A Message to UAW GM Retirees
Dear Brothers and Sisters,

As we all know, GM is engulfed in a severe crisis. GM’'s ggaigg losses during 2008 and
2009 have forced the company to file for bankruptcy. The Compangléa been forced to rely
on loans from the federal government in order to maintain its operationgis environment,
we are fighting every day to preserve and protect to the gteateent possible our hard-won
gains, particularly for the retirees, and surviving spouses akesti who helped build this
industry with your years of loyal service.

Last December, after a lengthy process that included cssignal hearings and petitioning the
White House, the federal government granted GM a short-termmgengy operating loan in
order to avoid an immediate liquidation of the company at thra. tiAs part of that loan, GM
was required to submit a restructuring plan to the Treasepaiment by February 17, 2009.
On March 30, President Obama announced that the company’s Februagn Ididol't go far
enough in reducing costs and laying the groundwork for sustainabilgysaid GM would have
to identify additional cost savings and debt reductions if GM weredeive additional financial
support. The Treasury Department’s auto task force also requirg@erde@ncessions from
UAW members, retirees and other company stakeholders.

On May 28, GM announced that the Treasury Department would provideoaddtitinancial
support in connection with a court-supervised restructuring of GM, or@dacce with the terms
of a broad restructuring agreement worked out betweensdmga GM, the UAW and
representatives of GM’s bondholders.

The agreement under which the Treasury Department will exteachéw financial support
includes a new schedule of contributions to the trust fund that vallige retiree medical
benefits beginning in 2010. It also includes modifications to theatwebargaining agreement
for active employees. The UAW active workforce ratified thgteement May 29. Based on
these agreements, the United States government will provide laototaer $50 billion in
financial support to allow GM to complete its restructuring.

GM’s recent bankruptcy filing is part of the agreement reach#dthe Treasury Department.
The goal of the bankruptcy filing is to allow for swift court apm@l of the restructuring so that
the company can move forward to implement the agreements between the parties.

Proposed Sale

To complete the restructuring, a new company will be formed whikklpuvchase the operating
assets of GM. If approved by the Bankruptcy Court, the new compdhgnter into the

agreements with the UAW covering both active and retired workers. The awitnership of the
new corporation will be allocated as follows:

> 72.5% -- United States and Canadian Governments

> 17.5% -- UAW Retiree Benefits Trust Fund
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» 10% -- Bondholders

As part of the approval of the proposed sale, the Bankruptcy Courtisuilba asked to approve
the new UAW Retiree Settlement Agreement, summarized belsvdescribed more fully in
Paragraph 6 of the attached document, if the court approves bathlehend the UAW Retiree
Settlement Agreement, responsibility for providing retiree benfdfr the duration of 2009, and
for making the contributions to the VEBA, will shift to the new conmypg@mhich will then own
GM'’s operating assets).

Attached to this letter is a formal notice from the Bankru@owrt regarding the proposed sale.
As described in that notice, the Bankruptcy Court will soon hold arfgeaoi consider the
proposed sale and the UAW Retiree Settlement Agreement.

Pension Plan Continues Without Change

The restructuring agreements provide that the new companyakéldver responsibility for the
GM UAW pension plan. That plan will continue operations and pension bemelitbe
continued at their current level.

Retiree Medical Benefits

Retiree medical benefits were one of the most significesuteis addressed in 2007 bargaining.
The 2007 National UAW-GM Agreement established a new Trust Fuallgdca “Voluntary
Employees’ Beneficiary Association” or “VEBA”), which is pmnsible for retiree medical
benefits starting on January 1, 2010. The 2007 Agreement establishexiesa of cash
contributions by the Company to the VEBA, beginning on January 1, 2010.

In order for GM to receive the necessary government support ehwihil allow the company to
complete its restructuring and continue operations into the futuve were required to support
a series of changes to the retiree medical and VEBA agreements.

In this difficult situation, we were able to preserve the coeglical benefits for retirees. These
were hard fought issues and the changes described below amdycpdeful. But if we had not
agreed to support these changes, the U.S. Treasury would not have proeidedditional
support to GM. Without this critical government support, GM’s nean tfuture would be in
serious peril and GM would face almost certain liquidation.

The following summarizes the principal features of the proposed agreement.

Existing Internal VEBA Assets Transferred in January 2010. Along with the new payment
structure described below, in January 2010 the VEBA will redbigeassets of an internal trust
fund maintained at GM (called the “Internal VEBA”). The valuethed assets in that fund is
currently approximately $10 billion. GM had sought to use these dssets/er the cost of
benefits prior to the January 1, 2010 implementation, which would have detlet®e assets
and diminished the cash balance in the new VEBA. We succesdsibted these efforts and
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the new VEBA will therefore receive the full value of theserdnal VEBA assets on January 1,
2010 as outlined in the 2007 agreement.

The assets in the Internal VEBA have been invested by GMeoWEBA's behalf since January
1, 2008. The value of these assets has been negatively impacted bipesmdithe investment

market during 2008 and so far in 2009. These assets will continueitwdsted during the

balance of 2009 and will be transferred to the new VEBA on January 1, 2010.

New $2.5 Billion Note. Under the new funding structure, the VEBA will receive a new Note,
payable in cash, with a principal amount of $2.5 billion. Cash payments tinedeew Note
(including accrued interest) will be $1.384 billion payable in each of 2013, 2015 and 2017.

New $6.5 Billion in Preferred Stock. The VEBA will also receive Preferred Stock in the new
company with a face value of $6.5 billion. This Preferred Stodkdes a 9% cash dividend
payment structure, under which $585 million is payable annually flangsas the VEBA holds
this stock. This dividend payment must be made before the new cprgrapay any dividends
to the holders of its common stock. If the company delays payofighe dividends on the
Preferred Stock, it will not be allowed to pay dividends to its commshareholders until it
becomes current on the VEBA's Preferred Stock dividend obligatiddkile this preference
over the common shareholders makes it likely the new companycenbistently pay the
preferred dividend, there is a risk that market conditions or otbtréabeyond the control of
the UAW may result in the company delaying these preferred dividends forpsuioe of time.

VEBA to own Significant GM Common Stock. Another requirement of the Treasury
Department loans was that a portion of the value received by BBA\be in the form of
common stock. To meet that requirement, the VEBA will receivimitial allocation of 17.5%
of the stock in the new company. The United States and Canadiann@ewes will receive
72.5% of the initial stock, and bondholders will receive 10%.

The VEBA will also have the right to designate a member of<aBbard of Directors, with
UAW consent. The VEBA will be required to vote its GM sharethe same proportion as the
votes of other shareholders.

The overall restructuring of GM will eliminate a tremendous iportof GM’s other debt
obligations. With a greatly improved balance sheet, as wedligmsficant restructuring of
business operations, there is a realistic prospect that the stthek mew company will represent
significant value in the future. If and when that occurs, a sa@mfiportion of that value will be
captured by the VEBA through this stock ownership.

Warrants. In addition to the direct ownership of the Preferred and Common Stockbeesc
above, the new VEBA will also receive a Warrant, which represtet right to an additional
2.5% of the Common Stock of the new company, with a strike pricendatat by an aggregate
$75 billion equity value for the new company. This will allow thEBA to realize additional

value if the total value of the stock of the new company exdbadivalue at any point prior to
expiration of the new Warrant.

The new VEBA agreement includes mechanisms for the VEBA totlsel Common and
Preferred Stock, as well as the new Warrants, to other parties under certdiilomendi
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Pension Pass Through Eliminated.One funding mechanism under the 2007 Agreement was
called the “Pension Pass Through.” Under that arrangement, th&BBA was scheduled to
impose an additional monthly contribution requirement, and the GM pensiafitbevere to
increase by a corresponding amount. This mechanism has been teliama its value is
instead reflected in the new Note and other instruments described above.

Mitigation VEBA Assets Transferred. Under the existing agreements, an independent VEBA
is currently providing dental benefits and certain “mitigation¥yrpants (i.e. covering a
significant portion of the co-pays, deductibles and contributions thisge®gtwvould otherwise be
required to pay under the 2005 agreement). Under the 2007 Agreemehe gddosed new
agreement, the assets in this existing independent VEBA (chéed/itigation VEBA”) will be
transferred into the new VEBA on January 1, 2010. It is expectddtithaassets in the
Mitigation VEBA will be approximately $700 million on January 1, 2@l@ the actual balance
will depend on investment performance and other factors during thackatd 2009. As
explained below, the dental benefits currently provided by the aiitig VEBA will be
eliminated in accordance with the proposed new agreement.

VEBA Committee can adjust benefits beginning in 2010As under the 2007 Agreement, the
VEBA will be governed by an 11-member Committee, including 5 bemappointed by the
UAW and 6 Independent Members. Under the 2007 Agreement, that Comhatie¢he
authority, starting on January 1, 2012, to adjust benefits so that blevels can be kept
consistent with the assets in the Trust. Under the proposedregiedhe Committee will be
allowed to make necessary benefit adjustments beginning whenVEBA assumes
responsibility on January 1, 2010.

Immediate Changes in Benefit Levels Required

Under the 2007 Agreement, GM remained responsible for providing retieeécal benefits
through the end of 2009, with the new VEBA taking over responsibilityaanaly 1, 2010. In
the discussions over the last several weeks, the company soughdrbnirhplementation” of
this transition. Had we agreed to that approach, the assets ME®A would have been
depleted to pay benefits for the remainder of 2009.

We succeeded in avoiding this depletion of the VEBA’s assets d20idg. The new company
will therefore continue to provide retiree medical benefits Herldalance of 2009 until the new
VEBA takes over responsibility. In exchange, however, the Tred3epartment insisted that
the benefits be immediately reduced to reflect GM’s diffidudancial situation. In order to
maintain the support of the Government, therefore, we were requirepie® @ the following
changes in benefits. These changes will be effective orl,JaR09 (or later if court approval is
delayed beyond that date).

Prescription Drug Co-Pays Retail (34 day supply)
e $10 Generic
» $25 Brand

Mail Order (90 day supply)
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$20 Generic
$50 Brand

Catastrophic Plan for retirees and survivi
spouses who fail to pay required monthly
contributions

niyo longer offered. Retirees and survivir
spouses currently in Catastrophic Plan w
be given opportunity to join regular plan.

g
il

Coverage for Erectile Dysfunction (ED)
medications (e.g. Viagra, Cialis, Levitra)

No longer offered, except in prior
authorized cases of Pulmonary Arterial
Hypertension

Coverage for the Proton Pump Inhibitor
drug class (e.g. omeprazole, Prilosec,
Zegerid, Nexium, Achiphex, Prevacid,
Protonix)

No longer offered, except in prior
authorized cases of Barrett's Esophagitig
and Zoellinger-Ellison Syndrome

Vision Program

No longer offered

Dental Program

No longer offered

Emergency Room Co-Pay

$100 (waived if admitted)

Medicare Part B Special Benefit ($76.20
per month for retirees enrolled in
Medicare)

No longer offered by health plan.

This modification is not applicable to
approximately 24,800 retirees and
surviving spouses who retired or began
receiving surviving spouse benefits befor
October 1979, and whose benefit is
provided through the pension trust. The
payments will continue for these pre-197
retirees and surviving spouses.

e

©

“Low Income Retirees” (less than $8,000
annual pension and monthly basic benef
rate of less than $33.33)

Monthly contribution requirement of $11
t(flat rate regardless of family status)

In all other respects, these retirees and
surviving spouses will be included in san
plan as other retirees and surviving
Spouses.

e

Monthly Contribution Requirements
(General Retirees)

No Change (currently $11/single and $23
family)

D
D

~

Deductible and Co-Pay Requirements
(General Retirees)

No Change (currently $164 annual
deductible and $273 annual (single) out-
pocket maximum)

Df-

Sponsored Dependents and Principally
Supported Children

Consistent with changes made to the active

medical program, the retiree medical
program will not allow the designation of
new “sponsored dependents” or
“principally supported children.” The
provisions allowing new dependents to b
added as a result of adoption or legal

[¢2)

guardianship will continue in effect.
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The Future Outlook

In the early years of the VEBA'’s existence, it is unlikdlgttthe VEBA will be able to sell the
stock in the new company. The new VEBA will therefore be requoade the $10 billion in
immediate contributions from the Internal VEBA at GM, along wlith assets of the Mitigation
VEBA and the $585 million annual cash dividend payment on the Prefewek, $» provide
retiree medical benefits during 2010 and 2011. Because of the umigeregarding the long-
term value of the stock, the Committee will likely be requitechake further adjustments in the
benefit levels for 2010 and 2011. The extent of those future adjustmdiniepand on many
factors, including investment returns in the Internal and MitigatideBBA's during the
remaining months of 2009, and whether the dividends on the new $6.5 billion énr&debtock
are delayed.

If the stock can be sold in 2012 or thereafter for significant vaheeCbmmittee will be able to
take that new value into account and restore some or all of thetbehati are being reduced
under these arrangements. In other words, if the current resimgofiiorts are successful and
the company returns to viability, the UAW retirees stand to teapbenefit of that recovery
through the VEBA's significant stock ownership.

We urge your support for these proposed agreements. In these difficult cncoesstwe
believe they provide the best possible protection for your retiree benefits.

In solidarity,
Ron Gettelfinger Cal RapsonVicePresident Bill Payne
UAW President and Director, UAW GM Department Counsel to the Class

Important Notes

For further informabn about the proposed agreement and the process for court révilbe ropose
agreements and the proposed sale, please refer to theeshldgal notice. Full and complete copie
the proposed retiree health agreement can be found on the websitslrfén that notice.

If you support the proposed agreement, you do not need to take any action at this #mInformation
about the modified medical plan will be sent to you followig court approval. If you wish to object
to the proposed agreementsyou must file a written objection as described in the relosed lega
notice.

Counsel to the Class Representatives participated in negeotatithe 2007 retiree medical agreem:
which were approved by the District Court for the Easternribisof Michigan on July 31, 200
Although the Class Representatives are not formal parties to thegneswreents described above, Cou
to the Class Representatives has reviewed the proposedhagteend is in full support of the efforts
obtain Bankruptcy Gurt approval of the new agreements. Counsel for the Claseriiesed a
appearance in the Bankruptcy case and will be supporting approval of the draga=sements.

NY2:\1997764\11\16thg11!.DOC\72240.0635 6





