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DECLARATION OF HARRY WILSON  

1. I am an employee of the United States Department of the Treasury 

(“Treasury”), and serve as a senior member of the working group (the “Auto Team”) 

implementing the policies of the Presidential Task Force on the Auto Industry, an inter-agency 

task force created at the direction of the President of the United States earlier this year.  I have 

served in this role since March 2009.  Prior to this, I did not have public sector experience.  I 



received the opportunity to join the Auto Team after I sent an e-mail detailing my background to 

a prospective advisor to the Auto Team.  I had decided to consider a potential position on the 

Auto Team because I felt the massive dislocation in the U.S. automotive industry created an 

important public policy matter and because I felt my private sector experience and skills could be 

a valuable addition to a team seeking to address these issues.  I do not anticipate remaining with 

Treasury after the Auto Team’s work is complete.   

2. I submit this declaration in support of General Motors’ (“GM’s”) Motion 

for Sale of Property under Section 363(b) / Debtors’ Motion Pursuant to 11 U.S.C. §§ 105, 

363(b), (f), (k), and (m), and 365 and Fed. R. Bankr. P. 2002, 6004, and 6006, to (I) Approve (A) 

the Sale Pursuant to the Master Sale and Purchase Agreement with Vehicle Acquisition Holdings 

LLC, A U.S. Treasury-Sponsored Purchaser, Free and Clear of Liens, Claims, Encumbrances, 

and Other Interests; (B) the Assumption and Assignment of Certain Executory Contracts and 

Unexpired Leases; and (C) Other Relief; and (II) Schedule Sale Approval Hearing [Docket No. 

92]. 

3. Except as otherwise indicated, all facts set forth in this Declaration are 

based upon my personal knowledge and experience as a member of the Auto Team, my 

discussions with members of GM’s senior management or other interested parties, and my 

review of relevant documents.  Pursuant to this Court’s Case Management Order, this declaration 

constitutes the direct testimony I would give if called to testify. 

4. Most recently before joining the Auto Team, I was a general partner at 

Silver Point Capital, a multi-strategy investment fund managing several billion dollars in equity 

capital.  My responsibilities at Silver Point included overseeing a number of operational and 

financial restructurings as well as investing in and working with troubled companies.  Prior to 

  2 



joining Silver Point, I worked at a variety of financial firms including Goldman, Sachs & Co. 

and The Blackstone Group.  I do not have any agreements, implicit or explicit, with any other 

entity that I will work for it after I resign from government service. 

5. I am a graduate of Harvard Business School and Harvard College. 

6. My responsibilities as a senior member of the Auto Team consist 

primarily of (a) generally overseeing the financial and business diligence of the various 

companies in our purview and (b) specifically leading the Auto Team’s day-to-day efforts with 

respect to GM. 

7. The United States of America – acting through Treasury and the Auto 

Team – has implemented various programs to support and stabilize the domestic automotive 

industry.  Those programs have included, among other things, providing credit support for 

receivables issued by certain domestic automobile manufacturers, and support for consumer 

warranties. 

8. Treasury has also provided direct loans to automobile manufacturers.  In 

late 2008, GM requested a loan from Treasury.  Following arm’s length negotiations, Treasury 

determined to make available to GM billions of dollars in an emergency secured loan to enable 

GM to avoid a chaotic “freefall” liquidation while it developed a new business plan.  I 

understand that when Treasury first extended credit to GM in December 2008 under the 

emergency secured loan, there was no other lender willing to loan to GM on such a condensed 

time frame and taking into account GM’s available collateral. 

9. Treasury and GM entered into a loan and security agreement on December 

31, 2008 (the “LSA”), which provided GM up to $13.4 billion in term financing on a secured, 

delayed draw basis.  Under the LSA, GM immediately borrowed $4 billion, followed by $5.4 
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billion less than a month later, and the remaining $4 billion on February 17, 2009.  The LSA 

required GM to submit by February 17, 2009, a proposed business plan to demonstrate its future 

competitiveness that went significantly farther than the one GM had submitted to Congress in 

late 2008.  Among other initial conditions on Treasury’s willingness to lend, GM was to 

demonstrate its long-term viability by reducing its outstanding public bond debt (approximately 

$27 billion) by two-thirds, and converting from cash to common stock at least half of the value 

of its pending $20 billion contribution to a union health care trust. 

10. GM has only sought the emergency financing from Treasury under 

Treasury’s Troubled Asset Relief Program (“TARP”)..  As contrasted with other TARP 

transactions that involve Treasury making direct investments in troubled companies in return for 

common or preferred equity, Treasury structured the GM transactions as a loan with the only 

equity received by Treasury being in the form of warrants described below.  The LSA between 

Treasury and GM had terms and covenants of a loan rather than an equity investment (although 

many of the terms and covenants were more lenient or favorable than “market terms”).  Treasury 

also entered into intercreditor agreements with GM’s other senior lenders in order to set forth the 

secured lenders’ respective prepetition priority.1  Treasury received first liens on GM’s and the 

guarantors’ equity interests in their respective domestic subsidiaries (other than certain domestic 

subsidiaries expressly excluded because of regulatory, contractual or practical prohibitions to a 

pledge thereof) and certain of their respective foreign subsidiaries (limited in most cases to 65% 

of the equity interests of the pledged foreign subsidiaries), intellectual property, real estate (other 

than manufacturing plants or facilities), inventory that was not pledged to other lenders, and cash 

and cash equivalents.  Treasury also received second liens on certain additional collateral.  The 

                                                 
1   A copy of the Intercreditor Agreement is attached hereto as Exhibit A.   

  4 



LSA had separate collateral documents, which included: (i) a guaranty and security agreement, 

(ii) an equity pledge agreement and (iii) an intellectual property pledge agreement.  The LSA 

loans were interest-bearing with a rate equal to 3.00% over the 3-month LIBOR with a LIBOR 

floor of 2.00%.  The Default Rate on this loan was 5.00% above the non-default rate.  In 

connection with this loan, Treasury also received warrants to purchase equity in GM.  These 

warrants were in addition to, and distinct from, the secured debt and are separately documented. 

11. In connection with GM’s loan requests from Treasury, GM submitted a 

“viability plan” on February 17, 2009, which outlined a number of steps it intended to take to 

make itself more competitive, including an operational turnaround.  The Auto Team reviewed 

and analyzed that plan and found, after a total consideration of all relevant factors taken as a 

whole, that GM’s plan was not adequate.  A copy of the “Viability Determination” dated March 

30, 2009, is attached hereto as Exhibit B.  On March 30, 2009, President Obama announced 

publicly that GM’s efforts to develop a long-term viability plan had fallen short and that the 

advancement of any additional federal loans to GM beyond the subsequent sixty-day period 

would require a substantially more aggressive effort to map out a clear path to long-term 

viability.  GM was free, however, to seek funding from any entity other than Treasury on any 

terms it could negotiate.  The Auto Task Force did not restrict GM from seeking alternative 

funding.  In fact, at no point did the Auto Task Force or Treasury require that GM accept funding 

from the government or prohibit GM from seeking equity funding or loans from other sources, 

and on a number of occasions I made clear to GM management that the Auto Team and Treasury 

would prefer to see GM develop a private sector financing solution, if at all possible.  The Auto 

Team has also done nothing to prevent GM from seeking strategic relationships with other 

automobile manufacturers or other willing partners.  The funds advanced to GM under the LSA –
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approximately $19.4 billion in total, as of the petition date (all on a secured basis)2 – were 

critical to GM’s survival during the past several months. They are equally critical to GM’s 

survival today. 

12. Treasury, the Auto Team, GM, a variety of stakeholders including holders 

of GM’s unsecured debt instruments and the United Auto Workers (the “UAW”) worked 

exhaustively to achieve a comprehensive out-of-court overhaul of GM’s finances and cost 

structure.  These and other efforts are detailed in the First Day Affidavit of Frederick Henderson.  

[Docket No. 21].  Simultaneously with these efforts, GM and Treasury also considered the 

possibility that GM would be unable to meet its needs other than through a chapter 11 filing.  

Although it was not Treasury or GM’s first choice, it ultimately became clear that the only viable 

course was for GM to pursue – with the support of Treasury, the Government of Canada, and 

other constituents – a transaction under section 363(b) of chapter 11 of title 11 of the United 

States Code (the “363 Transaction”).   

13. There are several critical reasons why the 363 Transaction is necessary on 

the time-frame proposed to the Court in these cases, including (a) it will permit New GM (as 

defined below) to begin manufacturing automobiles as quickly as possible, (b) it will reduce the 

amount of money Treasury is being asked to lend and (c) most importantly, a rapid emergence 

from bankruptcy creates the highest probability of avoiding the catastrophic and expensive 

meltdown in GM auto sales that virtually all industry observers predicted would happen in the 

event of a GM bankruptcy filing.  It is Treasury’s belief that only a rapid and certain emergence 

from bankruptcy can provide consumers the confidence necessary to make a major purchase like 

                                                 
2   Treasury and GM entered into amended credit agreements to provide for an additional $2 
billion in financing that GM borrowed on April 22, 2009, and another $4 billion that GM 
borrowed on May 20, 2009.   
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an automobile.  Importantly, Treasury cannot make an open-ended commitment to GM that 

Treasury will continue to fund GM’s operations if GM’s critical assets languish in the 

bankruptcy process. 

14. The details and documentation of the 363 Transaction were negotiated at 

arm’s length between Treasury and its advisors and GM and its advisors.  GM had numerous 

independent advisors that it selected without any input from the government.  These advisors 

included experienced counsel, restructuring experts, and investment bankers. 

15. In the spring of 2009, Treasury and GM began negotiating the Master Sale 

and Purchase Agreement (the “MSPA”).  For approximately one month, Treasury and GM and 

their respective counsel engaged in sometimes contentious arm’s length negotiations.  

Negotiations between Treasury and GM commenced with the term sheets to the MSPA provided 

by GM on or about May 1, 2009, and continued with subsequent rounds of discussions regarding 

the specific language of the MSPA through its execution on June 1, 2009. 

16. Throughout the spring of 2009, GM and Treasury, as well as the UAW 

and the UAW VEBA, the Debtors’ prepetition secured lenders, certain of the Debtors’ 

prepetition unsecured lenders, and Treasury’s Canadian co-investors engaged in negotiations 

over the terms of the sale and related issues including financing.  These negotiations continued 

through the Debtors’ bankruptcy filings on June 1, 2009 (the “Petition Date”), and beyond.  

During the period from May 22 through June 1, the parties engaged in nearly around the clock 

negotiations at GM’s New York headquarters and the office of their counsel.  Since the Petition 

Date, the negotiations have expanded to include the Debtors’ statutory committee of unsecured 

creditors and other interested parties, and Treasury, as purchaser, has made certain concessions 

to those parties in the course of those negotiations.  
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17. On the day GM filed for bankruptcy, GM, Treasury and Export 

Development Canada (the “EDC”) sought court approval of a Secured Superpriority Debtor-In-

Possession Credit Agreement (the “DIP Facility”).  Negotiations with respect to the DIP Facility 

went on simultaneously with the MSPA and under similar circumstances.  The additional 

funding under the DIP Facility was and is critical for GM to avoid a value-destroying “free-fall” 

liquidation.  The Bankruptcy Court approved the DIP Facility, on an interim basis, on June 2, 

2009 in the amount of $15 billion.  [Docket No. 292].  The total availability under the DIP 

Facility is $33.3 billion.  The DIP Facility terms, covenants, collateral and priority are similar to 

the analogous provisions in the LSA in many respects.  The non-default rate for Eurodollar loans 

is the sum of (a) the greater of (i) the LIBOR rate for the period of the applicable loan, adjusted 

for certain reserve requirements, and (ii) 2.00%, plus (b) 3.00%.  The default interest rate, if 

applicable, is the otherwise applicable non-default rate plus 5.00%.  At Treasury’s sole 

discretion, the otherwise applicable non-default rate may be the rate of interest applicable to 

ABR loans plus 2.00%. The Bankruptcy Court issued a final order on June 25, 2009, approving 

the DIP Facility. 

18. Prior to the closing of the proposed sale, Treasury will own 100% of 

NGMCO, Inc. (“New GM”) – a newly created Delaware Corporation incorporated for the 

purpose of acquiring certain assets of GM through the 363 Transaction.  To purchase 

substantially all of the assets of GM, New GM will credit bid the claims of Treasury under the 

secured DIP Facility (except for the $7,072,488,605 associated with the exit financing and the 

$950 million associated with the wind down fund described below), in addition to all claims of 

Treasury under the secured LSA.  New GM’s credit bid far exceeds the value of all of the assets 

of GM, which has a liquidation value as determined by AlixPartners, LLP (“AlixPartners”) of 
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between $6.5 billion and $9.7 billion.  I have no reason to dispute the AlixPartners valuation.  

That valuation demonstrates that Treasury’s credit bid far exceeds the value attainable in a GM 

liquidation, the only other option available to the company. 

19. As a purchaser seeking to buy assets that will enable New GM to be as 

competitive as possible, New GM negotiated the 363 Transaction to limit to the maximum extent 

its successor liabilities, as advised by counsel.  New GM has only voluntarily assumed liabilities 

where it sees a necessary and compelling business purpose for doing so. 

20. Pursuant to the terms of the MSPA, New GM will allocate 17.5% of its 

common equity on an undiluted basis to a new Voluntary Employee Beneficiary Association 

formed pursuant to an agreement between New GM and its unionized work force (the “New 

VEBA”).  That equity stake is being given to the UAW on account of the value that the UAW 

will provide to New GM in its efforts to compete effectively in the auto industry.  New GM 

views the UAW’s skilled workforce as essential to its future operations and engaged in 

negotiations to reach a revised collective bargaining agreement, which includes an agreement on 

the New VEBA.  It would be impossible for New GM to operate without a skilled workforce.  If 

the UAW failed to cooperate with New GM post-petition, there would be no functioning 

company.  The equity stake was not intended to be – and is not in form or substance – a 

distribution on account of any claims the UAW may have in GM’s chapter 11 cases.   

21. New GM will also allocate 10% of its equity on an undiluted basis to Old 

GM’s bankruptcy estate as part of the 363 Transaction.3  Additionally, in the event that the 

Bankruptcy Court determines that the estimated amount of allowed prepetition general unsecured 

                                                 
3   After these various equity allocations, Treasury will own approximately 61% of New GM 
and EDC will own approximately 11.5% of New GM. 
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claims against the Debtors exceed $35 billion, then New GM will allocate, on a sliding scale, up 

to 2% of its equity to Old GM as part of the 363 Transaction.  Finally, New GM will issue 

warrants to purchase up to 15% of the shares of common stock of New GM, with the initial 

exercise prices of $30.00 and $55.00 per warrant, subject to certain adjustments.  The warrants 

will be exercisable through the seventh and tenth anniversaries of issuance, respectively, and 

New GM can elect partial and cashless exercises.  This equity allocation will be distributed by 

GM as part of any chapter 11 plan that is ultimately confirmed by the Bankruptcy Court.  

Treasury has not directed how the equity will be allocated among GM’s existing creditors. 

22. Upon closing of the 363 Transaction, New GM will assume 

$7,072,488,605 of the debt provided to old GM under the DIP loan in an amended and restated 

credit agreement.  When the extended financing is transferred to New GM, this financing, 

combined with the new CBA between New GM and the UAW and other cost-saving measures 

undertaken in connection with Old GM’s chapter 11 cases, will enable New GM to provide 

adequate assurance of future performance to parties who have had their contracts assumed by 

Old GM and assigned as part of the 363 Transaction.   

23. Finally, in addition to the allocation of equity to Old GM’s estates as part 

of the 363 Transaction, Treasury is providing a substantial amount of money to Old GM to wind 

down its estates.  Pursuant to the terms of the DIP Facility, Treasury will provide the Debtors 

with $950 million to wind-down the Debtors’ estates after completion of the proposed 363 

Transaction.  The $950 million will permit Old GM to wind its estates down in an appropriately-

funded manner, pay reasonable professional fees, dispose of assets left behind in the estates, and 

ultimately to confirm a chapter 11 plan that permits Old GM to distribute a percentage of the 

equity in New GM.  Any amounts remaining will ultimately revert to New GM. 
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the forgoing 

statements are true and correct. 

Executed: June 25, 2009,  
 New York, New York 
  /s/  Harry Wilson      
 HARRY WILSON 
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EXHIBIT B



Determination of Viability Summary March 30, 2009 
General Motors Corporation 

GM February 17 Plan 
Viability Determination 

Summary 

The Loan and Security Agreement of December 31, 2008 between the General Motors Corporation and the United States 
Department of the Treasury (“LSA”) laid out conditions that needed to be met by March 31, including the approval of 
Labor Modifications, VEBA Modifications, and the commencement of a Bond Exchange (all as defined in the LSA).  

As of the date of this memo, the above steps have not been completed, nor are they expected to be completed by March 31. 
As a result, General Motors has not satisfied the terms of its loan agreement. Additionally, after substantial effort and 
review, the President’s Designee¹ has concluded that the GM plan, in its current form, is not viable and will need to be 
restructured substantially while GM operates under an amendment to the existing LSA. It is strongly believed, however, 
that such a substantial restructuring will lead to a viable GM. 

This determination of viability was based on a thorough review, as conducted by the Task Force and its outside 
advisors and as summarized below, of the Company’s submitted plan and prospects.  While there were many 
individual considerations, no single factor was critical to the assessment. Rather, the ultimate determination of 
viability was based upon a total consideration of all relevant factors, taken as a whole. 

General Motors is in the early stages of an operational turnaround in which the Company has made material progress in a 
number of areas, including purchasing, product design, manufacturing, brand rationalization and its dealer network. 
Despite these steps, a great deal more progress needs to be made, and GM’s plan contemplates initiatives that will take 
many years to complete. In the end, GM’s plan is based on a number of assumptions that will be very challenging to meet 
without a more dramatic restructuring in which many of its planned changes are accelerated. A few highlights: 

•	 Market Share: GM has been losing market share to its competitors for decades, yet its plan assumes only a very 
moderate decline, despite reducing fleet sales and shuttering brands that represent 1.8% of its current market share. 

•	 Price: The plan assumes improvement in net price realization despite a severely distressed market, lingering 
consumer quality perceptions, and an increase in smaller vehicles (where the Company has previously struggled to 
maintain pricing power). 

•	 Brands/Dealers: The Company is currently burdened with underperforming brands, nameplates and an excess of 
dealers. The plan does not act aggressively enough to curb these problems. 

•	 Product mix: GM earns a large share of its profits from high-margin trucks and SUVs, which are vulnerable to a 
continuing shift in consumer preference to smaller vehicles. Additionally, while the Chevy Volt holds promise, it will 
likely be too expensive to be commercially successful in the short-term. 

•	 Legacy liabilities: In GM’s plan, its cash needs associated with legacy liabilities grow to unsustainable levels, 
reaching approximately $6 billion per year in 2013 and 2014. 

Moreover, even under the Company’s optimistic assumptions, the Company continues to experience negative free cash 
flow (before financing but after legacy obligations) through the projection period, failing a fundamental test of viability. 

In short, while the Company has made meaningful progress in its turnaround plan over the last few years, the progress has 
been far too slow, allowing the Company to continue to lag the best-in-class competitors. As a result, the President’s 
Designee has found that General Motors’ plan is not viable as it is currently structured. However, because of GM's scale, 
franchise and progress to date, we believe that there could be a viable business within GM if the Company and its 
stakeholders engage in a substantially more aggressive restructuring plan. 

1 



Determination of Viability Summary March 30, 2009 
General Motors Corporation 

Detailed Determination 

The Loan and Security Agreement of December 31, 2008 between the General Motors Corporation and the United States 
Department of the Treasury (“LSA”) laid out various conditions that needed to be met by March 31, including: 

(a) Approval of the Labor Modifications (Compensation Reductions, the Severance Rationalization and the Work Rule 
Modifications) by the members of the Unions; 

(b) Receipt of all necessary approvals of the VEBA Modifications other than regulatory and judicial approvals; provided, 
that the Borrower must have filed and be diligently prosecuting applications for any necessary regulatory and judicial 
approvals; and 

(c) The commencement of an exchange offer to implement a Bond Exchange. 

As of the date of this memo, none of the above steps has been completed. As a result, General Motors has not satisfied the 
terms of its loan agreement. 

The LSA also requires that the President’s Designee review the Restructuring Plan Report in order to determine whether 
General Motors has taken all necessary steps to achieve and sustain the long-term viability, international competitiveness 
and energy efficiency of the Company and its subsidiaries 

Since receiving the Company’s plan on February 17th, the Government has engaged in substantial efforts to assess its 
viability. This work has involved staff from the Department of the Treasury, National Economic Council, Council of 
Economic Advisors as well as the numerous other Cabinet agencies involved in the President’s Task Force on the Auto 
Industry. The working group has also worked extensively with several dozen individuals at industry-leading consulting, 
financial advisory and law firms. Numerous outside experts and affected stakeholders have been consulted. As a result of 
this work, the President’s Designee has concluded that the General Motors plan, in its current form, is not viable and will 
need to be restructured substantially in order to lead to a viable General Motors. It is strongly believed, however, that such 
a substantial restructuring will lead to a viable General Motors. 

While the President’s Designee considered many factors when assessing viability, the most fundamental benchmark was 
the following: for a business to be viable, it must be able – after accounting for spending on research and development and 
capital expenditures necessary to maintain and enhance the company’s competitive position -- to generate positive 
cashflow and earn an adequate return on capital over the course of a normal business cycle. 

Progress to date: 

General Motors is in the early stages of an operational turnaround in which GM has made material progress in a number 
of areas: 

o	 Purchasing: GM has organized its purchasing globally, with its purchasing organization taking advantage 
of GM’s global scale, and has put into place a rigorous, metric-oriented approach to drive supplier quality 
and cost improvements.  

o	 Product design: GM has refined its product design process to create global vehicle platforms, thus 
allowing GM to reduce engineering costs and improve the content of its cars. These global platforms 
leverage the scale of the business and allow GM to amortize product development costs over a large range 
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Determination of Viability Summary March 30, 2009 
General Motors Corporation 

of models. GM has also, since 2005, focused on customer needs, interior designs, styling and quality to 
provide more attractive products. Examples of successes of this initiative include the 2008 North 
American Car of the Year Chevy Malibu and the 2008 Motor Trend Car of the Year Cadillac CTS 
(though they constitute a modest share of GM’s portfolio today). 

o	 Manufacturing: GM has worked to create greater flexibility within its facilities, allowing for increased 
capacity utilization and an enhanced ability to spread its significant fixed costs across a broader car base. 

o	 Brand rationalization: The recently announced decisions to divest or shut down Saab, Saturn and Hummer, 
while late, were important steps in reducing the Company’s brand portfolio and allowing it to focus its 
financial and human resources on a smaller number of higher quality brands. 

o	 Dealer network: GM has been eliminating dealers from markets where it is oversaturated, as well as 
eliminating dealers who are either unprofitable or create a poor customer experience. 

However, it is important to recognize that a great deal more progress needs to be made, and that GM’s plan is based on 
fairly optimistic assumptions that will be challenging in the absence of a more aggressive restructuring. 

•	 The plan contemplates that each of its restructuring initiatives will continue well into the future, in some cases 
until 2014, before they are complete. 

o	 The slow pace at which this turnaround is progressing undermines the Company’s ability to compete 
against large, highly capable and well-funded competitors. GM’s plan forecasts it to catch up to (and, in 
some cases, surpass) its competitors’ current performance metrics; however, its key competitors are 
constantly working to improve as well, potentially leaving GM further behind over time. 

•	 Given the slow pace of the turnaround, the assumptions in GM’s business plan are too optimistic. 
o	 Market Share 

�	 GM has been losing market share slowly to its competitors for decades. In 1980, GM’s US 
market share was 45%; in 1990, GM’s US share was 36%, in 2000, its share was 29%. In 2008, 
its share was 22%. In short, GM has been losing 0.7% per year for the last 30 years. 
•	 Yet, in its forecast, GM assumes a much slower rate of decline, 0.3% per year until 2014, 

even though it is reducing fleet sales and shuttering brands which represent a loss of 1.8% 
market share, of which only a fraction will be retained. Management’s plan to achieve 
this is driven by a reduction in nameplates and an ensuing increase in marketing spend 
per nameplate. 

•	 Furthermore, in the current plan, GM has retained too many unprofitable nameplates that 
tarnish its brands, distract the focus of its management team, demand increasingly scarce 
marketing dollars and are a lingering drag on consumer perception, market share and 
margin. 

o	 Price 
�	 In 2006 and 2007, GM North America achieved a 30.4% contribution margin. Then, the plan 

assumes, despite a severely distressed market, that margins increase to 30.8% in 2009 and 30.7% 
in 2010. These figures remain at 30.9% in 2013 and 30.3% in 2014, despite GM’s plan to 
increase its focus on passenger cars and crossovers, which have traditionally earned lower 
margins. 

�	 Fundamentally, the lingering consumer perception is that GM makes lower-quality cars (despite 
meaningful improvements in the last few years), which in turn leads to greater discounting, which 
harms GM’s price realizations and depresses profitability. These lower price points are an 
important impediment to enhanced GM profitability and need to be reversed over time in order 
for GM to bring its margins into line with its best-in-class peers. 
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o	 Brands/dealers 
�	 GM has been successfully pruning unprofitable or underperforming dealers for several years. 

However, its current pace will leave it with too many such dealers for a long period of time while 
requiring significant closure costs that its competitors will not incur. These underperforming 
dealers create a drag on the overall brand equity of GM and hurt the prospects of the many 
stronger dealers who could help GM drive incremental sales. 

o	 Europe 
�	 GM’s European operations have experienced negative results for at least the last decade with a 

sharp decline in market share from 12.9% to 9.3% between 1995 and 2008, leaving the Company 
with high fixed costs and low capacity utilization. 

�	 The European business is seeking additional capital beyond the funds requested from the 
Treasury. These funds have not been allocated and thus represent a risk to the viability of GM’s 
current plan. 

o	 Product mix and CAFE compliance 
�	 GM earns a disproportionate share of its profits from high-margin trucks and SUVs and is thus 

vulnerable to energy cost-driven shifts in consumer demand. For example, of its top 20 profit 
contributors in 2008, only nine were cars. 

�	 GM is at least one generation behind Toyota on advanced, “green” powertrain development. In an 
attempt to leapfrog Toyota, GM has devoted significant resources to the Chevy Volt. While the 
Volt holds promise, it is currently projected to be much more expensive than its gasoline-fueled 
peers and will likely need substantial reductions in manufacturing cost in order to become 
commercially viable 

�	 Absent the successful introduction of a number of new-generation nameplates, as described in the 
Company’s plan, GM’s product portfolio is more vulnerable to CAFE standard increases than the 
portfolios of many of its competitors (although GM is in compliance today with current 
standards). Many of its products fail to meet the minimum threshold on fuel economy and rank in 
the bottom quartile of fuel economy achievement. 

o	 Legacy liabilities – cash costs 
�	 As GM moves through its forecast period, its cash needs associated with legacy liabilities grow, 

reaching approximately $6 billion per year in 2013 and 2014. To meet this cash outflow, GM 
needs to sell 900,000 additional cars per year, creating a difficult burden that leaves it fighting to 
maximize volume rather than return on investment. 

•	 Even under the Company’s optimistic assumptions, the Company remains breakeven, at best, on a free cash flow 
basis throughout the projection period, thus failing the fundamental test of viability. 

o	 Under its own plan, GM generates $14.5bn of negative free cash flow over its 6 year forecast period. 
Even in 2014, on its own assumptions, GM generates negative free cash flow after servicing legacy 
obligations. 

o	 Given the highly challenging current market, the Company is already behind plan in its overall volume 
expectations and market share for calendar year 2009. 

o	 Since the Company has built a plan with little margin for error, even slight swings in its assumptions 
produce significant and ongoing negative cash flows. For example, a 1% share miss in overall global sales, 
all else being equal, in 2014 would lead to a $2 billion cash flow reduction in that year. 

In short, while the Company has made meaningful progress in its turnaround plan over the last few years, the progress has 
been far too slow, allowing the Company to continue to lag the best-in-class competitors. Furthermore, even if the 
projected plan is achieved, the cash flow forecast is quite modest, leaving the Company little margin for error in what will 

4 



Determination of Viability Summary March 30, 2009 
General Motors Corporation 

be a very difficult turnaround. As a result, the President’s Designee has found that General Motors’ plan is not viable as it 
is currently structured. However, given the improvements that have been made to date, and the path on which these 
improvements place GM, we believe that there could be a viable business within GM if the Company and its stakeholders 
engage in a substantially more aggressive restructuring plan. 
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Obama Administration New Path to Viability for GM & Chrysler 

In accordance with the March 31, 2009 deadline in the U.S. Treasury’s loan agreements with General 
Motors and Chrysler, the Obama Administration is announcing its determination of the viability of the 
companies, pursuant to their February 17, 2009 submissions, and is laying out a new finite path forward 
for both companies to restructure and succeed. These findings and new framework for success are 
consistent with the President’s commitment to support an American auto industry that can help revive 
modern manufacturing and support our nation’s effort to move toward energy independence, but only in 
the context of a fundamental restructuring that will allow these companies to prosper without taxpayer 
support. 

Key Findings 

•	 Viability of Existing Plans: The plans submitted by GM and Chrysler on February 17, 2009 did 
not establish a credible path to viability. In their current form, they are not sufficient to justify a 
substantial new investment of taxpayer resources. Each will have a set period of time and an 
adequate amount of working capital to establish a new strategy for long-term economic viability.    

•	 General Motors: While GM’s current plan is not viable, the Administration is confident that with a 
more fundamental restructuring, GM will emerge from this process as a stronger more competitive 
business. This process will include leadership changes at GM and an increased effort by the U.S. 
Treasury and outside advisors to assist with the company’s restructuring effort. Rick Wagoner is 
stepping aside as Chairman and CEO. In this context, the Administration will provide GM with 
working capital for 60 days to develop a more aggressive restructuring plan and a credible strategy 
to implement such a plan. The Administration will stand behind GM’s restructuring effort.   

•	 Chrysler:  After extensive consultation with financial and industry experts, the Administration has 
reluctantly concluded that Chrysler is not viable as a stand-alone company. However, Chrysler has 
reached an understanding with Fiat that could be the basis of a path to viability. Fiat is prepared to 
transfer valuable technology to Chrysler and, after extensive consultation with the Administration, 
has committed to building new fuel efficient cars and engines in U.S. factories. At the same time, 
however, there are substantial hurdles to overcome before this deal can become a reality.   
Therefore, the Administration will provide Chrysler with working capital for 30 days to conclude a 
definitive agreement with Fiat and secure the support of necessary stakeholders. If successful, the 
government will consider investing up to the additional $6 billion requested by Chrysler to help this 
partnership succeed.  If an agreement is not reached, the government will not invest any additional 
taxpayer funds in Chrysler. 

•	 A Fresh Start to Implement Aggressive Restructurings: While Chrysler and GM are different 
companies with different paths forward, both have unsustainable liabilities and both need a fresh 
start. Their best chance at success may well require utilizing the bankruptcy code in a quick and 
surgical way. Unlike a liquidation, where a company is broken up and sold off, or a conventional 
bankruptcy, where a company can get mired in litigation for several years, a structured bankruptcy 
process – if needed here – would be a tool to make it easier for General Motors and Chrysler to 
clear away old liabilities so they can get on a path to success while they keep making cars and 
providing jobs in our economy. 



 
 

 
 
 

 
 
 

 

 
 

 
 
 

   

 

 

 

Key Findings, Cont. 

•	 A Commitment to Consumer Warrantees: The Administration will stand behind new cars 
purchased from GM or Chrysler during this period through an innovative warrantee commitment 
program. 

•	 Appointment of a Director of Auto Recovery: The Administration also announced that Edward 
Montgomery, a top labor economist and former Deputy Secretary of Labor, will serve as Director 
of Recovery for Auto Workers and Communities. Dr. Montgomery will work to leverage all 
resources of government to support the workers, communities and regions that rely on the 
American auto industry.  

Detailed Findings on GM and Chrysler Plans 

GENERAL MOTORS 


Viability Determination: Based on extensive analysis and the advice of a range of financial and industry 
advisors, the Administration has determined that GM has not presented a viable plan that would succeed, 
even in an improved economic environment. While GM has made progress in its turnaround to date, 
GM’s current plan will not result in a healthy company that is meaningfully cash flow positive in a 
normalized business environment and thus able to support its operations and obligations without 
continued government support. (A summary of the Administration’s findings is provided separately). 

The Administration does believe that there is a path to a viable GM and is confident that the company can 
emerge from this crisis as a strong, competitive business. However, this will require a more aggressive 
strategy to transform the company’s operations than the current management has designed and deeper 
stakeholder concessions than those specified in the initial loan agreement.  

New Framework for a Fresh Start Restructuring: Today, GM is announcing that Rick Wagoner is 
stepping aside as Chairman and CEO. Kent Kresa will serve as interim Chairman and current President 
Fritz Henderson will serve as CEO. GM is embarking on a process with the goal of replacing a majority 
of the board over the coming months. When complete, these changes will bring fresh thinking and new 
vision to the Company while maintaining a degree of continuity in the current challenging environment.  

In this context, the Administration is willing to provide GM with adequate working capital for a finite 
period of 60 days to develop and implement a more aggressive plan. During this period, the 
Administration team, consisting of Treasury officials as well as private sector auto industry and 
restructuring experts retained by the Administration, will work closely with the company. These industry 
and restructuring experts will help focus this process on: 



 
 
 

 
 

 

 
 

 
 

 

 
 

 
 

 

 

 

 

•	 Sustainable profitability: A viable GM should be able to generate meaningful positive free cash flow 
in a normalized business environment, generate net free cash flow over the course of a business cycle 
and invest capital in research and development and capital expenditures sufficient to maintain or 
enhance its competitive position while also earning an adequate return on its capital. 

•	 A healthy balance sheet: The restructuring must substantially reduce GM’s outstanding debt and 
existing liabilities to a level where they are consistent with both its normalized cash flow and the 
cyclical nature of its business. Given the deterioration in the auto market since late last year, this will 
require substantially greater balance sheet concessions than those called for in the existing loan 
agreements.  

•	 More aggressive operational restructuring: The restructuring plan must rapidly achieve full 
competitiveness with foreign transplants and more aggressively implement significant manufacturing, 
headcount, brand, nameplate and retail network restructurings. 

•	 Technology leadership: The new GM will have a significant focus on developing high fuel-efficiency 
cars that have broad consumer appeal because they are cost-effective, have good performance and are 
reliable, durable and safe. 

In order to execute a new, more aggressive restructuring plan within 60 days, we will work with GM to 
use all available tools to implement this plan. The best path to achieve this may well be an expedited, 
court-supervised process to extinguish unsustainable liabilities, should an out-of-court restructuring not be 
possible. The Administration is prepared to stand by GM throughout this process to ensure that GM 
emerges with a fresh start and a promising future. Consumers thinking about buying a GM car and 
workers and communities that depend on this iconic American company should have confidence that GM 
can and will come out of this crisis as a stronger, leaner and more competitive car company. 

CHRYSLER 

Viability Determination: After extensive consultation, the Administration has determined that Chrysler 
has not demonstrated that it can achieve long-term viability as a stand-alone company. In particular, 
Chrysler’s plan contains a number of assumptions that are unrealistic or overly optimistic. (A summary of 
the Administration’s findings is provided separately). 

Independent financial analysts and industry experts are nearly unanimous in their views that, to be 
competitive in the decades to come, auto companies will need to transform their processes and products to 
improve efficiency, reduce costs and offer a higher-quality, more fuel-efficient fleet. These 
transformations will require substantial investment that Chrysler – according to its own plan – is not 
capable of making. Therefore, the Administration does not believe that on its own, Chrysler can achieve 
the scale or depth of product mix necessary to compete in the 21st century global auto market.  

Chrysler/Fiat Partnership: Chrysler has also proposed a partnership with Fiat, which has the potential to 
address some of these problems and provide Chrysler with a path to viability.  A Chrysler/Fiat alliance 
could lead to Chrysler manufacturing fuel-efficient vehicles using Fiat’s technology while benefiting from 
the managerial expertise of the Fiat senior leadership that successfully led a turnaround in Fiat over the 
past five years. In addition, the product mix and geographic reach of both companies is very 
complementary.  



 
 

 

 

 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

  
 

The original partnership was unacceptable for several reasons, including the fact that Fiat could have 
gained majority ownership of Chrysler before American taxpayers had their investment in the company 
paid back. After consulting with the President’s Auto Task Force, Chrysler and Fiat have agreed to 
important changes to their original agreement that would provide greater protections for U.S. taxpayers 
and would help ensure that new, fuel efficient Chrysler cars and engines are built in the U.S.  

Finite Period to Pursue a Deal: However, while the Administration sees promise in this deal, 
substantially more needs to be accomplished to make this plan viable. In this context, the Administration 
is willing to provide Chrysler with 30 days of working capital to execute an acceptable partnership.  The 
Administration believes Chrysler is being given a reasonable opportunity to finalize the agreement but is 
unwilling, in the absence of a long-term solution, to continue to invest taxpayer dollars in this company. 

If a definitive agreement is reached, the Administration is willing to consider lending up to the additional 
$6 billion requested by Chrysler to help the plan succeed. If the Chrysler/Fiat partnership has not been 
successfully concluded within 30 days, and in the absence of another viable partnership, the government 
will not invest any additional money in the company.    

Requirements for Additional Government Support: Fiat, Chrysler and all of Chrysler’s stakeholders 
must clearly understand that for this deal to succeed, significant hurdles must be cleared:  

•	 First, Chrysler must restructure its balance sheet so that it has a sustainable debt burden. This at a 
minimum will require extinguishing the vast majority of Chrysler’s outstanding secured debt and 
all of its unsecured debt and equity, other than trade creditors providing normal trade terms. 

•	 Second, Chrysler, Fiat and the UAW need to reach an agreement that entails greater concessions 
than those outlined in the existing loan agreements. 

•	 Third, Chrysler and Fiat need to demonstrate with a greater degree of detail an operating plan that 
is truly viable, that can generate meaningful positive cash flow in a normal business environment 
and that can demonstrate credibly that taxpayer loans will be repaid on a timely basis.  

•	 Fourth, the final plan agreed by Chrysler, Fiat and their stakeholders must not, under appropriately 
conservative operating assumptions, require than $6 billion of post-restructuring loans from the 
U.S Treasury. 

•	 Fifth, Chrysler must have a viable, adequately capitalized mechanism to finance the purchase of 
Chrysler cars by its dealers and customers.    

•	 Finally, Chrysler needs a credible plan to execute this restructuring. Given the magnitude of the 
concessions needed, the most effective way for Chrysler to emerge from this restructuring with a 
fresh start may be by using an expedited bankruptcy process as a tool to extinguish liabilities.  

SUPPORT FOR CONSUMERS AND THE AUTO INDUSTRY 

The Administration is committed to standing behind a tough but necessary industry restructuring that will 
result in stronger, more viable American car companies. During this process, the Administration wants to 
ensure that consumers have confidence in the cars they buy and suppliers that depend on viable auto 
companies have some support to weather this storm.  Our actions are not intended to slow the necessary 



 

 

 

 

 
 
 

 
 

 

 

consolidation and rationalization of key elements of the auto industry, but will help stabilize the industry 
during this period of transition. 

Protection of consumer warrantees: Consumers who are considering new car purchases should have the 
confidence that even in this difficult period, their warrantees will be honored. That is why the 
Administration is launching an innovative new program that will provide government-funded protection 
for warrantees issued by participating domestic auto manufacturers.  The program will be available for all 
new warranties on new vehicles purchased from participating auto manufacturers during the period in 
which those manufacturers are restructuring.  Both General Motors and Chrysler have already indicated 
their intention to participate. Details on this program are provided HERE.  

Supplier support program: Trade creditor support will be essential to the success of the effort to 
restructure GM and Chrysler. The vast majority of the trade at GM and, as part of the Fiat deal, at 
Chrysler, will carry through the process and be fully paid. In addition, the Administration recently 
announced a new $5 billion Supplier Support Program. This program is already providing suppliers with 
the confidence they need to continue shipping their parts and the support they need to help access loans to 
pay their employees and continue their operations. The Administration will work closely with the car 
companies to implement this program in the weeks ahead and monitor closely the state of the automotive 
supply base. 

Unlocking the Flow of Credit for Consumers and Dealers: A healthy automotive industry requires 
consumers who want to buy cars and are creditworthy to have access to credit. Unfortunately, in the 
current financing environment, even consumers with excellent credit histories have difficulty gaining 
access to credit. The Administration remains committed to improving access to credit in general and with 
respect to automotive purchases specifically. The launch of the Term Asset-Backed Securities Loan 
Facility (TALF) has expanded the funding available for retail auto loans, thereby directly helping 
consumers.  And the Administration remains committed to facilitating the access to funding for the 
automotive finance companies that provide credit to these consumers.  These efforts will be continued and 
expanded upon to ensure that consumers have the financing they need to purchase vehicles going 
forward. 

AUTO TASK FORCE INITIATIVE TO SUPPORT AND REVITALIZE AUTO INDUSTRY 
WORKERS AND COMMUNITIES 

The President is fully committed to standing behind the American auto industry, which is the backbone of 
our manufacturing base. To this purpose, the President’s Task Force on Autos is launching a new 
initiative to support and help revitalize American auto communities. The Administration’s goal is to both 
help revitalize the American auto industry and to help manufacturing communities in Michigan and the 
broader region create new businesses, new jobs and bring in new industries for a stronger economic 
future. And when despite all of our best efforts, individuals and communities are hard hit -- we will take 
all possible steps to ensure we are working as swiftly and in as coordinated a fashion as possible to 
provide relief and paths to re-employment. 

This government-wide effort will require substantial leadership and coordination. Today, the President 
appointed Ed Montgomery, former Deputy Secretary of the Labor Department and current Dean at the 
University of Maryland, to become Director of Recovery for Auto Communities and Workers. Dr. 
Montgomery has more than 25 years experience working on issues related to worker training and local 
economic development and has worked first hand with State and local government agencies and non-
profits in Michigan and Ohio on strategies to revitalizing areas hit by job loss.   



 
 

 

 
 

 

 

 

 
 

 

In his new role, Dr. Montgomery will bring all parties – workers, firms, unions, other private sector 
employers, community-based organizations, state and local governments, and foundations – to the table to 
maximize communication and cooperation and to develop innovative strategies for relief and recovery. He 
will ensure that communities and workers can take full advantage of all available resources and to ensure 
that the funds are distributed quickly, efficiently and equitably  

He will work with the Administration, relevant Governors and Congressional leaders to launch new 
executive and legislative initiatives to support these distressed communities and help them retool and 
revitalize their economies. He will identify and pursue all possible opportunities, including for example, 
initiatives to: 

•	 Maximize the effectiveness of Recovery Act funds for new and more diverse economic 

development for new jobs, business and industry through various means including local 

infrastructure, housing, education and new industry.  


•	 Deploy rapid response unit to communities facing plant closings to both meet immediate needs 
and to develop strategies for new job growth. 

•	 Extend Trade-Adjustment-Assistance (TAA) to the auto industry, including retraining, healthcare 
extensions, income support and wage insurance.  

•	 Attract major defense, research, green industry and other project to the region. Channel Workforce 
Investment Act (WIA) and other emergency grant funds to the region.   

•	 Work with stakeholders to develop new legislative efforts to direct emergency support to affected 
communities and regions, and bring new jobs and economic opportunities to these areas. 
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