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GENERAL MOTORS COMPANY AND SUBSIDIARIES

PART I

Item 1. Condensed Consolidated Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)

(Unaudited)

	
	
	
	
	Successor
	
	
	Predecessor
	

	
	
	
	Three Months
	
	
	Three Months
	
	

	
	
	
	
	Ended
	
	
	Ended
	

	
	
	
	March 31, 2010
	
	March 31, 2009
	

	
	
	
	
	
	
	
	
	
	
	

	
	Net sales and revenue
	
	$
	31,476
	$
	22,431
	

	Costs and expenses
	
	
	
	
	
	
	
	
	

	
	Cost of sales
	
	
	27,591
	
	
	24,611
	

	
	Selling, general and administrative expense
	
	
	2,684
	
	
	2,497
	

	
	Other expenses, net
	
	
	46
	
	
	985
	

	
	Total costs and expenses
	
	
	
	
	
	
	
	
	

	
	
	
	
	30,321
	
	
	28,093
	

	
	
	
	
	
	
	
	
	
	
	

	
	Operating income (loss)
	
	
	1,155
	
	
	(5,662)
	

	
	Equity in loss of GMAC
	
	
	—
	
	
	(500)
	

	
	Interest expense
	
	
	(337)
	
	
	(1,230)
	

	
	Interest income and other non-operating income, net
	
	
	485
	
	
	425
	

	
	Gain (loss) on extinguishment of debt
	
	
	(1)
	
	
	906
	

	Income (loss) before income taxes and equity income
	
	
	
	
	
	
	
	
	

	
	
	
	1,302
	
	
	(6,061)
	

	
	Income tax expense (benefit)
	
	
	509
	
	
	(114)
	

	
	Equity income, net of tax
	
	
	403
	
	
	48
	

	
	
	
	
	
	
	
	
	
	
	

	
	Net income (loss)
	
	
	1,196
	
	
	(5,899)
	

	
	Less: Net income attributable to noncontrolling interests
	
	
	128
	
	
	76
	

	
	
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to stockholders
	
	
	1,068
	
	
	(5,975)
	

	
	Less: Cumulative dividends on preferred stock
	
	
	203
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to common stockholders
	
	$
	865
	$
	(5,975)
	

	Earnings (loss) per share (Note 21)
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Basic
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to common stockholders
	$
	1.73
	$
	(9.78)
	

	
	Weighted-average common shares outstanding
	
	
	500
	
	
	611
	

	
	Diluted
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to common stockholders
	$
	1.66
	$
	(9.78)
	

	
	Weighted-average common shares outstanding
	
	
	522
	
	
	611
	









Reference should be made to the notes to the condensed consolidated financial statements.
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GENERAL MOTORS COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions, except share amounts)

(Unaudited)

	
	
	
	
	
	Successor
	
	
	

	
	
	
	March 31,
	December 31,
	
	

	
	
	
	
	2010
	
	
	2009
	
	

	
	ASSETS
	
	
	
	
	
	
	
	

	
	Current Assets
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	$
	23,310
	
	$
	22,679
	

	
	Marketable securities
	
	
	153
	
	
	134
	
	

	
	Total cash, cash equivalents and marketable securities
	
	
	23,463
	
	
	22,813
	

	
	Restricted cash
	
	
	12,741
	
	
	13,917
	

	
	Accounts and notes receivable (net of allowance of $188 and $250)
	
	
	8,694
	
	
	7,518
	

	
	Inventories
	
	
	11,192
	
	10,107
	

	
	Assets held for sale
	
	
	60
	
	
	388
	

	
	Equipment on operating leases, net
	
	
	2,319
	
	
	2,727
	

	
	Other current assets and deferred income taxes
	
	
	1,888
	
	
	1,777
	
	

	
	Total current assets
	
	
	60,357
	
	
	59,247
	

	
	Non-Current Assets
	
	
	
	
	
	
	
	

	
	Equity in net assets of nonconsolidated affiliates
	
	
	8,430
	
	
	7,936
	

	
	Assets held for sale
	
	
	—
	
	530
	

	
	Property, net
	
	
	18,432
	
	
	18,687
	

	
	Goodwill
	
	
	30,487
	
	
	30,672
	

	
	Intangible assets, net
	
	
	13,690
	
	
	14,547
	

	
	Other assets
	
	
	4,625
	
	
	4,676
	
	

	
	Total non-current assets
	
	
	75,664
	
	
	77,048
	
	

	
	Total Assets
	$
	136,021
	
	$
	136,295
	

	
	LIABILITIES AND EQUITY
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Current Liabilities
	
	
	
	
	
	
	
	

	
	Accounts payable (principally trade)
	$
	20,450
	
	$
	18,725
	

	
	Short-term debt and current portion of long-term debt (including debt at GM Daewoo of $1,308
	
	
	
	
	
	
	
	

	
	at March 31, 2010; Note 9)
	
	
	8,773
	
	
	10,221
	

	
	Liabilities held for sale
	
	
	60
	
	
	355
	

	
	Accrued expenses (including derivative liabilities at GM Daewoo of $339 at March 31, 2010; Note 9)
	
	
	22,755
	
	
	23,134
	
	

	
	Total current liabilities
	
	
	52,038
	
	
	52,435
	

	
	Non-Current Liabilities
	
	
	
	
	
	
	
	

	
	Long-term debt (including debt at GM Daewoo of $740 at March 31, 2010; Note 9)
	
	
	5,401
	
	
	5,562
	

	
	Liabilities held for sale
	
	
	—
	
	270
	

	
	Postretirement benefits other than pensions
	
	
	8,794
	
	
	8,708
	

	
	Pensions
	
	
	26,492
	
	
	27,086
	

	
	Other liabilities and deferred income taxes
	
	
	13,245
	
	
	13,279
	
	

	
	Total non-current liabilities
	
	
	53,932
	
	
	54,905
	
	

	Total Liabilities
	
	
	105,970
	
	
	107,340
	

	
	Commitments and contingencies (Note 16)
	
	
	
	
	
	
	
	

	
	Preferred stock, $0.01 par value (1,000,000,000 shares authorized, 360,000,000 shares issued and outstanding (each with a $25.00 liquidation preference) at March 31,
	
	
	
	
	
	
	
	

	
	2010 and December 31, 2009)
	
	
	6,998
	
	
	6,998
	

	
	Equity
	
	
	
	
	
	
	
	

	
	Common stock, $0.01 par value (2,500,000,000 shares authorized, 500,000,000 shares issued and outstanding at March 31, 2010 and December 31, 2009)
	
	
	5
	
	
	5
	

	
	Capital surplus (principally additional paid-in capital)
	
	
	24,050
	
	
	24,050
	

	
	Accumulated deficit
	
	
	(3,529)
	
	(4,394)
	

	
	Accumulated other comprehensive income
	
	
	1,713
	
	
	1,588
	
	

	
	Total stockholders’ equity
	
	
	22,239
	
	
	21,249
	

	
	Noncontrolling interests
	
	
	814
	
	
	708
	
	

	
	Total equity
	
	
	23,053
	
	
	21,957
	
	

	
	Total Liabilities and Equity
	$
	136,021
	
	$
	136,295
	

	
	
	
	
	
	
	
	
	
	



Reference should be made to the notes to the condensed consolidated financial statements.
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GENERAL MOTORS COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY (DEFICIT)

(In millions)

(Unaudited)

	
	
	
	
	
	
	Common Stockholders’
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	Other
	
	
	
	
	Comprehensive
	
	Total
	

	
	
	Common
	
	Capital
	Accumulated
	
	Comprehensive
	
	Noncontrolling
	
	Income
	
	Equity
	

	
	
	
	Stock
	
	
	Surplus
	
	
	Deficit
	
	
	Income (Loss)
	
	
	
	Interests
	
	
	(Loss)
	
	
	(Deficit)
	
	

	
	Balance December 31, 2008, Predecessor
	$
	1,017
	$16,489
	$
	(70,727)
	$
	(32,339)
	$
	484
	
	
	
	$ (85,076)
	

	
	Net income (loss)
	
	—
	
	—
	
	(5,975)
	
	
	—
	
	
	76
	$
	(5,899)
	(5,899)
	

	
	Other comprehensive income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency translation adjustments
	
	—
	
	—
	
	—
	
	
	(261)
	
	
	(27)
	
	(288)
	
	
	
	

	
	Cash flow hedging gains, net
	
	—
	
	—
	
	—
	
	
	248
	
	
	
	116
	
	364
	
	
	
	
	

	
	Unrealized loss on securities
	
	—
	
	—
	
	—
	
	
	(2)
	
	
	—
	
	(2)
	
	
	
	

	
	Defined benefit plans
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net prior service benefit
	
	—
	
	—
	
	—
	
	
	1,683
	
	
	
	—
	
	1,683
	
	
	
	
	

	
	Net actuarial loss
	
	—
	
	—
	
	—
	
	
	(1,276)
	
	
	—
	
	(1,276)
	
	
	
	

	
	Net transition asset / obligation
	
	—
	
	—
	
	—
	
	
	1
	
	
	
	—
	
	1
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Other comprehensive income (loss)
	
	—
	
	—
	
	—
	
	
	393
	
	
	
	89
	
	482
	
	482
	

	
	Comprehensive income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	$
	(5,417)
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Dividends declared or paid to noncontrolling interests
	
	—
	
	—
	
	—
	
	
	—
	
	
	(25)
	
	
	
	(25)
	

	
	Other
	
	1
	
	—
	
	(1)
	
	
	—
	
	
	(2)
	
	
	
	(2)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance March 31, 2009, Predecessor
	$
	1,018
	$16,489
	$
	(76,703)
	$
	(31,946)
	$
	622
	
	
	
	$ (90,520)
	

	Balance December 31, 2009, Successor
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	5
	$24,050
	$
	(4,394)
	$
	1,588
	
	$
	708
	
	
	
	$ 21,957
	

	
	Net income (loss)
	
	—
	
	—
	
	1,068
	
	
	—
	
	
	128
	$
	1,196
	
	1,196
	

	
	Other comprehensive income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency translation adjustments
	
	—
	
	—
	
	—
	
	
	27
	
	
	
	(12)
	
	15
	
	
	
	
	

	
	Cash flow hedging gains, net
	
	—
	
	—
	
	—
	
	
	14
	
	
	
	—
	
	14
	
	
	
	
	

	
	Unrealized loss on securities
	
	—
	
	—
	
	—
	
	
	(4)
	
	
	—
	
	(4)
	
	
	
	

	
	Defined benefit plans
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net prior service cost
	
	—
	
	—
	
	—
	
	
	(2)
	
	
	—
	
	(2)
	
	
	
	

	
	Net actuarial gain
	
	—
	
	—
	
	—
	
	
	90
	
	
	
	—
	
	90
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Other comprehensive income (loss)
	
	—
	
	—
	
	—
	
	
	125
	
	
	
	(12)
	
	113
	
	113
	

	
	Comprehensive income (loss)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	$
	1,309
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Effects of adoption of amendments to ASC 810-10
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	regarding variable interest entities (Note 3)
	
	—
	
	—
	
	—
	
	
	—
	
	
	76
	
	
	
	76
	

	
	Cash dividends paid to GM preferred stockholders
	
	—
	
	—
	
	(203)
	
	
	—
	
	
	—
	
	
	
	(203)
	

	
	Dividends declared or paid to noncontrolling interests
	
	—
	
	—
	
	—
	
	
	—
	
	
	(52)
	
	
	
	(52)
	

	
	Other
	
	—
	
	—
	
	—
	
	
	—
	
	
	(34)
	
	
	
	(34)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance March 31, 2010, Successor
	$
	5
	$24,050
	$
	(3,529)
	$
	1,713
	
	$
	814
	
	
	
	$ 23,053
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Reference should be made to the notes to the condensed consolidated financial statements.
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GENERAL MOTORS COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)

(Unaudited)

	
	
	
	
	Successor
	
	Predecessor
	

	
	
	
	Three Months
	
	
	Three Months
	
	

	
	
	
	
	Ended
	
	
	Ended
	

	
	
	
	
	March
	
	
	March
	

	
	
	
	
	31, 2010
	
	
	
	31, 2009
	
	

	
	Net cash provided by (used in) operating activities
	$
	1,746
	
	$
	(9,390)
	

	
	Cash flows from investing activities
	
	
	
	
	
	
	
	
	

	
	Expenditures for property
	
	
	(755)
	
	
	(1,566)
	

	
	Investments in marketable securities, acquisitions
	
	
	(88)
	
	
	(76)
	

	
	Investments in marketable securities, liquidations
	
	
	76
	
	
	
	82
	

	
	Investment in GMAC
	
	
	—
	
	
	(884)
	

	
	Investment in companies, net of cash acquired
	
	
	(50)
	
	
	—
	

	
	Operating leases, liquidations
	
	
	134
	
	
	
	295
	

	
	Change in restricted cash
	
	
	1,241
	
	
	
	(151)
	

	
	Other
	
	
	88
	
	
	
	(15)
	

	
	
	
	
	
	
	
	
	
	
	

	
	Net cash provided by (used in) investing activities
	
	
	646
	
	
	
	(2,315)
	

	
	Cash flows from financing activities
	
	
	
	
	
	
	
	
	

	
	Net decrease in short-term debt
	
	
	(100)
	
	
	(870)
	

	
	Proceeds from debt owed to UST
	
	
	—
	
	
	10,284
	

	
	Proceeds from issuance of long-term debt
	
	
	117
	
	
	
	62
	

	
	Payments on debt owed to UST and EDC
	
	
	(1,379)
	
	
	—
	

	
	Payments on long-term debt
	
	
	(123)
	
	
	(99)
	

	
	Fees paid for debt modification
	
	
	—
	
	
	(63)
	

	
	Cash dividends paid to GM preferred stockholders
	
	
	(203)
	
	
	—
	

	Net cash provided by (used in) financing activities
	
	
	
	
	
	
	
	
	

	
	
	
	(1,688)
	
	
	9,314
	

	
	Effect of exchange rate changes on cash and cash equivalents
	
	
	(53)
	
	
	(214)
	

	Net increase (decrease) in cash and cash equivalents
	
	
	
	
	
	
	
	
	

	
	
	
	651
	
	
	
	(2,605)
	

	
	Cash and cash equivalents reclassified as assets held for sale
	
	
	(20)
	
	
	—
	

	
	Cash and cash equivalents at beginning of the period
	
	
	22,679
	
	
	
	14,053
	
	

	
	Cash and cash equivalents at end of the period
	$
	23,310
	
	$
	11,448
	

	
	
	
	
	
	
	
	
	
	
	














Reference should be made to the notes to the condensed consolidated financial statements.
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GENERAL MOTORS COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Nature of Operations

General Motors Company was formed by the United States Department of the Treasury (UST) in 2009 originally as a Delaware limited liability company, Vehicle Acquisition Holdings LLC, and subsequently converted to a Delaware corporation, NGMCO, Inc. This company, which on July 10, 2009 acquired substantially all of the assets and assumed certain liabilities of General Motors Corporation (363 Sale) and changed its name to General Motors Company, is sometimes referred to in this Quarterly Report on Form 10-Q for the periods on or subsequent to July 10, 2009 as “we,” “our,” “us,” “ourselves,” the “Company,” “General Motors,” or “GM,” and is the successor entity solely for accounting and financial reporting purposes (Successor). General Motors Corporation is sometimes referred to in this Quarterly Report on Form 10-Q, for the periods on or before July 9, 2009, as “Old GM.” Prior to July 10, 2009 Old GM operated the business of the Company, and pursuant to the agreement with the Securities and Exchange Commission (SEC) Staff, the accompanying condensed consolidated financial statements include the financial statements and related information of Old GM as it is our predecessor entity solely for accounting and financial reporting purposes (Predecessor). In connection with the 363 Sale, General Motors Corporation changed its name to Motors Liquidation Company, which is sometimes referred to in this Quarterly Report on Form 10-Q, for the periods on or after July 10, 2009, as “MLC.” MLC continues to exist as a distinct legal entity for the sole purpose of liquidating its remaining assets and liabilities.

We develop, produce and market cars, trucks and parts worldwide. We analyze the results of our business through our three segments: General Motors North America (GMNA), General Motors International Operations (GMIO) and General Motors Europe (GME). Nonsegment operations are classified as Corporate. Corporate includes investments in GMAC Inc. (GMAC), certain centrally recorded income and costs, such as interest, income taxes and corporate expenditures, certain nonsegment specific revenues and expenses, including costs related to the Delphi Benefit Guarantee Agreements (as subsequently defined in Note 16) and a portfolio of automotive retail leases.

Note 2. Chapter 11 Proceedings and the 363 Sale

Background

As a result of historical unfavorable economic conditions and a rapid decline in sales in the three months ended December 31, 2008 Old GM determined that, despite the previous actions it had then taken to restructure its U.S. business, it would be unable to pay its obligations in the normal course of business in 2009 or service its debt in a timely fashion, which required the development of a new plan that depended on financial assistance from the U.S. government.

In December 2008 Old GM requested and received financial assistance from the U.S. government and entered into a loan and security agreement with the UST, which was subsequently amended (UST Loan Agreement). In early 2009 Old GM’s business results and liquidity continued to deteriorate, and, as a result, Old GM obtained additional funding from the UST under the UST Loan Agreement. Old GM also received funding from Export Development Canada (EDC), a corporation wholly-owned by the government of Canada, under a loan and security agreement entered into in April 2009 (EDC Loan Facility).

As a condition to obtaining the loans under the UST Loan Agreement, Old GM was required to submit a plan in February 2009 that included specific actions intended to demonstrate that it was a viable entity and to use its best efforts to achieve certain debt reduction, labor modification and VEBA modification targets.

On March 30, 2009 the President’s Designee determined that the plan was not viable and required substantial revisions. In conjunction with the March 30, 2009 announcement, the administration announced that it would offer Old GM adequate working capital financing for a period of 60 days while it worked with Old GM to develop and implement a more accelerated and aggressive restructuring that would provide a sound long-term foundation.

Old GM made further modifications to its plan in an attempt to satisfy the President’s Designee’s requirement that it undertake a substantially more accelerated and aggressive restructuring plan. The additional significant cost reduction and restructuring actions included reducing Old GM’s indebtedness and VEBA obligations, in addition to other cost reduction and restructuring actions.

5
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GENERAL MOTORS COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Our Annual Report on Form 10-K for the year ended December 31, 2009 (2009 Form 10-K) provides additional detail on Old GM’s liquidity constraints, the terms and conditions of its various funding arrangements with U.S. and Canadian governmental entities, and its various cost reduction and restructuring activities.

Chapter 11 Proceedings

Old GM was not able to complete the cost reduction and restructuring actions, including the debt reductions and VEBA modifications, which resulted in extreme liquidity constraints. As a result, on June 1, 2009 Old GM and certain of its direct and indirect subsidiaries filed voluntary petitions for relief under Chapter 11 (Chapter 11 Proceedings) of the U.S. Bankruptcy Code (Bankruptcy Code) in the U.S. Bankruptcy Court for the Southern District of New York (Bankruptcy Court).

In connection with the Chapter 11 Proceedings, Old GM entered into a secured superpriority debtor-in-possession credit agreement with the UST and EDC (DIP Facility) and received additional funding commitments from EDC to support Old GM’s Canadian operations.

363 Sale

On July 10, 2009 we completed the acquisition of substantially all of the assets and assumed certain liabilities of Old GM and certain of its direct and indirect subsidiaries (collectively, the Sellers). The 363 Sale was consummated in accordance with the Amended and Restated Master Sale and Purchase Agreement, dated June 26, 2009, as amended, (Purchase Agreement) between us and the Sellers, and pursuant to the Bankruptcy Court’s sale order dated July 5, 2009.

Accounting for the Effects of the Chapter 11 Proceedings and the 363 Sale

Chapter 11 Proceedings

Accounting Standards Codification (ASC) 852, “Reorganizations,” (ASC 852) is applicable to entities operating under Chapter 11 of the Bankruptcy Code. ASC 852 generally does not affect the application of U.S. GAAP that we and Old GM followed to prepare the consolidated financial statements, but it does require specific disclosures for transactions and events that were directly related to the Chapter 11 Proceedings and transactions and events that resulted from ongoing operations.

Old GM prepared its consolidated financial statements in accordance with the guidance in ASC 852 in the period June 1, 2009 through July 9, 2009. Revenues, expenses, realized gains and losses, and provisions for losses directly related to the Chapter 11 Proceedings were recorded in Reorganization gains, net in the period June 1, 2009 through July 9, 2009. Reorganization gains, net do not constitute an element of operating loss due to their nature and due to the requirement of ASC 852 that they be reported separately. Old GM’s balance sheet prior to the 363 Sale distinguished prepetition liabilities subject to compromise from prepetition liabilities not subject to compromise and from postpetition liabilities. Cash amounts provided by or used in the Chapter 11 Proceedings were separately disclosed in the statement of cash flows.

Application of Fresh-Start Reporting

The Bankruptcy Court did not determine a reorganization value in connection with the 363 Sale. Reorganization value is defined as the value of our assets without liabilities. In order to apply fresh-start reporting, ASC 852 requires that total postpetition liabilities and allowed claims be in excess of reorganization value and prepetition stockholders receive less than 50.0% of our common stock. Based on our estimated reorganization value, we determined that on July 10, 2009 both the criteria of ASC 852 were met and, as a result, we applied fresh-start reporting. In applying fresh-start reporting at July 10, 2009, which generally follows the provisions of ASC 805, “Business Combinations,” (ASC 805) we recorded the assets acquired and the liabilities assumed from Old GM at fair value except for deferred income taxes and certain liabilities associated with employee benefits. Our consolidated balance sheet at July 10, 2009, which includes the adjustments to Old GM’s consolidated balance sheet as a result of the 363 Sale and the application of fresh-start reporting, and related disclosures are discussed in Note 2 to our consolidated financial statements in our 2009 Form 10-K. These adjustments are final and no determinations of fair value are considered provisional.
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Note 3. Basis of Presentation and Recent Accounting Standards

On April 7, 2010 we filed a Registration Statement on Form 10 pursuant to an agreement with the SEC Staff, as described in a no-action letter issued to Old GM by the SEC Staff on July 9, 2009 regarding our filing requirements and those of MLC. After the expiration of 60 days from the filing date we will be subject to the filing requirements of Section 13 and 15(d) of the Securities Exchange Act of 1934. In accordance with the agreement with the SEC Staff, the accompanying unaudited condensed consolidated financial statements include the financial statements and related information of Old GM, for the period prior to July 10, 2009, the entity from whom we purchased substantially all of its assets and assumed certain of its liabilities.

The 363 Sale resulted in a new entity, General Motors Company, which is the successor entity solely for accounting and financial reporting purposes. Because we are a new reporting entity, our financial statements are not comparable to the financial statements of Old GM.

The accompanying condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the SEC for interim financial information. Accordingly, they do not include all of the information and footnotes required by U.S. GAAP for complete financial statements. The accompanying condensed consolidated financial statements include all adjustments, comprised of normal recurring adjustments, considered necessary by management to fairly state our results of operations, financial position and cash flows. The operating results for interim periods are not necessarily indicative of results that may be expected for any other interim period or for the full year. These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in our 2009 Form 10-K.

Use of Estimates in the Preparation of the Financial Statements

The condensed consolidated financial statements are prepared in conformity with U.S. GAAP, which requires the use of estimates, judgments, and assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and expenses in the periods presented. We believe that the accounting estimates employed are appropriate and the resulting balances are reasonable; however, due to the inherent uncertainties in making estimates actual results could differ from the original estimates, requiring adjustments to these balances in future periods.

Principles of Consolidation

Our unaudited condensed consolidated financial statements include our accounts and those of our subsidiaries that we control due to ownership of a majority voting interest. In addition, we consolidate variable interest entities (VIEs) when we are the VIE’s primary beneficiary. Our share of earnings or losses of nonconsolidated affiliates are included in our consolidated operating results using the equity method of accounting when we are able to exercise significant influence over their operating and financial decisions. When we are not able to exercise significant influence over such affiliates, we use the cost method of accounting. All intercompany balances and transactions have been eliminated in consolidation. Old GM utilized the same principles of consolidation in its condensed consolidated financial statements.

Recently Adopted Accounting Principles

Transfers of Financial Assets

In January 2010 we adopted certain amendments to ASC 860-10, “Transfers and Servicing.” ASC 860-10 eliminates the concept of a qualifying special-purpose entity (SPE), establishes a new definition of participating interest that must be met for transfers of portions of financial assets to be eligible for sale accounting, clarifies and amends the derecognition criteria for a transfer of financial assets to be accounted for as a sale, and changes the amount that can be recorded as a gain or loss on a transfer accounted for as a sale when beneficial interests are received by the transferor. The adoption of these amendments did not have a material effect on the condensed consolidated financial statements.
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Variable Interest Entities

In January 2010 we adopted amendments to ASC 810-10, “Consolidation” (ASC 810-10). These amendments require an enterprise to qualitatively assess the determination of the primary beneficiary of a VIE based on whether the enterprise: (1) has the power to direct the activities of a VIE that most significantly affect the entity’s economic performance; and (2) has the obligation to absorb losses of the entity or the right to receive benefits from the entity that could potentially be significant to the VIE. These amendments also require, among other considerations, an ongoing reconsideration of the primary beneficiary. In February 2010 the Financial Accounting Standards Board (FASB) issued guidance that permitted an indefinite deferral of these amendments for entities that have all the attributes of an investment company or that apply measurement principles consistent with those followed by investment companies. An entity that qualifies for the deferral will continue to be assessed under the overall guidance on the consolidation of VIEs in effect prior to the adoption of these amendments. This deferral was applicable to certain investment funds associated with our employee benefit plans and investment funds managing investments on behalf of unrelated third parties.

The amendments were adopted prospectively. Upon adoption, we consolidated General Motors Egypt (GM Egypt). Due to our application of fresh-start reporting on July 10, 2009 and because our investment in GM Egypt was accounted for using the equity method of accounting, there was no difference between the net assets added to the Condensed consolidated balance sheet upon consolidation and the amount of previously recorded interest in GM Egypt. As a result, there is no cumulative effect of a change in accounting principle to Accumulated deficit. However, the consolidation of GM Egypt resulted in an increase in Total assets of $254 million, an increase in Total liabilities of $178 million, and an increase in Noncontrolling interests of $76 million. The effect of these amendments was measured based on the amount at which the asset, liability and noncontrolling interest would have been carried or recorded in the condensed consolidated financial statements if these amendments had been effective since inception of our relationship with GM Egypt. Refer to Note 9 for additional information regarding the effect of the adoption of these amendments.

Accounting Standards Not Yet Adopted

In September 2009 the FASB issued Accounting Standards Update (ASU) 2009-13, “Multiple-Deliverable Revenue Arrangements.” ASU 2009-13 addresses the unit of accounting for multiple-element arrangements. In addition, ASU 2009-13 revises the method by which consideration is allocated among the units of accounting. The overall consideration is allocated to each deliverable by establishing a selling price for individual deliverables based on a hierarchy of evidence, including vendor-specific objective evidence, other third party evidence of the selling price, or the reporting entity’s best estimate of the selling price of individual deliverables in the arrangement. ASU 2009-13 will be effective prospectively for revenue arrangements entered into or materially modified in fiscal years beginning on or after June 15, 2010. We are currently evaluating the effects, if any, that ASU 2009-13 will have on the condensed consolidated financial statements.

Note 4. Acquisition and Disposals of Businesses

Acquisition of Delphi Businesses

In July 2009 we entered into the Delphi Master Disposition Agreement (DMDA) with Delphi Corporation (Delphi) and other parties, which was consummated in October 2009. Under the DMDA, we agreed to acquire Delphi’s global steering business (Nexteer) and four domestic component manufacturing facilities as well as make an investment in a new entity, New Delphi, which acquired substantially all of Delphi’s remaining assets. At October 6, 2009 the fair value of Nexteer and the four domestic facilities was $287 million and the assets acquired and liabilities assumed were consolidated and included in the results of our GMNA segment. Total assets of $1.2 billion were comprised primarily of accounts and notes receivables, inventories and property, plant and equipment. Total liabilities of $0.9 billion were comprised primarily of accounts payable, accrued expenses, short-term debt and other liabilities.

We funded the acquisitions, transaction related costs and settlements of certain pre-existing arrangements through net cash payments of $2.7 billion. We also assumed liabilities and wind-down obligations of $120 million, waived our claims associated with
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the Delphi liquidity support agreements of $850 million and waived our rights to claims associated with previously transferred pension costs for hourly employees. Of these amounts, we contributed $1.7 billion to New Delphi and paid the Pension Benefit Guarantee Corporation (PBGC) $70 million in October 2009. Our investment in New Delphi is accounted for using the equity method.

In January 2010 we announced that we intend to pursue a sale of Nexteer. We continue to pursue this sale and have not entered into a definitive sales agreement.

Sale of India Operations

In December 2009 we and SAIC Motor Hong Kong Investment Limited (SAIC-HK) entered into a joint venture, SAIC GM Investment Limited (HKJV) to invest in automotive projects outside of markets in China, initially focusing on markets in India. On February 1, 2010 we sold certain of our operations in India (India Operations), part of our GMIO segment, in exchange for a promissory note due in 2013. The amount due under the promissory note may be partially reduced, or increased, based on the India Operation’s cumulative earnings before interest and taxes for the three year period ending December 31, 2012. In connection with the sale we recorded net consideration of $194 million and an insignificant gain. The sale transaction resulted in a loss of control and the deconsolidation of the India Operations on February 1, 2010. Accordingly, we removed the assets and liabilities of the India Operations from our consolidated financial statements and recorded an equity interest in HKJV to reflect cash of $50 million we contributed to HKJV and a $123 million commitment to provide additional capital that we are required to make in accordance with the terms of the joint venture agreement. We have recorded a corresponding liability to reflect our obligation to provide additional capital.

Saab Bankruptcy and Sale

In February 2009 Saab Automobile AB (Saab), part of the GME segment, filed for protection under the reorganization laws of Sweden in order to reorganize itself into a stand-alone entity. Old GM determined that the reorganization proceeding resulted in a loss of the elements of control necessary for consolidation and therefore Old GM deconsolidated Saab in February 2009. Old GM recorded a loss of $824 million in Other expenses related to the deconsolidation. The loss reflects the remeasurement of Old GM’s net investment in Saab to its estimated fair value of $0, costs associated with commitments and obligations to suppliers and others, and a commitment to provide up to $150 million of DIP financing. We acquired Old GM’s investment in Saab in connection with the 363 Sale. In August 2009 Saab exited its reorganization proceeding, and we regained the elements of control and consolidated Saab at an insignificant fair value.

In February 2010 we completed the sale of Saab to Spyker Cars NV. Of the negotiated cash purchase price of $74 million, we received $50 million at closing and expect to receive the remaining $24 million in July 2010. We also received preference shares in Saab with a face value of $326 million and an estimated fair value that is insignificant and received $114 million as repayment of the DIP financing that we provided to Saab during 2009. In the three months ended

March 31, 2010 we recorded a gain of $123 million in Interest income and other non-operating income, net reflecting cash received of $166 million less net assets with a book value of $43 million.

At March 31, 2010 the assets and liabilities of Saab’s UK sales company (Saab GB) are classified as held for sale. Saab GB’s assets of $60 million include cash, inventory and receivables, and its total liabilities of $60 million primarily include accounts payable. The sale is expected to close in the three months ended June 30, 2010 once the conditions precedent in the share purchase agreement are completed.

Sale of 1% Interest in Shanghai General Motors Co., Ltd.

In February 2010 we sold a 1% ownership interest in Shanghai General Motors Co., Ltd. (SGM) to SAIC-HK, reducing our ownership interest to 49%. The sale of the 1% ownership interest to SAIC was predicated on our ability to work with SAIC to obtain a $400 million loan from a commercial bank to us. We also received a call option to repurchase the 1% which is contingently
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exercisable based on events which we do not unilaterally control. As part of the loan arrangement SAIC provided a commitment whereby, in the event of default, SAIC will purchase the ownership interest in SGM that we pledged as collateral for the loan. We recorded an insignificant gain on this transaction in the three months ended March 31, 2010.

Note 5. Inventories

The following table summarizes the components of our inventories (dollars in millions):

	
	
	
	
	Successor
	
	

	
	
	
	
	
	
	December
	

	
	
	
	March 31,
	
	
	31,
	

	
	
	
	
	2010
	
	
	2009
	

	
	Productive material, work in process, and supplies
	$
	4,761
	$
	4,201
	

	
	Finished product, including service parts
	
	
	6,431
	
	
	5,906
	

	
	Total inventories
	$
	11,192
	$
	10,107
	

	
	
	
	
	
	
	
	
	



The following table summarizes adjustments recorded to inventories related to company vehicles and vehicles returned from lease awaiting sale at auction as a result of lower of cost or market (LCM) analyses (dollars in millions):

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	
	Ended

	
	
	
	March
	
	
	
	March

	
	
	
	31, 2010
	
	
	
	31, 2009
	

	LCM adjustments on inventories
	$
	14
	
	$
	19
	



Note 6. Equity in Net Assets of Nonconsolidated Affiliates

Nonconsolidated affiliates are entities in which an equity ownership interest is maintained and for which the equity method of accounting is used, due to the ability to exert significant influence over decisions relating to their operating and financial affairs.

The following table summarizes information regarding equity in income (loss) of nonconsolidated affiliates (dollars in millions):

	
	
	
	Successor
	
	
	
	Predecessor
	

	
	
	Three Months
	
	
	Three Months
	
	

	
	
	
	Ended
	
	
	
	Ended
	

	
	
	March 31, 2010
	
	
	March 31, 2009
	
	

	SGM and SGMW (a)
	$
	356
	
	$
	105
	

	GMAC (b)
	
	—
	
	
	
	(500)
	

	Others
	
	47
	
	
	
	(57)
	

	Total equity in income (loss) of nonconsolidated affiliates
	
	
	
	
	
	
	
	

	
	$
	403
	
	
	$
	(452)
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a) Includes SGM (49%) and (50%) in the three months ended March 31, 2010 and 2009 and SAIC-GM-Wuling Automobile Co., Ltd. (SGMW) (34%). In February 2010 we sold a 1% ownership interest in SGM to SAIC, reducing our ownership interest to 49%. Refer to Note 4 for additional information regarding our ownership interest in SGM.

(b) GMAC converted its status to a C corporation effective June 30, 2009. At that date, Old GM began to account for its investment in GMAC using the cost method rather than the equity method as Old GM no longer exercised significant influence over GMAC. In connection with GMAC’s conversion into a C corporation, each unit of each class of GMAC Membership Interests was converted into shares of capital stock of GMAC with substantially the same rights and preferences as such Membership Interests.
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Investment in GMAC

The following tables summarize financial information of GMAC for the period GMAC was accounted for as a nonconsolidated affiliate (dollars in millions):

	
	
	Three Months

	
	
	
	Ended

	
	
	March 31, 2009

	Consolidated Statement of Loss
	
	
	
	

	Total financing revenue and other interest income
	$
	3,610

	Total interest expense
	$
	2,076

	Depreciation expense on operating lease assets
	$
	1,057

	Gain on extinguishment of debt
	$
	644

	Total other revenue
	$
	1,263

	Total noninterest expense
	$
	1,685

	Loss from continuing operations before income tax benefit
	$
	(740)

	Income tax benefit from continuing operations
	$
	(126)

	Net loss
	$
	(675)

	Net loss available to members
	$
	(798)



	
	March 31, 2009

	Condensed Consolidated Balance Sheet
	
	

	Loans held for sale
	$
	10,357

	Total finance receivables and loans, net
	$
	92,357

	Investment in operating leases, net
	$
	23,527

	Other assets
	$
	23,531

	Total assets
	$
	179,552

	Total debt
	$
	113,424

	Accrued expenses and other liabilities
	$
	35,165

	Total liabilities
	$
	157,531

	Senior preferred interests
	$
	5,000

	Preferred interests
	$
	1,287

	Total equity
	$
	22,021



GMAC – Preferred and Common Membership Interests

The following tables summarize the activity with respect to the investment in GMAC Common and Preferred Membership Interests for the period GMAC was accounted for as a nonconsolidated affiliate (dollars in millions):

	
	
	
	
	
	
	Predecessor
	
	
	

	
	
	
	GMAC Common
	
	GMAC Preferred
	
	

	
	
	
	
	Membership
	
	
	Membership
	

	
	
	
	
	Interests
	
	
	
	Interests
	
	

	
	Balance at January 1, 2009
	$
	491
	
	$
	43
	
	

	
	Old GM’s proportionate share of GMAC’s losses
	
	
	(500)
	
	
	—
	
	

	
	Investment in GMAC Common Membership Interests
	
	
	884
	
	
	
	—
	
	

	
	Other, primarily accumulated other comprehensive loss
	
	
	(121)
	
	
	—
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2009
	$
	754
	
	$
	43
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Transactions with Nonconsolidated Affiliates

Nonconsolidated affiliates are involved in various aspects of the development, production and marketing of cars, trucks and parts. The following tables summarize the effects of transactions with nonconsolidated affiliates which are not eliminated in consolidation (dollars in millions):

	
	
	
	
	Successor
	
	
	
	
	
	
	
	Predecessor
	

	
	
	
	
	Three Months
	
	
	
	
	
	
	
	
	Three Months
	
	

	
	
	
	
	Ended
	
	
	
	
	
	
	
	
	
	Ended
	

	
	
	
	
	March
	
	
	
	
	
	
	
	
	
	March
	

	
	
	
	
	31, 2010
	
	
	
	
	
	
	
	
	
	
	
	
	31, 2009
	
	
	

	
	Results of Operations
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Automotive sales
	
	
	$
	
	430
	
	
	
	
	
	
	
	$
	247
	
	

	
	Cost of sales
	
	
	$
	
	752
	
	
	
	
	
	
	
	$
	376
	
	

	
	Selling, general and administrative expense
	
	
	$
	
	(2)
	
	
	
	
	
	$
	13
	
	

	
	Interest income and other non-operating income (expense), net
	
	
	$
	
	(4)
	
	
	
	
	
	$
	1
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	March 31,
	
	
	December 31,
	
	

	
	
	
	
	
	
	2010
	
	
	
	
	
	
	
	2009
	
	
	

	
	Financial Position
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Accounts and notes receivable, net
	
	
	
	
	$
	620
	
	
	$
	594
	
	

	
	Accounts payable (principally trade)
	
	
	
	
	$
	350
	
	
	$
	396
	
	

	
	
	
	
	Successor
	
	
	
	
	
	Predecessor
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Three Months
	
	
	
	
	
	
	
	Three Months
	
	

	
	
	
	
	Ended
	
	
	
	
	
	
	
	
	
	
	
	
	
	Ended
	

	
	
	
	
	March
	
	
	
	
	
	
	
	
	
	
	
	
	March
	

	
	
	
	
	31, 2010
	
	
	
	
	
	
	
	
	
	
	31, 2009
	
	
	

	
	Cash Flows
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Operating
	$
	(197)
	
	
	
	
	
	
	
	$
	
	
	389
	
	

	
	Investing
	$
	(18)
	
	
	
	
	
	
	
	$
	
	
	10
	
	

	
	Financing
	$
	
	
	—
	
	
	
	
	
	$
	
	
	(2)
	
	

	Note 7. Goodwill
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	The following table summarizes the changes in the carrying amount of Goodwill (dollars in millions):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	

	
	
	
	
	GMNA
	
	
	
	GMIO
	
	
	GME
	
	
	
	
	
	Total
	
	

	
	Balance at January 1, 2010
	$26,409
	$ 928
	$3,335
	
	
	
	
	$30,672
	
	

	
	Effect of foreign currency translation and other
	
	
	3
	23
	(211)
	
	
	
	(185)
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2010
	
	$26,412
	$ 951
	$3,124
	
	
	
	
	$30,487
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Note 8. Intangible Assets, net

The following table summarizes the components of intangible assets (dollars in millions):

	
	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	

	
	
	
	
	March 31, 2010
	
	
	
	
	
	
	
	December 31, 2009
	
	
	
	

	
	
	
	Gross
	
	
	
	
	
	
	Net
	
	
	
	Gross
	
	
	
	
	
	
	Net
	

	
	
	Carrying
	
	Accumulated
	
	Carrying
	
	Carrying
	
	Accumulated
	
	Carrying

	
	
	Amount
	
	Amortization
	
	Amount
	
	Amount
	
	Amortization
	
	Amount

	
	Amortizing Intangibles
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Technology and intellectual property
	$
	7,749
	$
	2,103
	$
	5,646
	$
	7,741
	$
	1,460
	$
	6,281
	

	
	Brands
	
	5,432
	
	
	108
	
	
	5,324
	
	
	5,508
	
	
	72
	
	
	5,436
	

	
	Dealer network and customer relationships
	
	2,159
	
	
	99
	
	
	2,060
	
	
	2,205
	
	
	67
	
	
	2,138
	

	
	Favorable contracts
	
	527
	
	
	58
	
	
	469
	
	
	542
	
	
	39
	
	
	503
	

	
	Other
	
	20
	
	
	4
	
	
	
	16
	
	
	
	17
	
	
	3
	
	
	
	14
	

	
	Total amortizing intangible assets
	
	15,887
	
	
	2,372
	
	
	13,515
	
	
	16,013
	
	
	1,641
	
	
	14,372
	

	
	Non amortizing in-process research and development
	
	175
	
	
	—
	
	
	
	175
	
	
	
	175
	
	
	—
	
	
	
	175
	

	
	Total intangible assets
	$
	16,062
	$
	2,372
	$
	13,690
	$
	16,188
	$
	1,641
	$
	14,547
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



The following table summarizes amortization expense related to intangible assets (dollars in millions):

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	Amortization expense related to intangible assets
	$
	736
	
	$
	22
	



The following table summarizes estimated amortization expense related to intangible assets in each of the next five fiscal years (dollars in millions):

	
	Estimated Amortization

	
	
	Expense

	2011
	$
	1,785
	

	2012
	$
	1,560
	

	2013
	$
	1,227
	

	2014
	$
	610
	

	2015
	$
	313
	



Note 9. Variable Interest Entities

Consolidated VIEs

VIEs that we do not control through a majority voting interest that are consolidated because we are or Old GM was the primary beneficiary primarily include:

(1) previously divested suppliers for which we provide or Old GM provided guarantees or financial support; (2) a program announced by the UST in March 2009 to provide financial assistance to automotive suppliers (Receivables Program); (3) vehicle sales and marketing joint ventures that manufacture, market and sell vehicles in certain markets; (4) leasing SPEs which held real estate assets and related liabilities for which Old GM provided residual guarantees; and (5) an entity which manages certain private equity investments held by our and Old GM’s defined benefit plans, along with six associated general partner entities. Certain creditors and beneficial interest holders of these VIEs have or had limited, insignificant recourse to our general credit or Old GM’s general credit, as a result of which we or Old GM could be held liable for certain of the VIEs’ obligations. GM Daewoo
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Auto & Technology Co. (GM Daewoo), a non-wholly owned consolidated subsidiary that we control through a majority voting interest, is also a VIE because in the future it may require additional subordinated financial support. The creditors of GM Daewoo’s short-term debt of $1.3 billion, long-term debt of $740 million and current derivative liabilities of $339 million at March 31, 2010 do not have recourse to our general credit.

The following table summarizes the carrying amount of consolidated VIE assets and liabilities for entities that we do not also control through a majority voting interest (dollars in millions):

	
	
	
	
	
	
	Successor
	
	
	

	
	
	
	March 31, 2010 (a)(b)
	
	December 31, 2009 (a)
	
	

	
	Assets:
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	$
	103
	$
	15
	
	

	
	Restricted cash
	
	73
	
	
	191
	
	

	
	Accounts and notes receivable, net
	
	104
	
	
	14
	
	

	
	Inventories
	
	72
	
	
	15
	
	

	
	Other current assets
	
	23
	
	
	—
	
	

	
	Property, net
	
	50
	
	
	5
	
	

	
	Other assets
	
	44
	
	
	33
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Total assets
	$
	469
	$
	273
	
	

	Liabilities:
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	Accounts payable (principally trade)
	$
	161
	$
	17
	
	

	
	Short-term debt and current portion of long-term debt
	
	57
	
	
	205
	
	

	
	Accrued expenses
	
	64
	
	
	10
	
	

	
	Other liabilities and deferred income taxes
	
	58
	
	
	23
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	Total liabilities
	$
	340
	$
	255
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	



(a) Amounts exclude GM Daewoo.

(b) Amounts at March 31, 2010 reflect the effect of our adoption of amendments to ASC 810-10 in January 2010, which resulted in the consolidation of GM Egypt. At March 31, 2010 GM Egypt had Total assets of $327 million and Total liabilities of $246 million.

The following table summarizes the amounts recorded in earnings related to consolidated VIEs for entities that we do not also control through a majority voting interest (dollars in millions):

	
	
	
	Successor
	
	
	Predecessor

	
	
	
	Three Months
	
	
	
	Three Months
	

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010 (a)(b)
	
	
	March 31, 2009
	

	Net sales and revenue
	$
	173
	
	
	$
	9
	

	Cost of sales
	
	134
	
	
	
	—
	

	Selling, general and administrative expense
	
	11
	
	
	
	6
	

	Other expenses, net
	
	1
	
	
	
	—
	

	Interest expense
	
	3
	
	
	
	—
	

	Interest (income) and other non-operating (income), net
	
	(1)
	
	
	—
	

	Income tax expense
	
	3
	
	
	
	
	—
	

	Net income (loss)
	$
	22
	
	
	$
	3

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a)	Amounts exclude GM Daewoo.
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(b) Amounts recorded in the three months ended March 31, 2010 reflect our adoption of amendments to ASC 810-10 in January 2010, which resulted in the consolidation of GM Egypt. In the three months ended March 31, 2010 GM Egypt recorded Net sales and revenue of $162 million.

General Motors Egypt

GM Egypt is a 31% owned automotive manufacturing organization that was previously accounted for using the equity method. GM Egypt was founded in March 1983 to assemble and manufacture vehicles in Egypt. Certain voting and other rights permit us to direct those activities of GM Egypt that most significantly affect its economic performance. In connection with our adoption of amendments to ASC 810-10, we consolidated GM Egypt in January 2010.

Receivables Program

We determined that the Receivables Program was a VIE and that we are the primary beneficiary. At December 31, 2009 our equity contributions were $55 million and the UST had outstanding loans of $150 million to the Receivables Program. In the three months ended March 31, 2010 we repaid these loans in full. The Receivables Program was terminated in accordance with its terms in April 2010. Upon termination, we shared residual capital of $25 million in the program equally with the UST and paid a termination fee of $44 million.

Nonconsolidated VIEs

VIEs that are not consolidated because we are not or Old GM was not the primary beneficiary primarily include: (1) troubled suppliers for which we provide or Old GM provided guarantees or financial support; (2) vehicle sales and marketing joint ventures that manufacture, market and sell vehicles and related services; (3) leasing entities for which residual value guarantees are made; (4) certain research entities for which annual ongoing funding requirements exist; and (5) GMAC.

Guarantees and financial support are provided to certain current or previously divested suppliers in order to ensure that supply needs for production are not disrupted due to a supplier’s liquidity concerns or possible shutdowns. Types of financial support that we provide and Old GM provided include, but are not limited to: (1) funding in the form of a loan; (2) guarantees of the supplier’s debt or credit facilities; (3) one-time payments to fund prior losses of the supplier;

(4) indemnification agreements to fund the suppliers’ future losses or obligations; (5) agreements to provide additional funding or liquidity to the supplier in the form of price increases or change in payment terms; and (6) assisting the supplier in finding additional investors. The maximum exposure to loss related to these VIEs is not expected to be in excess of the amount of accounts and notes receivable recorded with the suppliers and any related guarantees.

We have and Old GM had investments in joint ventures that manufacture, market and sell vehicles in certain markets. These joint ventures are typically self-funded and financed with no contractual terms that require future financial support to be provided by us. However, future funding is required for HKJV, as subsequently discussed. The maximum exposure to loss is not expected to be in excess of the carrying amount of the investments recorded in Equity in net assets of nonconsolidated affiliates.
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The following table summarizes the amounts recorded for nonconsolidated VIEs and the related off-balance sheet guarantees and maximum contractual exposure to loss, excluding GMAC (dollars in millions):

	
	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	March 31, 2010
	
	
	
	
	
	
	December 31, 2009
	
	
	

	
	
	
	Carrying
	
	Maximum Exposure
	
	
	
	Carrying
	
	Maximum Exposure
	
	

	
	
	
	Amount
	
	to Loss (a)
	
	
	
	
	Amount
	
	to Loss (b)
	
	
	

	
	Assets:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Accounts and notes receivable, net
	$
	68
	$
	68
	
	$
	8
	$
	8
	
	

	
	Equity in net assets of nonconsolidated affiliates
	
	275
	
	
	228
	
	
	
	96
	
	
	50
	
	

	
	Other assets
	
	71
	
	
	71
	
	
	
	26
	
	
	26
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total assets
	$
	414
	$
	367
	
	$
	130
	$
	84
	
	

	Liabilities:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Accounts payable
	$
	46
	$
	(46)
	$
	—
	$
	—
	
	

	
	Accrued expenses
	
	(11)
	
	
	11
	
	
	
	—
	
	
	—
	
	

	
	Other liabilities
	
	271
	
	
	—
	
	
	—
	
	
	—
	
	

	Total liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	306
	$
	(35)
	$
	—
	$
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Off-Balance Sheet:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Residual value guarantees
	
	
	
	$
	—
	
	
	
	$
	32
	
	

	
	Loan commitments (c)
	
	
	
	
	
	115
	
	
	
	
	
	
	115
	
	

	
	Other guarantees
	
	
	
	
	
	10
	
	
	
	
	
	
	4
	
	

	
	Other liquidity arrangements (d)
	
	
	
	
	
	234
	
	
	
	
	
	
	
	—
	
	

	Total guarantees and liquidity arrangements
	
	
	
	$
	359
	
	
	
	
	$
	151
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Amounts at March 31, 2010 included $136 million related to troubled suppliers.

(b) Amounts at December 31, 2009 included $139 million related to troubled suppliers.

(c) Amounts at March 31, 2010 and December 31, 2009 included second lien term facility provided to American Axle and Manufacturing Holdings, Inc. (American Axle) of $100 million and other loan commitments of $15 million.

(d) Amounts at March 31, 2010 included our future capital funding commitment and other amounts related to HKJV of $223 million.

Stated contractual voting or similar rights for certain of our joint venture arrangements provide various parties with shared power over the activities that most significantly affect the economic performance of certain nonconsolidated VIEs. Such nonconsolidated VIEs are operating joint ventures located in developing international markets.

American Axle

In September 2009 we paid $110 million to American Axle, a former subsidiary and current supplier, to settle and modify existing commercial arrangements and acquire warrants to purchase 4 million shares of American Axle’s common stock. This payment was made in response to the liquidity needs of American Axle and our desire to modify the terms of our ongoing commercial arrangement. Under the new agreement, we also provided American Axle with a second lien term loan facility of up to $100 million. Additional warrants will be granted if amounts are drawn on the second lien term loan facility.

As a result of these transactions, we concluded that American Axle was a VIE for which we were not the primary beneficiary. This conclusion did not change upon our adoption of amendments to ASC 810-10 in January 2010 because we lack the power through voting or similar rights to direct those activities of American Axle that most significantly affect its economic performance. Our variable interests in American Axle include the warrants we received and the second lien term loan facility, which exposes us to
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possible future losses depending on the financial performance of American Axle. At March 31, 2010 no amounts were outstanding under the second lien term loan. At March 31, 2010 our maximum contractual exposure to loss related to American Axle was $133 million, which represented the fair value of the warrants of $33 million recorded in Non-current assets and the potential exposure of $100 million related to the second lien term loan facility.

GMAC

We own 16.6% of GMAC’s common stock and preferred stock with a liquidation preference of $1.0 billion. We have previously determined that GMAC is a VIE as it does not have sufficient equity at risk, however we are not the primary beneficiary. This conclusion did not change upon our adoption of amendments to ASC 810-10 in January 2010 because we lack the power through voting or similar rights to direct those activities of GMAC that most significantly affect its economic performance. Refer to Notes 6 and 22 for additional information on our investment in GMAC, our significant agreements with GMAC and our maximum exposure under those agreements.

Saab

In February 2010 we completed the sale of Saab to Spyker Cars NV. Our primary variable interest in Saab is the preference shares that we received in connection with the sale, which have a face value of $326 million and were recorded at an estimated fair value that is insignificant. We concluded that Saab is a VIE as it does not have sufficient equity at risk. We also determined that we are not the primary beneficiary because we lack the power to direct those activities that most significantly affect its economic performance. We continue to be obligated to fund certain Saab related liabilities, primarily warranty obligations related to vehicles sold prior to the disposition of Saab. At March 31, 2010 our maximum exposure to loss related to Saab was $70 million. Refer to Note 4 for additional information on the sale of Saab.

HKJV

In December 2009 we established the HKJV operating joint venture to invest in automotive projects outside of China, initially focusing on markets in India. HKJV purchased our India Operations in February 2010. We determined that HKJV is a VIE because it will require additional subordinated financial support, and we determined that we are not the primary beneficiary because we share the power with SAIC-HK to direct those activities that most significantly affect HKJV’s economic performance. We recorded a liability of $123 million for our future capital funding commitment to HKJV and we have a contingent future funding requirement of up to $223 million should certain conditions be met. Refer to Note 4 for additional information regarding HKJV.

Note 10. Depreciation and Amortization

The following table summarizes depreciation and amortization, including asset impairment charges, included in Cost of sales and Selling, general and administrative expense:

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	
	March 31, 2009
	

	
	Depreciation and impairment of plants and equipment
	$
	555
	
	$
	1,249
	

	
	Amortization and impairment of special tools
	
	394
	
	
	1,036
	

	
	Depreciation and impairment of equipment on operating leases
	
	118
	
	
	233
	

	
	Amortization of intangible assets
	
	736
	
	
	
	22
	

	
	Total depreciation, amortization and asset impairment charges
	$
	1,803
	
	$
	2,540
	

	
	
	
	
	
	
	
	
	



Old GM initiated restructuring plans prior to the 363 Sale to reduce the total number of powertrain, stamping and assembly plants and to eliminate certain brands and nameplates. As a result, Old GM recorded incremental depreciation and amortization on certain of
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these assets as they were expected to be utilized over a shorter period of time than their previously estimated useful lives. We record incremental depreciation and amortization for changes in useful lives subsequent to the initial determination. Old GM recorded incremental depreciation and amortization of approximately $0.4 billion in the three months ended March 31, 2009.

Note 11. Restricted Cash

Cash subject to contractual restrictions and not readily available is classified as restricted cash. Funds held in the UST Credit Agreement (as subsequently defined in Note 12) and Canadian Health Care Trust (HCT) escrow accounts are invested in government securities and money market funds in accordance with the terms of the escrow agreements. The following table summarizes the components of restricted cash (dollars in millions):

	
	
	
	
	Successor
	
	

	
	
	March 31, 2010
	
	December 31, 2009
	

	Current
	
	
	
	
	
	

	UST Credit Agreement (a)
	$
	11,286
	$
	12,475
	

	Canadian Health Care Trust (b)
	
	986
	
	
	955
	

	Receivables Program (c)
	
	70
	
	
	187
	

	Securitization trusts
	
	71
	
	
	191
	

	Pre-funding disbursements
	
	181
	
	
	94
	

	Other (d)
	
	147
	
	
	15
	

	Total current restricted cash
	
	12,741
	
	
	13,917

	Non-current (e)
	
	
	
	
	
	

	Collateral for insurance related activities
	
	650
	
	
	658
	

	Other non-current (d)
	
	671
	
	
	831
	

	Total restricted cash
	$
	14,062
	$
	15,406

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



(a) In March 2010 we made payments of $1.0 billion and $194 million on the UST Loans (as subsequently defined in Note 12) and Canadian Loan (as subsequently defined in Note 12). Upon making such payments, equivalent amounts were released to us from escrow. At March 31, 2010 per the terms of the UST Credit Agreement, funds were held in escrow and were to be released to us from escrow at our request if certain conditions were met. In April 2010 the UST Loans and Canadian Loan were paid in full and funds remaining in escrow were no longer subject to restrictions. Refer to Notes 12 and 25 for additional information on the UST Credit Agreement.

(b) Under the terms of an escrow agreement between General Motors of Canada Limited (GMCL), the EDC and an escrow agent, GMCL established a CAD $1.0 billion (equivalent to $893 million when entered into) escrow to fund certain of its healthcare obligations.

(c) The Receivables Program provided financial assistance to automotive suppliers by guaranteeing or purchasing certain receivables payable by us. In April 2010 the Receivable Program was terminated in accordance with its terms. Refer to Note 9 for additional information on the Receivables Program.

(d) Includes amounts related to various letters of credit, deposits, escrows and other cash collateral requirements.

(e) Non-current restricted cash is recorded in Other assets.
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Note 12. Short-Term and Long-Term Debt

The following table summarizes the components of short-term and long-term debt (dollars in millions):

	
	
	
	
	
	Successor
	
	
	

	
	
	
	March 31, 2010
	
	December 31, 2009
	
	

	
	Short-Term
	
	
	
	
	
	
	

	
	UST Loans (a)
	$
	4,677
	$
	5,712
	
	

	
	Canadian Loan (a)
	
	1,078
	
	
	1,233
	
	

	
	Short-term debt — third parties
	
	1,401
	
	
	1,475
	
	

	
	Short-term debt — related parties (b)
	
	896
	
	
	1,077
	
	

	
	Current portion of long-term debt
	
	721
	
	
	724
	
	

	
	Total short-term debt and current portion of long-term debt
	
	8,773
	
	
	10,221
	
	

	
	Long-Term
	
	
	
	
	
	
	

	
	VEBA Notes
	
	2,858
	
	
	2,825
	
	

	
	Other long-term debt
	
	2,543
	
	
	2,737
	
	

	
	Total debt
	$
	14,174
	
	$
	15,783
	
	

	Available under line of credit agreements (c)
	
	
	
	
	
	
	

	
	$
	671
	$
	618
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a) Refer to Note 25 for details regarding the payment of the UST Loans and Canadian Loan.

(b) Primarily dealer financing from GMAC for dealerships we own.

(c) Commitment fees are paid on credit facilities at rates negotiated in each agreement. Amounts paid and expensed for these commitment fees are insignificant.

UST Loans and VEBA Notes

As previously disclosed in our 2009 Form 10-K, Old GM received total proceeds of $19.4 billion from the UST under the UST Loan Agreement entered into on December 31, 2008. In connection with the Chapter 11 Proceedings, Old GM obtained additional funding of $33.3 billion from the UST and EDC under its DIP Facility. From these proceeds, $11.3 billion remained deposited in escrow at March 31, 2010.

On July 10, 2009 we entered into the UST Credit Agreement and assumed debt of $7.1 billion (UST Loans) maturing on July 10, 2015 which Old GM incurred under its DIP Facility. Immediately after entering into the UST Credit Agreement, we made a partial repayment due to the termination of the U.S. government sponsored warranty program, reducing the UST Loans principal balance to $6.7 billion. In December 2009 and March 2010 we made quarterly payments of $1.0 billion on the UST Loans.

In connection with the 363 Sale, we entered into the VEBA Note Agreement and issued VEBA Notes of $2.5 billion to the UAW Retiree Medical Benefits Trust (New VEBA). The VEBA Notes have an implied interest rate of 9.0% per annum. The VEBA Notes and accrued interest are scheduled to be repaid in three equal installments of $1.4 billion on July 15 of 2013, 2015 and 2017.

The obligations under the UST Credit Agreement and the VEBA Note Agreement are secured by substantially all of our assets, subject to certain exceptions, including our equity interests in certain of our foreign subsidiaries, limited in most cases to 65% of the equity interests of the pledged foreign subsidiaries due to tax considerations.
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The following table summarizes interest expense and interest paid on the UST Loans in the three months ended March 31, 2010 and the loans under the UST Loan Agreement (UST Loan Facility) in the three months ended March 31, 2009 (dollars in millions):

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	March 31, 2009

	Interest expense
	
	$
	99
	
	
	$
	478
	

	Interest paid
	$
	115
	
	$
	144
	

	The following table summarizes interest expense on the VEBA Notes (dollars in millions):
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Successor

	
	
	
	
	
	
	Three Months
	

	
	
	
	
	
	
	
	Ended

	
	
	
	
	
	
	March 31, 2010

	Interest expense
	
	
	
	
	
	$
	48
	



Canadian Loan Agreement and EDC Loan Facility

As previously disclosed in our 2009 Form 10-K, on July 10, 2009 we entered into the Canadian Loan Agreement and assumed a CAD $1.5 billion (equivalent to $1.3 billion when entered into) term loan (Canadian Loan) maturing on July 10, 2015. In March 2010 and December 2009 we made quarterly payments of $194 million and $192 million on the Canadian Loan.

The following table summarizes interest expense and interest paid on the Canadian Loan in the three months ended March 31, 2010 and the EDC Loan Facility in the three months ended March 31, 2009 (dollars in millions):

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	Interest expense
	$
	22
	
	$
	—
	

	Interest paid
	$
	22
	
	$
	—
	



Technical Defaults and Covenant Violations

Several of our loan facilities include clauses that may be breached by a change in control, a bankruptcy or failure to maintain certain financial metric limits. The Chapter 11 Proceedings and the change in control as a result of the 363 Sale triggered technical defaults in certain loans for which we have assumed the obligations. The total amount of the two loan facilities in technical default for these reasons at March 31, 2010 was $207 million. We continue to negotiate with the lenders to obtain waivers or reach settlements to cure these defaults. We have classified these loans as short-term debt at March 31, 2010.

Two of our loan facilities had financial covenant violations at December 31, 2009 related to exceeding financial ratios limiting the amount of debt held by the subsidiaries. One of these violations was cured within the 30 day cure period through the combination of an equity injection and the capitalization of intercompany loans. A loan facility of $68 million related to our powertrain subsidiary in Italy remained in default at March 31, 2010. We obtained a waiver on this loan facility in May 2010.

Covenants in our UST Credit Agreement, VEBA Note Agreement, Canadian Loan Agreement and other agreements required us to provide our annual consolidated financial statements by March 31, 2010. We received waivers deferring this requirement for the agreements with the UST, New VEBA and EDC. The April 7, 2010 filing of our 2009 Form 10-K and our Quarterly Report on Form 10-Q for the period ended September 30, 2009 satisfied these deferred requirements.
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Other Debt

In March 2009 Old GM entered into an agreement to amend its $1.5 billion U.S. term loan. Because the terms of the amended U.S. term loan were substantially different than the original terms, primarily due to the revised borrowing rate, Old GM accounted for the amendment as a debt extinguishment. As a result, Old GM recorded the amended U.S. term loan at fair value and recorded a gain on the extinguishment of the original loan facility of $906 million in the three months ended March 31, 2009. The term loan was repaid in full in June 2009 in connection with the Chapter 11 Proceedings.

Note 13. Product Warranty Liability

The following table summarizes activity for policy, product warranty, recall campaigns and certified used vehicle warranty liabilities (dollars in millions):

	
	
	
	
	
	
	
	Successor
	
	
	
	
	Predecessor
	
	

	
	
	
	
	Three Months
	
	
	July 10, 2009
	
	
	January 1, 2009
	
	Three Months
	

	
	
	
	
	
	Ended
	
	
	Through
	
	
	Through
	
	
	Ended

	
	
	
	
	March 31, 2010
	
	December 31, 2009
	
	
	July 9, 2009
	
	March 31, 2009

	
	Beginning balance
	
	$
	7,030
	
	
	$
	7,193
	
	
	$
	8,491
	
	
	$
	8,491
	

	
	Warranties issued and assumed in period
	
	
	614
	
	
	
	1,598
	
	
	
	1,069
	
	
	
	535

	
	Payments
	
	
	(821)
	
	
	(2,232)
	
	
	(1,851)
	
	
	(917)

	
	Adjustments to pre-existing warranties
	
	
	(19)
	
	
	291
	
	
	
	(153)
	
	
	(25)

	
	Effect of foreign currency translation
	
	
	(34)
	
	
	180
	
	
	
	63
	
	
	
	(107)

	
	Liability adjustment, net due to the deconsolidation of Saab (a)
	
	
	—
	
	
	—
	
	
	(77)
	
	
	(77)

	
	Ending balance
	
	
	6,770
	
	
	
	7,030
	
	
	
	7,542
	
	
	
	7,900
	

	
	Effect of application of fresh-start reporting
	
	
	—
	
	
	—
	
	
	(349)
	
	
	—

	
	Ending balance including effect of application of fresh-start reporting
	
	$
	6,770
	
	
	$
	7,030
	
	
	$
	7,193
	
	
	$
	7,900
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) In August 2009 Saab met the criteria to be classified as held for sale and, as a result, Saab’s warranty liability was classified as held for sale at December 31, 2009.
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Note 14. Pensions and Other Postretirement Benefits

The following table summarizes the components of pension and other postemployment benefits (OPEB) expense (income) (dollars in millions):

	
	
	U.S. Plans
	
	
	
	
	Non-U.S. Plans
	
	
	U.S. Other
	
	
	Non-U.S.
	
	

	
	
	Pension Benefits
	
	
	
	Pension Benefits
	
	
	
	
	Benefits
	
	
	
	Other Benefits
	

	
	Successor
	
	Predecessor
	
	Successor
	
	Predecessor
	
	Successor
	
	
	Predecessor
	Successor
	
	Predecessor

	
	
	Three
	
	
	
	
	Three
	
	
	
	Three
	
	
	
	Three
	
	
	
	Three
	
	
	
	Three
	
	
	Three
	
	
	
	Three
	

	
	Months
	
	
	Months
	
	Months
	
	
	Months
	
	Months
	
	
	
	Months
	Months
	
	
	Months

	
	
	Ended
	
	
	Ended
	
	
	Ended
	
	
	Ended
	
	
	Ended
	
	
	
	Ended
	
	Ended
	
	
	Ended

	
	March 31,
	
	March 31,
	
	March 31,
	
	March 31,
	
	March 31,
	
	
	March 31,
	March 31,
	
	March 31,

	
	
	2010
	
	
	
	
	2009
	
	
	
	2010
	
	
	
	2009
	
	
	
	2010
	
	
	
	2009
	
	
	2010
	
	
	
	2009
	

	Components of (income) expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Service cost
	$
	129
	
	$
	118
	$
	96
	
	$
	76
	
	$
	5
	
	$
	33
	
	$
	8
	
	$
	6

	Interest cost
	
	1,338
	
	
	1,467
	
	
	301
	
	
	
	277
	
	
	
	72
	
	
	
	775
	
	
	49
	
	
	48

	Expected return on plan assets
	
	(1,638)
	
	
	(1,824)
	
	
	(245)
	
	
	(160)
	
	
	—
	
	
	
	(212)
	
	—
	
	
	—

	Amortization of prior service cost (credit)
	
	—
	
	
	206
	
	
	—
	
	
	7
	
	
	
	—
	
	
	
	(494)
	
	(2)
	
	
	(26)

	Recognized net actuarial loss
	
	—
	
	
	338
	
	
	2
	
	
	
	83
	
	
	
	—
	
	
	
	13
	
	
	—
	
	
	9

	Curtailments, settlements and other
	
	—
	
	
	—
	
	
	(14)
	
	
	26
	
	
	
	—
	
	
	
	(30)
	
	—
	
	
	—

	Net periodic pension and OPEB (income)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	expense
	$
	(171)
	
	$
	305
	$
	140
	
	$
	309
	
	$
	77
	
	$
	85
	
	$
	55
	
	$
	37

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Significant Plan Amendments, Benefit Modifications and Related Events

Three Months Ended March 31, 2010

Patient Protection and Affordable Care Act

The Patient Protection and Affordable Care Act was signed into law in March 2010 and contains provisions that require all future reimbursement receipts under the Medicare Part D retiree drug subsidy program to be included in taxable income. This taxable income inclusion will not significantly affect us because effective January 1, 2010 we no longer provide actuarially equivalent prescription drug coverage to post-age 65 Medicare-eligible participants and we have a full valuation allowance against our net deferred tax assets in the U.S. We have assessed the other provisions of this new law, based on information known at this time, and we believe that the new law will not have a significant effect on our consolidated financial statements.

Three Months Ended March 31, 2009

2009 Special Attrition Program

In February 2009 Old GM announced the 2009 Special Attrition Program for eligible International Union, United Automobile, Aerospace and Agricultural Implement Workers of America (UAW)-represented employees, offering cash and other incentives for individuals who elected to retire or voluntarily terminate employment. In the three months ended March 31, 2009 7,000 employees accepted this program resulting in Old GM recording postemployment benefit charges of $296 million in Cost of sales. Old GM was not required to remeasure its U.S. hourly defined benefit pension plan in the three months ended March 31, 2009 due to the high proportion of retirement eligible employees accepting the 2009 Special Attrition Program. Refer to Note 19 for additional information on the postemployment benefit charges.
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U.S. Salaried Benefits Changes

In February 2009 Old GM reduced salaried retiree life insurance benefits for U.S. salaried employees. As a result of this plan amendment and the expectation that the corresponding reduction to operating expense would be significant, Old GM remeasured its U.S. salaried retiree life insurance plan effective February 2009, which reduced the plan’s accumulated postretirement benefit obligation (APBO) by $420 million. Old GM utilized a discount rate of 7.15% for this remeasurement as compared to the discount rate of 7.25% that was utilized at December 31, 2008.

Note 15. Derivative Financial Instruments and Risk Management

Risk Management

Foreign currency exchange risk, interest rate risk and commodity price risk are managed by using derivative instruments, typically including forward contracts, swaps and options, in accordance with our current and Old GM’s previous risk management policies. The objective of these risk management policies is to offset the gains and losses on the underlying exposures resulting from these risks with the related gains and losses on the derivatives used to hedge them. These risk management policies limit the use of derivative instruments to manage these risks and do not allow the use of derivative instruments for speculative purposes.

A risk management control system is used to assist in monitoring the hedging program, derivative positions and hedging strategies. Hedging documentation includes hedging objectives, practices and procedures, and the related accounting treatment. Hedges that receive designated hedge accounting treatment are evaluated for effectiveness at the time they are designated as well as throughout the hedging period.

Counterparty Credit Risk

Derivative financial instruments contain an element of credit risk attributable to the counterparties’ ability to meet the terms of the agreements. The maximum amount of loss due to credit risk that we would incur if the counterparties to the derivative instruments failed completely to perform according to the terms of the contract was $172 million at March 31, 2010. Agreements are entered into with counterparties that allow the set-off of certain exposures in order to manage the risk. The total net derivative asset position for all counterparties with which we were in a net asset position at March 31, 2010 was $149 million.

Counterparty credit risk is managed and monitored by our Risk Management Committee, which establishes exposure limits by counterparty. At March 31, 2010 a majority of all counterparty exposures were with counterparties that were rated A or higher.

Credit Risk Related Contingent Features

Agreements with counterparties to derivative instruments do not contain covenants requiring the maintenance of certain credit rating levels or credit risk ratios that would require the posting of collateral in the event that certain standards are violated or when a derivative instrument is in a liability position. No collateral was posted related to derivative instruments at March 31, 2010. We are currently in negotiations with counterparties to amend or enter into new derivative agreements that will likely require us to provide cash collateral for any net liability positions that we would have with these counterparties.

Derivatives and Hedge Accounting

Our derivative instruments consist of nondesignated derivative contracts or economic hedges. At March 31, 2010 no outstanding derivative contracts were designated in hedging relationships. In the three months ended March 31, 2010 and 2009, we and Old GM accounted for changes in the fair value of all outstanding contracts by recording the gains and losses in earnings.
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Cash Flow Hedges

We are and Old GM was exposed to certain foreign currency exchange risks associated with buying and selling automotive parts and vehicles and foreign currency exposure to long-term debt. We partially manage these risks through the use of nondesignated derivative instruments that we acquired from Old GM. At March 31, 2010 we did not have any financial instruments designated as cash flow hedges for accounting purposes.

Subsequent to the 363 Sale, our ability to manage risks using derivative financial instruments was severely limited as most derivative counterparties were unwilling to enter into forward or swap transactions with us. At the present time, our ability to enter into derivative contracts remains limited as we are currently in negotiations with counterparties for new agreements and credit terms that will enable us to enter into forward contracts or swaps. In December 2009 we began purchasing commodity and foreign currency exchange options to manage these exposures. These nondesignated derivatives have original expiration terms of up to 13 months.

Old GM previously designated certain financial instruments as cash flow hedges to manage its exposure to certain foreign currency exchange risks. For foreign currency transactions, Old GM typically hedged forecasted exposures for up to three years in the future. For foreign currency exposure on long-term debt, Old GM typically hedged exposures for the life of the debt.

For derivatives that were previously designated as qualifying cash flow hedges, the effective portion of the unrealized and realized gains and losses resulting from changes in fair value were recorded as a component of Accumulated other comprehensive income (loss). Subsequently, those cumulative gains and losses were reclassified to earnings contemporaneously with and to the same line item as the earnings effects of the hedged item. However, if it became probable that the forecasted transaction would not occur, the cumulative change in the fair value of the derivative recorded in Accumulated other comprehensive income (loss) was reclassified in earnings immediately.

The following table summarizes total activity in Accumulated other comprehensive income (loss) associated with cash flow hedges, primarily related to the release of previously deferred cash flow hedge gains and losses from Accumulated other comprehensive income (loss) into earnings (dollars in millions):

	
	
	Predecessor

	
	Three Months
	

	
	
	Ended

	
	March 31, 2009

	Foreign Currency Exchange Contracts
	
	
	

	Sales
	$
	(238)

	Cost of sales
	
	20
	

	Total gains (losses) reclassified from accumulated other comprehensive income (loss)
	$
	(218)

	
	
	
	



The following table summarizes gains and (losses) that were reclassified from Accumulated other comprehensive income (loss) for cash flow hedges associated with these previously forecasted transactions that subsequently became probable not to occur (dollars in millions):

Predecessor
[image: ]
Three Months
Ended
March 31, 2009
Sales	$	(151)
[image: ]

In connection with our investment in New Delphi, which we account for using the equity method, we record our share of New Delphi’s Other comprehensive income (loss) in Accumulated other comprehensive income (loss). In the three months ended March 31, 2010 we recorded a cash flow hedge gain of $14 million related to New Delphi’s derivatives.
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Fair Value Hedges

We are and Old GM was subject to market risk from exposures to changes in interest rates that affect the fair value of long-term, fixed rate debt. At March 31, 2010 we did not have any financial instruments designated as fair value hedges to manage this risk.

Old GM previously used interest rate swaps designated as fair value hedges to manage certain of its exposures associated with these borrowings. Old GM hedged its exposures to the maturity date of the underlying interest rate exposure.

Gains and losses on derivatives designated and qualifying as fair value hedges, as well as the offsetting gains and losses on the debt attributable to the hedged interest rate risk, were recorded in Interest expense to the extent the hedge was effective. The gains and losses related to the hedged interest rate risk were recorded as an adjustment to the carrying amount of the debt. Previously recorded adjustments to the carrying amount of the debt were amortized to Interest expense over the remaining debt term. In the three months ended March 31, 2009 Old GM amortized previously deferred fair value hedge gains and losses of $2 million to Interest expense.

Net Investment Hedges

We are and Old GM was subject to foreign currency exposure related to net investments in certain foreign operations. At March 31, 2010 we did not have any hedges of a net investment in a foreign operation.

Old GM previously used foreign currency denominated debt to hedge this foreign currency exposure. For nonderivative instruments that were designated as, and qualified as, a hedge of a net investment in a foreign operation, the effective portion of the unrealized and realized gains and losses were recorded as a Foreign currency translation adjustment in Accumulated other comprehensive income (loss). At March 31, 2009 Old GM had outstanding Euro denominated debt of $2.0 billion that qualified as a foreign currency net investment hedge.

The following table summarizes the gains and (losses) related to net investment hedges recorded as a Foreign currency translation adjustment in Accumulated other comprehensive income (loss) (dollars in millions):

Predecessor
[image: ]

Three Months
Ended
March 31, 2009

Effective portion of net investment hedge gains (losses)	$	125
[image: ]

Derivatives Not Designated for Hedge Accounting

Derivatives not designated in a hedging relationship, such as forward contracts, swaps, and options, are used to economically hedge certain risk exposures. Unrealized and realized gains and losses related to all of our nondesignated derivative hedges, regardless of type of exposure, are recorded in Interest income and other non-operating income, net.

Old GM previously entered into a variety of foreign currency exchange, interest rate and commodity forward contracts and options to maintain a desired level of exposure arising from market risks resulting from changes in foreign currency exchange rates, interest rates and certain commodity prices. Unrealized and realized gains and losses related to Old GM’s nondesignated derivative hedges were recorded in earnings based on the type of exposure, as subsequently discussed.

When an exposure economically hedged with a derivative contract is no longer forecasted to occur, in some cases a new derivative instrument is entered into to offset the exposure related to the existing derivative instrument. In some cases, counterparties are unwilling to enter into offsetting derivative instruments and, as such, there is exposure to future changes in the fair value of these derivatives with no underlying exposure to offset this risk.
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The following table summarizes gains and (losses) recorded for nondesignated derivatives originally entered into to hedge exposures that subsequently became probable not to occur (dollars in millions):

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	Interest income and other non-operating income, net
	$
	—
	
	$
	86
	



Commodity Derivatives

Certain raw materials, parts with significant commodity content, and energy comprising various commodities are purchased for use in production. Exposure to commodity price risk may be managed by entering into commodity derivative instruments such as forward and option contracts. We currently manage this exposure using commodity options. At March 31, 2010, we had not entered into any commodity forwards.

Old GM hedged commodity price risk by entering into commodity forward and option contracts. Old GM recorded all commodity derivative gains and losses in Cost of sales.

The following table summarizes the notional amounts of nondesignated commodity derivative contracts (units in thousands):

	
	
	
	
	
	
	
	Successor
	
	
	Predecessor
	
	

	
	
	
	
	
	
	Contract Notional
	
	
	Contract Notional
	
	

	Commodity
	
	Units
	March 31, 2010
	
	December 31, 2009
	
	
	March 31, 2009
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Aluminum and aluminum alloy
	Metric tons
	204
	39
	
	398
	
	

	
	Copper
	Metric tons
	21
	4
	
	40
	
	

	
	Lead
	Metric tons
	38
	7
	
	50
	
	

	
	Heating oil
	Gallons
	80,715
	10,797
	
	35,973
	
	

	
	Natural gas
	Megatherms
	—
	
	—
	
	7,396
	
	

	
	Natural gas
	MMBTU
	8,425
	1,355
	
	
	—
	
	

	
	Natural gas
	Gigajoules
	1,190
	150
	
	
	—
	
	

	
	Palladium
	Troy ounces
	—
	
	—
	
	1,225
	
	

	
	Platinum
	Troy ounces
	—
	
	—
	
	192
	
	

	
	Rhodium
	Troy ounces
	—
	
	—
	
	27
	
	



Interest Rate Swap Derivatives

At March 31, 2010, we did not have any nondesignated interest rate swap derivatives.

Old GM previously used interest rate swap derivatives to economically hedge exposure to changes in the fair value of fixed rate debt. Gains and losses related to the changes in the fair value of these nondesignated derivatives were recorded in Interest expense.

Foreign Currency Exchange Derivatives

Foreign currency exchange derivatives are used to economically hedge exposure to foreign currency exchange risks associated with: (1) forecasted foreign

currency denominated purchases and sales of vehicles and parts; and (2) variability in cash flows related to interest and principal payments on foreign currency

denominated debt. At March 31, 2010 we partially managed foreign currency exchange risk through the use of foreign currency options and forward contracts.
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The following table summarizes the total notional amounts of our nondesignated foreign currency exchange derivatives (dollars in millions):

	
	
	
	
	Successor
	
	
	
	
	Predecessor
	

	
	March 31, 2010
	
	
	December 31, 2009
	
	
	March 31, 2009
	

	Nondesignated foreign currency exchange derivatives
	$
	5,027
	$
	6,333
	
	$
	16,113
	



Old GM recorded gains and losses related to these foreign currency exchange derivatives in: (1) Sales for derivatives that economically hedged sales of parts and vehicles; (2) Cost of sales for derivatives that economically hedged purchases of parts and vehicles; and (3) Cost of sales for derivatives that economically hedged foreign currency risk related to foreign currency denominated debt.

Other Derivatives

In September 2009 in connection with an agreement with American Axle, we received warrants to purchase 4 million shares of American Axle common stock exercisable at $2.76 per share. The fair value of the warrants on the date of receipt was recorded as a Non-current asset. Gains and losses related to these warrants were recorded in Interest income and other non-operating income, net. At March 31, 2010 the fair value of these warrants was $33 million.

On July 10, 2009 in connection with the 363 Sale, we issued warrants to MLC and the New VEBA to acquire shares of our common stock. These warrants are classified in equity and indexed to our common stock.

In connection with the UST Loan Agreement, Old GM granted warrants to the UST for 122 million shares of its common stock exercisable at $3.57 per share. Old GM recorded the warrants as a liability and recorded gains and losses related to this derivative in Interest income and other non-operating income, net. At March 31, 2009 Old GM determined that the fair value of the warrants issued to the UST was $66 million. In connection with the 363 Sale, the UST returned the warrants and they were cancelled.

Fair Value of Nondesignated Derivatives

The following table summarizes the fair value of our nondesignated derivative instruments (dollars in millions):

	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	

	
	
	
	
	March 31, 2010
	
	
	
	
	December 31, 2009
	
	
	

	
	
	
	
	Asset
	
	Liability
	
	
	
	Asset
	
	Liability
	
	

	
	
	
	Derivatives (a)(b)
	
	Derivatives
	(c)(d)
	
	Derivatives (a)(b)
	
	Derivatives
	(c)(d)
	

	
	Current Portion
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency exchange derivatives
	$
	75
	$
	348
	$
	104
	$
	568
	
	

	
	Commodity derivatives
	
	56
	
	
	—
	
	
	11
	
	
	—
	
	

	Total current portion
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	131
	
	$
	348
	$
	115
	$
	568
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Non-Current Portion
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency exchange derivatives
	$
	7
	$
	39
	$
	19
	$
	146
	
	

	
	Commodity derivatives
	
	1
	
	
	—
	
	
	—
	
	
	—
	
	

	
	Other derivatives
	
	33
	
	
	—
	
	
	25
	
	
	—
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total non-current portion
	$
	41
	
	$
	39
	$
	44
	$
	146
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Recorded in Other current assets and deferred income taxes.

(b) Recorded in Other assets.
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(c) Recorded in Accrued expenses.

(d) Recorded in Other liabilities and deferred income taxes.

Gains and (Losses) on Nondesignated Derivatives

The following schedule summarizes gains and (losses) recorded in earnings on nondesignated derivatives (dollars in millions):

	
	
	
	
	Successor
	
	
	
	
	Predecessor
	

	
	
	
	
	Three Months
	
	
	
	
	Three Months
	
	

	
	
	
	
	
	Ended
	
	
	
	
	Ended
	

	
	
	
	
	March 31, 2010
	
	
	
	March 31, 2009
	

	Foreign Currency Exchange Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	
	
	$
	
	—
	
	$
	
	
	60
	
	

	Cost of sales
	
	
	
	
	
	—
	
	
	
	
	
	
	(137)
	
	

	Interest income and other non-operating income, net
	
	
	
	
	
	128
	
	
	
	
	
	
	
	86
	
	

	Interest Rate Swap Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest expense
	
	
	
	
	
	—
	
	
	
	
	
	
	14
	
	

	Commodity Derivative Contracts
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of sales
	
	
	
	
	
	—
	
	
	
	
	
	
	(134)
	
	

	Interest income and other non-operating income, net
	
	
	
	
	
	(2)
	
	
	
	
	
	
	—
	
	

	Other Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest income and other non-operating income, net
	
	
	
	
	
	8
	
	
	
	
	
	
	
	98
	
	
	

	Total gains (losses) recorded in earnings
	
	
	
	$
	
	134
	
	
	$
	
	
	(13)
	
	

	Note 16. Commitments and Contingencies
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	The following tables summarize information related to commitments and contingencies (dollars in millions):
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	
	
	

	
	
	March 31, 2010
	
	
	
	
	December 31, 2009
	
	

	
	
	
	
	
	Maximum
	
	
	
	
	
	
	Maximum
	
	

	
	Liability
	
	Liability
	Liability
	
	Liability
	

	
	Recorded
	
	
	(a)
	Recorded
	
	
	(a)
	

	Guarantees
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating lease residual values (b)
	$
	—
	$
	75
	
	$
	—
	$
	79
	
	

	Supplier commitments and other related obligations
	$
	5
	
	$
	43
	
	$
	3
	
	
	$
	43
	
	

	GMAC commercial loans (c)
	$
	—
	$
	38
	
	$
	2
	
	
	$
	167
	
	

	Other product-related claims
	$
	54
	
	$
	553
	
	$
	54
	
	
	$
	553
	
	


[image: ]

(a) Calculated as future undiscounted payments.

(b) Excludes residual support and risk sharing programs related to GMAC.

(c) At March 31, 2010 and December 31, 2009 includes $8 million and $127 million related to a guarantee provided to GMAC in Brazil in connection with dealer floor plan financing. At March 31, 2010 and December 31, 2009 this guarantee is collateralized by certificates of deposit of $8 million and $127 million purchased from GMAC to which we have title and which are recorded in Restricted cash. The purchase of the certificates of deposit was funded in part by contributions from dealers for which we have recorded a corresponding deposit liability of $6 million and $104 million, which is recorded in Other liabilities at March 31, 2010 and December 31, 2009.
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	Successor
	
	

	
	
	
	March 31, 2010
	
	December 31, 2009
	

	
	
	Liability Recorded
	
	
	Liability Recorded
	

	Environmental liability (a)
	$
	187
	$
	190
	

	Product liability
	$
	372
	$
	319
	

	Liability related to contingently issuable shares
	$
	162
	$
	162
	

	Other litigation-related liabilities (b)
	$
	1,161
	$
	1,192
	


[image: ]

(a) Of the amounts we recorded, $36 million and $28 million were recorded in Accrued expenses at March 31, 2010 and December 31, 2009, and the remainder was recorded in Other liabilities.

(b) Consists primarily of tax related litigation not recorded pursuant to ASC 740-10, “Income Taxes,” (ASC 740-10) as well as various non-U.S. labor related items.

Guarantees

We have provided guarantees related to the residual value of certain operating leases. These guarantees terminate in years ranging from 2011 to 2035. Certain leases contain renewal options.

We have agreements with third parties that guarantee the fulfilment of certain suppliers’ commitments and other related obligations. These guarantees expire in years ranging from 2010 to 2013, or upon the occurrence of specific events.

In some instances, certain assets of the party whose debt or performance we have guaranteed may offset, to some degree, the cost of the guarantee. The offset of certain of our payables to guaranteed parties may also offset certain guarantees, if triggered.

We also provide payment guarantees on commercial loans made by GMAC and outstanding with certain third parties, such as dealers or rental car companies. These guarantees either expire in years ranging from 2010 to 2029 or are ongoing. We determined the value ascribed to the guarantees to be insignificant based on the credit worthiness of the third parties. Refer to Note 22 for additional information on guarantees that we provide to GMAC.

In connection with certain divestitures of assets or operating businesses, we have entered into agreements indemnifying certain buyers and other parties with respect to environmental conditions pertaining to real property we owned. Also, in connection with such divestitures, we have provided guarantees with respect to benefits to be paid to former employees relating to pensions, postretirement health care and life insurance. Aside from indemnifications and guarantees related to Delphi, as subsequently discussed, it is not possible to estimate our maximum exposure under these indemnifications or guarantees due to the conditional nature of these obligations. No amounts have been recorded for such obligations as they are not probable or estimable at this time.

In addition to the guarantees and indemnifying agreements mentioned previously, we periodically enter into agreements that incorporate indemnification provisions in the normal course of business. Due to the nature of these agreements, the maximum potential amount of future undiscounted payments to which we may be exposed cannot be estimated. No amounts have been recorded for such indemnities as our obligations under them are not probable or estimable at this time.

In addition to the guarantees and indemnifying agreements previously discussed, we indemnify dealers for certain product liability related claims as subsequently discussed.

With respect to other product-related claims involving products manufactured by certain joint ventures, we believe that costs incurred are adequately covered by recorded accruals. These guarantees expire in 2022.
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Environmental

Automotive operations, like operations of other companies engaged in similar businesses, are subject to a wide range of environmental protection laws, including laws regulating air emissions, water discharges, waste management and environmental remediation. We are in various stages of investigation or remediation for sites where contamination has been alleged. We are involved in a number of actions to remediate hazardous wastes as required by federal and state laws. Such statutes require that responsible parties fund remediation actions regardless of fault, legality of original disposal or ownership of a disposal site.

The future effect of environmental matters, including potential liabilities, is often difficult to estimate. An environmental reserve is recorded when it is probable that a liability has been incurred and the amount of the liability can be reasonably estimated. This practice is followed whether the claims are asserted or unasserted. Liabilities have been recorded for the expected costs to be paid over the periods of remediation for the applicable sites, which typically range from five to 30 years.

For many sites, the remediation costs and other damages for which we ultimately may be responsible may vary because of uncertainties with respect to factors such as the connection to the site or to materials there, the involvement of other potentially responsible parties, the application of laws and other standards or regulations, site conditions, and the nature and scope of investigations, studies and remediation to be undertaken (including the technologies to be required and the extent, duration and success of remediation).

The final outcome of environmental matters cannot be predicted with certainty at this time. Accordingly, it is possible that the resolution of one or more environmental matters could exceed the amounts accrued in an amount that could be material to our financial condition and results of operations. At March 31, 2010 we estimate that remediation losses could range from $130 million to $320 million.

Product Liability

With respect to product liability claims involving our and Old GM’s products, it is believed that any judgment against us for actual damages will be adequately covered by our recorded accruals and, where applicable, excess insurance coverage. Although punitive damages are claimed in some of these lawsuits, and such claims are inherently unpredictable, accruals incorporate historic experience with these types of claims. Liabilities have been recorded for the expected cost of all known product liability claims plus an estimate of the expected cost for all product liability claims that have already been incurred and are expected to be filed in the future for which we are self-insured. These amounts were recorded within Accrued expenses and exclude Old GM’s asbestos claims, which are discussed separately.

In accordance with our assumption of dealer sales and service agreements, we indemnify dealers for certain product liability related claims. Our experience related to dealer indemnification obligations for activity on or after July 10, 2009 is limited. Based on management judgments concerning the projected number and value of such claims, we have estimated a product liability given the information that is currently available.

Liability Related to Contingently Issuable Shares

We are obligated to issue additional shares of our common stock to MLC (Adjustment Shares) in the event that allowed general unsecured claims against MLC, as estimated by the Bankruptcy Court, exceed $35.0 billion. The maximum Adjustment Shares equate to 2% (or 10 million shares) of our common stock. The number of Adjustment Shares to be issued is calculated based on the extent to which estimated general unsecured claims exceed $35.0 billion with the maximum number of Adjustment Shares issued if estimated general unsecured claims total $42.0 billion or more. We determined that it is probable that general unsecured claims allowed against MLC will ultimately exceed $35.0 billion by at least $2.0 billion. In that circumstance, under the terms of the Purchase Agreement, we would be required to issue 2.9 million Adjustment Shares to MLC as an adjustment to the purchase price.
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Other Litigation-Related Liability

Various legal actions, governmental investigations, claims and proceedings are pending against us or MLC including a number of shareholder class actions, bondholder class actions and class actions under the Employee Retirement Income Security Act of 1974, as amended, and other matters arising out of alleged product defects, including asbestos-related claims; employment-related matters; governmental regulations relating to safety, emissions, and fuel economy; product warranties; financial services; dealer, supplier and other contractual relationships; tax-related matters not recorded pursuant to ASC 740-10 and environmental matters.

With regard to the litigation matters discussed in the previous paragraph, reserves have been established for matters in which it is believed that losses are probable and can be reasonably estimated, the majority of which are associated with tax-related matters not recorded pursuant to ASC 740-10 as well as various non-U.S. labor-related matters. Tax related matters not recorded pursuant to ASC 740-10 are items being litigated globally pertaining to value added taxes, customs, duties, sales, property taxes and other non-income tax related tax exposures. The various non-U.S. labor-related matters include claims from current and former employees related to alleged unpaid wage, benefit, severance, and other compensation matters. Some of the matters may involve compensatory, punitive, or other treble damage claims, environmental remediation programs, or sanctions, that if granted, could require us to pay damages or make other expenditures in amounts that could not be reasonably estimated at March 31, 2010. It is believed that appropriate accruals have been established for such matters based on information currently available. Reserves for litigation losses are recorded in Accrued expenses and Other liabilities and deferred income taxes. These accrued reserves represent the best estimate of amounts believed to be our and Old GM’s liability in a range of expected losses. Litigation is inherently unpredictable, however, and unfavorable resolutions could occur. Accordingly, it is possible that an adverse outcome from such proceedings could exceed the amounts accrued in an amount that could be material to our or Old GM’s financial condition, results of operations and cash flows in any particular reporting period.

Asbestos-Related Liability

In connection with the 363 Sale, MLC retained substantially all of the asbestos-related claims outstanding. At March 31, 2009 Old GM’s liability recorded for asbestos-related matters was $627 million.

Like most automobile manufacturers, Old GM had been subject to asbestos-related claims in recent years. These claims primarily arose from three circumstances:

· A majority of these claims sought damages for illnesses alleged to have resulted from asbestos used in brake components;

· Limited numbers of claims have arisen from asbestos contained in the insulation and brakes used in the manufacturing of locomotives; and

· Claims brought by contractors who allege exposure to asbestos-containing products while working on premises Old GM owned.

Old GM had resolved many of the asbestos-related cases over the years for strategic litigation reasons such as avoiding defense costs and possible exposure to excessive verdicts. The amount expended on asbestos-related matters in any period depended on the number of claims filed, the amount of pre-trial proceedings and the number of trials and settlements in the period.

Old GM recorded the estimated liability associated with asbestos personal injury claims where the expected loss was both probable and could reasonably be estimated. Old GM retained a firm specializing in estimating asbestos claims to assist Old GM in determining the potential liability for pending and unasserted future asbestos personal injury claims. The analyses relied on and included the following information and factors:

· A third party forecast of the projected incidence of malignant asbestos-related disease likely to occur in the general population of individuals occupationally exposed to asbestos;

· Old GM’s Asbestos Claims Experience, based on data concerning claims filed against Old GM and resolved, amounts paid, and the nature of the asbestos-related disease or condition asserted during approximately the four years prior;

31

[image: ]Table of Contents

GENERAL MOTORS COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

· The estimated rate of asbestos-related claims likely to be asserted against MLC in the future based on Old GM’s Asbestos Claims Experience and the projected incidence of asbestos-related disease in the general population of individuals occupationally exposed to asbestos;

· The estimated rate of dismissal of claims by disease type based on Old GM’s Asbestos Claims Experience; and

· The estimated indemnity value of the projected claims based on Old GM’s Asbestos Claims Experience, adjusted for inflation.

Old GM reviewed a number of factors, including the analyses provided by the firm specializing in estimating asbestos claims in order to determine a reasonable estimate of the probable liability for pending and future asbestos-related claims projected to be asserted over the next 10 years, including legal defense costs. Old GM monitored actual claims experience for consistency with this estimate and made periodic adjustments as appropriate.

Old GM believed that the analyses were based on the most relevant information available combined with reasonable assumptions, and that Old GM may prudently rely on their conclusions to determine the estimated liability for asbestos-related claims. Old GM noted, however, that the analyses were inherently subject to significant uncertainties. The data sources and assumptions used in connection with the analyses may not prove to be reliable predictors with respect to claims asserted against Old GM. Old GM’s experience in the past included substantial variation in relevant factors, and a change in any of these assumptions — which include the source of the claiming population, the filing rate and the value of claims — could significantly increase or decrease the estimate. In addition, other external factors such as legislation affecting the format or timing of litigation, the actions of other entities sued in asbestos personal injury actions, the distribution of assets from various trusts established to pay asbestos claims and the outcome of cases litigated to a final verdict could affect the estimate.

Delphi Corporation

Benefit Guarantee

In 1999 Old GM spun-off Delphi Automotive Systems Corporation, which became Delphi. At the time of the spin-off, employees of Delphi Automotive Systems Corporation became employees of Delphi. As part of the separation agreements, Delphi assumed the pension and other postretirement benefit obligations for the transferred U.S. hourly employees who retired after October 1, 2000. Additionally at the time of the spin-off, Old GM entered into the Delphi Benefit Guarantee Agreements with the UAW, the International Union of Electronic, Electrical, Salaried, Machine and Furniture Workers — Communication Workers of America (IUE-CWA) and the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International Union (USW). The Delphi Benefit Guarantee Agreements provided that in the event that Delphi or its successor companies ceased doing business, terminated its pension plan or ceased to provide credited service or OPEB benefits at certain levels due to financial distress, Old GM could be liable to provide the corresponding benefits for certain covered employees at the required level and to the extent the pension benefits Delphi and the PBGC provided fall short of the guaranteed amount.

In October 2005 Old GM received notice from Delphi it would become obligated to provide benefits pursuant to the Delphi Benefit Guarantee Agreements in connection with Delphi’s commencement in October 2005 of Chapter 11 proceedings under the Bankruptcy Code. In June 2007 Old GM entered into a memorandum of understanding with Delphi and the UAW (Delphi UAW MOU) that included terms relating to the consensual triggering, under certain circumstances, of the Delphi Benefit Guarantee Agreements as well as additional terms relating to Delphi’s restructuring. Under the Delphi UAW MOU, Old GM also agreed to pay for certain health care costs of covered Delphi retirees and their beneficiaries in order to provide a level of benefits consistent with those provided to Old GM’s retirees and their beneficiaries under the Mitigation Plan, if Delphi terminated OPEB benefits. In August 2007 Old GM also entered into memoranda of understanding with Delphi and the IUE-CWA and with Delphi and the USW containing terms consistent with the comprehensive Delphi UAW MOU.
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Delphi-GM Settlement Agreements

In September 2007 and as amended at various times through September 2008, Old GM entered into agreements with Delphi. In September 2008 Old GM also entered into agreements with Delphi and the UAW, IUE-CWA and the USW. All of these agreements were intended to resolve, among other items, outstanding issues between Delphi and Old GM, govern certain aspects of Old GM’s ongoing commercial relationship with Delphi, address a limited transfer of pension assets and liabilities, and address the triggering of the Delphi Benefit Guarantee Agreements. In September 2008 these agreements became effective, and as a result, Old GM paid $582 million to Delphi in the three months ended March 31, 2009 in settlement of amounts accrued to date against Old GM’s commitments.

Upon consummation of the DMDA, these agreements were terminated with limited exceptions.

Delphi Liquidity Support Agreements

Beginning in 2008 Old GM entered into various agreements and amendments to such agreements to advance a maximum of $950 million to Delphi, subject to Delphi’s continued satisfaction of certain conditions and milestones. Old GM also agreed to accelerate payment of North American payables to Delphi at various amounts up to a maximum of $300 million. Upon consummation of the DMDA, we waived our rights to advanced amounts and accelerated payments of $850 million that became consideration to Delphi and other parties under the DMDA.

Delphi Master Disposition Agreement

In October 2009 we consummated the transaction contemplated by the DMDA with Delphi, New Delphi, Old GM, and other parties to the DMDA, as described in Note 4. Upon consummation of the DMDA, the Delphi-GM Settlement Agreements and Delphi liquidity support agreements discussed previously were terminated with limited exceptions, and we and Delphi waived all claims against each other. We maintain certain obligations relating to Delphi hourly employees to provide the difference between pension benefits paid by the PBGC according to regulation and those originally guaranteed by Old GM under the Delphi Benefit Guarantee Agreements.

The DMDA established our ongoing commercial relationship with New Delphi. This included the continuation of all existing Delphi supply agreements and purchase orders for GMNA to the end of the related product program and New Delphi agreed to provide us with access rights designed to allow us to operate specific sites on defined triggering events to provide us with protection of supply. In addition, we and a class of New Delphi investors agreed to establish a secured delayed draw term loan facility for New Delphi, with each committing to provide loans of up to $500 million.

Delphi Charges

In the three months ended March 31, 2009 Old GM recorded charges of $274 million. These charges, which were recorded in Cost of sales, reflected the best estimate of obligations associated with the various Delphi agreements.

Note 17. Income Taxes

For interim income tax reporting we estimate our annual effective tax rate and apply it to year-to-date ordinary income/loss. The tax effect of unusual or infrequently occurring items, including changes in judgment about valuation allowances and effects of changes in tax laws or rates, are reported in the interim period in which they occur. Tax jurisdictions with a projected or year-to-date loss for which a tax benefit cannot be realized are excluded.

In the three months ended March 31, 2010 income tax expense of $509 million primarily resulted from income tax provisions for profitable entities and a taxable foreign currency exchange gain in Venezuela. As a result of the official devaluation of the Venezuelan currency in the three months ended March 31, 2010, we recorded income tax expense related to the foreign currency exchange gain on the net monetary position of our foreign currency denominated assets.
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In the three months ended March 31, 2009 income tax benefit of $114 million primarily resulted from intraperiod tax allocation and other discrete items offset by income tax provisions for profitable entities.

Most of the tax attributes generated by Old GM and its domestic and foreign subsidiaries (net operating loss carryforwards and various income tax credits) survived the Chapter 11 Proceedings and we expect to use these tax attributes to reduce future tax liabilities. The ability to utilize certain of the U.S. tax attributes in future tax periods could be limited by Section 382(a) of the Internal Revenue Code. In Germany, we have net operating loss carryforwards for corporate income tax and trade tax purposes. We have applied for a ruling from the German tax authorities regarding the availability of those losses under the prerequisite that an agreement with the unions as to employment costs will be achieved. If approved, we should be able to continue to carry over those losses despite the reorganizations that have taken place in Germany in 2008 and 2009. In Australia, we have net operating loss carryforwards which are now subject to meeting an annual “Same Business Test” requirement. We will assess our ability to utilize these carryforward losses annually.

We file and Old GM filed income tax returns in multiple jurisdictions, which are subject to examination by taxing authorities throughout the world. We have open tax years from 1999 to 2009 with various significant tax jurisdictions. These open years contain matters that could be subject to differing interpretations of applicable tax laws and regulations as they relate to the amount, timing or inclusion of revenue and expenses or the sustainability of income tax credits for a given audit cycle. We have continuing responsibility for Old GM’s open tax years. We record, and Old GM previously recorded, a tax benefit only for those positions that meet the more likely than not standard.

At March 31, 2010, it is not possible to reasonably estimate the expected change to the total amount of unrecognized tax benefits over the next 12 months.

Note 18. Fair Value Measurements

Fair Value Measurements

A three-level valuation hierarchy is used for fair value measurements. The three-level valuation hierarchy is based upon observable and unobservable inputs. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect market assumptions based on the best evidence available. These two types of inputs create the following fair value hierarchy:

· Level 1 — Quoted prices for identical instruments in active markets;

· Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are not active; and model-derived valuations whose significant inputs are observable; and

· Level 3 — Instruments whose significant inputs are unobservable.

Financial instruments are transferred in and/or out of Level 3 in the valuation hierarchy based upon the significance of the unobservable inputs to the overall fair value measurement. Level 3 financial instruments typically include, in addition to the unobservable inputs, observable components that are validated to external sources.

Securities are classified in Level 1 of the valuation hierarchy when quoted prices in an active market for identical securities are available. If quoted market prices are not available, fair values of securities are determined using prices from a pricing vendor, pricing models, quoted prices of securities with similar characteristics or discounted cash flow models and are generally classified in Level 2 of the valuation hierarchy. Our pricing vendor utilizes industry-standard pricing models that consider various inputs, including benchmark yields, reported trades, broker/dealer quotes, issuer spreads and benchmark securities as well as other relevant economic measures. Securities are classified in Level 3 of the valuation hierarchy in certain cases where there are unobservable inputs to the valuation in the marketplace.
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Annually, we conduct a review of our pricing vendor. This review includes discussion and analysis of the inputs used by the pricing vendor to provide prices for the types of securities we hold. These inputs included interest rate yields, bid/ask quotes, prepayment speeds and prices for comparable securities. Based on our review we believe the prices received from our pricing vendor are a reliable representation of exit prices.

All derivatives are recorded at fair value. Internal models are used to value a majority of derivatives. The models use, as their basis, readily observable market inputs, such as time value, forward interest rates, volatility factors, and current and forward market prices for commodities and foreign currency exchange rates. Level 2 of the valuation hierarchy includes certain foreign currency derivatives, commodity derivatives, certain interest rate swaps, cross currency swaps and warrants. Derivative contracts that are valued based upon models with significant unobservable market inputs, primarily estimated forward and prepayment rates, are classified in Level 3 of the valuation hierarchy. Level 3 of the valuation hierarchy includes warrants issued to the UST prior to July 10, 2009, certain foreign currency derivatives, certain long-dated commodity derivatives and interest rate swaps with notional amounts that fluctuated over time.

The valuation of derivative liabilities takes into account our and Old GM’s nonperformance risk. For the periods presented after June 1, 2009, our nonperformance risk was not observable through the credit default swap market, and an analysis of comparable industrial companies was used to determine the appropriate credit spread which would be applied to us by market participants. In these periods, all derivatives whose fair values contained a significant credit adjustment based on our nonperformance risk were classified in Level 3 of the valuation hierarchy.
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Fair Value Measurements on a Recurring Basis

The following tables summarize the financial instruments measured at fair value on a recurring basis (dollars in millions):

	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	

	
	
	
	
	Fair Value Measurements on a Recurring Basis at
	
	

	
	
	
	
	
	
	
	March 31, 2010
	
	
	
	

	
	
	
	
	Level 1
	
	Level 2
	
	Level 3
	
	Total
	
	

	
	Assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cash equivalents
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	United States government and agency
	$
	—
	$
	2,305
	$
	—
	$
	2,305
	
	

	
	Certificates of deposit
	
	
	—
	
	3,279
	
	—
	
	3,279
	
	

	
	Money market funds
	
	
	3,245
	
	—
	
	—
	
	3,245
	
	

	
	Commercial paper
	
	
	—
	
	3,067
	
	—
	
	3,067
	
	

	
	Marketable securities
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	19
	
	17
	
	—
	
	36
	
	

	
	United States government and agency
	
	
	—
	
	16
	
	—
	
	16
	
	

	
	Mortgage and asset-backed
	
	
	—
	
	24
	
	—
	
	24
	
	

	
	Certificates of deposit
	
	
	—
	
	8
	
	—
	
	8
	
	

	
	Foreign government
	
	
	—
	
	32
	
	—
	
	32
	
	

	
	Corporate debt
	
	
	—
	
	37
	
	—
	
	37
	
	

	
	Restricted cash
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Money market funds
	
	
	11,356
	
	—
	
	—
	
	11,356
	
	

	
	Government of Canada bonds
	
	
	—
	
	986
	
	—
	
	986
	
	

	
	Other assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	10
	
	—
	
	—
	
	10
	
	

	
	Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Commodity
	
	
	—
	
	57
	
	—
	
	57
	
	

	
	Foreign currency
	
	
	—
	
	59
	
	23
	
	82
	
	

	
	Other
	
	
	—
	
	33
	
	—
	
	33
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total assets
	$
	14,630
	$
	9,920
	$
	23
	$
	24,573
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Other liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Options
	$
	—
	$
	—
	$
	21
	$
	21
	
	

	
	Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency
	
	
	—
	
	9
	
	378
	
	387
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total liabilities
	$
	—
	$
	9
	$
	399
	$
	408
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	Successor
	
	
	
	
	
	

	
	
	
	
	Fair Value Measurements on a Recurring Basis at
	
	

	
	
	
	
	
	
	
	December 31, 2009
	
	
	
	

	
	
	
	
	Level 1
	
	Level 2
	
	Level 3
	
	Total
	
	

	
	Assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Cash equivalents
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	United States government and agency
	$
	—
	$
	580
	$
	—
	$
	580
	
	

	
	Certificates of deposit
	
	
	—
	
	2,140
	
	—
	
	2,140
	
	

	
	Money market funds
	
	
	7,487
	
	—
	
	—
	
	7,487
	
	

	
	Commercial paper
	
	
	—
	
	969
	
	—
	
	969
	
	

	
	Marketable securities
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	15
	
	17
	
	—
	
	32
	
	

	
	United States government and agency
	
	
	—
	
	19
	
	—
	
	19
	
	

	
	Mortgage and asset-backed
	
	
	—
	
	22
	
	—
	
	22
	
	

	
	Certificates of deposit
	
	
	—
	
	8
	
	—
	
	8
	
	

	
	Foreign government
	
	
	—
	
	24
	
	—
	
	24
	
	

	
	Corporate debt
	
	
	—
	
	29
	
	—
	
	29
	
	

	
	Restricted cash
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Money market funds
	
	
	12,662
	
	—
	
	—
	
	12,662
	
	

	
	Government of Canada bonds
	
	
	—
	
	955
	
	—
	
	955
	
	

	
	Other assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity
	
	
	13
	
	—
	
	—
	
	13
	
	

	
	Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Commodity
	
	
	—
	
	11
	
	—
	
	11
	
	

	
	Foreign currency
	
	
	—
	
	90
	
	33
	
	123
	
	

	
	Other
	
	
	—
	
	
	25
	
	—
	
	25
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total assets
	$
	20,177
	$
	4,889
	$
	33
	$
	25,099
	
	

	Liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Derivatives
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Foreign currency
	$
	—
	$
	9
	$
	705
	$
	714
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total liabilities
	$
	—
	$
	9
	$
	705
	$
	714
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Fair Value Measurements on a Recurring Basis using Level 3 Inputs

For periods presented after June 1, 2009 nonperformance risk for us and Old GM was not observable through the credit default swap market as a result of the Chapter 11 Proceedings for Old GM and the lack of traded instruments for us. As a result, foreign currency derivatives with a fair market value of $1.6 billion were transferred from Level 2 to Level 3.

In the three months ended March 31, 2009 Old GM determined the credit profile of certain foreign subsidiaries was equivalent to Old GM’s nonperformance risk which was observable through the credit default swap market and bond market based on prices for recent trades. Accordingly, foreign currency derivatives with a fair value of $2.1 billion were transferred from Level 3 into Level 2.
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	Successor
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	Level 3 Financial Assets and Liabilities
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Mortgage-
	
	
	Commodity
	
	
	
	Foreign
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	backed
	
	
	Derivatives,
	
	
	
	Currency
	
	
	
	
	
	
	
	
	Other
	
	Total Net
	

	
	
	
	
	Securities (a)
	
	
	
	Net (b)
	
	
	Derivatives (c)
	
	Options (d)
	
	
	Securities (a)
	
	Liabilities
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at January 1, 2010
	
	$
	
	—
	$
	
	—
	$
	(672)
	$
	—
	$
	—
	$
	(672)
	

	
	Total realized/unrealized gains (losses)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Included in earnings
	
	
	
	—
	
	
	
	
	—
	
	
	
	155
	
	
	—
	
	
	
	—
	
	
	155
	

	
	Included in Accumulated other comprehensive income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	(loss)
	
	
	
	—
	
	
	
	
	—
	
	
	
	(17)
	
	
	—
	
	
	
	—
	
	
	(17)
	

	
	Purchases, issuances, and settlements
	
	
	
	—
	
	
	
	
	—
	
	
	
	179
	
	
	(21)
	
	
	
	—
	
	
	158
	

	
	Transfer in and/or out of Level 3
	
	
	
	—
	
	
	
	
	—
	
	
	
	—
	
	
	—
	
	
	
	—
	
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2010
	
	$
	
	—
	$
	
	—
	$
	(355)
	$
	(21)
	$
	—
	$
	(376)
	

	Amount of total gains and (losses) in the period included in
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	earnings attributable to the change in unrealized gains or
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	(losses) relating to assets still held at the reporting date
	
	$
	
	—
	$
	
	—
	$
	141
	$
	—
	$
	—
	$
	141
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Predecessor
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Level 3 Financial Assets and Liabilities
	
	
	
	
	
	
	
	
	
	

	
	
	
	Mortgage-
	
	Commodity
	
	
	Foreign
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	backed
	
	Derivatives,
	
	Currency
	
	UST
	
	
	
	Other
	
	Total Net
	

	
	
	
	Securities (a)
	
	
	Net (b)
	
	
	Derivatives (c)
	Warrant (a)
	
	Securities (a)
	
	Liabilities
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at January 1, 2009
	$
	
	49
	
	
	$
	
	(17)
	$
	
	(2,144)
	
	$
	
	(164)
	
	$
	
	17
	
	$ (2,259)
	

	
	Total realized/unrealized gains (losses)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Included in earnings
	
	
	(1)
	
	
	
	2
	
	
	
	—
	
	
	98
	
	
	
	
	(2)
	
	
	97
	

	
	Included in Accumulated other comprehensive
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	income (loss)
	
	
	—
	
	
	
	—
	
	
	
	—
	
	
	—
	
	
	
	—
	
	
	—
	

	
	Purchases, issuances, and settlements
	
	
	(4)
	
	
	
	2
	
	
	
	—
	
	
	—
	
	
	
	(1)
	
	
	(3)
	

	
	Transfer in and/or out of Level 3
	
	
	—
	
	
	
	—
	
	
	
	2,144
	
	
	
	—
	
	
	
	—
	
	
	2,144
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2009
	$
	
	44
	
	
	$
	
	(13)
	$
	
	—
	$
	
	(66)
	
	$
	
	14
	
	$
	(21)
	

	Amount of total gains and (losses) in the period included
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	in earnings attributable to the change in unrealized
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	gains or (losses) relating to assets still held at the
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	reporting date
	$
	
	(1)
	$
	
	2
	$
	
	—
	$
	
	98
	
	$
	
	(2)
	$
	97
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Realized gains (losses) and other than temporary impairments on marketable securities (including the UST warrants outstanding until the closing of the 363 Sale) are recorded in Interest income and other non-operating income, net.

(b) Prior to July 10, 2009 realized and unrealized gains (losses) on commodity derivatives were recorded in Cost of sales. Changes in fair value are attributable to changes in base metal and precious metal prices. Beginning July 10, 2009 realized and unrealized gains (losses) on commodity derivatives are recorded in Interest income and other non-operating income, net.

(c) Prior to July 10, 2009 realized and unrealized gains (losses) on foreign currency derivatives were recorded in the line item associated with the economically hedged item. Beginning July 10, 2009 realized and unrealized gains (losses) on foreign currency derivatives are recorded in Interest income and other non-operating income, net and foreign currency translation gains (losses) are recorded in Accumulated other comprehensive income (loss).

(d) Realized and unrealized gains (losses) on options are recorded in Interest income and other non-operating income, net.
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Short-Term and Long-Term Debt

We determined the fair value of debt based on a discounted cash flow model which used benchmark yield curves plus a spread that represented the yields on traded bonds of companies with comparable credit ratings.

The following table summarizes the carrying amount and estimated fair value of short-term and long-term debt, including capital leases, for which it is practicable to estimate fair value (dollars in millions):

	
	
	
	Successor
	
	

	
	March 31, 2010
	
	December 31, 2009
	

	Carrying amount (a)
	$
	14,174
	$
	15,783
	

	Fair value (a)
	$
	14,510
	$
	16,024
	


[image: ]

(a) Accounts and notes receivable, net and Accounts payable (principally trade) are not included because the carrying amount approximates fair value due to their short-term nature.

GMAC Common and Preferred Stock

At December 31, 2009 we estimated the fair value of our investment in GMAC common stock using a market approach based on the average price to tangible book value multiples of comparable companies to each of GMAC’s Auto Finance, Commercial Finance, Mortgage, and Insurance operations to determine the fair value of the individual operations. These values were aggregated to estimate the fair value of GMAC common stock. At March 31, 2010 we estimated the fair value of GMAC common stock using a market approach that applies the average price to tangible book value multiples of comparable companies to the consolidated GMAC tangible book value. This approach provides our best estimate of the fair value of our investment in GMAC common stock at March 31, 2010 due to GMAC’s transition to a bank holding company and less readily available information with which to value GMAC’s business operations individually.

We calculated the fair value of our investment in GMAC preferred stock using a discounted cash flow approach. The present value of the cash flows was determined using assumptions regarding the expected receipt of dividends on GMAC preferred stock and the expected call date.

The following table summarizes the carrying amount and estimated fair value of GMAC common and preferred stock (dollars in millions):

	
	
	
	
	Successor
	
	

	
	March 31, 2010
	
	December 31, 2009
	

	Common stock
	
	
	
	
	
	
	

	Carrying amount
	$
	968
	$
	970
	

	Fair value
	$
	1,093
	$
	970
	

	Preferred stock
	
	
	
	
	
	
	

	Carrying amount
	$
	665
	$
	665
	

	Fair value
	$
	1,002
	$
	665
	



Note 19. Restructuring and Other Initiatives

We have and Old GM had previously executed various restructuring and other initiatives, and we plan to execute additional initiatives in the future, if necessary, in order to preserve adequate liquidity, to align manufacturing capacity and other costs with prevailing global automotive sales and to improve the utilization of remaining facilities. Related charges are primarily recorded in Cost of sales and Selling, general and administrative expense.
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Estimates of restructuring and other initiative charges are based on information available at the time such charges are recorded. Due to the inherent uncertainty involved, actual amounts paid for such activities may differ from amounts initially recorded. Accordingly, we may record revisions to previous estimates by adjusting previously established reserves.

Refer to Note 20 for asset impairment charges related to our restructuring initiatives.

GM

The following table summarizes restructuring reserves (excluding restructuring reserves related to dealer wind-down agreements) and charges by segment, including postemployment benefit reserves and charges in the three months ended March 31, 2010 (dollars in millions):

	
	
	
	
	
	
	
	Successor
	
	
	
	

	
	
	
	GMNA
	
	
	GMIO
	GME
	
	Total
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at January 1, 2010
	$2,088
	
	$
	7
	$451
	
	$2,546
	

	
	Additions
	7
	
	
	
	—
	273
	
	280
	

	
	Interest accretion and other
	10
	
	
	
	—
	32
	
	42
	

	
	Payments
	(243)
	
	
	(3)
	(37)
	(283)
	

	
	Revisions to estimates
	(104)
	
	
	—
	—
	(104)
	

	
	Effect of foreign currency translation
	24
	
	
	
	—
	(33)
	(9)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2010 (a)
	$1,782
	
	$
	4
	$686
	
	$2,472
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) The remaining cash payments related to these restructuring reserves primarily relate to postemployment benefits to be paid.

GMNA

GMNA recorded charges, interest accretion and other and revisions to estimates that decreased the restructuring reserves by $87 million in the three months ended March 31, 2010. This decrease was primarily due to increased production capacity utilization, which resulted in the recall of idled employees to fill added shifts at multiple production sites.

GME

GME recorded charges and interest accretion and other of $305 million for separation programs primarily related to the following initiatives:

· Separation charges of $184 million as the legal minimum for a separation plan related to the closure of the Antwerp, Belgium facility which will affect 2,600 employees. Refer to Note 25 for additional information related to the closure of the Antwerp, Belgium facility.

· Separation charges of $72 million related to separation/layoff plans and an early retirement plan in Spain which will affect 1,200 employees.

· Separation charges of $16 million and interest accretion and other of $29 million related to previously announced programs in Germany.

Dealer Wind-downs

We market vehicles worldwide through a network of independent retail dealers and distributors. As part of achieving and sustaining long-term viability and the viability of our dealer network, we determined that a reduction in the number of GMNA dealerships was necessary. At March 31, 2010 there were approximately 6,100 dealers in GMNA compared to approximately 6,500 at December 31,
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2009. Certain dealers that had signed wind-down agreements with us have elected to file for reinstatement through a binding arbitration process. In response to the arbitration filings we offered certain dealers reinstatement contingent upon compliance with our core business criteria for operation of a dealership. Further reductions in the number of GMNA dealerships will be dependent upon the ongoing reinstatement and arbitration process, which we expect will be fundamentally resolved in 2010.

The following table summarizes GMNA’s restructuring reserves related to dealer wind-down agreements in the three months ended March 31, 2010 (dollars in millions):

	
	
	
	
	
	Successor
	
	
	

	
	
	U.S.
	
	Canada and Mexico
	
	
	Total
	

	
	Balance at January 1, 2010
	$460
	$
	41
	
	$501

	
	Additions
	9
	
	9
	
	18

	
	Payments
	(44)
	
	(28)
	(72)

	
	Effect of foreign currency translation
	—
	
	
	2
	
	
	2
	

	
	Balance at March 31, 2010
	$425
	$
	24
	
	$449

	
	
	
	
	
	
	
	
	
	



Old GM

The following table summarizes Old GM’s restructuring reserves and charges by segment, including postemployment benefit reserves and charges in the three months ended March 31, 2009 (dollars in millions):

	
	
	
	
	
	
	Predecessor
	
	
	
	

	
	
	GMNA
	
	
	GMIO
	GME
	
	Total
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at January 1, 2009
	$2,456
	
	$
	58
	$468
	
	$2,982
	

	
	Additions
	411
	
	
	
	32
	10
	
	453
	

	
	Interest accretion and other
	10
	
	
	
	—
	(3)
	7
	

	
	Payments
	(398)
	
	
	(32)
	(33)
	(463)
	

	
	Revisions to estimates
	(297)
	
	
	9
	—
	(288)
	

	
	Effect of foreign currency translation
	(28)
	
	
	(2)
	(28)
	(58)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Balance at March 31, 2009
	$2,154
	
	$
	65
	$414
	
	$2,633
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	



GMNA recorded charges, interest accretion and other and revisions to estimates of $124 million for separation programs related to the following initiatives:

· Postemployment benefit costs in the U.S. of $296 million related to 7,000 employees participating in the 2009 Special Attrition Program.

· Separation charges of $115 million for a U.S. salaried severance program, which allows terminated employees to receive ongoing wages and benefits for no longer than 12 months.

· Interest accretion of $10 million and revisions to estimates to decrease the reserve of $297 million, primarily related to the suspension of the JOBS Program, Old GM’s job security provision in the collective bargaining agreement with the UAW to continue paying idled employees certain wages and benefits, and reductions to the reserve for estimated future wages and benefits due to employees participating in the 2009 Special Attrition Program; partially offset by Canadian salaried workforce reductions and other restructuring initiatives in Canada.

GMIO recorded charges and revisions to estimates of $41 million primarily related to separation charges of $26 million and revisions to estimates to increase the reserve of $9 million related to voluntary and involuntary separation programs in South America and South Africa.
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GME recorded charges, interest accretion and other and revisions to estimates of $7 million for separation programs primarily due to separation charges of $10 million related to early retirement programs in Germany, interest accretion and other of $12 million related to previously announced programs in Germany and Belgium, partially offset by a decrease in interest accretion and other of $15 million related to the deconsolidation of Saab.

Note 20. Impairments

The following table summarizes impairment charges (dollars in millions):

	
	
	
	
	Successor
	
	
	
	Predecessor

	
	
	
	Three Months
	
	
	Three Months
	

	
	
	
	
	Ended
	
	
	
	Ended

	
	
	
	March 31, 2010
	
	
	March 31, 2009

	
	GMNA
	
	
	
	
	
	
	

	
	Product-specific tooling assets
	$
	—
	
	$
	278
	

	
	Cancelled powertrain programs
	
	—
	
	
	
	42
	

	
	Equity and cost method investments (other than GMAC)
	
	—
	
	
	
	28
	

	
	Vehicles leased to rental car companies
	
	—
	
	
	
	11
	

	
	Total GMNA impairment charges
	
	—
	
	
	
	359

	
	GMIO
	
	
	
	
	
	
	

	
	Product-specific tooling assets
	
	—
	
	
	
	7
	

	
	Total GMIO impairment charges
	
	—
	
	
	
	7
	

	
	GME
	
	
	
	
	
	
	

	
	Vehicles leased to rental car companies
	
	9
	
	
	
	18
	

	
	Total GME impairment charges
	
	9
	
	
	
	18

	
	Corporate
	
	
	
	
	
	
	

	
	Other than temporary impairment charges on debt and equity securities (a)
	
	—
	
	
	
	8
	

	
	Automotive retail leases
	
	—
	
	
	
	16
	

	
	Total Corporate impairment charges
	
	—
	
	
	
	24
	

	
	Total impairment charges
	$
	9
	
	$
	408
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a) Refer to Note 18 for additional information on marketable securities and financial instruments measured at fair value on a recurring basis. Other than temporary impairment charges on debt and equity securities were recorded in Interest income and other non-operating income, net.

The following tables summarize assets measured at fair value (all of which utilized Level 3 inputs) on a nonrecurring basis subsequent to initial recognition (dollars in millions):

	
	
	
	
	
	
	Fair Value Measurements Using
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	

	
	
	
	
	
	Quoted Prices in
	
	Significant
	
	
	
	
	Three Months
	
	

	
	
	Three Months
	
	Active Markets
	
	
	Other
	
	
	Significant
	
	
	Ended
	

	
	
	
	Ended
	
	
	for Identical
	
	Observable
	
	Unobservable
	
	
	March 31,
	

	
	
	
	March 31,
	
	
	Assets
	
	
	Inputs
	
	
	Inputs
	
	
	2010
	
	

	
	
	
	2010 (a)
	
	
	(Level 1)
	
	(Level 2)
	
	
	
	(Level 3)
	
	Total Losses
	
	

	Vehicles leased to rental car companies
	$
	537
	
	$
	—
	$
	—
	$
	537
	$
	9
	
	

	Total
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	537
	
	$
	—
	$
	—
	$
	537
	$
	9
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Amounts represent the fair value measure during the period.
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GM

GME

Vehicles leased to rental car companies were adjusted to their fair value at the time of impairment, resulting in impairment charges of $9 million in the three months ended March 31, 2010. Fair value measurements utilized projected cash flows which primarily consist of vehicle sales at auction.

Old GM

	
	
	
	
	
	
	Fair Value Measurements Using
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Predecessor
	
	
	
	
	
	
	
	

	
	
	
	
	
	Quoted Prices
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	in Active
	
	Significant
	
	
	
	
	Three Months
	

	
	
	Three Months
	Markets for
	
	
	Other
	
	Significant
	
	
	Ended
	

	
	
	
	Ended
	
	Identical
	
	Observable
	Unobservable
	
	
	March 31,
	

	
	
	
	March 31,
	
	Assets
	
	
	Inputs
	
	Inputs
	
	
	2009
	
	

	
	
	
	2009 (a)
	
	
	(Level 1)
	
	
	(Level 2)
	
	
	(Level 3)
	
	
	Total Losses
	
	

	Product-specific tooling assets
	$
	85
	
	$
	—
	$
	—
	$
	85
	$
	(285)
	

	Cancelled powertrain programs
	
	—
	
	—
	
	
	—
	
	—
	
	
	(42)
	

	Equity and cost method investments (other than GMAC)
	
	—
	
	—
	
	
	—
	
	—
	
	
	(28)
	

	Vehicles leased to rental car companies
	
	2,057
	
	
	—
	
	
	—
	
	2,057
	
	
	(29)
	

	Automotive retail leases
	
	1,519
	
	
	—
	
	
	—
	
	1,519
	
	
	(16)
	

	Total
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	3,661
	
	$
	—
	$
	—
	$
	3,661
	$
	(400)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Amounts represent the fair value measure during the period.

GMNA

Product-specific tooling assets were adjusted to their fair value at the time of impairment, resulting in impairment charges of $278 million in the three months ended March 31, 2009. Fair value measurements utilized projected cash flows, discounted at a rate commensurate with the perceived business risks related to the assets involved.

Cancelled powertrain programs were adjusted to their fair value at the time of impairment, resulting in impairment charges of $42 million in the three months ended March 31, 2009. Fair value measurements utilized projected cash flows, discounted at a rate commensurate with the perceived business risks related to the assets involved.

CAMI Automotive, Inc. (CAMI), at the time an equity method investee, was adjusted to its fair value, resulting in an impairment charge of $28 million in the three months ended March 31, 2009. The fair value measurement utilized projected cash flows discounted at a rate commensurate with the perceived business risks related to the investment. In March 2009 Old GM determined that due to changes in contractual arrangements, CAMI became a VIE and Old GM was the primary beneficiary, and therefore CAMI was consolidated. In December 2009 we acquired the remaining noncontrolling interest of CAMI from Suzuki for $100 million increasing our ownership interest from 50% to 100%. As a result of this acquisition, CAMI became a wholly-owned subsidiary.

Vehicles leased to rental car companies were adjusted to their fair value at the time of impairment, resulting in impairment charges of $11 million in the three months ended March 31, 2009. Fair value measurements utilized projected cash flows which primarily consist of vehicle sales at auction.

GMIO

Product-specific tooling assets were adjusted to their fair value at the time of impairment, resulting in impairment charges of $7 million in the three months ended March 31, 2009. Fair value measurements utilized projected cash flows, discounted at a rate commensurate with the perceived business risks related to the assets involved.

43

[image: ]Table of Contents

GENERAL MOTORS COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

GME

Vehicles leased to rental car companies were adjusted to their fair value at the time of impairment, resulting in impairment charges of $18 million in the three months ended March 31, 2009. Fair value measurements utilized projected cash flows which primarily consist of vehicle sales at auction.

Corporate

Automotive retail leases were adjusted to their fair value at the time of impairment, resulting in impairment charges of $16 million in the three months ended March 31, 2009. Fair value measurements utilized discounted projected cash flows from lease payments and anticipated future auction proceeds.

Contract Cancellations

The following table summarizes contract cancellation charges primarily related to the cancellation of product programs (dollars in millions):

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	GMNA
	$
	31
	
	$
	128
	

	GMIO
	
	—
	
	
	
	8
	

	GME
	
	—
	
	
	
	8
	

	Total contract cancellation charges
	$
	31
	
	$
	144

	
	
	
	
	
	
	
	



Note 21. Earnings (Loss) Per Share

Basic and diluted earnings (loss) per share have been computed by dividing Net income (loss) attributable to common stockholders by the weighted average number of shares outstanding in the period.

The following table summarizes basic and diluted earnings (loss) per share (in millions, except per share amounts):

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	
	Ended

	
	
	
	March
	
	
	
	March

	
	
	
	31, 2010
	
	
	
	31, 2009
	

	Basic
	
	
	
	
	
	
	
	

	Net income (loss) attributable to common stockholders (a)
	$
	1.73
	
	$
	(9.78)

	Weighted-average common shares outstanding
	
	
	500
	
	
	
	611

	Diluted
	
	
	
	
	
	
	
	

	Net income (loss) attributable to common stockholders (a)
	$
	1.66
	
	$
	(9.78)

	Weighted-average common shares outstanding
	
	
	522
	
	
	
	611


[image: ]

(a) The three months ended March 31, 2010 includes accumulated but unearned dividends of $34 million on our Series A Fixed Rate Cumulative Perpetual Preferred Stock (Series A Preferred Stock), which decreases Net income attributable to common stockholders.
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GM

In the three months ended March 31, 2010 diluted earnings per share included the potential effect of the assumed exercise of certain warrants to acquire shares of our common stock. The number of shares of common stock, assuming the exercise of the warrants, that were excluded in the computation of diluted earnings per share under the treasury stock method was 68 million. The number of shares of common stock, assuming the exercise of the warrants, that was included in the computation of diluted earnings per share under the treasury stock method was 22 million. The number of shares of common stock that was excluded in the computation of diluted earnings per share because the effect was antidilutive was 15 million.

At March 31, 2010 the Adjustment Shares were excluded from the computation of basic and diluted earnings per share as the condition that would result in the issuance of the Adjustment Shares was not satisfied. At March 31, 2010 we believe it is probable that these claims will exceed $35.0 billion, but it is still possible they will not. The Adjustment Shares may, however, be dilutive in the future. Refer to Note 16 for additional information on the Adjustment Shares.

We have granted restricted stock units to certain global executives. As these awards will be payable in cash if settled prior to six months after a completion of a successful initial public offering, the salary stock awards are excluded from the computation of diluted earnings per share. At March 31, 2010 6 million restricted stock units were outstanding.

Old GM

Due to Old GM’s net losses in the three months ended March 31, 2009, the assumed exercise of stock options and warrants had an antidilutive effect and therefore was excluded from the computation of diluted loss per share. The number of such options and warrants not included in the computation of diluted loss per share was 209 million in the three months ended March 31, 2009.

No shares potentially issuable to satisfy the in-the-money amount of Old GM’s convertible debentures have been included in the computation of diluted income (loss) per share in the three months ended March 31, 2009 as the conversion options in various series of convertible debentures were not in-the-money.

Note 22. Transactions with GMAC

Old GM entered into various operating and financing arrangements with GMAC. In connection with the 363 Sale, we assumed the terms and conditions of these agreements as more fully discussed in our 2009 Form 10-K. The following tables describe the financial statement effects of and maximum obligations under these agreements (dollars in millions):

	
	
	
	Successor
	
	

	
	
	March 31,
	December 31,
	

	
	
	
	2010
	
	
	2009
	

	Operating lease residuals
	
	
	
	
	
	
	

	Residual support (a)
	
	
	
	
	
	
	

	Liabilities recorded
	$
	185
	$
	369
	

	Maximum obligation
	$
	1,050
	$
	1,159
	

	Risk sharing (a)
	
	
	
	
	
	
	

	Liabilities recorded
	$
	462
	$
	366
	

	Maximum obligation
	$
	1,279
	$
	1,392
	

	Note payable to GMAC (b)
	$
	35
	$
	35
	

	Vehicle repurchase obligations (c)
	
	
	
	
	
	
	

	Maximum obligations
	$
	15,357
	$
	14,058
	

	Fair value of guarantee
	$
	35
	$
	46
	


[image: ]

(a) Represents liabilities recorded and maximum obligations for agreements entered into prior to December 31, 2008. Agreements entered into in 2010 and 2009 do not include residual support or risk sharing programs.
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(b) GMAC retained an investment in a note, which is secured by certain automotive retail leases.

(c) In May 2009 Old GM and GMAC agreed to expand Old GM’s repurchase obligations for GMAC financed inventory at certain dealers in Europe, Brazil and Mexico. In November 2008 Old GM and GMAC agreed to expand Old GM’s repurchase obligations for GMAC financed inventory at certain dealers in the United States and Canada. The maximum potential amount of future payments required to be made under this guarantee would be based on the repurchase value of total eligible vehicles financed by GMAC in dealer stock. The total exposure of repurchased vehicles would be reduced to the extent vehicles are able to be resold to another dealer. The fair value of the guarantee considers the likelihood of dealers terminating and the estimated loss exposure for the ultimate disposition of vehicles.

	
	
	Successor
	
	Predecessor

	
	
	March 31,
	
	
	March 31,
	

	
	
	
	2010
	
	
	
	2009
	

	Marketing incentives and operating lease residual payments (a)
	$
	307
	
	$
	166
	

	Exclusivity fee revenue
	$
	25
	
	$
	25
	

	Royalty income
	$
	4
	
	$
	2
	


[image: ]

(a) Payments to GMAC related to U.S. marketing incentive and operating lease residual programs. Excludes payments to GMAC related to the contractual exposure limit.

Balance Sheet

The following table summarizes the balance sheet effects of transactions with GMAC (dollars in millions):

	
	
	
	
	Successor
	
	

	
	March 31,
	
	December 31,
	

	
	
	2010
	
	
	
	2009
	

	Assets
	
	
	
	
	
	
	

	Accounts and notes receivable, net (a)
	$
	839
	$
	404
	

	Restricted cash (b)
	$
	8
	$
	127
	

	Other assets (c)
	$
	27
	$
	27
	

	Liabilities
	
	
	
	
	
	
	

	Accounts payable (d)
	$
	151
	$
	131
	

	Short-term debt and current portion of long-term debt (e)
	$
	896
	$
	1,077
	

	Accrued expenses and other liabilities (f)
	$
	702
	$
	817
	

	Long-term debt (g)
	$
	50
	$
	59
	

	Other non-current liabilities (h)
	$
	270
	$
	383
	


[image: ]

(a) Represents wholesale settlements due from GMAC, amounts owed by GMAC with respect to automotive retail leases and receivables for exclusivity fees and royalties.

(b) Represents certificates of deposit purchased from GMAC that are pledged as collateral for certain guarantees provided to GMAC in Brazil in connection with dealer floor plan financing.

(c) Primarily represents distributions due from GMAC on our investments in GMAC preferred stock.

(d) Primarily represents amounts billed to us and payable related to incentive programs.

(e) Represents wholesale financing, sales of receivable transactions and the short-term portion of term loans provided to certain dealerships which we own or in which we have an equity interest. In addition, it includes borrowing arrangements with various foreign locations and arrangements related to GMAC’s funding of company-owned vehicles, rental car vehicles awaiting sale at auction and funding of the sale of vehicles to which title is retained while the vehicles are consigned to GMAC or dealers, primarily in the United Kingdom. Financing remains outstanding until the title is transferred to the dealers. This amount also includes the short-term portion of a note payable related to automotive retail leases.

46

[image: ]Table of Contents

GENERAL MOTORS COMPANY AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

(f) Primarily represents accruals for marketing incentives on vehicles which are sold, or anticipated to be sold, to customers or dealers and financed by GMAC in North America. This includes the estimated amount of residual support accrued under the residual support and risk sharing programs, rate support under the interest rate support programs, operating lease and finance receivable capitalized cost reduction incentives paid to GMAC to reduce the capitalized cost in automotive lease contracts and retail automotive contracts, and amounts owed under lease pull-ahead programs. In addition it includes interest accrued on the transactions in (e) above.

(g) Primarily represents the long-term portion of term loans from GMAC to certain consolidated dealerships and a note payable with respect to automotive retail leases.

(h) Primarily represents long-term portion of liabilities for marketing incentives on vehicles financed by GMAC.

Statement of Operations

The following table summarizes the income statement effects of transactions with GMAC (dollars in millions):

	
	
	Successor
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	Net sales and revenue (reduction) (a)
	$
	(143)
	$
	182

	Cost of sales and other expenses (b)
	$
	24
	
	$
	76

	Interest income and other non-operating income, net (c)
	$
	58
	
	$
	74

	Interest expense (d)
	$
	60
	
	$
	45

	Servicing expense (e)
	$
	1
	
	$
	9

	Derivative gains (losses) (f)
	$
	—
	$
	(1)


[image: ]

(a) Primarily represents the increase (reduction) in net sales and revenues for marketing incentives on vehicles which are sold, or anticipated to be sold, to customers or dealers and financed by GMAC. This includes the estimated amount of residual support accrued under residual support and risk sharing programs, rate support under the interest rate support programs, operating lease and finance receivable capitalized cost reduction incentives paid to GMAC to reduce the capitalized cost in automotive lease contracts and retail automotive contracts, and costs under lease pull-ahead programs. This amount is offset by net sales for vehicles sold to GMAC for employee and governmental lease programs and third party resale purposes.

(b) Primarily represents cost of sales on the sale of vehicles to GMAC for employee and governmental lease programs and third party resale purposes. Also includes miscellaneous expenses on services performed by GMAC.

(c) Represents income on investments in GMAC preferred stock and Preferred Membership Interests, exclusivity and royalty fee income and reimbursements by GMAC for certain services provided to GMAC. Included in this amount is rental income related to GMAC’s primary executive and administrative offices located in the Renaissance Center in Detroit, Michigan. The lease agreement expires in November 2016.

(d) Represents interest incurred on term loans, notes payable and wholesale settlements.

(e) Represents servicing fees paid to GMAC on certain automotive retail leases.

(f) Represents amounts recorded in connection with a derivative transaction entered into with GMAC as the counterparty.

Note 23. Transactions with MLC

We and MLC entered into a Transition Services Agreement (TSA), as more fully discussed in our 2009 Form 10-K. The following tables describe the financial statement effects of the transactions with MLC.
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Statement of Operations

The following table summarizes the income statement effects of transactions with MLC (dollars in millions):

Successor
[image: ]
Three Months
Ended
March
31, 2010
[image: ]
Cost of sales (a)	$	(6)
[image: ][image: ]

(a) Primarily related to royalty income partially offset by reimbursements for engineering expenses incurred by MLC.

Balance Sheet

The following table summarizes the balance sheet effects of transactions with MLC (dollars in millions):

	
	
	
	
	
	Successor
	
	

	
	
	March 31,
	
	
	December 31,
	

	
	
	
	2010
	
	
	
	
	2009
	

	Accounts and notes receivable, net (a)
	$
	11
	$
	16

	Other assets
	$
	1
	$
	1

	Accounts payable (b)
	$
	31
	$
	59

	Accrued expenses and other liabilities
	$
	2
	$
	(1)

	
	
	
	
	
	
	
	
	
	

	(a)   Primarily related to royalty income from MLC and services provided under the TSA.
	
	
	
	
	
	
	
	

	(b)   Primarily related to the purchase of component parts.
	
	
	
	
	
	
	
	

	Cash Flow
	
	
	
	
	
	
	
	

	The following table summarizes the cash flow effects of transactions with MLC (dollars in millions):
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Successor

	
	
	
	
	
	
	Three Months
	

	
	
	
	
	
	
	
	
	Ended

	
	
	
	
	
	
	
	
	March

	
	
	
	
	
	
	
	
	31, 2010
	

	Operating (a)
	
	
	
	$
	(63)

	Financing (b)
	
	
	
	$
	1


[image: ]

(a) Primarily includes payments to and from MLC related to the purchase and sale of component parts.

(b) Funding provided to a facility in Strasbourg, France, that MLC retained. We have reserved $14 million against the advanced amounts.

Note 24. Segment Reporting

We develop, produce and market cars, trucks and parts worldwide. We do so through our three segments: GMNA, GMIO and GME.

Substantially all of the cars, trucks and parts produced are marketed through retail dealers in North America, and through distributors and dealers outside of North America, the substantial majority of which are independently owned.

In addition to the products sold to dealers for consumer retail sales, cars and trucks are also sold to fleet customers, including daily rental car companies, commercial fleet customers, leasing companies and governments. Sales to fleet customers are completed
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through the network of dealers and in some cases sold directly to fleet customers. Retail and fleet customers can obtain a wide range of aftersale vehicle services and products through the dealer network, such as maintenance, light repairs, collision repairs, vehicle accessories and extended service warranties.

GMNA primarily meets the demands of customers in North America with vehicles developed, manufactured and/or marketed under the following brands:

•	Buick	•	Cadillac	•	Chevrolet	•	GMC

The demands of customers outside of North America are primarily met with vehicles developed, manufactured and/or marketed under the following brands:


•	Buick

•	Cadillac



•	Daewoo

•	GMC



•	Holden

•	Isuzu



•	Opel

•	Vauxhall


· Chevrolet

At March 31, 2010 we also had equity ownership stakes directly or indirectly through various regional subsidiaries, including GM Daewoo, SGM, SGMW and

FAW-GM Light Duty Commercial Vehicle Co., Ltd. (FAW-GM). These companies design, manufacture and market vehicles under the following brands:


•	Buick

•	Cadillac



•	Daewoo

•	FAW



•	GMC

•	Holden



•	Jiefang

•	Wuling


· Chevrolet

Nonsegment operations are classified as Corporate. Corporate includes investments in GMAC, certain centrally recorded income and costs, such as interest, income taxes and corporate expenditures, certain nonsegment specific revenues and expenses, including costs related to the Delphi Benefit Guarantee Agreements and a portfolio of automotive retail leases.

All intersegment balances and transactions have been eliminated in consolidation.

	
	
	
	
	
	
	
	
	
	
	
	
	Successor
	
	
	
	
	
	
	
	

	
	
	
	GMNA
	
	
	GMIO
	
	GME
	
	Eliminations
	Corporate
	
	
	Total
	
	

	
	At and For the Three Months Ended March 31, 2010
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Sales
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	External customers
	$
	18,508
	$
	7,541
	$
	5,373
	$
	—
	$
	54
	
	$
	31,476
	
	

	
	Intersegment
	
	
	778
	
	
	512
	
	128
	
	
	(1,418)
	
	—
	
	
	—
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total net sales and revenue
	
	$
	19,286
	
	$
	8,053
	$
	5,501
	$
	(1,418)
	$
	54
	
	$
	31,476
	
	

	Earnings (loss) before interest and income taxes
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	1,218
	$
	1,194
	$
	(506)
	$
	13
	$
	(95)
	$
	1,824
	

	
	Interest income
	
	
	—
	
	
	—
	
	—
	
	
	—
	
	90
	
	
	
	90
	
	

	
	Interest expense
	
	
	—
	
	
	—
	
	—
	
	
	—
	
	337
	
	
	
	337
	
	

	
	Income tax expense (benefit)
	
	
	—
	
	
	—
	
	—
	
	
	—
	
	509
	
	
	
	509
	
	

	Net income (loss) attributable to stockholders
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	$
	1,218
	
	$
	1,194
	$
	(506)
	$
	13
	$
	(851)
	$
	1,068
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Equity in net assets of nonconsolidated affiliates
	$
	1,971
	$
	6,101
	$
	330
	$
	1
	$
	27
	
	$
	8,430
	
	

	
	Total assets
	$
	78,080
	$
	27,671
	$
	19,376
	$
	(24,015)
	$
	34,909
	
	$
	136,021
	
	

	
	Depreciation, amortization and impairment
	$
	1,174
	$
	194
	$
	384
	$
	—
	$
	51
	
	$
	1,803
	
	

	
	Equity income, net of tax
	$
	34
	$
	359
	$
	10
	$
	—
	$
	—
	$
	403
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	Predecessor
	
	
	
	
	
	
	
	

	
	
	
	GMNA
	GMIO
	
	
	GME
	
	Eliminations
	
	Corporate
	
	Total
	
	

	
	At and For the Three Months Ended March 31, 2009
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Sales
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	External customers
	$
	11,812
	$
	5,193
	
	$
	5,227
	
	$
	—
	$
	199
	$
	22,431
	

	
	Intersegment
	
	
	507
	
	
	532
	
	
	
	91
	
	
	
	(1,130)
	
	
	—
	
	—
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total net sales and revenue
	$
	12,319
	$
	5,725
	
	$
	5,318
	
	$
	(1,130)
	$
	199
	$
	22,431
	

	Earnings (loss) before interest and income taxes
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	(3,426)
	$
	(1)
	$
	(1,989)
	$
	23
	
	$
	448
	$
	(4,945)
	

	
	Interest income
	
	
	—
	
	—
	
	
	—
	
	
	—
	
	
	86
	
	86
	

	
	Interest expense
	
	
	—
	
	—
	
	
	—
	
	
	—
	
	
	1,230
	
	1,230
	

	
	Income tax expense (benefit)
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	(114)
	
	(114)
	

	Net income (loss) attributable to stockholders
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	$
	(3,426)
	$
	(1)
	$
	(1,989)
	$
	23
	
	$
	(582)
	$
	(5,975)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Depreciation, amortization and impairment
	$
	1,702
	$
	170
	
	$
	547
	
	$
	—
	$
	121
	$
	2,540
	

	
	Equity income (loss), net of tax
	$
	(59)
	$
	110
	
	$
	(2)
	$
	(1)
	$
	—
	$
	48
	

	
	Equity in loss of GMAC
	$
	—
	$
	—
	$
	—
	$
	—
	$
	(500)
	$
	(500)
	

	Significant noncash charges
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Gain on extinguishment of debt
	$
	—
	$
	—
	$
	—
	$
	—
	$
	(906)
	$
	(906)
	

	
	Impairment charges related to equipment on operating leases
	
	
	11
	
	—
	
	
	18
	
	
	
	—
	
	
	16
	
	45
	

	
	Impairment charges related to long-lived assets
	
	
	320
	
	7
	
	
	
	—
	
	
	—
	
	
	—
	
	327
	

	
	Impairment charges related to investment in CAMI
	
	
	28
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	28
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total significant noncash charges
	$
	359
	$
	7
	
	$
	18
	
	$
	—
	$
	(890)
	$
	(506)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Note 25. Subsequent Events

Repayment of the UST and Canadian Loans

In April 2010 we used funds from our escrow account to repay in full the outstanding amount of the UST Loans of $4.7 billion. In addition, GMCL repaid in full the outstanding amount of the Canadian Loan of $1.1 billion. Both loans were repaid prior to maturity.

Following the repayment of the UST Loans and the Canadian Loan, the remaining funds in an amount of $6.6 billion that were held in escrow became unrestricted. The availability of those funds is no longer subject to the conditions set forth in the UST Credit Agreement.

While we have repaid the UST Loans in full, certain of the covenants in the UST Credit Agreement remain in effect and impose obligations on us with respect to, among other things, certain expense policies, executive privileges and compensation requirements.

Repayment of GM Daewoo’s Debt

In April 2010 GM Daewoo repaid KRW 250 billion (equivalent to $225 million) of its KRW 1.4 trillion (equivalent to $1.2 billion) revolving credit facility.

Closure of Antwerp, Belgium Facility and Related Separation Plan

On April 26, 2010 an agreement was reached between GME and employees regarding the closure of the Antwerp, Belgium facility and certain termination benefits to be received by the employees. The termination benefits will be offered to all of the 2,600 employees at the plant. The total estimated cost for termination benefits to all 2,600 employees is approximately Euro 0.4 billion
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

(equivalent to $0.5 billion). These charges are expected to result in future cash expenditures. A significant number of employees are expected to accept the terms and leave before the end of June 2010.

In addition, GME and employee representatives entered into a Memorandum of Understanding whereby both parties will cooperate in a working group, led by the Flemish government, in order to find an outside investor to acquire the facility. The search will conclude at the end of September 2010. If an investor is found, the investor will determine the number of employees that it would hire. Employees who had not previously accepted termination benefits and were not hired by the purchaser of the facility would receive termination benefits. If an investor is not found, termination benefits will be offered to the remaining employees and the facility will close by December 31, 2010.
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This Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) should be read in conjunction with the accompanying condensed consolidated financial statements and our Annual Report on Form 10-K for the year ended December 31, 2009 (2009 Form 10-K), as filed with the Securities and Exchange Commission (SEC).

Use of Estimates in the Preparation of the Financial Statements

Our condensed consolidated financial statements are prepared in conformity with U.S. GAAP, which requires the use of estimates, judgments, and assumptions that affect the reported amounts of assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenue and expenses in the periods presented. We believe that the accounting estimates employed are appropriate and the resulting balances are reasonable; however, due to the inherent uncertainties in making estimates actual results could differ from the original estimates, requiring adjustments to these balances in future periods.

OVERVIEW

General Motors Company

General Motors Company was formed by the United States Department of the Treasury (UST) in 2009 originally as a Delaware limited liability company, Vehicle Acquisition Holdings LLC, and subsequently converted to a Delaware corporation, NGMCO, Inc. This company, which on July 10, 2009 acquired substantially all of the assets and assumed certain liabilities of General Motors Corporation (363 Sale) and changed its name to General Motors Company, is sometimes referred to in this Quarterly Report on Form 10-Q for the periods on or subsequent to July 10, 2009 as “we,” “our,” “us,” “ourselves,” the “Company,” “General Motors,” or “GM,” and is the successor entity solely for accounting and financial reporting purposes (Successor). General Motors Corporation is sometimes referred to in this Quarterly Report on Form 10-Q, for the periods on or before July 9, 2009, as “Old GM.” Prior to July 10, 2009 Old GM operated the business of the Company, and pursuant to the agreement with the SEC Staff, the accompanying condensed consolidated financial statements include the financial statements and related information of Old GM as it is our predecessor entity solely for accounting and financial reporting purposes (Predecessor). In connection with the 363 Sale, General Motors Corporation changed its name to Motors Liquidation Company, which is sometimes referred to in this Quarterly Report on Form 10-Q, for the periods on or after July 10, 2009, as “MLC.” MLC continues to exist as a distinct legal entity for the sole purpose of liquidating its remaining assets and liabilities.

We develop, produce and market cars, trucks, and parts worldwide through our three segments which consist of General Motors North America (GMNA), General Motors International Operations (GMIO) and General Motors Europe (GME). Nonsegment operations are classified as Corporate. Corporate includes investments in GMAC Inc. (GMAC), certain centrally recorded income and costs, such as interest, income taxes and corporate expenditures, certain nonsegment specific revenues and expenses, including costs related to the Delphi Benefit Guarantee Agreements (as defined in Note 16 to the condensed consolidated financial statements) and a portfolio of automotive retail leases.

We also own a 16.6% equity interest in GMAC, which is accounted for using the cost method because we cannot exercise significant influence over GMAC. GMAC provides a broad range of financial services, including consumer vehicle financing, automotive dealership and other commercial financing, residential mortgage services, automobile service contracts, personal automobile insurance coverage and selected commercial insurance coverage.

Consistent with industry practice, our market share information includes estimates of industry sales in certain countries where public reporting is not legally required or not otherwise available on a consistent basis.
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Old GM Bankruptcy and 363 Sale

Background

As a result of historical unfavorable economic conditions and a rapid decline in sales in the three months ended December 31, 2008 Old GM determined that, despite the previous actions it had then taken to restructure its U.S. business, it would be unable to pay its obligations in the normal course of business in 2009 or service its debt in a timely fashion, which required the development of a new plan that depended on financial assistance from the U.S. government.

In December 2008 Old GM requested and received financial assistance from the U.S. government and entered into a loan and security agreement with the UST, which was subsequently amended (UST Loan Agreement). In early 2009 Old GM’s business results and liquidity continued to deteriorate, and, as a result, Old GM obtained additional funding from the UST under the UST Loan Agreement. Old GM also received funding from Export Development Canada (EDC), a corporation wholly-owned by the government of Canada, under a loan and security agreement entered into in April 2009 (EDC Loan Facility).

As a condition to obtaining the loans (UST Loan Facility) under the UST Loan Agreement, Old GM was required to submit a plan in February 2009 that included specific actions intended to demonstrate that it was a viable entity and to use its best efforts to achieve certain debt reduction, labor modification and VEBA modification targets.

On March 30, 2009 the President’s Designee determined that the plan was not viable and required substantial revisions. In conjunction with the March 30, 2009 announcement, the administration announced that it would offer Old GM adequate working capital financing for a period of 60 days while it worked with Old GM to develop and implement a more accelerated and aggressive restructuring that would provide a sound long-term foundation.

Old GM made further modifications to its plan in an attempt to satisfy the President’s Designee’s requirement that it undertake a substantially more accelerated and aggressive restructuring plan. The additional significant cost reduction and restructuring actions included reducing Old GM’s indebtedness and VEBA obligations, in addition to other cost reduction and restructuring actions.

Our 2009 Form 10-K provides additional detail on Old GM’s liquidity constraints, the terms and conditions of its various funding arrangements with U.S. and Canadian governmental entities, and its various cost reduction and restructuring activities.

Chapter 11 Proceedings

Old GM was not able to complete the cost reduction and restructuring actions, including the debt reductions and VEBA modifications, which resulted in extreme liquidity constraints. As a result, on June 1, 2009 Old GM and certain of its direct and indirect subsidiaries filed voluntary petitions for relief under Chapter 11 (Chapter 11 Proceedings) of the U.S. Bankruptcy Code (Bankruptcy Code) in the U.S. Bankruptcy Court for the Southern District of New York (Bankruptcy Court).

In connection with the Chapter 11 Proceedings, Old GM entered into a secured superpriority debtor-in-possession credit agreement with the UST and EDC (DIP Facility) and received additional funding commitments from EDC to support Old GM’s Canadian operations.

363 Sale

On July 10, 2009 we completed the acquisition of substantially all of the assets and assumed certain liabilities of Old GM and certain of its direct and indirect subsidiaries (collectively, the Sellers). The 363 Sale was consummated in accordance with the Amended and Restated Master Sale and Purchase Agreement, dated June 26, 2009, as amended (Purchase Agreement), between us and the Sellers, and pursuant to the Bankruptcy Court’s sale order dated July 5, 2009.
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Accounting Standards Codification (ASC) 852, “Reorganizations,” (ASC 852) is applicable to entities operating under Chapter 11 of the Bankruptcy Code. ASC 852 generally does not affect the application of U.S. GAAP that we and Old GM followed to prepare the consolidated financial statements, but it does require specific disclosures for transactions and events that were directly related to the Chapter 11 Proceedings and transactions and events that resulted from ongoing operations.

Old GM prepared its consolidated financial statements in accordance with the guidance in ASC 852 in the period June 1, 2009 through July 9, 2009. Revenues, expenses, realized gains and losses, and provisions for losses directly related to the Chapter 11 Proceedings were recorded in Reorganization gains, net. Reorganization gains, net do not constitute an element of operating loss due to their nature and due to the requirement of ASC 852 that they be reported separately. Old GM’s balance sheet prior to the 363 Sale distinguished prepetition liabilities subject to compromise from prepetition liabilities not subject to compromise and from postpetition liabilities. Cash amounts provided by or used in the Chapter 11 Proceedings were separately disclosed in the statement of cash flows.

Application of Fresh-Start Reporting

The Bankruptcy Court did not determine a reorganization value in connection with the 363 Sale. Reorganization value is defined as the value of our assets without liabilities. In order to apply fresh-start reporting, ASC 852 requires that total postpetition liabilities and allowed claims be in excess of reorganization value and prepetition stockholders receive less than 50.0% of our common stock. Based on our estimated reorganization value, we determined that on July 10, 2009 both the criteria of ASC 852 were met and, as a result, we applied fresh-start reporting. In applying fresh-start reporting at July 10, 2009, which generally follows the provisions of ASC 805, “Business Combinations,” (ASC 805) we recorded the assets acquired and the liabilities assumed from Old GM at fair value except for deferred income taxes and certain liabilities associated with employee benefits. Our consolidated balance sheet at July 10, 2009, which includes the adjustments to Old GM’s consolidated balance sheet as a result of the 363 Sale and the application of fresh-start reporting, and related disclosures are discussed in Note 2 to our consolidated financial statements in our 2009 Form 10-K. These adjustments are final and no determinations of fair value are considered provisional.

Strategic Initiatives

The execution of certain strategic initiatives is critical in achieving our goal of sustained future profitability. The following provides a summary of these initiatives and significant results and events.

U.S. Automobile Industry and GMNA

Our U.S. operations represent a substantial portion of our business and attaining future profitability in our U.S. operations is imperative if we are to achieve our worldwide profitability, debt reduction and U.S. market share goals.

Our plan to return our U.S. operations to profitability includes programs that enhance our customers’ interaction at the point of sale through improved dealership operations. The first program, Standards for Excellence, is an initiative focused upon improving sales and customer satisfaction. The program includes an in-store facilitator, process improvement programs and customer research. Incentives are awarded to those dealers that achieve their targets under this program. Participating dealers in this program have consistently outperformed non-participating dealers. The second program, Essential Brand Elements, is an initiative focused upon conformance with four critical sales and marketing elements: (1) Customer Sales and Service Retention communications; (2) digital marketing;

(3) high training standards; and (4) facility image requirements. Dealers that participate and are compliant earn quarterly incentives. Of our dealerships, 97% have participated in the program and compliance has increased for all elements.
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Improve Vehicle Sales and Market Share

In the three months ended March 31, 2010 U.S. industry vehicle sales were 2.6 million vehicles, of which our market share was 18.4%. This represents an

increase in U.S. industry vehicle sales from 2.2 million vehicles (or 15.2%), of which Old GM’s market share was also 18.4% in the three months ended

March 31, 2009. This increase represents the gradual U.S. vehicle sales recovery from the negative economic effects of the U.S. recession first experienced in the

second half of 2008.

GMNA dealers in the U.S. sold 477,000 vehicles in the three months ended March 31, 2010. This represents an increase from Old GM’s U.S. vehicle sales of 413,000 vehicles (or 15.6%) in the three months ended March 31, 2009. This increase reflects our brand rationalization strategy to focus our product engineering and design and marketing on four brands: Buick, Cadillac, Chevrolet and GMC. This strategy has resulted in increased consumer demand for our products specifically the Chevrolet Equinox and Camaro, Buick LaCrosse, GMC Terrain and Cadillac SRX. These four brands accounted for 469,000 vehicles (or 98.3%) of our U.S. vehicle sales in the three months ended March 31, 2010. In addition, the moderate improvement in the U.S. economy has contributed to a slow but steady improvement in U.S. industry vehicle sales and increased consumer confidence.

The continued increase in U.S. industry and our four brands vehicle sales is critical for us to achieve our worldwide profitability and U.S. market share goals. Increased Production Volume

The moderate improvement in the U.S. economy, resulting increase in U.S. industry vehicle sales and increase in demand for our products has resulted in increased production volumes for GMNA. In the three months ended March 31, 2010 GMNA produced 668,000 vehicles. This represents an increase of 80.1% compared to 371,000 vehicles in the three months ended March 31, 2009 and an increase of 8.4% compared to 616,000 vehicles in the three months ended December 31, 2009.

Timely Repayment of Debt

Proceeds from the DIP Facility were necessary in order to provide sufficient capital for Old GM to operate pending the closing of the 363 Sale. On July 10, 2009 we entered into the UST Credit Agreement and assumed debt of $7.1 billion (UST Loans), which Old GM incurred under the DIP Facility. On July 10, 2009 we also entered into the Canadian Loan Agreement and assumed a CAD $1.5 billion (equivalent to $1.3 billion when entered into) term loan (Canadian Loan). One of our key priorities was to repay the outstanding balances from these loans prior to maturity.

In April 2010 we used funds from our escrow account to repay in full the outstanding amount of the UST Loans of $4.7 billion. In addition, General Motors of Canada Limited (GMCL) repaid in full the outstanding amount of the Canadian Loan of $1.1 billion. Both loans were repaid prior to maturity.

Following the repayment of the UST Loans and the Canadian Loan, the remaining funds in an amount of $6.6 billion that were held in escrow became unrestricted. The availability of those funds is no longer subject to the conditions set forth in the UST Credit Agreement.

Brand Rationalization

We completed the sale of Saab Automobile AB (Saab) in February 2010 and are continuing the wind-down process of our Pontiac, Saturn, and HUMMER brands.

U.S. Dealer Reduction

We market vehicles worldwide through a network of independent retail dealers and distributors. As part of achieving and sustaining long-term viability and the viability of our dealer network, we determined that a reduction in the number of U.S. dealerships was necessary. At March 31, 2010 there were approximately 5,300 vehicle dealers in the U.S. compared to approximately 5,600 at
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December 31, 2009. Certain dealers that had signed wind-down agreements with us have elected to file for reinstatement through a binding arbitration process. In response to the arbitration filings we offered certain dealers reinstatement contingent upon compliance with our core business criteria for operation of a dealership. Further reductions in the number of U.S. dealerships will be dependent upon the ongoing reinstatement and arbitration process, which we expect will be fundamentally resolved in 2010.

Opel/Vauxhall Restructuring Activities

In February 2010 we presented our plan for the long-term viability of our Opel/Vauxhall operations to the German government. Our plan includes funding requirement estimates of Euro 3.7 billion (equivalent to $5.1 billion) of which we plan to fund Euro 1.9 billion (equivalent to $2.6 billion) with the remaining funding from European governments. We are currently in discussions with European governments concerning funding support. We plan to invest in capital, engineering and innovative fuel efficient powertrain technologies including an extended- range electric vehicle and battery electric vehicles. Our plan also includes aggressive capacity reductions including headcount reductions and the closing of our Antwerp, Belgium facility.

The following provides an update of our restructuring activities related to our Opel/Vauxhall operations.

In the three months ended March 31, 2010 GME recorded charges of $72 million related to separation/layoff plans and an early retirement plan in Spain which will affect 1,200 employees.

In the three months ended March 31, 2010 GME recorded charges of $184 million as the legal minimum for a separation plan related to the closure of the Antwerp, Belgium facility. Negotiations for the final termination benefits were concluded in April 2010, and the total separation costs are estimated to be Euro 0.4 billion (equivalent to $0.5 billion), which affect 2,600 employees. In addition, GME and employee representatives entered into a Memorandum of Understanding whereby both parties will cooperate in a working group, led by the Flemish government, in order to find an outside investor to acquire the facility. The search will conclude at the end of September 2010. If an investor is found, the investor will determine the number of employees that it would hire. Employees who had not previously accepted termination benefits and were not hired by the purchaser of the plant would receive termination benefits. If an investor is not found, termination benefits will be offered to the remaining employees and the facility will close by December 31, 2010.

Section 136 Loans

Section 136 of the Energy Independence and Security Act of 2007 establishes an incentive program consisting of both grants and direct loans to support the

development of advanced technology vehicles and associated components in the U.S. The U.S. Congress provided the U.S. Department of Energy (DOE) with

$25.0 billion in funding to make direct loans to eligible applicants for the costs of re-equipping, expanding, and establishing manufacturing facilities in the United

States to produce advanced technology vehicles and components for these vehicles. In October 2009 we requested an aggregate amount of $14.4 billion of

Section 136 Loans. Ongoing product portfolio updates and project modifications requested from the DOE have the potential to reduce the maximum loan amount.

To date, the DOE has announced that it would provide approximately $8.3 billion in Section 136 Loans to Ford Motor Company, Nissan Motor Company, Telsa

Motors, Inc., Fisker Automotive, Inc., and Tenneco Inc. There can be no assurance that we will qualify for any remaining loans or receive any such loans even if

we qualify.

Benefit Plan Changes

Patient Protection and Affordable Care Act

The Patient Protection and Affordable Care Act was signed into law in March 2010 and contains provisions that require all future reimbursement receipts under the Medicare Part D retiree drug subsidy program to be included in taxable income. This taxable income inclusion will not significantly affect us because effective January 1, 2010 we no longer provide actuarially equivalent prescription drug coverage to post-age 65 Medicare-eligible participants and we have a full valuation allowance against our net deferred tax assets in the U.S. We have assessed the other provisions of this new law, based on information known at this time, and we believe that the new law will not have a significant effect on our consolidated financial statements.
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Effect of Fresh-Start Reporting

The application of fresh-start reporting significantly affected certain assets, liabilities, and expenses. As a result, certain financial information at and in the three months ended March 31, 2010 is not comparable to Old GM’s financial information. Total net sales and revenue was not significantly affected by fresh-start reporting and facilitates a comparison to combined vehicle sales data. Refer to Note 2 to the condensed consolidated financial statements for additional information on fresh-start reporting.

Because our and Old GM’s financial information is not comparable, we are providing additional financial metrics for the periods presented in addition to disclosures concerning significant transactions and trends at March 31, 2010 and in the periods presented.

Total net sales and revenue is primarily comprised of revenue generated from the sales of vehicles, in addition to revenue from OnStar, our customer subscription service, vehicle sales accounted for as operating leases and sales of parts and accessories.

Cost of sales is primarily comprised of material, labor, manufacturing overhead, freight, foreign currency transaction and translation gains and losses, product engineering, design and development expenses, depreciation and amortization, policy and warranty costs, postemployment benefit gains and losses, and separation and impairment charges. Prior to our application of fresh-start reporting on July 10, 2009, Cost of sales also included gains and losses on derivative instruments. Effective July 10, 2009 gains and losses related to all nondesignated derivatives are recorded in Interest income and other non-operating income, net.

Selling, general and administrative expense is primarily comprised of costs related to the advertising, selling and promotion of products, support services, including central office expenses, labor and benefit expenses for employees not considered part of the manufacturing process, consulting costs, rental expense for offices, bad debt expense and state and local taxes.

Consolidated Results of Operations

(Dollars in millions)

	
	
	
	
	Successor
	
	Predecessor
	

	
	
	
	Three Months
	
	
	Three Months
	
	

	
	
	
	
	Ended
	
	
	Ended
	

	
	
	
	
	March
	
	
	March
	

	
	
	
	
	31, 2010
	
	
	
	31, 2009
	
	

	
	Net sales and revenue
	$
	31,476
	$
	22,431
	

	Costs and expenses
	
	
	
	
	
	
	
	
	

	
	Cost of sales
	
	
	27,591
	
	
	24,611
	

	
	Selling, general and administrative expense
	
	
	2,684
	
	
	2,497
	

	
	Other expenses, net
	
	
	46
	
	
	
	985
	
	

	
	Total costs and expenses
	
	
	30,321
	
	
	
	28,093
	
	

	
	Operating income (loss)
	
	
	1,155
	
	
	(5,662)
	

	
	Equity in loss of GMAC
	
	
	—
	
	
	(500)
	

	
	Interest expense
	
	
	(337)
	
	
	(1,230)
	

	
	Interest income and other non-operating income, net
	
	
	485
	
	
	425
	

	
	Gain (loss) on extinguishment of debt
	
	
	(1)
	
	
	906
	

	Income (loss) before income taxes and equity income
	
	
	
	
	
	
	
	
	

	
	
	
	1,302
	
	
	
	(6,061)
	

	
	Income tax expense (benefit)
	
	
	509
	
	
	(114)
	

	
	Equity income, net of tax
	
	
	403
	
	
	
	48
	
	

	
	Net income (loss)
	
	
	1,196
	
	
	(5,899)
	

	
	Less: Net income attributable to noncontrolling interests
	
	
	128
	
	
	
	76
	
	

	
	Net income (loss) attributable to stockholders
	
	
	1,068
	
	
	(5,975)
	

	
	Less: Cumulative dividends on preferred stock
	
	
	203
	
	
	
	—
	
	

	
	Net income (loss) attributable to common stockholders
	$
	865
	$
	(5,975)
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Vehicle Sales and Production Volume

The following tables summarize total production volume and industry sales of new motor vehicles and competitive position (in thousands):

	
	
	
	Successor
	
	Predecessor

	
	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	Ended

	
	
	
	March 31,
	
	March 31,

	
	
	
	2010
	
	
	2009
	

	
	Production Volume (a)(b)(c)
	
	
	
	
	

	
	GMNA
	668
	
	371
	

	
	GMIO
	1,060
	
	692
	

	
	GME
	357
	
	
	267
	

	
	Worldwide
	2,085
	
	1,330
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



(a) Production volume represents the number of vehicles manufactured by our and Old GM’s assembly facilities and also includes vehicles produced by certain joint ventures.

(b) Includes Shanghai General Motors Co., Ltd. (SGM), SAIC-GM-Wuling Automobile Co., Ltd. (SGMW), FAW-GM Light Duty Commercial Vehicle Co., Ltd. (FAW-GM) and SAIC GM Investment Ltd. (HKJV) joint venture production.

(c) Ownership of 34% in SGMW and 50% in FAW-GM, under the joint venture agreements, allows for significant rights as a member as well as the contractual right to report SGMW and FAW-GM production volume in China.

	
	
	
	Successor
	
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	
	Ended
	
	
	
	
	
	Ended
	
	

	
	
	March 31, 2010
	
	March 31, 2009

	
	
	
	
	
	
	GM as
	
	
	
	
	
	
	GM as
	

	
	
	
	
	
	
	a % of
	
	
	
	Old
	a % of

	
	
	Industry
	
	GM
	Industry
	
	Industry
	GM
	Industry

	Vehicle Sales (a)(b)(c)
	
	
	
	
	
	
	
	
	
	
	
	
	

	GMNA (d)
	3,169
	563
	
	17.8%
	
	
	2,788
	501
	18.0%
	

	GMIO (e)(f)(g)
	9,973
	1,030
	
	10.3%
	
	
	7,087
	709
	10.0%
	

	GME (e)
	4,764
	
	405
	
	8.5%
	
	
	4,516
	
	407
	
	9.0%
	

	Worldwide (e)
	17,906
	1,998
	
	11.2%
	
	14,391
	1,617
	11.2%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



(a) Includes HUMMER, Saturn and Pontiac vehicle sales data.

(b) Includes Saab vehicle sales data through February 2010.

(c) Vehicle sales data may include rounding differences.

(d) Vehicle sales represent sales to the ultimate customer.

(e) Vehicle sales primarily represent estimated sales to the ultimate customer.

(f) Includes SGM, SGMW, FAW-GM and HKJV joint venture sales.

(g) Ownership of 34% in SGMW and 50% in FAW-GM under the joint venture agreements allows for significant rights as a member as well as contractual rights to report SGMW and FAW-GM vehicle sales in China as a part of global market share.

Reconciliation of Segment Results

Management believes earnings before interest and taxes (EBIT) provides meaningful supplemental information regarding our operating results because it excludes amounts that management does not consider part of operating results when assessing and
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measuring the operational and financial performance of the organization. Management believes these measures allow it to readily view operating trends, perform analytical comparisons, benchmark performance among geographic regions and assess whether our plan to return to profitability is on target. Accordingly, we believe EBIT is useful in allowing for greater transparency of our core operations and it is therefore used by management in its financial and operational decision-making.

While management believes that EBIT provides useful information, it is not an operating measure under U.S. GAAP and there are limitations associated with its use. Our calculation of EBIT may not be completely comparable to similarly titled measures of other companies due to potential differences between companies in the method of calculation. As a result, the use of EBIT has limitations and should not be considered in isolation from, or as a substitute for, other measures such as Net income (loss) or Net income (loss) attributable to common stockholders. Due to these limitations, EBIT is used as a supplement to U.S. GAAP measures.

The following table summarizes the reconciliation of Earnings (loss) before interest and taxes to Net income (loss) attributable to stockholders for each of our operating segments (dollars in millions):

	
	
	
	
	
	Successor
	
	
	Predecessor
	

	
	
	
	
	Three Months
	
	
	Three Months
	
	

	
	
	
	
	
	Ended
	
	
	Ended
	

	
	
	
	
	March 31, 2010
	
	March 31, 2009
	

	
	Operating segments
	
	
	
	
	
	
	
	
	

	
	GMNA (a)
	$
	1,218
	
	$
	(3,426)
	

	
	GMIO (a)
	
	
	1,194
	
	
	
	(1)
	

	
	GME (a)
	
	
	(506)
	
	
	(1,989)
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Total operating segments
	
	
	1,906
	
	
	
	(5,416)
	

	
	Corporate and eliminations
	
	
	(82)
	
	
	471
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Earnings (loss) before interest and taxes
	
	
	1,824
	
	
	
	(4,945)
	

	
	Interest income
	
	
	90
	
	
	
	86
	

	
	Interest expense
	
	
	337
	
	
	
	1,230
	

	
	Income tax expense (benefit)
	
	
	509
	
	
	
	(114)
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Net income (loss) attributable to stockholders
	$
	1,068
	
	$
	(5,975)
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	



(a) Interest and income taxes are recorded centrally in Corporate; therefore, there are no reconciling items for our operating segments between Earnings (loss) attributable to stockholders before interest and taxes and Net income (loss) attributable to stockholders.

Three Months Ended March 31, 2010 and 2009

(Dollars in millions)

Total Net Sales and Revenue

	
	Successor
	
	Predecessor
	
	
	

	
	Three
	
	
	Three
	
	
	
	

	
	Months
	
	Months
	
	Three Months

	
	Ended
	
	Ended
	
	Ended

	
	March 31,
	
	March 31,
	
	2010 vs. 2009

	
	2010
	
	
	2009
	
	
	Change
	

	Total net sales and revenue
	$ 31,476
	
	$  22,431
	$9,045   40.3%
	



In the three months ended March 31, 2010 Total net sales and revenue increased by $9.0 billion (or 40.3%), primarily due to:

GMNA

· Increased volumes of $6.0 billion due to an improving economy;

· Favorable pricing of $1.7 billion;

59

[image: ]Table of Contents

GENERAL MOTORS COMPANY AND SUBSIDIARIES

· Favorable mix of $0.3 billion due to increased crossover and truck sales; partially offset by

· A decrease of $0.7 billion related to daily car rental revenue; and

· A decrease of $0.6 billion due to unfavorable adjustments to the accrual for residential support programs for leased vehicles.

GMIO

· Higher wholesale volumes of $1.0 billion as a result of increased sales throughout the region;

· Net foreign currency translation and transaction gains of $0.5 billion, primarily driven by the strengthening of major currencies such as the Korean Won and Australian Dollar versus the U.S. Dollar;

· Favorable vehicle mix of $0.3 billion, driven by launches of new vehicle models;

· Derivative losses of $0.2 billion that Old GM recorded in the three months ended March 31, 2009, which were primarily driven by the depreciation of the Korean Won in that period; and

· Favorable vehicle pricing of $0.2 billion, primarily related to newly launched vehicles at GM Daewoo Auto & Technology Co. (GM Daewoo) and in Venezuela to offset the devaluation caused by high inflation rate currently being experienced.

GME

· Net foreign currency translation gains of $0.4 billion, driven primarily by the strengthening of the Euro and British Pound versus the U.S. Dollar;

· Higher wholesale volumes of $0.2 billion;

· Favorable vehicle pricing of $0.2 billion due to price increases throughout Europe; partially offset by

· Unfavorable vehicle mix of $0.2 billion primarily due to shift in sales from Germany to southern European countries;

· Decreased sales revenue from Saab of $0.2 billion due to the sale of Saab in February 2010; and

· Decreased revenue of $0.2 billion from lower volumes of remarketing fleet vehicles.

Corporate

· Decreased lease financing revenue of $0.1 billion related to the liquidation of the portfolio of automotive retail leases.

In the three months ended March 31, 2010 vehicle sales volumes increased most significantly in the United States where vehicle sales increased by 64,000 vehicles (or 15.6%), in Brazil where wholesale volumes increased by 45,000 vehicles (or 35.7%), and GM Daewoo where wholesale volumes increased by 20,000 vehicles (or 13.6%).

Cost of Sales

	
	
	
	Successor
	
	Predecessor

	
	
	
	Three
	
	
	
	
	Three
	
	

	
	
	Months
	
	Percentage
	
	Months
	Percentage

	
	
	
	Ended
	
	of Total
	
	Ended
	of Total

	
	
	March 31,
	
	net sales and
	
	March 31,
	net sales and

	
	
	
	2010
	
	revenue
	
	
	2009
	
	revenue
	

	Cost of sales
	$
	27,591
	87.7%
	
	$ 24,611
	
	109.7%

	Gross margin
	$
	3,885
	12.3%
	
	$ (2,180)
	(9.7)%
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GM

In the three months ended March 31, 2010 Cost of sales included:

GMNA

· Foreign currency translation losses of $0.3 billion driven by the strengthening of the Canadian Dollar versus the U.S. Dollar; and

· Favorable adjustments of $0.1 billion to restructuring reserves due to increased production capacity utilization, which resulted in the recall of idled employees to fill added shifts at multiple U.S. production sites.

GME

· Restructuring charges of $0.3 billion to reduce our European footprint, primarily related to separation programs announced in Belgium and Spain.

Old GM

In the three months ended March 31, 2009 Cost of sales included:

GMNA

· Charges of $0.4 billion related to pension expense due to actuarial losses from lower asset returns, partially offset by lower ongoing postemployment benefit expenses from the elimination of post-65 benefits;

· Favorable adjustments of $0.3 billion primarily related to the suspension of the JOBS Program, Old GM’s job security provision in the collective bargaining agreement with the International Union, United Automobile, Aerospace and Agricultural Implement Workers of America (UAW) to continue paying idled employees certain wages and benefits;

· Postemployment benefit costs in the U.S. of $0.3 billion related to 7,000 employees participating in the 2009 Special Attrition Program, which offered cash and other incentives for eligible UAW-represented employees who elected to retire or voluntarily terminate employment;

· Incremental depreciation and amortization charges of $0.3 billion;

· Charges of $0.3 billion related to obligations associated with the various Delphi agreements;

· Net losses of $0.3 billion related to foreign currency exchange and commodity derivatives;

· Charges of $0.3 billion for impairments for special tooling and product related machinery and equipment; and

· Separation charges of $0.1 billion for a U.S. salaried severance program, which allows terminated employees to receive ongoing wages and benefits for no longer than 12 months.

GME

· Incremental depreciation charges of $0.2 billion related to restructuring activities.

Selling, General and Administrative Expense

	
	
	
	Successor
	
	
	
	Predecessor

	
	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	

	
	
	Three Months
	of Total
	
	
	Three Months
	
	of Total

	
	
	
	Ended
	net sales and
	
	
	
	Ended
	
	net sales and

	
	
	March 31, 2010
	
	revenue
	
	
	March 31, 2009
	
	revenue
	

	Selling, general and administrative expense
	$
	2,684
	8.5%
	
	$
	2,497
	11.1%
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GM

In the three months ended March 31, 2010 Selling, general and administrative expense included incentive compensation and profit sharing costs of $0.1 billion and GMNA incurred an incremental $0.2 billion related to certain promotional campaigns and the launch of new vehicles.

Old GM

In the three months ended March 31, 2009 Selling, general and administrative expense was affected by the cancellation of certain sales and promotion contracts, overall reductions in the advertising and marketing budgets, and lower ongoing administrative expenses in GMNA due to cost savings initiatives and salaried headcount reductions.

Other Expenses, net

	
	
	Successor
	
	
	
	
	Predecessor
	
	
	

	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	
	

	
	Three Months
	of Total
	
	
	Three Months
	of Total
	

	
	
	Ended
	net sales and
	
	
	
	Ended
	net sales and
	

	
	March 31, 2010
	revenue
	
	
	March 31, 2009
	revenue
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Other expenses, net
	$
	46
	0.1%
	
	$
	985
	
	4.4%
	
	



GM

In the three months ended March 31, 2010 Other expenses, net primarily consisted of ongoing expenses related to our portfolio of automotive retail leases.

Old GM

In the three months ended March 31, 2009 Other expenses, net included charges of $0.8 billion related to the deconsolidation of Saab. Saab filed for reorganization protection under the laws of Sweden in February 2009.

Interest Expense

	
	
	
	Successor
	
	
	
	
	Predecessor
	
	

	
	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	

	
	
	Three Months
	of Total
	
	Three Months
	of Total

	
	
	
	Ended
	net sales and
	
	
	Ended
	net sales and

	
	
	March 31, 2010
	
	revenue
	
	
	March 31, 2009
	
	revenue
	

	Interest expense
	$
	(337)
	(1.1)%
	
	$
	(1,230)
	(5.5)%



GM

In the three months ended March 31, 2010 Interest expense, net primarily related to interest expense on the UST Loans of $0.1 billion and GMIO debt of $0.1 billion.

Old GM

In the three months ended March 31, 2009 Interest expense, net primarily related to: (1) interest expense on the UST Loan Facility and other debt owed to the UST, unsecured bonds, secured revolver and other facilities of $0.7 billion; (2) amortization of discounts related to the UST Loan Facility of $0.3 billion; and (3) interest expense on GMIO debt of $0.1 billion.
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	Successor
	
	
	
	
	Predecessor

	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	

	
	Three Months
	of Total
	
	
	Three Months
	
	of Total

	
	
	Ended
	net sales and
	
	
	
	Ended
	
	net sales and

	
	March 31, 2010
	
	revenue
	
	
	March 31, 2009
	
	revenue
	

	Interest income and other non-operating income, net
	$
	485
	
	1.5%
	
	$
	425
	1.9%
	



GM

In the three months ended March 31, 2010 Interest income and other non-operating income, net included a gain of $0.1 billion on the sale of Saab and gains of $0.1 billion primarily related to foreign currency exchange derivatives.

Old GM

In the three months ended March 31, 2009 Interest income and other non-operating income, net included: (1) gains of $0.1 billion related to foreign currency exchange derivatives; and (2) a gain of $0.1 billion on a warrant that Old GM issued to the UST in connection with the UST Loan Agreement.

Gain (Loss) on Extinguishment of Debt

Old GM

In the three months ended March 31, 2009 Gain (loss) on extinguishment of debt included a gain on extinguishment of debt of $0.9 billion related to an amendment made to Old GM’s U.S. term loan in March 2009.

Income Tax Expense (Benefit)

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	
	Ended

	
	March 31, 2010
	
	
	March 31, 2009
	

	Income tax expense (benefit)
	$
	509
	
	$
	(114)



GM

In the three months ended March 31, 2010 Income tax expense primarily related to income tax provisions for profitable entities and a taxable foreign exchange gain in Venezuela.

Old GM

In the three months ended March 31, 2009 Income tax benefit primarily related to intraperiod tax allocation and other discrete items offset by income tax provisions for profitable entities.

Equity Income, net of tax

	
	
	
	
	Successor
	
	
	
	
	Predecessor
	
	
	

	
	
	
	
	
	
	Percentage
	
	
	
	
	
	Percentage
	
	

	
	
	
	Three Months
	of Total
	
	Three Months
	of Total
	

	
	
	
	
	Ended
	net sales and
	
	
	Ended
	net sales and
	

	
	
	
	March 31, 2010
	
	revenue
	
	
	March 31, 2009
	
	revenue
	
	

	
	SGM and SGMW
	$
	356
	
	1.1%
	$
	105
	
	0.5%
	

	
	Other equity interests
	
	
	47
	
	0.1%
	
	
	(57)
	(0.3)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total equity income, net of tax
	$
	403
	
	1.3%
	$
	48
	
	0.2%
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GM

In the three months ended March 31, 2010 Equity income, net of tax included equity income of $0.4 billion from our joint ventures in China, including $0.3 billion at SGM and $49 million at SGMW.

Old GM

In the three months ended March 31, 2009 Equity income, net of tax included equity income of $0.1 billion for SGM and SGMW, which was partially offset by equity losses of $56 million related to Old GM’s investments in New United Motor Manufacturing, Inc. and CAMI Automotive, Inc.
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Changes in Consolidated Financial Condition

(Dollars in millions, except share amounts)

	
	
	
	
	Successor
	
	
	

	
	
	
	March 31,
	December 31,
	
	

	
	
	
	
	2010
	
	
	2009
	
	

	
	ASSETS
	
	
	
	
	
	
	
	

	
	Current Assets
	
	
	
	
	
	
	
	

	
	Cash and cash equivalents
	$
	23,310
	$
	22,679
	

	
	Marketable securities
	
	
	153
	
	134
	

	
	
	
	
	
	
	
	
	
	

	
	Total cash, cash equivalents and marketable securities
	
	
	23,463
	
	22,813
	

	
	Restricted cash
	
	
	12,741
	
	13,917
	

	
	Accounts and notes receivable (net of allowance of $188 and $250)
	
	
	8,694
	
	7,518
	

	
	Inventories
	
	
	11,192
	
	10,107
	

	
	Assets held for sale
	
	
	60
	
	388
	

	
	Equipment on operating leases, net
	
	
	2,319
	
	2,727
	

	
	Other current assets and deferred income taxes
	
	
	1,888
	
	1,777
	

	
	Total current assets
	
	
	
	
	
	
	
	

	
	
	
	
	60,357
	
	59,247
	

	
	Non-Current Assets
	
	
	
	
	
	
	
	

	
	Equity in net assets of nonconsolidated affiliates
	
	
	8,430
	
	7,936
	

	
	Assets held for sale
	
	
	—
	
	530
	

	
	Property, net
	
	
	18,432
	
	18,687
	

	
	Goodwill
	
	
	30,487
	
	30,672
	

	
	Intangible assets, net
	
	
	13,690
	
	14,547
	

	
	Other assets
	
	
	4,625
	
	4,676
	

	
	Total non-current assets
	
	
	
	
	
	
	
	

	
	
	
	
	75,664
	
	77,048
	

	
	
	
	
	
	
	
	
	
	

	
	Total Assets
	
	$
	136,021
	$
	136,295
	

	
	LIABILITIES AND EQUITY (DEFICIT)
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Current Liabilities
	
	
	
	
	
	
	
	

	
	Accounts payable (principally trade)
	$
	20,450
	$
	18,725
	

	
	Short-term debt and current portion of long-term debt (including debt at GM Daewoo of $1,308 at March 31, 2010)
	
	
	8,773
	
	10,221
	

	
	Liabilities held for sale
	
	
	60
	
	355
	

	
	Accrued expenses (including derivative liabilities at GM Daewoo of $339 at March 31, 2010)
	
	
	22,755
	
	23,134
	

	
	Total current liabilities
	
	
	
	
	
	
	
	

	
	
	
	
	52,038
	
	52,435
	

	
	Non-Current Liabilities
	
	
	
	
	
	
	
	

	
	Long-term debt (including debt at GM Daewoo of $740 at March 31, 2010)
	
	
	5,401
	
	5,562
	

	
	Liabilities held for sale
	
	
	—
	
	270
	

	
	Postretirement benefits other than pensions
	
	
	8,794
	
	8,708
	

	
	Pensions
	
	
	26,492
	
	27,086
	

	
	Other liabilities and deferred income taxes
	
	
	13,245
	
	13,279
	

	
	
	
	
	
	
	
	
	
	

	
	Total non-current liabilities
	
	
	53,932
	
	54,905
	

	Total Liabilities
	
	
	
	
	
	
	
	

	
	
	
	105,970
	
	107,340
	

	
	Commitments and contingencies
	
	
	
	
	
	
	
	

	
	Preferred stock, $0.01 par value, (1,000,000,000 shares authorized, 360,000,000 shares issued and outstanding (each with a
	
	
	
	
	
	
	
	

	
	$25.00 liquidation preference) at March 31, 2010 and December 31, 2009)
	
	
	6,998
	
	6,998
	

	
	Equity
	
	
	
	
	
	
	
	

	
	Common stock, $0.01 par value, (2,500,000,000 shares authorized, 500,000,000 shares issued and outstanding at March 31,
	
	
	
	
	
	
	
	

	
	2010 and December 31, 2009)
	
	
	5
	
	5
	

	
	Capital surplus (principally additional paid-in capital)
	
	
	24,050
	
	24,050
	

	
	Accumulated deficit
	
	
	(3,529)
	
	(4,394)
	

	
	Accumulated other comprehensive income
	
	
	1,713
	
	1,588
	

	
	Total stockholders’ equity
	
	
	
	
	
	
	
	

	
	
	
	
	22,239
	
	21,249
	

	
	Noncontrolling interests
	
	
	814
	
	708
	

	
	Total equity
	
	
	
	
	
	
	
	

	
	
	
	
	23,053
	
	21,957
	

	
	
	
	
	
	
	
	
	
	

	
	Total Liabilities and Equity
	
	$
	136,021
	$
	136,295
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Liquidity Measures

	
	
	
	Successor

	
	March 31, 2010
	
	
	December 31, 2009
	

	Current ratio (a)
	1.16
	1.13
	

	Days sales outstanding (b)
	21
	17
	

	Inventory turnover (b)
	2.36
	2.54
	

	Days payable outstanding (b)
	64
	54
	


[image: ]

(a) This measurement shows the relationship of current assets to current liabilities at March 31, 2010 and December 31, 2009.

(b) These measurements show the relationship of the applicable sales or cost of sales activity and the related average balance carried in the three months ended March 31, 2010 and December 31, 2009.

Current Assets

At March 31, 2010 Restricted cash of $12.7 billion decreased by $1.2 billion (or 8.5%), primarily due to the release of cash that we used to make our payments of $1.2 billion on the UST Loans and Canadian Loan in March 2010.

At March 31, 2010 Accounts and notes receivable of $8.7 billion increased by $1.2 billion (or 15.6%), largely due to higher sales in North America and at GM Daewoo.

At March 31, 2010 Inventories of $11.2 billion increased by $1.1 billion (or 10.7%) primarily due to higher production resulting from increased demand for our products.

At March 31, 2010 Assets held for sale decreased by $0.3 billion (or 84.5%) due to a decrease of $0.4 billion related to the sale of Saab in February 2010, partially offset by an increase of $60 million related to Saab’s U.K. sales company (Saab GB). Saab GB’s assets include cash, inventory and receivables. The sales transaction related to Saab GB is expected to close in the three months ending June 30, 2010.

At March 31, 2010 Equipment on operating leases, net of $2.3 billion decreased by $0.4 billion (or 15.0%) due to the continued liquidation of our portfolio of automotive retail leases. In the three months ended March 31, 2010 vehicles leased through the automotive retail portfolio were reduced by 12,000 vehicles and vehicles leased to U.S. daily rental car companies were reduced by 9,000 vehicles.

At March 31, 2010 Other current assets and deferred income taxes of $1.9 billion increased by $0.1 billion (or 6.2%) primarily due to an increase in deferred tax benefits related to entities in jurisdictions where we have not established valuation allowances.

Non-Current Assets

At March 31, 2010 Equity in net assets of nonconsolidated affiliates of $8.4 billion increased by $0.5 billion (or 6.2%), primarily due to: (1) equity income of $0.4 billion in the three months ended March 31, 2010; and (2) an investment of $0.2 billion in the HKJV joint venture; partially offset by (3) a decrease of $0.1 billion related to the sale of a 1% ownership interest in SGM to SAIC.

At March 31, 2010 Assets held for sale were reduced to $0 due to the sale of certain of our India operations (India Operations) in February 2010.

At March 31, 2010 Property, net of $18.4 billion decreased by $0.3 billion (or 1.4%) primarily due to depreciation of $0.9 billion and foreign currency translation of $0.2 billion, partially offset by capital spending of $0.9 billion.

At March 31, 2010 Goodwill of $30.5 billion decreased by $0.2 billion (or 0.6%) due to foreign currency translation.
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At March 31, 2010 Intangible assets, net of $13.7 billion decreased by $0.9 billion (or 5.9%) primarily due to amortization of $0.7 billion and foreign currency translation of $0.1 billion.

At March 31, 2010 Other assets of $4.6 billion decreased by $51 million (or 1.1%), primarily due to a reclassification of restricted cash from long-term to short-term of $0.2 billion and a decrease in deferred income taxes of $0.1 billion, partially offset by a note receivable of $0.2 billion that we received in connection with the sale of our India Operations.

Current Liabilities

At March 31, 2010 Accounts payable of $20.5 billion increased by $1.7 billion (or 9.2%) primarily due to increased production volumes that resulted in an increase in Accounts payable of $1.2 billion, the consolidation of GM Egypt’s Accounts payable of $0.2 billion in connection with our adoption of amendments to ASC 810-10 in January 2010, and the timing of payments in GMIO that resulted in higher Accounts payable balances of $0.2 billion.

At March 31, 2010 Short-term debt and current portion of long-term debt of $8.8 billion decreased by $1.4 billion (or 14.2%), primarily due to our payments of $1.0 billion and $0.2 billion on the UST Loans and Canadian Loan in March 2010.

At March 31, 2010 Liabilities held for sale decreased by $0.3 billion (or 83.1%) due to a decrease of $0.4 billion related to the sale of Saab in February 2010, partially offset by an increase of $60 million related to Saab GB. Saab GB’s liabilities primarily include accounts payable.

At March 31, 2010 Accrued expenses of $22.8 billion decreased by $0.4 billion (or 1.6%). The change in Accrued expenses was primarily related to lower deposits from rental car companies and policy, product warranty and recall campaigns of $0.7 billion, partially offset by an increase in accruals for income and other taxes.

Non-Current Liabilities

At March 31, 2010 Long-term debt of $5.4 billion decreased by $0.2 billion (or 2.9%) primarily due to a reclassification from long-term to short-term of $0.1 billion and the payment of a long-term loan of $50 million.

At March 31, 2010 Liabilities held for sale were reduced to $0 due to the sale of our India Operations in February 2010.

At March 31, 2010 Postretirement benefits other than pensions obligation of $8.8 billion increased by $0.1 billion (or 1.0%) primarily due to foreign currency translation.

At March 31, 2010 our Pensions obligation of $26.5 billion decreased by $0.6 billion (or 2.2%) due to pension contributions of $0.2 billion and foreign currency translation of $0.4 billion.

Further information on each of our businesses and geographic segments is subsequently discussed.

Segment Results of Operations

GM North America

(Dollars in millions)

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	
	March 31, 2009
	

	Total net sales and revenue
	$
	19,286
	$
	12,319

	Earnings (loss) before interest and income taxes
	$
	1,218
	$
	(3,426)

	
	67
	
	
	
	
	
	
	



[image: ]Table of Contents

GENERAL MOTORS COMPANY AND SUBSIDIARIES

Vehicle Sales and Production Volume

The following tables summarize total production volume and industry sales of new motor vehicles and competitive position (in thousands):

	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	
	March 31, 2009

	Production Volume (a)
	
	
	
	
	

	Cars
	244
	
	116
	

	Trucks
	424
	
	
	255
	

	Total
	668
	
	371

	
	
	
	
	
	
	

	
	
	
	
	
	
	



(a) Production volume represents the number of vehicles manufactured by our and Old GM’s assembly facilities and also includes vehicles produced by certain joint ventures.

	
	
	
	Successor
	
	
	
	
	
	Predecessor
	
	

	
	Three Months
	
	
	
	
	Three Months
	
	

	
	
	
	Ended
	
	
	
	
	
	
	Ended
	
	

	
	March 31, 2010
	
	
	
	March 31, 2009
	
	

	
	
	
	
	
	
	GM as
	
	
	
	
	
	
	
	Old GM
	

	
	
	
	
	
	
	a % of
	
	
	
	
	
	
	as a % of

	
	Industry
	
	GM
	Industry
	
	Industry
	
	Old GM
	Industry

	Vehicle Sales (a)(b)(c)(d)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total GMNA
	3,169
	563
	17.8%
	
	2,788
	501
	
	18.0%
	

	Total U.S.
	2,588
	477
	18.4%
	
	2,246
	413
	
	18.4%
	

	U.S. — Cars
	1,284
	190
	14.8%
	
	1,090
	167
	
	15.3%
	

	U.S. — Trucks
	1,304
	287
	22.0%
	
	1,156
	246
	
	21.3%
	

	Canada
	332
	48
	14.5%
	
	290
	51
	
	17.5%
	

	Mexico
	194
	36
	18.8%
	
	200
	35
	
	17.6%
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(a) Vehicle sales represent sales to the ultimate customer.

(b) Includes HUMMER, Saturn and Pontiac vehicle sales data.

(c) Includes Saab vehicle sales data through February 2010.

(d) Vehicle sales data may include rounding differences.

Three Months Ended March 31, 2010 and 2009

(Dollars in millions)

Total Net Sales and Revenue

	
	
	
	Successor
	
	
	Predecessor
	
	Three Months

	
	
	Three Months
	
	
	Three Months
	
	Ended
	
	

	
	
	
	Ended
	
	
	Ended
	
	March 31,

	
	
	March 31, 2010
	
	
	March 31, 2009
	
	2010 vs. 2009 Change
	

	Total net sales and revenue
	$
	19,286
	$
	12,319
	$ 6,967
	56.6%
	



In the three months ended March 31, 2010 economic and industry factors continued to be challenging but they have improved compared to the corresponding period in 2009. In the three months ended March 31, 2010 our vehicle sales in the United States increased by 64,000 vehicles (or 15.6%), our United States market share was 18.4%, our vehicle sales in Canada decreased by 3,000 vehicles (or 5.0%) and our vehicle sales in Mexico increased by 1,000 vehicles (or 3.2%).
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In the three months ended March 31, 2010 Total net sales and revenue increased by $7.0 billion (or 56.6%), primarily due to: (1) increased volumes of $6.0 billion due to an improving economy; (2) favorable pricing of $1.7 billion; and (3) favorable mix of $0.3 billion due to increased crossover and truck sales. These increases were partially offset by: (1) a decrease of $0.7 billion related to daily rental car revenue; and (2) a decrease of $0.6 billion due to unfavorable adjustments to the accrual for residual support programs for leased vehicles.

Earnings (Loss) Before Interest and Income Taxes

In the three months ended March 31, 2010 EBIT was income of $1.2 billion driven by higher revenues. In the three months ended March 31, 2009 EBIT was a loss of $3.4 billion.

Cost and expenses includes both fixed costs as well as costs which generally vary with production levels. In the three months ended March 31, 2010 certain fixed costs, primarily labor related, have continued to decrease in relation to historical levels primarily due to various separation and other programs implemented in 2009 in order to reduce labor costs as subsequently discussed. In the three months ended March 31, 2009, Old GM’s sales volumes were at historically low levels and Cost of sales exceeded Total net sales and revenue by $2.1 billion.

In the three months ended March 31, 2010 results included the following:

· Foreign currency translation losses of $0.3 billion driven by the strengthening of the Canadian Dollar versus the U.S. Dollar; and

· Favorable adjustments of $0.1 billion to restructuring reserves due to increased production capacity utilization, which resulted in the recall of idled employees to fill added shifts at multiple U.S. production sites.

In the three months ended March 31, 2009 results included the following:

· Charges of $0.4 billion related to pension expense due to actuarial losses from lower asset returns, partially offset by lower ongoing postemployment benefit expenses from the elimination of post-65 benefits;

· Favorable adjustments of $0.3 billion primarily related to the suspension of the JOBS Program;

· Postemployment benefit costs in the U.S. of $0.3 billion related to 7,000 employees participating in the 2009 Special Attrition Program;

· Incremental depreciation and amortization of $0.3 billion;

· Charges of $0.3 billion related to obligations associated with various Delphi agreements;

· Net losses of $0.3 billion related to foreign currency exchange and commodity derivatives;

· Charges of $0.3 billion for impairments for special tooling and product related machinery and equipment; and

· Separation charges of $0.1 billion for a U.S. salaried severance program, which allows terminated employees to receive ongoing wages and benefits for no longer than 12 months.

GM International Operations

(Dollars in millions)

	
	
	
	Successor
	
	
	
	Predecessor
	

	
	
	Three Months
	
	Three Months

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	March 31, 2009

	
	
	
	
	
	
	
	
	

	Total net sales and revenue
	
	$
	8,053
	$
	5,725

	Earnings (loss) before interest and income taxes
	$
	1,194
	$
	(1)
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Vehicle Sales and Production Volume

The following tables summarize total production volume and industry sales of new motor vehicles and competitive position (in thousands):

	
	Successor
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	Ended
	
	
	Ended

	
	March 31,
	
	
	March 31,

	
	2010
	
	
	2009
	

	Production Volume (a)(b)(c)
	1,060
	
	692
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(a) Production volume represents the number of vehicles manufactured by our and Old GM’s assembly facilities and also includes vehicles produced by certain joint ventures.

(b) Includes SGM, SGMW, FAW-GM and HKJV joint venture production.

(c) Ownership of 34% in SGMW and 50% in FAW-GM under the joint venture agreements, allows for significant rights as a member as well as the contractual right to report SGMW and FAW-GM production volume in China.

	
	
	Successor
	
	
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	
	
	
	Ended

	
	March 31, 2010
	
	March 31, 2009

	
	
	
	
	
	GM as
	
	
	
	
	
	
	Old GM as
	

	
	
	
	
	
	a % of
	
	
	
	Old
	
	a % of

	
	Industry
	
	GM
	Industry
	
	Industry
	GM
	
	Industry

	Vehicle Sales (a)(b)(c)
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total GMIO
	9,973
	1,030
	10.3%
	
	7,087
	709
	10.0%
	

	China (d)(e)
	4,601
	623
	13.5%
	
	2,677
	364
	13.6%
	

	Brazil
	788
	156
	19.9%
	
	668
	123
	18.5%
	

	Australia
	252
	33
	13.3%
	
	213
	27
	12.8%
	

	India (f)
	757
	32
	4.2%
	
	543
	14
	2.5%
	

	Argentina
	180
	31
	17.1%
	
	155
	23
	14.9%
	

	South Korea (g)
	369
	27
	7.3%
	
	269
	19
	7.0%
	

	Middle East Operations
	281
	26
	9.2%
	
	253
	26
	10.3%
	

	Colombia
	50
	17
	34.1%
	
	45
	18
	40.1%
	

	Egypt
	57
	15
	26.8%
	
	39
	11
	29.1%
	

	Venezuela
	28
	13
	45.6%
	
	49
	23
	46.4%
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(a) Vehicle sales primarily represent estimated sales to the ultimate customer.

(b) Vehicle sales data may include rounding differences.

(c) Includes Saab vehicle sales data through February 2010.

(d) Includes SGM, SGMW and FAW-GM joint venture sales.

(e) Ownership of 34% in SGMW and 50% in FAW-GM under the joint venture agreements, allows for significant rights as a member as well as the contractual right to report SGMW and FAW-GM vehicle sales in China as part of global market share. SGMW and FAW-GM sales in China included in our vehicle sales and market share data was 362,000 vehicles in the three months ended March 31, 2010. SGMW and FAW-GM sales in China included in Old GM’s vehicle sales and market share data was 231,000 vehicles in the three months ended March 31, 2009.

(f) Includes HKJV joint venture sales.

(g) Vehicle sales and market share data from sales of GM Daewoo produced Chevrolet brand products in Europe are reported as part of GME. Our sales of GM Daewoo produced Chevrolet brand products in Europe was 75,000 vehicles in the three months ended March 31, 2010. Old GM sales of GM Daewoo produced Chevrolet brand products in Europe was 83,000 vehicles in the three months ended March 31, 2009.
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Three Months Ended March 31, 2010 and 2009

(Dollars in millions)

Total Net Sales and Revenue

	
	
	
	Successor
	
	
	Predecessor
	
	Three Months
	

	
	
	Three Months
	
	
	Three Months
	
	
	

	
	
	
	Ended
	
	
	Ended
	
	Ended
	
	
	

	
	
	March 31, 2010
	
	
	March 31, 2009
	
	2010 vs. 2009 Change
	
	

	Total net sales and revenue
	$
	8,053
	$
	5,725
	$ 2,328
	40.7%
	
	



In the three months ended March 31, 2010 Total net sales and revenue increased by $2.3 billion (or 40.7%) primarily due to: (1) higher wholesale volumes of $1.0 billion as a result of increased sales throughout the region; (2) net foreign currency translation and transaction gains of $0.5 billion, primarily driven by the strengthening of local major currencies such as the Korean Won and Australian Dollar versus the U.S. Dollar; (3) favorable vehicle mix of $0.3 billion driven by launches of new vehicle models; (4) favorable pricing effect of $0.1 billion at GM Daewoo on newly launched vehicles and $0.1 billion in Venezuela to offset the devaluation caused by high inflation rate currently being experienced; and (5) derivative losses of $0.2 billion that Old GM recorded in the three months ended March 31, 2009, which were primarily driven by the depreciation of the Korean Won in that period. Subsequent to July 10, 2009, all gains and losses on nondesignated derivatives were recorded in Interest income and other non-operating income, net.

Our revenue increased most significantly in Brazil and at GM Daewoo, primarily driven by a market recovery as well as a continuing effect of government incentive programs to lower interest rates and provide credit to customers, where wholesale volumes increased by 45,000 vehicles (or 35.7%) and 20,000 vehicles (or 13.6%).

The increase in vehicle sales related to our China joint ventures is not reflected in Total net sales and revenue as China joint venture revenue is not consolidated in our financial results.

Earnings (Loss) Before Interest and Income Taxes

In the three months ended March 31, 2010 EBIT was income of $1.2 billion. In the three months ended March 31, 2009 EBIT was a loss of $1 million.

In the three months ended March 31, 2010 results included the following:

· Favorable operating results of $0.7 billion from business units throughout the region primarily resulting from increased sales volume driven by market recovery and price increases;

· Equity income of $0.4 billion primarily from China joint ventures; and

· Favorable fair value adjustments of derivative assets and liabilities of $0.1 billion primarily at GM Daewoo.

In January 2010 the Venezuelan government announced that the official fixed exchange rate of 2.15 Bolivar Fuerte (BsF) to $1.00 would be changed to a dual rate system that includes a 2.60 BsF to $1.00 essentials rate for food, technology and heavy machine importers and a 4.30 BsF to $1.00 non-essentials rate for all others. This devaluation required remeasurement of our Venezuelan subsidiaries’ non-U.S. dollar denominated monetary assets and liabilities. We used a rate of

4.30 BsF to $1.00 to determine the remeasurement, which resulted in a charge of $25 million recorded in Cost of sales in the three months ended March 31, 2010.

In the three months ended March 31, 2009 results included the following:

· Equity income of $110 million primarily from China joint ventures;

· Unfavorable fair value adjustment of derivative assets and liabilities of $0.1 billion primarily at GM Daewoo;
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· Incremental depreciation and tooling impairments of $28 million;

· Separation costs and revisions to estimates of $41 million primarily related to South America and South Africa; and

· Unfavorable foreign currency transaction losses of $66 million primarily due to purchases of U.S. Dollars on the parallel market in Venezuela.

GM Europe

(Dollars in millions)

	
	
	
	Successor
	
	Predecessor

	
	
	
	
	
	
	Three Months
	

	
	
	Three Months
	
	
	Ended

	
	
	
	Ended
	
	
	March

	
	
	March 31, 2010
	
	
	
	31, 2009
	

	Total net sales and revenue
	$
	5,501
	
	$
	5,318

	Loss before interest and income taxes
	$
	(506)
	$
	(1,989)



Vehicle Sales and Production Volume

The following tables summarize total production volume and industry sales of new motor vehicles and competitive position (in thousands):

	
	Successor
	
	Predecessor

	
	Three Months
	
	
	Three Months
	

	
	Ended
	
	Ended

	
	March 31,
	
	March 31,

	
	2010
	
	
	2009
	

	Production Volume (a)
	357
	
	267
	


[image: ]

(a) Production volume represents the number of vehicles manufactured by our and Old GM’s assembly facilities and also includes vehicles produced by certain joint ventures.

	
	
	Successor
	
	
	
	
	
	Predecessor
	
	

	
	Three Months Ended
	
	
	Three Months Ended
	

	
	March 31, 2010
	
	
	
	March 31, 2009
	
	

	
	
	
	
	
	GM
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	as a %
	
	
	
	
	
	
	Old GM

	
	
	
	
	
	of
	
	
	
	
	
	
	as a % of

	
	Industry
	
	GM
	Industry
	
	Industry
	
	Old GM
	Industry

	Vehicle Sales (a)(b)(c)(d)
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total GME
	4,764
	405
	
	8.5%
	
	4,516
	407
	
	9.0%
	

	United Kingdom
	675
	80
	
	11.8%
	
	540
	80
	
	14.7%
	

	Germany
	729
	59
	
	8.2%
	
	927
	80
	
	8.7%
	

	Italy
	727
	51
	
	7.0%
	
	592
	48
	
	8.2%
	

	Spain
	320
	30
	
	9.4%
	
	228
	19
	
	8.2%
	

	Russia
	304
	27
	
	8.8%
	
	398
	43
	
	10.8%
	

	France
	705
	27
	
	3.9%
	
	613
	23
	
	3.7%
	


[image: ]

(a) Vehicle sales primarily represent estimated sales to the ultimate customer.

(b) The financial results from sales of GM Daewoo produced Chevrolet brand products are reported as part of GMIO. Our sales of GM Daewoo produced Chevrolet brand products included in vehicle sales and market share data was 75,000 vehicles in the three months ended March 31, 2010. Old GM sales of GM Daewoo produced Chevrolet brand products included in vehicle sales and market share data was 83,000 vehicles in the three months ended March 31, 2009.

(c) Includes Saab vehicle sales data through February 2010.

(d) Vehicle sales data may include rounding differences.
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Three Months Ended March 31, 2010 and 2009

(Dollars in millions)

Total Net Sales and Revenue

	
	
	
	Successor
	
	
	Predecessor
	Three Months
	

	
	
	Three Months
	
	
	Three Months
	
	
	

	
	
	
	Ended
	
	
	Ended
	
	Ended
	

	
	
	March 31, 2010
	
	
	March 31, 2009
	2010 vs. 2009 Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Total net sales and revenue
	$
	5,501
	$
	5,318
	$  183
	3.4%
	
	



In the three months ended March 31, 2010 Total net sales and revenue increased by $0.2 billion (or 3.4%) due to: (1) net foreign currency translation gains of $0.4 billion, driven primarily by the strengthening of the Euro and British Pound versus the U.S. Dollar; (2) higher wholesale volumes of $0.2 billion;
(3) favorable vehicle pricing of $0.2 billion due to price increases throughout Europe; partially offset by (4) unfavorable vehicle mix of $0.2 billion primarily due to shift in sales from Germany to southern European countries; (5) decreased sales revenue from Saab of $0.2 billion due to the sale of Saab in February 2010; and (6) decreased revenue of $0.2 billion from lower volumes of remarketing fleet vehicles.

In line with the industry trends previously noted, our revenue increased primarily due to wholesale volume increases of 5,000 vehicles (or 1.6%). Wholesale volumes increased in southern European countries by 31,000 vehicles (or 55.6%) and commercial vehicle sales through our partnership with other manufacturers increased by 5,000 vehicles, which was partially offset with decreased wholesale volumes in Germany of 31,000 vehicles (or 39.6%).

Loss Before Interest and Income Taxes

In the three months ended March 31, 2010 EBIT was a loss of $0.5 billion. In the three months ended March 31, 2009 EBIT was a loss of $2.0 billion.

In the three months ended March 31, 2010 results included the following:

· Restructuring charges of $0.3 billion to reduce our European footprint, primarily for separation programs announced in Belgium and Spain.

In the three months ended March 31, 2009 results included the following:

· Other expenses, net included charges of $0.8 billion related to the deconsolidation of Saab, which filed for reorganization protection under the laws of Sweden in February 2009;

· Operating losses related to Saab of $0.2 billion; and

· Incremental depreciation charges of $0.2 billion related to restructuring activities.

Corporate Results of Operations

(Dollars in millions)

	
	
	
	Successor
	
	
	Predecessor

	
	
	Three Months
	
	
	Three Months
	

	
	
	
	Ended
	
	
	Ended

	
	
	March 31, 2010
	
	
	March 31, 2009
	

	Total net sales and revenue
	$
	54
	$
	199

	Net loss attributable to stockholders
	$
	(851)
	$
	(582)

	
	73
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Three months ended March 31, 2010 and 2009

(Dollars in millions)

Total Net Sales and Revenue

	
	
	
	Successor
	
	
	Predecessor
	
	Three Months
	
	
	

	
	
	Three Months
	
	
	Three Months
	
	
	
	
	
	

	
	
	
	Ended
	
	
	Ended
	
	Ended
	
	
	

	
	
	March 31, 2010
	
	March 31, 2009
	
	2010 vs. 2009 Change
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total net sales and revenue
	
	$
	54
	
	$
	199
	$  (145)
	(72.9)%
	



In the three months ended March 31, 2010 Total net sales and revenue decreased by $0.1 billion (or 72.9%) due primarily to decreased lease financing revenue related to the liquidation of the portfolio of automotive retail leases. Average outstanding automotive retail leases on-hand for GM and Old GM were 18,000 and 122,000 for the three months ended March 31, 2010 and 2009.

Net Loss Attributable to Stockholders

In the three months ended March 31, 2010 Net loss attributable to stockholders was $0.9 billion. In the three months ended March 31, 2009 Net loss attributable to stockholders was $0.6 billion.

In the three months ended March 31, 2010 results included the following:

· Interest expense of $0.3 billion primarily related to interest expense on the UST Loans of $0.1 billion and GMIO debt of $0.1 billion; and

· Income tax expense of $0.5 billion primarily related to income tax provisions for profitable entities and a taxable foreign exchange gain in Venezuela.

In the three months ended March 31, 2009 results included the following:

· Interest expense of $1.2 billion primarily related to interest expense on the UST Loan Facility and other debt owed to the UST, unsecured bonds, secured revolver and other facilities of $0.7 billion, amortization of discounts related to the UST Loan Facility of $0.3 billion and interest expense on GMIO debt of $0.1 billion;

· Old GM’s proportionate share of GMAC’s loss from operations of $0.5 billion;

· Gain on extinguishment of debt of $0.9 billion related to an amendment to Old GM’s term loan; and

· Income tax benefit of $0.1 billion primarily related to intraperiod tax allocation and other discrete items offset by income tax provisions of profitable entities.

Liquidity and Capital Resources

We believe that our current level of cash and restricted cash will be sufficient to meet our liquidity needs. However, we expect to have substantial cash requirements going forward. Our known material future uses of cash include, among other possible demands:

· Spending to implement long-term cost savings and restructuring plans such as restructuring our Opel/Vauxhall operations and potential capacity reduction programs;

· Continuing capital expenditures;

· Repayment of the VEBA Notes that we issued under the VEBA Note Agreement with the UAW Retiree Medical Benefits Trust (New VEBA) and GM Daewoo’s revolving credit facility;

· Other debt payments; and

· Pension payments.
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Our liquidity plans are subject to a number of risks and uncertainties, including those described in the “Risk Factors” sections of our 2009 Form 10-K and this report, some of which are outside our control. Macro-economic conditions could limit our ability to successfully execute our business plans and, therefore, adversely affect our liquidity plans.

Available Liquidity

Available liquidity includes cash balances and marketable securities. At March 31, 2010 available liquidity was $23.5 billion, not including funds available under credit facilities of $671 million or in the UST Credit Agreement and Canadian Health Care Trust (HCT) escrow accounts of $12.3 billion. The amount of available liquidity is subject to intra-month and seasonal fluctuations and includes balances held by various business units and subsidiaries worldwide that are needed to fund their operations.

At March 31, 2010 we had substantially completed the process of changing our payment terms for the majority of our direct material, service parts and logistics suppliers from payments to be made on the second day after the second month end based on the date of purchase, which averages 47 day payment terms, to weekly payments. This change did not affect the average of 47 days that accounts payable are outstanding, but it did reduce volatility with respect to our intra-month liquidity and reduced our cash balances and liquidity at each month end. The change to weekly payment terms results in a better match between the timing of our receipt and disbursement of cash, which reduces volatility in our cash balances and lowers our minimum cash operating requirements. The effect of this change on cash balances for any particular month end will vary based on production mix and volume. We estimated that this change reduced our cash balances at March 31, 2010 by approximately $2.1 billion to $2.3 billion for suppliers then subject to the revised payment terms.

We manage our global liquidity using cash investments in the U.S., the remaining unrestricted funds from the UST Credit Agreement and HCT escrow accounts, cash held at our international treasury centers and available liquidity at consolidated overseas subsidiaries. The following table summarizes global liquidity (dollars in millions):

	
	
	
	
	
	
	Successor
	
	

	
	
	
	March 31, 2010
	
	
	December 31, 2009
	

	
	Cash and cash equivalents
	$
	23,310
	$
	22,679
	

	
	Marketable securities
	
	153
	
	
	
	134
	

	
	Available liquidity
	
	23,463
	
	
	22,813
	

	
	Available under credit facilities
	
	671
	
	
	
	618
	

	
	Total available liquidity
	
	24,134
	
	
	23,431
	

	
	UST Credit Agreement and HCT escrow accounts (a)
	
	12,272
	
	
	
	13,430
	

	
	Total liquidity including UST Credit Agreement and HCT escrow accounts
	$
	36,406
	$
	36,861
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	



(a) Classified as restricted cash. Refer to Note 11 to the condensed consolidated financial statements.

Total available liquidity increased by $0.7 billion in the three months ended March 31, 2010 primarily due to positive cash flows from operating activities of $1.7 billion and investing activities of $0.6 billion, which were partially offset by negative cash flows from financing activities of $1.7 billion.

Credit Facilities

At March 31, 2010 we had committed credit facilities of $2.1 billion, under which we had borrowed $1.9 billion leaving $220 million available. Of these committed credit facilities GM Daewoo held $1.2 billion and other entities held $0.9 billion. In addition, at March 31, 2010 we had uncommitted credit facilities of $0.5 billion, under which we had borrowed $45 million leaving $451 million available. Uncommitted credit facilities include lines of credit, which are available to us, but under which the lenders have no legal obligation to provide funding upon our request. We and our subsidiaries use credit facilities to fund working capital needs, product programs, facilities development and other general corporate purposes.
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Our largest credit facility is GM Daewoo’s $1.2 billion revolving credit facility, which was established in October 2002 with a syndicate of banks. All outstanding amounts at October 2010 will convert into a term loan and are required to be paid in four equal annual installments by October 2014. Borrowings under this facility bear interest based on Korean Won denominated certificates of deposit. The average interest rate on outstanding amounts under this facility at March 31, 2010 was 5.7%. The borrowings are secured by certain GM Daewoo property, plant and equipment and are used by GM Daewoo for general corporate purposes, including working capital needs. At March 31, 2010 the facility was fully utilized with $1.2 billion outstanding. In April 2010 GM Daewoo repaid $225 million of its $1.2 billion revolving credit facility.

The balance of our credit facilities are held by geographically dispersed subsidiaries, with available capacity on the facilities primarily concentrated at a few of our subsidiaries. At March 31, 2010 GM Hong Kong had $170 million of capacity on a $200 million term facility secured by a portion of our equity interest in SGM, with an additional $200 million revolving facility secured by the same collateral set to become available in late 2010. In addition, we have $356 million of capacity on a $371 million secured term facility available to certain of our subsidiaries in Thailand over 2010 and 2011. The facilities were entered into to fund growth opportunities within GMIO and meet potential cyclical cash needs.

Restricted Cash

At March 31, 2010 we had proceeds remaining from the DIP Facility of $11.3 billion deposited in the UST Credit Agreement escrow account. In March 2010 we made payments of $1.0 billion and $194 million on the UST Loans and Canadian Loan. Upon making such payments, equivalent amounts were released to us from escrow. In April 2010 we used funds from our escrow account of $4.7 billion to repay in full the outstanding amount of the UST Loans. In addition, GMCL repaid in full the outstanding amount of the Canadian Loan of $1.1 billion. Both loans were repaid prior to maturity.

Following the repayment of the UST Loans and the Canadian Loan, the remaining funds in an amount of $6.6 billion became unrestricted. The availability of those funds is no longer subject to the conditions set forth in the UST Credit Agreement.

Pursuant to an agreement between Old GM, EDC and an escrow agent we had $986 million remaining in an escrow account at March 31, 2010 to fund certain of GMCL’s health care obligations pending the satisfaction of certain preconditions which have not yet been met.

Cash Flow

Operating Activities

In the three months ended March 31, 2010 we had positive cash flows from operating activities of $1.7 billion primarily due to: (1) net income of $1.2 billion, which included non-cash charges of $1.8 billion resulting from depreciation, impairment and amortization expense (including amortization of debt issuance costs and discounts); partially offset by (2) unfavorable changes in working capital of $0.7 billion; and (3) contributions to pension and OPEB plans of $0.6 billion. The unfavorable changes in working capital were related to increases in accounts receivables and inventories, partially offset by an increase in accounts payable.

In the three months ended March 31, 2009 Old GM had negative cash flows from operating activities of $9.4 billion primarily due to: (1) net loss of $5.9 billion, which included non-cash charges of $3.0 billion resulting from depreciation, impairment and amortization expense (including amortization of debt issuance costs and discounts); (2) a decrease in accrued liabilities of $4.1 billion; (3) unfavorable working capital of $1.9 billion due to decreases in accounts payable partially offset by a decrease in accounts receivable and inventories; and (4) contributions to pension and OPEB plans of $1.3 billion; partially offset by (5) liquidations of vehicles leased to daily rental car companies of $0.9 billion.

Investing Activities

In the three months ended March 31, 2010 we had positive cash flows from investing activities of $0.6 billion primarily due to: (1) a reduction in restricted cash of $1.2 billion related to withdrawals from the UST Credit Agreement escrow account; (2) liquidations of operating leases of $0.1 billion; and (3) an increase in cash of $0.1 billion from the consolidation of GM Egypt; partially offset by (4) capital expenditures of $0.8 billion.
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In the three months ended March 31, 2009 Old GM had negative cash flows from investing activities of $2.3 billion primarily due to: (1) capital expenditures of $1.6 billion; and (2) investment in GMAC of $0.9 billion; partially offset by (3) liquidations of automotive retail leases of $0.3 billion.

Financing Activities

In the three months ended March 31, 2010 we had negative cash flows from financing activities of $1.7 billion primarily due to: (1) repayments on the UST Loans and Canadian Loan of $1.0 billion and $0.2 billion; (2) preferred dividend payments of $0.2 billion; (3) payments on a program announced in March 2009 to provide financial assistance to automotive suppliers (Receivables Program) of $0.2 billion; and (4) net decrease in short-term debt of $0.1 billion.

In the three months ended March 31, 2009 Old GM had positive cash flows from financing activities of $9.3 billion primarily due to: (1) proceeds from debt issued to the UST of $10.3 billion; partially offset by a decrease in Short-term debt and current portion of long-term debt of $0.9 billion.

Net Liquid Assets (Debt)

Management believes the use of net liquid assets (debt) provides meaningful supplemental information regarding our liquidity. Accordingly, we believe net liquid assets (debt) is useful in allowing for greater transparency of supplemental information used by management in its financial and operational decision making to assist in identifying resources available to meet cash requirements. Our calculation of net liquid assets (debt) may not be completely comparable to similarly titled measures of other companies due to potential differences between companies in the method of calculation. As a result, the use of net liquid assets (debt) has limitations and should not be considered in isolation from, or as a substitute for, other measures such as Cash and cash equivalents and Debt. Due to these limitations, net liquid assets (debt) is used as a supplement to U.S. GAAP measures.

The following table summarizes net liquid assets (dollars in millions):

	
	
	
	
	
	Successor
	
	
	

	
	
	March 31, 2010
	
	
	December 31, 2009
	
	

	
	Cash and cash equivalents
	$
	23,310
	$
	22,679
	

	
	Marketable securities
	
	153
	
	
	134
	

	
	UST Credit Agreement and Canadian HCT escrow accounts
	
	12,272
	
	
	
	13,430
	
	

	Total liquid assets
	
	35,735
	
	
	36,243
	

	
	Short-term debt and current portion of long-term debt
	
	(8,773)
	
	
	(10,221)
	

	
	Long-term debt
	
	(5,401)
	
	
	(5,562)
	

	
	
	
	
	
	
	
	
	
	

	
	Net liquid assets
	$
	21,561
	
	$
	20,460
	

	
	
	
	
	
	
	
	
	
	



Total liquid asset balances exceeded our debt balances by $21.6 billion at March 31, 2010. This balance represented an increase of $1.1 billion in the net liquid asset balance in the three months ended March 31, 2010. The change was due to an increase of $0.7 billion in Cash and cash equivalents (as previously discussed) and Marketable securities and a decrease of $1.6 billion in Short-term and Long-term debt, partially offset by a reduction of $1.2 billion in the UST Credit Agreement escrow balance. The decrease in Short-term and Long-term debt primarily related to: (1) payment on the UST Loans of $1.0 billion; (2) payment on the Canadian Loan of $0.2 billion; and (3) repayment in full of the loans related to the Receivables Program of $0.2 billion.

Other Liquidity Issues

In connection with the 363 Sale, we assumed the obligation of the Receivables Program. At December 31, 2009 our equity contributions were $55 million and the UST had outstanding loans of $150 million to the Receivables Program. In the three months ended March 31, 2010 we repaid these loans in full. The Receivables Program was terminated in accordance with its terms in April 2010. Upon termination, we shared residual capital of $25 million in the program equally with the UST and paid a termination fee of $44 million.
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GMAC currently finances our vehicles while they are in-transit to dealers in a number of markets including the U.S. In the event GMAC significantly limits or ceases to finance in-transit vehicles, our liquidity will be adversely affected.

We have extended loan commitments to certain affiliated companies and critical business partners. These commitments can be triggered under certain conditions and expire in the years 2010, 2011 and 2014. At March 31, 2010 we had a total commitment of $700 million outstanding with no amounts loaned.

We have covenants in our VEBA Note Agreement that could limit the amount and type of additional financing that we could raise to bolster our liquidity if needed.

In the three months ended March 31, 2010 GME recorded charges of $72 million related to separation/layoff plans and an early retirement plan in Spain which will affect 1,200 employees. These charges are expected to result in future cash expenditures.

In the three months ended March 31, 2010 GME recorded charges of $184 million as the legal minimum for a separation plan related to the closure of the Antwerp, Belgium facility. Negotiations for the final termination benefits were concluded in April 2010, and the total separation costs are estimated to be Euro 0.4 billion (equivalent to $0.5 billion), which affect 2,600 employees. These charges are expected to result in future cash expenditures. In addition, GME and employee representatives entered into a Memorandum of Understanding whereby both parties will cooperate in a working group, led by the Flemish government, in order to find an outside investor to acquire the facility. The search will conclude at the end of September 2010. If an investor is found, the investor will determine the number of employees that it would hire. Employees who had not previously accepted termination benefits and were not hired by the purchaser of the plant would receive termination benefits. If an investor is not found, termination benefits will be offered to the remaining employees and the facility will close by December 31, 2010.


Non-Cash Charges (Gains)

The following table summarizes significant non-cash charges (gains) (dollars in millions):





Impairment charges related to equipment on operating leases
[image: ]
Long-lived asset impairment charges

Impairment charges related to equity and cost method investments
[image: ]
Loss (gain) on secured debt extinguishment

Total significant non-cash charges (gains)
[image: ]

Defined Benefit Pension Plan Contributions






Predecessor
[image: ]

Three Months
Ended
March
31, 2009
[image: ]
· 45

327

28

(906)
[image: ]

· (506)
[image: ][image: ]


We are considering making a discretionary contribution to the U.S. hourly defined benefit pension plan. This discretionary contribution is being considered to offset the effect of the increase to the projected benefit obligation of the U.S. hourly defined benefit pension plan incurred as a result of the Delphi Benefit Guarantee Agreements being triggered as well as to possibly reduce the projected future cash funding requirements. We are currently evaluating the amount, timing, and form of assets that may be contributed.

Guarantees Provided to Third Parties

We have provided guarantees related to the residual value of operating leases, certain suppliers’ commitments, certain product-related claims and commercial loans made by GMAC and outstanding with certain third parties excluding residual support and risk sharing related to GMAC. The maximum potential obligation under these commitments is $709 million at March 31, 2010. This amount includes a guarantee provided to GMAC in Brazil in connection with dealer floor plan financing, which is secured by an interest in certificates of deposit of $8 million purchased from GMAC to which we have title.
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Our current agreement with GMAC requires the repurchase of GMAC financed inventory invoiced to dealers after September 1, 2008, with limited exclusions, in the event of a qualifying voluntary or involuntary termination of the dealer’s sales and service agreement. Repurchase obligations exclude vehicles which are damaged, have excessive mileage or have been altered. The repurchase obligation ends in August 2010 for vehicles invoiced through August 2009 and ends in August 2011 for vehicles invoiced through August 2010.

The maximum potential amount of future payments required to be made to GMAC under this guarantee would be based on the repurchase value of total eligible vehicles financed by GMAC in dealer stock and is estimated to be $15.4 billion at March 31, 2010. If vehicles are required to be repurchased under this arrangement, the total exposure would be reduced to the extent vehicles are able to be resold to another dealer or at auction. The fair value of the guarantee was $35 million at March 31, 2010, which considers the likelihood of dealers terminating and estimated loss exposure for the ultimate disposition of vehicles.

Refer to Note 16 to the condensed consolidated financial statements for additional information on guarantees we have provided.

Fair Value Measurements

In January 2009 Old GM adopted ASC 820-10, “Fair Value Measurements and Disclosures,” for nonfinancial assets and nonfinancial liabilities. Refer to Note

20 to the condensed consolidated financial statements for additional information regarding fair value measurements of nonfinancial assets and nonfinancial liabilities. Refer to Note 18 to the condensed consolidated financial statements for additional information regarding fair value measurements of financial assets and financial liabilities.

Significant assets and liabilities classified as Level 3, with the related Level 3 inputs, are as follows:

· Foreign currency derivatives — Level 3 inputs used to determine the fair value of foreign currency derivative liabilities include the appropriate credit spread to measure our nonperformance risk. Given our nonperformance risk is not observable through the credit default swap market we based this measurement on an analysis of comparable industrial companies to determine the appropriate credit spread which would be applied to us and Old GM by market participants in each period.

Level 3 Assets and Liabilities

At March 31, 2010 we used Level 3 inputs to measure net liabilities of $376 million (or 0.4%) of our total liabilities. These net liabilities included $23 million (or 0.1%) of the total assets, and $399 million (or 97.8%) of the total liabilities (of which $378 million were derivative liabilities) that we measured at fair value.

At March 31, 2010 net liabilities of $376 million measured using Level 3 inputs were primarily comprised of foreign currency derivatives. Foreign currency derivatives were classified as Level 3 due to an unobservable input which relates to our nonperformance risk. Given our nonperformance risk is not observable through the credit default swap market we based this measurement on an analysis of comparable industrial companies to determine the appropriate credit spread which would be applied to us by market participants. At March 31, 2010 we included a non-performance risk adjustment of $19 million in the fair value measurement of these derivatives which reflects a discount of 5.1% to the fair value before considering our credit risk. We anticipate settling these derivatives at maturity at fair value unadjusted for our nonperformance risk. Credit risk adjustments made to a derivative liability reverse as the derivative contract approaches maturity. This effect is accelerated if a contract is settled prior to maturity.

In the three months ended March 31, 2010 assets and liabilities measured using Level 3 inputs decreased $296 million from a net liability of $672 million to a net liability of $376 million primarily due to unrealized and realized gains on and the settlement of derivatives.

At December 31, 2009 we used Level 3 inputs to measure net liabilities of $672 million (or 0.6%) of our total liabilities. These net liabilities included $33 million (or 0.1%) of the total assets, and $705 million (or 98.7%) of the total liabilities (all of which were derivative liabilities) that we measured at fair value. At December 31, 2009 we also included a non-performance risk adjustment of $47 million in the fair value measurement of these derivatives which reflects a discount of 6.5% to the fair value before considering our credit risk.
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For periods presented after June 1, 2009 nonperformance risk for us and Old GM was not observable through the credit default swap market as a result of the Chapter 11 Proceedings for Old GM and the lack of traded instruments for us. As a result, foreign currency derivatives with a fair market value of $1.6 billion were transferred from Level 2 to Level 3 in the three months ended June 30, 2009.

In the three months ended March 31, 2009 Old GM determined the credit profile of certain foreign subsidiaries was equivalent to Old GM’s nonperformance risk which was observable through the credit default swap market and bond market based on prices for recent trades. Accordingly, foreign currency derivatives with a fair value of $2.1 billion were transferred from Level 3 into Level 2.

Realized gains and losses related to assets and liabilities measured using Level 3 inputs did not have a material effect on operations, liquidity or capital resources in the three months ended March 31, 2010 and 2009.

Dividends

Since our formation, we have not paid any dividends on our common stock. We have no current plans to pay any dividends on our common stock. So long as any share of our Series A Fixed Rate Cumulative Perpetual Preferred Stock (Series A Preferred Stock) remains outstanding, no dividend or distribution may be declared or paid on our common stock unless all accrued and unpaid dividends have been paid on our Series A Preferred Stock subject to exceptions such as dividends on our common stock payable solely in shares of our common stock. In addition, the VEBA Note Agreement contains certain restrictions on our ability to pay dividends, other than dividends payable solely in our shares of common stock.

In particular, the VEBA Note Agreement provides that we may not pay any such dividends on our common stock unless no default or event of default has occurred under such agreement and is continuing at the time of such payment and, immediately prior to and after giving effect to such dividend, our consolidated leverage ratio is less than 3.00 to 1.00.

Our payment of dividends in the future, if any, will be determined by our Board of Directors and will be paid out of funds legally available for that purpose.

On March 15, 2010 we paid dividends of $203 million on our Series A Preferred Stock for the period December 15, 2009 to March 14, 2010 following approval by our Board of Directors.

Employees

At March 31, 2010 we employed 205,000 employees. The following table summarizes employment by region (in thousands):

	
	
	Successor

	
	March 31, 2010
	
	December 31, 2009
	

	GMNA (a)
	103
	103
	

	GMIO (b)
	57
	62
	

	GME (c)(d)
	45
	
	50
	

	Total Worldwide
	205
	215

	
	
	
	
	

	United States — Salaried
	26
	26
	

	United States — Hourly
	52
	51
	


[image: ]

(a) Beginning with the three months ended March 31, 2010 substantially all of the 1,200 Corporate employees are included in GMNA.

(b) Decrease in GMIO reflects a reduction of 2,400 employees due to the sale of our India Operations and the reclassification of 2,700 hourly employees to contract status.
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(c) Decrease in GME primarily reflects reduction of 3,200 employees due to the sale of Saab and reduction of 800 hourly employees in Germany.

(d) GME hourly inactive employees are no longer included in GME’s totals. GME hourly inactive employees excluded in the three months ended March 31, 2010 and 2009 were 2,300 and 2,500 employees.

Critical Accounting Estimates

The condensed consolidated financial statements are prepared in conformity with U.S. GAAP, which require the use of estimates, judgments and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses in the periods presented. The critical accounting estimates that affect the condensed consolidated financial statements and the judgments and assumptions used are consistent with those described in the MD&A section in our 2009 Form 10-K.

We believe that the accounting estimates employed are appropriate and resulting balances are reasonable; however, due to inherent uncertainties in making estimates actual results could differ from the original estimates, requiring adjustments to these balances in future periods. We have discussed the development, selection and disclosures of our critical accounting estimates with the Audit Committee of the Board of Directors, and the Audit Committee has reviewed the disclosures relating to these estimates. Modifications to our critical accounting estimates regarding deferred taxes are discussed below.

Deferred Taxes

We establish and Old GM established valuation allowances for deferred tax assets based on a more likely than not threshold. The ability to realize deferred tax assets depends on the ability to generate sufficient taxable income within the carryback or carryforward periods provided for in the tax law for each applicable tax jurisdiction. We consider and Old GM considered the following possible sources of taxable income when assessing the realization of deferred tax assets:

· Future reversals of existing taxable temporary differences;

· Future taxable income exclusive of reversing temporary differences and carryforwards;

· Taxable income in prior carryback years; and

· Tax-planning strategies.

The assessment regarding whether a valuation allowance is required or should be adjusted also considers, among other matters, the nature, frequency and severity of recent losses, forecasts of future profitability, the duration of statutory carryforward periods, our and Old GM’s experience with tax attributes expiring unused and tax planning alternatives. In making such judgments, significant weight is given to evidence that can be objectively verified.

Concluding that a valuation allowance is not required is difficult when there is significant negative evidence that is objective and verifiable, such as cumulative losses in recent years. Although we are a new company, and our ability to achieve future profitability was enhanced by the cost and liability reductions that occurred as a result of the Chapter 11 Proceedings and 363 Sale, Old GM’s historic operating results remain relevant as they are reflective of the industry and the effect of economic conditions. The fundamental businesses and inherent risks in which we globally operate did not change from those in which Old GM operated. We utilize and Old GM utilized a rolling three years of actual and current year anticipated results as the primary measure of cumulative losses in recent years. However, because a substantial portion of those cumulative losses relate to various non-recurring matters, those three-year cumulative results are adjusted for the effect of these items. In addition the near- and medium-term financial outlook is considered when assessing the need for a valuation allowance.

If, in the future, we generate taxable income in jurisdictions where we have recorded full valuation allowances, on a sustained basis, our conclusion regarding the need for full valuation allowances in these tax jurisdictions could change, resulting in the reversal of some or all of the valuation allowances. If our operations generate taxable income prior to reaching profitability on a sustained basis, we would reverse a portion of the valuation allowance related to the corresponding realized tax benefit for that period, without changing our conclusions on the need for a full valuation allowance against the remaining net deferred tax assets.
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The valuation of deferred tax assets requires judgment and accounting for deferred tax consequences of events that have been recorded in the financial statements or in the tax returns and our future profitability represents our best estimate of those future events. Changes in our current estimates, due to unanticipated events or otherwise, could have a material effect on our financial condition and results of operations. In 2008 because Old GM concluded there was substantial doubt related to its ability to continue as a going concern, it was determined that it was more likely than not that it would not realize its net deferred tax assets in most jurisdictions even though certain of these entities were not in three-year adjusted cumulative loss positions. In July 2009 with U.S. parent company liquidity concerns resolved in connection with the Chapter 11 Proceedings and the 363 Sale, to the extent there was no other significant negative evidence, we concluded that it is more likely than not that we would realize the deferred tax assets in jurisdictions not in three-year adjusted cumulative loss positions.

Accounting Standards Not Yet Adopted

Refer to Note 3 to the condensed consolidated financial statements.

Forward-Looking Statements

In this report and in reports we subsequently file with the SEC on Forms 10-K and 10-Q and file or furnish on Form 8-K, and in related comments by our management, we use words like “anticipate,” “believe,” “continue,” “could,” “designed,” “effect,” “estimate,” “evaluate,” “expect,” “forecast,” “goal,” “initiative,” “intend,” “may,” “objective,” “outlook,” “plan,” “potential,” “priorities,” “project,” “pursue,” “seek,” “should,” “target,” “when,” “would,” or the negative of any of those words or similar expressions to identify forward-looking statements that represent our current judgment about possible future events. In making these statements we rely on assumptions and analyses based on our experience and perception of historical trends, current conditions and expected future developments as well as other factors we consider appropriate under the circumstances. We believe these judgments are reasonable, but these statements are not guarantees of any events or financial results, and our actual results may differ materially due to a variety of important factors, both positive and negative. These factors, which may be revised or supplemented in subsequent reports on SEC Forms 10-K, 10-Q and 8-K, include among others the following:

· Our ability to realize production efficiencies and to achieve reductions in costs as a result of our restructuring initiatives and labor modifications;

· Our ability to maintain quality control over our vehicles and avoid material vehicle recalls;

· Our ability to maintain adequate liquidity and financing sources and an appropriate level of debt, including as required to fund our planned significant investment in new technology, and, even if funded, our ability to realize successful vehicle applications of new technology;

· The ability of our new executive management team to quickly learn the automotive industry, and adapt and excel in their new management roles;

· The effect of business or liquidity difficulties for us or one or more subsidiaries on other entities in our corporate group as a result of our highly integrated and complex corporate structure and operation;

· Our ability to continue to attract customers, particularly for our new products, including cars and crossover vehicles;

· Availability of adequate financing on acceptable terms to our customers, dealers, distributors and suppliers to enable them to continue their business relationships with us;

· The financial viability and ability to borrow of our key suppliers and their ability to provide systems, components and parts without disruption;

· Our ability to take actions we believe are important to our long-term strategy, including our ability to enter into certain material transactions outside of the ordinary course of business, which may be limited due to significant covenants in the VEBA Note Agreement;

· Our ability to manage the distribution channels for our products, including our ability to consolidate our dealer network;

· Our ability to qualify for federal funding of our advanced technology vehicle programs under Section 136 of the Energy Independence and Security Act of 2007;
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· The ability of our European operations to successfully restructure and receive adequate financial support from various European governments or other sources;

· The continued availability of both wholesale and retail financing from GMAC and its affiliates in the United States, Canada and the other markets in which we operate to support our ability to sell vehicles in those markets, which is dependent on GMAC’s ability to obtain funding and which may be suspended by GMAC if GMAC’s credit exposure to us exceeds certain limitations provided in our operating arrangements with GMAC;

· Overall strength and stability of general economic conditions and of the automotive industry, both in the United States and in global markets;

· Continued economic and automotive industry instability or poor economic conditions in the United States and global markets, including the credit markets, or changes in economic conditions, commodity prices, housing prices, foreign currency exchange rates or political stability in the markets in which we operate;

· Shortages of and increases or volatility in the price of oil;

· Significant changes in the competitive environment, including the effect of competition in our markets, on our pricing policies or use of incentives and the introduction of new and improved vehicle models by our competitors;

· Changes in the existing, or the adoption of new, laws, regulations, policies or other activities of governments, agencies and similar organizations where such actions may affect the production, licensing, distribution or sale of our products, the cost thereof or applicable tax rates;

· Costs and risks associated with litigation;

· Significant increases in our pension expense or projected pension contributions resulting from changes in the value of plan assets, the discount rate applied to value the pension liabilities or other assumption changes;

· Changes in accounting principles, or their application or interpretation, and our ability to make estimates and the assumptions underlying the estimates, which could have an effect on earnings; and

· Other risks described from time to time in periodic and current reports that we file with the SEC.

We caution readers not to place undue reliance on forward-looking statements. We undertake no obligation to update publicly or otherwise revise any forward-looking statements, whether as a result of new information, future events or other factors that affect the subject of these statements, except where we are expressly required to do so by law.

*  *  *  *  *  *  *

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no significant changes in our exposure to market risk since December 31, 2009. Refer to item 7A in our 2009 Form 10-K.

*  *  *  *  *  *

Item 4. Controls and Procedures

Disclosure Controls and Procedures

We maintain disclosure controls and procedures designed to provide reasonable assurance that information required to be disclosed in reports filed under the Securities Exchange Act of 1934, as amended (Exchange Act), is recorded, processed, summarized, and reported within the specified time periods and accumulated and communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.
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Our management, with the participation of our Chairman and CEO and Vice Chairman and CFO, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) promulgated under the Exchange Act) at March 31, 2010. Based on this evaluation, our CEO and CFO concluded that, at that date, the disclosure controls and procedures required by paragraph (b) of Rules 13a-15 or 15d-15 were not effective at a reasonable assurance level because of a material weakness in internal control over financial reporting at GM as reported in our 2009 Form 10-K at December 31, 2009 that continues to exist.

Material Weakness, Remediation, and Changes in Internal Controls

The material weakness relates to controls that were not effective over the period-end financial reporting process. This ineffective process resulted in a significant number and magnitude of out-of-period adjustments to the consolidated financial statements. Specifically, controls have not been effective to ensure that accounting estimates and other adjustments were appropriately reviewed, analyzed and monitored by competent accounting staff on a timely basis. Additionally, some of the adjustments that were recorded related to account reconciliations not being performed effectively. Such a material weakness in the period-end financial reporting process has a pervasive effect on the reliability of financial reporting and could result in a company not being able to meet its regulatory filing deadlines. If not remediated, it is reasonably possible that our condensed consolidated financial statements could contain a material misstatement or that we could miss a filing deadline in the future.

We believe that the remediation activities completed at December 31, 2009 and discussed in our 2009 Form 10-K would have been sufficient to allow us to conclude that the previously identified material weakness no longer existed at December 31, 2009. However, due to the complexity of fresh-start adjustments resulting from the Chapter 11 Proceedings and the related 363 Sale in 2009 and the number of accounting periods open at one time, management did not have clear visibility into the operational effectiveness of newly remediated controls within the period-end financial reporting process. In some cases, management was not able to sufficiently test the operating effectiveness of certain remediated controls in 2009 and to conclude that the controls related to the period-end financial reporting process were operating effectively. During the three months ended March 31, 2010, management led various initiatives, including training, to help ensure the controls related to the period-end financial close process would operate as they had been designed and deployed during the 2009 material weakness remediation efforts. Testing is planned to assess operational effectiveness during 2010. Also, management identified additional opportunities to improve the effectiveness and efficiency of the Company’s internal controls related to the period-end financial reporting process.

Corporate Accounting and other key departments had their resources augmented by utilizing external resources and performing additional closing procedures in 2010. As a result, we believe that there are no material inaccuracies or omissions of material fact and, to the best of our knowledge, believe that the condensed consolidated financial statements of the Company at and for the three months ended March 31, 2010, fairly present in all material respects, the financial condition and results of operations in conformity with U.S. GAAP.

There have not been any other changes in internal control over financial reporting in the three months ended March 31, 2010 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Limitations on the Effectiveness of Controls

Our management, including our CEO and CFO, does not expect that our disclosure controls and procedures or internal control over financial reporting will prevent or detect all errors and all fraud. A control system cannot provide absolute assurance due to its inherent limitations; it is a process that involves human diligence and compliance and is subject to lapses in judgment and breakdowns resulting from human failures. A control system also can be circumvented by collusion or improper management override. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of such limitations, disclosure controls and procedures and internal control over financial reporting cannot prevent or detect all misstatements, whether unintentional errors or fraud. However, these inherent limitations are known features of the financial reporting process, therefore, it is possible to design into the process safeguards to reduce, though not eliminate, this risk.

*  *  *  *  *  *
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PART II

Item 1. Legal Proceedings

The discussion in the following paragraphs is limited to an update of developments that have occurred in various material pending legal proceedings to which we are a party, other than ordinary routine litigation incidental to our business. These proceedings are fully described in our 2009 Form 10-K. We and other defendants affiliated with us intend to defend all of the following actions vigorously.

Delphi Salaried Pension Plan Claim

In the previously reported case in the United States District Court for the Eastern District of Michigan captioned Dennis Black, Charles Cunningham, Kenneth Hollis and the Delphi Salaried Retiree Association v. The Pension Benefit Guaranty Corporation, the US Treasury Departments, The Presidential Task Force on the Auto Industry, Timothy Geithner, Steve Rattner, Ron Bloom and General Motors Company in which we were served with an Amended Complaint, plaintiffs filed a motion to dismiss their lawsuit against us, which the Court granted on March 12, 2010. That dismissal, however, does not preclude plaintiffs from petitioning the Bankruptcy Court in the future to set aside its injunction based upon new evidence that we had willfully violated plaintiffs’ constitutional rights. At this time, it appears unlikely that plaintiffs will be able to discover or present any such new evidence and that the matter is concluded as to GM.

Environmental Matters

Carbon Dioxide Emission Standard Litigation

As previously reported, we and the Alliance of Automobile Manufacturers, the Association of International Automobile Manufacturers, Chrysler, and various automobile dealers brought suit for declaratory and injunctive relief from state regulations imposing stringent controls on new motor vehicle CO2 emissions. On April 1, 2010 California completed rulemaking to revise its CO2 standards, and the EPA and the National Highway Traffic Safety Administration completed rulemaking to establish coordinated vehicle CO2 emissions and fuel economy standards. The parties have reached agreement on the terms for dismissal of all pending litigation against the state standards, in which we are involved, and motions to dismiss these actions were filed in six courts in early April 2010. All courts have granted the motions to dismiss and we consider this matter to be closed as to GM.

*  *  *  *  *  *

Item 1A. Risk Factors

We face a number of significant risks and uncertainties in connection with our operations. Our business, results of operations and financial condition could be materially adversely affected by these risk factors.

Other than as discussed below, there have been no material changes to the Risk Factors disclosed in our 2009 Form 10-K. While we described each risk separately, some of these risks are interrelated and certain risks could trigger the applicability of other risks.

Inadequate cash flow could materially adversely affect our business operations in the future.

We will require substantial liquidity to implement long-term cost savings and restructuring plans, continue capital spending to support product programs and development of advanced technologies, and meet scheduled term debt and lease maturities, in each case as contemplated by our business plan. If our cash levels approach the minimum cash levels necessary to support our normal business operations, we may be forced to borrow additional funds at rates that may not be favorable, curtail capital spending, and reduce research and development and other programs that are important to the future success of our business. If this were to happen, our need for cash would be intensified.
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Although we believe that the funding we received in connection with our formation and our purchase of substantially all of MLC’s assets provides us with sufficient liquidity to operate our business in the near-term, our ability to maintain adequate liquidity in the medium- and long-term will depend significantly on the volume, mix and quality of vehicle sales and the continuing reduction of operating expenses. Our liquidity needs are sensitive to changes in each of these and other factors.

As part of our business plan, we have reduced compensation for our most highly paid executives and have reduced the number of our management and non-management salaried employees, and these actions may materially adversely affect our ability to hire and retain salaried employees.

As part of the cost reduction initiatives in our business plan, and pursuant to the direction of the Special Master for TARP Executive Compensation we have imposed salary reductions on our most highly paid executives, and reduced benefits to a level that we believe is significantly lower than offered by other major corporations. Furthermore, while we have repaid the UST Credit Agreement in full, the UST Credit Agreement continues to restrict the compensation that we can provide to our top executives and prohibits certain types of compensation or benefits for any employees. At the same time, we have substantially decreased the number of salaried employees so that the workload is shared among fewer employees and in general the demands on each salaried employee are increased. Companies in similar situations have experienced significant difficulties in hiring and retaining highly skilled employees, particularly in competitive specialties. Given our compensation structure and increasing job demands, there is no assurance that we will be able to hire and retain the employees whose expertise is required to execute our business plan while at the same time developing and producing vehicles that will stimulate demand for our products.

The UST (or its designee) owns a controlling interest in us and its interests may differ from those of our other stockholders.

The UST beneficially owns a majority of our common stock on a fully diluted basis. As a result of its majority stock ownership interest, the UST is able to exercise significant influence and control over our business if it elects to do so. This includes the ability to have significant influence and control over matters brought for a shareholder vote. To the extent the UST elects to exercise such influence or control over us, its interests (as a government entity) may differ from those of our other stockholders and it may influence matters including:

· The selection, tenure and compensation of our management;

· Our business strategy and product offerings;

· Our relationship with our employees, unions and other constituencies; and

· Our financing activities, including the issuance of debt and equity securities.

In the future we may also become subject to new and additional laws and government regulations regarding various aspects of our business as a result of participation in the TARP program and the U.S. government’s ownership in our business. These regulations could make it more difficult for us to compete with other companies that are not subject to similar regulations. Refer to “Directors, Executive Officers and Corporate Governance — Stockholders Agreement” in our 2009 Form 10-K for further information.

The VEBA Note Agreement and the UST Credit Agreement contain significant covenants that may restrict our ability and the ability of our subsidiaries to take actions management believes are important to our long-term strategy.

The VEBA Note Agreement contains affirmative covenants requiring us to take certain actions and negative covenants restricting our ability to take certain actions. The affirmative covenants impose obligations on us with respect to, among other things, financial reporting to the New VEBA, use of proceeds of asset sales, maintenance of facility collateral and other property and payment of obligations. The negative covenants in the VEBA Note Agreement generally apply to us and our U.S. subsidiaries that provided guarantees of our obligations under that agreement and restrict us with respect to, among other things, granting liens, distributions on capital stock, amendments or waivers of certain documents and entering into new indebtedness.

In addition, while we have repaid the UST Credit Agreement in full, certain of the covenants in the UST Credit Agreement remain in effect and impose obligations on us with respect to, among other things, certain expense policies, executive privileges and
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compensation requirements. Compliance with the covenants contained in the VEBA Note Agreement and the UST Credit Agreement could restrict our ability to take actions that management believes are important to our long-term strategy. If strategic transactions we wish to undertake are prohibited or inconsistent with, or detrimental to, our long-term viability, our ability to execute our long-term strategy could be materially adversely affected. In addition, monitoring and certifying our compliance with the VEBA Note Agreement and the UST Credit Agreement requires a high level of expense and management attention on a continuing basis.

Our failure to comply with the covenants in the agreements governing our present and future indebtedness could adversely affect our financial condition and liquidity.

Several of the agreements governing our indebtedness, including the VEBA Note Agreement and other loan facility agreements, contain covenants requiring us to take certain actions and negative covenants restricting our ability to take certain actions. In the past, we have failed to meet certain of these covenants, including by failing to provide financial statements in a timely manner and failing certain financial tests. In addition, the Chapter 11 Proceedings and the change in control as a result of the 363 Sale triggered technical defaults in certain loans for which we had assumed the obligations. A breach of any of these covenants, if uncured, could lead to an event of default under the agreement, which in some circumstances could give the lender the right to demand that we accelerate repayment of amounts due under the agreement. Therefore, in the event of any such breach, we may need to seek covenant waivers or amendments from the lenders or to seek alternative or additional sources of financing, and we cannot assure you that we would be able to obtain any such waivers or amendments or alternative or additional financing on acceptable terms, if at all. Refer to Note 12 to the condensed consolidated financial statements for additional information on technical defaults and covenants violations that have occurred recently. In addition, any covenant breach or event of default could harm our credit rating and our ability to obtain additional financing on acceptable terms. The occurrence of any of these events could have a material adverse effect on our financial condition and liquidity.

Our pension funding obligations may increase significantly due to weak performance of financial markets and its effect on plan assets.

Our future funding obligations for our U.S. defined benefit pension plans qualified with the IRS depends upon the future performance of assets placed in trusts for these plans, the level of interest rates used to determine funding levels, the level of benefits provided for by the plans and any changes in government laws and regulations. Our employee benefit plans currently hold a significant amount of equity and fixed income securities. Due to Old GM’s contributions to the plans and to the strong performance of these assets during prior periods, the U.S. hourly and salaried pension plans were consistently overfunded from 2005 through 2007, which allowed Old GM to maintain a surplus without making additional contributions to the plans. However, due to significant declines in financial markets and a deterioration in the value of our plan assets, as well as the coverage of additional retirees, including certain Delphi hourly employees, we may need to make significant contributions to our U.S. pension plans in 2013 and beyond. There is no assurance that interest rates will remain constant or that our pension fund assets can earn our assumed rate of 8.5% annually, and our actual experience may be significantly more negative.

If the market values of the assets held by our pension plans decline, our pension expenses would increase and, as a result, could materially adversely affect our financial position. Changes in interest rates that are not offset by contributions and asset returns could also increase our obligations under such plans. Additionally, the pension plans use swaps, primarily to hedge exposures to changes in interest rates and to manage investment risks. A potential consequence of federal financial reform legislation pending in Congress is the possible loss or reduction of access by the pension plans to swap dealers and swaps and similar instruments and/or increased costs related thereto. Such developments, in a declining interest rate environment, could adversely affect the U.S. defined benefit pension plans’ funded status, increase the funded status volatility of the plans and possibly accelerate the need for cash contributions to the plans, which would negatively affect our cash flows. In addition, if local legal authorities increase the minimum funding requirements for our pension plans outside the U.S., we could be required to contribute more funds, which would negatively affect our cash flow.

*  *  *  *  *  *
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

GENERAL MOTORS COMPANY

(Registrant)

By:	/s/	NICK S. CYPRUS
[image: ]
(Nick S. Cyprus, Vice President, Controller and Chief Accounting Officer)

Date: May 17, 2010
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December 17, 2009

Mr. Christopher P. Liddell

3645 Evergreen Point Road

Medina, WA 98030

Dear Chris:

On behalf of General Motors, I am pleased to extend to you an offer of employment as Vice Chairman and Chief Financial Officer of General Motors. This position reports directly to me in my capacity as Chairman and CEO. The tentative start date is January 1, 2010. You will be located at our headquarters office in Detroit, Michigan. The terms of the offer are set forth on the attached “Overview of Total Compensation and Benefits” (the “Overview”) as modified in discussions with Greg Lau today.

As a GM executive in the United States, you will be entitled to GM’s standard package of benefits and perquisites available to executives at your level as set forth in the Overview. Your participation in these plans, as well as any compensation plans, will be controlled by the terms of those plans and they can be amended, changed or terminated at any time as applicable to similarly situated participants.

Please note that you will need to satisfactorily complete a drug screening, as well as a background and security screening, as a condition of your employment.

We look forward to welcoming you to General Motors.

Sincerely,

/s/ Edward E. Whitacre, Jr.

Attachment

I accept this offer of employment with General Motors beginning January 1, 2010.

	/s/ Christopher P. Liddell
	
	
	
	
	December 18, 2009

	Christopher P. Liddell
	
	
	
	
	Date

	General Motors Company
	Mail Code 482-C39-B10
	300
	Renaissance Center
	Detroit, MI 48265-3000

	
	Tel 313-667-3549
	Fax
	313-667-3122
	



TOTAL COMPENSATION AND BENEFITS OVERVIEW[image: ]

Christopher Liddell

Chief Financial Officer

	
	
	DIRECT COMPENSATION*
	
	
	AMOUNT
	
	COMMENTS
	

	
	
	
	
	
	
	
	
	

	
	Annual Cash Salary
	$
	750,000
	
	Portion of salary paid in cash. Increases as appropriate - next review in
	

	
	
	
	
	
	
	2011.
	

	Annual Salary Stock
	$
	3,450,000
	
	Portion of salary paid in stock. On each salary payment date 1/24 of
	

	
	
	
	
	
	
	
	annual grant is earned and is not forfeitable except for inimical acts.
	

	
	
	
	
	
	
	
	The salary stock is converted to shares based on the valuation from the
	

	
	
	
	
	
	
	
	implied trading value of the Oldco bonds. The 2010 salary stock will
	

	
	
	
	
	
	
	
	be delivered ratably over three years beginning in 2012. Following
	

	
	
	
	
	
	
	
	IPO, salary stock will be valued based on stock market price.
	

	
	
	
	
	
	
	
	
	

	
	Restricted Stock Unit Grant
	$
	2,000,000
	
	Target value of grant can be no greater than 1/3 of total annual
	

	
	
	
	
	
	
	
	compensation. Award is subject to forfeiture if not an active employee
	

	
	
	
	
	
	
	
	at the time of delivery (except for termination due to death). The grant
	

	
	
	
	
	
	
	
	vests in three years. Stock may only be redeemed in 25% installments
	

	
	
	
	
	
	
	
	for each 25% installment of GM’s TARP obligations that are repaid.
	

	
	
	
	
	
	
	
	Performance metrics are applicable to determine final grant units.
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	The RSU grant amount could be reduced based on the total
	

	
	
	
	
	
	
	
	compensation delivered during the calendar year.
	

	
	
	
	
	
	
	
	If you are unable to start on January 1, 2010, a portion of the RSU
	

	
	
	
	
	
	
	
	grant will be moved to salary stock to maintain the RSU value of
	

	
	
	
	
	
	
	
	1/3 of total annual compensation for calendar year 2010.
	

	
	
	
	
	
	
	
	
	

	
	Total Annual Compensation - at target
	$
	6,200,000
	
	
	

	
	
	
	
	
	
	
	
	



· Compensation is subject to determination by the Executive Compensation Committee of the Board of Directors. Compensation plans may be amended, changed or terminated at any time by the Committee. Also as a TARP recipient, approval of the U.S. Treasury’s Special Master must be obtained for all compensation payments and structures for SEOs and other most highly compensated employees.
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GENERAL MOTORS LLC

General Motors

Executive Retirement Plan

With Modifications through March 1, 2010

GENERAL MOTORS[image: ]

EXECUTIVE RETIREMENT PLAN

The Executive Retirement Plan (ERP) is an unfunded, nonqualified deferred compensation plan. The Plan is structured to qualify for certain exemptions from the eligibility, funding and other requirements of the Employee Retirement Income Security Act of 1974 (ERISA) and, further, ERP benefits are computed without regard to compensation limits imposed under the Internal Revenue Code.

Article I. Purpose; Administration; and Effective Date

Article I, Section I. Purpose of the Plan

The purpose of the General Motors Executive Retirement Plan (the Plan) is to help provide eligible retiring salaried executive employees of General Motors LLC (“the Company”), and certain executive employees of Promark, GM Global Steering Holdings LLC, and GM Components Holdings, an overall level of monthly retirement benefits, or lump sum distributions of account balances, which are competitive with the benefits provided executives retiring from other major U.S. industrial companies. The Company, Promark, GM Global Steering Holdings LLC, and GM Components Holdings are collectively referred to as “GM.” “Promark” and “GMAM” are used interchangeably. The monthly retirement benefits determined under the tax-qualified General Motors Retirement Program for Salaried Employees (hereinafter referred to as the “Retirement Program”), or account balances determined under the tax-qualified Savings-Stock Purchase Program (hereinafter referred to as the “S-SPP”), plus any benefits payable under certain other GM-provided benefit programs, may be supplemented by benefits provided under the formulas of this Plan. It is intended that this Plan, in relevant part, qualify as an “excess benefit plan” under Section 3(36) of ERISA and, in relevant part, as a plan “providing deferred compensation for a select group of management or highly compensated employees” under Section 201(2) of ERISA.

2

GENERAL MOTORS[image: ]

EXECUTIVE RETIREMENT PLAN

Article I, Section I

The Plan also provides benefits, but only to the extent required pursuant to (1) the Amended and Restated Master Sale and Purchase Agreement, dated as of June 26, 2009 (as amended, the “Purchase Agreement”), and (2) the Order (I) Authorizing Sale of Assets Pursuant to Amended and Restated Master Purchase Agreement with NGMCO, Inc., a U.S. Treasury-Sponsored Purchaser; (II) Authorizing Assumption and Assignment of Certain Executory Contracts and Unexpired Leases in Connection with the Sale; and (III) Granting Related Relief, entered on July 5, 2009 (D.I. 2968) (the “Sale Order”), to certain individuals who were never Company employees but who retired from General Motors Corporation (hereinafter referred to as the “Corporation”), General Motors Acceptance Corporation (GMAC) and Promark, formerly known as General Motors Asset Management (GMAM) (hereinafter referred to collectively as the “Corporation and its Related Companies”).
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EXECUTIVE RETIREMENT PLAN

Article I, Section II. Administration of the Plan

(a) This Plan shall at all times be maintained, considered, and administered as a non-qualified plan that is wholly separate and distinct from the Retirement Program and the S-SPP.

(b) Benefits under this Plan are not guaranteed.

(c) The Company is the Plan Administrator. The Plan Administrator has discretionary authority to construe, interpret, apply, and administer the Plan and serves as the first step of the Plan appeal process. Any and all decisions of the Plan Administrator as to interpretation or application of this Plan shall be given full force and effect unless it is proven that the interpretation or determination was arbitrary and capricious.

(d) The Plan Administrator shall have the full power to engage and employ such legal, actuarial, auditing, tax, and other such agents, as it shall, in its sole discretion, deem to be in the best interest of the Company, the Plan, and its participants and beneficiaries.

(e) The expenses of administering this Plan are borne by the Company and are not charged against its participants and beneficiaries.

(f) Various aspects of Plan administration have been delegated to the Plan recordkeeper selected by the Plan Administrator. In carrying out its delegated responsibilities, the Plan recordkeeper shall have discretionary authority to construe, interpret, apply, and administer the Plan provisions. The discretionary authority delegated to the Plan recordkeeper shall, however, be limited to the Plan terms relevant to its delegated responsibilities and shall not permit the Plan recordkeeper to render a determination or to make any representation concerning benefits which are not provided by the express terms of the Plan. The Plan recordkeeper’s actions shall be given full force and effect unless determined by the Plan Administrator to be contrary to the Plan provisions or arbitrary and capricious.

(g) For purposes of the Plan, a Plan Year shall mean the 12-month period beginning January 1 and ending December 31.
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EXECUTIVE RETIREMENT PLAN

Article I, Section III. Effective Date

The Corporation established the Supplemental Executive Retirement Program (“SERP”) under Article II of this Plan effective December 1, 1985. The Plan had been amended from time to time prior to the Company becoming the sponsor of it. Effective January 1, 2007, the name of the Plan was changed from the SERP to the “Executive Retirement Plan (ERP)”. The terms and conditions of the ERP are set forth in Article II. ERP benefits for service through December 31, 2006 were frozen as described in Article II, Section II and Section III and new benefit formulas for service on and after January 1, 2007 were adopted, as described in Article II, Section IV and Section V. In addition, effective January 1, 2007, the Benefit Equalization Plan (BEP) was merged into this Plan, the terms and conditions of which are set forth in Article III.

The Company became the sponsor of the Plan, subject to the conditions and releases identified in the Purchase Agreement and Sale Order.
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EXECUTIVE RETIREMENT PLAN

Article I, Section IV. Individuals Not Eligible; Suspensions; and Normal Retirement Age

(a) The following classes of individuals are ineligible to participate in the Plan regardless of any other Plan terms to the contrary, and regardless of whether the individual is or was a common-law employee of the GM or the Corporation and its Related Companies:

(1) Any individual who provides services to GM or the Corporation and its Related Companies where there is an agreement with a separate company under which the services are provided. Such individuals are commonly referred to by the Company as “contract employees” or “bundled-services employees;”

(2) Any individual who has signed an independent contractor agreement, consulting agreement, or other similar personal services contract with GM or the Corporation and its Related Companies, and;

(3) Any individual that the Company, in good faith, classifies as an independent contractor, consultant, contract employee, or bundled-services employee during the period the individual is so classified by the Company.

The purpose of Section IV (a) is to exclude from participation in the Plan all persons who actually may be common-law employees of GM or the Corporation and its Related Companies, but are not paid as though they are employees of such company regardless of the reason they are excluded from the payroll, and regardless of whether the exclusion is correct.

(b) Notwithstanding the provisions of this Section IV, vested benefits will be suspended or forfeited if an executive employee or retired executive employee engages in activity that is competitive with GM and/or otherwise acts in a manner inimical or contrary to the best interests of the Company or if an executive or a retired executive does not respond to the Company’s request for information relating to this paragraph.

(c) Normal Retirement Age (NRA) is 65.
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EXECUTIVE RETIREMENT PLAN

Article II. Executive Retirement Plan

Article II, Section I. Eligibility and Vesting

(a) Date of vesting is the first date the employee satisfies the requirements set forth in Section I (b), (c) and (d), respectively.

(b) To be eligible for a vested benefit under Section II or III of this Article, payable upon separation from service, an executive employee must meet the following requirements:

(1) Be a Regular Active or Flexible Service U.S. executive employee of GMAM or the Corporation or U.S. International Service Personnel executive employee as of December 31, 2006 (appointments on or after January 1, 2007 are ineligible for benefits under Section II or III) or be a Regular Active or Flexible Service U.S. executive employee of GMAC or U.S. International Service Personnel executive employee of GMAC as of November 30, 2006 (appointments on or after December 1, 2006 are ineligible for benefits under Section II or III); and

(2) As of the date of vesting, be a Regular Active or Flexible Service U.S. executive employee of GM or the Corporation and its Related Companies or U.S. International Service Personnel executive employee; and

(3) As of the date of vesting, have at least 10 years of combined Part B Retirement Program credited service, Part C Retirement Program credited service and credited service as determined under the Retirement Program accrued on and after January 1, 2007; and
(4) As of the date of vesting, be at least 55 years old.

(c) To be eligible for a vested benefit under Section IV of this Article, payable upon separation from service, an employee must meet the following requirements:

(1) Be a Regular Active or Flexible Service U.S. executive employee of the Company, GMAM, or the Corporation or U.S. International Service Personnel executive employee on or after January 1, 2007 with a length of service date prior to January 1, 2001; and

7

GENERAL MOTORS[image: ]

EXECUTIVE RETIREMENT PLAN

Article II, Section I. (c) (2)

(2) As of the date of vesting, be a Regular Active or Flexible Service U.S. executive employee of the Company or the Corporation or U.S. International Service Personnel executive employee; and

(3) As of the date of vesting, have at least 10 years of combined Part B Retirement Program credited service and credited service as determined under the Retirement Program accrued on and after January 1, 2007; and

(4) As of the date of vesting, be at least 55 years old.

(d) To be eligible for a vested benefit under Section V of this Article, payable upon separation from service, an employee must meet the following requirements:

(1) Be a Regular Active or Flexible Service U.S. executive employee of GM or the Corporation or U.S. International Service Personnel executive employee on or after January 1, 2007 with a length of service date on or after January 1, 2001; and

(2) As of the date of vesting, be a Regular Active or Flexible Service U.S. executive employee of GM or the Corporation or U.S. International Service Personnel executive employee; and

(3) As of the date of vesting, have at least 10 years of combined Part C Retirement Program credited service and S-SPP credited service accrued on and after January 1, 2007; and

(4) As of the date of vesting, be at least 55 years old.

(e) Eligible executives will be vested in any frozen SERP and/or ERP benefits under this Article II upon their attainment of age 55 with a minimum of

10 years’ credited service where credited service is defined as:

(1) A combination of Part B credited service (as defined in the Retirement Program) plus credited service in the Retirement Program on and after January 1, 2007, or a combination of Part C credited service (as defined in the Retirement Program) plus S-SPP credited service for service on and after January 1, 2007.
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EXECUTIVE RETIREMENT PLAN

Article II, Section I. (f)

(f) General Motors Asset Management executives who on or after August 4, 2003 are transferred to GMAM or hired or promoted into executive status may be eligible for benefits under Section II, IV or V if they meet all eligibility requirements, but are not eligible for benefits under the frozen Alternative SERP formula described in Section III.

(g) Nothing in this Article II, Section I (a) through (f) is intended to render “ineligible” any participant who was qualified, eligible, and receiving benefits as of July 10 to participate in the Plan. Nothing this Article II, Section 1 is intended to render “eligible” any participant who was not qualified or eligible to participate in the Plan as of July 10, 2009.

(h) Notwithstanding the above, to be eligible for a vested benefit under Section II or III of this Article (without regard to the benefit formulas of the Delphi plan), payable upon separation from service, an executive employee of GM Global Steering Holdings LLC and GM Components Holdings must meet the following requirements:

(1) Be a Regular Active or Flexible Service U.S. executive employee of GM or U.S. International Service Personnel executive employee of GM as of October 7, 2009; and

(2) As of date of vesting, be a Regular Active or Flexible Service U.S. executive employee of Delphi or GM, or U.S. International Service Personnel executive employee of Delphi or GM; and

(3) Was employed by Delphi as of October 6, 2009 and been eligible to retain a frozen Delphi SERP benefit had the executive remained at Delphi; and

(4) Be a U.S. executive employee of Delphi as of December 31, 2006; and

(5) Be at least age 55 with at least 10 years of service (including Delphi service) at date of vesting.
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EXECUTIVE RETIREMENT PLAN

Article II, Section II.	Calculation of Regular Formula SERP Benefits for Credited Service Accrued Prior to January 1, 2007

(a) Regular Formula SERP benefits determined under this Section II as in effect prior to January 1, 2007, shall be frozen as of December 31, 2006. The amount of the frozen Regular Formula SERP benefits shall be calculated using the following factors:

(1) Part B or Part C Retirement Program credited service accrued as of December 31, 2006.

(2) Average monthly base salary for the highest 60 of the 120 months immediately preceding January 1, 2007, as described in Article II, Section II (f).

(3) The sum of all frozen accrued monthly benefits determined under the Retirement Program as of December 31, 2006, prior to reduction for the cost of any survivor coverage.

(4) Two percent (2%) of the maximum monthly Primary Social Security benefit payable in 2007 (regardless of actual receipt) multiplied by the executive’s years of Part A or Part C credited service, determined as of December 31, 2006, under the Retirement Program.

(b) Regular Formula SERP benefits under this Article II, Section II shall be determined for all executive employees on the active rolls as of December 31, 2006. Those appointed to executive positions on or after January 1, 2007 are ineligible for SERP benefits under this Section.
(c) Executives must meet the eligibility and vesting requirements as set forth in Article II, Section I to be eligible for SERP benefits under this Article II, Section II.
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EXECUTIVE RETIREMENT PLAN

Article II, Section II. (d)

(d) The frozen monthly benefit determined under this Article II, Section II shall be an amount equal to two percent (2%) of average monthly base salary for the highest 60 of the 120 months immediately preceding January 1, 2007 (as described in Article II, Section II (f) below), multiplied by the years of credited service, determined as of December 31, 2006, used to determine the frozen Part B Supplementary benefit or the frozen benefit under the Account Balance Plan feature under Part C under the Retirement Program (hereinafter referred to as the “ABP”), less the sum of (1) all frozen accrued monthly benefits determined under the Retirement Program, prior to reduction for the cost of any survivor coverage, and BEP (if any), including the annuitized value of the frozen accrued ABP benefit (as described in Article II, Section II (g) below), (2) two percent (2%) of the monthly maximum Primary Social Security benefit payable in 2007 (regardless of actual receipt) multiplied by the executive’s years of Part A or Part C credited service, determined as of December 31, 2006, under the Retirement Program, and (3) any benefits payable under certain other GM-provided benefit programs, such as Extended Disability Benefits.

(e) The “Special Benefit” provided under the GM Health Care Program is not taken into account in determining the amount of any monthly SERP benefit payable under this Article II, Section II.

(f) For purposes of this Article II, Section II, average monthly base salary means the monthly average of base salary for the highest 60 of the

120 months immediately preceding January 1, 2007. For executives with less than 60 months of base salary history prior to January 1, 2007, the executive’s starting monthly base salary will be imputed for the number of months less than 60.

(g) For purposes of determining the SERP benefits under this Article II, Section II for executives with a length of service date on and after January 1, 2001 who participate in the ABP, the frozen ABP amount accrued as of December 31, 2006 shall be converted to an annuity for the purpose of offsetting this amount from the target SERP using the following methodology:
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EXECUTIVE RETIREMENT PLAN

Article II, Section II. (g) (1)

(1) First, credit the December 31, 2006 ABP account balance with interest credits until Normal Retirement Age (age 65) using the ABP crediting rate in effect as of December 31, 2006 to calculate a projected lump sum value at NRA.

(2) Second, convert the amount determined under (1) above to an annuity using the Retirement Program mortality table and the same ABP crediting rate used in Article II, Section II (g) (1) above as the discount rate.

a) Both the mortality table and the crediting rate will be those that were in effect under the Retirement Program as of December 31, 2006.

(3) Third, offset target frozen SERP with the annuitized amount determined under (2) above.

(h) For purposes of calculating the SERP benefits under this Article II, Section II, the SERP benefit amounts will not be increased due to any election regarding commencement of Retirement Program benefits on a reduced for early receipt basis.

(i) The monthly Social Security offset amount used in paragraph (d) of this Section shall be based upon the maximum 2007 monthly Primary Social Security benefit, regardless of the executive’s age as of January 1, 2007 or availability to him/her of a U. S. Social Security benefit. This Social Security offset amount shall not be changed for any subsequent Social Security increase.

(j) Any post-retirement increase under the Retirement Program does not reduce any monthly benefit payable under this Plan. For purposes of this subsection, adjustments to the IRC Section 415 limits are not considered post-retirement increases.
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EXECUTIVE RETIREMENT PLAN

Article II, Section III.	Calculation of Alternative Formula SERP Benefits for Credited Service Accrued Prior to January 1, 2007

(a) Alternative Formula SERP benefits determined under this Article II, Section III as in effect prior to January 1, 2007, shall be frozen as of December 31, 2006. The amount of the frozen benefits shall be calculated using the following factors:

(1) Part B or Part C Retirement Program credited service accrued as of December 31, 2006 (maximum 35 years).

(2) Average total direct compensation is the total of:

a) Average monthly base salary for the highest 60 of the 120 months immediately preceding January 1, 2007, as described in Article II, Section III (g) below, plus

b) Average monthly incentive compensation determined by dividing the total of the highest five of the ten years of annual incentive awards received for the period 1997 through 2006, as described in Article II, Section III (h) below, by 60.

(3) The sum of all frozen accrued monthly benefits determined under the Retirement Program as of December 31, 2006, prior to reduction for the cost of any survivor coverage.

(4) One hundred percent (100%) of the maximum monthly Primary Social Security benefit payable in 2007 (regardless of actual receipt).

(b) Alternative Formula SERP benefits under this Article II, Section IIl shall be determined for all executive employees on the active rolls as of December 31, 2006. Those appointed to executive positions on or after January 1, 2007 are ineligible for frozen Alternative Formula SERP benefits.
(c) Executives must meet the eligibility and vesting requirements as set forth in Article II, Section I to be eligible for SERP benefits under this Article II, Section III.

13

GENERAL MOTORS[image: ]

EXECUTIVE RETIREMENT PLAN

Article II, Section III. (d)

(d) The frozen monthly benefit determined under this Article II, Section IIl for an eligible retiring executive shall be the greater of the monthly benefit, if any, determined under either (1) the formula set forth in this Article II Section IIl or (2) the formula described in Article II, Section II.

(e) The frozen monthly benefit determined under this Article II, Section III will equal 1.5% of average total direct compensation (monthly base salary plus average monthly annual incentive compensation, as defined in Article II, Section III (g) and Article II, Section III (h) below), multiplied by the executive’s years of credited service (35-year maximum), determined as of December 31, 2006, used to determine the frozen Part B Supplementary benefits or the frozen ABP benefits, less the sum of (1) all frozen accrued monthly benefits determined under the Retirement Program, prior to reduction for the cost of any survivor coverage, and BEP (if any), including the annuitized value of any frozen accrued ABP benefit, (as described in Article II, Section III (i) below), (2) 100% of the maximum monthly Primary Social Security benefit payable in 2007 (regardless of executive’s age in January 2007 or availability to him/her of a U.S. Social Security benefit), and (3) any benefits payable under certain other GM-provided programs, such as Extended Disability.

(f) The “Special Benefit” provided under the GM Health Care Program is not taken into account in determining the amount of any monthly benefits payable under this Article II, Section III.

(g) For purposes of this Article II, Section III, average monthly base salary means the monthly average of base salary for the highest 60 of the

120 months immediately preceding January 1, 2007. For executives with less than 60 months of base salary history prior to January 1, 2007, the executive’s starting monthly base salary will be imputed for the number of months less than 60.
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EXECUTIVE RETIREMENT PLAN

Article II, Section III. (h)

(h) For purposes of this Article II, Section III, average monthly incentive compensation means an amount determined by dividing the total of the highest five of the ten years of annual incentive awards received for the period 1997 through 2006, by 60. For executives with less than five years of service as of December 31, 2006 or those appointed to executive status within the last five years, the average of annual incentive compensation awards paid for service through December 31, 2006 divided by the number of years since date of hire or date of appointment to December 31, 2006 shall be imputed for the number of years less than five. Each annual incentive award amount is the final award amount related to the performance period year for which it was awarded. For purposes of clarity, “annual incentive awards” means those payments under the Annual Incentive Plan. Moreover, neither Stock Performance Program awards, Stock Incentive Plan grants, Cash-Based Restricted Stock Unit awards nor any other form of incentive payment, are eligible for inclusion in determining a benefit under this Article II, Section III. Non-consecutive years within the 1997 through 2006 period may be used for determining the blended amount of average monthly (1) base salary, and (2) incentive compensation.

(i) For purposes of calculating the benefits under this Article II, Section III for executives with a length of service date on and after January 1, 2001 who participate in the ABP, the frozen ABP account balance accrued as of December 31, 2006 shall be converted to an annuity for the purpose of offsetting this amount from the frozen target Alternative Formula SERP using the following methodology:

(1) First, credit the December 31, 2006 ABP account balance with interest credits until Normal Retirement Age (age 65) using the ABP crediting rate in effect as of December 31, 2006 to calculate a projected lump sum value at NRA.
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EXECUTIVE RETIREMENT PLAN

Article II, Section III. (i) (2)

(2) Second, convert the amount determined under (1) above to an annuity using the Retirement Program mortality table and the same ABP crediting rate used in Article II, Section II (g) (1) as the discount rate.

a) Both the mortality table and the crediting rate will be those that were in effect under the Retirement Program as of December 31, 2006.

(3) Third, offset frozen target Alternative Formula SERP with the amount determined under (2) above.

(j) For purposes of calculating the SERP benefits under this Article II, Section III, the SERP benefit amounts will not be increased due to any election regarding commencement of Retirement Program benefits on a reduced for early receipt basis.

(k) The monthly Social Security offset amount used in paragraph (e) of this Section shall be based upon the maximum 2007 Primary Social Security benefit, regardless of the executive’s age as of January 1, 2007 or availability to him/her of a U. S. Social Security benefit. This Social Security offset amount shall not be changed for any subsequent Social Security increase.

(l) Any post-retirement increase under the Retirement Program does not reduce any monthly frozen Alternative Formula benefit that may become payable. For purposes of this subsection, adjustments to the IRC Section 415 limits are not considered post-retirement increases.

(m) General Motors Asset Management executives who on or after August 4, 2003 are transferred to GMAM or hired or promoted into executive status are ineligible for benefits under this Article II, Section III.
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EXECUTIVE RETIREMENT PLAN

	Article II, Section IV.
	Calculation of 1.25% Career Average Pay Benefits for Credited Service Accrued on and after January 1, 2007 for Executives

	
	With a Length of Service date Prior to January 1, 2001
	



(a) Effective for service on and after January 1, 2007, ERP benefits under this Article II, Section IV for Company, Promark, or Corporation Regular Active or Flexible Service U.S. executives, or U. S. International Service Personnel executives, with a length of service date prior to January 1, 2001 will be calculated using a 1.25% Career Average Pay formula as set forth in this Article II, Section IV.

(b) To be eligible for a 1.25% Career Average Pay ERP Benefit, an executive employee must:

(1) Be a Company, Promark, or Corporation Regular Active or Flexible Service U.S. executive, or U.S. International Service Personnel executive, on and after January 1, 2007 with a length of service date prior to January 1, 2001; and

(2) Be at work for Company, Promark, or Corporation on or after January 1, 2007; and

(3) Meet the eligibility and vesting requirements as set forth in Article II, Section I.

(c) Eligible executives will accrue benefits under this Article II, Section IV with respect to actual base salary and Annual Incentive Plan final awards received while an executive for service on and after January 1, 2007 equal to 1.25% of the total of base salary plus Annual Incentive Plan final awards received in excess of the compensation limit under IRC 401(a)(17) in effect for the Retirement Program. As benefits are specified on a career average pay basis, subsequent base salary increases will not impact the value of previously accrued benefits.

(1) Annual Incentive Plan final awards are defined as those paid with respect to annual incentive compensation performance periods commencing on and after January 1, 2007.

(2) Pro-rata annual incentive awards attributable to the year of retirement will not be used in the calculation of benefits under this Section.
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EXECUTIVE RETIREMENT PLAN

Article II, Section IV. (c) (3)

(3) General Motors Asset Management executives who on or after August 4, 2003 are transferred to GMAM or hired or promoted into executive status are ineligible for 1.25% Career Average Pay ERP benefits calculated with respect to annual incentive compensation.
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EXECUTIVE RETIREMENT PLAN

Article II, Section V.	Calculation of 4% Defined Contribution Benefits for Credited Service Accrued on and after January 1, 2007 for Executives With a Length of Service Date on or After January 1, 2001

(a) Effective for service on and after January 1, 2007, ERP benefits under this Article II, Section V for GM and Corporation Regular Active or Flexible Service U.S. executives, or U.S. International Service Personnel executives, with a length of service date on and after January 1, 2001 will be accumulated using a 4% defined contribution formula.

(b) To be eligible for the 4% defined contribution benefits under this Section, an executive employee must:

(1) Be a GM or Corporation Regular Active or Flexible Service U.S. executive, or U.S. International Service Personnel executive, with a length of service date on or after January 1, 2001; and

(2) Be at work for GM or the Corporation on or after January 1, 2007; and

(3) Meet the eligibility and vesting requirements as set forth in Article II, Section I.

(c) Eligible executives with a length of service date on and after January 1, 2001 will accrue benefits under this Article II, Section V with respect to actual base salary and Annual Incentive Plan final awards received while an executive for service on and after January 1, 2007 equal to 4% of the total of base salary plus Annual Incentive Plan final awards received in excess of the annual compensation limit under IRC 401(a)(17) in effect for the S-SPP. Once the total of base salary and eligible Annual Incentive Plan final awards received in any Plan Year exceed the compensation limit under IRC 401(a)(17) in effect for the S-SPP for that year, notional contributions shall be allocated each pay period into an unfunded defined contribution account maintained for each eligible executive on a book reserve basis.

(1) Annual Incentive Plan final awards are defined as those paid with respect to annual incentive compensation performance periods commencing on and after January 1, 2007.
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Article II, Section V. (c) (2)

(2) Pro-rata annual incentive awards attributable to the year of retirement will not be used in the calculation of benefits under this Section.

(3) General Motors Asset Management executives who on or after August 4, 2003 are transferred to GMAM or hired or promoted into executive status are ineligible for the 4% benefits calculated with respect to annual incentive compensation.

(d) The individual amounts for each eligible executive shall be an unfunded, notional defined contribution account that will be credited with earnings based on investment options as selected by the executive from the list below:

(1) Promark Income Fund

(2) Pyramis Strategic Balanced Commingled Pool

(3) SSgA Large Cap Index

(4) Fidelity Emerging Markets Fund

(5) Fidelity Contrafund

(6) Fidelity Diversified International Fund

Until such time as the executive makes an eligible investment choice, the executive’s account will be credited with earnings based on the Pyramis Strategic Balanced Commingled Pool. In the event any of the listed funds are discontinued, absent an election by the executive (if any), the notional amounts in such funds will be transferred to other funds designated by the Plan Administrator.
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Article II, Section VI. Payment of Benefits

(a) Payment of benefits determined pursuant to Article II, Section II, III, IV or V of this Plan, are payable in accordance with the provisions of Article II, Section VI (c) below effective the first day of the month following the employee’s separation from service.

(1) In the event of disability, as defined under IRC Section 409A, payment of benefits will commence from the first day of the month following twelve months of a Company approved disability leave of absence.

(2) Payment of benefits will commence not later than 90 days following separation from service or termination of disability leave of absence.

(b) The payment of benefits under this Plan shall be reduced, in an amount up to $5,000 per year, as repayment of amounts that a Participant owes GM or any subsidiary, for any reason, including but not limited to benefit overpayments, wage overpayments, and amounts due under all incentive compensation plans. The Participant will be relieved of liability in the amount of the reduction following the payment to the Company.

(c) Prior to payment, all vested Plan benefits, including any frozen SERP benefits, if applicable, will be converted to a five year monthly annuity form of payment.

(1) For retirements or death in service at or after age 60, the monthly value of benefits under the Plan shall be unreduced for early age receipt.

(2) For retirements commencing at age 55 to age 59 and 11 months, or death in service at or after age 55 and prior to age 60, the monthly value of any Plan benefits determined under Article II, Section IV, and any frozen SERP benefits determined under Article II, Section II or III for executives with a length of service date prior to January 1, 2001, shall be reduced for early age receipt prior to conversion to a five year monthly annuity form of payment. The defined contribution individual account plan benefits under Article II, Section V for executives with a length of service date on or after January 1, 2001 will be converted to a five year monthly annuity form of payment without applying an early age reduction.

21

GENERAL MOTORS[image: ]

EXECUTIVE RETIREMENT PLAN

Article II, Section VI. (c) (3)

(3) In the event of disability as defined in Article II, Section VI (a) (1) above, the monthly value of benefits under Article II of this Plan shall be unreduced for early age receipt and converted to a five year monthly annuity using the following methodology:

a) First, offset the lifetime monthly annuity value of benefits under this Article II by the amount of any Extended Disability Benefits (EDB) payable to age 65 to determine the amount of monthly ERP and frozen SERP payable to age 65, if any.

1) For this purpose, the conversion of any Article II, Section V ERP to a lifetime monthly annuity will use the discount rate specified in Article II, Section VI (c) (5) below in effect at the date of total and permanent disability retirement.

b) Second, convert the monthly value of benefits determined in Article II, Section VI (c) (3) a) above to a five year monthly annuity using age at effective date of total and permanent disability retirement.

c) Third, convert the lifetime monthly annuity value of benefits under this Article II payable from age 65 to a five year annuity using age 65 as the effective date of payment.

d) Fourth, add the five year annuity values calculated in Article II, Section VI (c) (3) (b) plus Article II, Section VI (c) (3) (c) above to determine the total amount of the five year annuity payment.

(4) Early receipt reduction factors will be identical to those used under the terms of the Retirement Program.
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Article II, Section VI. (c) (5)

(5) The conversion of the monthly value of any benefits determined under Article II, Section II, III and IV (after applying any reduction for early age receipt) to a five year annuity form of payment, shall be made using the July average of the 30-year U.S. Treasury Securities rate and the same mortality tables applicable under the Retirement Program at date of separation from service. The discount rate will be redetermined each year as the average of the 30-year U.S. Treasury Securities rate for the month of July and be effective for retirements commencing October 1 following each redetermination through September 30 of the succeeding year. The defined contribution benefits under Article II, Section V for executives with a length of service date on or after January 1, 2001, will not use a mortality table for the conversion to a five year annuity form of payment.

(6) Should the executive die during the five year annuity payment period, the remaining five year annuity payments will be converted to a one-time lump sum and paid to a beneficiary named at date of retirement. If the executive is married at date of retirement spousal consent will be required to name a beneficiary other than the spouse. If the primary beneficiary has predeceased the executive, any contingent beneficiaries designated for the executive’s Basic Group Life Insurance (as referred to herein, “Basic Group Life Insurance” includes any successor life insurance plan, including Group Variable Universal Life) will receive the lump sum payment. If more than one person is named as the eligible beneficiary for the executive’s Basic Group Life Insurance at date of death, the lump sum will be paid at the percentages designated for their respective interests as eligible beneficiaries of the executive’s Basic Group Life Insurance. If their respective interests are not specified, their interests shall be several and equal. If a non-living entity such as a trust is named as beneficiary, or the executive should have no living beneficiary, any remaining five year annuity payments will be converted to a one-time lump sum for final payment.
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Article II, Section VI. (c) (7)

(7) Should an executive who is vested pursuant to the provisions of Article II, Section I die during active service with GM, any five year annuity benefits payable under Article II, Section VI (c) (1) and Article II, Section VI (c) (2) will be converted to a one-time lump sum and paid to the executive’s surviving spouse. If the executive is not married at date of death, the person designated as primary beneficiary for the executive’s Basic Life Insurance will receive the lump sum payment. If the primary beneficiary has predeceased the executive any contingent beneficiaries designated for the executive’s Basic Group Life Insurance will receive the lump sum payment. If more than one person is named as the eligible beneficiary for the executive’s Basic Group Life Insurance at date of death, the lump sum will be paid at the percentages designated for their respective interests as eligible beneficiaries of the executive’s Basic Group Life Insurance. If their respective interests are not specified, their interests shall be several and equal. If a non-living entity such as a trust is named as beneficiary, or the executive should have no living beneficiary, the five year annuity payments will be converted to a lump sum for final payment.

(8) The obligation to provide benefits under this Article II shall cease at the end of the five year annuity period or upon payment of a present value lump sum to multiple named beneficiaries, a trust or to the executive’s estate as described in Article II, Section VI (c) (6) and Article II, Section VI (c) (7) above.
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Article II, Section VI. (c) (9)

(9) The Plan benefits under this Article II for active executives who were age 62 and above as of December 31, 2004 with a minimum of 10 years Part B or Part C credited service under the Retirement Program are grandfathered for benefit amounts accrued and vested through December 31, 2004, in accordance with IRC Section 409A, under the terms of the Plan in effect prior to January 1, 2007. Benefit amounts accrued and vested after December 31, 2004 for such grandfathered executives are payable only as a lifetime monthly annuity. Such grandfathered executives are not eligible for the five year annuity form of payment.
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Article III. Benefit Equalization Plan

Article III, Section I. Eligibility and Vesting

(a) Eligibility to participate in this Article III shall be limited solely to those active executive level or separated executive level employees, or the designated beneficiaries of such active executive level or separated executive level employees, whose aggregate contributions and benefits under the S-SPP are in excess of the maximum limitations on compensation, contributions and benefits imposed by Sections 401(a)(17) and/or 415 of the Code.

(b) For purposes of this Article III, the terms “designated beneficiary” or “designated beneficiaries” shall include surviving spouses and contingent beneficiaries. The term “Participant” shall refer to an eligible active executive level employee or a former executive level employee who has separated from service and is otherwise eligible for benefits under this Article III.

(c) Eligible executives were immediately vested in any benefits accrued under Article III, Section II (a) prior to January 1, 2007.

(d) Eligible executives will become vested in any benefits accrued on and after January 1, 2007 under Article III Section II (a) upon their attainment of age 55 with a minimum of 10 years’ credited service. For this purpose, credited service is as defined in the S-SPP.
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Article III, Section II. Amount of Benefits

(a) An executive level employee who is eligible to participate in this Article III, or the designated beneficiary of such a deceased executive level employee who was eligible to participate in this Article III, shall be eligible to receive the value of the assets that would have been purchased with, if any, GM S-SPP matching contribution amounts and the S-SPP 1% GM Benefit Contribution, if eligible, plus related earnings on such assets, set forth in Article III, Section II (b) below, but for the maximum benefit limitations imposed under Section 415(c) of the Code and maximum compensation limits imposed under Section 401(a)(17) of the Code. The portion of the Plan that provides benefits in the event the maximum compensation limits under Section 401(a)(17) of the Code apply is an unfunded plan for the purpose of providing deferred compensation for a select group of management or highly compensated employees. The value of assets described in this Article III, Section II (a) shall be separately accounted for each employee or designated beneficiary.
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Article III, Section II (b)

(b) Prior to April 1, 2007 earnings on the unfunded, notional account assets were valued as though such amounts had been invested in the GM $1- 2/3 par value Common Stock Fund under the S-SPP. Effective April 1, 2007 the value of the assets for each eligible executive shall be maintained in an unfunded, notional account that will be credited with earnings based on investment options as selected by the executive from the list below.

(1) Promark Income Fund

(2) Pyramis Strategic Balanced Commingled Pool

(3) SSgA Large Cap Index

(4) Fidelity Emerging Markets Fund

(5) Fidelity Contrafund

(6) Fidelity Diversified International Fund

Commencing effective April 1, 2007, until such time as the executive makes an eligible investment choice, the executive’s account will be credited with earnings based on the Pyramis Strategic Balanced Commingled Pool. In the event any of the listed funds are discontinued, absent an election by the executive (if any), the notional amounts in such funds and future contributions that were designated for that fund will be transferred to the fund that such option is mapped to by the S-SPP.
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Article III, Section III. Payment of Benefits

(a) For assets accrued and vested on or before December 31, 2004, payment of benefits in the amount determined pursuant to Article III, Section II

(a) for separations prior to January 1, 2007, shall be payable to the Participant in a lump-sum amount on the earlier of the Participant’s request or as soon as practicable following such Participant’s total distribution of their S-SPP account. Such distributions will be based on the market value on the Business Day on which the request is received or the day in which the participant’s S-SPP account is totally distributed, as confirmed by the GM Benefits & Services Center provided that the request is received or the S-SPP account is totally distributed before the close of business of the New York Stock Exchange (NYSE), normally 4:00 p.m. (EST). A withdrawal request received and confirmed by the GM Benefits & Services Center after the close of business of the NYSE, or on a weekend or holiday observed by the NYSE, will be based on the market value on the next Business Day.

(b) For separations on and after January 1, 2007, payment of vested plan benefits, in the amount determined pursuant to Article III, Section II (a) will be converted to a five year monthly annuity form of payment.

1) Conversion of the account value at date of separation to a five year annuity will use the same discount rate applicable under Article II, Section VI (c) (5) at date of separation from service.

2) If the separated executive is eligible for payment of Executive Retirement Plan (ERP) benefits under Article II, payable as a five year annuity, payment of benefits as a five year annuity under this Article III will be combined with and paid coincident with ERP payments under Article II.
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Article III, Section III. (c)

(c) The payment of benefits under Article III, Section III (a), and (b) above shall be reduced in an amount up to $5,000 per year as repayment of amounts that a Participant owes GM or any subsidiary, for any reason, including benefit overpayments, wage overpayments, and amounts due under all incentive compensation plans. The Participant will be relieved of liability in the amount of the reduction following the payment to the Company.
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Article IV. Other Matters

Article IV, Section I. Amendment, Modification, Suspension, or Termination by Company

(a) The Company reserves the right, by and through the Executive Compensation Committee of the General Motors Company Board of Directors or its delegate, to amend, modify, suspend, or terminate this Plan in whole or in part, at any time. No oral statements can change the terms of this Plan. This Plan can only be amended, in writing, by the Board of Directors, the Executive Compensation Committee, or an appropriate individual or committee as designated by the Board of Directors or Executive Compensation Committee. The Company shall not terminate the Plan if such termination would result in tax and penalties under Section 409A of the Code, unless the Company acknowledges in writing that one of the results of a termination will be tax and penalties under the Code. Absent an express delegation of authority from the Board of Directors or the Executive Compensation Committee, no one has the authority to commit the Company to any benefit or benefits provision not provided for under this Plan or to change the eligibility criteria or other provisions of this Plan.

(b) The Company may, from time-to-time and in its sole discretion, adopt limited early retirement provisions to provide retirements (i) during a specified period of time, (ii) at a specified level of benefits, and (iii) for identified executive employees. Any such early retirement provisions relating to the Plan that may be adopted by the Company are made a part of this Plan as though set out fully herein.

(c) The Company may, from time-to-time and in its sole discretion, adjust the amount of an executive’s credited service used to determine the benefits under this Plan, or the amount of benefits payable to an executive under this Plan.
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Article IV Section II, Special Rules

(a) Notwithstanding any provision of this Plan, no elections, modifications or distributions will be allowed or implemented if they would cause an otherwise eligible Participant to be subject to tax (including interest and penalties) under Section 409A of the Code, unless the Committee specifies in writing that such elections, modifications or distributions shall be made notwithstanding the impact of such tax (e.g. court order, adverse business conditions).

(b) Specified employees, as defined by IRC 409A, will have a six month waiting period (or, if earlier, the date of death) before commencement of payment of any Plan benefits payable on account of a separation from service. During the six month waiting period, all amounts payable under this Plan will accumulate without interest and be paid effective with the seventh monthly payment.

(c) If at the time of separation from service the present value of all benefits under the Plan is less than the dollar limit under Section 402(g) of the Code as adjusted by the Secretary of the Treasury ($16,500 for 2010) such amount shall be paid in a lump sum within 90 days of such separation.

(d) Notwithstanding the provisions of the Plan to the contrary, under the provisions of Treasury Regulation Section 1.409A-3(j) benefits may be paid prior to the applicable payment date in the following events:

1) Pursuant to the terms of a Qualified Domestic Relations Order, as defined in Section 414(p) of the Code;

2) To comply with an ethics agreement with the federal government, or to avoid a violation any domestic or foreign ethics law or conflicts law;

3) To satisfy any Federal Insurance Contributions Act (FICA) tax obligations;

4) To pay the Participant an amount required to be included in income due to a failure of the Plan to comply with Section 409A of the Code;

5) Upon termination of the Plan;

6) To pay state, local or foreign taxes arising from participation in the Plan; and
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Article IV Section II, (d) (7)

7) To settle a bona fide dispute as to a Participant’s right to a Plan distribution.

(e) Effective May 1, 2009 monthly benefits payable under Article II, Section VI shall be reduced by 10% on a temporary basis;

1) For Participants receiving lifetime monthly annuity benefits, including those retired prior to January 1, 2007 and grandfathered executives referred to in Article II Section VI (c) (9), the 10% reduction shall be applied to the amount of monthly benefits in pay status as of April 2009.

2) For Participants receiving five year monthly annuity benefits under this subsection (e), 10% of the life annuity value prior to its conversion to a five year annuity will be subtracted from the five year annuity that would otherwise be payable.

(f) Effective June 1, 2009 the amount of monthly benefits payable is limited to $8,000, on a temporary basis.

1) For Participants receiving lifetime monthly annuity benefits, the $8,000 monthly limit is applied to the amount of monthly benefits payable after imposition of the 10% reduction referred to in subsection (f).

2) For Participants receiving five year monthly annuity benefits, first reduce the life annuity prior to conversion to a five year annuity by 10% as referred to in Article IV, Section II, (e) (2). Next, if the remaining life annuity exceeds $8,000 per month, further reduce the five year annuity that would be otherwise payable by the difference between the 10% reduced life annuity and $8,000.
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Article IV Section II, (g)

(g) In the event of a sale of assets under Section 363 the Bankruptcy Code and the assumption of this Plan by General Motors LLC, the temporary 10% reduction under subsection (e) shall become permanent. In addition, for executive retirees who have a combined tax-qualified SRP plus non-qualified benefit under this Plan in excess of $100,000 per annum on a life annuity basis, the amount of benefits under this Plan over the combined $100,000 per annum threshold shall be reduced by 2/3rds.

1) For the purpose of determining the $100,000 threshold for Participants receiving monthly life annuity benefits, such determination shall be made after the reduction of the monthly benefit for the cost of any survivor option.

2) For the purpose of determining the $100,000 threshold convert any five year annuity form of payment to a life annuity. After application of any reduction described in Article IV Section II (g) above, convert the remaining life annuity back to a five year annuity for continued payment using the same five year annuity conversion factors as applied at original benefit commencement date.

(h) In the event of a sale of assets under Section 363 the Bankruptcy Code and the assumption of this Plan by General Motors LLC as of the date of such sale, the monthly benefits accrued by active executive employees under Article II, Sections II, III and IV shall be frozen and reduced by 10%. Future benefit accruals for executive employees following the date of sale shall be determined under Article II, Sections IV and V.

Notwithstanding the above, other than suspension or forfeiture as set forth in Article I, Section IV (b) with respect to any benefits that are vested or in payment pursuant to the terms of this Plan, the prior Benefit Equalization Plan or the prior Supplemental Executive Retirement Program (SERP), no amendment, modification, suspension, or termination may reduce the vested rights or benefits of participants under this Plan, including benefits being provided to current executive retirees or their surviving spouse, without the participant’s, retiree’s, or surviving spouse’s written permission, unless such amendment, modification, suspension or termination is required by law.
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Article IV, Section III. Claim Denial Procedures

This sets forth the mandatory, exclusive appeal procedure. The Plan Administrator will provide adequate notice, in writing, to any Participant or beneficiary whose claim for benefits under the Plan has been denied, setting forth the specific reasons for such denial. The Participant or beneficiary will be given an opportunity for a full and fair review of a decision by the Plan Administrator denying a claim for benefits. An appeal may be filed with the Executive Compensation Committee of the Board of Directors, which has been delegated final discretionary authority to construe, interpret, apply, and administer the Plan. Such appeal to the Executive Compensation Committee must be filed, in writing, within 60 days from the date of the written decision from the Plan Administrator denying the claim for benefits. Such an appeal may be initiated by forwarding the request to General Motors LLC, 300 Renaissance Center, Mail Code 482-C32-C61, P.O. Box 300, Detroit, Michigan 48265-3000. As a part of this review, the Participant or beneficiary must submit any written comments that may support their position. The Executive Compensation Committee shall be the final review authority with respect to appeals, and its decision shall be final and binding upon the Company and the participant or beneficiary.

Article IV, Section IV. Service of Legal Process

Service of legal process on General Motors LLC may be made at any office of the CT Corporation. The CT Corporation, which maintains offices in 50 states, is the statutory agent for services of legal process on General Motors LLC. The procedure for making such service generally is known to practicing attorneys. Services of legal process also may be made upon General Motors LLC, 400 Renaissance Center, Mail Code 482-038-210, Detroit, Michigan 48265-4000.
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Article IV, Section V. Named Fiduciary

The Executive Compensation Committee of the General Motors Company Board of Directors shall be the Named Fiduciary with respect to the Plan. The Executive Compensation Committee may delegate authority to carry out such of its responsibilities, as it deems proper, to the extent permitted by ERISA.

Article IV, Section VI. Non-Assignability

It is a condition of this Plan, and all rights of each Participant shall be subject thereto, that to the full extent permissible by law no right or interest of any Participant in this Plan or in his or her account shall be assignable or transferable, in whole or in part, either directly or by operation of law or otherwise, including, but not by way of limitation, execution, levy, garnishment, attachment, pledge, bankruptcy, or in any other manner, and further excluding devolution by death or mental incompetence. No right or interest of any Participant in this Plan or in their account shall be liable for, or subject to, any obligation or liability of such Participant except as provided in Article II, Section VI (b).
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Exhibit 31.1

CERTIFICATION

I, Edward E. Whitacre, Jr., certify that:

1. I have reviewed this quarterly report for the period ended March 31, 2010 on Form 10-Q of General Motors Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/	EDWARD E. WHITACRE, JR.
[image: ]

Edward E. Whitacre, Jr.

Chairman and Chief Executive Officer

Date: May 17, 2010

Exhibit 31.2

CERTIFICATION

I, Christopher P. Liddell, certify that:

1. I have reviewed this quarterly report for the period ended March 31, 2010 on Form 10-Q of General Motors Company;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/	CHRISTOPHER P. LIDDELL
[image: ]

Christopher P. Liddell

Vice Chairman and Chief Financial Officer

Date: May 17, 2010

Exhibit 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of General Motors Company (the “Company”) on Form 10-Q for the period ended March 31, 2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Edward E. Whitacre, Jr., Chairman and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/	EDWARD E. WHITACRE, JR.
[image: ]

Edward E. Whitacre, Jr.

Chairman and Chief Executive Officer

Date: May 17, 2010

Exhibit 32.2

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of General Motors Company (the “Company”) on Form 10-Q for the period ended March 31, 2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Christopher P. Liddell, Vice Chairman and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/	CHRISTOPHER P. LIDDELL
[image: ]

Christopher P. Liddell

Vice Chairman and Chief Financial Officer

Date: May 17, 2010
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