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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2005
OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 1-14787
DELPHI CORPORATION
(Exact name of registrant as specified in its charter)

Delaware 38-3430473
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

5725 Delphi Drive, Troy, Michigan 48098
(Address of principal executive offices) (Zip Code)

(248) 813-2000
Registrant s telephone number, including area code
Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act:
Title of class

Common Stock, $0.01 par value per share (including the associated Preferred Share Purchase Rights)
61/2 % senior notes due May 1, 2009
71/8 % debentures due May 1, 2029
81/4 % Cumulative Trust Preferred Stock of Delphi Trust I
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yeso Nop
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yeso Nop
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past
90 days. Yeso Nop
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. Yes p Noo
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated

filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.
Large accelerated filer p. Accelerated filer o. Non-accelerated filer. o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act). Yeso No p

As of June 30, 2005, the aggregate market value of the registrant s Common Stock, $0.01 par value per share, held
by non-affiliates of the registrant was approximately $2.6 billion. The closing price of the Common Stock on June 30,
2005 as reported on the New York Stock Exchange was $4.65 per share. As of June 30, 2005, the number of shares
outstanding of the registrant s Common Stock was 561,415,901 shares. On November 11, 2005, the New York Stock
Exchange delisted the Common Stock, see Item 5. Market for Registrant s Common Equity, Related Stockholder
Matters and Issuer Purchases of Equity Securities in this Annual Report for additional information on this matter.

The number of shares outstanding of the registrant s common stock, $0.01 par value per share as of May 31, 2006
was 561,781,590.

DOCUMENTS INCORPORATED BY REFERENCE
Not applicable.
Website Access to Company s Reports

Delphi s internet website address is www.delphi.com. Our Annual Reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to section 13(a)
or 15(d) of the Exchange Act are available free of charge through our website as soon as reasonably practicable after
they are electronically filed with, or furnished to, the Securities and Exchange Commission.
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PART I
DELPHI CORPORATION

ITEM BUSINESS
1.

As further described below, Delphi Corporation ( Delphi or the Company ) and certain of its United States ( U.S. )
subsidiaries filed voluntary petitions for reorganization relief under chapter 11 of the United States Bankruptcy Code
( Bankruptcy Code ) in the United States Bankruptcy Court for the Southern District of New York (the Court ) and are
currently operating as debtors-in-possession under the jurisdiction of the Court and in accordance with the applicable
provisions of the Bankruptcy Code and orders of the Court. Delphi s non-U.S. subsidiaries were not included in the
filings, will continue their business operations without supervision from the U.S. court and will not be subject to the
requirements of the Bankruptcy Code.
Overview. Delphi has become a leading global technology innovator with significant engineering resources and
technical competencies in a variety of disciplines. Delphi was incorporated in 1998 in contemplation of our separation
from General Motors Corporation ( GM ) in 1999 (the Separation ). Today, the Company is one of the largest global
suppliers of vehicle electronics, transportation components, integrated systems and modules and other electronic
technology. Technology developed and products manufactured by Delphi are changing the way drivers interact with
their vehicles. Delphi is a leader in the breadth and depth of technology to help make cars and trucks smarter, safer
and better. The Company supplies products to nearly every major global automotive original equipment manufacturer.

In addition, Delphi has diversified its customer base by taking advantage of its technological and manufacturing
core competencies. Delphi is making increasingly significant contributions in communications (including telematics),
computers, automotive aftermarket, consumer electronics, energy and the medical devices industry.

We have extensive technical expertise in a broad range of product lines and strong systems integration skills,
which enable us to provide comprehensive, systems-based solutions to vehicle manufacturers ( VMs ). We have
established an expansive global presence, with a network of manufacturing sites, technical centers, sales offices and
joint ventures located in every major region of the world. During 2005, we operated our business along three reporting
segments that are grouped on the basis of similar product, market and operating factors:

Dynamics, Propulsion, Thermal & Interior Sector, which includes selected businesses from our energy and
engine management systems, chassis, steering and thermal systems and interior product lines.

Electrical, Electronics & Safety Sector, which includes selected businesses from our automotive electronics,
audio, consumer and aftermarket products, communication systems, safety and power and signal distribution
systems product lines.

Automotive Holdings Group, which is comprised of select product lines and plant sites that do not meet our
targets for net income or other financial metrics, allowing for consistent and targeted management focus on
finding solutions to these businesses.
Chapter 11 Cases. Delphi Corporation and certain of its U.S. subsidiaries filed voluntary petitions for reorganization
relief under chapter 11 of the Bankruptcy Code, in the United States Bankruptcy Court for the Southern District of
New York and are currently operating as debtors-in-possession . The following discussion provides general
background information regarding our chapter 11 cases as relevant to the consolidated financial statements of Delphi
and its subsidiaries and is not intended to be an exhaustive summary.

Additional information on Delphi s filing under the Bankruptcy Code, including access to Court documents and
other general information about the chapter 11 cases, is available online at www.delphidocket.com. Financial
information available on that website generally is prepared according to requirements of federal bankruptcy law.
While such financial information accurately reflects information
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required under federal bankruptcy law, such information may be unconsolidated, unaudited, and prepared in a format
different from that used in Delphi s consolidated financial statements prepared in accordance with generally accepted
accounting principles in the United States of America ( U.S. GAAP ) and filed under the U.S. securities laws.
Moreover, the materials filed with the Court are not prepared for the purpose of providing a basis for an investment
decision relating to Delphi s stock or debt or for comparison with other financial information filed with the U.S.
Securities and Exchange Commission ( SEC ).
Commencement of Cases

On October 8, 2005 (the Petition Date ), Delphi and certain of its U.S. subsidiaries (the Initial Filers ) filed
voluntary petitions for reorganization relief under chapter 11 of the Bankruptcy Code, and on October 14, 2005, three
additional U.S. subsidiaries of Delphi (together with the Initial Filers, collectively, the Debtors ) filed voluntary
petitions for reorganization relief under the Bankruptcy Code (collectively, the Debtors October 8, 2005 and
October 14, 2005 filings are referred to herein as the Chapter 11 Filings ). The Court is jointly administering these
cases as In re Delphi Corporation, et al., Case No. 05-44481 (RDD).

Delphi s non-U.S. subsidiaries were not included in the filings, continue their business operations without
supervision from the Court and are not subject to the requirements of the Bankruptcy Code.

Court Orders

First Day and Other Operational Orders. Since the commencement of the cases, a number of orders have been
entered by the Court intended to generally stabilize the Debtors operations and allow the Debtors to operate
substantially in the ordinary course of business. These orders, certain of which were approved on an interim basis
subject to a final hearing before the Court, covered, among other things:

Human capital obligations, permitting payment of wages and other employee obligations and the continuation of
employee and retiree benefit programs;

Supplier relations, permitting payment programs intended to address the requirements of Delphi s
financially-stressed vendors in order to secure those vendors post-petition performance, to avoid unnecessary
disruption of Delphi s businesses;

Customer relations, authorizing, but not directing, the Company to honor prepetition obligations to customers,
including the Company s prepetition warranty programs and otherwise to continue customer programs in the
ordinary course of business;

Business operations, permitting payments to certain shippers, warehousemen and contractors;

Cash management, permitting maintenance of bank accounts and cash management systems and allowing certain
investments; and

Retention of certain professional service providers.

On October 28, 2005, the Court entered an order granting Delphi s request for $2 billion in senior secured
debtor-in-possession (  DIP ) financing being provided by a group of lenders led by JPMorgan Chase Bank and
Citigroup Global Markets, Inc. The Court also approved an adequate protection package for Delphi s outstanding
$2.5 billion prepetition secured indebtedness under its prepetition credit facility. The proceeds of the DIP financing
together with cash generated from daily operations and cash on hand are being used to fund post-petition operating
expenses, including supplier obligations and employee wages, salaries and benefits. Refer to Item 7. Management s
Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources in this
Annual Report for further details on Delphi s sources and uses of liquidity and for a more detailed description of the
terms of Delphi s DIP financing.

Trading Order. On January 6, 2006, the Court approved a motion to restrict, in certain circumstances and subject
to certain terms and conditions, trading in securities and claims of Delphi by persons who would acquire, or dispose
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certain circumstances and subject to certain terms and conditions, substantial holders of indebtedness of the Debtors to
dispose of such indebtedness. This order was intended to preserve the availability of the benefit of certain tax
attributes of the Debtors.

Key Employee Compensation Program. On February 17, 2006, the Court entered a final order for a Key Employee
Compensation Program ( KECP ) granting the motion of the Debtors to implement an at risk incentive plan (the Final
Revised AIP ) for the period commencing on January 1, 2006 and continuing through June 30, 2006 (the Performance
Period ). The Final Revised AIP applies to approximately 460 individuals holding executive positions with Delphi or
one of its affiliated Debtors in the U.S. during the Performance Period (such persons, the Executives ). Delphi s current
Chairman and CEO has voluntarily excluded himself from participating in the KECP. The Final Revised AIP provides
the opportunity for at risk incentive payments to the Executives provided that certain corporate and divisional targets
are met. Additionally, an incentive plan mirroring the Final Revised AIP will apply to approximately 100 individuals
holding executive positions at non-Debtor subsidiaries of Delphi. The portion of the KECP relating to annual
incentive plans beyond June 30, 2006 and proposed cash and equity incentive emergence awards is currently
scheduled to be heard at the July omnibus hearing. In conjunction with the approval of the Final Revised AIP, certain
incentive compensation plans previously in place for Delphi executives were cancelled resulting in the reduction of
accruals for incentive compensation in the first quarter of 2006.

Committees

On October 17, 2005, the Court formed a committee of unsecured creditors in the chapter 11 cases (the Creditors
Committee ). On April 28, 2006, the U.S. Trustee, acting pursuant to the Court s order issued March 30, 2006, formed
an equity committee, consisting of two investment management funds and five individual shareholders, to represent
holders of Delphi s common stock in the chapter 11 cases (the Equity Committee ). On May 11, 2006, the U.S. Trustee
amended the Equity Committee to consist of three investment management funds and four individual shareholders.
However, the Court in its order directing the formation of an Equity Committee held that the Equity Committee
should not inject itself into negotiations between or among the Debtors, the unions and GM, and further provided that
the Court will entertain motions to disband the Equity Committee if the Debtors appear to be hopelessly insolvent or
in certain other circumstances. There can be no assurance that the Creditors Committee or the Equity Committee will
support the Debtors positions or the Debtors plan of reorganization and any disagreements between the Creditors
Committee or the Equity Committee and the Debtors could protract the chapter 11 process, hinder the Debtors ability
to operate during the chapter 11 process and delay the Debtors emergence from chapter 11.

Activity Throughout Duration of Chapter 11 Cases

Status of Operations. The Debtors continue to operate their businesses as debtors-in-possession under the
jurisdiction of the Court and in accordance with the applicable provisions of the Bankruptcy Code, the Federal Rules
of Bankruptcy Procedure and Court orders. In general, as debtors-in-possession, the Debtors are authorized under
chapter 11 to continue to operate as an ongoing business, but may not engage in transactions outside the ordinary
course of business without the prior approval of the Court. All vendors are being paid for all goods furnished and
services provided in the ordinary course of business after the Petition Date.

Treatment of Prepetition Claims. Under section 362 of the Bankruptcy Code, actions to collect most of the
Debtors prepetition liabilities, including payments owing to vendors in respect of goods furnished and services
provided prior to the Petition Date, are automatically stayed and other contractual obligations of the Debtors generally
may not be enforced. Shortly after the Petition Date, the Debtors began notifying all known actual or potential
creditors of the Debtors for the purpose of identifying all prepetition claims against the Debtors. The Chapter 11
Filings triggered defaults on substantially all debt obligations of the Debtors. The stay of proceedings provisions of
section 362 of the Bankruptcy Code, however, also apply to actions to collect prepetition indebtedness or to exercise
control over the property of the Debtors estate in
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respect of such defaults. The rights of and ultimate payments by the Debtors under prepetition obligations will be
addressed in any plan of reorganization and may be substantially altered. This could result in unsecured claims being
compromised at less, and possibly substantially less, than 100% of their face value. For additional information, refer
to Note 12, Liabilities Subject to Compromise of the consolidated financial statements in this Annual Report.

Contract Rejection and Assumption Process. Section 365 of the Bankruptcy Code permits the Debtors to assume,
assume and assign, or reject certain prepetition executory contracts subject to the approval of the Court and certain
other conditions. Rejection constitutes a court-authorized breach of the contract in question and, subject to certain
exceptions, relieves the Debtors of their future obligations under such contract but creates a deemed prepetition claim
for damages caused by such breach or rejection. Parties whose contracts are rejected may file claims against the
rejecting Debtor for damages. Generally, the assumption, or assumption and assignment, of an executory contract
requires the Debtors to cure all prior defaults under such executory contract and to provide adequate assurance of
future performance. In this regard, Delphi expects that additional liabilities subject to compromise and resolution in
the chapter 11 cases may arise as a result of damage claims created by the Debtors rejection of executory contracts.
Conversely, Delphi would expect that the assumption of certain executory contracts may convert existing liabilities
shown as subject to compromise to liabilities not subject to compromise in future financial statements. Due to the
uncertain nature of many of the potential claims, Delphi is unable to project the magnitude of such claims with any
degree of certainty at this time.

Over 11,000 contracts for the supply of goods to the Company s manufacturing operations were scheduled to
expire by December 31, 2005. In order to provide an alternative mechanism to extend those contracts for the supply of
sole-sourced goods required by the Company following expiration, avoid interruption of automotive parts
manufacturing operations, and systematically address the large number of contracts expiring at the end of 2005 and
throughout 2006, the Company requested and was granted authority by the Court to assume certain contracts on a
limited, focused, and narrowly-tailored basis. To date, the Company has been able to extend nearly all of its expiring
supplier contracts in the ordinary course of business and has made use of the provisions of the Court order as
circumstances have warranted.

Transformation Plan. On March 31, 2006, the Debtors announced their transformation plan. On the same date,
Delphi initiated a dual track process to reject its collective bargaining agreements and certain unprofitable contracts
with GM, while at the same time continuing discussions with its labor unions and GM. On the same date, the Debtors
filed a motion with the Court seeking authority to reject certain customer contracts with GM. The initial GM contract
rejection motion covers approximately half of the North American annual purchase volume revenue from GM. The
initial GM contract rejection motion is not scheduled to be heard by the Court until at least August 15, 2006. On
March 31, 2006, the Company also delivered a letter to GM initiating a process to reset the terms and conditions of
more than 400 commercial agreements that expired between October 1, 2005 and March 31, 2006. To date, the
Company has not unilaterally revised the terms and conditions on which it has been providing interim supply of parts
to GM in connection with the expired contracts or filed additional contract rejection motions. The Company also filed
a motion to reject certain collective bargaining agreements and to modify certain retiree benefits. A hearing on the
motion was held throughout May 2006, continued into June, and has been adjourned until August 11, 2006.

Potential Divestitures, Consolidations and Wind-Downs. As part of the transformation plan, Delphi identified
non-core product lines and manufacturing sites that do not fit into Delphi s future strategic framework, which it is
seeking to sell or wind-down. Any sale or wind-down process is being conducted in consultation with the Company s
customers, unions and other stakeholders to carefully manage the transition of affected product lines. The disposition
of any U.S. operations is also being accomplished in accordance with the requirements of the Bankruptcy Code and
labor contracts as applicable. The Company also has begun consultations with the works councils in accordance with
applicable laws regarding any sale or wind-down of affected manufacturing sites in Europe. Non-core product lines
include brake and chassis systems, catalysts, cockpits and instrument panels, door modules and latches, ride dynamics,
steering and wheel bearings. The Company continually evaluates its product portfolio and could retain or exit certain
businesses
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depending on market forces or cost structure changes. The Company intends to sell or wind-down non-core product
lines and manufacturing sites by January 1, 2008. Delphi has also begun discussions with certain governmental
agencies whose policies could help improve the competitiveness of plants and product lines regardless of whether they
are being retained or offered for sale.

Case Resolution

Exclusivity. Under the Bankruptcy Code, the Debtors have the exclusive right for 120 days from the date of the
filing to file a plan of reorganization and 60 additional days to obtain necessary acceptances. Such periods may be
extended by the Court. At the Debtors request, the Court extended the period for filing a plan to August 5, 2006 and
the period for obtaining necessary acceptances to October 4, 2006. On June 19, 2006, the Court further extended the
period for filing a plan of reorganization to February 1, 2007 and the period for obtaining necessary acceptances to
April 2, 2007. We may request additional extensions. If the Debtors exclusivity period lapses, any party in interest
may file a plan of reorganization for the Debtors.

Proofs of Claim. On April 12, 2006, the Court entered an order establishing July 31, 2006 as the bar date. The bar
date is the date by which claims against the Debtors arising prior to the Debtors chapter 11 filings must be filed if the
claimants wish to receive any distribution in the chapter 11 cases. On April 17, 2006, the Debtors commenced
notification, including publication, to all known actual and potential creditors informing them of the bar date and the
required procedures with respect to the filing of proofs of claim with the Court. Any differences between claim
amounts listed by the Debtors in their Schedules of Assets and Liabilities (as amended) and claims filed by creditors
will be investigated and, if necessary, the Court will make the final determination as to the amount, nature, and
validity of claims.

Plan of Reorganization Generally; Impact of Reorganization. After a plan of reorganization has been filed with
the Court, the plan, along with a disclosure statement approved by the Court, will be sent to all creditors, equity
holders and parties in interest. Following the solicitation period, the Court will consider whether to confirm the plan.
In addition to being voted on by holders of impaired claims and equity interests, a plan of reorganization must satisfy
certain requirements of the Bankruptcy Code and must be approved, or confirmed, by the Court in order to become
effective. Under certain circumstances, the Court may confirm a plan even if such plan has not been accepted by all
impaired classes of claims and equity interests. A class of claims or an equity interest that does not receive or retain
any property under the plan on account of such claims or interests is deemed to have voted to reject the plan. The
precise requirements and evidentiary showing for confirming a plan notwithstanding its rejection by one or more
impaired classes of claims or equity interests depends upon a number of factors, including the status and seniority of
the claims or equity interests in the rejecting class, i.e., secured claims or unsecured claims, subordinated or senior
claims, preferred or common stock.

As a result of the Chapter 11 Filings, realization of assets and liquidation of liabilities are subject to uncertainty.
Further, a plan of reorganization could materially change the amounts and classifications reported in the consolidated
financial statements, which do not give effect to any adjustments to the carrying value of assets or amounts of
liabilities that might be necessary as a consequence of confirmation of a plan of reorganization.

Under the priority scheme established by the Bankruptcy Code, unless creditors agree otherwise, post-petition
liabilities and prepetition liabilities must be satisfied in full before shareholders are entitled to receive any distribution
or retain any property under a plan of reorganization. The ultimate recovery to creditors and/or shareholders, if any,
will not be determined until confirmation of a plan of reorganization. No assurance can be given as to what values, if
any, will be ascribed in the chapter 11 cases to each of these constituencies or what types or amounts of distributions,
if any, they would receive. In addition, as Delphi executes its transformation plan through the chapter 11 process, it
will likely incur additional prepetition claims as collective bargaining agreements, executory contracts, retiree health
benefits and pension plans, and the other liabilities of the Company are addressed and resolved to maximize
stakeholder value going forward.
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A plan of reorganization could result in holders of Delphi s stock receiving no distribution on account of their
interests and cancellation of their existing stock. If certain requirements of the Bankruptcy Code are met, a plan of
reorganization can be confirmed notwithstanding its rejection by Delphi s equity security holders and notwithstanding
the fact that such equity security holders do not receive or retain any property on account of their equity interests
under the plan. Delphi considers the value of its common stock to be highly speculative and strongly cautions equity
holders that the stock may ultimately be determined to have no value. Accordingly, the Company urges that
appropriate caution be exercised with respect to existing and future investments in its common stock or other equity
securities, or any claims relating to prepetition liabilities.

Legacy Liabilities; Key Stakeholders. On March 31, 2006, the Debtors filed a motion with the Court under
sections 1113 and 1114 of the Bankruptcy Code seeking authority to reject U.S. labor agreements and to modify
retiree benefits. The section 1113 and 1114 filing is consistent with the scheduling order signed by the Court on
February 17, 2006. A hearing on the section 1113 and 1114 motion was held throughout May 2006, continued into
June, and has been adjourned until August 11, 2006. The bankruptcy Court judge hearing the motion has urged Delphi
and its unions to continue to seek a negotiated solution with each other during the pendency of the hearing and the
motion.

Prior to filing the motion to reject the Debtors U.S. labor agreements, Delphi, GM and the International Union,
United Automobile, Aerospace and Agricultural Implement Workers of America ( UAW ) agreed on a special attrition
program, pursuant to which certain eligible Delphi U.S. hourly employees represented by the UAW were offered
normal and early voluntary retirements with a lump sum incentive payment of $35,000 (the Special Attrition
Program ). The lump sum incentive payment applied to all eligible retirements from October 1, 2005 forward. The
program also provided additional retirement opportunities; including transfer to and retirement from GM.
Approximately 14,500 U.S. hourly employees represented by the UAW were eligible to participate in the program.
Additionally, GM has agreed 5,000 of Delphi s U.S. hourly employees represented by the UAW may return ( flowback )
to GM through the beginning of September 2007. GM has agreed to provide substantial financial support under the
agreement. Delphi believes that the agreement will enable a more rapid transformation to a reduced labor cost
structure across Delphi s U.S. manufacturing operations. As of June 30, 2006, approximately 12,500 employees had
elected to participate in the Special Attrition Program. On May 5, 2006, the Court entered the order approving the
motion with certain modifications, which was subsequently amended on May 12, 2006. If similar agreements are
negotiated with other unions representing the Debtors U.S. hourly employees, such agreements and programs also will
be required to be submitted to the Court for approval.

On May 18, 2006, Wilmington Trust Company, as indenture trustee to the Debtors senior notes and debentures,
filed a notice of appeal from the order approving the Special Attrition Program. Additionally, on May 31, 2006,
Appaloosa Management L.P., Wexford Capital LLC and Lampe Conway and Company LLC filed a notice of appeal
from the same order, but the Debtors believe such notice was not timely filed.

Delphi, GM, and the UAW subsequently agreed on a supplemental agreement that will expand the Special
Attrition Program to include a pre-retirement program for employees with 26 years of credited service and provide
buyouts for UAW-represented hourly employees. This supplemental agreement also includes buyout payments, which
depending on the amount of seniority or credited service, would range from $40,000 to $140,000. GM has agreed to
pay one-half of these buyout amounts. The supplemental agreement was approved by the Court on June 29, 2006. The
new options added to the Special Attrition Program are enabled by the financial support from GM.

On June 16, 2006, Delphi reached agreement on the terms of a special attrition program pursuant to which certain
eligible Delphi hourly employees represented by the Industrial Division of the Communication Workers of America,
AFL-CIO, CLC ( IUE-CWA ) would be offered normal and early voluntary retirements with a lump sum incentive
payment of $35,000, additional retirement opportunities (including transfer to and from GM), or buy-out payments,
which, depending on the amount of seniority or credited service, would range from $40,000 to $140,000 (the

IUE-CWA Special Attrition Program ).
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GM has agreed to pay the incentive payment of $35,000 and to pay one-half of the buy-out payments, except for
employees at Delphi s New Brunswick operations where previously agreed upon terms apply. The [IUE-CWA Special
Attrition Program was approved by the Court on June 29, 2006. Delphi continues framework discussion with other
unions to offer, with GM support, similar attrition programs for their members.

Although the Debtors believe discussions with the Debtors unions and GM are progressing constructively, the
parties have not yet reached comprehensive agreements. As a result, on March 31, 2006 the Debtors filed a motion
under sections 1113 and 1114 of the Bankruptcy Code. While we believe that the filing of the 1113 and 1114 motion
with the Court is necessary to protect the Debtors interests, we are continuing discussions and remain focused on
pursuing a consensual resolution with all of our unions and GM.

Costs. We have incurred, and will continue to incur, significant costs associated with the reorganization for
professional fees for advisors to the Debtors, and to other stakeholders in the chapter 11 cases.

Intentions. Upon the conclusion of this process, we expect to emerge from chapter 11 as a stronger, more
financially sound business with viable U.S. operations that are well-positioned to advance global enterprise objectives.
During the chapter 11 process, Delphi intends to continue to marshal all of its resources to deliver value and
high-quality products to its customers globally and to preserve and continue the strategic growth of its non-U.S.
operations.

In addition to addressing our legacy liabilities and improving the competitiveness of our U.S. operations through
negotiation with our unions and GM and by rationalizing our portfolio, we have identified other necessary elements of
a comprehensive transformation plan, including reducing our selling, general and administrative costs, realigning our
salaried benefit programs to size these costs with the rationalized portfolio and make them competitive with more
cost-competitive companies and obtaining relief permitting us to amortize funding obligations to our defined benefit
U.S. pension plans over a longer period of time than would otherwise be available once we emerge from chapter 11.
We have identified cost saving opportunities with the planned portfolio and product rationalizations and we expect to
reduce our global salaried workforce by as many as 8,500 employees using existing salaried separation pay programs.
In addition, in order to retain our existing U.S. defined benefit pension plans for both hourly and salaried workers, we
intend to freeze those plans and going forward adopt or modify existing defined contribution plans that will include
flexibility for both direct Company contributions and Company matching employee contributions. At the same time,
salaried health care plans will be restructured to implement increased employee cost sharing.

There can be no assurances, however, that we will be successful in achieving our objectives. Our ability to achieve
our objectives is conditioned, in most instances, on the approval of the Court, and the support of our stakeholders,
including GM, our labor unions, and our creditors. For a discussion of certain risks and uncertainties related to the
Debtors chapter 11 cases and reorganization objectives refer to Item 1A. Risk Factors in this Annual Report.
Industry

The automotive parts industry provides components, systems, subsystems and modules to VMs for
the manufacture of new vehicles, as well as to the aftermarket for use as replacement parts for current production and
older vehicles. We believe that several key trends have been reshaping the automotive parts industry over the past
several years. These trends are impacting product design and focus, VM sourcing decisions and global footprint. In
addition, increasing competition from foreign suppliers coupled with lower volumes of domestic VMs is driving
further consolidation in the domestic supplier industry. Delphi s challenge is to continue developing leading edge
technology, focus that technology toward products with sustainable margins that enable our customers, both VMs and
others, to produce distinctive market-leading products, and use the chapter 11 process to address the competitiveness
of our core U.S. operations and lower our overall cost structure. As part of our transformation plan we have identified
a core portfolio of products that draw on our technical strengths and where we believe we can provide differentiation
to our automotive, aftermarket, consumer electronics, and adjacent markets such as
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commercial vehicles, medical systems, computers and peripherals, military/aerospace, telecommunications,
commercial, residential, and transportation products. For more information on our core product portfolio refer to
Item 1. Business Products and Competition in this Annual Report.

Increasing Electronic and Technological Content. The electronic and technological content of vehicles continues
to expand, largely driven by consumer demand for greater vehicle performance, functionality and affordable
convenience options as a result of increased communication abilities in vehicles as well as increasingly stringent
regulatory standards for energy efficiency, emissions reduction, and increased safety through crash avoidance and
occupant protection systems. Electronics integration, which generally refers to products that combine integrated
circuits, software algorithms, sensor technologies and mechanical components within the vehicle, allows VMs to
achieve substantial reductions in weight and mechanical complexity, resulting in easier assembly, enhanced fuel
economy, improved emissions control and better vehicle performance. The technology content of vehicles continues
to increase as consumers demand greater safety, entertainment, productivity and convenience while driving. Advanced
technologies offering mobile voice and data communication such as those used in our mobile electronics products
coupled with global positioning systems and in-vehicle entertainment continue to be key products in the transportation
industry.

Increased Emphasis on Systems and Modules Sourcing. To simplify the vehicle design and assembly processes
and reduce costs, VMs increasingly look to their suppliers to provide fully engineered systems and pre-assembled
combinations of components rather than individual components. By offering sophisticated systems and modules rather
than individual components, Tier 1 suppliers such as Delphi have assumed many of the design, engineering, research
and development, and assembly functions traditionally performed by VMs. In addition, suppliers often manufacture
and ship components to the general location of a VMs assembly line and then provide local assembly of systems and
modules.

Shorter Product Development Cycles. Suppliers are under pressure from VMs to respond more quickly with new
designs and product innovations to support rapidly changing consumer tastes and regulatory requirements. For
example, vehicle demand in North America has shifted from cars to light trucks and vans over the last several years,
and, more recently, crossover and hybrid vehicles are being introduced into the market. In developing countries, broad
economic improvements continue to be made, increasing the demand for smaller, less expensive vehicles that satisfy
basic transportation needs. In addition, increasingly stringent government regulations regarding vehicle safety and
environmental standards are accelerating new product development cycles.

Increased Emphasis on Fuel Efficiency and Lower Emissions. VMs continue to focus on improving fuel
efficiency and reducing emissions in order to meet increasingly stringent regulatory requirements in various markets.
As a result, suppliers are competing intensely to develop and market new and alternative technologies, such as hybrid
vehicles, fuel cells, and diesel engines to improve fuel economy and emissions.

Global Capabilities of Suppliers. In order to serve multiple markets in a more cost-effective manner, many VMs
are turning to global vehicle platforms, which typically are designed in one location but produced and sold in many
different geographic markets around the world. Broader global markets for vehicle sales and the desire of VMs to
adapt their products to satisfy regional and cultural variations have driven suppliers to establish capabilities within the
major regions, as they follow their customers.

Volume Reductions for Domestic VMs. The domestic VMs have experienced decreasing sales volume in recent
years of overall North American market growth. The resultant loss of market share has had an adverse effect on the
domestic automotive suppliers. Growth of foreign VMs, accounting for increasing percentages of vehicles sold in
North America, has been accompanied by relative sales growth for transplant suppliers. We are focusing our efforts on
offsetting the declining position of the domestic VMs by expanding beyond the traditional customer base both within
North America and globally.

Commodity Economics. The automotive supplier industry has been experiencing inflationary cost pressures
related to commodity pricing. Key areas of co