Delphi's future clouded by GM's troubles,
McTevia tells Tribune Chronicle
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WARREN - "A sad day" and "sick to my stomach" were among the reactions from Delphi Packard Electric
salaried retirees after Delphi Corp. won the right Wednesday to terminate the group’s health care and
life insurance coverage.

U.S. Bankruptcy Judge Robert Drain in Manhattan tentatively ruled that the auto parts supplier can
change the retirees' benefits under bankruptcy law, and that the cuts are justified given the company's
dire finances, its troubles finding financing and the overall state of the automotive industry.

"It is crystal clear to me that debtor is well within its business judgment in assuming that it will need to
eliminate the projected (post-retirement benefits) liability, which is projected at $1.1 billion, in order to
reorganize," Drain said in making his ruling.

The Troy, Mich.-based company wants to cut off the benefits for retirees under age 65 effective April 1.
Before it does, Drain said the 15,000 affected retirees can form a committee to investigate if certain
retirees, such as those who were on disability before their retirement, have the right to negotiate with
the company before it can terminate their benefits.

The committee will present its findings to Drain at a March 11 hearing.

A male retiree who declined to be identified said the decision left him "sick to my stomach. | can't
believe they'd do this to us."

The ruling was a "sad day," Bazetta resident John Wyko said, noting retirees in their 50s "are going to
absolutely killed™" with the cost of buying their own health care before qualifying for Medicare health
coverage at 65.

Wyko, 63, and other retirees warned about the local financial impact once they have to spend $666 a
month in his case for single coverage to as much as $1,500 for some couples to buy their coverage.



"Those are dollars people would spend on cars, groceries, clothing, utilities. | think you'll see people
really pulling back," he said, adding that he and his wife already are "rejuggling the budget. | think the
ripple effect will be devastating in this area."

Wyko said that after he worked 34 1/2 years for local Delphi division Packard Electric, Delphi "turned
out to be the enemy in the end."

Some retirees said the ruling makes them worried the company next may try to dump their pension plan
onto the federal insurer known as the Pension Benefit Guaranty Corp., which typically cuts the amount
retirees get each month.

John Russo, co-director of Youngstown State University's Center for Working-Class Studies, said such a
move wouldn't surprise him.

"Now that they have concessions from salaried workers, it wouldn't be unexpected for them to move
toward dumping pensions on the PBGC or getting rid of hourly health care and pensions,” he said.

Russo said Delphi remains in a precarious position because it still relies on cash-strapped General
Motors Corp., its former parent, for much of its parts orders and financing.

GM's troubles, plus the weakened condition of Delphi's North America operations after the parts maker
moved much of its production overseas, has "hollowed out" Delphi and exposed it to liquidation, not
just restructuring, he said.

"That could mean more plant closings, more movement of work offshore, fewer contracts with GM and
a very much downsized Delphi in North America, not worldwide," Russo said.

Bankruptcy consultant James McTevia agreed Delphi's future is clouded by GM's own troubles. He said
he's more pessimistic now than he was in November that GM can avoid Chapter 11 bankruptcy.

"If I were a betting man, I'd say GM has much more likelihood of going into Chapter 11 reorganization™
than not, he said.

Michigan's two senators said Tuesday that an auto task force is leaning against bankruptcy as an option
for GM. However, McTevia said he believes the government, which already has extended GM $13.4
billion in loans, is starting to think a bankruptcy may be better than propping up the auto company.

"It's much better for taxpayers' money to be used to provide debtor-in-possession financing (in
bankruptcy) for GM and backing warranties on vehicles than trying to keep them out of bankruptcy," he

said.

If GM doesn't make it, "the chances of Delphi making it are very remote," he said.



