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THE ADMINISTRATION’S AUTO BAILOUTS AND
THE DELPHI PENSION DECISIONS: WHO
PICKED THE WINNERS AND LOSERS?

Tuesday, July 10, 2012,

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TARP, FINANCIAL SERVICES, AND
BAILOUTS OF PUBLIC AND PRIVATE PROGRAMS,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,
Washington, D.C.

The subcommittee met, pursuant to call, at 10:03 a.m., in Room
2247, Rayburn House Office Building, Hon. Patrick T. McHenry
[chairman of the subcommittee] presiding.

Present: Representatives McHenry, Guinta, Ross, Quigley,
Maloney, and Speier.

Also Present: Representatives Turner, Kelly, Johnson, and
Cummings.

Staff Present: Will L. Boyington, Majority Staff Assistant; Molly
Boyl, Majority Parliamentarian; Drew Colliatie, Majority Staff As-
sistant; John Cuaderes, Majority Deputy Staff Director; Adam P.
Fromm, Majority Director of Member Services and Committee Op-
erations; Linda Good, Majority Chief Clerk; Tyler Grimm, Majority
Professional Staff Member; Christopher Hixon, Majority Deputy
Chief Counsel, Oversight; Jaron Bourke, Minority Director of Ad-
ministration; Kevin Corbin, Minority Deputy Clerk; Ashley
Etienne, Minority Director of Communications; Devon Hill, Minor-
ity Staff Assistant; Jason Powell, Minority Senior Counsel; Brian
Quinn, Minority Counsel; Safiya Simmons, Minority Press Sec-
retary; and Davida Walsh, Minority Counsel.

Mr. McHENRY. The Committee will come to order.

This hearing is entitled The Administration’s Auto Bailouts and
the D(?)lphi Pension Decisions: Who Picked the Winners and the
Losers?

We have a distinguished panel before us today, but it is always
the order of this Subcommittee by reading the Oversight and Gov-
ernment Reform Committee’s mission statement. The Oversight
Committee mission statement: We exist to secure two fundamental
principles: first, Americans have a right to know that the money
Washington takes from them is well spent and, second, Americans
deserve an efficient, effective government that works for them.

Our duty on the Oversight and Government Reform Committee
is to protect these rights. Our solemn responsibility is to hold gov-
ernment accountable to taxpayers, because taxpayers have a right
to know what they get from their government. We will work tire-
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lessly in partnership with citizen watchdogs to deliver the facts to
the American people and bring genuine reform to the Federal bu-
reaucracy.

And that is what this hearing is about, the auto bailout decision
and the winners and the losers that resulted from this.

We have a distinguished panel here today, and I will begin by
recognizing myself for five minutes.

Today’s hearing is about the transparency in government and
fulfilling this Committee’s commitment to provide the American
people with answers and accountability. When Congress passed the
Troubled Asset Relief Program, known as TARP or the bailouts, in
October of 2008, at the height of the financial crisis, it was de-
signed with a specific purpose: to take toxic assets off the books of
large banks and financial institutions.

While today’s intention is not to re-litigate TARP or the bailouts,
it is important to discuss their consequences and, indeed, there are
consequences. When the Government orchestrates a bailout, it is
clear that there will be both winners and losers.

While some of my colleagues will spend a great deal of time talk-
ing about bailout winners, it is unlikely that you will hear them
spend much time talking about the bailout losers.

Although their losses were significant, we are not here to discuss
bond holders, who took a haircut in the auto bailout. We are here
today to focus on non-unionized retirees at Delphi, who watched
part of their pensions disappear while some of their coworkers were
made whole. Those coworkers whose pensions were left intact were
members of the United Auto Workers Union and they are clear
winners of the auto bailouts.

A recent study from one of today’s witnesses, George Mason Uni-
versity law professor Todd Zywicki, calculated that United Auto
workers received approximately $26 billion from taxpayers via the
auto bailouts that they would not have received had they been
treated according to standard bankruptcy principles. Mr. Zywicki is
a witness here today and we look forward to hearing from him.

When the Pension Benefit Guaranty Corporation terminated the
pensions of all Delphi retirees, General Motors agreed to top-up, or
make whole, their obligations to unionized workers. At the same
time, the non-unionized workers took significant cuts in their pen-
sions.

Despite the fact that GM’s promise to the Union could have been
thrown out in bankruptcy, like so many of GM’s other non-union-
ized commitments were, the Union agreement was kept in place.
That was a decision made by the Government.

The Special Inspector General for the Troubled Asset Relief Pro-
gram has been seeking answers to questions about the irregular-
ities of the Delphi pension decisions. Ms. Romero is a witness here
today as the Special Inspector General for TARP.

We are here today because for over a year three of the key fig-
ures involved in the GM and Chrysler bailouts have refused to
meet with the Special Inspector General. I am grateful that they
showed today, and we are very interested in hearing their testi-
mony and the reasons for not meeting with the Special Inspector
General.
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On May 9th, the Special Inspector General notified the Com-
mittee that three former Obama Administration officials before us
today, Mr. Bloom, Mr. Feldman, and Mr. Wilson, had been unco-
operative with the Special Inspector General’s audit. These three
individuals come from diverse backgrounds and possess different
expertise, but together represent leading figures from President
Obama’s Auto Task Force. All three of these individuals made piv-
otal decisions which are projected to cost taxpayers $23 billion and
have left many Delphi retirees with drastically reduced pensions,
while preserving full pensions for Delphi’s unionized retirees.

These are the consequences of the bailouts.

So, with that, I would recognize the Ranking Member, Mr.
Quigley of Illinois, for five minutes, and following that I will recog-
nize Mr. Turner from Ohio for five minutes for an opening state-
ment, and if the gentleman would like five additional minutes, we
would be willing to grant that.

Mr. QUIGLEY. Thank you, Mr. Chairman. I appreciate that. I am
sure it won’t be necessary in today’s hearing. I want to thank the
Chairman for holding this hearing.

No one understands or appreciates the importance of trans-
parency and strong oversight in government more than members of
this Committee. Congress created the Office of Special Inspector
General for the Troubled Asset Relief Program, SIGTARP, and
members of Congress asked SIGTARP to perform its Delphi audit.

Unfortunately, SIGTARP’s audit has been stalled because they
have not been able to interview three of the witnesses here today,
Ron Bloom, Matt Feldman, and Harry Wilson, who are all former
members of the Administration’s Auto Task Force.

In preparation for this hearing, the Democratic staff spoke with
all three individuals and discovered they are willing to be inter-
viewed by SIGTARP. This is a positive development and I am glad
that SIGTARP will now be able to complete its audit.

SIGTARP’s audit should complement the thorough work GAO
has already completed on the Delphi pension issue. GAO published
its findings on Delphi pensions in December of 2011. The GAO con-
cluded that “Treasury deferred to GM’s business judgment and that
Treasury did not explicitly approve or disapprove of GM providing
top-ups.” Those are conclusions supported by the evidence gathered
by GAO.

Today I am looking forward to hearing an update from SIGTARP
on the progress of its audit, and I will be eager to read its final
report upon completion.

But the most important conclusion that should be drawn from
the Auto Task Force actions is that they helped save more than a
million American jobs. As President Obama recently said, I was
betting on the American worker and I was betting on American in-
dustry, and three years later the American auto industry is coming
roaring back.

Thank you, Mr. Chairman. One second.

[Pause.]

Thank you, and I yield back.

Mr. McHENRY. I thank the Ranking Member. In the Ranking
Member’s opening statement he suggested what we received in an
email at 5:46 yesterday from the Minority staff, that you have a
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commitment from the three Auto Bailout Task Force members
today that they will meet with SIGTARP and fulfill that request
that has been longstanding with them, and I thank the Ranking
Member for getting those commitments and I thank the Minority
staff for getting those commitments because it has been well over
a year in the works of SIGTARP trying to get Mr. Bloom, Mr. Feld-
man, and Mr. Wilson to submit themselves for depositions.

With that, I would like to enter into the record the time line of
interview requests from SIGTARP, beginning on May 5th of 2011
and going through May 16th of 2012, including an email we re-
ceived last night at 9:40 p.m. from SIGTARP explaining that the
three witnesses in question had no communications of any sort, in-
dicating that they will make themselves available for the requested
interviews in conjunction with our audit.

So without objection, those two documents will be entered into
the record.

Mr. McHENRY. Again, this is bipartisan work and I appreciate
the willingness, Mr. Quigley, of you and Minority staff and counsel
to get those commitments, so we are hopeful that transparency is
served from that, and I know the gentleman has been very active
on those issues of transparency and government. So thank you.

With that, I will recognize Mr. Turner of Ohio, who has been a
leader on the subject matter of this hearing, for five minutes for
the purposes of an opening statement.

Mr. TURNER. Thank you, Mr. Chairman. I would like to thank
you and Chairman Issa and, of course, Chairman Jordan for the
work that has been done on this issue and for holding this impor-
tant hearing today.

Today’s hearing continues our efforts to uncover why the Treas-
ury Department, the Auto Task Force, and the Pension Benefit
Guaranty Corporation chose to terminate the hard-earned pensions
of Delphi salaried retirees in the course of its multibillion dollar
taxpayer-funded bailout of General Motors.

Contrary to what the Vice President said recently on one of his
campaign stops, that these retirees are doing fine, they are not
doing fine. Thousands of retirees lost their pensions, many of which
are in my community in Dayton, Ohio, as a result of the Adminis-
tration’s decisions during the auto bailout.

Appearing on CNN this Sunday, White House Chief of Staff Jack
Lew proclaimed that this Administration is the most transparent
ever. Well, not on this issue, and we are going to find out why
today.

Understandably, I have serious concerns about how this Admin-
istration, including the three members of the Auto Task Force we
have before us, have continued to stonewall, provided silence on
these issues, and repeated failures to disclose information that are
critical to the issues that have affected almost 20,000 people across
the Country and that was done with taxpayers’ dollars. This is not
a venture that was undertaken with your own money, it was un-
dertaken with taxpayers’ money. And the openness that this Ad-
ministration promised needs to be enforced.

In part, we are here today because the three former Auto Task
Force members refused to meet with, speak to, or testify before the
Special Inspector General for the TARP program. It is my hope
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that we will shed light on who within the Administration made the
decision to cut the hard-earned retirement benefits of these Delphi
salaried retirees and that perhaps the Administration’s policy of
denying access to this information, hiding behind backroom deals
stops.

I want to thank Christy Romero and SIGTARP for being here
today and for your honesty in your letter. You wrote us a letter
that said that SIGTARP believes that the Auto Task Force played
a role in the pension decision and these individuals’ failure to
speak to SIGTARP on this issue poses a significant obstacle to
SIGTARP’s ability to complete this audit. And then you acknowl-
edged that you didn’t have an ability to subpoena these three gen-
tlemen to make them testify.

You also acknowledge in your written testimony that you com-
menced this as a result of several members of Congress, including
myself, asking you to undertake the audit to get questions an-
swered about how this process went forward.

Mr. Bloom, Mr. Feldman, and Mr. Wilson, the happy train of si-
lence and refusing to answer questions ends today. You have been
summoned before Congress because of your refusal to answer
SIGTARP’s questions because they didn’t have the ability to compel
you. You are here today because you know we do. You didn’t come
here because you believed you wanted to share information with
Congress; you were brought here because of your refusal to share
the information that the American public is entitled to hear as a
result of taxpayers’ dollars that were used in the auto bailout of
General Motors and thousands of people that lost their pensions.
There is an accountability here.

Now, you are going to take an oath when you testify today. This
is not a political proceeding; this is a legal proceeding. You will be
testifying; you will not be giving speeches. That is why you are
sworn in. It is called testifying before Congress. And in that I want
you to rise to the level of understanding what the obligation is. It
means that if you don’t speak truthfully in front of us, that obvi-
ously you can be subject to perjury or disbarment or other types
of consequences, because Congress takes people appearing before
us seriously.

Now, we are hearing and we are looking forward to hearing from
you, that you are now willing to cooperate, and I want you to also
be aware that during that process of supposedly cooperating with
SIGTARP, we have the ability to continue to enforce it. We have
the ability to bring you in for depositions under oath, bring you
back before Congress again. If the information you provide is not
complete and is not thorough, you will continue to have your happy
train of silence met here with Congress, where the American peo-
ple require answers, because you served in a public position with
public dollars and public obligations, and today we are going to
have public questions.

Thank you, Mr. Chairman.

Mr. McHENRY. I thank the gentleman from Ohio.

Members will have seven days to submit opening statements for
the record.

We will now recognize our panel of witnesses today.
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The Honorable Christy Romero is the Special Inspector General
for the Troubled Asset Relief Program, United States Department
of Treasury; Mr. Ron Bloom, Mr. Matthew Feldman, and Mr. Harry
Wilson are all former members of the Automotive Task Force at
the United States Department of Treasury; Ms. Nikki Clowers is
the Director of Financial Markets and Community Investment at
the Government Accountability Office. Thank you for your service.
Mr. Todd Zywicki is a professor of law at George Mason University
School of Law and a senior scholar at the Mercatus Center.

As you all well know, this Committee swears in witnesses before
their testimony, so if you would all please rise and raise your right
}ﬁangs, you will be sworn before your testimony. Raise your right

and.

Do you solemnly swear or affirm that the testimony you are
about to give will be the truth, the whole truth, and nothing but
the truth?

[Witnesses respond in the affirmative.]

Mr. McHENRY. You may be seated.

Let the record reflect that the witnesses answered in the affirma-
tive.

You all are well practiced at testifying before Congress. As you
well know, we have the light system here. Green means, as we
know from traffic schools or, if you have tickets, repeated traffic
schools, green means go; yellow means hurry up; and red means
stop. You have five minutes to summarize your testimony in order
to allow for discussion and questions afterwards.

We will begin with Ms. Christy Romero for five minutes.

WITNESS STATEMENTS

STATEMENT OF THE HONORABLE CHRISTY ROMERO

Ms. RoMERO. Chairman McHenry, Ranking Member Quigley,
and members of the Committee, I am very honored to appear be-
fore you today and very much want to thank you for holding this
hearing.

SIGTARP was created to protect the interest of those who funded
TARP, and that is the American taxpayers, and an important part
of SIGTARP’s mission is to bring transparency to decisions that
were made by the Government in the wake of the financial crisis.
By examining the past, we can take advantage of lessons learned
so that we can better protect taxpayers in the future. In addition,
taxpayers have an absolute right to know the decisions that went
into how TARP dollars were spent.

The Government provided approximately $80 billion in TARP
funds in the auto bailout, and SIGTARP has brought transparency
to decisions made by Treasury and the Auto Task Force in the auto
bailout. We seek to bring greater transparency to GM’s decisions
to provide funds to top-up the pensions of certain hourly workers
who were at Delphi Corporation, who were formerly employed by
GM, and who were represented by one of three unions.

We are conducting an audit review of Treasury’s role in that de-
cision and whether the Auto Task Force pressured GM to provide
additional funding for those pensions. We have closely coordinated
with GAO, who conducted similar, but not duplicative, reviews.
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We have experienced significant delay by the refusal to be inter-
viewed by the three former Treasury officials who served on the
Auto Team: Mr. Bloom, Mr. Wilson, and Mr. Feldman. The former
co-head of the Auto Team, Mr. Rattner, only agreed to be inter-
viewed this May. These individuals were heavily involved in the
TARP assistance to GM and GM’s restructuring, and have knowl-
edge about the pension issues.

We first requested from Treasury interviews of these former
Treasury officials in May 2011. Months later Treasury told us that
the individuals would not meet with SIGTARP, while other mem-
bers of the Auto Team would. We contacted these individuals di-
rectly while reviewing documents and interviewing other witnesses.
We asked Treasury to speak to these former Treasury officials
about the importance of cooperating with SIGTARP. When it be-
came clear that the individuals would not agree to be interviewed,
we informed this Committee.

The lack of cooperation by these former Treasury officials has
significantly protracted SIGTARP’s review. We were forced to look
elsewhere for the information. While we continued to request their
cooperation, we reviewed more than 100,000 pages of documents,
but those documents do not provide a complete picture. We often
find in our audits a lack of detailed and complete documentation
of decision-making related to TARP. Many discussions and deci-
sions are made in meetings and telephone calls; interviews of gov-
ernment officials are essential to gain a complete picture. Docu-
ments such as emails simply do not tell the whole story.

We interviewed others who might have information. We inter-
viewed 43 current and former officials from GM, Delphi, three
unions, PBGC, the Auto Team, and DSRA, which represents cer-
tain Delphi salaried workers whose pensions GM did not top-up.
Information from these witnesses and documents led SIGTARP to
determine that Mr. Wilson, Mr. Feldman, and Mr. Bloom were the
government officials who were involved in the Delphi pension deci-
sion and discussions.

SIGTARP does not have the ability to compel witness testimony.
There is no valid reason for these former Treasury officials to
refuse to be interviewed. Treasury suggested that SIGTARP’s inter-
views are unnecessary because GAO already determined Treasury’s
role and because Mr. Wilson and Mr. Feldman were deposed in GM
and Delphi’s bankruptcies. GAO did not conduct interviews of
Treasury’s role or whether there was any pressure by the Auto
Team, instead deferring to SIGTARP. Also, we have read the depo-
sitions and still find it necessary to conduct the interviews.

The refusal by these former Treasury officials to speak to
SIGTARP poses a significant obstacle to our ability to complete the
audit and to taxpayers gaining a full understanding of the discus-
sions and considerations in GM’s decision. Our need to speak with
them is significant. That is balanced with the fact that there is no
hardship for these individuals to come talk with us. Other impor-
tant and very busy government officials have been interviewed by
SIGTARP, including Secretary Geithner, former Secretary Paulson,
Chairman Bernanke, and former Chairman Bair.

Also, and this is very important, it sets a dangerous precedent
if former Treasury officials who worked on TARP programs are al-
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lowed to evade SIGTARP’s oversight and refuse to be interviewed.
Such a precedent could potentially impact all of our ongoing and
future audits. Most of the government officials who worked on
TARP have since left government service.
I want to thank the Committee for always supporting SIGTARP,
and I am available to answer any questions that you have.
[Prepared statement of Ms. Romero follows:]
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Chairman McHenry, Ranking Member Quigley, members of the Committee, I want to
thank the Committee for its continued support of SIGTARP. I want to thank you for inviting me to
testify today regarding TARP investments in the automotive industry and SIGTARP’s audit of the
decision making relating to General Motors’ (“GM™)! topping-up the pensions of certain hourly
employees of Delphi Corporation. Delphi was GM’s components manufacturing division that was
spun off from GM in 1999 and has since been GM’s largest auto parts supplier. I will address
today the significant work that SIGTARP has conducted on our audit. 1will also address the
refusal by three former Treasury officials on the Auto Team to provide information to SIGTARP,
which is preventing us from completing our audit. Thave included additional background on the
auto bailouts, the history of GM’s agreements related to Delphi employees’ pensions, and the
current status of the TARP assistance to the auto industry, which is still very much alive today.

SIGTARP’s mission is to serve the interest of all taxpayers who funded TARP through
transparency, coordinated oversight, and robust enforcement. Today’s hearing involves two of
those critical mission areas — transparency and coordinated oversight. SIGTARP provides
transparency of the financial crisis and the Government’s response to the financial crisis so that we
can all learn from lessons of the past in order to better protect taxpayers in the future.
Transparency is also important because taxpayers who shouldered the burden and risk of TARP
have an absolute right to know how these funds are spent, and the decision making behind TARP
spending.

Coordinated oversight is a key component of SIGTARP’s mission because the TARP

bailout morphed into 13 subprograms of more than $400 billion spent for banks, the auto industry,

! For the purposcs of this testimony, prior to July 10, 2009, “GM” refers to General Motors Corporation, the entity that
filed bankruptcy. References to “GM” on and after July 10, 2009 refer to General Motors Company, the entity that
acquired substantially all of the assets from General Motors Corporation.
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housing, securities markets, and AIG. SIGTARP and GAO are in constant communication to
closely coordinate our efforts so that we can leverage each other’s expertise and resources, cover
the full playing field, and avoid unnecessary duplication.

SIGTARP and GAO undertook a closely coordinated review of the events that resulted in
GM’s decision to top-up the pensions of certain hourly employees but not salaried employees at
Delphi. Both groups of employees were previously covered under GM’s pension plans when
Delphi was a GM subsidiary. SIGTARP initiated its audit after receiving two separate requests
from members of the House Committee on Oversight and Government Reform, Congressman
Michael R. Turner (R-OH) and former Congressman Christopher J. Lee (R-NY)AZ Prior to
initiating this audit, SIGTARP learned from GAO that it was also reviewing the Pension Benefit
Guaranty Corporation’s (“PBGC”) termination of the Delphi pensions. In order to avoid
duplication and ensure a full review, SIGTARP and GAO agreed to split the work, with GAO
taking the lead on PBGC’s termination of the pensions and related issues, given its historical
expertise related to pensions, and SIGTARP taking the lead on Treasury’s role in the decision, and
whether the Administration or Auto Task Force pressured GM to provide additional funding for

the Delphi pensions, given SIGTARP’s expertise.

The Presidential Auto Task Force and Treasury’s Auto Team

On February 15, 2009, the President convened the Presidential Task Force on the Auto
Industry (“Auto Task Force”) to deal with the bailouts of GM and Chrysler and named Treasury
Secretary Timothy Geithner and National Economic Council Director Lawrence Summers to serve

as co-chairs. The President also named several cabinet-level officials from across the Executive

? SIGTARP has also received requests for information on the Delphi pension issue from Senator Debbie Stabenow,
Senator Roger Wicker, and Senator Charles Schumer.
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Branch to serve as members of the Auto Task Force. While the Auto Task Force was formed to
deal with Chrysler and GM, the day-to-day decisions and duties fell to a group of Treasury
officials known as the Auto Team. As reported in SIGTARP’s audit “Factors Affecting the
Decisions of General Motors and Chrysler to Reduce their Dealership Networks” (“Dealership
Audit”), the Auto Team had the responsibility of evaluating GM and Chrysler’s restructuring plans
and negotiating the terms of any further assistance.

The Auto Team was headed by Steven Rattner, the co-founder of a private equity firm, and
Ron Bloom, former investment banker and the head of collective bargaining for the United
Steelworkers Union. Mr. Rattner and Mr. Bloom reported directly to Auto Task Force co-chairs
Secretary Geithner and Larry Summers. Mr. Rattner left the team in July 2009, leaving Mr. Bloom
as the head of the Auto Team. The Auto Team had a staff of 15 people who were employed by

Treasury.

SIGTARP’s Process in Conducting its Audit

SIGTARP obtained and analyzed documents from Treasury, PBGC; GM; Delphi; the
Delphi Salaried Retirees Association (“DSRA™); the International Union, United Automobile,
Aerospace, and Agricultural Implement Workers of America (“UAW?™); International Union of
Electronic, Electrical, Salaried, Machine and Furniture Workers (“IEU”); and the United
Steelworkers of America (“USW”). These documents included memorandums, briefing slides,
contracts, court documents, correspondence, and other documentation. Additionally, SIGTARP
reviewed all relevant email correspondence obtained from Treasury, GM, and Delphi, including

both internal and external correspondence.
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In order to bring full and complete transparency to the American taxpayers in its audits,
testimony by witnesses is absolutely necessary and critical to SIGTARP’s review. One common
theme that runs through SIGTARP’s audits is that there was often a lack of detailed and complete
documentation of Government decision-making during the financial crisis and TARP. Documents
do not tell the whole story. Many decisions were made through in-person meetings and telephone
conversations (often at break-neck speed), necessitating witness testimony on all of the issues
considered, the roles of individuals and groups, and the rationale for decision making, among other
things. Because TARP spanned two Administrations and because many officials who worked on
TARP related issues have since left the Government, interviews of former Treasury or other
Government officials becomes critical to gaining a complete picture.

SIGTARP has interviewed 43 current and former officials from GM, Delphi, DSRA, all
three unions, PBGC, and Treasury, including Auto Team officials Steven Rattner, Sadig Malik,
and David Markowitz. However, these interviews do not provide a complete picture of the Auto
Team’s role. Information obtained from witnesses and documents ted SIGTARP to determine that
other members of the Auto Team including Harry Wilson and Matt Feldman were closely involved
in the Delphi pension issues and their testimony to SIGTARP is critical to determine the nature of
their involvement. Mr. Bloom’s role as the co-head of the Auto Team and, after July 2009, the

sole head of the Auto Team, is also critical.

Refusals for interviews
Despite SIGTARP’s multiple interview requests, the three former members of the Auto
Team who worked for Treasury, Mr. Bloom, Mr. Wilson, and Mr. Feldman, have refused to meet

with SIGTARP to provide information and answer questions concerning SIGTARP’s audit.
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Because each of these individuals is a former Treasury official, SIGTARP first requested
interviews through Treasury, and was told that these former Treasury officials would not appear
for interviews. SIGTARP then reached out directly to these former Treasury officials on muitiple
occasions to request interviews. These efforts culminated on April 30, 2012, when SIGTARP’s
General Counsel sent a letter to each of the three former Treasury officials stating that SIGTARP
had contacted them for assistance in our congressionally requested audit and that our
understanding was that each was refusing to appear to discuss his role, which SIGTARP would
report to Congress. Even then, these former Treasury officials have not appeared for an interview.
There is no valid reason for these former Treasury officials to refuse to be interviewed by
SIGTARP. Mr. Bloom, who was previously interviewed by SIGTARP related to our audit on the
termination of auto dealerships, has not provided a reason for refusing SIGTARP’s interview. Mr.
Wilson, in refusing to be interviewed told SIGTARP that he was incredibly busy and would be of
no help. Mr. Feldman, through his attorney, has provided a letter to this Committee suggesting
that his deposition in Delphi’s bankruptcy proceedings should provide a complete understanding of
Mr. Feldman’s work and erase the need for SIGTARP to speak with him. In that deposition,
Feldman stated that he had responsibilities across GM and Delphi and that he had been the “lead
person at Treasury on pension issues.” As we have told Mr. Feldman’s attorney, a prior deposition

in a bankruptey proceeding does not change SIGTARP’s need to interview him.*> Given the

* The presence of a deposition in a bankruptcy is not an excuse to prevent an Inspector General from obtaining
information. Mr. Feldman and Mr. Wiison were deposed in the summer of 2009, Mr. Bloom was not deposed. In
June 2011, Mr. Bloom testified before Congress about GM, but did not answer any questions related to Delphi
pensions, citing a private lawsuit brought against him by the DSRA. Mr. Bloom has since been dismissed as a party to
the lawsuit. We have read the depositions and find it necessary to speak to these members of the Auto Team.
SIGTARP does not represent the interest of any parties in the bankruptcy and should not be limited in its fact finding
fo questions asked by those partics. Moreover, certain relevant facts occurred after the depositions.
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objectives of SIGTARP’s review, interviewing the “lead person at Treasury on pension issues”
would be critical. SIGTARP’s General Counsel has informed me that SIGTARP does not have the
ability to compel witness testimony. These individuals’ refusal to speak to SIGTARP poses a
significant obstacle to SIGTARP’s ability to complete its audit and to taxpayers gaining a full

understanding of the discussions and considerations involved in GM’s decision.

SIGTARP’s Audit is Not Duplicative of GA€)’s Audits

GAO has confirmed to SIGTARP that it has not conducted an audit of the issues under
SIGTARP’s review. GAO has published two reports related to the Delphi pensions: a timeline of
events leading to the hourly pension top-up and a review of the PBGC termination of Delphi’s
hourly and salaried pension plans. In its December 2011 report, GAO reported, “Although
acknowledging the significant role Treasury played in GM’s restructuring, GM and Treasury
officials stated that Treasury’s role was advisory concerning GM’s decisions not to take on
additional Delphi pension liabilities but to honor the top-up agreements with some unions.” GAO
confirmed with SIGTARP that they did not interview the Auto Team on the issues being reviewed
by SIGTARP, but rather made the statement about the “advisory role” based on statements made
in the bankruptcy depositions and by current Treasury employees who were not involved in GM’s
decision on Delphi pensions. GAO’s report footnotes that SIGTARP is reviewing the role of the

Treasury and the Auto Task Force.

Background on Delphi Spin-Off
In 1999, Delphi was spun off from GM. Delphi maintained a close relationship with GM

and remained a crucial part of GM’s supply chain. Delphi has since been GM’s largest supplier of
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automotive systems, components, and parts, and GM has been Delphi’s largest customer with
annual purchases that ranged from approximately $6.5 billion to approximately $10.2 billion
between 2005 and 2008.

At the time of the Delphi spin-off, about 95 percent of all Delphi hourly employees were
represented by unions, including the UAW, IUE, and USW. UAW was the largest union and
represented roughly 72 percent of Delphi’s union workforce, followed by the TUE and the USW
representing 24 percent and 4 percent, respectively. At the time, Delphi’s salaried employees
were not represented by a union or organized as a group or association.

When Delphi was spun-off from GM in 1999, GM agreed to guarantee the pension benefits
of select Delphi hourly retirees should their pension plans ever be terminated or their benefits
capped. Under the 1999 agreements, in the event Delphi ceased to do business or experienced
financial distress and terminated or froze its pension plans, GM would provide those UAW, TUE,
and USW Delphi retirees who had worked at GM prior to the spin-off with the same pension
benefits provided to the unions’ GM retirees. Further, any reduction in the benefits GM provided
to the unions” GM retirees would reduce GM’s obligation to the unions’ Delphi retirees. Delphi’s
salaried retirees and other hourly retirees who had worked at GM prior to the spin-off were not
given pension benefit guarantee agreements. The GM agreements with UAW, IUE, and USW
Delphi retirees were scheduled to expire in 2007.

In 2005, Delphi filed for bankruptcy, a bankruptey that would last until October 2009. In
2007, with Delphi still in bankruptcy, GM entered into a memorandum of understanding that
extended the unions’ pension benefit guarantees. In 2007, GM also agreed, subject to certain
conditions, to assume all of Delphi’s hourly pension plans in two tranches. In September 2008, in

the first tranche, the pensions of about 24 percent of Delphi’s hourly plan participants amounting
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to $2.4 billion in pension liability was transferred to GM’s hourly pension plan. As a result, those
Delphi hourly employees whose pensions were transferred were no longer part of Delphi’s hourly
pension plan. The second tranche, a liability estimated at $3.2 to $3.5 billion, was due to be
transferred to GM if Delphi consummated its planned bankruptcy reorganization. However, the
reorganization did not occur and, therefore, GM decided not to assume the second tranche. In
September 2008, Delphi froze and ceased funding the salaried pension plan and then in November
2008, it froze and ceased funding the hourly pension plan.

Delphi’s pension plans were insured by PBGC, a Government-backed pension insurer,
which places liens on companies” assets when they do not adequately fund their pension plans.
After Delphi’s failure to make required minimum pension contributions in 2008, PBGC placed
liens on certain Delphi assets. Further, in December 2008, Delphi disclosed that its pension plans

may need to be terminated by PBGC.

Background of the Auto Bailout and the Auto Team

In November 2008, the CEOs of the big three U.S. automakers (GM, Ford, and Chrysler)
testified before Congress asking the Government on behalf of their respective companies for
billions of dollars in taxpayer assistance. Without the assistance, they argued their companies
would not be able to remain solvent and continue their operations in the wake of the financial
crisis. In testimony before the Senate Banking Committee on November 18, 2008, Rick Wagoner,
then-CEQ of GM, said that if the domestic auto industry were allowed to fail, “the societal costs
would be catastrophic: three million jobs lost within the first year, U.S. personal income reduced
by $150 billion, and a government tax loss of more than $156 billion over three years... not to

mention the broader blow to consumer and business confidence.”
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On December 18, 2008, Treasury made the decision to make TARP money available to the
U.S. auto industry and created TARP’s Automotive Industry Financing Program (“AIFP”) and two
additional TARP programs supporting the auto industry. According to Treasury, it made this
decision to use TARP funds for AIFP to “prevent a significant disruption of the American
automotive industry, which would pose a systemic risk to financial market stability and have a
negative effect on the economy of the United States.” Over the next several months and years,
Treasury provided a total of $79.7 billion to bailout GM, Ally Financial (formerly GMAC),
Chrysler, and Chrysler Financial.* Of the $79.7 billion in TARP funds disbursed, GM received
$50.2 billion, Ally received $17.2 billion, Chrysler received $10.9 billion, and Chrysler Financial
received $1.5 billion.”

Treasury first provided GM with a $13 4 billion TARP loan in December 2008 under AIFP
to help the company continue operating. The loan agreement required GM to submit a
restructuring plan for review and approval by the “President’s Designee” by February 17, 2009.

" to its collective bargaining

The loan agreement also required GM to make “Labor Modifications
agreement that were approved by the UAW, which had the effect of incorporating union
involvement in GM’s restructuring,7

On February 15, 2009, the President established the Auto Task Force. Two days later, as
SIGTARP reported in its Dealership Audit, GM and Chrysler submitted restructuring plans to the

Auto Team that called for a reduction in auto dealerships. GM also stated in its restructuring plan

* While Ford initially sought taxpayer assistance, Ford ultimately did not use any TARP funds when Treasuty made
funding available.

¥ Numbers may not total due to rounding.

© Labor Modifications were defined in the loan agreement as reductions in total compensation and changes in work
rales to be competitive with Nissan, Toyota, and Honda, and the elimination of compensation or benefits for
employees who have been fired or laid-off.

? The loan agreement notes that union approval of the Labor Modifications was required, Only the UAW’s approval
was required because the UAW was the only union representing active employees at GM in December 2008,

10
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that Delphi’s failure to address its underfunded pension plans and raise the financing needed to exit
bankruptcy would pose “a significant risk” to GM’s restructuring, and that GM had “no obligation
to absorb Delphi’s salaried pension plan.”

As SIGTARP reported in its Dealership Audit, the Auto Team worked with GM and
Chrysler to devise and implement a strategy for restructuring and negotiating the terms of any
further assistance. Brian Deese, who was Special Assistant to the President for Economic Policy
and an assistant to Lawrence Summers, served as a White House liaison to the Auto Team. On
March 30, 2009, the Auto Team released its response after reviewing the restructuring plans. The
Auto Team rejected both plans noting that GM’s proposed pace of closing dealerships was too
slow and was an obstacle to its viability. GM was given 60 days to submit a “more aggressive
plan.” The Auto Team concluded that Chrysler could succeed only if it developed a partnership
with another automotive company.

As reported in SIGTARP’s Dealership Audit, a Treasury document summarizing TARP’s
AIFP efforts noted that, although Chrysler and GM were on two different paths, “their best chance
of success may well require utilizing the bankruptcy code in a quick and surgical way.” According
to Treasury, this would not entail liquidation or a conventional bankruptcy. Instead a “structured”
bankruptey would function as a tool “to make it easier for Chrysler and General Motors to clear
away old liabilities.” In an internal memo, Auto Team officials reiterated that their goal was to
take advantage of the bankruptcy code to reject dealership franchise agreements without
significant upfront costs. Chrysler filed for bankruptcy on April 30, 2009. GM filed bankruptcy on
June 1,2009. As reported in SIGTARP’s Dealership Audit, during bankruptcy, both companies

accelerated their dealership termination process.
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GM’s Top-up of Pensions of Certain Delphi Hourly Retirees

In the month prior to GM filing bankruptcy on June 1, 2009, GM negotiated with the UAW
on a new collective bargaining agreement, with some negotiations occurring at Treasury in
Washington, D.C. Members of the Auto Team were involved in these discussions. Part of the
negotiations between GM and UAW included discussing Delphi pension issues. In July 2009,
PBGC terminated Delphi’s pension plans, which meant PBGC assumed responsibility for making
reduced pension benefit payments to both hourly retirees and salaried retirees. As part of GM’s
bankruptey restructuring, GM agreed to assume UAW’s Delphi pension benefit guarantee in GM,
but not the IUE and USW’s guarantees. After GM emerged from bankruptcy and its restructuring
was completed in July 2009, the newly emerged GM agreed to reestablish the IUE and USW’s
Delphi pension benefit guarantees.

Since October 2009, PBGC has paid Delphi’s hourly and salaried retirees statutorily
defined pension benefit payments that are often lower than retirees’ previously promised benefits.
Additionally, GM has topped-up the pension payments received by those UAW, IUE, and USW
retirees covered by the pension benefit guarantee agreements with supplemental payments, which
has increased the payments to their full promised benefit level. According fo an analysis
completed by GAO, Delphi’s pension plan participants total roughly 70,000 individuals, of which
41 percent are covered by a pension top-up. Figure 1 provides a breakdown of the participants

according to whether they are covered by GM’s top-up.8

¥ The hourly retirees not covered include anyone who never was qualified because they were not members of the
unions securing these agreements, were not members of the GM hourly plan prior to the spinoff, or lost their
qualifications because they had a break in their employment or otherwise lost their seniority. Individuals who would
otherwise be covered, but do not meet the retirement criteria of the plan, will also not receive top-ups. U.S.
Government Accountability Office, “GM Agreements with Unions Give Rise to Unique Differences in Participant
Benefits,” GAO-12-168, 12/15/2011.

12
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Figure 1: Delphi Retirees and Employees Covered by GM Top-Ups, by Plan

2,229
3%

Top-Up Recipients

# Hourly, top-up

# Hourly, no top-up
Salaried, no top-up

@ Other, no top-up

Source: PBGC and GM data via GAO

SIGTARP is missing key details regarding GM’s decision to top-up certain pensions. Mr.
Bloom, Mr. Feldman, and Mr. Wilson played key roles on the Auto Team, particularly with
respect to decisions made pertaining to GM. Without their information, SIGTARP does not have
sufficient facts to determine their role in the Delphi decision or to make a determination as to

whether there was any pressure on GM in that decision.

Current State of TARP’s Auto Bailout

During the financial crisis, Treasury, through TARP, provided $79.7 billion to support
automakers and their financing arms in order to “avoid a disorderly bankruptcy of one or more
auto [motive] companies.” Of the $79.7 billion in TARP auto funds used, GM received $50.2
billion (of which $23.2 billion has been repaid through proceeds from GM’s initial public offering,
preferred stock redemption and other loan repayments), Ally received $17.2 billion (of which $2.7
billion has been repaid), Chrysler received $10.9 billion (of which $8 billion has been repaid) and
Chrysler Financial received $1.5 billion (of which $1.5 billion has been repaid). Treasury has fully

13



22

divested itself from Chrysler and Chrysler Financial. Treasury recovered the full $1.5 billion
TARP investment in Chrysler Financial. Treasury suffered a $2.9 billion loss on its TARP
investment in Chrysler. Treasury still owns 32 percent of GM and 74 percent of Ally. That leaves
a total of $44.5 billion in TARP taxpayer auto funds still outstanding which includes the $2.9
billion loss on Chrysler.

General Motors

Treasury currently holds 32 percent of GM’s common stock. Through June 30, 2012,
Treasury had provided approximately $50.2 billion to GM. Of that amount, $20.1 billion was
provided before bankruptcy and $30.1 billion was provided as financing during bankruptcy.
During bankruptey proceedings, Treasury’s loans were converted into common or preferred stock
in GM or debt assumed by GM. In addition, Treasury has a claim arising from GM’s bankruptcy
but does not expect to recover any significant additional proceeds from this claim.

In November and December 2010, GM successfully completed an initial public offering
(IPO). As part of the IPO, Treasury sold 412.3 million common shares for $13.5 billion in net
proceeds reducing its number of common shares to 500.1 million and its ownership in GM from
60.8 percent to 33.3 percent. On January 13, 2011, Treasury’s ownership in GM was diluted from
33.3 percent to 32 percent as a result of GM contributing 61 million of its common shares to fund
GM’s hourly and salaried pension plans.

Chrysler

Chrysler is no longer in TARP and taxpayers suffered a $2.9 billion loss on the TARP
investment in Chrysler.

Through October 3, 2010, Chrysler received $10.9 billion from TARP: $4.4 billion before

bankruptcy to CGI Holding LLC — the parent company of Old Chrysler (the bankrupt entity) —

14
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and Chrysler Financial; $1.9 billion in financing to Old Chrysler during bankruptcy; and $4.6
billion to New Chrysler. In consideration for its assistance to Chrysler, Treasury received 9.9
percent of the common equity in New Chrysler.

On April 30, 2010, following the bankruptcy court’s approval of the plan of liquidation for
Old Chryster, the $1.9 billion loan was extinguished without repayment. In return, Treasury
retained the right to recover proceeds from the sale of assets that were collateral for the loan from
the liquidation of Old Chrysler assets. Of the $4.4 billion lent to Old Chrysler’s parent company,
CGI Holding LLC, before bankruptcy, $500 million of the debt was assumed by New Chrysler
while the remaining $3.9 billion” was held by CGI Holding LLC. On May 14, 2010, Treasury
accepted $1.9 billion in full satisfaction of its $3.5 billion loan to CGI Holding LLC.

On July 21, 2011, Treasury sold to Fiat for $500 million Treasury’s remaining equity
ownership interest in New Chrysler. Treasury also sold to Fiat for $60 million Treasury’s rights to
receive proceeds under an agreement with the UAW retiree trust pertaining to the trust’s shares in
New Chrysler. Treasury also retains the right to recover proceeds from Old Chrysler’s bankruptcy,
but, according to Treasury, it is unlikely to fully recover its $1.9 billion loan.

Allv Financial, formerly known as GMAC

Treasury currently holds approximately 74 percent of Ally Financial’s common stock and
$5.9 billion worth of mandatorily convertible preferred shares.

On December 29, 2008, Treasury purchased $5 biltion in senior preferred equity from
GMAC and received an additional $250 million in preferred shares through warrants that Treasury

exercised immediately at a cost of $2,500. In January 2009, Treasury loaned GM $884 million,

? Of this $3.9 billion, $0.4 billion were funds received under the Auto Supplier Support Program and the Auto
Warranty Commitment Program.
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which it invested in GMAC. In May 2009, Treasury exchanged this $884 million debt for a 35.4
percent common equity ownership in GMAC.

On May 21, 2009, Treasury made an additional investment in GMAC when it purchased
$7.5 billion of mandatorily convertible preferred shares and received warrants that Treasury
immediately exercised for an additional $375 million in mandatorily convertible preferred shares
at an additional cost of approximately $75,000.

On December 30, 2009, Treasury invested another $3.8 billion in GMAC, and Treasury
received $2.5 billion in trust preferred securities and $1.3 billion in mandatorily convertible
preferred shares. Treasury also received warrants, which were immediately exercised, to purchase
an additional $127 million in trust preferred securities and $62.5 million in mandatorily
convertible preferred shares at an additional cost of approximately $1,270 and $12,500,
respectively. Additionally, Treasury converted $3 billion of its mandatorily convertible preferred
shares into GMAC common stock, increasing its common equity ownership from 35.4 percent to
56.3 percent.

On December 30, 2010, Treasury announced the conversion of $5.5 billion of its
mandatorily convertible preferred shares in Ally Financial to common equity, increasing
Treasury’s ownership stake in Ally Financial’s common equity from 56.3 percent to 73.8 percent.
On March 7, 2011, Treasury sold $2.7 billion in trust preferred securities in Ally Financial in a
public offering, resulting in $2.7 billion in total proceeds to Treasury.

On March 31, 2011, Ally Financial filed a Form S-1 Registration statement for an initial
public offering with the Securities and Exchange Commission (“SEC”). The document includes a
prospectus relating to the issuance of Ally Financial common stock. Ally Financial stated that the

proposed IPO would consist of “common stock to be sold by the U.S. Department of the

16
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Treasury.” Treasury agreed to be named as a seller but retained the right to decide whether to sell
any of its 73.8 percent ownership of Ally Financial’s common stock and in what amounts.

Chrysler Financial

Chrysler Financial is no longer in TARP, having fully repaid the TARP investment. In
January 2009, Treasury loaned Chrysler Financial $1.5 billion under AIFP to support Chrysler
Financial’s retail lending. On July 14, 2009, Chrysler Financial fully repaid the loan.

GM and Ally Financial Going Forward

1t is unclear how much taxpayers will recover from its TARP investments in GM and Ally
Financial. Treasury has not sold any of its GM shares since 2010, In SIGTARP’s April 2012
Quarterly Report, we noted that Treasury will need to sell its approximately 500 million shares in
GM at $53.98 per share to break even. If the $756.7 million in dividends and interest received by
Treasury is included in this computation, then Treasury will need to recover $26.2 billion in
proceeds, which translates into a break-even price of $52.39 per share, not taking into account
other fees or costs associated with selling the shares. Over the past 18 months, GM’s stock has
closed at a high of $38.98 on January 7, 2011, and a low of $19.05 on December 19, 2011. GM’s
stock price last week was selling at $20.51 on Thursday (July 5, 2012) last week.

Ally has not conducted its IPO despite filing its S-1 Registration statement with the SEC on
March 31% of last year. Recently, on May 14, 2012, Ally announced that its mortgage subsidiary,
Residential Capital, LLC, and certain of its subsidiaries (“ResCap”) filed for bankruptcy under
Chapter 11 of the U.S, Bankruptcy Code. On a Treasury blog posting on May 14, 2012, the day of
ResCap’s bankruptey filing, Treasury Assistant Secretary Tim Massad said that “Ally Financial,
Treasury, and many independent analysts believed that it was possible to proceed with an initial

public offering of Ally, which would have enabled Treasury to begin exiting its common equity
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investment. However, Ally was forced to delay the IPO due to intensifying issues related to
ResCap’s legacy mortgage liabilities—old loans made during the days before the housing bubble
burst—and a general weakening in the IPO market... As with all of our investments, our objective
today is to exit in a manner that balances speed of recovery with maximizing returns for taxpayers.
We believe that by addressing the legacy mortgage liabilities at ResCap, the action taken today
will put taxpayers in a stronger position to maximize the value of their remaining investment in
Ally.”

SIGTARP will be monitoring Treasury’s progress in the weeks and months ahead. Market
conditions have slowed Treasury’s progress. In addition, due to the enormity of Treasury’s stake,
it could take a number of years for Treasury to sell at or above break-even. According to the
Congressional Oversight Panel (“COP”), the GM IPO was the largest [PO in U.S. history, and
Treasury holds more GM shares than it sold in that IPO. Even if Treasury were able to sell a
significant amount of its Ally stock in an IPO, as reported by COP, Treasury expects that it is
likely to take one to two years following the PO to dispose completely of Treasury’s ownership
stake. Both COP and GAO have suggested that Treasury decide whether it should sell its stock
below the break-even price. Although that would result in taxpayers getting out of these
investments more quickly, it would decrease taxpayer return. Treasury should develop a concrete
exit plan for GM and Ally.

I commend the Chairman, Ranking Member, and members of the Committee for its
commitment to transparency on this important issue. Iam pleased to answer any questions that

you may have.
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Mr. McHENRY. Thank you, Ms. Romero, and thank you for your
service to our Government.
Mr. Bloom, you are recognized for five minutes.

STATEMENT OF RON BLOOM

Mr. BLooM. Mr. Chairman and members of the Committee, good
morning. While I am here today at your request in my capacity as
a former Treasury official, I left the Treasury Department in Feb-
ruary of 2011 and left government service in September of 2011.
I am, therefore, not in a position to discuss events since February
2011 or anything concerning possible future actions.

During the period of my government service, I testified regarding
the Treasury’s automotive investments in front of the Senate Bank-
ing Committee on June 10th, 2009; the House Judiciary Commer-
cial and Administrative Law Subcommittee on July 21st, 2009; the
Congressional Oversight Panel on July 27th, 2009, and February
25th, 2010; and the House Subcommittee on Regulatory Affairs,
Stimulus Oversight, and Government Spending on June 22nd,
2011. In addition, I participated in numerous meetings and discus-
sions, and helped prepare and deliver written and oral responses
to countless inquiries of SIGTARP, GAO, Congressional Oversight
Panel, and individual elected officials and staff from both the
House of Representatives and the Senate.

I understand that the Committee has taken an interest in issues
regarding the pensions of certain former employees of the Delphi
Corporation. As you may know, I was named as a defendant in a
lawsuit in federal court regarding that issue. On September 2nd,
2011, T was dismissed from the case, as was Treasury and the
President’s Auto Task Force.

When President Obama took office, the American automobile in-
dustry was on the verge of collapse. In the year prior, the industry
lost over 400,000 jobs and, as 2008 came to a close, both GM and
Chrysler were running out of cash and faced the imminent pros-
pects of uncontrolled liquidations. The collapse of the U.S. auto in-
dustry posed a substantial risk to financial market stability and
the economy as a whole. Therefore, the previous Administration
provided $24.8 billion to the auto industry.

After studying the restructuring plan submitted by GM and
Chrysler, President Obama decided that he would not commit any
additional taxpayer resources to these companies without funda-
mental change and accountability. He rejected their initial plans
and demanded that they develop more ambitious strategies to re-
duce cost and increase efficiencies.

However, President Obama also recognized that failing to stand
behind these companies would have far-reaching consequences. GM
and Chrysler were supported by a vast network of auto suppliers
which employed three times as many workers and depended on the
automaker’s business to survive. An uncontrolled liquidation of a
major automaker would have had a cascading effect throughout the
supply chain, causing failures and job losses on a much larger
scale. Because Ford and other auto companies depended on those
same suppliers, the failure of the suppliers could have caused those
auto companies to fail as well. Also at risk were the thousands of



28

auto dealers across the Country, as well as small businesses in
communities with concentrations of auto workers.

It was this interdependence that led some experts at the time to
estimate that at least one million jobs could have been lost if GM
and Chrysler went under. Widely respected economist Mark Zandi
recently stated that 2.5 million jobs were at risk. These were grave
risks at a time when our economy was losing 750,000 jobs per
month; credit markets were still not functioning properly; bank
lending had contracted substantially and there was no chance of
securing private lending on a scale sufficient to save GM and
Chrysler.

To avoid uncontrolled liquidations, the President decided to give
GM and Chrysler a chance to show that they could take the tough
and painful steps to become viable companies. Working with their
stakeholders and the President’s Auto Task Force, both GM and
Chrysler underwent fair and open bankruptcies. This process re-
quired deep and painful sacrifices from all stakeholders, including
workers, retirees, suppliers, dealers, creditors, and the countless
communities that rely on a vibrant American auto industry. The
steps that the President took avoided a catastrophic collapse of the
entire auto industry and kept hundreds of thousands of Americans
working.

Today the American automobile industry is mounting a come-
back. In 2011, GM, Chrysler, and Ford increased their U.S. market
share for the second year in a row. Exports of motor vehicles in
2011 increased by 21 percent over 2010. This increase in market
share and exports has translated into more American jobs. Since
2009, the auto industry has added over 233,000 jobs, the fastest
pace of job growth in the auto industry since 1997. In addition,
since 2009, GM and Chrysler have announced investments totaling
over $11.5 billion.

In a better world, the choice to intervene in GM and Chrysler
would not have had to be made. But amidst the worst economic cri-
sis in a generation, the Administration’s decisions avoided dev-
astating liquidations and provided the American auto industry a
new lease on life and a real chance to succeed.

I am prepared to do my best to answer your questions.

[Prepared statement of Mr. Bloom follows:]
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Written Testimony of Ron Bloom, Former Senior Advisor to the Secretary of the Treasury
Before the House Subcommittee on
TARP, Financial Services and Bailouts of Public and Private Programs
July 10,2012

Chairman McHenry, Ranking Member Quigley, and members of the Subcommittee, good
morning.

While I am here today, at your request, in my capacity as a former Treasury official, 1 left the
Treasury Department in February of 2011 and left government service in September of 2011. |
am therefore not in a position to discuss events since February 2011 or anything concerning
possible future actions.

During the period of my government service, 1 testified regarding the Treasury’s automotive
investments in front of the Senate Banking Committee on June 10, 2009; the House Judiciary
Commercial and Administrative Law Subcommittee on July 21, 2009; the Congressional
Oversight Panel on July 27, 2009 and February 25, 2010; and the House Subcommittee on
Regulatory Affairs, Stimulus Oversight and Government Spending on June 22, 2011,

In addition, [ participated in numerous meetings and discussions and helped prepare and deliver
written and oral responses 1o countless inquiries of SIGTARP, GAO the Congressional
Oversight Panel and individual elected officials and staff from both the House of Representatives
and the Senate.

[ understand that the Committee has taken an interest in issues regarding the pensions of certain
former employees of the Delphi Corporation. As you may know, I was named as a defendant in
a lawsuit in federal court in Michigan (Black et al. v. PBGC et al.). On September 2, 2011, | was
dismissed from the case, as was Treasury and the President’s Auto Task Force.

Background on Auto Industry Involvement

When President Obama took office, the American automobile industry was on the brink of
collapse. Access to credit for car loans dried up and U.S. auto sales plunged by 40 percent.
Auto manufacturers and suppliers dramatically curtailed production. In the year before President
Obama took office, the industry shed over 400,000 jobs.! As 2008 came to a close, both GM

! hutp://www . bls.gov/iag/tes/iagauto. htm. Automotive Industry: Employment, Earnings, and Hours. Bureau of Labor

Statistics.
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and Chrysler were running out of cash and faced the prospect of uncontrolled liquidations. Amid
the worst financial crisis since the Great Depression, credit markets were frozen and no
alternative sources of financing were available to GM and Chrysler. In this context, the potential
collapse of the U.S. auto industry posed a substantial risk to financial market stability and would
have had a negative effect on the economy as a whole. Therefore, the previous Administration
provided $24.8 billion to the auto industry.”

When President Obama took office, we faced a full-fledged recession, our financial system was
still exceedingly fragile, and GM and Chrysler were requesting additional assistance. After
studying the restructuring plans submitted by GM and Chrysler, President Obama decided that he
would not commit any additional taxpayer resources to these companies without fundamental
change and accountability. He rejected their initial plans and demanded that they deveiop more
ambitious strategies to reduce costs and increase efficiencies to become more sustainable.

However, President Obama also recognized that failing to stand behind these companies would
have consequences that extended far beyond their factories and workers. GM and Chrysler were
supported by a vast network of auto suppliers, which employed three times as many workers and
depended on the automakers’ business to survive. An uncontrolled liquidation of a major
automaker would have had a cascading impact throughout the supply chain, causing failures and
job loss on a much larger scale. Because Ford and other auto companies depended on those
same suppliers, the failure of the suppliers could have caused those auto companies to fail as
well.® Also at risk were the thousands of auto dealers across the country, as well as small
businesses in communities with concentrations of auto workers.

It was the interdependence among the automakers, suppliers, dealers, and communities that led
some experts at the time to estimate that at least 1 million jobs could have been lost if GM and
Chrysler went under.* Other estimates suggested that job losses could have been even higher.”

2 The previous Administration provided $13.4 billion to GM, $4.0 billion to Chrysler, $5.9 billion to Ally Financial
(formerly GMAC), and $1.5 billion to Chrysler Financial.

? hitps//voices. washinglonpost.com/economy -watch/2008/12/fords_mulally_gm_would_drag_en.himl. “Ford's
Mulally: GM Would Drag Entire Industry Into Bankruptey.” The Washington Post. December 3, 2008,

http://finance.yahoo.com/blogs/daily ticker/bailouts-gm-chrysier-were-good-ford-too-alan-1 13859 {33 huml.
“Bailouts of GM, Chrysler Were Good for Ford Too: Alan Mulally.” Yahoo! Finance. June 26, 2012,

* hitp:/Awww.cargroup.org/documents/Detroit_Three_Contraction_Impact.pdf. “The Impact on the U.S. Economy of
a Major Contraction of the Detroit Three Automakers.” Center for Automotive Research. November 4, 2008.

* htip://banking.senate.gov/public/_files/ZandiSenateBankingCommittee 120408 .pdf. Mark Zandi, “The State of the
Domestic Auto Industry: Part I1.” Testimony before the U.S. Senate Banking Committee. December 4, 2008,

http//www.eplorg/page/~/pdfbp227.pdf2nocdn=1. Robert E. Scott, “When giants fall: Shutdown of one or more
U.8, carmakers could eliminate up to 3.3 million U.S. jobs.” Economic Policy Institute. December 3, 2008.
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These were grave risks at a time when our economy was losing 750,000 jobs per month and our
financial system was still at risk. Credit markets were still not functioning properly and bank
lending had contracted substantially, and therefore there was no chance of securing private
lending on a scale sufficient to save GM and Chrysler. To avoid the liquidation of the
companies, the President decided to give GM and Chrysler a chance to show that they could take
tough and painful steps to become viable, profitable companies—and to stand behind them if
they could. Working with their stakeholders and the President’s Auto Task Force, both GM and
Chrysler underwent fair and open bankruptcies that resulted in stronger global companies. This
process required deep and painful sacrifices from all stakeholders—including workers, retirees,
suppliers, dealers, creditors, and the countless communities that rely on a vibrant American auto
industry. However, the steps that the President took not only avoided a catastrophic collapse and
brought needed stability to the entire auto industry, they also kept hundreds of thousands of
Americans working and gave GM and Chrysler a chance to once again become viable,
competitive American businesses. And they avoided further shocks to our financial system and
economy at a time when we could least afford it.

Auto Industry Recovery

Today, the American auto industry is mounting a comeback. In 2011, the industry reached an
important milestone when all three Detroit automakers returned to profitability for the first time
since 2004, Ford posted its highest profit since 1999, while GM posted its best annual profit
ever in its 103-year history. In addition, GM became the world’s best-selling automaker again in
2011, despite shedding four brands in bankruptcy.

This positive financial performance is the result of expanded production and sales. In 2011, GM,
Chrysler, and Ford increased their U.S. market share for the second year in a row (from 45.0
percent to 46,9 percent). Before 2010, the last time the Detroit Three gained market share
against their foreign competitors was in 1995. In addition, exports of motor vehicles in 2011
increased by 21 percent over 2010.°

This increase in market share and exports translates into more American jobs. Since June 2009,
the auto industry has added over 233,000 jobs—the fastest pace of job growth in the auto
industry since 1997.7 In addition, since June 2009, GM and Chrysler have announced
investments totaling over $11.5 billion in their U.S, facilities, creating or saving over 27,000
jobs.

& hitp://tse.export.gov/TSE/. TradeStats Express. Department of Commerce.

7 hitps/iwww. bls.pov/iag/tes/iagauto htm. Automotive Industry: Employment, Earnings, and Hours. Bureau of Labor
Statistics.
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Investments and Repayments

The U.S. Government provided a total of $80 billion to stabilize the U.S. automotive industry
through investments in GM, Chrysler, Chrysler Financial, Ally Financial (formerly GMAC), and
programs to support auto suppliers and guarantee warranties. As of today, $40 billion has been
returned to taxpayers. While the Government does not anticipate recovering all of the funds that
it invested in the industry, loss estimates from Treasury and the Congressional Budget Office
have consistently improved. Independent analysts estimate that the Administration’s
intervention saved the federal government tens of billions of dollars in direct and indirect costs,
including transfer payments like unemployment insurance, foregone tax receipts, and costs to
state and local govemmems.8

Treasury committed $12.5 billion to Chrysler ($4.0 billion under the Bush Administration and
$8.5 billion under the Obama Administration, including undrawn commitments of $2.1 billion)
and has recouped $11.2 billion. In May 2011, Chrysler repaid $5.1 billion in loans six years
before their maturity date and terminated its ability to draw on the remaining $2.1 billion
commitment. In June 2011, Fiat agreed to pay Treasury $500 million for its equity in Chrysler.’

Treasury provided $49.5 billion to GM ($13.4 billion under the Bush Administration and $36.1
billion under the Obama Administration), of which $23.2 billion has been returned to taxpayers.
In April 2010, GM repaid its $6.7 billion loan to Treasury five years before its maturity date. In
November 2010, Treasury sold 45 percent of its GM common equity for $13.5 billion in net
proceeds from a highly successful initial public offering (IPO). In December 2010, GM
repurchased all $2.1 billion of Treasury’s preferred stock. Treasury currently holds 500.1
million shares or 32 percent of GM’s common equity. Following GM’s IPO, Treasury has a
clear path to exit its remaining investment.

Conclusion

In a better world, the choice to intervene in GM and Chrysler would not have had to be made.
But amid the worst economic crisis in a generation, the Administration's decisions avoided
devastating liquidations and provided the American auto industry a new lease on life and a real

chance to succeed.

I am prepared to do my best to answer your questions.

& hitp://www.cargroup.org/pdfs/prnov2010.pdf and hitp/Awvww cargroup.org/pdfs/bankruptey.pdf. “The Impact on
the U.S. Economy of the Successful Automaker Bankrupteies.” Center for Automotive Research. November 17,
2010.

° Fiat also agreed to pay Treasury $60 million for its right to proceeds above a certain threshold received by the
United Auto Workers retiree healthcare trust (or VEBA). http://www.treasury. gov/press-center/press-
releases/Pages/te 1199.aspx
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Mr. McHENRY. Mr. Feldman, you are recognized for five minutes.

STATEMENT OF MATTHEW FELDMAN

Mr. FELDMAN. Thank you.

Mr. Chairman and members of the Committee, I understand that
I have been requested to appear today before you to discuss my
role with the Treasury Department’s Auto Team, which I joined in
March of 2009 as chief legal advisor and on which I served until
August of 2009.

The Treasury Department recruited me to join the Auto Team
from my career as an attorney in private practice, where I special-
ized in reorganizing and restructuring large businesses, not unlike
the American automobile manufacturers that were in significant fi-
nancial distress at that time in 2009.

I believe that the work of the Auto Team contributed to a suc-
cessful effort to avert disastrous consequences to both the Amer-
ican automobile industry and the American economy as a whole. I
am fiercely proud of my service and I am prepared today to assist
the Committee in reaching a complete understanding of the Auto
Team’s work during what was a difficult time and an unprece-
dented challenge for all involved.

Although it is wonderful to see the dramatic recovery of the auto-
mobile manufacturers and the thousands of American jobs that
were saved as a result of our work, I am mindful that the
restructurings that the Auto Team worked on required many
Americans to make great personal sacrifices. As a result of the Del-
phi Corporation bankruptcy, for example, Delphi and the Pension
Benefit Guaranty Corporation were forced to terminate Delphi’s
pension plans, which means that there are Delphi retirees who, un-
fortunately, will collect less than their full pension benefits.

Delphi had underfunded its hourly pension plan and, later, its
salaried pension plan well prior to filing for bankruptcy protection,
a situation that ultimately threatened General Motors’ future suc-
cess as it exited from its own bankruptcy. Because General Motors
viewed a well-motivated workforce at its largest supplier as critical
to ensuring an uninterrupted supply chain, General Motors made
the commercially reasonable and necessary decision to honor cer-
tain top-up agreements it entered into in 1999 with the United
Auto Workers and certain other unions when Delphi was first spun
off from General Motors. Sadly, many of Delphi’s employees did not
have top-up agreements with General Motors, and some of those
employees will face a shortfall in their pension payments as the
PBGC assumes responsibility for their plans.

The Auto Team agreed that honoring the top-up agreements was
a prudent business decision, and we believed that doing so would
protect both General Motors and the American taxpayers’ collective
investment in the company. We supported General Motors’ busi-
ness decision and I remain convinced today that it was the best
course of action available at that time.

While I am pleased that General Motors and other American
automobile manufacturers have become successful, profitable con-
tributors to our economy, I recognize that the restructuring process
imposed painful, but necessary, sacrifices on many of Delphi’s
stakeholders. As a bankruptcy practitioner and a restructuring spe-
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cialist, I have seen similar circumstances all too often. It is, with-
out a doubt, one of the most difficult, disheartening aspects of my
job, and I have only the deepest sympathy for everyone affected.

Prior to my invitation to testify here today, I received a request
from the Office of the Special Inspector for Troubled Asset Relief
Program that I participate in an interview. I attempted to deter-
mine what further information SIGTARP believed it required to
complete its audit because my memory concerning specific details
was considerably better in July 2009, when I gave a lengthy depo-
sition in connection with the Delphi Chapter 11 proceedings that
covered many of the topics concerning my role on the Auto Team.

It was my hope that the transcript of that deposition, along with
the extensive documentary record SIGTARP has undoubtedly as-
sembled, would be sufficient to meet SIGTARP’s needs. After sev-
eral requests, SIGTARP provided a list of six topics on which it de-
sired further information, but it appears that SIGTARP contacted
the Subcommittee before I had an opportunity to respond. In any
event, I am here today prepared to answer any questions the Sub-
committee has concerning my role on the Auto Team, which I will
do to the best of my ability.

[Prepared statement of Mr. Feldman follows:]
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STATEMENT OF MATTHEW FELDMAN

TO

SUBCOMMITTEE ON TARP, FINANCIAL SERVICES AND BAILOUTS OF PUBLIC
AND PRIVATE PROGRAMS

UNITED STATES HOUSE OF REPRESENTATIVES
July 10, 2012

Mr. Chairman and Members of the Subcommittee, I understand that I have been
requested to appear before you today to discuss my role with the Treasury Department’s Auto
Team, which I joined in March 2009 as Chief Legal Advisor and on which I served until August
2009. The Treasury Department recruited me to join the Auto Team from my career as an
attorney in private practice, where I specialize in reorganizing and restructuring large businesses
not unlike the American automobile manufacturers that were in significant financial distress at
that time. I believe that the work of the Auto Team contributed to a successful effort to avert
disastrous consequences to both the American automobile industry and the American economy
as a whole. I am fiercely proud of my service and I am prepared today to assist the
Subcommittee in reaching a complete understanding of the Auto Team’s work during what was a

difficult time and an unprecedented challenge for all involved.

Although it is wonderful to see the dramatic recovery of the automobile
manufacturers, and the thousands of American jobs that were saved as a result of our work, I am
mindful that the restructurings that the Auto Team worked on required many Americans to make
great personal sacrifices. As a result of the Delphi Corporation bankruptey, for example, Delphi
and the Pension Benefit Guarantee Corporation were forced to terminate Delphi’s pension plans,
which means there are Delphi retirees who unfortunately will collect less than their full pension

benefits. Delphi had underfunded its hourly pension plan, and later its salaried pension plan as
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well, prior to filing for bankruptcy protection, a situation that ultimately threatened General
Motors’ future success as it exited from its own bankruptcy. Because General Motors viewed a
well-motivated workforce at its largest supplier as critical to ensuring an uninterrupted supply
chain, General Motors made the commercially reasonable and necessary decision to honor “top-
up” agreements it entered into in 1999 with the United Auto Workers and other unions when
Delphi was spun off from General Motors. Sadly, many of Delphi’s employees did not have top-
up agreements with General Motors, and some of those employees will face a shortfall in their

pension payments as the PBGC assumes responsibility for their pension plans.

The Auto Team agreed that honoring the top-up agreements was a prudent
business decision, and we believed that doing so would protect both General Motors and the
American taxpayers’ collective investment in the company. We supported General Motors’
decision, and I remain convinced today that it was the best course of action available at the time.
While 1 am pleased that General Motors and other American automobile manufacturers have
become successful, profitable contributors to our economy, I recognize that the restructuring
process imposed painful but necessary sacrifices on many of Delphi’s stakeholders. Asa
bankruptcy practitioner and restructuring specialist, I have seen similar circumstances all too
often; it is without a doubt one of the most difficult, disheartening aspects of my job, and [ have

only the deepest sympathies for everyone affected.

Prior to my invitation to testify here today, I received a request from the office of
the Special Inspector General for the Troubled Asset Relief Program that I participate in an
interview. I attempted to determine what further information SIGTARP believed it required to
complete its audit because my memory concerning specific details was considerably better in
July 2009, when I gave a lengthy deposition in connection with the Delphi chapter 11

L2
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proceedings that covered many topics concerning my role on the Auto Team. It was my hope
that the transcript of that deposition, along with the extensive documentary record SIGTARP has
undoubtedly assembled, would be sufficient to meet SIGTARP’s needs. After several requests,
SIGTARP provided a list of six topics on which it desired further information, but it appears that
SIGTARP contacted the Subcommittee before I had an opportunity to respond. In any event, I
am here today prepared to answer any questions the Subcommittee has concerning my role on

the Auto Team.
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Mr. McHENRY. Thank you.
Mr. Wilson.

STATEMENT OF HARRY WILSON

Mr. WiLsoN. Chairman McHenry, Ranking Member Quigley, and
members of the Subcommittee, thank you for the opportunity to
testify before you today.

I am here to report, at your request, on the Government’s efforts
in 2009 to avoid a catastrophic collapse of the U.S. automotive in-
dustry and specifically regarding its investments in General Mo-
tors. My testimony today is in my capacity as a former Treasury
official, which I left in early August 2009, so that is the limit of
my direct knowledge.

First, some brief background on myself. I have spent the vast
majority of my career in the private sector, working at some of the
best financial firms in the Country with a focus on fixing troubled
businesses. As the late 2008 financial crisis deepened and the
Bush, and then Obama, Administrations began to intervene
through TARP, I felt it was critical that Treasury officials had the
restructuring skills that I had in order to minimize the cost to tax-
payers. So although I am a lifelong Republican, due to my desire
to serve my Country, I joined the Auto Team in early March 2009
and focused primarily on General Motors. After General Motors
exited bankruptcy, I wrapped up my work and left Treasury.

I have continued my turnaround work both in the private sector
and the public sector since then. For example, in 2010 I was Re-
publican nominee for New York State comptroller. I ran on a plat-
form of seeking to fix New York State’s broken government, and
though I lost in a very close race with nearly 2.1 million votes, I
was the top Republican vote-getter in New York in 2010.

Shortly after that I founded my firm, The MAEVA Group, LLC,
which is focused on fixing problem companies.

Now let me turn to the auto rescue. In late 2008, early 2009, GM
and Chrysler were on the verge of collapse due to years of mis-
management and the financial crisis. Unfortunately, the capital
markets were in the middle of an unprecedented shutdown, obliter-
ating any possibility of private financing. This lack of private fi-
nancing and the substantial interdependency of the American auto-
motive industry meant the following: one, that absent tens of bil-
lions of dollars, GM and Chrysler would liquidate; two, their lig-
uidation would have meant the failure of many of their suppliers;
and, three, the widespread failure of suppliers would have threat-
ened Ford, which is why Ford never opposed our work.

It is only because of this unique confluence of events, this once
in a lifetime storm that threatened to destroy an essential Amer-
ican industry that I, a staunch fiscal conservative, reluctantly came
to accept that the only alternative, the least bad option, was emer-
gency financial support, the path initiated by the Bush Administra-
tion.

The Obama Administration’s decision to pursue this work in a
commercial manner, as they defined, meant that we would seek the
best outcome with the minimum potential cost to the taxpayer.

The results of that work speak for themselves. GM had its most
profitable year ever in 2011, even though auto sales have still not
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fully recovered to pre-crisis levels; it has grown market share and
now has a fortress balance sheet.

Tragically, the human cost to these massive restructurings were
significant, and that is the sad part of any restructuring. But ab-
sent the Auto Team’s work, the human cost and the cost to the
American taxpayer would have been far, far greater.

While Treasury was closely involved in pressing GM manage-
ment for the major changes needed to make the company profit-
able, we were very careful to never get involved in the specific deci-
sions on plant closures, dealer closures, or the like. We would agree
with GM on the broad strokes, which was to create a world-class
auto business, and the key components of that, and they would
make the detailed decisions that needed to be made to implement
those broad strokes.

This approach applied to the same sad story of Delphi. When
Delphi came to the Auto Team’s attention, Delphi was bleeding ap-
proximately $150 million in cash per month. GM was supporting
Delphi because Delphi was the sole supplier for certain critical GM
parts, so a Delphi liquidation would have shut down all of General
Motors. This was an unsustainable proposition both for GM and for
the American taxpayer.

To resolve Delphi’s loan bankruptcy, GM management agreed to
various measures, including providing capital and honoring the
top-up agreements GM had made in 1999. Other commitments, in-
cluding pensions for salaried employees or other unionized employ-
ees not covered by top-up agreements, were not accorded additional
consideration.

Consistent with the rest of our work, Treasury provided general
input, but not specific decisions to these matters, as was recognized
in the GAO finding in December 2011.

So, in closing, the restructuring world is a difficult one, filled
with painful choices to minimize the human and financial costs,
while maximizing the probability of a company’s long-term success.
The human costs of the GM rescue were deep, significant, and trag-
ic, and those who have suffered losses of any kind have my deepest
sympathies. But as great as those costs were, they paled in com-
parison to the costs of inaction.

As a fiscal conservative, I wish our work had not been necessary.
As an American citizen, I wish that more companies operated with
better management so that these tragic situations would not hap-
pen as frequently as they do. But amidst the worst financial crisis
in the past 75 years, the actions of the Bush and Obama Adminis-
trations avoided devastating liquidations and provided the Amer-
ican auto industry a second chance.

And then one last point on testifying. I would disagree with the
characterization of my particular willingness to testify. Because I
believe as SIGTARP now knows, I have committed to both the Ma-
jority staff last Thursday, the Minority staff on Sunday, and
through Treasury to SIGTARP officials themselves to testify and
would be happy to do so.

With that, I look forward to your questions.

[Prepared statement of Mr. Wilson follows:]
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Written Testimony of Harry Wilson, Former Senior Advisor to the Secretary of the
Treasury
Before the House Subcommittee on TARP, Financial Services and Bailouts of Public and
Private Programs

July 10, 2012

Chairman McHenry, Ranking Member Quigley and members of the Subcommittee, thank you
for the opportunity to testify before you today. 1 am here to report, at your request, on the
government’s efforts in 2009 to avoid a catastrophic collapse of the U.S. automotive industry and
specifically regarding its investments in General Motors (“GM™).

My testimony today is in my capacity as a former Treasury official. I no longer work at Treasury
and therefore no longer participate in the oversight of Treasury’s automotive investments. Thus,
1 am not in a position to discuss events since early August 2009 or anything concerning possible
future actions.

Background

Let me provide some of my professional background for context. I have spent the vast majority
of my career in the private sector, working at some of the best financial firms in the country, with
a primary focus on fixing troubled businesses. My interest in such work began carly in my
career, when 1 witnessed the catastrophic implications of bad management decisions or strategic
missteps on everyday working people. I also saw this in my own life, when my immigrant
mother was laid off from her job as a sewing machine operator, causing significant challenges
for our working class family. As a result of these experiences, much of my life’s work has been
dedicated toward fixing problem companies before even greater misfortunes befall their
employees and their key stakeholders.

As we entered late 2008 and our nation’s financial crisis deepened, [ became increasingly
concerned about the ability of our nation’s government to deal with an unprecedented financial
crisis. In particular, as the Bush Administration initiated the first TARP investments, I felt that it
was critical that the people making these investments bring deep, private sector restructuring
experience to bear in order to minimize losses to U.S. taxpayers.

[ wanted to serve my country in this time of great need and, though I am a lifelong Republican, 1
reached out in early 2009 to offer my services to the Administration and officially joined the
team in early March 2009. My role was primarily focused on General Motors and the underlying
business diligence for our team’s collective efforts. After General Motors completed its
bankruptey process, I wrapped up my work and left the Treasury Department in early August
2009.

Since then, [ have sought to continue working to fix underperforming institutions, including
those in the public sector. For example, in 2010, I was the Republican, Conservative and
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Independence Party nominee for New York State Comptroller and nearly unseated the
Democratic incumbent. I ran on a platform of seeking to fix New York State’s broken and
profligate government. Though I lost, I ultimately ran over 500,000 votes ahead of the top of the
top of the ticket and wound up with arguably the best showing for a Republican statewide
challenger in New York since George Pataki in 1994.

Shortly after that, I founded my firm, The MAEVA Group, LLC, which is focused on fixing
problem companies. | also now serve on a number of corporate boards, including Yahoo!,
Visteon, Inc., and YRC Worldwide.

Auto Rescue

I will turn my attention now to the auto rescue. In late 2008 and early 2009, GM and Chrysler
were on the verge of collapse. Years of mismanagement had led them to this point.
Unfortunately, their near-failure coincided with an unprecedented shutdown in the capital
markets, obliterating any possibility of private financing.

This combination of a lack of financing options and the substantial interdependency of the
American automotive industry meant the following:

* Absent tens of billions of dollars in financing (available at that time only from the federal
government), GM and Chrysler would liquidate;

¢ Their liquidation would have meant the failure of many of their suppliers, who were
dependent, in large part, upon GM and Chrysler business;

e The widespread failure of the supplier base would have threatened Ford and would have
risked Ford’s liquidation in a matter of months. That is why, even though the federal
government worked to rescue two of its biggest competitors, Ford never opposed our
work — their leadership understood the risks to their own business of inaction.

Thus, the entire American automotive industry would have been at risk due to the intersection of
chronic mismanagement and the worst financial crisis since the Great Depression. It is only
because of this unique confluence of events — this once-in-a-lifetime storm -- that 1, a staunch
fiscal conservative, reluctantly came to accept that the only alternative — the “least bad” option —
was emergency financial support, the path initiated by the Bush Administration.

Having swallowed that bitter but necessary pill, the key question became: how to structure the
TARP investments in a way that minimized the potential cost to the taxpayer. I was heartened by
the Administration’s decision that it would act in a commercial manner, as I believed that was
the only prospect for a successful rescue. And while I feared the moral hazard risks of any rescue
attempt, for the key reasons I mentioned, [ was convinced that our efforts were the least bad
option.

The results of that work speak for themselves: General Motors had its most profitable year ever
in 2011, even though auto sales have still not fully recovered to pre-crisis levels. GM has grown
market share for the first time in many years and now has a fortress balance sheet — all a result of
the work done in 2009. As a result of this work, the auto industry has proceeded to grow again --

]
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adding over 230,000 jobs through May 2012, the fastest pace of job growth in the auto industry
since 1997. Contrast this track record with the many forecasts that estimated the loss of over one
million jobs had the restructurings not taken place.

Tragically, the human costs of these massive restructurings were significant, and that is the sad
part of any restructuring. But, absent the auto team’s work, the human costs, and the costs to the
American taxpayer, would have been far, far greater. That is the trade-off that must be made in
every restructuring. While Treasury was closely involved in pressing GM management for the
major changes needed to make the Company profitable, we were very careful to never get
involved in specific decisions on plant closures, dealer closures or the like. We would agree with
GM on the broad strokes — creating a world-class auto business and the key components of that -
- and they would make the detailed decisions that needed to be made to implement those broad
strokes.

The sad story of Delphi falls into this same bucket. At the time that Delphi came to the auto
team’s attention, Delphi was bleeding cash at the rate of approximately $150 million per month.
Because Delphi was the sole supplier for certain critical GM parts, GM was supporting Delphi in
order to keep it from liquidating and thus shutting down GM’s operations. This was an
unsustainable proposition, both for GM and, more importantly, for the American taxpayer. As
part of a broad plan of reorganization to resolve Delphi’s four-plus year old bankruptcy, General
Motors management agreed to a series of measures, including providing necessary capital for
Delphi to restructure and to honor the “top-up™ agreements GM had made in 1999. Tragically, in
order to effectuate this plan, pensions that were not governed by these contractual agreements,
including pensions for salaried employees or other unionized employees, were not accorded
additional consideration.

Consistent with the rest of our work, Treasury provided general input but not specific decisions
in these matters. As the GAO found in its December 2011 report on the Delphi pension matter
that “with regard to GM’s decisions regarding the assumption of Delphi’s plans and top-up
agreements, Treasury played an advisory role only, according to GM and Treasury officials.
Similarly, according to PBGC officials, PBGC independently decided to terminate the Delphi
plans. The documents we reviewed, including GM and Delphi SEC filings and PBGC internal
records, are consistent with these statements.”

Closing

The restructuring world is a difficult one. In virtually all restructuring cases, professionals are
faced with a series of painful options, brought about typically by years of mismanagement. Once
a company enters or approaches a restructuring, the choices to be made center around how to
minimize the human and financial cost in the short-term while maximizing the probability of the
Company’s success, for itself and its remaining stakeholders, in the long-term. That was the
position in which GM and Delphi management found themselves in early 2009. The human costs
of their rescues were deep, significant and tragic, and those who have suffered losses of one kind
or another have my deepest sympathies. But those costs, as great as they were, pale in
comparison to the costs of inaction, which was the only choice left at that time. As a fiscal
conservative, I wish our work had not been necessary. As an American citizen, I wish that more
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companies operated with better management ~ which is a key focus of my professional work — so
that these tragic situations would not happen as frequently as they do. Amid the worst financial
crisis in the past 75 years, however, the actions of the Bush and Obama Administrations avoided
devastating liquidations and provided the American auto industry a second chance — one that was
necessary and that has been well utilized since that time.

Thank you again for the opportunity to testify. I look forward to your questions.
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Mr. McHENRY. We certainly appreciate that willingness that has
been just over a year in the making. But we are grateful for it
nonetheless, as well as the other two members of the Task Force,
even if it is at the eleventh hour. And we are grateful, as I said,
for the Ranking Member and his good work and the Minority staff’s
good work in securing those commitments the day before this im-
portant hearing. We are simply just trying—and thank you for sub-
mitting that for the record; that is going to be one of my records.

If we could submit for the record whether or not the three mem-
bers of the Task Force represented today will submit themselves
for that interview with SIGTARP. The outline that I have of exten-
sive requests from SIGTARP to you three gentlemen, Mr. Bloom,
Mr. Feldman, and Mr. Wilson, is extensive. So pardon me for not
relieving you of the burden of testifying before Congress when we
get that commitment at 5:46 the day before a 10 a.m. hearing. But
I think we are going to continue with this and expect some ques-
tions on that, as I am sure you do.

Mr. Wilson, Mr. Feldman, thank you for your willingness to tes-
tify on the particular issue of this hearing. And, Mr. Bloom, we will
direct some questions to you to see if you will be willing to submit
some testimony for that.

With that, Ms. Clowers, from the Government Accountability Of-
fice, you are recognized for five minutes.

STATEMENT OF NIKKI CLOWERS

Ms. CLOWERS. Thank you, Chairman McHenry, Ranking Member
Quigley, and members of the Subcommittee.

I appreciate your having me here today to speak about the termi-
nation of Delphi’s pension plans. In my comments today I will dis-
cuss two issues: first, the key events leading to the termination of
Delphi’s pension plans and, two, the role of the Department of
Treasury in those events. My comments are based on our recent re-
ports on these issues.

First, the termination of Delphi’s pension plans and the provision
of retirement benefit supplements, also called top-ups, to some Del-
phi employees, but not others, culminated from a complex series of
events involving Delphi, GM, various unions, Treasury, PBGC that
stretched back to 1999. In that year, GM spun off Delphi as an
independent company. At that time, GM agreed to provide top-ups
to collectively bargain hourly employees, meaning that if something
went wrong with these pension plans for these employees after Del-
phi became a separate company, GM would ensure these employees
received their promised benefits.

No such agreement was negotiated for salaried employees. When
these agreements were negotiated, Delphi’s pension plan for the
hourly workers was not fully funded. In contrast, the plan for the
salaried workers was fully funded.

Delphi filed for bankruptcy in 2005 and, as part of its initial re-
organizational plan made public in 2007, the company planned to
maintain its pension plans. But by this time both the salaried and
union pension plans were underfunded. As part of Delphi’s exit
from bankruptcy, GM agreed to take on some liabilities from Del-
phi’s hourly pension plans in two phases. However, by the time GM
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declared bankruptcy in June 2009, it had only taken on the first
phase of the plan’s liabilities.

GM did agree with the UAW, however, as part of its restruc-
turing, that GM would honor the previously negotiated top-ups.
Salaried Delphi employees and Delphi employees who belong to
other unions were not included in this agreement.

Employees of these other unions, along with Delphi salaried em-
ployees, protested this outcome in bankruptcy court. To maintain
its supply chain, GM agreed to top-up the pensions of two other
unions, as their consent was needed to resolve Delphi’s bankruptcy.
However, they did not agree to do so for the salaried workers, and
this is where the situation stands today.

I would now like to discuss Treasury’s role in these events.
Treasury’s role stemmed from its position as the primary lender to
GM in its bankruptcy. As the primary lender, GM played a signifi-
cant role in helping GM resolve the Delphi bankruptcy in terms of
GM'’s interest. However, with regard to GM decisions about Delphi
pension plans, court filings and statements from GM and Treasury
officials suggest that Treasury deferred to GM’s business judgment.

Nevertheless, according to the records and Treasury officials,
Treasury agreed with GM’s assessment that the company could not
afford the potential cost of sponsoring the Delphi hourly plan itself
upon emerging from bankruptcy. Treasury also agreed with GM’s
rationale not to assume the Delphi salaried plan since that plan
had been fully funded when GM transferred it to Delphi in 1999.

As for the top-ups, Treasury officials said that while Treasury
did not explicitly approve or disapprove of GM’s agreement to
honor previously negotiated top-up agreements with some unions,
it agreed with GM’s conclusion that it had solid commercial reasons
to enter into such agreement. In particular, Treasury stated that
its aim was to ensure that new GM would only assume the liabil-
ities of old GM that were commercially necessary, and that due to
new GM’s continued dependency on the UAW workforce and the
workforce of other unions, Treasury officials felt GM had solid com-
mercial reasons to agree to the top-ups for these retirees. Also,
Treasury stated that GM was never obligated to provide top-ups to
the salaried or other retirees.

In conclusion, Mr. Chairman, when companies go bankrupt and
leave their plans with large, unfunded liabilities, some participants
will not get their full benefits promised to them by their employer.
This, unfortunately, is not unusual. What makes this case more
unusual is the series of events that unfolded over the last decade
that lead us here today and the number of players, including Del-
phi, PBGC, the unions, GM and Treasury, and the roles they
played.

Mr. Chairman, Mr. Ranking Member, and members of the Sub-
committee, this completes my prepared statement. I would be
happy to answer any questions that you may have at the appro-
priate time. My colleague, Charles Jeszeck, is also available to an-
swer any specific questions regarding PBGC.

[Prepared statement of Ms. Clowers follows:]
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DELPHI BANKRUPTCY

Termination of Delphi Pension Plans

What GAO Found

The termination of the six defined benefit plans the Delphi Corporation (Delphi)
sponsored, and the provision of benefit protections to some Delphi employees
but not others, culminated from a complex series of events involving Delphi, the
General Motors Corporation (GM), various unions, the U.S. Department of the
Treasury (Treasury), and the Pension Benefit Guaranty Corporation (FBGC).
When Delphi spun off from GM in 1989, three unions secured an agreement that
GM would provide a retirement benefit supplement (referred to as "top-ups”) for
their members should their pension plans be frozen or terminated and they were
to suffer a resulting loss in pension benefits. These three unions were: (1) the
International Union, United Automobile, Aerospace, and Agricultural implement
Workers of America (UAW), (2) the International Union of Electronic, Electrical,
Salaried, Machine and Furniture Workers, AFL-CIO (UE); and (3) the United
Steelworkers of America (USWA). No other Delphi employees had a similar
agreement to receive a top-up, including salaried workers and hourly workers
belonging to other unions. Over the course of events that unfoided over the next
decade, the agreements with these three unions ultimately were preserved
through the resolution of the bankrupicies of both GM and Delphi. Because
Delphi's pension plans were terminated with insufficient assets fo pay all accrued
benefits, and because PBGC must adhere to statutory limits on the benefits it
guarantees, many Delphi employees will receive a reduced pension benefit from
PBGC compared with the benefits promised by their defined benefit plans. Those
Delphi employees receiving the top-ups will have their reduced PBGC benefit
supplemented by GM while others will not.

As GM’s primary lender in bankruptcy, Treasury played a significant role in
helping GM resolve the Deiphi bankruptcy. Treasury’s effort to restructure GM
included helping GM find the best resolution of the Delphi bankruptcy from GM's
perspective. This effort was guided by the following principles: preserving GM's
supply chain, resolving Delphi’s bankruptcy as quickly as possible, and doing so
with the ieast possible amount of investment by GM. However, court filings and
statements from GM and Treasury officials suggest that Treasury deferred to
GM’s business judgment on decisions about the Delphi pension plans—that is,
their sponsorship and the decision to honor existing top-up agreements.
According to public records and Treasury officials, Treasury agreed with GM's
assessment that the company could not afford the potential costs of taking over
sponsorship of the Delphi hourly plan, but that the company had solid
commercial reasons to honor previously negotiated fop-up agreements with
some unions. Nevertheless, Treasury officials said that Treasury did not explicitly
approve or disapprove of GM's agreement {o honor previously negotiated top-up
agreements. PBGC officials stated that PBGC decided to terminate the plans
independently of Treasury input.

United States Government Accountability Office
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Mr. Chairman, Ranking Member Quigley, and Members of the
Subcommittee:

Thank you for the opportunity to discuss our work on the termination of
Delphi’s pension plans. As you know, the Delphi Corporation (Delphi) was
a global supplier of mobile electronics and transportation systems that
began as part of the General Motors Corporation (GM) and was spun off
as an independent company in 1999." Following Delphi's bankruptey, the
Pension Benefit Guaranty Corporation (PBGC), the government
corporation that insures private-sector defined benefit (DB) plans,
terminated Delphi’s six plans in July 2009. The plans were estimated to
be underfunded by a combined $7.2 billion at termination, of which PBGC
expects to cover about $6 billion.2 Since the termination, there has been
controversy over different pension benefit outcomes for certain unionized
and non-unionized Delphi retirees. Further, the involvement of the U.S.
Department of the Treasury (Treasury) in the bankruptcy of GM, Delphi’s
former parent company, raised questions for some about the role that
Treasury played in PBGC’s decision to terminate Delphi’s pension plans,
the decisions to provide retirement benefit supplements (“top-ups”) to
certain Delphi employees, and the resulting outcomes for Delphi plan
participants.

My testimony discusses key events reiated to the termination of Delphi
pension plans and the reasons for GM providing retirement benefit
supplements to certain Delphi employees, and Treasury’s role in those
events. My comments are based on our March and December 2011

"At the time of the spinoff, Delphi established two pension plans, with assets and liabilities
transferred from their GM counterparts: the Delphi Hourly-Rate Employees Pension Plan
(hourly plan) and the Delphi Retirement Program for Salaried Employees (salaried plan).
Deiphi acquired four more plans after the spin-off from GM. Before bankruptey
reorganization, GM's legal name was General Motors Corporation. The legal name of the
new entity created in the bankruptcy process is General Motors Company (the entity that
purchased the operating assets of the pre-reorganization corporation, which we discuss
later in this statement). As of October 18, 2009, General Motors Company became
General Motors LLC. Throughout this statement, in cases where a distinction is important,
we refer to the pre-reorganization corporation as “old GM” and the post-reorganization
company as “new GM.”

2ADB plan promises a benefit that is generally based on an employee’s final pay and

years of service. The employer is generally respensible for funding all or most of the
benefit, investing and managing plan assets, and bearing the investment risk.

Paget GAO-12-908T
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reports that examined these and related issues.® To construct a timeline
of events and identify Treasury’s role in those events for our reports, we
relied on publicly available documents, such as bankruptcy filings by GM
and Delphi, Treasury officials’ depositions, company reports to the
Securities and Exchange Commission, press releases; and documents
received from groups we interviewed, including Delphi, GM, the Delphi
Salaried Retirees Association (DSRA), PBGC, and Treasury. We
performed the work on which this statement is based from October 2010
to December 2011 in accordance with generally accepted government
auditing standards. Those standards require that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable
basis for our findings and conclusions based on our audit objectives. We
also coordinated with the Special Inspector General for the Troubled
Asset Relief Program (SIGTARP) because of that office’s work on
Treasury’s role in GM’s decision to provide top-ups for certain hourly
workers, including whether the Administration or Treasury pressured GM
to provide additional funding for the hourly plan.

Key Events Leading to
the Termination of
Delphi’s Pension
Plans

Three Unions Secured Top-
Up Agreements in
Negotiations Following
Delphi's Spin-Off from GM

As part of Delphi’s spin-off from GM in 1999, GM was required to
collectively bargain with the unions affected by the spin-off—including the
international Union, United Automobile, Aerospace, and Agricuitural
Implement Workers of America (UAW), the International Union of
Electronic, Electrical, Salaried, Machine and Furniture Workers, AFL-CIO
(IUE); and the United Steelworkers of America (USWA), as well as other

3See GAO, Key Events Leading to the Termination of the Delphi Defined Benefit Flans,
GAO-11-373R (Washington, D.C.: Mar. 30, 2011}, and GAQ, Delphi Pension Plans: GM
Agreements with Unions Give Rise to Unique Differences in Participant Benefits,
GAO-12-168 {(Washington, D.C.: Dec. 15, 2011). These products provide additional details
on the scope and methodology of this work.

Page 2 GAO-12-908T
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“splinter” unions.* As a result of these negotiations, GM agreed to pay
top-ups to “covered employees” with UAW, IUE, or USWA if the Delphi
pension plans were terminated or frozen at a later date, covering any
difference between the amount PBGC would pay them and the benefit
amount promised by the Delphi plans.® Also, on December 22, 1999,
Delphi agreed to indemnify GM for all benefits provided by GM under the
UAW benefit guarantee.® At the time GM entered into these agreements,
Delphi’s salaried plan was fully funded while Delphi’s hourly plan was not
fully funded.”

“The splinter unions include the International Association of Machinists and Aerospace
Workers; international Brotherhood of Electrical Workers; Michigan Regional Council of
Carpenters, Local 687 and Interior Systems, Local 1045; International Brotherhood of
Painters and Allied Trades of the United States and Canada, Sign and Display Union
Local 59; international Brotherhood of Teamsters; international Brotherhood of
Boilermakers; International Unien of Operating Engineers; and United Catering Restaurant
Bar and Hotel Workers

5Covered employees” were generally defined as those who had been represented by
these unions as GM workers and now as Delphi workers with no break in employment or
seniority as of May 28, 1999,

This indemnification would allow GM to have a claim against Delphi for any expenses
inocurred by GM for coverage of guaranteed benefits.

7A<:corcling to data provided by Delphi, based on a fair market valuation of plan assets the
Delphi salaried plan was 108.8 percent funded as of year-end 1998 and 122.7 percent
funded as of year-end 1999 while the Delphi hourly plan was 69.1 percent funded as of
year-end 1999. A plan is fully funded if as of a particular date, plan assets equal or exceed
the relevant measure of plan obligations. However, for the typical pension pian invested in
a mix of stocks and bonds, measures of funded status can be highly volatile, so thata
plan that is fully funded on one date could be substantially less than fully funded ona
subsequent date.

Page 3 GAO-12-808T
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After Delphi Filed for
Bankruptcy, Delphi and
GM Agreed to Extend the
Top-Up Agreements with
the Three Unions

From 2001 to 2005, Deiphi suffered large losses, and the company filed
for bankruptcy in October 2005, After Delphi filed for bankruptcy, Delphi
and GM agreed to extend the top-up agreements with UAW, {UE, and
USWA.® The splinter unions negotiated for other benefits at this time, but
were not guaranteed top-ups. No other agreements were reached in
relation to top-ups for salaried workers.

In September 2007, GM and Delphi entered into a global settlement
agreement that included a plan to transfer assets and liabilities from
Delphi’'s hourly pension plan to the GM hourly pension plan, and for
Delphi to freeze new accruals to its hourly plan. The agreement did not
establish a specific effective date, but listed various conditions that had fo
be met for it to become effective. Before becoming effective, the
agreement was modified in September 2008, based on further
negotiations described below.

Under Delphi’s initial reorganization plan, the company planned to
emerge from bankruptcy without terminating its pension plans. However,
in April 2008, the deal with investors that would have made this possible
fell through. Five months later, in September 2008, Delphi and GM
amended their September 2007 global settlement agreement to specify
that GM would take responsibility for approximately $3.4 billion of net
liabilities in Delphi’s hourly plan in two phases. in the first phase, GM
would assume a portion of Delphi's hourly plan with net liabilities of $2.1
billion. This transfer took place on September 29, 2008. In the second
phase, upon “substantial consummation” of Delphi’s reorganization, the
rernaining assets and labilities in Delphi’s hourly plan would be
transferred to GM. No comparable arrangements were made for a
transfer of assets and liabilities for Delphi's salaried plan or other smaller

30 June 2007, GM, Delphi, and UAW entered into a memorandum of understanding
(MOU) extending the GM benefit guarantee for Delphi UAW workers, which would be
enforceable if benefit accruals for future credited service in the Delphi hourly plan were
frozen and if the plan were terminated. On August 5, 2007, GM and Delphi entered into a
MQU with Delphi IUE, and on August 16, 2007, with Delphi USWA, providing the same
top-up guarantee as the Delphi UAW MOU.

Page 4 GAO-12-909T
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plans. In September 2008, Delphi froze its salaried plan and three of its
smatler plans, and in November 2008, Delphi froze its hourly plan.®

Losses throughout the
Automotive Industry
Pushed Delphi Near
Liquidation and GM to
Seek Assistance from
Treasury

Beginning in the fall of 2008, economic conditions deteriorated throughout
the automotive industry. Delphi experienced declining revenues as GM
and other manufacturers sharply reduced production in response to
rapidly falling sales. According to documents provided by PBGC, when
Delphi’s financing agreement with its debtor-in-possession (DIP) lenders
expired on April 21, 2009, Delphi’s operations were threatened by the
prospect of imminent liquidation. On April 21, PBGC determined that it
would seek termination of the Delphi salaried and hourly pension plans to
avoid the losses that would result if the DIP lenders were to foreclose on
their collateral and break up Delphi’s controlled group. However, at the
request of Delphi and the DIP lenders, PBGC agreed not to proceed with
the termination in order to allow the parties to continue negotiating. In
exchange, the DIP lenders agreed to give PBGC advance notice of any
decision to foreclose so that PBGC could commence termination of the
Delphi pension plans in time to protect PBGC's claims.

°A freeze is an amendment to a DB plan to limit some or ail future pension accruals for
some or all participants. For more information on types of freezes and their effects, see
GAQ, Defined Benefit Pensions: Plan Freezes Affect Millions of Participants and May

Pose Retirement Income Challenges, GAO-08-817 (Washington, D.C.: July 21, 2008).

Page § GAO-12-908T
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GM's losses in the fall of 2008 {ed the company to seek assistance from
Treasury through the Automotive Industry Financing Program (AIFP).®
As a condition of receiving this assistance, GM was required to develop a
restructuring plan to identify how the company planned to achieve and
sustain long-term financial viability. In April and May 2009, Treasury
worked with GM to develop a restructuring plan through the Presidential
Task Force on the Auto Industry (Auto Task Force) and its staff (auto
team).” On June 1, 2009, GM filed for bankruptcy and sought the
approval of the bankruptcy court for the sale of substantially alt of the
company’s assets to a new entity (“new GM”)."2 In court documents, a
Treasury official stated that Treasury was mandated by the President to
act in a “commercially reasonable manner” as it related to GM's
restructuring and ensure that the new GM assumed only those liabilities
of the old company that were thought to be “commercially necessary” for
the new company to operate. ' As GM's primary lender, Treasury was

“Oin December 2008, Treasury established AIFP under the Troubled Asset Relief Program
{TARP) to help stabilize the U.8. automotive industry and avoid disruptions that would
pose systemic risk to the nation’s economy. TARP was originally authorized under the
Emergency Economic Stabilization Act of 2008 (EESA), Pub. L. No. 110-343, div. A, 122
Stat. 3765 {codified as amended at 12 U.8.C. §§ 5201-5261). EESA originally authorized
Treasury fo purchase or guarantee up to $700 billion in troubled assets. The Helping
Families Save Their Homes Act of 2009 amended EESA fo reduce the maximum
allowable amount of outstanding troubled assets under EESA by aimost $1.3 billion, from
$700 billion to $698.741 billion. Pub. L. No. 111-22, div A, § 402(f),123 Stat. 1632, 16568.
Under EESA the appropriate committees of Congress must be notified in writing when the
Secretary of the Treasury, after consultation with the Chairman of the Board of Governors
of the Federal Reserve System, determines that it is necessary to purchase other financial
instruments to promote financial market stability. § 3(9)(B), 122 Stat. 3767 (codified at 12
U.S.C. § 5202(9)B)). The Dodd-Frank Wail Street Reform and Consumer Protection Act,
enacted on July 21, 2010, (1) reduced Treasury's authority to purchase or insure troubled
assets to $475 billion and (2) prohibited Treasury from using its authority under EESA to
incur any additional obligations for a program or initiative uniess the program or initiative
already had begun before June 25, 2010. Pub. L. No. 111-203, § 1302, 124 Stat. 1376,
2133 (2010).

"Treasury established an internal working group—the auto team-—to oversee AIFP and
provide analysis in support of the Auto Task Force.

20n June 1, 2009, GM filed a voluntary petition for reorganization under Chapter 11 of
the U.8. Bankruptcy Code (11 U.S.C. §§ 1101-1174) and conducted a court-supervised
asset sale (under 11 U.8.C. § 363), in which substantially all of the operating assets of the
company were sold to General Motors Company, or “new GM,” and most of the
company’s debt and liabilities remained in the possession of Motors Liquidation Company,
or “oid GM,” fo be addressed in bankruptcy court. New GM emerged on July 10, 2008,

BDeposition of Treasury Official at 185, No. 04-44481 (RDD) (S.D. N.Y. July 21, 2009)
and Motion of Defendants U.S. Department of the Treasury et al. at 10, No. 2:09-cv-13616
(E.D. Mich. Feb. 16, 2010).

Page 6 GAO-12-908T
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concerned about GM’s overall exposure to risks related to distressed
suppliers, including Delphi. Specifically, Treasury was concerned about
how GM’s Delphi liabilities would fit within the new company’s business
plan. According to a Treasury official deposition, Treasury’'s mandate to
restructure GM included helping GM determine the “best resolution” of the
Delphi bankruptcy from GM'’s perspective, which was guided by three
principles (see table 1). However, according to Treasury’s February 2010
court motion, the Auto Task Force did not dictate what should be done
with the Delphi pensions.

Table 1: Treasury's Guiding Principles for Resolving GM’s Liabilities Related to Delphi

Principle

Treasury rationale

Development of a resolution that guaranteed  Treasury did not want GM's attention, which was focused on its own restructuring, to

the “sanctity” of GM's supply chain

be diverted to finding suppliers for the products provided by Delphi.

Quick resolution of the Delphi bankruptcy

Treasury wanted Delphi's bankruptcy to conclude sooner rather than later, given that
Delphi already had been in bankruptey for 3 years.

A resolution that required the least possible
amount of investment by GM

Because GM already had invested billions of doliars in Delphi during Deiphi’'s
bankruptcy process, Treasury believed that GM should not provide additional money
to Delphi absent an overall resolution of the Delphi bankruptey.

Source: Deposition of Treasury Official, No. 04-44481 (ROD) (8.0 N.Y. July 21, 2009),

In May 2009, Treasury had anticipated that Delphi’s salaried pensions
would be terminated, but that GM would assume additional liabilities for
the Delphi hourly plan, as called for in the second phase of the
September 2008 agreement. Additionally, on June 1, 2008, Delphi
announced that its hourly plan would be “addressed by GM.” However,
the phase 2 transfer called for Delphi to pay a $2.055 billion
administrative claim to GM, which it could not do. in the Treasury official’s
deposition, it was noted that shortly affer GM’s bankruptcy filing, GM
notified Treasury that it had not built sufficient funding into its restructuring
plan to take on the hourly plan, but that it had built in the assumption that
it would provide the top-up for Delphi UAW retirees. The second phase of
the transfer of hourly plan liabilities from Delphi to GM was not in GM's
reorganization plan and never took place.

GM’s Reorganization
Maintained Delphi UAW
Top-Ups Based on UAW's
Continued Relationship
with GM

As part of the sale of the assets of old GM to new GM, GM negotiated
with UAW-—which represented its largest employee group—to modify
wages, benefits, and work rules to be more cost competitive. As a result
of these negotiations, GM and UAW agreed that new GM would assume
all employment-related obligations and liabilities under any assumed
employee benefit plan relating to employees who are or were covered by

Page7 GAO-12-9087
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UAW collective bargaining agreements in its master sale and purchase
agreement, which included GM's obligation to provide top-ups to Delphi
UAW retirees. ™ No other negotiations took place that resulted in
comparable obligations concerning top-ups for members of the two other
unions, IUE and USWA (although they had previously secured top-up
agreements with GM) or for the splinter unions or the salaried employees
who had no previous top-up agreements with GM.

On June 19, 2008, IUE and USWA objected to the proposed sale of GM's
assets because retirees of Delphi represented by IUE and USWA would
not receive the same benefits as retirees of Deiphi represented by
UAW."™ The court overruled these unions’ objection to the sale, stating
that new GM needed a “properly motivated workforce to enable [new GM]
to succeed,” requiring it to enter into “satisfactory agreements with the
UAW” and was not “similarly motivated in triaging its expenditures to
assume obligations for retirees of unions whose members, with little in the
way of exception, no longer work for GM.”*® Accordingly, the bankruptcy
court approved the sale of GM’s assets on July 5, 2009, and those assets
were conveyed to new GM on July 10, 2009,

Delphi Publicly Stated
That It Was Unable to
Fund Its Plans and the
Plans Were Terminated

On June 1, 2009, Delphi, citing its inability to fund its plans and a lack of
feasible alternatives, publicly stated that PBGC “may initiate an
involuntary termination” of the Deiphi salaried plan. Delphi and GM
entered into agreements with PBGC that provided PBGC an unsecured
claim in Delphi’s bankruptcy and released PBGC's current claims and

“The master sale and purchase agreement outlined, among other things, the assets
being sold by old GM to new GM and the liabilities being assumed by new GM from old
GM. Inre GMC, 407 B.R. 463, 481 {Bankr. S.D.N.Y. 2009) (Decision on debtor's motion
for approval of (1) sale of assets to Vehicle Acquisitions Moldings LLC; (2) assumption and
assignment of related executory contracts; and {3) entry into UAW retiree settiement
agreement).

15Objection to Debtors’ Motion Pursuant to 11 U.8.C. §§ 105, 383(b), (), (k) and (m), and
365 and Fed. R. Bankr. P. 2002, 6004, and 6006, to (1) 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 (il) Schedule Sale Approval Hearing, Inre
General Motors Corporation, No. 08-50026(REG) (Bankr. S.D.N.Y. June 19, 2009).

6407 BR. 512

Page 8 GAO-12-908T
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foreign liens on Delphi's assets on July 21, 2009."7 On July 22, 200912
days after the sale of GM’s assets to new GM—PBGC announced the
termination of all six of Delphi’'s qualified DB plans, and on August 10,
2009, PBGC assumed trusteeship of the plans, PBGC determined that
the Delphi pension plans were underfunded by $7 billion when they were
terminated. PBGC estimates that it will need to make up about $6 billion
of that shortfall using PBGC funds,® leaving plan participants to bear the
loss of the $1 billion difference through reduced benefit amounts provided
by PBGC, consistent with statutory limitations. *®

New GM Ultimately
Agreed to Provide Top-Ups
for IUE and USWA to Help
Finalize Delphi’s
Bankruptcy

The approval of the sale of old GM did not resolve IUE's and USWA's
claims that new GM was required to continue to provide the pension
benefit guarantees in accordance with collectively bargained agreements.
Both old GM and new GM denied these claims. According to a company
filing, new GM maintained that it was not obligated to assume or to
continue to abide by old GM's collective bargaining agreements with [UE
and USWA, while old GM maintained that it was entitled to cancel or
terminate all obligations arising from collective bargaining agreements
between old GM and {UE or USWA. In the summer of 2009, IUE and
USWA shifted the focus of their objections from the GM bankruptcy
settlement to the Delphi bankruptcy settlement. On July 9 and July 15,
2009, IUE and USWA, along with some of the splinter unions, filed

TPBGC agreed to release its $198 million of foreign fiens (foreign subsidiaries had not
filed for bankruptey) and other termination claims in exchange for a $3 billion unsecured
claim in Delphi's bankruptey, a $70 million cash contribution from GM, and 10 percent of
the first $7.2 billion of distributions from Delphi Automotive LLP, the newly created British
partnership that purchased most of Delphi’s assets.

BGM also assumed about $2 billion in net liabilities when it accepted the transfer of about
a fourth of Delphi's hourly plan in September 2008. In addition, GM expects to pay an
estimated $1 billion in top-up benefits to Delphi hourly employees.

¥pBGC pays participant bensfits only up to certain limits set forth by the Employee
Retirement Income Security Act of 1974. 29 U.S.C. §§ 1322 and 1322a. Participants
whose benefits under the plan would otherwise exceed these statutory limits may have
their benefits reduced to the guaranteed amount, unless the plan has sufficient assets to
pay the nonguaranteed portion of their benefits, either in part or in full.
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objections against Delphi's proposed reorganization plan and sale.?® On
July 15, 2009, DSRA filed an objection against Delphi's bankruptcy based
on Delphi's modified plan, including the termination of the salaried plan.
On July 30, 2009, the Delphi bankruptcy court overruled the IUE, USWA,
and DSRA objections and authorized the consummation of Delphi's
modified reorganization plan.

While new GM maintained that it was not obligated to provide top-ups to
Delphi [UE and USWA retirees, it did have reason to want to resolve
Delphi’'s bankruptcy, given GM’s reliance on Delphi for parts.?! Moreover,
IUE and USWA, which still represented part of Delphi’'s workforce,
needed to give their consent to finalize the sale of assets in Delphi’s
bankruptcy.?? According to a GM official’s court declaration, a prolonged
cessation in the supply of parts from Delphi to GM would have had a
“devastating effect on GM, its ability to reorganize, and the communities
that depend on employment by GM and its community of parts

Dpreliminary Objection of IUE-CWA to Motion for Order Authorizing and Approving the
Equity Purchase and Commitment Agreement Pursuant to Sections 105(a), 363(b), 503(b)
and 507(a) of the Bankruptcy Code, No. 05-44481 (RDD), (Bankr. S.D.NLY. July 9, 2009)
and Joinder of United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied
Industrial and Service Workers international Union to Preliminary Objection of IGUE
Locals and IBEW and IAM to Debtors’ Motion for Order Authorizing and Approving
Modified Plan of Reorganization, No. 05-44481 (RDD), (Bankr. S.D.N.Y. July. 15, 2009).
Objection to Debtors’ Proposed Modifications to Debtors’ First Amended Plan of
Reorganization (As Modified) at 2, No. 05-44481 (RDD) (Bankr. S.D.NLY. July 15, 2009).

21Acoording to a July 2009 declaration of a GM official, since the spin-off from GM, Delphi
was GM's largest component parts supplier, accounting for approximately 11.3 percent of
GM's North American purchases and 9.6 percent of GM's global purchases in 2008.
Declaration of Randall L. Pappal in Support of Debtors’ Motion for Entry of Order
Approving (1) Master Disposition Agreement for Purchase of Certain Assets of Delphi
Corp., () Related Agreements, (lIl) Assumption and Assignment of Executory Contracts,
IV} Agreement with PBGC, and (V) Entry into Alternative Transaction in Lieu Thereof, at
4, in re General Motors Corp., No. 08-50026 {Bankr. S.D.N.Y. July 8, 2009).

2Master Disposition Agreement among Delphi Corp.; GM Components Holdings, LLC;

Gen. Motors Co., Motors Liguidation Co.; DIP Holdco3, LLC, and the Other Selters and
Other Buyers Party Hereto at 96 (July 26, 2009).
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suppliers.”® As a result, new GM continued negotiating with [UE and
USWA to resolve their objections against Delphi’s bankruptcy case.

On September 10, 2009, new GM, old GM, IUE, and USWA signed a
settlement agreement that, among other things, required new GM {o
provide top-ups to retirees of Delphi represented by IUE or USWA who
were covered by the benefit guarantee agreements that GM had entered
with HUE and USWA in 1999.2* As part of the settlement agreement, [UE
and USWA agreed to withdraw their objections against Delphi's
bankruptcy, resulting in the completion of Delphi’s reorganization on
October 8, 2009, with the sale of its assets. The settlement agreement did
not provide top-ups to the splinter unions or to any other non-covered
employees, including all members of Delphi’'s salaried plan. On
September 14, 2009, DSRA filed a complaint against PBGC in U.S.
District Court related to the termination of Delphi’s salaried plan.?® DSRA
amended its complaint on November 5, 2009, to include new GM,

SThe July 2008 declaration of a GM official stated that Delphi was a scle-source, just-in-
time supplier of many critical parts to GM, inciuding parts that are used in almost every
GM product line in North America and identified several ways in which a cessation of parts
delivery by Delphi could affect GM, including that {1) most parts that Delphi manufactures
for GM are not readily available from an alternate source, and while GM could accelerate
efforts to re-source Delphi parts in the event of a supply interruption, the sheer magnitude
of the parts to be re-sourced and revalidation required would take at least several months
to achieve; (2) because GM operates on a just-in-time inventory delivery system, GM
plants relying on just-in-time shipments may run out of inventory of such parts and have to
shut down within a matter of days, if Delphi ever ceased shipping even a small fraction of
production parts to GM; and (3) the shutdown of GM plants as a resuit of termination of
deliveries of affected parts from Delphi could idie tens of thousands of GM workers,
significantly decrease GM's revenues, and increase GM's costs to expedite resourcing
efforts

gettlement Agreement Between and Among GMCO/MLC-UE-CWA and USWA
Regarding Retiree Heaith Care, Life insurance, Pension Top-Up, and Modification and
GMCO Assumption of MLC-IUE-CWA CBA, dated Sept. 10, 2000.

25Ccmplaint for Equitable Relief, No. 2.09-cv-13616 (E.D. Mich. Sept. 14, 2009).
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Treasury, and the Auto Task Force as defendants. New GM, Treasury,
and the Auto Task Force were later removed as defendants in the case.?®

GM'’s agreements with certain unions give rise to differences in participant
benefits. Because Delphi’s pension plans were terminated with
insufficient assets to pay all accrued benefits in July 2009, and because
PBGC must adhere to statutory limits on the amount of benefits it
guarantees to individuals, many Delphi retirees will receive less from
PBGC than their full benefit promised by Delphi. Based on PBGC's
review of cases as of June 2011, when GAO conducted its study, just
under half of both the hourly and salaried plan participants had received
reductions in their promised benefits due to the application of statutory
benefit limits.?” However, the approximately 80 percent of participants in
the hourly plan receiving the top-ups are protected from such benefit
reductions because GM will supplement their PBGC benefit to replace
any benefit loss, while other hourly employees as well as employees in
Delphi’s salaried plan and the other smaller plans are not protected from
such losses.

Treasury Worked with
GM to Resolve the
Delphi Bankruptcy

As GM's primary lender in bankruptcy, Treasury played a significant role
in helping GM resolve the Delphi bankruptcy in terms of GM’s interests.
However, court filings and statements from GM and Treasury officials
suggest that Treasury deferred to GM’s business judgment about the
Delphi pension plans—that is, their sponsorship and the decision to honor
existing top-up agreements, According to public records and Treasury
officials, Treasury agreed with GM's assessment that the company could
not afford the potential costs of sponsoring the Delphi hourly plan.

26De|phi salaried retirees are in litigation against PBGC about termination of Delphi's
pension plans. Black v. Pension Benefit Guar. Corp., No. 2:09-0v-13616 (Bankr. E.D.
Mich. filed Nov. 5, 2009). The court dismissed the retirees’ claims against new GM in
March 2010 and against Treasury and Treasury officials in September 2011, Black v,
Pension Benefit Guar. Corp., No. 2:09-cv-13618 (E.D. Mich. March 12, 2010} (Order
dismissing General Motors LLC). Order Granting Defendant United States Dep't of the
Treasury, Presidential Task Force on the Auto Industry, Timothy F. Geithner, Steven L.
Rattner, and Ron. A. Bloom's Reviewed Motion to Dismiss, No. 09-13616 (E.D. Mich.
Sept. 1, 2011).

27pBGC pays participants’ benefits only up fo certain limits set forth by the Employee
Retirement Income Security Act of 1974 (ERISA) and related regulations. Participants
whose benefits under the plan would otherwise exceed these statutory limits may have
their benefits reduced to the guaranteed amount, unless the plan has sufficient assets to
pay the nonguaranteed portion of their benefits, either in part or in full.

Page 12 GAO-12-908T
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Additionally, PBGC officials have maintained that their agency’s decision
to terminate the Delphi plans was made independent from Treasury’s
input. Treasury officials said that while Treasury did not explicitly approve
or disapprove of GM’s agreeing to honor previously negotiated top-up
agreements with some unions, it agreed that GM had solid commercial
reasons to enter into such an agreement.

Decisions Related to Plan
Sponsorship

From Treasury’s initial discussions with PBGC about Delphi’s pensions in
April 2009 until after GM’s bankruptey filing on June 1, 2009, Treasury
had anticipated that PBGC would terminate Delphi’s salaried pension
plan but that GM would assume the remaining portion of Delphi's hourly
plan, as called for in the second phase of the September 2008
agreement.®® According to a Treasury official’s deposition and our
interviews with Treasury officials, Treasury agreed with GM’s rationale not
to assume the now underfunded Delphi salaried plan, because that plan
had been fully funded when GM transferred it to Delphi in 1999. However,
the Treasury official’s deposition indicated that Treasury thought it was
reasonable for GM to assume the Delphi hourly plan for UAW-
represented workers, because of UAW’s continuing role with the new GM
and because the hourly plan, which covered both the UAW and other
union-represented workers, had not been fully funded at the time the plan
was transferred from GM to Delphi in 1999.%

According to our review of the records, Treasury was involved in
discussions with PBGC and GM on how {o address Delphi's pensions
before GM’s bankruptcy filing. Specifically, according to a Treasury
official’s deposition, initial discussions with PBGC, GM, and Treasury in
April and May 2009 centered on trying to reach an agreement under
which, among other things, the Delphi salaried plan would be terminated
and GM would assume the hourly pension plan. According to PBGC
officials, discussions in April and May 2009 revolved around how to deal
with Delphi's pension plans in light of the collapse of the automotive
market, growing concerns about Delphi's imminent liquidation and
inability to maintain its pension plans, and GM's own financial difficulties
and impending bankruptcy. However, PBGC officials told us that at this

Bpeposition of Treasury Official, No, 04-44481 (RDD) (8.D. N.Y. July 21, 2009).

according to the deposition, Treasury was not focused on the other unions’ plans at this
time but was concerned about UAW because of UAW's role for new GM.
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time, they had not reached any agreement with GM or Delphi about the
future of the Delphi pension plans.

According to court filings, GM officials first informed Treasury on June 3,
2009, (shortly after GM’s bankruptcy filing) that they had concerns about
taking on the hourly plan and had not built the cost of doing so into their
restructuring plan. in June 2009, GM developed and provided Treasury
with an assessment of the costs of Delphi’s pensions, which explained
that the restructuring plan did not assume the transfer of remaining Delphi
hourly or salaried plans. The assessment also stated that, subject to
certain conditions, GM was obligated to absorb the second transfer of
Delphi’s hourly plan but did not expect Deiphi to meet those conditions.®
GM also noted that it was not obligated to absorb Delphi’s salaried plans.
After reviewing GM'’s calculations and engaging in discussions with GM's
pension team, Treasury agreed with GM's assessment that taking on the
Delphi hourly plan was a “3 billion dollar liability that GM could not
afford.”®" In a legal brief, Treasury asserted that the department did not
dictate what should be done with the Delphi pensions and that Treasury
agreed with GM’s decisions. %

According to PBGC, Treasury did not play an active role in PBGC’s
decision to terminate the Delphi plans, although by statute the Secretary
of the Treasury is one of PBGC's three board members.® According to
PBGC officials, PBGC’s director informed the board of PBGC'’s decision
to seek termination of the Delphi plans, gave the board advance notice of

FThe assessment added that since the first transfer in September 2008, the unfunded
tability for the remainder of Delphi's hourly plan had increased from $1.5 billion to
approximately $3.2 to 3.5 billion as of March 31, 2009,

31Deposition of Treasury Official, No. 05-44481 (RDD) (S.D. N.Y. July 21, 2008). Upon
termination in July 2009, PBGC caiculated that the underfunding of the hourly plan totaled
$4.4 billion.

3Motion of Defendants U.S. Dep't of the Treasury et al. to Dismiss or, in the Alternative,
for Summary Judgment at 24, No. 2:09-CV-13616 (E.D. Mich. Feb. 18, 2010).

Fgus.C. § 1302(d). As we reported in GAO-12-168, PBGC's decision to terminate the
plans was ultimately precipitated by the apparent lack of a viable sponsor, impending
foreclosure on Delphi's assets, and the prospect of increased losses for PBGC and the
plans that would occur upon fiquidation. Qur examination of PBGC termination decisions
for nine of its ten largest insurance claims {Delphi's being the tenth) shows the agency
making assessments similar to those it made for the Delphi pension plans. See
GAO-12-168 for more details on this work.
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subsequent implementation of that decision, and routinely kept the board
informed of the agency’s actions in the Delphi bankruptcy case,
consistent with PBGC’s practice in other large cases. The law gives the
board responsibility to establish and oversee PBGC policies, but
according to PBGC, the board decides broad policy issues that may arise
from cases without getting involved directly in those cases.®* For their
part, Treasury officials acknowledged that the department had muitiple
roles in this process by virtue of its roles in PBGC oversight and in
managing the U.S. investment in new GM, but noted that Treasury does
not communicate with PBGC about its GM investment activities. 3
Moreover, in response to questions from Congress, the Treasury
Secretary stated that Treasury did not make the decision to terminate
Delphi's pension plans,®

Decisions Related to Top-
Up Agreements

Although GM decided not to assume the second installment of Delphi's
hourly plan, GM did decide to honor existing top-up agreements for
commercial reasons that Treasury found reasonable. As noted in a
Treasury official’s deposition, during GM’s bankruptcy process, GM was
prepared to honor the obligation of providing top-ups to Delphi UAW
retirees, while the situation was less clear in relation to comparable
agreements with [UE and USWA. GM officials told us that the company
agreed {o honor the top-up agreement with UAW during its restructuring
because of its dependence on the union, whose members made up a
substantial part of GM’s workforce, As previously noted, GM agreed to
provide top-ups to the Delphi UAW retirees as part of GM’s master sale
and purchase agreement, to which Treasury gave its approval.

According to a Treasury official's deposition, Treasury was kept apprised
of GM'’s ongoing bargaining with lUE and USWA on a variety of issues,
including the top-ups.® According to Treasury officials, Treasury’s
consent for transactions greater than $100 million, which had been

3426 U.8.C. § 1302(d) and {f).

BGAO-10-492.

*The Feder%l Bailout of AlG: Hearing before the H. Comm. on Oversight and Government
Reform, 111" Cong. 310 {2010} (answers to questions for the record from Timothy
Geithner, Secretary of the Treasury).

37Depcsitk>n of Treasury Official, No. 04-44481 (RDD) (S.D. N.Y. July 21, 2009).
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required before GM’s bankruptcy, was not required of new GM.
Therefore, Treasury’'s consent was not required when the settlement
agreement was signed 2 months after new GM began operations.
Negotiations resulted in the September 2009 settlement agreement
between new GM, old GM, 1UE, and USWA. According to the agreement,
the parties entered into it after consideration of the “factual and legal
arguments regarding these issues, as well as the costs, risks, and delays
associated with litigating these issues.”*®

Although Treasury officials said Treasury did not explicitly approve or
disapprove of GM providing top-ups to the Delphi UAW, USWA, and IUE
retirees, Treasury subsequently commented on GM's decision. In its legal
brief, Treasury stated that GM had solid commercial reasons for providing
the top-ups.® Specifically, Treasury stated that its aim in negotiating the
details of GM’s reorganization plan was to ensure that new GM would
assume only those liabilities of old GM that were “commercially
necessary” for new GM to operate. Treasury noted in the brief that
because of new GM’s dependence on the UAW workforce and the costs,
risks, and delays associated with litigating USWA’s and 1UE’s claims
related to the Delphi bankruptcy, new GM had solid commercial reasons
to agree to provide the top-ups to the Delphi UAW, USWA, and IUE
retirees. Additionally, Treasury officials noted that, unlike the hourly plan,
the salaried plan was fully funded at the time GM transferred it to Delphi.
Also, because GM was never obligated to provide top-ups to the salaried
or other retirees not represented by UAW, IUE, and USWA, GM did not
have any legal obligation to agree to provide top-ups to these groups.

This concludes my prepared statement. | would be pleased to answer any
questions you may have.

®gettiement Agreement Between and Among GMCO/MLC-IUE-CWA and USWA
Regarding Retiree Health Care, Life Insurance, Pension Top-Up, and Modification and
GMCO Assumption of MLC-IUE-CWA CBA, dated Sept. 10, 2009.

FMotion of Defendants U.S. Dep't of the Treasury et al. at 28, No, 2:09-cv-13616 (E.D.
Mich. Feb. 16, 2010).
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GAO Contact and For further information on thi_s testimony ?r GAOjs March and December
2011 reports on the termination of Delphi’s pension plans, please contact

Staff me at (202) 512-8678 or clowersa@gao.gov, or Barbara Bovbjerg,

Acknowledgments Managing Director, Education, Workforce, and Income Security Issues at

(202) 512-7215 or bovbjergh@gao.gov. Other key contributors to this
statement include Mark M. Glickman, Sarah Farkas, Charles Jeszeck,
Heather Krause, Raymond Sendejas, Margie Shields, and Craig Winslow.
Contact points for our Congressional Relations and Public Affairs offices
may be found on the last page of this statement.
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Mr. McHENRY. Thank you, and thank you for your testimony.
Professor Zywicki, you are recognized for five minutes.

STATEMENT OF TODD ZYWICKI

Mr. Zywicki. Thank you, Chairman McHenry, Ranking Member
Quigley, members of the Subcommittee.

It is my pleasure to testify today on matters related to the
Obama Administration’s Automotive Task Force and the refusal of
former Automotive Task Force members to cooperate in efforts to
understand the Task Force’s controversial decision to top-up Delphi
Corporation’s pension plan for Delphi employees who were mem-
bers of the United Auto Workers Labor Union.

General Motors’ decision to guarantee the obligations of a com-
pletely separate company, Delphi, was completely unjustified under
current established principles of bankruptcy law, and it increased
the cost to the taxpayer bail out the automotive industry by more
than $1 billion, with no reciprocal benefit to General Motors.

I commend this Committee for seeking answers to this unex-
plained behavior by the Automotive Task Force, and SIGTARP’s
Christy Romero for insisting on answers to these questions.

Altogether, the Government pumped $80 billion of TARP funds
into the bailouts of General Motors and Chrysler, and related enti-
ties, with, as Chairman McHenry suggested, not a shred of statu-
tory basis for allocating funds in that manner. According to the
United States Department of Treasury, it is estimated that, at cur-
rent share prices, the loss to the American taxpayers will be about
$23 billion from this investment in the automotive bailouts.

Now, it would be one thing to lose billions of dollars if it was nec-
essary to facilitate the bankruptcy reorganization of these compa-
nies. But according to a recent paper by James Sherk and me, the
entire loss to the taxpayers from the automotive bailouts is attrib-
utable to the unjustified preferential treatment of the UAW in
bankruptcy, to the tune of $26.5 billion.

To give you a sense of the size of those losses, that is larger than
NASA’s annual budget; that is larger than the entire foreign aid
budget; and that is larger than the annual budget of the State of
Missouri. It would be much more accurate to refer to this as a
UAW bailout, rather than an automotive bailout.

We have heard a lot of talk about shared sacrifice today, but I
think Steven Rattner, the Obama Administration’s former car czar,
said it best when he said we should have asked the UAW to do
more. We did not ask any UAW member to take a cut in their pay.

James Sherk and I document three different ways in which the
UAW was given preferential treatment here that resulted in this
massive loss to the taxpayers.

First, the UAW VEBAs were given far better treatment as unse-
cured creditors than any other unsecured creditors in either the
General Motors or Chrysler bankruptcy cases.

Second, UAW employees were given preferential treatment as
employees. Usually, in bankruptcy cases, when confronted with
above-market, uncompetitive wage scale, bankruptcies use to re-
duce them to competitive levels. What it is going on right now as
we see in the airline bankruptcies, for instance, in which bank-
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ruptcy has been used to bring airline bankruptcy wage scales to
competitive rates.

In General Motors, the UAW did make wage concessions, but on
behalf of future hires, not on behalf of any current employees, as
Steven Rattner admitted. And very few other concessions were
made. As a result, the wages for General Motors, in particular, still
remain above that of any foreign transplants and in any other
States.

Third brings us to the issue that we are here today, the $1 billion
that was given by General Motors to top-up the pensions of certain
Delphi employees, the United Auto Workers, the IUE, and the
USWA union members, but not other hourly employees or salaried
workers. How can this be?

Delphi was spun off in 1999, a full 10 years before the General
Motors bankruptcy. They were a completely separate company.
There was no continuing legal obligation for General Motors to pay
for the retirement of the employees of a completely separate com-
pany. Instead, all we have heard, as far as I can tell, is a farfetched
rationalization that we needed to squander $1 billion for some the-
oretical fear related to this. It is hard to see any explanation other
than political clout.

What I would like to know is whether any rational investor
would spend $1 billion of their own money to pay for the retire-
ment of employees of a completely separate company, or whether
they would be only willing to do it with our money, the money of
the taxpayers.

And perhaps it was necessary to have a targeted intervention in
order to deal with the frozen credit markets at the time. That could
be. Firms like this reorganize all the time, and I take any claims
like that with a grain of salt. But, by and large, this is a smoke-
screen for what we are talking about today.

The question is, today, whether or not it was worth throwing
away $26.5 billion worth of taxpayer dollars purely to preserve the
benefits and the wages and everything else of the UAW. Was it
worth it to go through bankruptcy and go through a process in
which the Indiana Teachers and Police Fighters lost some of their
secured bonds in order to enrich the UAW?

I look forward to questions.

[Prepared statement of Mr. Zywicki follows:]
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Chairman McHenry, Ranking Member Quigley, and members of the subcommittee: It is my pleasure to testify
today on matters related to the Obama administration’s Automotive Task Force and to the refusal of former Auto-
motive Task Force members to cooperate in efforts to understand the task force’s controversial decision to “top-
up” Delphi Corporation’s pension plan for Delphi employees who were members of the United Auto Workers
(UAW) labor union. General Motor’s decision to guarantee the obligations of a separate company—Delphi—was
completely unjustified under established principles of bankruptey law, and it increased the cost of the taxpayer
bailout of the automotive industry by more than $1 billion with no reciprocal benefit to General Motors (GM). I
commend this committee for seeking answers to this unexplained behavior by the Automotive Task Force.

The bankruptcy and bailouts of Chrysler and GM were unprecedented in the number of blatant irregularities and
in their abuses of the bankruptcy system. For Chrysler, for example, the U.S. government orchestrated a bank-
ruptcy case that ran roughshod over established principles of bankruptey law to plunder the interests of secured
creditors—including most notably the Indiana State Teachers and Police Officers retirement funds—in order to
transfer funds to the UAW as an unsecured creditor. Moreover, according to a study by Blaylock, Edwards, and
Stanfield, this politically motivated violation of one of the fundamental principles of bankruptcy weakened the
enforcement of creditor rights in the economy, leading to an increase in borrowing costs.! In addition, rather than
permitting a fair and open auction that would have maximized the value of the bankruptcy estate for all credi-
tors, the government imposed extraordinary restraints on the auction process that required competing bidders to
prefer the claims of the UAW’s Voluntary Employees Beneficiary Associations (VEBAs) and deterred competing
bidders.* The bankruptcy cases themselves featured extraordinary levels of politically motivated interventions by
politicians seeking to curry favor with constituents rather than to maximize the success of the reorganizations.?

1. See Bradley Blaylock, Alexander Edwards, and Jared Stanfeld, "Creditor Rights and Government Intervention,” 24th Australasian Finance
and Banking Conference 2011 {January 24, 2012), available online at http://ssrn.com/abstract=1685618 or http://dx.doi.org/10.2139/

ssrn. 1685618,

2. See Mark J. Roe and David Skeel, "Assessing the Chrysler Bankruptcy,” 108 Michigan Law Review 727 (2010}, Barry Adler, "A Reassessment
of Bankruptcy Reorganization after Chrysler and General Motors,” NYU Law and Economics Research Paper No. 10-04 (Dec. 31, 2009), availa-
ble online at hitp://papers.sst.com/sol3/papers.cfm?abstract_id=1530011,

3. See Todd J. Zywicki, "The Auto Bailout and the Rule of Law,” National Affairs 7 (Spring 2011): 66,

For more information or to meet with the scholars, contact
Robin Bowen, (703} 993-8582, rbowenS@gmu.edu
Mercatus Center at George Mason University, 3301 Fairfax Drive, 4" Floor, Arlington, VA 22201

The ideas presented in this document do nol represent official positions of the Mercatus Center or George Mason University.
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Much of the government’s political intervention in the bankruptey cases appears to have been motivated to ben-
efit the UAW rather than the companies themselves over U.S. taxpayers, who put billions of dollars at risk to fund
the bailouts.! The taxpayers spent a total of $80 billion on Chrysler, GM, and GM’s finance arm Ally Financial. A
substantial amount of these funds will never be repaid. The government has already written off or realized losses
of more than $7 bitlion. More losses will be realized as the government sells its remaining stake in GM and Ally
Financial. The U.S. Department of the Treasury projects that, at GM’s current stock price, taxpayers will lose $23
billion.’ It also estimates that taxpayers will lose $23 billion from its venture into the auto bailouts.® To get a better
sense of the size of those losses to the taxpayer, that amount substantially exceeds NASA’s annual budget and the
annual budget for all foreign aid programs and is approximately the size of the annual budget of the state of Missouri.

It would be one thing if these huge losses had been necessary to facilitate the bankruptcy reorganization of the
auto companies. But, according to a recent paper by James Sherk and me (a copy of which is enclosed with this
testimony), the entire loss to the American taxpayer was not necessary to save the U.S. auto industry.” Instead, the
entire loss is attributable to preferential treatment provided to the UAW in the bankruptcy cases bevond what they
would have received as creditors and employees in a typical bankruptey case. In total, this transfer from taxpay-
ers to the UAW amounts to approximately $26.5 billion. Had the UAW been treated the same as other similarly
situated parties in these and other bankruptcies, there would have been no loss to the taxpayers.

We document three ways in which the UAW was given unjustifiably preferential treatment in the bankruptey
cases. First, the UAW VEBAS® plans, which had unsecured claims in the Chrysler and GM cases, were given far
better treatment than other unsecured creditors in those cases. At the time of bankruptcy, GM owed these unse-
cured creditors $29.9 billion, for which they received 10 percent of the stock of “new” GM, which went public in
November 2010, and warrants to purchase 15 percent more at preferred prices. Yet the VEBA received 17.5 percent
of new GM and $9 billion in preferred stock and debt obligations. Based on GM’s current stock price, the VEBA
collected assets would be worth $17.8 billion—that is $12.2 billion more than if it had been treated like the other
unsecured creditors in the case.

The same thing happened at Chrysler, only to a greater degree. Chrysler’s junior creditors recovered none of their
$7 billion in claims. In normal bankruptcy proceedings, the UAW would have also collected nothing. Instead, it

4. U.S. Department of the Treasury, "Troubled Asset Relief Program (TARP): Monthly Report to Congress-April 2012" {May 10, 2012), available
onfine at http://www. treasury.gov/initiatives/financial-stability/ briefing-room/reports/105/ Documents 105/ April%20Monthly% 20Report%20
10%20Congress.pdf (accessed June 5, 2012).

5. Id. The Congressional Budget Office (CBO) estimated that the auto bailout will ultimately cost taxpayers about $20 biflion, based on a share
price for GM of $23.35 (price as of November 15, 2011). Any differences in the estimates among the CBO, Treasury, or any figures presented in
this testimony or the accompanying report are entirely mathematical: A fower GM share price increases the loss to the taxpayers and reduces the
size of the giveaway to the UAW. At all relevant times, however, the size of the transfer to the LUAW has exceeded the total loss to the taxpayers.
For example, the calculations used in this testimony are based on GM's epening share price on May 1, 2012 and converted to present value
terms (see attached report for details). Since May 1, GM's share price has fallen from $23.04 to $20.30, increasing the taxpayer losses to $24.06
billion and reducing the UAW subsidy by about $350 miltion.

6. These estimates exclude other indirect losses that increase the cost of the bailouts, such as the unusually preferential tax treatment provided
for carryforward of next operating losses in these cases, which allowed GM to carry forward $45 billion in net operating losses, an asset estima-
ted to be a $16 billion windfall to GM, which by increasing GM's share price also implicitly increases the size of the transfer from taxpayers to the
UAW proportional to the size of their stock holding. See Eric Bennett Rasmusen and Mark J. Roe, "Can the Treasury Exempt Companies It Owns
from Taxes? The $45 Billion General Motors Loss Carryforward Rule,” in Cato Papers on Public Policy (Jeffrey Miron, ed., Cato institute, 2011).
7. James Sherk and Todd Zywicki, "Auto Bailout or UAW Bailout? Taxpayer Losses Came from Subsidizing Union Compensation,” Heritage
Foundation Backgrounder No. 2700 (June 13, 2012), avallable online at http://www heritage.org/research/reports/2012/06/ auto-bailout-or-
uaw-bailout-taxpayer-losses-came-from-subsidizing-union-compensation.

8. The VEBA is formally called the UAW Retiree Medical Benefits Trust. Although technically a separate entity, the UAW VEBA exists solely to
provide benefits to UAW members, and the terms UAW and UAW VEBA are used interchangeably in this testimony.
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walked away owning almost half of new Chrysler and a $4.6 billion promissory note earning 9 percent interest.
Had the stock and note gone to the U.S. Treasury—which actually provided the money—instead of the UAW, Mr.
Sherk and I estimated that the bailout would have cost taxpayers $9.2 billion less.

Second, the political bankruptey also insulated the UAW from most of the sacrifices that unions usually make in
bankruptcy—and at taxpayer expense. Section 1113 of the U.S. Bankruptcy Code enables reorganizing companies
to improve their post-bankruptcy competitiveness by renegotiating union contracts to competitive rates. In April
of this year, for example, American Airlines proposed using this power to bring down its labor costs to the level
of its rivals, just as Delta and United Airlines had in earlier bankruptcy filings.

This did not happen in GM’s bankruptcy. The UAW did accept pay cuts—for new hires. But they only made modest
concessions for their existing members, such as eliminating the much-maligned Jobs Bank, which paid workers
even when they were laid off. As a result, GM still has higher labor costs (56 per hour) than any of its competi-
tors. In fact, Steven Rattner, the Obama administration’s former “car czar,” admitted to the Detroit Economic Club
last December, “We should have asked the UAW to do a bit more. We did not ask any UAW member to take a cut
in their [sic] pay™

Had bankruptcy brought GM compensation in line with its competitors’ (approximately $47 per hour), we esti-
mate the resulting cost savings would have increased the value of the taxpayers’ stake in GM by $4.1 billion. This
would still leave UAW members making 40 percent more than the average American manufacturing worker.

Third, UAW members also received preferences at Delphi, the auto parts manufacturer and former GM subsid-
iary—one of the matters being investigated today. When GM spun off Delphi, the automaker agreed to supplement
Delphi’s UAW members’ pensions if the company went bankrupt. Delphi did go under, and in 2009 filed to have
the Pension Benefit Guarantee Corporation (PBGC) take over its pension plan.

‘When the PBGC takes over pension benefits, it guarantees them but only to a certain limit. When Delphi filed for
bankruptcy the maximum pension benefits were $54,000 a year for retirees aged 65 and older, with lower benefits
for early retirees’® About half of Delphi’s union and non-union workers faced reductions in their pension benefits.

New GM no longer had an obligation to supplement the Delphi pensions. After all, Delphi was an entirely differ-
ent and independent company after the spin-off, and any obligations owed to Delphi employees were purely con-
tractual relationships with the employees of an independent company. Thus, the bankruptcy filing eliminated any
continuing obligation owed by GM to Delphi’s employees. However, new GM’s management—while being overseen
by the Obama administration—nonetheless agreed to spend $1billion to supplement the pensions of Delphi’s UAW
retirees. Other hourly employees and all employees in Delphi’s salaried pension plan were not as fortunate: GM
did not supplement their pensions. According to a U.S. Government Accountability Office report, approximately
28,500 employees were covered by the GM give-away to Delphi’s UAW employees, and about 41,000 were not."

Had new GM treated Delphi’s UAW and non-union employees equally, the Treasury could have paid $1 billion
less for the GM bailout. Instead, some workers became more equal than others.

9. Alex Nishimoto, "Rattner Says UAW Wages Should Have Been Cut During Bailouts," Motortrend, December 16, 2017, available online at
http://wot.motortrend.com/rattner-says-uaw-wages-should-have-been-cut-during-bailouts-147425 htmi#ixzz1sag52d2e (accessed May 31,
2012).

10. U.S. Government Accountability Office, "Delphi Pension Plans: GM Agreements with Unions Give Rise to Unique Differences in Parti-
cipant Benefits,” Report to Congressional Requesters, GAC-12-168, December 2011, Table 2, available online at hitp://www.gao.gov/as-
sets/590/587045 pdf (accessed May 31, 2012).
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GM employees who belonged to other unions received particularly harsh treatment. Approximately 2,500 employ-
ees at GM’s Moraine, Ohio, assembly plant belonged to the International Union of Electrical Workers (TUE). When
GM negotiated its 2007 contract with the UAW, it agreed to transfer work from Moraine to UAW facilities. The
bankruptcy deal that the Obama administration oversaw barred these laid-off TUE members from transferring
to any of the UAW facilities. While GM has rehired many laid-off UAW members, TUE employees have remained
on the sidelines.”

As noted above, Mr. Sherk and 1 have determined that, had the UAW been treated according to standard bank-
ruptcy principles, the cost of the automotive bailouts to U.S. taxpayers would have been $26.5 billion smaller. In
light of the Treasury’s estimate that the government will lose $23 billion on this investment, we conclude that the
entire loss to the taxpayers is the result of preferentially favorable, and completely unjustified, treatment of the
UAW in bankruptey.

Even leaving aside all of the other irregularities of the bankruptey cases that were taken to advance the interests
of UAW members over other claimants in the cases—including other retirees such as teachers and police officers
who held secured bonds in Chrysler—the government still could have avoided a massive loss of taxpayer funds if
it had simply treated the UAW according to standard bankruptcy rules. Of these irregularities, GM’s decision to
top-off the pensions of Delphi’s UAW employees—and only UAW members of Delphi—is among the most inex-
plicable. I commend this subcommittee for seeking answers to this billion-dollar question.

Thank you for the opportunity to testify today. 1look forward to your questions.

12. Sharon Terlep, "UAW Freezes Rival Out of Rebound,” Wall Street Journal, April 29, 2012, available online at http://online.wsj.com/article/
SB10001424052702304177104577 307184099140656.html {accessed June 5, 2012},
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Mr. McHENRY. Thank you, and thank you for your testimony.

We have two current federal folks that are in federal service on
this panel. I want to thank you for your current service to our Gov-
ernment and to our people.

I want to thank the three previous members that were in govern-
ment service for your service to our Government and to our people.
Public service should be just that.

Now, there are also consequences for the decisions we make,
given the public trust, and, in conjunction with that thought, that
is what this hearing is about.

I ask unanimous consent that our colleague from Ohio, Mr. John-
son, be allowed to participate in today’s hearing. Without objection,
that is ordered.

I will recognize myself for five minutes.

For more than a year SIGTARP has been trying to secure inter-
views to complete their work on this subject matter of the Delphi
pension decisions, and I want to ask Mr. Bloom why were you not
willing to cooperate.

Mr. BLooM. I was very involved in personal matters at the time.
I spent a long time in government service and I didn’t believe I had
anything that I could usefully contribute. But as I have said, if it
is important to the Committee, I am prepared to sit with them
now.

Mr. MCHENRY. Mr. Feldman, same question. Why were you sim-
ply not willing to cooperate?

Mr. FELDMAN. In 2009, when I was deposed with respect to these
issues, I had felt at that time that I had answered and given all
the information that I had available to me. I also, frankly, have left
public life and have an active and busy private life, and my re-
sponse to SIGTARP was I think you have everything I can give
you. Having said that, if an interview would be helpful, as I have
said to the staffers, I am prepared to cooperate.

Mr. McHENRY. Well, Mr. Feldman, to that matter, your attorney,
Mr. Shatter, was contacted. SIGTARP was actually in New York
and was willing to meet with you in August to September of last
year, and you wouldn’t participate.

Mr. Wilson, same question. Why were you not willing to cooper-
ate?

Mr. WILSON. Mr. Chairman, I will give you the same answer I
gave to Treasury at the time they approached me about it, which
was I gave a lengthy deposition. I think I sat for 10 or 12 hours
of testimony in the summer of 2009 related to the GM bankruptcy,
testified on anything under the sun, as you can imagine, during
that long period of time.

I had the experience of being interviewed for Mr. Rattner’s book
on these activities in early or the summer of 2010 and, frankly, I
knew then that I could barely recall a lot of the facts from a year
before and this was a year later, two years after the fact, and I said
to Treasury I don’t remember a lot of what we went through; I
could refresh my memory, it would take me probably a couple days
of reading through public documents to do that, and I am ex-
tremely busy, and I don’t know how much I can add.

And that was the exact response I gave to Treasury.
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Mr. McHENRY. Gotcha, you're busy. I hear you. Not too busy to
meet with Mr. Rattner about his book.

I would be happy to yield to my colleague.

Mr. QUIGLEY. Thank you.

Gentlemen, I respect your service, but let me just say this. The
percentage of the American public that thinks that we do the right
thing or will do the right thing is in single digits. The real cost of
the problems that we faced here, and in my community, of the
public’s perception of us and the public’s perception of corruption
is the loss of the ability to lead. The President characterized it as
a deficit of trust.

Now, I am not suggesting for a second that you all did anything
wrong, but you have to appreciate this lost year, for whatever the
personal reasons, whether you are in public service or not, really
doesn’t matter. It is the perception of how things are done. It is the
ability to have transparency to appreciate how you made the deci-
sions.

And if your answers, with all due respect, are I don’t remember,
I get that, or you just give the best answers you possibly can. But
when you do, when you put things off in this manner, you don’t
help us and you don’t help the decisions you made. Frankly, I think
we made the right decision, and we are going to discuss that later,
about the bailout, because I thought the industry mattered.

But I think the Chairman is correct. This was a mistake. And
I appreciate your willingness to testify here and to cooperate and
to be interviewed by SIGTARP, but it is hard to add anything to
what Ms. Romero said, except for the fact that it isn’t that you
have done anything wrong, it is that the American public has a
right to know how those decisions were made when so much money
was being spent, even if they agree with the decisions. So I mean
no disrespect. I just wanted to add, to an extent complement what
the Chairman was trying to say.

Mr. McHENRY. I thank the Ranking Member.

So the question I have, Mr. Bloom, is are you willing to submit
yourself to an interview with SIGTARP within the next, let’s say,
two months?

Mr. BLooM. Yes.

Mr. McHENRY. Mr. Feldman?

Mr. FELDMAN. Yes.

Mr. McHENRY. Mr. Wilson?

Mr. WiLsoON. Yes. I offered up for this afternoon. I haven’t gotten
a response yet, but I would be happy to do that.

Mr. McHENRY. Excellent.

Well, Ms. Romero, next time you don’t have people willing to sit
down with you for an interview, let me know; we will be happy to
have a hearing.

Ms. ROMERO. I can’t say how grateful I am to the Committee, to
the Chairman, to the Ranking Member of the full Committee,
Cummings, to Ranking Member Quigley. This is all we wanted.

We also have not reached any conclusion in our audit. How can
we reach a conclusion? I can’t characterize the role these gentle-
men played without giving them an opportunity to speak to that
role. This is all we have wanted and I am grateful, very grateful
for that.
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It also goes beyond just these three witnesses and this audit, as
I talked about in my opening statement. It will be a very, very dan-
gerous precedent if former Treasury officials or other government
officials who worked on TARP matters and then leave refuse to be
interviewed by SIGTARP, that that goes on and it is allowed. So
thank you very much.

Mr. McHENRY. Thank you.

I thank you for your willingness to submit yourself to this. Mr.
Rattner, who testified about this matter, the interview took ap-
proximately two hours with SIGTARP. I know you have busy lives.
I also know this was a very important matter in your life, in both
your public service and now in your private sector experience. This
is something major for our Nation and I think we need to have an
accurate portrayal of what actually happened and why you made
the decisions that you made. Books have been written about this.
There are going to be generations that talk about this excessive
amount of government intervention, whether justified or unjusti-
fied, and the results of those bailouts.

I also will submit for the record that currently the GM stock
price today is under $21. At the IPO it was $33. For the Govern-
ment to break even, for the taxpayer to break even, that number
had to be $53. With that, we have had $16 billion in direct losses
to the taxpayer based on the bailout of just GM.

I just want to submit that for the record.

I do have other questions, but in the interest of other members’
time, we will now recognize Mr. Quigley for five minutes, after
which we will recognize Mr. Ross for five minutes. Mr. Quigley.

Mr. QUIGLEY. Thank you, Mr. Chairman. I yield to the Ranking
Member of the full Committee, Mr. Cummings.

Mr. CuMMINGS. Thank you very much.

Mr. Chairman, I want to associate myself with your words and
those of Mr. Quigley and Ms. Romero with regard to the necessity
and the importance of witnesses cooperating in these investiga-
tions. And I want to thank the witnesses for being here and for
their service to the Country.

The former members of the Auto Task Force were part of the
Obama Administration’s successful rescue of the American auto-
motive industry. In December 2008, an analysis by the Economic
Policy Institute projected that “the bankruptcy of U.S. automakers
and the collapse of the domestic auto assembly industry could
eliminate up to 3.3 million U.S. jobs within the next year.” The col-
lapse of General Motors alone would lead to an estimated loss of
900,000 jobs. That calamity was averted by the actions of you, our
former members of the Government and the Obama Administra-
tion’s Auto Task Force, and you deserve our thanks and we do ap-
preciate what you have done.

Today’s hearing is not focused on these successes, but on why
these three individuals have not yet been interviewed by the Spe-
cial Inspector General for the Troubled Asset Relief Program,
which is conducting a review of the Auto Task Force’s work, and
I am very pleased to know that you all are willing to submit your-
self to being interviewed.

I recognize that you all are private citizens now and are under
no obligation to speak with the Inspector General, but we support
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the Inspector General’s Office and want them to complete their
work. As I understood it, this was the principal reason we were
holding today’s hearing.

However, in preparing for the hearing, my staff contacted each
of these three former officials and all three of them said what they
said today, that they are now willing to be interviewed.

The Chairman has apparently decided to go forward with today’s
hearing, and that is his right. But, as a result, we do not have the
benefit of the Inspector General’s final report, which I anxiously
look forward to. I think this could have been handled with a few
phone calls rather than a hearing, but that is not my call to make.

Mr. Chairman, if you are going to proceed, and I know you are,
I ask that you do so on an evenhanded basis. There is another
issue almost exactly like this one, in which an inspector general
has conducted a review, has sought to interview a former official,
and has been refused. Unlike the present case, however, there is
substantial evidence of serious abuses, as well as unethical and po-
tentially illegal conduct in that case.

On two occasions I have written to Chairman Issa about findings
by the Inspector General of the National Labor Relations Board
that a former Board member, Mr. Peter Schaumber, was regularly
receiving deliberative, pre-decisional, and inside information from
another Board member, Mr. Peter Flynn. The Inspector General
warned that Mr. Schaumber had received copies of draft Board de-
cisions and other deliberative information on pending Board ac-
tions. Yet, the Inspector General was never able to conduct an
interview of Mr. Schaumber, who was a former employee.

It seems to me that the only difference with that case is that it
involved a Republican. Mr. Schaumber served as a senior advisor
and co-chair of the Labor Policy Advisory Group to presidential
candidate Mitt Romney when he was engaged in these activities.

As I stated from the outset, I strongly support our inspectors
general and I believe our Committee should help them when they
cannot obtain access to information. So, Mr. Chairman, I know how
diligent you are, and I would like to ask you now will you su