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Delphi offers bigger payout to shareholders  

 

Revised bankruptcy plan filed by auto parts supplier gives unions, investors less.  
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WASHINGTON -- Delphi Corp. will increase its payout to current shareholders, while it warned it is in 

jeopardy of getting stuck with a $1.4 billion tax bill if it doesn't get quick approval of its reorganization 

plan. 

The Troy-based parts supplier disclosed those details and others in a revamped filing made late Friday 

with the U.S. Bankruptcy Court in New York. Delphi is seeking a quick approval of its plan, which would 

allow the company to emerge from Chapter 11 protection in early 2008. 

Delphi has boosted the amount current shareholders will receive in the reorganization, after many 

angrily complained last week when the revised plan slashed the amount from $470 million to $69 

million. Under the latest version, shareholders will receive $190 million. 

The additional money will come from rights to purchase shares of stock that initially were to go primarily 

to Delphi's major unions. The amendment reduces the shares offered to unions, led by the United Auto 

Workers, by 6.4 million shares and cuts the number of shares to its exit plan investors, led by Appaloosa 

Management LP, by 600,000. The UAW didn't return a call seeking comment. 

Creditors also have objected to the revised plan. But Jim McTevia, who heads a Michigan turnaround 

firm, McTevia & Associates, noted that many Delphi creditors are also Delphi suppliers who stand to lose 

a lot of business if Delphi goes under. 

"If Delphi does not come out of bankruptcy, what are the creditors going to do? I don't see anyone 

waiting in the wings with a bid," McTevia said. 

"Everybody always grumbles when a person who has money chooses to bankroll a risky venture. But the 

Golden Rule applies: he who has the gold rules." 

Also in Friday's filing, Delphi said if its plan isn't in place by Dec. 31, it could owe the Internal Revenue 

Service $1.4 billion because that's the expiration date of its waiver on funding its pension obligations. 

Once the waiver expires, the auto supplier could be required to pay taxes and penalties. The IRS, 

however, could extend the waiver. 



Legal fees keep mounting 

Also included in Friday's filing:  

¶ Delphi disclosed that its legal bills and expenses have topped $320 million and could reach $400 

million before it emerges from bankruptcy next year. 

 

Delphi said its legal, accounting and consulting fees since filing for bankruptcy on Oct. 8, 2005, 

stand at $300.3 million and its expenses are at $21.5 million through Sept. 30. 

 

Any further delay in exiting bankruptcy will only bleed more cash from the company. Delphi 

must pay 6 percent interest on the $200 million it agreed to pay former parent General Motors 

Corp. to settle warranty claims. The interest began accruing on Nov. 1 and is roughly $1 million a 

month, although it doesn't have to be paid until a deal is finalized. Delphi's agreement with its 

unions to freeze its pension plans also doesn't take effect until the company emerges from 

bankruptcy. 

 

¶ Delphi decided to cap its agreement to give some salaried employees with 25 years at the 

company an additional 1 percent match for their defined contribution retirement plans if the 

workers contribute at least 9 percent of their salary. 

 

The additional payments will only be made for five years, rather than indefinitely under the 

previous deal. 

 

¶ Delphi is making no changes to its plan to give 560 top executives worldwide at least $216 

million in compensation in cash, stock and options, post-bankruptcy. 

 

That figure doesn't include an unspecified bonus to Delphi's executive chairman Robert S. 

"Steve" Miller, who plans to step down when the company exits bankruptcy. 

Plan gets more revisions 

Delphi has filed several revisions to its plan in recent weeks amid the tightening credit market. 

The company has slashed the amount of money it seeks to raise in the credit markets by $1.9 billion to 

$5.2 billion and reduced the amount of cash it will pay former parent General Motors Corp. from $2.7 

billion to at least $750 million in cash, and another $1.85 billion in stock and a note. 

Delphi will have eight years to repay General Motors for the note it receives. 

Either GM or Delphi can cancel its master settlement agreement by Jan. 11, if the bankruptcy court 

hasn't approved the deal. 

If GM has not received its payment by March 31, it can cancel the deal, as can the plan investors. 



Appaloosa and the other investors have agreed to invest up to $2.55 billion in a recapitalized Delphi. 

GM spokeswoman Renee Rashid-Merem said the company "continues to be engaged with Delphi and 

other parties in efforts to resolve the Delphi bankruptcy as quickly as possible." 

Delphi said it will likely file more changes to the plan by Nov. 28. U.S. Bankruptcy Judge Robert Drain will 

hold a hearing on Nov. 29 in New York.  
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