 


 


The net effect of the operational and financial restructuring elements contained in the 


Plan will be a company that is profitable (at an EBIT basis) in a U.S. industry with annual 


sales between 12.5-13 million units.  Given the very significant operating leverage in the 


automobile business, this means a restructured GM would realize healthy profits in a 


more typical 16 million unit year and be able to self-fund its operations long-term.   
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While GM acknowledges that it has made mistakes in the past, the company has been 


pursuing a major transformation of its business model for the past several years, and 


accelerating its plans to produce more fuel-efficient vehicles.  This transformation has 


consumed a substantial amount of resources and accounts for a major portion of GM‘s 


current financial leverage.  At this juncture, the company would not require Government 


assistance were it not for the dramatic collapse of the U.S. economy, which has 


devastated the company‘s current revenues and liquidity.  


  


With the assistance requested to pursue the Plan outlined herein, and with the significant 


sacrifices from GM stakeholders that are proposed, the company can succeed, and will 


repay the American taxpayers in full.  Specifically, we propose: 


 


 up to a $4 billion immediate loan from the Federal Government, to ensure 


minimum liquidity levels through December 31, 2008; 


 a second draw in January, 2009, of up to $4 billion to ensure adequate liquidity 


balances through January 31, 2009; and a third draw of up to $2 billion in the 


February-March time frame based on recent market developments, for a total 


draw of $10 billion by the end of the first quarter; 


 a total term loan facility of up to $12 billion, including the three draws, to ensure 


minimum liquidity levels through December 31, 2009, under a Baseline U.S. 


industry annual sales volume of 12 million units;   


 a $6 billion committed line of credit from the Federal Government to ensure 


adequate liquidity under more severe U.S. industry conditions (a 10.5 million unit 


―Downside‖ industry sales scenario for 2009) or a more challenging near-term 


dealer order situation; 


 a total of $18 billion in term loan and revolving credit facilities, which is larger 


than the amount discussed during the Congressional hearings of November 18-19, 


2008, that includes provision for the ―Downside‖ industry sales scenario, the 


subject of considerable inquiry during the hearings;  


 the creation of a Federal Oversight Board to monitor and authorize draws, 


including timing, amounts and performance metrics consistent with the Plan 


outlined below. The Oversight Board will support and facilitate an expedited, 


Administration-led, successful restructuring, ensuring that taxpayer investments 


are fully protected; and 


 providing the taxpayer benefits as the company‘s condition improves, and 


shareholder value increases through the provision of warrants. 


 


The Oversight Board will provide Congress transparency around the temporary loan 


facilities, to ensure that such loans are being spent for the intended purposes as outlined 


in this Plan, and to confirm that the restructuring benchmarks required for draws are met.  


If more extensive restructuring is required, GM will work with the Oversight Board to 


determine the additional necessary actions. 


 


The term ―liquidity‖, as used by GM, is the amount of cash readily accessible to meet the 


company‘s immediate or very near-term obligations. This includes cash on hand, 







 


 


6 


 


available revolver capacity, and very short-term investments, like money market funds, 


certificates of deposit, and short-term highly-rated commercial paper. 


 


General Motors is requesting the loan facilities outlined above (term loan and committed 


credit facility) because recent significant declines in dealer orders are now adversely 


affecting first-quarter production schedules and revenue forecasts.  This drop in dealer 


orders reflects both continued, abnormally low auto industry sales, due to the general 


economic decline, and mounting consumer fears about a GM bankruptcy.  According to 


very recent market research (conducted by CNW Marketing Research), more than 30% of 


consumers who considered a GM vehicle and purchased a competitive product instead 


cited the possibility of GM bankruptcy as the top reason for not buying a GM product. 


This is more than double the percentage of the next highest reason.   


 


To highlight this point, both the Baseline and Downside Scenarios outlined in this 


submission assume that consumers will consider GM products and services on their 


merits, and without regard to concerns relating to the company‘s viability.  If this 


assumption is not true, and concerns regarding the company‘s viability continue to weigh 


on purchase decisions (as they clearly did in November 2008), the company expects that 


first-quarter 2009 cash outflows would be materially worse than even the Downside 


Scenario.  As such, clarity and prompt action adds real value to the company and to 


consumers. 


 


The requested Federal assistance will materially help resolve this uncertainty, stabilize 


the company, and enable GM to execute its restructuring Plan.  Such assistance also helps 


the company achieve a viable and sustainable capital structure by early 2009.  


Importantly, as part of this restructuring, GM will preserve the status of existing trade 


creditors, and honor terms and provisions of all outstanding warranty obligations to both 


consumers and dealers, in the U.S. and globally. 


 


Some have suggested that bankruptcy is a reasonable option. The plain fact is bankruptcy 


of an auto company is markedly different and much riskier than that of a steel company 


or an airline, with the potential for: lengthy delays, given the number of stakeholders; 


significant administrative costs; the very real risk of the lack of funding while in 


bankruptcy; and the stigma attached to our products in the eyes of consumers.  On this 


latter point, it cannot be emphasized strongly enough how much a bankruptcy will 


depress sales of an auto manufacturer‘s products due to consumer fears of long-term 


warranty, resale value and service-related issues. The company, as noted above, is 


already experiencing the effects of such speculation today. 


  


2. Background 


 


General Motors Corporation, a U.S.-based company, has been in business for 100 years, 


has produced nearly 450 million vehicles globally, and operates in virtually every country 


in the world. While GM has recently enjoyed rapidly growing sales and revenues outside 


the United States, the U.S. remains the company‘s largest single market. 
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GM is woven into the very fabric of America.  It has been the backbone of U.S. 


manufacturing, is a significant investor in research and development, and has a long 


history of philanthropic support of communities across the country.  The auto industry 


today remains a driving engine of the U.S. economy, employing 1 in 10 American 


workers, and is one of the largest purchasers of U.S. steel, aluminum, iron, copper, 


plastics, rubber, and electronic and computer chips.  Indeed, GM‘s ―Keep America 


Rolling‖ sales campaign, following the September 11 attacks, is credited by many as 


having prevented an extended recession in 2001.   


 


It is no secret that GM, like all domestic automobile manufacturers, has increasingly 


struggled over the last several years due to increased competition from foreign 


manufacturers with lower wage, healthcare and benefit costs (in part, due to having far 


fewer retirees to support in the U.S., and national healthcare structures in their home 


countries).  GM has spent $103 billion over the last 15 years alone on these legacy costs, 


constraining investment in more advanced manufacturing and product technologies and 


significantly weakening the company‘s balance sheet. 


 


GM has made mistakes in the past — in now-untenable provisions from prior collective 


bargaining agreements, and insufficient investment in smaller, more fuel-efficient 


vehicles for the U.S.  Even so, GM still supplies one in five vehicles sold in the U.S. 


today.  In fact, 66 million GM cars and trucks are on this country‘s roads today, 44 


million more than Toyota. 


 


As described in Appendix A, GM has made substantial progress in narrowing the gap 


with foreign competition in quality, productivity and fuel efficiency.  The Plan commits 


to further improvements in these and other areas critical to our long-term success.  It is 


also noteworthy that in other markets, such as China, Latin America and Russia, and 


where GM does not have the burden of legacy costs, the company has recently grown 


rapidly and outperformed the competition. 


 


Finally, GM has never failed to meet a Congressional mandate in the important areas of 


fuel efficiency and vehicle emissions, and sets the industry standard for ―green‖ 


manufacturing methods.  Furthermore, the company‘s role in creating ―green‖ technology 


and high-paying jobs of the future will increase substantially as a result of implementing 


the Plan. 


 


3. The Problem 


 


General Motors is now coping with the worst economic downturn, and worst credit 


market conditions, since the Great Depression.  Significant failures have occurred in 


America‘s financial services sector — including two of America‘s five largest investment 


banks, the nation‘s largest insurance company, both Freddie Mac and Fannie Mae, and 


two of the ten largest banks — with financial institutions receiving total Government 


bailouts valued today at well over $2 trillion.  Consumers have had to contend with 


illiquid credit markets, rising unemployment, declining incomes and home values, and 


volatile fuel prices.   
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As a direct result, over the past few months, U.S. auto sales – across all manufacturers, 


foreign and domestic – have declined by more than 30% and are at their lowest per capita 


levels in half a century.  This rapid decline is without parallel. 


 


GM‘s financing arm, GMAC, cannot effectively access the secondary markets today. 


With each passing day, it is less able to finance the sale of GM vehicles, either for dealers 


or for the public.  One year ago, GMAC was able to provide either installment or lease 


financing for nearly half of GM retail sales.  That number has fallen to 6% today.   In 


addition, GMAC is no longer able to buy contracts for customers with a credit score 


under 700, which excludes roughly half the buying population.  All of this has been 


especially toxic to GM sales in the past two months, with sales running about 40% behind 


year-ago levels.   


 


Last year, the company‘s restructuring plan,  including a new collective bargaining 


agreement, coupled with the then-current economic and market outlook, indicated 


adequate liquidity to sustain operations (please refer to Appendix B).  However, the 


collapse of the industry and GM sales, caused by the current economic crisis, now makes 


it increasingly unlikely GM will be able to service its debt in a timely fashion, requiring 


development of the new Plan presented herein. 


 


The company‘s balance sheet, reflecting in substantial part the $103 billion in cash/assets 


used to fund U.S. post-retirement healthcare and pension funds in the last 15 years, 


includes a ($60) billion negative net worth position at September 30, 2008.  Liquidity, at 


$16 billion, was above the $11-$14 billion minimum range required for GM‘s global 


operations, but continued cash burn and closed capital/credit markets threaten the 


company‘s ability to fund the Plan. 


 


Therefore, GM must reluctantly, but necessarily, turn to the U.S. Government for 


assistance.  Absent such assistance, the company will default in the near term, very likely 


precipitating a total collapse of the domestic industry and its extensive supply chain, with 


a ripple effect that will have severe, long-term consequences to the U.S. economy.  To 


avoid such a disastrous outcome, we propose both loans from the Federal Government 


and the empowerment of a new Federally-created Oversight Board to help facilitate all 


the necessary changes for a successful restructuring of the company. 


 


4. Consequences of Failure 


 


Everyone at General Motors, including its Management and Board of Directors, is well 


aware of the consequences of failure to implement the Plan.  These consequences go 


beyond those of the failures of smaller corporations. The cost of failure in this instance 


would be enormous for everyone, given the broad impact of GM and the domestic auto 


industry on the present and future U.S. economy.  Regionally, a failure at GM would 


devastate Michigan and other Midwest states that are already reeling with high 


unemployment and low economic activity. 


 


A failure by GM will likely trigger catastrophic damage to the U.S. economy, 


precipitating failures among component and logistic suppliers, other domestic car 
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manufacturers, raw material suppliers, technology and service providers, retailers and 


their suppliers, and GM creditors and financial institutions.  According to a study by the 


Center for Automotive Research, an estimated 3 million Americans could find 


themselves jobless within a year of GM‘s collapse, and the longer-term consequences of 


losing such a leading manufacturer and investor in research and development would have 


long-lasting adverse effects on America‘s global competitiveness. 


 


Finally, the importance of a U.S.-owned and -operated auto industry must not be 


underestimated, nor should its role in maintaining a fully competitive U.S. industrial base, 


free of domination by foreign manufacturers.  The advanced propulsion investments GM 


is making in support of greatly improved fuel efficiency, emissions reductions, and 


energy independence will create whole new ―green‖ industries that will drive the U.S. 


economy in the 21
st
 century.   


 


5. Temporary Federal Loan 


 


General Motors seeks an immediate temporary Federal loan in the amount of up to $4 


billion in the month of December 2008.  Based on a forecast of continued low industry 


unit sales for the next several months, as indicated in Table 1 below, the company‘s 


liquidity position is expected to fall below minimum levels needed to sustain operations 


(these projections, and more detailed supporting schedules, are contained in Appendix C). 


 


Table 1 - Temporary Federal Loan - Baseline Scenario 


 
        


  BASELINE SCENARIO 


  Dec  '08 Jan '09 Feb '09 Mar '09 


   U.S. Industry (Annual Sales Rate) 12.5 M 11.2 M 11.3 M 11.5 M 


   GM Operating Cash Flow* $1.1 B ($4.2 B) ($2.0 B) $1.2 B 


   GM  Liquidity Level $10.1 B $5.8 B $3.6 B $4.1 B 


   Federal Loan (Total Draw) $4.0 B $8.0 B $10.0 B $10.0 B 


   GM Liquidity with Federal Loan $14.1 B $13.8 B $13.6 B $14.1 B 


*After Restructuring Actions 


 


GM would look to draw up to an additional $4 billion in January to fund operating losses 


caused by very low levels of North American production, bringing the total draw to $8 


billion.  If industry conditions do not improve materially, GM would access another $2 


billion of the term loan to fund operating requirements for the balance of the first quarter, 


bringing the total draw to as much as $10 billion by the end of the first quarter 2009. 


 


As noted above, GM is requesting total temporary Federal loan facilities in the amount of 


up to $18 billion, $12 billion to be made available in the form of a term loan and an 


additional $6 billion by way of a revolving line of credit.  This amount protects against 


liquidity needs should the Downside industry volume scenario materialize.  As indicated 


in Table 2, assuming the further deterioration in sales rates as described by the Downside 


Scenario, GM would need an additional $5 billion in the first quarter (over the Baseline 
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Scenario), bringing the total potential draw to $15 billion.  This would include use of $3 


billion from the revolving line of credit.  At this moment, based upon near-term industry 


and sales order conditions, it is probable that this Downside Scenario would unfold for 


the first quarter of 2009. 


 


Table 2 - Temporary Federal Loan - Downside Scenario 


 
        


  DOWNSIDE SCENARIO 


  Dec  '08 Jan '09 Feb '09 Mar '09 


   U.S. Industry (Annual Sales Rate) 10.5 M 9.9 M 9.9 M 10.0 M 


   GM Operating Cash Flow* $0.0 B  ($6.1 B) ($2.6 B)  $0.7 B 


   GM Liquidity Level $9.0 B $1.0 B ($1.9 B) ($2.0 B) 


   Federal Loan (Total Draw) $4.0 B $11.0 B $15.0 B $15.0 B 


   GM Liquidity with Federal Loan $13.0 B $12.0 B $13.1 B $13.0 B 


*After Restructuring Actions 


 


Under either scenario, any draw from the temporary loan facilities will be conditioned on 


attainment of specific actions, and subject to agreement with and review by the Oversight 


Board.   


 


Table 3 summarizes General Motors‘ 2009-2012 liquidity outlook – and Government 


support – under Baseline, Downside and Upside industry volume scenarios. 
 


Table 3 - U.S. Industry and GM Liquidity Outlook 


        


  2009 2010 2011 2012 


  U.S. Industry Outlook:          


  - Downside 10.5 M 11.5 M 12.0 M 12.8 M 


  - Baseline  12.0 M 13.5 M 14.5 M 15.0 M 


  - Upside  12.0 M 14.0 M 15.5 M 16.2 M 


  GM Liquidity with Federal Loan        


  - Downside   $15.2 B $14.1 B $12.9 B $14.3 B 


  - Baseline  $16.2 B $16.9 B $16.0 B $14.7 B 


  - Upside $16.2 B  $16.1 B $16.7 B $19.0 B 


  Memo: Total Federal Loan         


  - Downside $16.0 B $18.0 B $18.0 B $16.5 B 


  - Baseline  $12.0 B $12.0 B $8.0 B $0.0 B 


  - Upside $12.0 B $10.0 B $6.0 B $0.0 B 


 


GM‘s Baseline industry sales projection is 12 million units in 2009 – a dramatic decline 


from 16.5 million units in 2007, and even from the 13.7 million units expected in 2008.  


GM projects the industry will recover moderately to 14.5 million units by 2011 and 15 


million units by 2012.  This is significantly below the 17 million unit industry levels 
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averaged over the last nine years and considered to be a reasonably conservative 


approach to gauging liquidity needs.   


 


Against the Baseline Scenario, GM would make partial use of the temporary Federal loan 


facilities in 2009 and 2010, with repayments beginning in 2011 and with a full pay down 


by the end of 2012.  As various restructuring, legacy-related and other cost reduction 


actions take hold, General Motors will be able to operate profitably (at the EBIT level) at 


industry volume levels between 12.5-13 million units.  The company‘s current Baseline 


projections show that GM will be profitable on an automotive Adjusted Earnings Before 


Taxes basis in 2011, after the restructuring actions.  


 


Assuming the lower, depressed industry volumes under the Downside scenario, GM 


would make full use of the $18 billion temporary Federal loan facilities through most of 


2012.   While not shown, Downside industry volumes in 2013 are projected at 13.5 


million units.  Under this Downside Scenario, the company would expect to begin partial 


repayment of the temporary Federal loan facilities in 2012.   


 


5.1 Capital Structure Considerations—In addition to liquidity measures, GM‘s Plan 


includes, and is conditioned upon, significant sacrifice and deleveraging of GM‘s balance 


sheet.  Table 4 presents a snapshot of GM‘s obligations and capital position pre- and 


post-conversion, on a pro-forma basis. 


 


Table 4 - GM’s Capital Obligations Pre- and Post- Conversion 


 
    


  12/31/08 
 Projected 
(Bill USD) 


12/31/08 
Pro-Forma 
(Bill USD) 


  


Total Debt, Incl. VEBA-Related @ 9% Discount Rate   62.0         ~30.0 


Book Equity   (65.1)      ~(32.0) 


U.S. Government Funding (Not Included in Debt)  4.0  4.0  


Trade Payables   27.8    27.8  


Warranty Obligations (Global)    9.0      9.0 
 


This pro-forma restructuring will significantly improve GM‘s creditworthiness, as shown 


in the detailed financial projections in Appendix C.  Combined with operating 


improvements, this restructuring will enable the company to access funding from the 


public capital markets or private sources and hence potentially accelerate repayment of 


the Federal loan.  GM will immediately engage current lenders, bond holders, and its 


unions to satisfactorily negotiate the changes necessary to achieve this capital structure; 


Oversight Board involvement may be necessary to be successful.  As indicated, GM‘s 


Plan is to preserve the status of existing trade creditors to avoid collateral damage 


rippling through the supply chain.  Similarly, GM‘s plan would honor terms and 


provisions of all outstanding warranty obligations to both consumers and dealers, in the 


U.S. and globally.  
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Figure 1 below summarizes GM‘s projected liquidity position under the Baseline 


scenario, including projections: 1) prior to restructuring and Government support; 2) after 


operations and balance sheet restructuring but before any temporary loan support; 3) after 


restructuring and including temporary loan support. 


 


Figure 1 - Global Liquidity 2008 – 2012 – Baseline Scenario 
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Figure 2 below presents comparable projections under the Downside Scenario for 


industry volumes. 


 


Figure 2 - Global Liquidity 2008 – 2012 – Downside Scenario 
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The company will share detailed financial information supporting the liquidity 


projections above with the Oversight Board, or with other experts such as Congress may 


designate.  Such information is competitively sensitive and would need to be treated on a 


confidential basis, and we ask for your assistance in this matter. The company‘s senior 


leadership will also be available at any time to provide individual or team briefings 


related to the Plan.  


 


5.2 Stakeholder Considerations—Operating and capital restructuring will require 


negotiated solutions with various stakeholders, which GM will engage immediately.  


These sacrifices, enumerated later in this submission, start with management.  The Plan 


calls for further reducing executive ranks and total compensation paid to senior 


leadership.  In addition, the Plan calls for achieving full competitiveness with low-cost 


competitors in the United States, requiring negotiations with the company‘s unions 


around job security provisions, paid time off, and other operating measures. The Plan also 


targets a balance sheet restructuring related to both debt and obligations pursuant to post-


retirement healthcare (i.e., the VEBA obligation).   


 


Given the importance and urgency of this restructuring effort to the company, other 


domestic manufacturers and the U.S. economy, GM supports the formation of the 


Oversight Board to ensure that taxpayer investments are protected and, as necessary, 


support and facilitate an expedited, Administration-led, successful restructuring. 
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5.3 Loan and Funding Protocol—General Motors proposes the following protocols and 


timing with regard to the disbursements related to the U.S. Government‘s funding: 


 


1. Following enactment of legislation, funds in the amount of $4 billion would be 


made immediately available to the company, through the term loan facility; 


2. An additional draw of up to $4 billion is anticipated in January 2009 from the 


term loan facility, and an additional $2 billion in February or March.  This reflects 


recent, significant reductions to the company‘s first-quarter 2009 production 


schedules, based on a dramatic reduction in sales and dealer orders.  If U.S. 


industry conditions remain weak, along the lines of the Downside Scenario, GM 


may need to access the remaining $2 billion in the term loan facility and up to an 


additional $3 billion, from the Federal revolving credit facility, by the end of the 


first quarter 2009; 


3. GM has already engaged with its labor partners to negotiate changes to be fully 


competitive with foreign manufacturers operating in the U.S. no later than 2012.  


In addition, GM will engage relevant stakeholders in the capital structure to 


complete a conversion and rescheduling of its indebtedness as contemplated in the 


Plan, including the VEBA obligations.  These negotiations will be completed no 


later than March 31, 2009, and may require Oversight Board support to be 


successful. 


4. In light of the risks in the current environment, GM requests that total temporary 


Federal loan facilities (term loan and revolving credit combined) be established in 


the amount of $18 billion, which would provide adequate liquidity should the 


Downside industry volume scenario materialize. 


 


The protocols noted above include Government financing in the form of loans.  As 


structured, it is GM‘s intention to repay or otherwise refinance these obligations at the 


earliest feasible and prudent date.   


 


The company also respectfully requests that the Government consider structuring a 


portion of the total $12 billion of the senior term loan facility noted in #1-2 above instead 


as preferred stock, a more permanent source of capital (analogous to the TARP).  


Structured in this way, the Government earns returns (while maintaining TARP – like 


taxpayer protections), creates a more effective platform for GM‘s future capital raising 


activities, and allows the company to devote resources to future product and technology 


investments. 


 


5.4 Taxpayer Protections—GM agrees that any Government-sponsored funding must 


protect the taxpayer and provide for strong assurances regarding returns.  The Oversight 


Board should be empowered to oversee any draws from the temporary Federal loan 


facility and, as noted above, assist with reviewing, approving and facilitating the specifics 


of the company‘s restructuring plan.  Mechanisms should be put in place to protect 


taxpayers‘ investment, including senior status and any temporary loans being 


immediately callable if Plan benchmarks are not met.  Additionally, through warrants 


provided in consideration of the temporary loan facility, taxpayers will be provided with 


a means to participate in growth in the company‘s share price based on successful 


execution of the Plan.  The issuance of these warrants will be limited to avoid triggering a 
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change of control, which would result in a loss in the company‘s net carry-forward tax 


loss credits.   


 


5.5 Shareholder and Management Sacrifices—GM accepts that all stakeholders need 


to share in the sacrifices required for a successful restructuring.  Dividends on GM 


Common stock, which were suspended in August 2008 as part of ongoing restructuring-


related initiatives, will remain suspended during the period that the company makes use 


of the temporary Federal facility.  Shareholders will also sacrifice by way of the diluted 


effects of both capital restructuring and the issuance of warrants to taxpayers.   


 


It is longstanding GM policy for senior executives to have most (80% or more) of their 


compensation at risk based on the company‘s performance to align with shareholder 


interests.  For the past five years, executives have not received the majority of the value 


from this at-risk compensation as: all stock options are underwater; long-term plans based 


on relative total shareholder return have not paid out; and other equity-based 


compensation has significantly declined in value.  GM‘s Chairman and CEO and Vice 


Chairmen made voluntary reductions in their salaries by as much as 50% in 2006 and 


2007, and are willing to make further sacrifices for 2009.  Such sacrifices are as follows: 


 


 The Chairman and CEO will reduce his salary to $1 for 2009.  He will not receive 


an annual bonus for 2008 and 2009.   


 Consistent with this action, members of the GM Board of Directors will reduce 


their annual retainer to $1 for 2009.  


 The next four most senior officers (Executive Vice Presidents and above) will 


reduce their total cash compensation by approximately 50% in 2009, which 


includes no bonus paid for 2008 and 2009 and a 30% salary reduction for the 


President and COO, and 20% salary reductions for the remaining three. 


 


The company believes the above actions on senior officer and performance-linked 


compensation recognize its obligations to both protect taxpayer interests and retain 


employees vital to a successful restructuring, and deliver maximum value to our 


shareholders. 


 


GM agrees to maintain the strictest oversight on Executive compensation including 


annual bonuses and golden parachutes.  The top 5 most senior officers do not have any 


employment or severance agreements.  Post-2009 compensation will be determined in 


conjunction with the Oversight Board, and would be dependent upon the achievement of 


the benchmarks in the Plan. 


 


5.6 Corporate Aircraft—GM is immediately ceasing all corporate aircraft operations, 


unfortunately impacting approximately 50 hourly and salaried employees. GM is 


currently exploring options for transferring the aircraft to another charter service operator 


and/or pursuing disposal of the aircraft.  These actions are in addition to recently 


announced decisions to reduce the total number of corporate aircraft. 


 


5.7 GMAC Considerations—General Motors currently has two primary relationships 


with GMAC.  As shareholder, GM indirectly owns 49% of GMAC‘s common stock 
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equity and over $1 billion in face value of preferred equity of GMAC (the remaining 51% 


of GMAC common being owned by an investment consortium led by Cerberus Capital 


Management).  GM and GMAC also have extensive commercial agreements relating 


primarily to vehicle and dealer financing. 


 


Given the current financial market turmoil and depressed economy, GMAC has been 


facing significant income and liquidity challenges that adversely affect both the value of 


GM‘s investments in GMAC and the extent to which GMAC is able to provide financing 


for GM vehicles and GM dealers. As a result of these pressures, GMAC has reduced its 


financing of vehicle sales and leases, including completely exiting the retail vehicle 


financing business in certain international markets.  These developments in turn have 


made it harder for consumers to find financing and have resulted in increased costs to 


GM and lost sales.   


 


GMAC is currently pursuing approval to become a bank holding company (BHC) by 


converting its industrial loan company subsidiary into a full service, FDIC-insured bank.  


If GMAC is approved as a BHC, GMAC Bank would have an increased retail deposit 


focus, which is expected to provide a more stable and lower cost funding source to 


GMAC.  As a BHC, GMAC would also have the ability, at the discretion of the Treasury, 


to participate in recent Government-sponsored liquidity and capital programs.  GM 


expects that a lower cost of funding at GMAC would enable it to support an expanded 


retail and lease business at lower cost to consumers and would positively impact pricing 


to GM for GM-sponsored marketing incentives (e.g., 0% financing offers).  GM also 


believes that GMAC, as a BHC, would be in a far stronger position to provide financing 


for GM dealers.  All these improvements could be expected to result in increases in GM 


vehicle sales. 


 


In order to become a BHC, GMAC would have to satisfy certain key regulatory 


requirements.  First, GMAC would have to obtain additional capital in order to meet 


regulatory capital requirements.  Second, GM and the Cerberus investment consortium 


would be required to restructure their ownership interests in GMAC.  Finally, GM and 


GMAC would have to revise various aspects of their commercial agreements.   


 


GM believes that a healthy GMAC is vital to GM‘s success and is committed to 


supporting GMAC‘s BHC application. GM‘s Plan requires a healthy, stable and lower 


cost source of credit to support vehicle sales and GM will take all reasonable and 


necessary actions to effect GMAC‘s conversion to a BHC and to ensure that GMAC 


earns an adequate risk-adjusted return while running the bank in a safe and sound manner.  


GMAC is working with the Federal Reserve to gain final approval for GMAC to become 


a BHC by the end of the year.  
 
5.8 Pension and Healthcare Considerations—GM remains committed to fulfilling its 


obligations to its employees and retirees related to pension and healthcare, although the 


specifics of these obligations change over time due to competitive realities.  In this regard, 


since 2001, GM has taken numerous actions to address the cash flow and balance sheet 


impacts of rapidly escalating healthcare and pension costs and liabilities.  Most notably, 


GM agreed with the UAW to shift the liability of paying for health care for hourly 
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retirees from GM to an independent trust (VEBA), scheduled to occur on January 1, 2010.  


Additionally, GM and the IUE-CWA have recently agreed to a similar arrangement to 


become effective January 1, 2012, for their retirees.  For the salaried population, those 


hired on or after January 1, 1993, receive no healthcare benefit in retirement, and   for 


those who retain coverage GM has capped retiree health care spending at 2006 levels. In 


addition, effective January 1, 2009, GM will no longer provide supplemental healthcare 


coverage to salaried retirees at age 65.   


 


As for pension costs, GM no longer provides a defined benefit pension plan for salaried 


employees hired on or after January 1, 2001, and no longer provides a traditional pension 


plan for new UAW hourly employees.  In addition, GM suspended matching 


contributions for salaried active defined contribution participants effective November 1, 


2008.  GM‘s financial health, of course, is vital to the income security of GM plan 


beneficiaries, as their current and future pension benefits are at risk if the plan is 


terminated and/or taken over by the Pension Benefit Guaranty Corporation.  At 


September 30, 2008, the company‘s pension plans were slightly overfunded.  As GM 


previously shifted Plan assets away from equities in the past two years, the recent 


downturn in the stock markets has not impacted GM‘s pension assets to the same degree 


as has been generally true for other plans.  GM expects to meet or exceed pension 


funding targets as established by the Pension Protection Act.  Appendix C provides more 


detail on the historical funded status of the U.S. pension plans as well as an estimate of 


funded status as of October 31, 2008.  


 


Federal loan assistance will allow GM to fulfill obligations to employees and retirees 


related to pensions and healthcare. 


 


6. Principal Restructuring Plan Elements  


 


General Motors is committed to being America‘s automobile manufacturer of choice, 


being the fuel economy leader, being cost competitive, and being profitable and self-


sustaining.  The company has made significant progress in the last several years across 


many of these important fronts, either leading—or being among the leaders—in many of 


these areas (as indicated in Appendix A).   


  


Events of the past few months have had a devastating impact on GM‘s capital and 


liquidity plans, prompting the request for temporary Federal assistance.  Many elements 


of the Plan, previously set in motion, remain the right actions to take for long-term 


competitiveness and viability.   


 


Nonetheless, the Plan now includes accelerated emphasis in four key areas: 


 reduction in brands, nameplates and retail outlets, to focus available resources and 


growth strategies on the company‘s profitable operations; 


 changes in wages and benefits to achieve full competitiveness with foreign 


manufacturers in the U.S. by no later than 2012; 


 changes in the company‘s VEBA-related obligations; 


 balance sheet restructuring and supplementing liquidity via temporary Federal 


assistance. 
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Other key elements of the Plan, under way for some time now, include: 


 full compliance with the 2007 Energy Independence and Security Act, and 


extensive investment in a wide array of advanced propulsion technologies; 


 further manufacturing and structural cost reductions through increased 


productivity and employment reductions; 


 continued shift of the portfolio to smaller, more fuel efficient vehicles; 


 


Taken together, the operating and capital restructuring elements will significantly 


improve the company‘s profitability and cash flow for the long term, and enable full 


repayment of any temporary Federal assistance by 2012 (based on Baseline industry 


volumes).  Further detail on these restructuring elements is provided in the following 


sections.  


 


6.1 Marketing and Retail Operations—Today, General Motors competes in the United 


States with 8 brands.  Chevrolet, Cadillac, Buick, and GMC represent the company‘s core 


brands, accounting for 83% of current sales.  The company will focus substantially all of 


its product development and marketing resources in support of these brands.  This will 


result in improvements in awareness, sales, and customer satisfaction for these 4 core 


brands. 


 


Significant efforts have been expended to combine the Buick, Pontiac and GMC (BPG) 


brands into a single dealer distribution network, with approximately 80% of these brands‘ 


combined sales sold through BPG-branded stores.  This channel will be fully competitive 


in terms of total entries offered, with Pontiac serving as a specialty/niche brand with 


reduced product offerings solely intended to complement Buick and GMC models and 


reinforce the channel as a whole. 


 


Hummer has recently been put under strategic review, which includes the possible sale of 


the brand.  GM will also immediately undertake and expedite a strategic review of the 


Saab brand globally. Finally, Saturn, which has performed below expectations, has a 


unique franchise agreement and operating structure.  As part of the Plan, the company 


will accelerate discussions with Saturn retailers and explore alternatives for the Saturn 


brand. 
 


As indicated in Table 5, the Plan focuses the company‘s resources in the U.S. around a 


smaller, more profitable set of nameplates (40 by 2012) with further consolidations in 


GM‘s dealer network planned to get to a more profitable and stronger dealer network.   
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Table 5 - Restructuring of U.S. Marketing and Dealer Operations 


 


 Actual Plan 


  2000 2004 2008 2012 


Total Nameplates 51 63 48 40 


GM Dealer Count (Locations) 8,138 7,497 6,450 4,700 


J.D. Power Sales Satisfaction 
(% of GM Brands Above Industry Avg.) 


100% 100% 100% 100% 


 


As indicated, the number of GM retailers is expected to decline to 4,700 by 2012.  This 


will occur primarily in metropolitan and suburban areas where GM has too many dealers 


to serve the market.  In the Plan, it is projected these dealers will be reduced by 35%, 


increasing annual throughput for the remaining outlets to a more competitive level with 


other high-volume manufacturers.  GM‘s distribution strength in rural areas, which is a 


significant competitive advantage, will be largely preserved.  GM intends to have the 


right number of brands, sold by the right number of dealers, in the right locations to 


obtain maximum profitability for GM and the retailer network. 


 


6.2 Manufacturing Cost Reduction—General Motors, together with our union partners, 


has achieved significant productivity improvements, today having the most productive 


assembly plants in 11 of 20 product segments as measured by the Harbour Report.  As 


shown in Table 6 below, the company now has a manufacturing system capable of 


industry-leading workplace safety, segment-leading quality, and a cost position moving 


to parity with non-unionized foreign competition operating in the U.S. 
 


Table 6 - Manufacturing Improvements 


 


 


General Motors has become the global automotive benchmark for workplace safety, 


sustaining lost workdays at a level one-third that of Japanese, Korean or German 


manufacturing operations located in the United States.  These results have been achieved 


 Actual Plan 


  2000 2004 2008 2012 


  U.S. Assembly Productivity (Harbour 
Report -  Hours per Vehicle) 


27.66 23.76 22.83 Improved 


  Workplace Safety - OSHA Lost Work Day 
Rate  (Cases per 200,000 hrs) 


0.54 0.27 0.12 Improved 


  U.S. Landfill-Free Manufacturing Sites  0 0 13 30 


  U.S. Employment (Hourly and Salaried)  191,465 167,465 96,537 
65,000-
75,000 


  U.S. Powertrain, Stamping and  
Assembly Plants 


59 64 47 38 


  U.S. Flexible Plants (Assembly Only) 22% 26% 60% 77% 
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while also becoming the industry benchmark for sustainable, environmentally-friendly 


manufacturing methods, with 13 General Motors U.S. sites being 100% ‗landfill-free‘ by 


year-end 2008, and plans to achieve this status at 50% of our manufacturing operations 


by year-end 2010.  General Motors is also focused on using renewable energy in its 


manufacturing operations, with five sites today using landfill gas, compared to Toyota 


which has none. 


 


Since 2005, GM has been implementing a manufacturing and product strategy that allows 


GM to be more nimble and responsive to changes in consumer preferences and in the 


marketplace.  In 2008, 60% of U.S. assembly plants are able to build multiple types of 


vehicles on common, flexible systems. 


 


General Motors‘ U.S. hourly manufacturing costs have declined markedly from $18.4 


billion in 2003 to an estimated $8.1 billion in 2008, as indicated in Figure 3.  This 


reduction reflects productivity improvements, significant reductions in post-employment 


healthcare expense due to benefit plan changes, and volume declines. 
 


Figure 3 - U.S. Hourly Manufacturing Cost 2003-2012 
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Reflecting labor negotiations completed over a year ago, General Motors' total cost per 


hour for new hires can now be as low as $25, growing to $35 over time, significantly 


below the average fully-loaded labor cost for Toyota, which public sources indicate is 


between $45 and $50 per hour.  With the recently negotiated wage rates, turnover 


expected in our workforce, planned assembly plant consolidations, further productivity 


improvements in the Plan, and additional changes to be negotiated, GM's wages and 


benefits for both current workers and new hires will be fully competitive with Toyota by 


2012. 
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6.3 Structural Cost Reduction—Significant structural cost reductions have been 


achieved in GM‘s North America operations, of which the U.S. is approximately 80%, as 


indicated in Figure 4. 


 


Figure 4 - GM North America Structural Cost 2004-2012 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


Reductions in legacy costs, especially relating to retiree healthcare and pension expense 


for both hourly and salaried employees, and the manufacturing rationalizations 


previously discussed, account for the bulk of the cost reductions achieved through 2008. 


 


The Plan will further reduce the company‘s structural costs by approximately $5 billion 


annually, or 16%, in the 2009/2010 timeframe.  This reflects the full benefit of  


negotiated ‗legacy cost‘-related changes being realized in 2010, when exposure to all 


hourly healthcare retiree-related expense is largely removed from General Motors‘ 


balance sheet.  This is a significant and important change to the company‘s long-term 


viability.  In the past 15 years alone, General Motors spent over $103 billion on retiree 


healthcare and pension expense, crowding out investment otherwise made in quality, 


safety, fuel efficiency and innovation. Further, such funding has decimated GM‘s balance 


sheet, resulting in negative stockholder equity of about ($60) billion as of September 30, 


2008.   


 


6.4 Fuel Efficiency Improvements—General Motors today offers 20 models with 30 


miles per gallon or more on the highway—more than any other manufacturer.  General 


Motors is also the world leader in flex fuel technologies, with over 3 million flex fuel-


equipped vehicles on U.S. roads today.  Flex fuels represent the fastest way for the 


United States to reduce its dependence on imported oil.   


 


While remaining a full-line manufacturer, GM will substantially change its product mix 


over the next four years, and launch predominately high-mileage, energy-efficient cars 


and crossovers.  The Plan includes introducing this market‘s smallest 4-passenger vehicle, 


achieving higher fuel economy than the 2-passenger Smart Fortwo, the most fuel-


efficient non-hybrid vehicle in the U.S. market today.  In 2009, the Plan includes seven 
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new vehicle launches in the United States, all of which will be either car or crossover 


models.   


 


The Plan includes further increases in flex-fuel and hybrid-equipped vehicles.  In 2012, 


over 50% of GM‘s new vehicle sales will be flex-fuel capable.  Regarding hybrids, GM 


offers six models today – more than any other manufacturer – and will introduce the 


VUE Two-Mode hybrid, along with the Silverado and Sierra hybrids in 2009.  By 2012, 


GM will offer 15 hybrid models. 


 


In the Plan, further shifts to smaller displacement gas engines will occur—8-cylinder 


engines are replaced by 6-cylinder engines, 6-cylinder engines are replaced by 4-cylinder 


engines.  More extensive use of turbo-charging is enabling the shift to smaller 


displacement engines, providing better fuel economy with normal operations but offering 


power in reserve for emergency situations.  4-cylinder engine usage, for example, will 


increase by 42% by 2012, and fuel-saving 6-speed automatic transmission volume will 


increase by 400%, to over 90% of GM‘s U.S. automatic transmission sales volume. 


 


Table 7 contains Plan fleet-average fuel economy for GM cars and trucks in 2012.  The 


indicated levels fully comply with the 2007 Energy Independence and Security Act, as is 


the company‘s commitment in all years. 


 


Table 7 - Fuel Efficiency Improvements  


         


 Actual Plan 


  2000 2004 2008 2012 


  Car Fleet Average  (MPG) 27.7 29.0 31.6 37.3 


  Truck Fleet Average (MPG) 21.0 21.8 24.6 27.5 


  Models >30 mpg (Highway) 8 8 20 24 


  Flex-Fuel (% of U.S. Sales) 2% 6% 17% 55% 


  Hybrid Models 0 2 6 15 


  Car/Crossover Nameplates (% of Total) 61% 52% 65% 73% 


 


During the 2009-2012 Plan window, General Motors will invest approximately $2.9 


billion in alternative fuel and advanced propulsion technologies.  These technologies, 


some of which are featured in Table 8, offer fuel economy improvements ranging from 


12% to 120%, compared to conventional gas engines.  General Motors is partnering with 


other manufacturers on select technologies, to spread the very significant development 


expenses involved, and is open to other cooperative ventures.  Early generations of these 


technologies involve significant development costs, with volumes expected to be low.  


Programs developed with Federal agencies to incentivize the purchase of these 


sophisticated, high-mileage vehicles will help build volume, grow the supplier base, and 


enable faster learning cycles and lower costs. 
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Table 8 - GM Advanced Propulsion Development 


       


Technology 
Fuel Economy Improvement 


Impact  
2009-2012 


Investment* 


  Hybrid (BAS+)  12-15%  $467 M  


  Strong Hybrid (Large vehicle)  30-35%  $515 M  


  Strong Hybrid (Small vehicle)  35-55%  $315 M  


  Extended-Range Electric  
  Vehicles (e.g. Volt) 


100-120%  $758 M  


*Capital and engineering; additional investment in 2013 and beyond 


 


Implementation of this Plan will strengthen General Motors‘ ability to move these 


advanced vehicle technologies to higher volumes in the 2012-2020 timeframe. As a result, 


GM fully expects to meet the fuel economy standards as mandated by the Energy 


Independence and Security Act of 2007. 


 


GM will launch the ground-breaking Chevrolet Volt in 2010.  As indicated in Table 8, 


GM is investing over $750 million in the Volt and its propulsion system, prototypes of 


which are currently on test at GM‘s Milford Proving Grounds.   An extended-range 


electric vehicle, the Volt will deliver up to 40 miles on a single electric charge, well 


within the daily commute of approximately 80% of Americans.  Volt represents a 


fundamental reinvention of the American automobile industry, creating new growth and 


environmentally-friendly/sustainable industries, and represents a giant step toward energy 


independence.  No other car company has made such a commitment to the American 


people.  It involves the development of advanced batteries, power electronics, systems 


integration and manufacturing methods.  The company‘s product plan includes additional 


vehicles utilizing Volt‘s extended-range electric vehicle system and potentially, the 


assembly of battery packs in the United States.   


 


General Motors will also continue to invest in hydrogen fuel cell technology, which –


when commercially deployed – will reduce automobile emissions to non-polluting water 


vapor.  Already, General Motors has deployed 90 Equinox compact SUVs in U.S. 


customer hands, in what constitutes the world‘s largest demonstration fleet of hydrogen 


fuel cell vehicles. 


 


On November 17, 2008, General Motors submitted to the Department of Energy its first 


Section 136 loan application, related to eight specific, high fuel-efficiency projects, in the 


total amount of $3.6 billion.  Applications were made for the Chevrolet Volt, Chevrolet 


Cruze and Saturn Two-Mode Hybrid, which launch in the next 24 months.  Applications 


were also made on behalf of several fuel-saving technologies, including hybrid and 


electric vehicle components, flex-fuel engines and automatic transmissions.   


  


A second application, related to additional high-mileage vehicle and powertrain programs 


in development, is targeted for submission the week of December 1, and is estimated at 


$4.7 billion.  In both cases, GM has made significant fuel efficiency-related investments 
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that, as a result of having been made prior to the enactment of Section 136 funding, do 


not qualify for such funding.   


 


General Motors estimates that the projects comprising the first Section 136 loan 


application will directly create and/or sustain in excess of 10,000 jobs within the United 


States, rightfully thought of as ―green‖ jobs.  Subsequent applications will involve 


additional ―green‖ job creation.   


 


By combining the jobs resulting from advanced technology research and development 


activities, with the ―green‖ jobs noted above and similar jobs which GM‘s activities 


support across its supply chain, the company believes it will be one of the significant 


creators of ―green‖ jobs in the United States.  GM will serve as anchor and catalyst in the 


automobile industry, helping suppliers, dealers and the 3 million related employees 


transform the U.S. economy, especially related to more fuel-efficient, lower-emitting 


vehicles. 


 


General Motors will continue to support efforts to adopt consistent, long-term national 


policies to address energy security and climate change that help accelerate the adoption, 


by the consumer, of advanced vehicle technologies.   


 


6.5 Product Portfolio Changes—Based on industry awards and sales results, many of 


the company‘s products are resonating with both the media and consumers.  Three of the 


last four Car/Truck of the Year awards in the United States were awarded to GM 


products—the Saturn Aura, Chevrolet Silverado, and Chevrolet Malibu.  Very recently, 


GM‘s Opel brand won European Car of the Year for its new Insignia sedan, derivatives 


of which will be manufactured in the United States in the near future. 


 


The company‘s increasing success with new model introductions is, importantly, being 


rewarded in very tangible ways.  Specifically, contribution margins are improving 


significantly on our new models.  As examples, the new Cadillac CTS and Chevrolet 


Malibu are generating contribution margin improvements of more than 30% and 50% 


respectively, with significant improvements in residual values as well.   


 


Importantly, 22 of 24 new vehicle introductions in 2009-2012 will be cars and crossovers.  


Twenty of these models will come from GM engineering centers having a long history of 


designing vehicles for $6-$8 per gallon gasoline. GM‘s move to global product 


development represents a major restructuring move, putting it on equal footing when 


compared to Toyota and well ahead of other global manufacturers.  The company is 


already realizing savings in the form of lower engineering and capital expense per model.  


By 2012, approximately 68% of General Motors‘ car sales volume in the United States 


will be models derived from new, global architectures.   


 


General Motors is focused on delivering high-quality and exciting cars, crossovers and 


trucks to American consumers.  We paid a steep price because of quality problems and 


relatively low customer satisfaction during the 1970s and 1980s.  While J.D. Power‘s 


Initial Quality Survey (IQS), among other third party measures, shows that we have 


substantially overcome the quality gap compared to many imported makes, perception 
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continues to lag this reality.  In fact, the most recent IQS results show GM and Ford tied 


for top quality honors with 11 segment-leading vehicles each.   


 


Among various initiatives to address the company‘s perceived quality gap, GM today 


offers the industry‘s most comprehensive warranty and related coverage.  Importantly, as 


part of the company‘s financial restructuring efforts, terms and conditions of all 


outstanding warranties are unaffected. 


 


Table 9 highlights further improvements in quality contained in the Plan: 


 


Table 9 – Vehicle Quality Improvements 


 


 Actual Plan 


  2000 2004 2008 2012 


  J.D. Power Initial Quality Survey 
  (problems per hundred vehicles) 
  indexed due to 2006 survey redesign:  
industry avg. = 100 


106 101 101 84 


  Warranty – Problems per Vehicle 1.6 1.1  0.8  0.5  


  J.D. Power Service Satisfaction  
  (% of GM Brands Above Industry Avg.) 


85% 100% 100% 100% 


  Total Nameplates   51 63 48 40 


  - Car/Crossover Nameplates  31 33 31 29 


  - Truck Nameplates 20 30 17 11 
 


In the Plan, further improvements in Initial Quality scores and fewer warranty problems 


per vehicle (relative to competition) are expected.  These improvements result from a 


change in the company‘s vehicle development process.  In 2005, GM abandoned a 97-


year history of each of its four regions developing vehicles for their respective markets; 


GM‘s product development activities were globalized.   This has led to significant 


economies of scale in the design, engineering, tooling and manufacturing of globally 


common vehicles.  An additional benefit is organizational focus on fewer, more common 


vehicles, resulting in higher quality. 


 


6.6 Significant Capital and Cost Reductions—General Motors‘ various restructuring 


initiatives over the past few years have been designed to improve its competitive position 


and ultimately the company‘s profitability, liquidity and capital structure.   


 


As noted in Appendix B, the company‘s accumulated restructuring actions, when viewed 


against the then-current economic and industry outlook for 2009-2013, indicated 


adequate liquidity to implement the Plan.  Industry sales outlooks have plummeted, 


rendering the company‘s liquidity and capital plans unworkable.  Significant ‗self-help‘ 


actions have been taken, including measures to further improve liquidity by 


approximately $20 billion, the specifics for which are summarized in Table 10: 
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Table 10 – 2
nd


 Half 2008 Liquidity Actions 


    


  


Additional Cash Savings  
Through YE 2009 


July 15th Announced Liquidity Actions 
  


 
GMNA Structural Cost ~ $2.5B On-Track 


 
Salaried Employment Savings ~ $1.5B Largely Complete 


 
Capital Expenditure Reductions ~ $1.5B On-Track 


 
Working Capital Improvements ~ $2.0B On-Track 


 
UAW VEBA Deferrals ~ $1.7b Complete 


 
Dividend Suspension ~ $0.8B Complete 


Subtotal Operating & Other Actions    $10B  
     


 
Asset Sales ~ $2-4B In Process 


 
Capital Market Activities ~ $2-3B Behind Schedule 


Total Announced July 15    $15B  
     


    Nov 7th Announced Liquidity Actions 
  


 
Capital Expenditure Reductions ~ $2.5B On-Track 


 
GMNA Structural Cost Reductions ~ $1.5B On-Track 


 
Working Capital Improvements ~ $0.5B On-Track 


 
Further Salaried Actions ~ $0.5B On-Track 


Total Announced Nov 7    $5B   
     Total Liquidity Impact Through YE 2009 $20B 
  


GM is taking a number of actions to restructure both its operations and its balance sheet, 


including the sale of various non-core assets with estimated proceeds of at least $2.0 


billion.  In total, these actions will lower the company‘s breakeven point for long-term 


viability, enabling profitable operations at industry sales rates below 13 million units (at 


the EBIT level). 


 


Every stakeholder in the company‘s success has been engaged in all restructuring actions 


taken to date.  However, as discussed earlier, the company‘s liquidity outlook requires 


temporary Federal assistance, given a deep and entrenched recession not foreseen one 


year ago. 


 


7. Demand Stimulation 


 


In addition to providing support to GMAC in its ability to fund consumer and dealer 


lending needs, and providing support to GM with the temporary Federal loan facility, the 


Government can assist General Motors, and the industry generally, through actions 


related to boosting consumer confidence and spending, employment, and easier access to 


credit.  In addition, policies or incentives would be particularly helpful that promote the 


purchase of new fuel-efficient vehicles, the purchase of new hybrids and other advanced 


propulsion vehicles (e.g., Volt), and tax credits for scrapping older, higher carbon-


emitting vehicles. 
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8. Industry Collaboration 


 


General Motors‘ Plan creates a viable, successful and contributing company going 


forward.  It is neither predicated nor based on major industry consolidation or major 


alliance/venture activities, although the company would be open to any Federal 


Government initiatives or proposals in this regard.  The company also sees significant 


potential to engage in broader industry collaboration on a number of important 


fronts.  For example, we see benefits accruing to the economy and the environment with 


U.S. automakers and suppliers teaming with the U.S. Government to create shared 


production joint ventures for first- and second-generation technology 


commercialization.  The U.S. Government could also play a key role in providing the 


needed "venture capital" and become a major customer for these early generation 


vehicles, paving the way for the commercially high sales volumes necessary for new 


technology to deliver cost-effective, societal benefits.  The U.S. taxpayers would also 


benefit from the "spin-off" value of the United States-based technology production 


ventures that would result. Strategic partnerships among Government, industry and 


academia to develop appropriate green mobility products in response to shifting energy 


resources, consumer demand for greener transportation, promising advanced technology 


and new community design will be key to meeting the Nation‘s energy and 


environmental objectives. 
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9. Summary 


 


General Motors is committed to the success of the Plan summarized in this Congressional 


submission.  The company‘s responsibility to its customers, shareholders, employees, 


retirees, dealers and suppliers is recognized, and to the Congress as well – should it 


decide to provide the requested temporary loan assistance. 


   


With Federal support, GM will invest significantly in reinventing the automobile, with 


special emphasis on fuel efficiency, energy independence, and reductions in greenhouse 


gas emissions.  These investments will contribute to the growth of America‘s 


technological innovation, the development of advanced manufacturing capabilities, and 


the generation of high quality jobs in line with the "new ‗green‘ economy".    


 


The company‘s Plan provides for a viable, long-term enterprise, and the American 


taxpayer will be repaid in full and share in the profits that are enabled by the requested 


temporary Federal loan assistance.   


 


GM is proud of its century of contributions to the growth of our nation.  We look forward 


to making an equally meaningful contribution over the next century.  


 


 


 


 


Respectfully submitted, 


 


 


General Motors Corporation  
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Appendix A 
 


Summary of GM Restructuring Actions and Results 


 
A.1 Product Portfolio 


 


 Recognition of improved GM offerings 


o 3 of last 4 ― North American Car/Truck of the Year‖ awards – Saturn Aura, 


Chevrolet Malibu and Chevrolet Silverado 


o Since 2005, 180 U.S. product awards   


 


 Industry telematics leader with over 5 million OnStar customers 


 


 11 of last 13 new products introduced have been cars and crossovers  


 


 Reduced total U.S. vehicle nameplates from 63 (2004) to 48 (2008); U.S. truck 


nameplates reduced from 30 (2004) to 17 (2008) 


 


 Focused product development, technology and marketing resources on 4 core U.S. 


brands 


 


A.2 Fuel Efficiency 


 


 Among U.S. industry leaders in fuel economy 


o 20 models with greater than 30 mpg (highway), more than other 


manufacturers 


o 7 of 20 Ward‘s Automotive segment leader positions, more than other 


manufacturers 


o 6 Hybrid models 


- Two-Mode hybrid system improves fuel economy 50% in city driving; 


received 2008 Green Car of the Year award 


- GM will be the only manufacturer with a hybrid pickup truck; most 


affordable hybrid offerings in the market  


 


 Over 3 million GM Flex-Fuel Vehicles on U.S. roads  


 


 Largest fuel cell demonstration fleet (90 Chevrolet Equinox Fuel Cells on U.S. roads)  


 


 Approved the Chevrolet Volt for 2010 introduction 
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A.3 Marketing/Retail Operations 


 


 Migrating U.S. distribution network to 4 channels - reduced dealers from 7,500 


(2004) to 6,500 (2008) 


 


A.4 Manufacturing/Productivity 


 


 U.S. Productivity leader 


o Top assembly plant productivity in 11 of 20 product segments 


o 5 of the top 10 most productive engine plants 


o #1 most productive transmission plant 
 


 Set the U.S. industry benchmark for workplace safety 


o One third the level of ―lost workdays‖ as U.S.-based Japanese, German and 


Korean manufacturers 


o 50% improvement over the past 5 years 
 


 Industry benchmark in environmental quality 


o 13 U.S. sites that are 100% land-fill free  


o 5 U.S. sites using landfill gas  


o 2.6% of GM‘s U.S. energy consumption from renewable resources 


(photovoltaics and landfill gas) 


 


 More J.D. Power quality segment leaders than Toyota 


 


 48% reduction in warranty repairs since 2006  


 


 Reduced U.S. Powertrain, Stamping and Assembly plants from 64 (2004) to 47 


(2008) 


 


 Breakthrough collective bargaining agreement  


o Total U.S. hourly manufacturing costs reduced nearly 50% (from $16 billion 


in 2004 to $8.1 billion in 2008)  


o Hourly new-hire wages reduced from $19.35 to $14.65 


 


A.5 Structural Costs 


 


 Reduced annualized North American structural cost by $10B since 2005 


 Employment reduced 42% from 167,000 (2004) to 97,000 (2008) 


 Global functional organizations streamlined  


o Lowered engineering and capital expense per vehicle through global product 


development 


o Increased scale economies  


 


 Salaried workforce expense reduced by 20% on a run-rate basis in 2008 
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A.6 Capital and Cost Reductions 


 


 Implementing ―self-help‖ actions to improve liquidity by $20B before the end of 


2009 


o Significant asset sales completed or underway 
- GMAC (51%) 
- Allison Transmission 
- Suzuki 
- Isuzu 
- Fuji Heavy Industries 
- Electromotive Division 
- AC Delco (in process) 
- HUMMER (in process) 
- Strasbourg Powertrain Facility (in process) 


 


 Dividends on GM stock suspended in August 2008 


 


A.7 GM Executive Compensation 


 


 Total Compensation in the Bottom Quartile Compared to the Benchmark Companies 


o No bonuses 2005, 2008 


o Below target bonuses 2004, 2006, 2007 


o No long term incentive pay out 2004 through 2008 


o All stock options 1999-2008 underwater 


o Value of restricted stock units fell with GM‘s stock price 


 


 In addition, CEO/Chairman, COO/President and Vice Chairman  


o Salaries reduced as much as 50% from 2006 to 2007 


o CEO has or will forfeit 330,000 options in 2008 and 2009 


  


 Other 


o Supplemental Executive Retirement Plan (SERP) frozen and adopted lower 


accrual rate consistent with the tax-qualified plan on December 31, 2006 


o 401k matching contribution eliminated in 2008 


o Post-65 healthcare benefits eliminated for all salaried employees, including 


executives 
 


As a result of these pay practices, as indicated in the table below, the actual compensation 


received compared to the Proxy reported compensation shows that the CEO and COO 


have actually earned far less than what is publicly reported. 
 


  2007 


  
Actual 


Compensation 
Received 


Proxy Total 
Compensation 


Actual 
Compensation 
as a % of Proxy 


   G.R. Wagoner, Jr. $1.8 M $14.4 M 13% 


   F.A. Henderson $1.9 M $7.6 M 25% 
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Appendix B 
 


Economic Collapse 


 
One year ago, following the conclusion of negotiations with the UAW, GM projected 


2008 year-end liquidity was deemed adequate, in terms of maintaining operations and 


fully executing the Plan.   


 


As the following table indicates, economic and industry conditions have collapsed, 


greatly reducing GM‘s liquidity. 


 


Exhibit B-1: U.S. Economic Indicators 
     


  Year Ago  Now  


  2009 U.S. GDP Forecast  2.5% -1.0% 


  2009 U.S. Industry Volume  
  (Total Vehicles) 


16.0 M  12.0 M  


  2009 GM U.S. Volume  3.3 M  2.7 M  


  U.S. Consumer Confidence  76.1 57.9 


  GM Common Share Price  ~$30  ~$5  


  GM Global Cash Position (9-30) $30.0 B $16.2 B  


 


The combination of the sharp run-up in oil and gas prices, rapid declines in the 


housing/mortgage/credit sectors, and the lowest levels of consumer confidence in nearly 


30 years have conspired to dramatically reduce both the economic and automobile 


industry outlooks.  Whereas one year ago, the consensus forecast for industry volume in 


2009 was 16 million units; that number now stands at 12 million.   Last month, industry 


sales were at their lowest per capita level in half a century.   


 


The impact on GM‘s sales, cash position and liquidity has been devastating. Given that 


the credit markets remain effectively ‗closed‘, the company has taken additional actions 


to bolster liquidity, as detailed in the main body of this submission.   
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Appendix C 
 


Supporting Financial Information  
(additional Proprietary and Confidential information available upon request) 


   


Exhibit C-1: GDP and Industry Sales 
 


 


 


 


 


GDP Projections


(Baseline Scenario) 2008 2009 2010 2011 2012


U.S. 1.2% -1.0% 1.6% 2.4% 2.4%


Western Europe 1.0% -0.4% 0.8% 1.7% 2.1%


China 9.8% 8.0% 8.1% 8.3% 8.5%


Russia 6.8% 3.5% 4.5% 5.5% 5.5%


Brazil 4.8% 3.0% 3.7% 3.7% 3.7%


India 7.5% 6.8% 7.2% 7.5% 7.5%


Global 2.4% 1.0% 2.5% 3.1% 3.3%


Total Auto Industry 


Volume Forecast


(units, millions) 2008 2009 2010 2011 2012


United States


Upside Scenario 13.7 12.0 14.0 15.5 16.2


Baseline Scenario 13.7 12.0 13.5 14.5 15.0


Downside Scenario 13.7 10.5 11.5 12.0 12.8


Europe


Baseline & Upside 22.2 20.0 20.1 21.1 22.7


Downside Scenario 22.2 18.0 18.1 19.1 20.7


Asia-Pacific 21.6 22.0 24.0 25.6 27.6


Latin America, 


Africa, Middle East 7.6 7.0 7.2 7.5 8.0


Global Total


Upside Scenario 68.5 63.8 67.7 72.0 77.1


Baseline Scenario 68.5 63.8 67.2 71.0 75.9


Downside Scenario 66.5 60.3 63.2 66.5 71.7
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Exhibit C-2: Pro-Forma North America Structural Cost 


17.1


12.6


5.2


4.5


3.2


2.6


4.8


3.5


0


5


10


15


20


25


30


35


2008 2012


GM North America


Structural Cost ($ Billions)


Commercial / Other


Advertising / Promotion


Engineering


Manufacturing / Tooling


30.3


23.2


$
 B


il
li


o
n


s


 
*Assumes Baseline Scenario volumes 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 







 


 


35 


 


Exhibit C-3: Pro-Forma Global Liquidity Balance 
 


Pro-Forma Government Funding Balance ($ Billions)


Upside Scenario 4.0 10.0 12.0 12.0 12.0 12.0 12.0 12.0 10.0 10.0 10.0 8.0 6.0 4.0 2.0 - -


Baseline Scenario 4.0 10.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0 10.0 8.0 6.0 4.0 2.0 -


Downside Scenario 4.0 15.0 16.0 16.0 16.0 16.0 16.0 18.0 18.0 18.0 18.0 18.0 18.0 18.0 18.0 18.0 16.5
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Exhibit C-4: Balance Sheet Summary 


Baseline Scenario 


 
 2008 


 
2012 


Pro Forma 


Total Debt Including VEBA Related @ 
9% Discount Rate 


(66.0) (33.6) 


EBITDA (1.1) 15.3 


Interest Expense (2.3) (2.7) 


Book Equity (65.1) (30.6) 


Net Obligations / EBITDA Not Meaningful 1.2x 


 


 


 


Exhibit C-5: Balance Sheet Summary 


Downside Scenario 
 


 2008 
 


2012 
Pro Forma 


Total Debt Including VEBA Related @ 
9% Discount Rate  


(66.0) (50.1) 


EBITDA (1.1) 12.1 


Interest Expense (2.3) (3.4) 


Book Equity (65.1) (43.0) 


Net Obligations / EBITDA Not Meaningful 3.0x 
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Exhibit C-6: U.S. Pension Funds Status 
 


$ Billions 
     


 
2005 2006 2007 2008* 


 
YE YE YE Q3 10/31/08 Estimate 


Hourly Plans* 
     


Projected Benefit Obligation 57.2 56.9 58.1 
  


Plan Assets 64.2 68.5 69.8 
  


Surplus / (Deficit) 7.0 11.6 11.8 (0.5) (3.0) 
Funded Status (%) 112% 120% 120% 


  
      


Salaried Plans* 
     


Projected Benefit Obligation 30.2 27.4 26.0 
  


Plan Assets 30.7 32.9 34.2 
  


Surplus / (Deficit) 0.5 5.6 8.2 3.4 1.2 
Funded Status (%) 102% 120% 132% 


  
      


Total U.S. Qualified Plans 
     


Projected Benefit Obligation 87.4 84.2 84.1 
  


Plan Assets 95.0 101.4 104.1 
  


Surplus / (Deficit) 7.5 17.1 20.0 2.9 (1.8) 
Funded Status (%) 109% 120% 124% 


  


 * 2008 information as of Q3 is based on a September 30, 2008 actuarial valuation for the hourly 
plans and a July 1, 2008 actuarial valuation for the salaried plans.  The Q3 valuations were 
utilized as a basis to estimate pension expense included in financial projections in this submission 
and the amounts included for pension expense have not been updated for any changes in 
assumptions, including asset returns and discount rates, since the Q3 valuations.  In addition, 
pension expense in these financial projections has not been updated to include the estimated 
effect of any of the restructuring or other activities GM may take as part of its restructuring 
activities.  Such changes may result in material changes to the estimates included in these 
financial projections.  The October 31, 2008 estimate is based on internal models and 
calculations of the funded status of GM’s hourly and salaried pension plans as of that date and 
are not based on actuarial valuations which would include updated assumptions of asset returns 
and discount rates, among other assumptions 





