General Motors Corporation

Restructuring Plan for Long-Term Viability

Submitted to Senate Banking Committee &
House of Representatives Financial Services
Committee

December 2, 2008



TABLE OF CONTENTS

Page

1. INTRODUCTION ..ottt ittt sttt sesbestesbeeneeneeneeneens 4

2. BACKGROUND ...ttt bbbttt bbbt 6

3. THE PROBLEM ...ttt sttt sttt 7

4. CONSEQUENCES OF FAILURE ......coiitiiiieieiesece sttt 8

5. TEMPORARY FEDERAL LOAN .. ..ottt 9

5.1 Capital Structure CONSIAEIALIONS .........cceeiieiieiiirieieieseeee e 11

5.2 Stakeholder CoNSIABIAtIONS .......ccveiiirieiieieeie e nreas 13

5.3 Loan and FUNAING ProtOCOL..........c.coviiiiicie e 14

5.4 TaxXPAYEr PrOLECTIONS .....cviviiiiiiiiieiieiiee et 14

5.5 Shareholder and Management SACHTICES...........cooiririiieiieieerc s 15

5.6 COrporate AIFCIaft.........ccoiveiiiieii e 15

5.7 GMAC CONSIAEIALIONS. ......veuveiiieiiieieeiesieesieeiesieesie e e sreesteeeesreesreeeesreesseensesseesseas 15

5.8 Pension and Healthcare ConsSiderations. ..........cccevvereereenienriesieseese e seesie e seeas 16

6. PRINCIPAL RESTRUCTURING PLAN ELEMENTS ......cooiiieeeeee 17

6.1 Marketing and Retail OPerations ...........ccoeoeierereninenieee e 18

6.2 Manufacturing Cost REAUCLION ...........coviieiiiiieicesee e 19

6.3 Structural CoSt REAUCTION .......cceiiiiiiiieie e e 21

6.4 Fuel Efficiency IMProvVEMENTS..........ccuiiiieieieieie e 21

6.5 Product Portfolio Changes ..o 24

6.6 Significant Capital and Cost REAUCLIONS ...........ccvveiieiieiieie e 25

7. DEMAND STIMULATION .....ootititee ettt sne e 26

8. INDUSTRY COLLABORATION .. .oitiiiiiiieie ettt 27

9. SUMMARY ..ottt b bbbttt s ettt bt been e ne et nes 28
APPENDICES

A. SUMMARY OF GM RESTRUCTURING ACTIONS AND RESULTS ........... 29

AL Product POrFOIO........coiiiiie e 29

A2 FUBI ETFICIENCY ..o 29

A.3 Marketing/Retail Operations ............cccveveiieiieie i 30

A.4 Manufacturing/ProduCtiVIty..........ccceiieiiiic i 30

ALD SEIUCLURAL COSTS...uviirieiiieie ettt re e e e 30

A.6 Capital and Cost REAUCLIONS .........ccoeiieiiiiicireic e 31

A.7 GM Executive COMPENSALION. ........c.ccveiiiiieiieie e 31

B. ECONOMIC COLLAPSE ......ooiie ettt 32

C. SUPPORTING FINANCIAL INFORMATION ......cceiteieieieie e 33

C.1 GDP and INUSLIY SIS .......ocvveiieiiieciie et 33

C.2 Pro-Forma North America Structural CoSt..........cccoovvieiiieriie e, 34

C.3 Pro-Forma Global Liquidity Balance..........cccccocveviieiiiciececcccec e 35

C.4 Balance Sheet Summary - Baseline SCenario ..........cccccovvvvvveeiieiiie e, 36

C.5 Balance Sheet Summary - Downside SCENAII0 ..........cccvvvverieeeerrereeieseeneenns 36

C.6 U.S. Pension FUNAS SEAtUS.........ccceeriririieieeie e 37



LIST OF TABLES

Table Page
1. Temporary Federal Loan — Baseline SCENArio...........ccccovvevieieeieeiieseese e, 9
2. Temporary Federal Loan — Downside SCENArio ..........ccceovevverencieniniseseeeenes 10
3. U.S. Industry and GM Liquidity OUtIOOK............ccevieiiiiiiree e 10
4. GM’s Capital Obligations Pre- and Post- CONVErSiON..........cccccvevvevverieeieeseennan, 11
5. Restructuring of U.S. Marketing and Dealer Operations...............ccccceevrivrveinennns 19
6. Manufacturing IMProVemMENLS.........c.ciiveieiieieeie e 19
7. Fuel Efficiency IMProVeMENTS........c.oiviii e 22
8. GM Advanced Propulsion Development.............ccoviiiieiiienine i 23
9. Vehicle Quality IMProVEMENTS.........ccoveiiiieiieie e 25
10. 2" Half 2008 LiqUidity ACHONS ......ovveeveeeveeeeeeeeeeseeeseeseeeseseesseesseseeseeeseeseene 26

LIST OF FIGURES

Figure Page
1. Global Liquidity 2008-2012 - Baseling SCENArio ..........ccccevververieerenrienieerneeeees 12
2. Global Liquidity 2008-2012 - Downside SCENArI0..........ccccovevveeieieerieiee e 13
3. U.S. Hourly Manufacturing Cost 2003-2012...........ccccvieeiieieneneieniesesieseeeeeas 20
4. GM North America Structural Cost 2004-2012.........cccccveverieerieeieneeneeee e 21



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%
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:
e 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;
e full compliance with the 2007 Energy Independence and Security Act, and
extensive investment in a wide array of advanced propulsion technologies;
e reduction in brands, nameplates and retail outlets, to focus available resources and
growth strategies on the company’s profitable operations;
e full labor cost competitiveness with foreign manufacturers in the U.S. by no later
than 2012;
e further manufacturing and structural cost reductions through increased
productivity and employment reductions; and
e Dbalance 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.

4



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:

e up to a $4 billion immediate loan from the Federal Government, to ensure
minimum liquidity levels through December 31, 2008;

e 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;

e 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;

e 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;

e 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;

e 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

e 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,
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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.



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.



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

8



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* 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) 125 M 11.2M 113 M 11.5M
GM Operating Cash Flow* $1.1B (54.2B) | ($2.0B) $1.2B
GM Liquidity Level $10.18B S5.8B S3.6B S4.18B
Federal Loan (Total Draw) S4.0B S8.0B $10.0 B S10.0B
GM Liquidity with Federal Loan $14.1B | $13.8B | $13.6B | S14.1B

*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 20009.

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) 105 M 9.9 M 9.9 M 10.0 M
GM Operating Cash Flow* S0.0B (56.1B) | (S2.6B) S0.7B
GM Liquidity Level $9.0B $1.0B (51.9B) | ($2.0B)
Federal Loan (Total Draw) S4.08B $11.0B | $15.0B | $15.0B
GM Liquidity with Federal Loan $13.0B | $12.0B | S13.1B | $13.0B

*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 10.5M 11.5M 12.0M 12.8 M
- Baseline 12.0M 135M 145M 15.0M
- Upside 12.0M 14.0M 155M 16.2M
GM Liquidity with Federal Loan
- Downside $15.2B | $14.1B | $S129B | S14.38B
- Baseline $16.2B | $16.9B | $16.0B | S14.7B
- Upside $16.2 B $16.1B $16.7B | $19.0B
Memo: Total Federal Loan
- Downside $16.0B S$18.0B S18.0B | $16.5B
- Baseline $12.0B $12.0B S8.0B S0.0B
- Upside $12.0B $10.0B $6.0B S0.0B

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 12/31/08

Projected Pro-Forma

(Bill USD) (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:

e The Chairman and CEO will reduce his salary to $1 for 2009. He will not receive
an annual bonus for 2008 and 2009.

e Consistent with this action, members of the GM Board of Directors will reduce
their annual retainer to $1 for 2009.

e 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. AsaBHC, 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:

e reduction in brands, nameplates and retail outlets, to focus available resources and
growth strategies on the company’s profitable operations;

e changes in wages and benefits to achieve full competitiveness with foreign
manufacturers in the U.S. by no later than 2012;

e changes in the company’s VEBA-related obligations;

e 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:
e full compliance with the 2007 Energy Independence and Security Act, and
extensive investment in a wide array of advanced propulsion technologies;
e further manufacturing and structural cost reductions through increased
productivity and employment reductions;
e 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 0 o o 0
(% of GM Brands Above Industry Avg.) 100% 100% 100% b

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

Actual Plan
2000 2004 2008 2012

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

Workplace Safety - OSHA Lost Work Day

27.66 23.76 22.83 | Improved

Rate (Cases per 200,000 hrs) 0.54 0.27 0.12 LERICIES
U.S. Landfill-Free Manufacturing Sites 0 0 13 30
U.S. Employment (Hourly and Salaried) | 191,465 | 167,465 | 96,537 6755'%%%
U.S. Powertrain, Stamping and 59 64 47 33
Assembly Plants

U.S. Flexible Plants (Assembly Only) 22% 26% 60% 77%

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
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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

50 1

35.8%

r 35%

r 30%

L)

25%

Structural Cost ($ Billions)
9NUBAN