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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
---------------------------------------------------------------
 
In re 
 
Dana Corporation, et al., 
 
 Debtors. 
 
---------------------------------------------------------------

x 
: 
: 
: 
: 
: 
: 
: 
x 

 
 
Chapter 11 
 
Case No. 06-10354 (BRL) 
 
(Jointly Administered) 

 
SUPPLEMENT TO MOTION OF DEBTOR DANA CORPORATION,  

PURSUANT TO SECTIONS 363, 365 AND 105 OF THE BANKRUPTCY CODE,  
FOR AN ORDER AUTHORIZING DANA CORPORATION TO (A) ENTER INTO 

EMPLOYMENT AGREEMENTS WITH MICHAEL J. BURNS, ITS PRESIDENT AND  
CHIEF EXECUTIVE OFFICER, AND FIVE KEY EXECUTIVES OF HIS CORE 

MANAGEMENT TEAM, AND (B) ASSUME CERTAIN  
                         CHANGE OF CONTROL AGREEMENTS, AS AMENDED                          



 

NYI-2273851v5 -2-  

1. On June 29, 2006, Dana Corporation ("Dana"), one of the above-captioned 

debtors and debtors in possession (collectively, the "Debtors") filed (a) the Motion of Debtor 

Dana Corporation, Pursuant to Sections 363, 365 and 105 of the Bankruptcy Code, for an Order 

Authorizing Dana Corporation to (A) Enter Into Employment Agreements with Michael J. 

Burns, Its President and Chief Executive Officer, and Five Key Executives of His Core 

Management Team, and (B) Assume Certain Change of Control Agreements, As Amended 

(D.I. 1601) (the "Motion") and (b) the Declarations of Richard B. Priory (Docket No. 1602) and 

John Dempsey (Docket No. 1603) in support of the Motion.1  A hearing on the Motion is 

scheduled for August 16, 2006 at 10:00 a.m. 

2. By the Motion, Dana seeks an order pursuant to sections 363(b), 365 and 

105(a) of the Bankruptcy Code authorizing it to:  (a) enter into employment agreements with 

Michael J. Burns, its President, Chairman of the Board of Directors and Chief Executive Officer 

("CEO") (the "Burns Agreement") and the following five senior executives of Mr. Burns’ core 

management team:  Messrs. Miller, Stone, Stanage, DeBacker and Goettel (collectively with Mr. 

Burns, the "Senior Executives" and their proposed employment agreements, the "Executive 

Agreements" and together with the Burns Agreement, the "Original Agreements"); and 

(b) assume certain change of control agreements with three of the Senior Executives, as 

amended.  Dana further requests that the Court determine that, on a postpetition basis, the term 

"insider," as defined in section 101(31) of the Bankruptcy Code, only applies to (a) with respect 

to the Debtors' current employees, the Senior Executives and (b) any person who serves as a 

director of a Debtor at the time of inquiry. 

                                                 
1  Capitalized terms not defined herein have the meanings given to them in the Motion. 
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3. As discussed in detail in the Motion, the Original Agreements were the 

culmination of careful review and study by Dana, through its lead director and chairman of its 

Compensation Committee, Richard B. Priory, with advice from Dana's outside expert on 

executive compensation, Mercer Human Resources Consulting ("Mercer"), and the 

Compensation Committee's own independent compensation consultant, Frederic W. Cook & Co., 

Inc.  Accordingly, Dana believes that the Original Agreements are fair, reasonable and consistent 

with both industry and chapter 11 standards. 

4. Nevertheless, both prior to and subsequent to the filing of the Motion, 

Dana has engaged in extensive discussions and negotiations with, among others, the Official 

Committee of Unsecured Creditors (the "Creditors' Committee") regarding concerns relating to 

certain terms of the Original Agreements.  Based on these discussions and Dana's continuing 

review of the Original Agreements, Dana has made the following modifications to the Original 

Agreements (as modified, the "Modified Agreements") to address concerns raised by the 

Creditors' Committee. 
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5. A summary comparison of the modifications to the Original Agreements is 

set forth below:2 

Modifications to Completion Bonus 

Item Original Agreements Modified Agreements 

Performance Metric Consummation of a Plan of 
Reorganization (the "Plan"). 

Consummation of a Plan. 

Total Enterprise Value 
("TEV")3 six months after 
effective date of a Plan 
(the "Valuation Date"). 

Target Completion Bonus Mr. Burns: $6,200,000.00 
Mr. Miller: $1,120,000.00 
4 Others: $3,200,000.00 
Total:  $10,520,000.00 

Target Completion Bonus 
remains the same. 

Threshold Completion Bonus None. 66% of Target Completion 
Bonus if employed on payout 
date and TEV on the 
Valuation Date is equal to 
$2 billion. 

Minimum Completion Bonus 100% of Target Completion 
Bonus if employed on payout 
date. 

50% of Target Completion 
Bonus if employed on payout 
date (effective date of Plan 
(the "Effective Date")). 

Variable Payout None. Above Minimum Completion 
Bonus, payout varies 
depending on TEV, without a 
cap.  See Paragraph 6 below. 

                                                 
2  Copies of term sheets (collectively, the "Modified Term Sheets") that set forth the material terms of the 

Modified Agreements and show changes from the term sheets for the Original Agreements (collectively, 
the "Original Term Sheets"), which were attached to the Motion as Exhibit A, are attached hereto 
collectively as Exhibit A.  The description of the Modified Agreements contained in this Supplement is 
intended solely as a summary of the Modified Agreements to assist the Court and parties in interest.  To the 
extent the description contained herein is inconsistent with the terms of any Modified Agreement, the 
applicable Modified Agreement shall govern. 

3  Calculated as set forth in paragraph 6 below. 
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Modifications to Completion Bonus 

Item Original Agreements Modified Agreements 

Form of Payment Cash. Minimum Completion Bonus 
payable in cash.  Amounts in 
excess of Minimum 
Completion Bonus payable in 
common stock of reorganized 
Dana; provided that such 
common stock is (a) listed and 
readily tradable or (b) subject 
to repurchase by reorganized 
Dana if the Senior Executive 
is not employed by 
Reorganized Dana after the 
Effective Date, otherwise 
payable in cash. 

Timing of Payout 50% payable upon Effective 
Date with remainder payable 
six months after Effective 
Date. 

Minimum Completion Bonus 
will be paid upon Effective 
Date with remainder payable 
six months after Effective 
Date. 

Impact of Death, Disability or 
Involuntary Termination 
Without Cause or Voluntary 
Termination for Good Reason 
(With Respect to Mr. Burns) 
on Completion Bonus 

Pro-rata payout. Prior to completion of 
business plan:  none. 

Prior to Effective Date:  pro 
rata. 

After Effective Date:  full 
payout. 

Impact of Voluntary 
Termination Without Good 
Reason (With Respect to Mr. 
Burns) 

No payout of unpaid bonus. Prior to Effective Date:  no 
payout. 

After Effective Date:  full 
payout. 

Modifications to Other Employment Terms 

Term of Agreement Two year term with six-month 
evergreen renewal. 

Until Effective Date. 

Involuntary Termination 
Without Cause, Voluntary 

Liquidated damages for term 
of Original Agreement (18 

18 month non-compete 
agreement in exchange for 
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Modifications to Completion Bonus 

Item Original Agreements Modified Agreements 

Termination For Good Reason 
(With Respect to Mr. Burns), 
or Failure to Complete 
Replacment Employment 
Agreement upon Expiration of 
the Agreement Prior to 
Effective Date 

months to 2 years); included 
non-compete agreement for 
term of Original Agreements. 

compensation equal to twelve 
months salary plus Annual 
Bonus. 

Involuntary Termination for 
Cause or Voluntary 
Termination Without Good 
Reason (With Respect to 
Mr. Burns) Prior to Effective 
Date 

None. 18 month non-compete 
agreement. 

Termination After Effective 
Date 

Two years salary plus Annual 
Bonus. 

Issue deferred.4 

Change in Control After 
Effective Date 

Prepetition change in control 
agreement assumed on 
Effective Date. 

Issue deferred. 

SERP Issue deferred. SERP assumed upon earlier of 
termination without cause, 
with good reason (with respect 
to Mr. Burns), confirmation of 
a Plan, death or disability. 

Annual Incentive Plan Continues as written. Continues as written. 

6. For the purposes of the Modified Agreements, (a) the calculations of TEV 

on March 2, 2006 ($2.0 billion) ("Threshold TEV") and July 13, 2006 ($2.6 billion) ("Target 

                                                 
4  Items marked as "deferred" will be negotiated in the context of post-Effective Date employment 

agreements for the Senior Executives. 
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TEV") are attached hereto as Exhibit B; and (b) the calculation of TEV on the Valuation Date 

("Valuation Date TEV") will equal the sum of the following items, valued at fair market value:5 

• All common stock, preferred stock and warrants of reorganized Dana, 
fully diluted (collectively, "Equity"); 

 
• All bonds, notes, loans and capital leases of the Debtors (collectively, 

"Funded Debt");6 
 

• Other assets to be distributed to creditors pursuant to a Plan, not otherwise 
retained by reorganized Dana;7 and 

 
• Net repayments of debt beginning on or after the Effective Date. 

 

7. The portion of the Completion Bonuses payable to the Senior Executives 

on account of TEV will be calculated as follows: 

 Performance Payout 

Above Target Difference between Target TEV 
and Valuation Date TEV. 

Target Completion Bonus plus 0.50% of 
excess of Valuation Date TEV over 
Target TEV, allocated proportionally. 

Target $2.6 billion (based on market 
value of debt and equity as of 
July 13, 2006). 

Mr. Burns: $6,200,000.00 
Mr. Miller: $1,120,000.00 
4 Others: $3,200,000.00 
Total:  $10,520,000.00 
 

Below Target Difference between Target TEV 
and TEV on the Valuation Date. 

Target Completion Bonus minus 
0.58444% of the difference between 
Target TEV and Valuation Date TEV, 
allocated proportionally. 

Threshold $2.0 billion (based on market Mr. Burns: $4,133,000.00 

                                                 
5  TEV will be adjusted in the event of capital transactions such as mergers, acquisitions, dividends and other 

recapitalizations.  In addition, the Creditors' Committee has requested an adjustment to Valuation Date 
TEV, to the extent in excess of Threshold TEV, relating to the magnitude of claims, if any, arising from 
relief under section 1114 of the Bankruptcy Code.  The Debtors are continuing to consider whether such an 
adjustment is necessary.  

6  The market value of Equity and Funded Debt will be the weighted average value over the 20 trading days 
prior to the Valuation Date. 

7  If Dana is sold rather than reorganized, the Valuation Date TEV will be the sale price. 
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value of debt and equity as of 
March 2, 2006). 

Mr. Miller: $   747,000.00 
4 Others: $2,133,000.00 
Total:  $7,013,000.00 
 

Minimum Achieving reorganization under 
chapter 11 of the Bankruptcy 
Code. 

Mr. Burns: $3,100,000.00 
Mr. Miller: $   560,000.00 
4 Others: $1,600,000.00 
Total:  $5,600,000.00 
 

8. The structure of the Completion Bonuses described above is substantially 

similar to the structure of the success fees previously approved by this Court in In re Calpine 

Corp., Case No. 05-60200 (May 15, 2006), a copy of which is attached hereto as Exhibit C 

(the "Calpine Order").  As with the success fee for certain senior executives approved in Calpine, 

the Completion Bonuses contemplated by the Modified Agreements include both a fixed 

component and a variable component based on the value of the reorganized debtor.  This 

structure is designed to closely align the interests of the Senior Executives with those of the 

Debtors' stakeholders, while also providing the Senior Executives with a significant amount of 

independence. 

9. That is, because (a) a substantial portion of the total compensation of each 

Senior Executive rests, in significant part, on the Debtors’ post-emergence total enterprise value; 

and (b) a portion of the Completion Bonus is payable in reorganized Dana's common stock 

(provided that such common stock is (i) listed and readily tradable or (ii) subject to repurchase 

by reorganized Dana if the Senior Executive is not employed by reorganized Dana after the 

Effective Date), the interests of the Senior Executives are closely aligned with the interests of all 

of the Debtors' stakeholders.  On the other hand, because the Completion Bonus includes a fixed 

component, the Senior Executives retain a significant level of independence.  Dana believes that 

this structure will permit the Senior Executives to make the difficult choices that must be made 
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in any restructuring, while simultaneously incentivizing them to maximize the enterprise value of 

reorganized Dana, for the benefit of all stakeholders. 

10. Moreover, the Modified Agreements are the result of extensive 

negotiations with the Creditors' Committee and represent Dana's best efforts to resolve the 

concerns raised by the Creditors' Committee with respect to the Original Agreements.  In 

particular, to the extent that any parties in interest had any concerns that the Original Agreements 

were inconsistent with section 503(c) of the Bankruptcy Code, relating to retention and 

severance payments to insiders (concerns which the Debtors believe are unfounded), the 

Modified Agreements should place such concerns to rest.  The incentives provided by the 

Modified Agreements are based solely on the Senior Executives' performance of their duties and 

their achievements and do not provide the Senior Executives with any payments other than on 

account of the services that such Senior Executives will provide to Dana, to the direct benefit of 

all of Dana's stakeholders.  Accordingly, the terms of the Senior Executives' Modified 

Agreements, like the terms of their Original Agreements, are fair, reasonable, consistent with 

both industry and chapter 11 standards and address the Creditors' Committee's stated concerns.  

As such, the Modified Agreements should be approved. 
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Dated:  August 4, 2006 
 New York, New York 

Respectfully submitted, 
 

/s/ Corinne Ball   
Corinne Ball (CB 8203) 
Richard H. Engman (RE 7861) 
JONES DAY 
222 East 41st Street 
New York, New York  10017 
Telephone:  (212) 326-3939 
Facsimile:  (212) 755-7306 
 
Heather Lennox (HL 3046) 
Carl E. Black (CB 4803) 
Ryan T. Routh (RR 1994) 
JONES DAY 
North Point 
901 Lakeside Avenue 
Cleveland, Ohio  44114 
Telephone:  (216) 586-3939 
Facsimile:  (216) 579-0212 
 
Jeffrey B. Ellman (JE 5638) 
JONES DAY 
1420 Peachtree Street, N.E. 
Suite 800 
Atlanta, Georgia  30309-3053 
Telephone:  (404) 521-3939 
Facsimile:  (404) 581-8330 
 
ATTORNEYS FOR DEBTORS AND 
DEBTORS IN POSSESSION 
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[Revised Term Sheets for Agreements]
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Dana Corporation 

Proposed Employment Arrangements 
Michael Burns 

 
 

• Background:  Term sheet stems from an ongoing proposal to enter into a new agreement with 
Mike Burns.  The language of the new agreement will be based upon his current agreement, 
modified to reflect the new terms described below.   

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Position & Duties:  Chief Executive Officer, President & Chairman of the Board of Directors.  
Description will be the same as in current agreement.  

• Compensation & Benefits: 

− Base Salary:  $1.035 million (current).  

− Eligible for merit based annual increases as determined by the Board of 
Directors (same terms as current agreement).  

− Annual Incentive Plan (2006 & 2007):  $2.070 million annual target award opportunity 
for the 2006 performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans (same terms as current 
agreement). 

− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $6.20 million.Per Total Enterprise Value Incentive Design  (See 
Supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan,” which would provide for both reorganization and asset sale scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence).   
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Post-emergence payout:  50% payable 6 months after emergence; provided he remains 
employed with Dana (unless terminated before 6 months expires without cause or 
self-terminates for good reason, as described below).  Post-emergence bonus is 
payable as a lump sum within 30-days of expiration of 6-month period. 

− Other Benefits:   

− Participation in company defined contribution retirement plan 
(SavingsWorks), welfare benefit plans, and other fringe benefits at the 
same level as other executive officers of the company. 

• Involuntary Termination without Cause or Resignation for Good Reason: 

Pre-Emergence: 

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months), plus pro-rata AIP bonus at target for time worked during 
the applicable performance period, payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), and pro-rata AIP bonus at target 
for time worked during applicable performance period (terms similar to current 
agreement, which would also include continuation of pension, health, and other 
benefits during severance pay period), 

Unpaid Completion Bonus (see above). 
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− No severance. 

− Base salary through the end of the month (same as current agreement), AIP bonus 
pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus ($3,000,000), to be paid in monthly installments over 
eighteen months. 

− Contractual SERP claim assumed. 

• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. Burns and the Company: 

− No severance. 

− Base salary through the end of the month (same as current agreement), AIP bonus 
pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors: 
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus ($3,000,000), to be paid in monthly installments over 
eighteen months. 

− Contractual SERP claim assumed. 

• “Cause” and “Good Reason”:    
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− Have the same definition as current Employment Agreement (see attachedSee 
Supplement ¶ 5). 

• Death: 

− Base salary through the end of the month (same as current agreement), AIP bonus pro rata 
as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Disability: 

− Base salary for up to 6 monthsthrough the end of the month (same as current 
agreement), AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of disability.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Voluntary Termination (without Good Reason)/Termination for Cause: 

− Forfeits:  (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4) AIP bonus (2)unvested SERP benefits. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  
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• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
Supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

• Restrictive Covenants: 

− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

Non-solicitation and non-competition covenants apply for the remainder of the contract term 
upon termination for any reason.  Post-emergence, these terms would apply for a 2-year 
period upon a termination without cause or a resignation for good reason (i.e., 
coterminous with the severance pay period). 

− Non-compete and non-solicitation for an 18 month period upon termination other 
than for death or disability. 

• Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Indemnification; Director’s & Officer’s Insurance (same terms as current agreement). 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, notices, 
etc.). 

− Terms that will not be included in new agreement: (1) special retirement 
benefitsseverance pay; (2) equity grants & replacement compensation. 
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Current Contract Definitions 

Section 4(b): Cause.  The Corporation may terminate the Executive's employment during the 
Employment Period for Cause or without Cause.  For purposes of this Agreement, the termination of the 
Executive's employment shall be deemed to have been for "Cause" only 

− if termination of his employment shall have been the result of his conviction of, or plea of 
guilty or nolo contendere to, the charge of having committed a felony (whether or not such 
conviction is later reversed for any reason), or 

− if there has been a breach by the Executive during the Employment Period of the provisions 
of Section 2(b), relating to the time to be devoted to the affairs of the Corporation, or of 
Sections 8 or 9, relating to confidential information and competition, and such breach results 
in demonstrably material injury to the Corporation; 

provided, that a termination of the Executive's employment hereunder for Cause shall not be effective 
unless and until there shall have been delivered to the Executive a certified copy of a resolution of the 
Board adopted by the affirmative vote of not less than three-fourths of the entire membership of the 
Board (excluding the Executive) at a meeting of the Board called and held for that purpose and with 
respect to which the Executive was given prior notice and an opportunity, together with counsel, to be 
heard, finding that the Executive was guilty of conduct set forth in subparagraph (i) or (ii) above, 
specifying the particulars thereof in detail, and, in the case of subparagraph (ii) above, in the case of an 
alleged breach of the provisions of Section 2(b), the Executive shall have either failed to remedy such 
alleged breach within thirty days from his receipt of written notice from the Secretary of the Corporation 
pursuant to such resolution duly adopted by the Board demanding that he remedy such alleged breach, or 
shall have failed to take all reasonable steps to that end during such thirty-day period. 

Anything in this Section 4(b) or elsewhere in this Agreement to the contrary 
notwithstanding, the employment of the Executive shall in no event be considered to have been 
terminated by the Corporation for Cause if termination of his employment took place 

(1) as the result of bad judgment or negligence on the part of the Executive, or 

(2) because of an act or omission believed by the Executive in good faith to 
have been in or not opposed to the interests of the Corporation, or 

(3) for any act or omission in respect of which a determination could properly 
be made that the Executive met the applicable standard of conduct 
prescribed for indemnification or reimbursement or payment of expenses 
under (A) the Bylaws of the Corporation, or (B) the laws of the State of 
Virginia, or (C) the directors' and officers' liability insurance of the 
Corporation, in each case either as in effect at the time of this Agreement 
or in effect at the time of such act or omission, or 

(4) as the result of an act or omission which occurred more than twelve 
calendar months prior to the Executive's having been given notice of the 
termination of his employment for such act or omission unless the 
commission of such act or such omission could not at the time of such 
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commission or omission have been known to a member of the Board 
(other than the Executive, if he is then a member of the Board), in which 
case more than twelve calendar months from the date that the commission 
of such act or such omission was or could reasonably have been so known, 
or 

(5) as the result of a continuing course of action which commenced and was 
or could reasonably have been known to a member of the Board (other 
than the Executive, if he is then a member of the Board) more than twelve 
calendar months prior to notice having been given to the Executive of the 
termination of his employment. 

Section 4(c): Good Reason.  During the Employment Period, the Executive may terminate his 
employment for Good Reason.  For purposes of this Agreement, “Good Reason” shall mean (i) the 
assignment to the Executive of duties which are materially inconsistent with his status as the 
Corporation's Chief Executive Officer or a material adverse change in the nature or status of the 
Executive's responsibilities or (ii) a material breach by the Corporation of the provisions of this 
Agreement, in either case which is not remedied within 30 days after receipt by the Corporation of 
written Notice of Termination from the Executive; provided, that (1) the Executive shall have provided a 
written Notice of Termination to the Corporation, attention of the Secretary, given within 90 days 
following the occurrence of the event giving rise to the assertion of Good Reason and (2) such written 
Notice of Termination provides for a Date of Termination not less than 30 days nor more than 60 days 
after receipt by the Corporation of such Notice of Termination, unless the Corporation shall agree to an 
earlier Date of Termination. 

An election by the Executive to terminate his employment given under this Section 4(c) shall not 
be deemed a voluntary termination of employment by the Executive for the purpose of this Agreement or 
any plan or practice of the Corporation. 

 
Section 4(a) (ii): Disability.  For purposes of this Agreement, "Disability" shall mean the 

absence of the Executive from the Executive's duties with the Corporation on a full-time basis for 180 
consecutive business days as a result of incapacity due to mental or physical illness which is determined 
to be total and permanent by a physician selected by the Corporation or its insurers and acceptable to the 
Executive or the Executive's legal representative (such agreement as to acceptability not to be withheld 
unreasonably). 
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Dana Corporation 

Proposed Employment Arrangements 
Paul Miller 

• Background:  Term sheet for proposal to enter into employment agreement with Paul Miller. 

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Compensation & Benefits: 

− Base Salary: Current base annual salary ($375,000) will remain in effect and will 
thereafter be eligible for merit based annual increases as determined by the Compensation 
Committee of the Board of Directors.  

− Annual Incentive Plan (2006 & 2007):  $450,000 target award opportunity for the 2006 
performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans . 

− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $1,125,000.Per Total Enterprise Value Incentive Design  (See 
Supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan” and which would provide for both reorganization and asset sale 
scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence). 

Post-emergence payout:  50% payable 6 months after emergence; provided executive 
remains employed with Dana (unless terminated before 6 months expires without 
cause or self-terminates for good reason, as described below).  Post-emergence 
bonus is payable as a lump sum within 30-days of expiration of 6-month period. 
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− Other Benefits:   

− Participation in company sponsored pension anddefined contribution retirement 
savings plansplan (SavingsWorks), welfare benefit plans, and other fringe 
benefits at the same level as other similarly situated executivesexecutive officers 
of the company. 

• Involuntary Termination without Cause1: 

Pre-Emergence:  

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months) and payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), with continued benefits (pension, 
health & welfare) for 2 year severance period or until age 65, whichever is sooner;  

Unpaid Completion Bonus (see above). 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment: Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 
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− Contractual SERP claim assumed. 

• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. Miller and the Company: 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment Forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 

− Contractual SERP claim assumed. 

• Death: 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Disability2:1 

                                                 1  Disability would be defined as the absence from the executive’s duties for 180 consecutive business 
days as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a 
 



 

NYI-2268888v26  

− Base salary for up to 6 monthsthrough the end of the month, AIP bonus pro rata as per 
plan terms,. 

Pro-rata Completion Bonus through date of disability, 

Would be eligible for long-term disability benefits in accordance with applicable plan terms.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Voluntary Termination/Termination for Cause:2 

− Forfeits:  (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4) AIP bonus (2) unvested SERP benefits. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  

• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
Supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

• Restrictive Covenants: 

 
(continued…) 
 
physician selected by the Company or its insurers and acceptable to the executive or the executive’s legal 
representative. 

2  Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for 
cause” termination would include a termination if the executive were convicted of a felony or if he neglects his duties 
or violates the noncompetition or nondisclosure covenants. 
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− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

− Non-compete and non-solicitation and non-competition covenants apply for the 
remainder of the contract term upon termination for any reason.  Post-emergence, these 
terms would apply for a 2-year period upon a termination without cause or a resignation 
for good reason (i.e., coterminous with the severance pay period)for an 18 month period 
upon termination other than for death or disability. 

• Legal Fees: Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, 
notices, etc.). 

− Terms that will not be included in new agreement:  (1) severance pay; (2) equity 
grants & replacement compensation. 
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1 Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for cause” 
termination would include a termination if the executive were convicted of a felony or if he neglects his duties or violates the 
noncompetition or nondisclosure covenants.   

2 Disability would be defined as the absence from the executive’s duties for 180 consecutive business days as a result 
of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected by the 
Corporation or its insurers and acceptable to the executive or the executive’s legal representative. 
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Dana Corporation 
Proposed Employment Arrangements 

Tom Stone 

• Background:  Term sheet for proposal to enter into employment agreement with Tom Stone. 

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Compensation & Benefits: 

− Base Salary: Current base annual salary ($440,000) will remain in effect and will 
thereafter be eligible for merit based annual increases as determined by the Compensation 
Committee of the Board of Directors.  

− Annual Incentive Plan (2006 & 2007):  $528,000 target award opportunity for the 2006 
performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans.  

 
− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $800,000.Per Total Enterprise Value Incentive Design  (See 
Supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan” and which would provide for both reorganization and asset sale 
scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence). 

Post-emergence payout:  50% payable 6 months after emergence; provided executive 
remains employed with Dana (unless terminated before 6 months expires without 
cause or self-terminates for good reason, as described below).  Post-emergence 
bonus is payable as a lump sum within 30-days of expiration of 6-month period. 
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− Other Benefits:   

− Participation in company sponsored pension anddefined contribution retirement 
savings plansplan (SavingsWorks), welfare benefit plans, and other fringe 
benefits at the same level as other similarly situated executivesexecutive officers 
of the company. 

• Involuntary Termination without Cause1: 

Pre-Emergence:  

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months) and payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), with continued benefits (pension, 
health & welfare) for 2 year severance period or until age 65, whichever is sooner;  

Unpaid Completion Bonus (see above). 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment: Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 
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− Contractual SERP claim assumed. 

• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. Stone and the Company: 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment Forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 

− Contractual SERP claim assumed. 

• Death: 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Disability2:1 

                                                 1  Disability would be defined as the absence from the executive’s duties for 180 consecutive business 
days as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a 
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− Base salary for up to 6 monthsthrough the end of the month, AIP bonus pro rata as per 
plan terms,. 

Pro-rata Completion Bonus through date of disability, 

Would be eligible for long-term disability benefits in accordance with applicable plan terms.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Voluntary Termination/Termination for Cause:2 

− Forfeits:  (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4) AIP bonus (2) unvested SERP benefits. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  

• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
Supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

• Restrictive Covenants: 

 
(continued…) 
 
physician selected by the Company or its insurers and acceptable to the executive or the executive’s legal 
representative. 

2  Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for 
cause” termination would include a termination if the executive were convicted of a felony or if he neglects his duties 
or violates the noncompetition or nondisclosure covenants. 
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− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

− Non-compete and non-solicitation and non-competition covenants apply for the 
remainder of the contract term upon termination for any reason.  Post-emergence, these 
terms would apply for a 2-year period upon a termination without cause or a resignation 
for good reason (i.e., coterminous with the severance pay period)for an 18 month period 
upon termination other than for death or disability. 

• Legal Fees: Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, 
notices, etc.). 

− Terms that will not be included in new agreement:  (1) severance pay; (2) equity 
grants & replacement compensation. 
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1 Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for cause” 
termination would include a termination if the executive were convicted of a felony or if he neglects his duties or violates the 
noncompetition or nondisclosure covenants.   

2 Disability would be defined as the absence from the executive’s duties for 180 consecutive business days as a result 
of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected by the 
Corporation or its insurers and acceptable to the executive or the executive’s legal representative. 
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Dana Corporation 

Proposed Employment Arrangements 
Nick Stanage 

 
• Background:  Term sheet for proposal to enter into employment agreement with Nick Stanage. 

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Compensation & Benefits: 

− Base Salary: Current base annual salary ($336,000) will remain in effect and will 
thereafter be eligible for merit based annual increases as determined by the Compensation 
Committee of the Board of Directors.  

− Annual Incentive Plan (2006 & 2007):  $336,000 target award opportunity for the 2006 
performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans.  

− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $800,000.Per Total Enterprise Value Incentive Design  (See 
Supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan” and which would provide for both reorganization and asset sale 
scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence). 

Post-emergence payout:  50% payable 6 months after emergence; provided executive 
remains employed with Dana (unless terminated before 6 months expires without 
cause or self-terminates for good reason, as described below).  Post-emergence 
bonus is payable as a lump sum within 30-days of expiration of 6-month period. 
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− Other Benefits:   

− Participation in company sponsored pension anddefined contribution retirement 
savings plansplan (SavingsWorks), welfare benefit plans, and other fringe 
benefits at the same level as other similarly situated executivesexecutive officers 
of the company. 

• Involuntary Termination without Cause1: 

Pre-Emergence:  

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months) and payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), with continued benefits (pension, 
health & welfare) for 2 year severance period or until age 65, whichever is sooner;  

Unpaid Completion Bonus (see above). 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment: Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 
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− Contractual SERP claim assumed. 

• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. Stanage and the Company: 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment Forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 

− Contractual SERP claim assumed. 

• Death: 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Disability2:1 

                                                 1  Disability would be defined as the absence from the executive’s duties for 180 consecutive business 
days as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a 
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− Base salary for up to 6 monthsthrough the end of the month, AIP bonus pro rata as per 
plan terms,. 

Pro-rata Completion Bonus through date of disability, 

Would be eligible for long-term disability benefits in accordance with applicable plan terms.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− Contractual SERP claim assumed. 

• Voluntary Termination/Termination for Cause:2 

− Forfeits:  (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4) AIP bonus (2) unvested SERP benefits. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  

• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
Supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

• Restrictive Covenants: 

 
(continued…) 
 
physician selected by the Company or its insurers and acceptable to the executive or the executive’s legal 
representative. 

2  Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for 
cause” termination would include a termination if the executive were convicted of a felony or if he neglects his duties 
or violates the noncompetition or nondisclosure covenants. 
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− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

− Non-compete and non-solicitation and non-competition covenants apply for the 
remainder of the contract term upon termination for any reason.  Post-emergence, these 
terms would apply for a 2-year period upon a termination without cause or a resignation 
for good reason (i.e., coterminous with the severance pay period)for an 18 month period 
upon termination other than for death or disability. 

• Legal Fees: Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, 
notices, etc.). 

− Terms that will not be included in new agreement:  (1) severance pay; (2) equity 
grants & replacement compensation. 
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1 Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for cause” 
termination would include a termination if the executive were convicted of a felony or if he neglects his duties or violates the 
noncompetition or nondisclosure covenants.   

2 Disability would be defined as the absence from the executive’s duties for 180 consecutive business days as a result 
of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected by the 
Corporation or its insurers and acceptable to the executive or the executive’s legal representative. 
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Dana Corporation 

Proposed Employment Arrangements 
Mike DeBacker 

 
• Background:  Term sheet for proposal to enter into employment agreement with Mike DeBacker. 

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Compensation & Benefits: 

− Base Salary: Current base annual salary ($405,000) will remain in effect and will 
thereafter be eligible for merit based annual increases as determined by the Compensation 
Committee of the Board of Directors.  

− Annual Incentive Plan (2006 & 2007):  $486,000 target award opportunity for the 2006 
performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans.  

− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $800,000.Per Total Enterprise Value Incentive Design  (See 
Supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan” and which would provide for both reorganization and asset sale 
scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence). 

Post-emergence payout:  50% payable 6 months after emergence; provided executive 
remains employed with Dana (unless terminated before 6 months expires without 
cause or self-terminates for good reason, as described below).  Post-emergence 
bonus is payable as a lump sum within 30-days of expiration of 6-month period. 
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− Other Benefits:   

− Participation in company sponsored pension anddefined contribution retirement 
savings plansplan (SavingsWorks), welfare benefit plans, and other fringe 
benefits at the same level as other similarly situated executivesexecutive officers 
of the company. 

• Involuntary Termination without Cause1: 

Pre-Emergence:  

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months) and payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), with continued benefits (pension, 
health & welfare) for 2 year severance period or until age 65, whichever is sooner;  

Unpaid Completion Bonus (see above). 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment: Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 
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− SERP claim assumed. 

• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. DeBacker and the Company: 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment Forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See Supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 

− SERP claim assumed. 

• Death: 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− SERP claim assumed. 

• Disability2:1 

                                                 1  Disability would be defined as the absence from the executive’s duties for 180 consecutive business 
days as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a 
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− Base salary for up to 6 monthsthrough the end of the month, AIP bonus pro rata as per 
plan terms,. 

Pro-rata Completion Bonus through date of disability, 

Would be eligible for long-term disability benefits in accordance with applicable plan terms.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See Supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See Supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

− SERP claim assumed. 

• Voluntary Termination/Termination for Cause:2 

− Forfeits:  (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4) AIP bonus (2) unvested SERP benefits. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  

• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
Supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See Supplement ¶ 5). 

• Restrictive Covenants: 

 
(continued…) 
 
physician selected by the Company or its insurers and acceptable to the executive or the executive’s legal 
representative. 

2  Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for 
cause” termination would include a termination if the executive were convicted of a felony or if he neglects his duties 
or violates the noncompetition or nondisclosure covenants. 
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− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

− Non-compete and non-solicitation and non-competition covenants apply for the 
remainder of the contract term upon termination for any reason.  Post-emergence, these 
terms would apply for a 2-year period upon a termination without cause or a resignation 
for good reason (i.e., coterminous with the severance pay period)for an 18 month period 
upon termination other than for death or disability. 

• Legal Fees: Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, 
notices, etc.). 

− Terms that will not be included in new agreement:  (1) severance pay; (2) equity 
grants & replacement compensation. 
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1 Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for cause” 
termination would include a termination if the executive were convicted of a felony or if he neglects his duties or violates the 
noncompetition or nondisclosure covenants.   

2 Disability would be defined as the absence from the executive’s duties for 180 consecutive business days as a result 
of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected by the 
Corporation or its insurers and acceptable to the executive or the executive’s legal representative. 
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Dana Corporation 

Proposed Employment Arrangements 
Ralf Goettel 

 
• Background:  Term sheet for proposal to enter into revised employment agreement with Ralf 

Goettel. 

• Employment Term: 

Two years with six month evergreen renewals.  The initial two-year term will commence on the 
date of Bankruptcy Court approval. 

− Until the effective date (the "Effective Date") of a plan of reorganization (a "POR") 
or sale of all or substantially all the assets of Dana. 

• Compensation & Benefits: 

− Base Salary: Current base annual salary ($385,000) will remain in effect and will 
thereafter be eligible for merit based annual increases as determined by the Compensation 
Committee of the Board of Directors.  

− Annual Incentive Plan (2006 & 2007):  $385,000 target award opportunity for the 2006 
performance period. 

− Eligible for short or long-term awards thereafter in accordance with any 
replacement short and/or long-term incentive plans.  

− For 2007, performance goals will be discussed with the UCC. 

− Completion Bonus:  $800,000.Per Total Enterprise Value Incentive Design  (See 
supplement ¶ 5). 

Earned upon “Successful Emergence” from Chapter 11, to be defined as “consummation 
of a plan” and which would provide for both reorganization and asset sale 
scenarios.  

Emergence payout:  50% payable at emergence (as a lump sum within 30 days of 
emergence). 

Post-emergence payout:  50% payable 6 months after emergence; provided executive 
remains employed with Dana (unless terminated before 6 months expires without 
cause or self-terminates for good reason, as described below).  Post-emergence 
bonus is payable as a lump sum within 30-days of expiration of 6-month period. 
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− Other Benefits:   

− Participation in company sponsored pension anddefined contribution retirement 
savings plansplan (SavingsWorks), welfare benefit plans, and other fringe 
benefits at the same level as other similarly situated executivesexecutive officers 
of the company and in accordance with current employment contract. 

• Involuntary Termination without Cause1: 

Pre-Emergence:  

Base Salary and AIP bonus at Target for remainder of contract term (maximum of 2 years, 
minimum of 18 months) and payable as a lump sum.  Payment represents 
liquidated damages and is in consideration for the restrictive covenants. 

Pro-rata Completion Bonus (paid on a pro-rata basis from date contract commences to 
date of emergence). 

Benefits same as other terminated employees (i.e., accrued but unpaid salary & vacation 
pay and vested benefits; no continuation of company-paid health insurance, 
pension service, or other fringe benefits).  

Post-Emergence: 

Severance equal to Base Salary and AIP (or other applicable bonus plan) at Target for the 
year of termination, multiplied by two and payable in a lump sum (in accordance 
with 409A, six months following termination), with continued benefits (pension, 
health & welfare) for 2 year severance period or until age 65, whichever is sooner;  

Unpaid Completion Bonus (see above). 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See supplement ¶ 5). 

− Completion Incentive after approval of business plan and prior to Effective Date of 
POR:  Payment pro-rated for time served between March 3, 2006 and the Effective 
Date based on actual performance in cash (See supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment: Full 
payment earned based on actual performance in cash (See supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 
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• Failure to complete replacement employment agreement upon expiration of the 
Agreement following good faith negotiations by Mr. Goettel and the Company: 

− No severance. 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms. 

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment Forfeit (See supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance in cash (See supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Full 
payment earned based on actual performance in cash (See supplement ¶ 5). 

− In consideration for the Restrictive Covenants (see below), Dana will pay one year 
salary plus target bonus to be paid in monthly installments over eighteen months. 

• Death: 

− Base salary through the end of the month, AIP bonus pro rata as per plan terms,. 

Pro-rata Completion Bonus through date of death.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See supplement ¶ 5). 

• Disability2:1 

− Base salary for up to 6 monthsthrough the end of the month, AIP bonus pro rata as per 
plan terms,. 

Pro-rata Completion Bonus through date of disability, 
                                                 1  Disability would be defined as the absence from the executive’s duties for 180 consecutive business 
days as a result of incapacity due to mental or physical illness which is determined to be total and permanent by a 
physician selected by the Company or its insurers and acceptable to the executive or the executive’s legal 
representative. 
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Would be eligible for long-term disability benefits in accordance with applicable plan terms.  

− Completion Incentive prior to approval of business plan by the Board of Directors:  
Payment forfeit (See supplement ¶ 5). 

− Completion Incentive after the approval of business plan and prior to Effective 
Date of POR:  Payment pro-rated for time served between March 3, 2006 and the 
Effective Date based on actual performance (See supplement ¶ 5). 

− Completion Incentive between Effective Date of POR and final payment:  Payment 
earned based on actual performance (See supplement ¶ 5). 

• Voluntary Termination/Termination for Cause:2 

− Forfeits: (1) liquidated damages, (2) severance, (3) unpaid proceeds of the completion 
bonus and (4)  AIP bonus. 

− May receive:  (1) accrued but unpaid salary, (2) vacation pay and (3) vested benefits.  

• Change of Control:   

Assumption of former change of control agreement with protection for 3 years following a 
Change of Control in connection with or after emergence. 

− Completion Incentive prior to Effective Date of POR:  Payment forfeit (See 
supplement ¶ 5).  

− Completion Incentive after Effective Date of POR and final payment:  Payment 
earned based on actual performance (See supplement ¶ 5). 

• Restrictive Covenants: 

− The Restrictive Covenant applies in consideration of the employment agreement in 
its entirety. 

− Confidentiality and non-disparagement covenants persist indefinitely. 

− Non-compete and non-solicitation and non-competition covenants apply for the 
remainder of the contract term upon termination for any reason.  Post-emergence, these 
terms would apply for a 2-year period upon a termination without cause or a resignation 
for good reason (i.e., coterminous with the severance pay period)for an 18 month period 
upon termination other than for death or disability. 

                                                 2  Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for 
cause” termination would include a termination if the executive were convicted of a felony or if he neglects his duties 
or violates the noncompetition or nondisclosure covenants. 
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• Legal Fees: Other Terms: 

− Legal Fees:  Pay for legal fees incurred by executive in seeking to obtain or enforce any 
right or benefit to which executive is entitled under the agreement, provided the executive 
substantially prevails in any dispute resolution proceeding. 

− Dispute resolution provisions & other miscellaneous items (i.e., choice of law, 
notices, etc.). 

− Terms that will not be included in new agreement:  (1) severance pay; (2) equity 
grants & replacement compensation. 
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1 Cause definition will be the same as in Mike Burns’ employment agreement.  In summary, a “for cause” 
termination would include a termination if the executive were convicted of a felony or if he neglects his duties or violates the 
noncompetition or nondisclosure covenants.   

2 Disability would be defined as the absence from the executive’s duties for 180 consecutive business days as a result 
of incapacity due to mental or physical illness which is determined to be total and permanent by a physician selected by the 
Corporation or its insurers and acceptable to the executive or the executive’s legal representative. 
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EXHIBIT B 
 
 
 

[Calculation of Threshold TEV and Target TEV]



DRAFT

Project Dakota – TEV Analysis ($MM)

As of July 13, 2006 (Current) As of March 2, 2006 (Day Before Ch. 11 Filing) As of February 1, 2006

Book Value(1)

Market 

Price(2) Market Value Book Value(1) Market Value Book Value(1) Market Value
Secured Debt
$275MM A/R Securitization Facility - - - $195.0 100.0% $195.0 $195.0 100.0% $195.0
$400MM Revolving Credit Facility - - - 377.0 100.0% 377.0 377.0 98.0% 369.5
US DIP Revolver - - - - - - - - -
CDN Revolver - - - - - - - - -
DIP Term Loan 700.0 99.8% 698.9 - - - - - -

Total Secured Indebtedness $700.0 $698.9 $572.0 $572.0 $572.0 $564.5

Unsecured Debt
6.500% Notes due March 15, 2008 $150.0 85.6% $128.4 $150.0 67.3% $100.9 $150.0 83.4% $125.1
6.500% Notes due March 1, 2009 350.0 85.6% 299.7 350.0 66.0% 231.0 350.0 78.3% 273.9
10.125% Notes due March 15, 2010 74.7 87.6% 65.5 74.7 65.3% 48.8 74.7 79.6% 59.5
9.000% Notes due August 15, 2011 115.6 84.4% 97.6 115.6 64.0% 74.0 115.6 74.6% 86.3
9.000% Euro Notes due August 15, 2011 8.6 80.9% (3) 7.0 8.6 65.1% (3) 5.6 8.6 73.8% (3) 6.4
5.850% Notes due January 15, 2015 450.0 75.6% 340.3 450.0 63.9% 287.4 450.0 69.3% 311.6
7.000% Notes due March 15, 2028 165.1 79.0% 130.4 165.1 65.0% 107.3 165.1 71.6% 118.2
7.000% Notes due March 1, 2029 268.3 78.9% 211.6 268.3 65.1% 174.7 268.3 69.4% 186.1
Other International Debt 45.3 100.0% 45.3 45.3 100.0% 45.3 45.3 100.0% 45.3
Intercompany Note to DCC 287.5 80.9% (3) 232.7 287.5 65.1% (3) 187.1 287.5 73.8% (3) 212.0

Total Unsecured Indebtedness $1,915.1 $1,558.4 $1,915.1 $1,262.0 $1,915.1 $1,424.4

Total Debt $2,615.1 $2,257.3 $2,487.1 $1,834.0 $2,487.1 $1,988.8
Less: Unrestricted Cash - - - - - -
Net Debt $2,615.1 $2,257.3 $2,487.1 $1,834.0 $2,487.1 $1,988.8

Total Enterprise Value Total Enterprise Value Total Enterprise Value
Share Price (USD) $2.54 $2.54 $1.04 $1.04 $5.11 $5.11

Primary Shares Outstanding (MM) (4) 150.4 150.4 150.4 150.4 150.4 150.4
Equity Market Capitalization $382.0 $382.0 $156.4 $156.4 $768.6 $768.6
Add: Net Debt 2,615.1 2,257.3 2,487.1 1,834.0 2,487.1 1,988.8
Total Enterprise Value $2,997.1 $2,639.3 $2,643.5 $1,990.5 $3,255.6 $2,757.4

2006P EBITDAR Multiple 12.9x 11.4x 11.4x 8.6x 14.0x 11.9x
EBITDAR $232.0

2006P EBITDAR Multiple 9.8x 8.6x 8.6x 6.5x 10.6x 9.0x
EBITDAR $306.4

2007P EBITDAR Multiple 10.1x 8.9x 8.9x 6.7x 10.9x 9.3x
EBITDAR $297.7

(1)  Estimated pre-petition book values.  Source: Dakota and Alix Partners.
(2)  Source:  LoanX and AdvantageData.
(3) No market prices available on LoanX and AdvantageData.  Market value estimated based off of prices for other securities.
(4) As of May 19, 2006.

Market 

Price(2)
Market 

Price(2)
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EXHIBIT C 
 
 
 

[Calpine Order] 




