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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-K

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

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

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

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

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

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

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

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

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

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

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

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

ITEM BUSINESS
1.

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

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

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

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

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

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

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

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

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

Court Orders

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

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

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

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

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

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

Retention of certain professional service providers.

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

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

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

Committees

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

Activity Throughout Duration of Chapter 11 Cases

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

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

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

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

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

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

Case Resolution

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Commodity Economics. The automotive supplier industry has been experiencing inflationary cost pressures
related to commodity pricing. Key areas of commodity cost pressures for the industry include steel, petroleum-based
resins, copper, aluminum, and platinum group metals. We anticipate continued pressure on the industry as suppliers
are not typically able to pass the increased commodity costs onto the
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VMs, particularly domestic VMs who have historically competed on the basis of price, and have recently been losing
market share to foreign VMs.

Benefit Costs. Healthcare and retirement benefit costs continue to be a prominent concern for many corporations.
U.S. automotive suppliers are currently working under growing pressure to bring these costs in line with global
competitors that have significantly lower healthcare, pension and other postemployment benefits ( OPEB ) costs.

Ongoing Industry Consolidation and Restructuring. The trend of consolidation among worldwide suppliers is
expected to continue as suppliers seek to achieve operating synergies and value stream efficiencies through business
combinations, build stronger customer relationships by following their customers as they expand globally, acquire
complementary technologies, and shift production among locations. The need for suppliers to provide VMs with
single-point sourcing of integrated systems and modules on a global basis has also fueled industry consolidation.
Additionally, VMs are experiencing rapid consolidation which affects customer/supplier relationships and provides
opportunities and risks as suppliers attempt to secure global supply contracts across broader vehicle platforms. Finally,
the combination of decreasing volumes of domestic VMs, and increasing competition from foreign VMs and
transplant suppliers, who generally have lower and more flexible cost structures, has accelerated the pace of
consolidation and the need of many domestic suppliers, including Delphi, to restructure operations and refocus
product design and development to enable them to compete more effectively.

Research, Development and Intellectual Property

Delphi maintains technical engineering centers in every major region of the world to develop and provide
advanced products, processes and manufacturing support for all of our manufacturing sites, and to provide our
customers with local engineering capabilities and design development on a global basis. As of December 31, 2005, we
employed approximately 26,000 engineers, scientists and technicians around the world, including 17,000 at our
technical centers and customer centers, with over one-third focused on electronic and high technology products,
including software algorithm development. We introduced over 200 new products and processes in 2005. We believe
that our engineering and technical expertise, together with our emphasis on continuing research and development,
allows us to use the latest technologies, materials and processes to solve problems for our customers and to bring new,
innovative products to market. We believe that continued research and development activities (including engineering)
are critical to maintaining our pipeline of technologically advanced products and during 2005 and maintained our total
expenditures for research and development activities (including engineering) despite cost pressures in other aspects of
our business. Total expenditures for research and development activities (including engineering) were approximately
$2.2 billion, $2.1 billion, and $2.0 billion for the years ended December 31, 2005, 2004, and 2003, respectively. We
seek to maintain our research and development activities in a more focused product portfolio and to allocate our
capital and resources to those products with distinctive technologies and greater electronics content; however, our
ability to do so will depend significantly on our ability to continue to generate sufficient cash from operations over
and above that needed to support ongoing operations and the significant reorganization activity planned.

We have generated a significant number of patents in the operation of our business. While no individual patent
taken alone is considered material to our business, taken in the aggregate, these patents provide meaningful protection
for Delphi s products and technical innovations. Similarly, while our trademarks are important to identify Delphi s
position in the industry, and we have obtained certain licenses to use intellectual property owned by others, we do not
believe that any of these are individually material to our business. We are actively pursuing marketing opportunities to
commercialize and license our technology to both automotive and non-automotive industries. This leveraging activity
is expected to further enhance the value of our intellectual property portfolio.
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Products and Competition

Critical success factors for us include managing our overall global manufacturing footprint to ensure proper
placement and workforce levels in line with business needs as well as competitive wages and benefits, maximizing
efficiencies in manufacturing processes, fixing or exiting unprofitable businesses, including those that are part of our
Automotive Holdings Group operations, and reducing overall material costs.

Although the overall number of our competitors has decreased due to ongoing industry consolidation, the
automotive parts industry remains extremely competitive. VMs rigorously evaluate suppliers on the basis of product
quality, price competitiveness, reliability and timeliness of delivery, product design capability, technical expertise and
development capability, new product innovation, leanness of facilities, operational flexibility, customer service and
overall management. In addition, our customers generally require that we demonstrate improved efficiencies, through
cost reductions and/or price decreases, on a year-over-year basis.

During 2005, our product offerings were organized in the following sectors: Dynamics, Propulsion, Thermal &
Interior and Electrical, Electronics & Safety, as well as the Automotive Holdings Group. To our knowledge, no other
Tier 1 supplier competes across the full range of our product areas within the automotive industry and other
transportation markets. Our product sector offerings and principal competitors as of December 31, 2005 are described
below. Refer to Note 19, Segment Reporting to the consolidated financial statements in this Annual Report for
additional financial information regarding each sector.

Dynamics, Propulsion, Thermal & Interior. Our Dynamics, Propulsion, Thermal & Interior product sector
accounted for $11.8 billion of our 2005 sales (43.8% excluding inter-sector sales). This sector offers a wide range of
electronic energy and engine management systems designed to optimize engine performance and emissions control
through management of vehicle air intake, fuel delivery, combustion and exhaust after-treatment. These systems
include diesel fuel-injection systems for light-, medium-, and heavy-duty vehicles. We believe Delphi s solenoid-based
common-rail system offers the best system performance and cost trade-off to customers. These systems eliminate the
need for high-pressure control valves (a major cost savings) and they provide precise fuel quantities and timing;
consistently superior emissions and noise performance over the vehicle s life (durability); superior actuation speed and
performance; and precise fuel delivery leading to reduced fuel consumption, lower fuel return temperature, and the
elimination of fuel coolers. The sector also offers all major electronic chassis control systems steering, braking,
suspension and engine, with a focus on providing superior ride and handling performance, high reliability, safety,
reduced mass and improved fuel efficiency. In addition, the sector offers comfort and convenience technologies and
products such as thermal management systems, integrated closure systems, and cockpits and interior systems. These
systems provide environmentally responsible and energy efficient solutions that maintain passenger comfort and
convenience while lowering costs and improving quality. Our principal competitors in the Dynamics, Propulsion,
Thermal & Interior product sector include the following: Robert Bosch GmbH, Denso Corporation, NSK Ltd.,
Siemens VDO Automotive AG, Continental Teves AG, TRW Automotive Inc., Valeo SA, and Visteon Corporation.

Our principal Dynamics, Propulsion, Thermal & Interior product lines include: gasoline and diesel engine
management systems that electronically optimize engine performance with components such as Inlet Metering Valve,
Rail-Valve Discharge software strategy, Individual-Injector Characterization and Accelerometer-Pilot Control; sensors
and actuators which provide essential data and control for integrated vehicle systems; air/fuel management
subsystems; exhaust emission systems; valve train systems; ignition products; fuel handling systems and evaporative
emissions canisters; vehicle stability control systems; MagneRide!™ high-performance, semi-active suspension control
systems; dynamic body control systems; other suspension components; brake systems; hydraulic and electric steering
systems and components including high-efficiency and high performance power steering systems; energy absorbing
steering columns and driver protection modules; driveline systems; constant velocity joints and propshafts; heating,
ventilation and air conditioning modules; powertrain cooling systems; climate control systems; thermal management
systems; door modules; power closure systems; cockpit and interior systems; instrument panels; and modular products
that unify several systems and subsystems into one simple-to-install-piece for
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the manufacturer. This sector is also developing solid oxide fuel cell technology and applications for the electronics
cooling, stationary air conditioning, and related thermal markets.

Electrical, Electronics & Safety. Our Electrical, Electronics & Safety product sector accounted for $13.1 billion
of our 2005 sales (48.8% excluding inter-sector sales). This sector is one of the leading global providers of automotive
electronics in addition to being a global leader in the production of connectors, wiring harnesses, switches and sensors
for electrical/electronic systems. The sector also offers a wide range of products related to vehicle safety systems as
well as the expertise to integrate them into individual vehicle designs to simplify manufacturer assembly and enhance
vehicle marketability. In addition to original equipment supply, the sector is also responsible for Delphi s aftermarket
and consumer electronics businesses offering products and services to a wide variety of customers. Principal
competitors for the Electrical, Electronics & Safety sector include: Autoliv Inc., Robert Bosch GmbH, Denso Inc.,
Siemens VDO Automotive AG, TRW Automotive, Visteon Corporation, and Yazaki Corporation.

Our principal Electrical, Electronics & Safety product lines include: a complete range of advanced audio systems
and components, including satellite reception systems for vehicles and home use and fully integrated audio systems
providing a variety of playback formats and which may be tailored to the requirements of specific customers; wireless
products that provide mobile connectivity, entertainment and information; powertrain and engine control modules
incorporating state-of-the-art computer technology to measure and optimize vehicle performance, improve fuel
economy and reduce emissions; sensors and actuators for advanced digital control systems; body and security
systems; safety systems electronics including passenger detection systems with advanced electronic sensors; reception
systems for vehicle entertainment, communication and information system solutions; collision warning systems;
connection systems; switches and mechatronic devices; electrical/electronic distribution systems; electrical centers;
and occupant protection systems. This sector s product lines also encompass aftermarket products offered through
Delphi Products & Service Solutions, including vehicle electronics, climate control products, diesel products and
advanced diagnostic equipment for diesel and gas engines, undercar products and wireless handheld vehicle diagnostic
systems. Consumer electronics products include products such as Delphi MyFi'™, Delphi XM SKYFi2®™, and Delphi
XM Roady XTt™ satellite radio receivers and Roady XT Personal Audio System'™, and a variety of accessories for
home, vehicle, and portable use; and Delphi rear-seat entertainment systems and navigation products all for the
consumer market.

Automotive Holdings Group. Our Automotive Holdings Group ( AHG ) accounted for $1.9 billion of our 2005
sales (7.1% excluding inter-sector sales). During 2005, AHG was comprised of select plant sites and non-core product
lines that we will seek to sell or wind-down, for further information, refer to Item 1. Business Chapter 11
Cases Activity Throughout Duration of Chapter 11 Cases, Potential Divestitures, Consolidations, & Wind-downs in
this Annual Report. Examples of AHG manufactured products include: suspension, brake, compressors, ignition,
instrument clusters, fuel handling and spark plugs.

Core Product Portfolio Upon Emergence. As announced on March 31, 2006, Delphi plans to focus its product
portfolio on those core technologies for which we believe we have significant competitive and technological
advantages. We do not expect the portfolio changes will have a significant impact on Delphi s independent aftermarket
or consumer electronics businesses. Delphi will concentrate the organization around the following core strategic
product lines:

Controls & Security (Body Security, Mechatronics, Power Products and Displays)

Electrical/ Electronic Architecture (Electrical/ Electronic Distribution Systems, Connection Systems and
Electrical Centers)

Entertainment & Communications (Audio, Navigation and Telematics)
Powertrain (Diesel and Gas Engine Management Systems)

Safety (Occupant Protection and Safety Electronics)
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Delphi intends to implement changes to our organizational structure and management reporting to support the
management of these core product lines. In conjunction with these organizational and management reporting changes
Delphi will re-evaluate its reportable segments as required by Statement of Financial Accounting Standards ( SFAS )
No. 131, Disclosures about Segments of an Enterprise and Related Information. The Company expects to change its
reporting segments in the third quarter of 2006, as the organizational changes will be effective July 1, 2006.
Customers

We primarily sell our products and services to the major global VMs. GM activity includes GM and its
consolidated subsidiaries. Activity with GM s non-consolidated subsidiaries (such as GM Shanghai) and activity with
other Tier 1 suppliers who sell directly to GM is classified as other customer activity and not as GM activity. As a
percentage of sales, our non-GM sales were 52% in 2005. Our business with customers other than GM has increased
since the Separation from GM in 1999. While we expect our non-GM business to continue to increase, we anticipate
that GM will remain our largest customer for a significant period of time due to forward commitments to supply
relationships, impediments to moving substantial business and our historic relationship with GM. Our sales to GM
continue to decline, principally due to declining GM production, the impact of customer driven price reductions and
the elimination of non-profitable businesses, as well as GM s diversification of its supply base and ongoing changes in
our vehicle content and the product mix supplied to GM. Delphi is currently facing considerable challenges due to
revenue decreases and related pricing pressures stemming from a substantial reduction in GM s North American
vehicle production. We currently supply parts to each regional sector of GM s Automotive Operations, including its
automotive operations in the U.S., Canada and Mexico ( GM-North America ), and GM s automotive operations
throughout the rest of the world ( GM-International ). In addition, we sell our products to the worldwide aftermarket for
replacement parts, including GM s Service and Parts Operations ( GM-SPO ) and to other distributors and retailers
(' Independent Aftermarket and Consumer Electronics ). While we intend to continue to focus on retaining and winning
GM s business, we cannot provide assurance that we will succeed in doing so. Additionally, our revenues may be
affected by increases or decreases in GM s business or market share and that impact will likely vary by region.

The following table shows this breakdown of our total net sales for each of the last three years.

Total Net Sales
Year Ended December 31,
2005 2004 2003
Customer $ % $ % $ %
(dollars in millions)
GM-North America $10,643 39.5% $12,706 44.4% $14,360 51.2%
GM-International 1,464 5.4% 1,788 6.3% 1,705 6.1%
GM-SPO 753 2.8% 923 3.2% 964 3.4%
Total GM 12,860 47.7% 15,417 53.9% 17,029 60.7%
Other customers 14,087 52.3% 13,205 46.1% 11,048 39.3%
Total net sales $26,947 100.0% $28,622 100.0%  $28,077 100.0%

Included in sales to other customers in the foregoing table are sales to all customers other than GM and its
consolidated subsidiaries, including sales to other major global VMs and sales to other Tier 1 suppliers who ultimately
sell to GM. Sales to four of these other major global VMs exceeded $850 million in 2005 including Ford Motor
Company, DaimlerChrysler Corporation, Renault/ Nissan Motor Company, Ltd, and Volkswagen Group. Also
included in sales to other customers are sales to independent aftermarket customers ( Independent Aftermarket ),
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off-road equipment ( Commercial Vehicles ), and other new customers beyond our traditional automotive customer
base ( New Markets ). We are continuing our efforts to diversify our business by supplying certain products, including
audio systems, fiber optic links, electronics cooling systems, connection systems, flex-circuits, wiring,
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instrumentation, pressure sensors, safety systems, and engine management systems and components to these non-VM
customers. These products are used in the commercial vehicle, construction, aftermarket, recreational vehicle (e.g.,
boats), motorcycle, aerospace, defense, medical, appliance, consumer electronics, and computer industries. We have
approximately 12,000 customers globally including Consumer Electronics customers such as Wal-Mart, Best Buy,
and Circuit City and Independent Aftermarket customers such as NAPA, Carquest, Group Auto Union and many
others. In addition, our Commercial Vehicle and New Markets customers include Caterpillar, Deere and Company,
Freightliner, Volvo Truck, Hyundai, Tata Motors, Paccar, International Truck, Harley-Davidson, Lockheed Martin,
General Electric, Siemens Medical, and Raytheon. We expect these sales to continue to grow in future years as we
commercialize existing technology and continue our focus on diversifying our customer base, although we can
provide no assurance that this will occur. In 2005, sales to our Independent Aftermarket, including Consumer
Electronics that are sold through retail channels, Commercial Vehicle and New Markets customers were

$2,605 million as compared to $2,264 million for 2004. Additional information regarding net sales by customer and
geographic area and net property by geographic area is included in Note 19, Segment Reporting to the consolidated
financial statements.

Variability in Delphi s Business

A significant portion of our business is generally related to automotive sales, which vary directly with the
production schedules of our VM customers. The market for vehicles is cyclical and dependent on general economic
conditions, consumer spending and buying preferences. The rate at which our customers build vehicles depends on
their market performance as well as company specific inventory and incentive strategies. Any significant reduction or
increase in automotive production by our customers may have a material effect on our business.

We have substantial operations in every major region of the world and economic conditions in these regions often
differ, which may have varying effects on our business. Our business is moderately seasonal, as our primary North
American customers historically halt operations for approximately two weeks in July and approximately one week in
December. Our European customers generally reduce production during the months of July and August and for one
week in December. Accordingly, our results may reflect this seasonality.

Raw Materials

We purchase various raw materials for use in manufacturing our products. The principal raw materials we
purchase include aluminum, copper, lead, platinum group metals, resins, and steel. All of these raw materials, except
the platinum group metals, are available from numerous sources. Currently, most of the platinum group metals we use
for catalytic converters produced for GM are procured directly from GM. Delphi purchases its remaining platinum
group metal requirements directly from Delphi suppliers, which primarily obtain or produce platinum group metals
from locations in South Africa, North America and Russia. We have not experienced any significant shortages of raw
materials and normally do not carry inventories of such raw materials in excess of those reasonably required to meet
our production and shipping schedules.

During 2005, we were challenged by commodity cost increases, most notably steel, petroleum-based resin
products and copper. We continue to proactively work with our suppliers and customers to manage these cost
pressures. Despite our efforts, surcharges and other cost increases, particularly when necessary to ensure the continued
financial viability of a key supplier, had the effect of reducing our earnings during 2005. Steel supply has continued to
be constrained and commodity cost pressures continued to intensify as our supply contracts expired during 2005. We
expect commodity cost pressures will continue during 2006. We have been seeking to manage these cost pressures
using a combination of strategies, including working with our suppliers to mitigate costs, seeking alternative product
designs and material specifications, combining our purchase requirements with our customers and/or suppliers,
changing suppliers and other means. To the extent that we experience cost increases we will seek to pass these cost
increases on to our customers, but if we are not successful, our operations in future periods may be adversely
impacted. To date, due to existing contractual terms, our success in passing commodity cost increases on to our
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customers has been limited. As contracts with our customers expire, we will seek to renegotiate terms that allow us to
recover the actual commodity costs we are incurring.
Environmental Compliance

We are subject to the requirements of U.S. federal, state, local and non-U.S. environmental and occupational
safety and health laws and regulations. These include laws regulating air emissions, water discharge and waste
management. We have an environmental management structure designed to facilitate and support our compliance with
these requirements globally. Although it is our intent to comply with all such requirements and regulations, we cannot
provide assurance that we are at all times in compliance. We have made and will continue to make capital and other
expenditures to comply with environmental requirements, although such expenditures were not material during the
past three years. Environmental requirements are complex, change frequently and have tended to become more
stringent over time. Accordingly, we cannot assure that environmental requirements will not change or become more
stringent over time or that our eventual environmental cleanup costs and liabilities will not be material.

Delphi is also subject to complex laws governing the protection of the environment and requiring investigation
and cleanup of environmental contamination. Delphi is in various stages of investigation and cleanup at its
manufacturing sites where contamination has been discovered. Additionally, Delphi has received notices that it is a
potentially responsible party ( PRP ) in proceedings at various sites, including the Tremont City Landfill Site located in
Tremont, Ohio, which is alleged to involve ground water contamination. In September 2002, Delphi and other PRPs
entered into a Consent Order with the Environmental Protection Agency ( EPA ) to perform a Remedial Investigation
and Feasibility Study concerning a portion of the site, which is expected to be completed during 2006. Based on
findings to date, we believe that a reasonably possible outcome of the investigative study is capping and future
monitoring of this site, which would substantially limit future remediation costs. We have included an estimate of our
share of the potential costs of such a remedy plus the cost to complete the investigation in our overall reserve estimate.
Because the scope of the investigation and the extent of the required remediation are still being determined, it is
possible that the final resolution of this matter may require that we make material future expenditures for remediation,
possibly over an extended period of time and possibly in excess of our existing reserves. We will continue to re-assess
any potential remediation costs and, as appropriate, our overall environmental reserves as the investigation proceeds.

When it has been possible to provide reasonable estimates of Delphi s liability with respect to environmental sites,
provisions have been made in accordance with U.S. GAAP. As of December 31, 2005, our reserve for such
environmental investigation and cleanup was approximately $51 million, including approximately $3 million included
in liabilities subject to compromise, which reflects in part the retention by GM of the environmental liability for
certain inactive sites as part of the Separation. We cannot ensure that environmental requirements will not change or
become more stringent over time or that our eventual environmental cleanup costs and liabilities will not exceed the
amount of our current reserves. Moreover, facility sales and/or closures relating to the restructuring process could
trigger additional and perhaps material environmental remediation costs, as previously unknown conditions may be
identified.

Arrangements Between Delphi and GM

The Separation of Delphi from GM was effective January 1, 1999, when we assumed the assets and related
liabilities of GM s automotive components businesses. In connection with the Separation, we entered into agreements
allocating assets, liabilities and responsibilities in a number of areas including taxes, environmental matters,
intellectual property, product liability claims, warranty, employee matters, and general litigation claims. We also
agreed to indemnify GM against substantially all losses, claims, damages, liabilities or activities arising out of or in
connection with our business post-Separation.

In connection with the Separation we also agreed to keep GM informed of any proposal to close a plant, eliminate
a product line or divest of a division, and in good faith reasonably consider GM s
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concerns. GM in turn agreed that it would not unreasonably withhold its consent to assignment of existing contracts
with GM relating to the business being sold to a qualified buyer.

As discussed above, as part of its transformation plan, Delphi identified non-core product lines that do not fit into
Delphi s future strategic framework, which we are seeking to sell or wind-down. Any sale or wind-down process,
however, is being conducted in consultation with the Company s customers, unions and other stakeholders to carefully
manage the transition of affected product lines. Generally we are seeking GM s support with respect to any sale of
product lines which could impact their business, including seeking their consent to assign GM contracts. Our ability to
obtain or require that GM s consent to an assignment of its existing agreements to a prospective buyer of a product line
will also be impacted by the extent to which we exercise our rights to reject, or assign and assume, contracts under the
Bankruptcy Code. For more information regarding these matters, refer to Item 1. Business Chapter 11 Cases, Contract
Rejection and Assumption Process in this Annual Report.

VM Supply Agreements. GM continues to be our largest customer and, to compete effectively, we will need to
continue to satisfy GM s pricing, service, technology and increasingly stringent quality and reliability requirements,
which, because we are GM s largest supplier, particularly affect us.

Our business with GM and with other VMs is governed by supply contracts. Consistent with GM s contracts with
other suppliers, on a case by case basis, GM may terminate a supply contract with Delphi and re-source the business
to another supplier for a variety of factors, such as our non-competitiveness (including, in many cases, price as well as
quality, service, design, and technology), cause, expiration and, termination for convenience. However, except with
respect to annual purchase orders where GM reserves a right to terminate for convenience, before GM exercises its
re-sourcing rights due to non-competitiveness for a particular product, GM is required to notify us of any such
non-competitiveness and provide us with a reasonable period of time during which to correct any such
non-competitiveness before GM may re-source the business. Termination for convenience means GM can terminate
the contract at any time for any reason. The majority of our supply contracts with GM having termination for
convenience provisions are annual purchase orders or long-term contracts. With respect to long-term contracts entered
into prior to October 1, 2003, GM had agreed that it would not re-source at any time during the contract period if our
goods become non-competitive with respect to price, technology, design or quality and we do not agree to be become
competitive. With respect to long-term contracts signed after October 1, 2003, GM has eliminated its right to
terminate the contract for convenience except in the case of cancellation or substantial modification of the related
vehicle program, however GM may re-source for non-competitive pricing at any time during the contract period,
subject to the requirement of notice and reasonable opportunity for us to become competitive. In addition, our supply
contracts with GM generally give GM the right to terminate in the event of a change in control of Delphi. Unilateral
termination by GM of a majority of its supply contracts with us would have a material adverse effect on our business.

Our supply contracts also cover service parts we provide to GM for sale to GM-authorized dealers worldwide.
Generally, similar to supply contracts with other VMs, the unit pricing on service parts that are not past model will
continue at the prices charged to GM in a range of three to five years after such service parts go past model. The term

past model refers to parts for vehicles that are no longer in production. Thereafter, unit prices for such service parts
will be negotiated between the parties.

On March 31, 2006, Debtors filed a motion with the Court seeking authority to reject certain customer contracts
with GM, for further information, refer to Item 1. Business Chapter 11 Cases, Contract Rejection and Assumption
Process in this Annual Report. Although to date the Company has not unilaterally revised the terms and conditions on
which it has been providing interim supply of parts to GM in connection with the expired contracts or filed additional
contract rejection motions, there can be no assurances that GM will not take such actions now or in the future. The
initial contract rejection motion is not scheduled to be heard by the Court until at least August 15, 2006.

Aftermarket Sales. Through December 31, 2003, aftermarket sales in the U.S. were covered by a Memorandum of
Understanding between GM-SPO and Delphi entered into in 2000 that, among other things, required GM-SPO to buy
aftermarket product from us if we met the market price for the

17

Table of Contents 24



Edgar Filing: DELPHI CORP - Form 10-K

Table of Contents

particular product, which was determined by reference to pricing in effect during calendar year 2000 and mutually
agreed upon market based adjustments. Alternatively, if we chose not to meet the market price for a particular
aftermarket product, GM-SPO could re-source and Delphi would cease supplying such product to GM-SPO for the
aftermarket in the U.S. or GM-SPO could purchase the products from Delphi at the higher price. Since the
Aftermarket Supply Agreement expired on December 31, 2003, for the past two years, we have been negotiating with
GM-SPO standard GM purchase order terms for those aftermarket products that GM wants to continue to source from
Delphi. The expiration of this agreement has not had a material adverse impact on our aftermarket sales to GM-SPO.

Employee Matters. As part of the Separation, we entered into several agreements with GM to allocate
responsibility and liability for certain employee related matters. In connection with our Separation from GM, GM
granted the UAW, ITUE-CWA, and United Steel Workers ( USWA ) represented employees guarantees covering
benefits to be provided to certain former U.S. hourly employees who became our employees. We have entered into an
agreement with GM that requires us to indemnify GM if GM is called to perform under the GM-UAW guarantee. Our
indemnification obligations remain in effect until October 18, 2007. If our negotiations with our unions, including the
UAW, and GM, do not result in a negotiated comprehensive restructuring plan which addresses our benefit
obligations to our U.S. hourly employees or if we prevail in our motions currently before the Court and then use the
Court-authority requested to reject the collective bargaining agreements and modify or eliminate retiree medical and
life insurance benefits for union retirees, GM s guarantee may be called upon. If in turn, GM requests indemnification,
our obligation to indemnify GM will become a prepetition claim which will be subject to compromise in the
chapter 11 cases. For further information refer to Item 1. Business Legacy Liabilities; Key Stakeholders in this Annual
Report.

Flowback Rights. Certain of our hourly UAW represented employees in the U.S. are provided with opportunities
to transfer to GM as appropriate job openings become available at GM and GM employees in the U.S. have similar
opportunities to transfer to Delphi to the extent job openings become available at our company. If such a transfer
occurs, in general, both our company and GM will be responsible for pension payments, which in total reflect such
employee s entire eligible years of service. Allocation of responsibility between Delphi and GM will be on a pro-rata
basis depending on the length of service at each company (although service at Delphi includes service with GM prior
to the Separation). There will be no transfer of pension assets or liabilities between GM and us with respect to such
employees that transfer between our companies. The company, to which the employee transfers, however, will be
responsible for OPEB obligations. An agreement with GM provides for a mechanism for determining a cash
settlement amount for OPEB obligations (also calculated on a pro-rata basis) associated with employees who transfer
between our company and GM.

Employees Union Representation

As of December 31, 2005, we employed approximately 184,200 people, of whom approximately 37,200 were
salaried employees and approximately 147,000 were hourly employees. On a comparable basis, as of December 31,
2004, we employed approximately 185,200 people, of whom approximately 37,300 were salaried employees and
approximately 147,900 were hourly employees. Our unionized employees are represented worldwide by
approximately 50 unions, including the UAW, the [IUE-CWA, the USWA, and Confederacion De Trabajadores
Mexicanos ( CTM ). As of December 31, 2005, approximately 22,900 hourly employees were represented by the
UAW, approximately 7,900 by the IUE-CWA and approximately 900 by the USWA.
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The Delphi-UAW National Labor Agreement and the Delphi-IUE-CW A National Labor Agreement expired in
September 2003 and November 2003, respectively. We entered into a new contract covering a four-year term through
2007 with each union. We assumed the terms of existing collective bargaining agreements for our U.S. employees
represented by other unions, including those represented by the USWA, in connection with the Separation. The
Delphi-USWA National Labor Agreement expires in September 2007. Under the terms of certain of our collective
bargaining agreements, Delphi is obligated to maintain specified employment levels at certain sites. These obligations
are subject to modification by joint agreement of Delphi and the union representing that site. As of December 31,
2005, actual employment levels at certain sites were below the specified employment levels.

As part of our chapter 11 cases, we are seeking modifications to our existing collective bargaining agreements. For
further information refer to Item 1. Business Legacy Liabilities; Key Stakeholders in this Annual Report.
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ITEM  RISK FACTORS
1A.

Set forth below (not necessarily in order of importance or probability of occurrence) are certain risks and
uncertainties that could adversely affect our results of operations or financial condition and cause our actual results to
differ materially from those expressed in forward-looking statements made by the Company. Also refer to Item 7.
Management s Discussion and Analysis of Financial Condition and Results of Operations Forward-Looking Statements
in this Annual Report.

Risk Factors Specifically Related to our Current Reorganization Cases Under Chapter 11 of the U.S.
Bankruptcy Code

If We Are Unable To Successfully Reorganize Our Capital Structure And Operations And Implement Our

Transformation Plan Through the Chapter 11 Process, The Debtors May Be Required To Liquidate Our Assets.

Commencing October 8, 2005, and October 14, 2005, the Company and certain of our U.S. subsidiaries filed
voluntary petitions for reorganization relief under chapter 11 of the Bankruptcy Code. Risk factors involving the
Chapter 11 Filings include, but are not limited to, the following:

The chapter 11 cases may adversely affect our business prospects and/or our ability to operate during the
reorganization cases.
We may have difficulty continuing to obtain and maintain contracts, including critical supply agreements,
necessary to continue our operations and at affordable rates with competitive terms.

We may have difficulty maintaining existing customer relationships and winning awards for new business.

We may not be able to further diversify our customer base and maintain our customer base in our non-Debtor
entities, both during and assuming successful emergence from chapter 11.

Debtor entity transactions outside the ordinary course of business are subject to the prior approval of the Court,
which may limit our ability to respond timely to certain events or take advantage of certain opportunities.

The Debtors may not be able to obtain Court approval or such approval may be delayed with respect to motions
made in the reorganization cases.

We may be unable to retain and motivate key executives and associates through the process of reorganization,
and we may have difficulty attracting new employees.

The Debtors may be unable to maintain satisfactory labor relations as they seek to negotiate changes to their
existing collective bargaining agreements and modify certain retiree benefits.

Representatives of certain of the unions representing the Debtors U.S. hourly employees, including the UAW
and IUE-CWA, have indicated that they received membership authorization and may call for a strike by their
employee members in the event the Debtor s labor agreements are rejected pursuant to the Debtors pending
motion before the Court under sections 1113 and 1114 of the Bankruptcy Code.
There can be no assurance as to our ability to maintain sufficient financing sources to fund our reorganization
plan and meet future obligations. We are currently financing our operations during our reorganization cases
using funds from operations and borrowings under our DIP financing, prepetition secured debt, and overseas
factoring and securitization. We may be unable to operate pursuant to the terms of our DIP financing
arrangements, including the financial covenants and restrictions contained therein, or to negotiate and obtain
necessary approvals, amendments, waivers or other types of modifications, and to otherwise fund and execute
our business plans throughout the duration of the chapter 11 cases. For more information regarding the terms of
our DIP facility and other uses and
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sources of financing, refer to Item 7. Management s Discussion and Analysis of Financial Condition and Results
of Operations Liquidity and Capital Resources in this Annual Report.

There can be no assurance that we will be able to successfully develop, prosecute, confirm and consummate one
or more plans of reorganization with respect to the chapter 11 cases that are acceptable to the Court and the
Company s creditors, equity holders and other parties in interest. Additionally, third parties may seek and obtain
Court approval to terminate or shorten the exclusivity period for Delphi to propose and confirm one or more
plans of reorganization, to appoint a chapter 11 trustee, or to convert the cases to chapter 7 cases.

Even assuming a successful emergence from chapter 11, there can be no assurance as to the overall long-term
viability of our operational reorganization.

In addition, the uncertainty regarding the eventual outcome of our restructuring, and the effect of other unknown
adverse factors, could threaten our existence as a going concern. Continuing on a going concern basis is dependent
upon, among other things, the success and Court approval of a reorganization plan, maintaining the support of key
vendors and customers, and retaining key personnel, along with financial, business, and other factors, many of which
are beyond our control.

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

Business Environment and Economic Conditions

The Cyclical Nature Of Automotive Sales And Production Can Adversely Affect Our Business.

Our business is directly related to automotive sales and automotive vehicle production by our customers.
Automotive sales and production are highly cyclical and depend on general economic conditions and other factors,
including consumer spending and preferences as well as changes in interest rate levels, consumer confidence and fuel
costs. In addition, automotive sales and production can be affected by labor relations issues, regulatory requirements,
trade agreements and other factors. Any significant economic decline that results in a reduction in automotive sales
and production by our customers can have a material adverse effect on our business, results of operations and financial
condition.

Our sales are also affected by inventory levels and VMs production levels. We cannot predict when VMs will
decide to either build or reduce inventory levels or whether new inventory levels will approximate historical inventory
levels. This may result in variability in our sales and financial condition. Uncertainty regarding inventory levels may
be exacerbated by favorable consumer financing programs initiated by VMs which may accelerate sales that otherwise
would occur in future periods. We also have historically experienced sales declines during the VMs scheduled
shut-downs or shut-downs resulting from unforeseen events. Continued uncertainty and other unexpected fluctuations
could have a material adverse effect on our business and financial condition.
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Drop In The Market Share And Changes In Product Mix Offered By Our Customers Can Impact Our

Revenues.

The mix of vehicle offerings by our VM customers also impacts our sales. A decrease in consumer demand for
specific types of vehicles where Delphi has traditionally provided significant content could have a significant effect on
our business and financial condition. Our sales of products in adjacent markets to our customers also depend on the
success of these customers retaining their market share. In addition, we may not be able to adapt our product offerings
to meet changing consumer preferences and our customers supply requirements on a timely, cost effective basis. The
ability to respond to competitive pressures and react quickly to other major changes in the marketplace including in
the case of automotive sales, increased gasoline prices or consumer desire for and availability of vehicles using
alternative fuels is also a risk to our future financial performance.

We Depend On General Motors Corporation As A Customer, And We May Not Be Successful At Attracting

New Customers.

GM is our largest customer and accounted for 48% of our total net sales in 2005. In addition, GM accounts for an
even greater percentage of our net sales in North America where we have limited ability to adjust our cost structure to
changing economic and industry conditions and where we are faced with high wage and benefit costs. Additionally,
our revenues may be affected by decreases in GM s business or market share. GM has reported a variety of challenges
it is facing, including with respect to its debt ratings, its relationships with its unions and large shareholders and its
cost and pricing structures. If GM is unable or unwilling to engage in a business relationship with us on a basis that
involves improved terms for Delphi (as compared to those currently in place), we believe that the Company s sales,
cost structure and profitability will be adversely affected. For these reasons, we cannot provide any assurance as to the
amount of our future business with GM. To the extent that we do not maintain our existing level of business with GM,
we will need to attract new customers or our results of operations and financial condition will be adversely affected.
There can be no assurance that we will be successful in expanding our existing customer base.

Contract Terms Continued Pricing Pressures, VM Cost Reduction Initiatives And Ability Of VMs To Resource

Or Cancel Vehicle Programs May Result In Lower Than Anticipated Margins, Or Losses, Which May Have A

Significant Negative Impact On Our Business.

Cost-cutting initiatives adopted by our customers generally result in increased downward pressure on pricing. Our
customer supply agreements generally require step downs in component pricing over the period of production. VMs
historically have had significant leverage over their outside suppliers because the automotive component supply
industry is fragmented and serves a limited number of automotive VMs, and, as such, Tier 1 suppliers are subject to
substantial continuing pressure from VMs to reduce the price of their products. We believe these pricing pressures
may further intensify, particularly in North America, as domestic VMs pursue restructuring and cost cutting initiatives
to better compete with their foreign competitors. If we are unable to generate sufficient production cost savings in the
future to offset price reductions, our gross margin and profitability would be adversely affected.

Furthermore, in most instances our VM customers are not required to purchase any minimum amount of products
from us. The contracts we have entered into with most of our customers provide for supplying the customers for a
particular vehicle model, rather than for manufacturing a specific quantity of products. Such contracts range from one
year to the life of the model (usually three to seven years), typically are non-exclusive or permit the VM to resource if
we do not remain competitive and achieve and pass through cost savings in the form of lower prices over the life of
the contract, and do not require the purchase by the customer of any minimum number of parts from us. Pricing and
capital investment decisions are made by us at the time the contract is entered into based on projected volumes.
Therefore, a significant decrease in demand for certain key models or group of related models sold by any of our
major customers or the ability of a manufacturer to resource and discontinue purchasing from us, for a particular

model or group of models, could have a material adverse effect on us.
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Competition We Operate In The Highly Competitive Automotive Supply Industry.

The automotive component supply industry is highly competitive, both domestically and internationally.
Competition is based primarily on price, technology, quality, delivery and overall customer service. Many of our
competitors operate with lower overall and/or more flexible cost structures than we do. In particular, we face
restrictions in our ability to adjust our cost structure to reduced VM production volumes or demand for our products.
This in turn may limit our ability to redeploy resources toward research and development of new technology or to
quickly respond to changing market demand or consumer preferences. There can be no assurance that our products
will be able to compete successfully with the products of our competitors. Furthermore, the rapidly evolving nature of
the markets in which we compete may attract new entrants, particularly in low cost countries. As a result, our sales
levels and margins could be adversely affected by pricing pressures caused by such new entrants. These factors led to
selective resourcing of future business to foreign competitors in the past and may continue to do so in the future. In
addition, any of our competitors may foresee the course of market development more accurately than us, develop
products that are superior to our products, have the ability to produce similar products at a lower cost than us, or adapt
more quickly than us to new technologies or evolving customer requirements. As a result, our products may not be
able to compete successfully with their products.

Certain Disruptions In Supply Of And Changes In the Competitive Environment For Raw Materials Integral

To Our Products May Adversely Affect Our Profitability.

We use a broad range of materials and supplies, including metals, castings, chemicals and electronic components
in our products. A significant disruption in the supply of these materials could decrease production and shipping
levels, materially increase our operating costs and materially adversely affect our profit margins. Shortages of
materials or interruptions in transportation systems, labor strikes, work stoppages, or other interruptions to or
difficulties in the employment of labor or transportation in the markets where our company purchases material,
components and supplies for the production of our products or where our products are produced, distributed or sold,
whether as a result of labor strife, war, further acts of terrorism or otherwise, in each case may adversely affect our
profitability. Significant changes in the competitive environment in the markets where our company purchases
material, components and supplies for the production of our products or where our products are produced, distributed
or sold also may adversely affect our profitability. In addition, our profitability may be adversely affected by changes
in economic conditions or political stability in the markets where our company procures material, components, and
supplies for the production of our principal products or where our products are produced, distributed, or sold (e.g.,
North America, Europe, Latin America and Asia-Pacific).

In recent periods there have been significant increases in the global prices of steel, resins, and copper, which have
had and may continue to have an unfavorable impact on our business. We anticipate that these increases will continue
to adversely affect our business throughout fiscal 2006. Any continued fluctuations in the price or availability of steel,
resins or copper may have a material adverse effect on our business, results of operations or financial condition. To
address increased costs associated with these market forces, a number of our suppliers have implemented surcharges
on existing fixed price contracts. Without the surcharge, some suppliers claim they will be unable to provide adequate
supply. We have implemented a steel raw material resale program with several suppliers whereby we leverage Delphi s
purchase volume. We have resourced 10-15% of our direct steel purchases to reduce the impact of these surcharges,
but still at prices higher than the original contract. As the resin raw material market related cost pressure continues, we
expect to see increasing costs in our resin as well as our plastic component supplier value streams. We will continue
efforts to pass some of the supply and raw material cost increases onto our customers, although competitive and
marketing pressures have limited our ability to do that particularly with domestic VMs and may prevent us from doing
so in the future. In addition, our customers are generally not obligated to accept price increases that we may desire to
pass along to them. This inability to pass on price increases to our customers when raw material prices increase
rapidly or to significantly higher than historic levels could adversely affect our operating margins and cash flow,
possibly resulting in lower operating income and profitability.
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We May Not Be Able To Respond Quickly Enough To Changes In Technology And Technological Risks, And

To Develop Our Intellectual Property Into Commercially Viable Products.

Changes in legislative, regulatory or industry requirements or in competitive technologies may render certain of
our products obsolete or less attractive. Our ability to anticipate changes in technology and regulatory standards and to
successfully develop and introduce new and enhanced products on a timely basis will be a significant factor in our
ability to remain competitive. We cannot provide assurance that we will be able to achieve the technological advances
that may be necessary for us to remain competitive or that certain of our products will not become obsolete. We are
also subject to the risks generally associated with new product introductions and applications, including lack of market
acceptance, delays in product development and failure of products to operate properly.

In order to effectively compete in the automotive supply industry, we must be able to launch new products to meet
our customers demand in a timely manner. We cannot provide assurance, however, that we will be able to install and
certify the equipment needed to produce products for new product programs in time for the start of production, or that
the transitioning of our manufacturing facilities and resources to full production under new product programs will not
impact production rates or other operational efficiency measures at our facilities. In addition, we cannot provide
assurance that our customers will execute on schedule the launch of their new product programs, for which we might
supply products. Our failure to successfully launch new products, or a failure by our customers to successfully launch
new programs, could adversely affect our results.

We May Not Succeed In Our Attempts To Improve Our Cost Structure

We may have difficulty in generating cost savings and operational improvements in the future and in adapting our
cost structure, particularly at our legacy sites, adequately to adjust for significant changes in vehicle production rates,
and to offset price reductions and increases in raw material or labor costs. Our labor costs may include increased
funding requirements for pensions or healthcare costs (some of which have been deferred during the chapter 11 cases).
Certain commodity prices, particularly steel, resins and copper, have markedly increased. Price reductions are often
required pursuant to contracts or to remain competitive with our peers and are sometimes necessary to win additional
business. In addition, our cost structure may be adversely affected by changes in the laws, regulations, policies or
other activities of governments, agencies and similar organizations where such actions may affect the production,
licensing, distribution or sale of our company s products, the cost thereof or applicable tax rates, or affect the cost of
legal and regulatory compliance or the cost of financing.

Asset Impairment And Other Restructuring Charges We May Suffer Future Asset Impairment And Other

Restructuring Charges, Including Write Downs of Goodwill Or Intangible Assets.

From time to time in the past, we have recorded asset impairment losses and closure, severance and restructuring
losses relating to specific plants and operations. Generally, we record asset impairment losses when we determine that
our estimates of the future undiscounted cash flows from an operation will not be sufficient to recover the carrying
value of that facility s building, fixed assets and production tooling. During 2005, we recorded total asset impairment
losses of $629 million. In light of the shifting nature of the competitive environment in which we operate, it is
possible that we will incur similar losses and charges in the future, and those losses and charges may be significant.
Refer to Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations Results of
Operations in this Annual Report.

We May Be Unable To Generate Sufficient Excess Cash Flow To Meet Increased U.S. Pension And OPEB

Funding Obligations Upon Emergence.

Our ability to generate sufficient cash may be impacted because of market volatility that adversely affects our
asset return expectations, the declining interest rate environment and for other reasons. Delphi s U.S. hourly pension
and OPEB exposed Delphi to approximately $10.7 billion in unfunded liabilities at
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December 31, 2005, of which approximately $2.3 billion was attributable to unfunded pension obligations and

$8.4 billion was attributable to OPEB obligations. Prior to the Chapter 11 Filings, Delphi projected that cash outflows
for hourly pension contributions and OPEB payments through 2007 would approximate $1.9 billion. Through the
chapter 11 process, Delphi is permitted to defer a significant portion of these contributions until it emerges from
chapter 11. Thus, the projected future cash outflows for hourly pension contributions and OPEB payments through
2007 may be significantly less than $1.9 billion. However, Delphi will be required to make up any deferred pension
contributions at the time of emergence from chapter 11. Furthermore, if the pension and OPEB obligations are not
addressed as part of the chapter 11 process, the accompanying cash needs beyond 2007 could continue to strain the
Company in the future.

Employee Strikes and Labor Related Disruptions May Adversely Affect our Operations.

Our business is labor intensive and utilizes a large number of unionized employees. Approximately 96% of our
U.S. hourly workforce is unionized. A strike or other form of significant work disruption by the unions would likely
have an adverse effect on our ability to operate our business. We filed a motion for authority to reject collective
bargaining agreements and to modify certain retiree benefits. We have received objections from each of the six unions
subject to such motion, two objections from non-union parties and a response from GM. If the Court grants the
motion, the contracts would be terminated, including the unions agreement that there will be no strikes over contract
negotiations during the term of the agreements. This means that the unions could authorize strikes simultaneously with
entry of the Court s order. Representatives of certain unions opposing the motion, including our two largest principal
unions, the UAW and the IUE-CWA, have received membership authorization indicating that they may call a strike
by their employee members in the event the labor agreements are rejected as a result of the motion. While we are
intent upon reaching consensual labor modifications prior to a ruling on our motion, it is possible that no consensual
resolution will be reached.

Our Exposure To Foreign Currency Fluctuations May Affect Our Financial Results

We have currency exposures related to buying, selling and financing in currencies other than the local currencies
in which we operate. Historically we have reduced our exposure through financial instruments that provide offsets or
limits to our exposures, which are opposite to the underlying transactions. We also face an inherent business risk of
exposure to commodity prices risks, and have historically offset our exposure, particularly to changes in the price of
various non-ferrous metals used in our manufacturing operations, through commodity swaps and option contracts.
Post-petition, we continue to manage our exposures to changes in currency rates and commodity prices using these
derivative instruments. However, due to the substantial uncertainty perceived by institutions and dealers who normally
act as counterparties to such instruments as to whether or not Delphi would seek protection under chapter 11 of the
Bankruptcy Code, during a substantial portion of the third quarter and fourth quarter of 2005 we were not able to enter
into hedging instruments. As a result we anticipate that in 2006 our exposure to changes, both favorable and
unfavorable, in currency rates and the price of non-ferrous metals and certain other commodities will be increased. We
cannot provide assurance that fluctuations in currency exposures and commodity prices will not otherwise have a
material adverse effect on our financial condition or results of operations, or cause significant fluctuations in quarterly
and annual results of operations.

Legal and Accounting Matters

We May Incur Material Losses And Costs As A Result Of Product Liability And Warranty Claims And

Intellectual Property Infringement Actions That May Be Brought Against Us.

We face an inherent business risk of exposure to product liability and warranty claims in the event that our
products fail to perform as expected and, in the case of product liability, such failure of our products results, or is
alleged to result, in bodily injury and/or property damage. In addition, as we actively pursue additional technological
innovation in both automotive and non-automotive industries and enhance the value of our intellectual property
portfolio, we incur ongoing costs to secure, enforce and defend our intellectual property and face an inherent risk of
exposure to the claims of other suppliers and parties that
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we have allegedly violated their intellectual property rights. We cannot assure that we will not experience any material
warranty, product liability or intellectual property claim losses in the future or that we will not incur significant costs
to defend such claims. In addition, if any of our products are or are alleged to be defective; we may be required to
participate in a recall involving such products. Each vehicle manufacturer has its own practices regarding product
recalls and other product liability actions relating to its suppliers. However, as suppliers become more integrally
involved in the vehicle design process and assume more of the vehicle assembly functions, VMs are increasingly
looking to their suppliers for contribution when faced with recalls and product liability claims. A recall claim brought
against us, or a product liability claim brought against us in excess of our available insurance, may have a material
adverse effect on our business. VMs are also increasingly requiring their suppliers to guarantee or warrant their
products and bear the costs of repair and replacement of such products under new vehicle warranties. Depending on
the terms under which we supply products to a vehicle manufacturer, a vehicle manufacturer may attempt to hold us
responsible for some or all of the repair or replacement costs of defective products under new vehicle warranties,
when the VM asserts that the product supplied did not perform as warranted. Although we cannot assure that the
future costs of warranty claims by our customers will not be material, we believe our established reserves are adequate
to cover potential warranty settlements. Our warranty reserves are based on our best estimates of amounts necessary to
settle future and existing claims. We regularly evaluate the level of these reserves, and adjust them when appropriate.
However, the final amounts determined to be due related to these matters could differ materially from our recorded
estimates.

Incurrence Of Significant Legal And Accounting Costs May Adversely Affect Our Profitability.

Costs relating to the following matters may be significant: legal and administrative proceedings such as the
ongoing SEC and Department of Justice investigation and any related private securities litigation as well as
environmental, commercial, product liability and intellectual property related matters, including adverse judgments
against Delphi if we fail to prevail in reversing such judgments, or adoption of new or updated accounting policies and
practices.

Federal Investigations May Lead To Significant Liabilities.

As previously disclosed, Delphi is the subject of an ongoing investigation by the SEC and the Department of
Justice involving Delphi s accounting for and the adequacy of disclosures for a number of transactions dating from
Delphi s spin-off from GM. Delphi is fully cooperating with the government s investigations. The Company entered
into an agreement with the SEC to suspend the running of the applicable statute of limitations until April 6, 2006 and
subsequently agreed to extend the suspension until August 31, 2006. Until these investigations are complete, Delphi is
not able to predict the effect, if any, that these investigations will have on Delphi s business and financial condition,
results of operations and cash flows. We cannot assure that the SEC will not impose fines or take other corrective
actions against us that could have a significant negative impact on our financial condition. In addition, publicity
surrounding the SEC s investigation or any enforcement action, even if ultimately resolved favorably for us, could
have a material adverse impact on our cash flows, financial condition, results of operations or business. The
government s investigations were not suspended as a result of Delphi s filing for chapter 11.

Environmental Factors Relating To Restructuring Activities.

It is expected that Delphi s restructuring activities will include the sale and/or closure of numerous facilities around
the world. In the course of this process, environmental investigations will be performed which are likely to identify
previously unknown environmental conditions, triggering additional and possibly material environmental remediation
costs.
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Debt

We Have Substantial Levels Of Debt And Debt Service That Will Divert A Significant Amount Of Cash From

Our Business Operations.

We have substantial levels of debt, including debt under our DIP credit facility and other debt instruments. We
have a $250 million in term loans and $7 million of letters of credit outstanding under our DIP credit facility as of
December 31, 2005. Additionally, we have approximately $2.5 billion in secured indebtedness outstanding under our
prepetition credit facilities. As of December 31, 2005, we had $2.1 billion of debt and $403 million of trust preferred
securities, all of which are subject to compromise, $650 million of other debt and $2.2 billion of cash and cash
equivalents. The credit facility agreements impose limits on our ability to incur additional debt including our ability to
draw down remaining amounts under the $1.75 billion revolver in our DIP credit facility. In accordance with the
limits set forth in those agreements, we may incur additional debt in the future. The degree to which we will be
leveraged could have important consequences, including:

requiring a substantial portion of our cash flow from operations to be dedicated to debt service and therefore not
available to us for our operations, capital expenditures and future business opportunities;

increasing our vulnerability to a downturn in general economic conditions or in our business;

limiting our ability to adjust to changing market conditions, placing us at a competitive disadvantage compared to
our competitors that have relatively less debt; and

limiting our ability to obtain additional financing or access other debt in the future for capital expenditures,
working capital or general corporate purposes.

Restrictions And Covenants In the DIP Credit Facility Limit Our Ability To Take Certain Actions And Require

Us to Satisfy Certain Financial Tests.

The agreements governing the DIP credit facility contain a number of significant covenants that, among other
things, will restrict our ability, and the ability of our subsidiaries, to take certain actions. The DIP credit facility
includes affirmative, negative and financial covenants that impose restrictions on Delphi s financial and business
operations, including Delphi s ability to, among other things, incur or secure other debt, make investments, sell assets
and repurchase stock. Additionally, the DIP credit facility includes negative covenants that prohibit the payment of
dividends by the Company. Generally, so long as the Facility Availability Amount (as defined in the DIP credit
facility) is equal or greater than $500 million, compliance with the restrictions on investments, mergers and
disposition of assets do not apply (except in respect of investments in, and dispositions to, direct or indirect domestic
subsidiaries of Delphi that are not guarantors).

The covenants in the DIP credit facility generally require Delphi to, among other things, (i) maintain a monthly
cumulative minimum global earnings before interest, taxes, depreciation, amortization, reorganization and
restructuring costs ( Global EBITDAR ), as defined, for each period beginning on January 1, 2006 and ending on the
last day of each fiscal month through November 30, 2006, as described in the DIP credit facility, and (ii) maintain a
rolling 12-month cumulative Global EBITDAR for Delphi and its direct and indirect subsidiaries, on a consolidated
basis, beginning on December 31, 2006 and ending on October 31, 2007 at the levels set forth in the DIP credit
facility. The DIP credit facility contains certain defaults and events of default customary for debtor-in-possession
financings of this type. Upon the occurrence and during the continuance of any default in payment of principal,
interest or other amounts due under the DIP credit facility, interest on all outstanding amounts is payable on demand
at 2% above the then applicable rate.

The DIP credit facility provides the lenders with a first lien on substantially all material tangible and intangible
assets of Delphi and its wholly-owned domestic subsidiaries (however, Delphi is only pledging 65% of the stock of its
first tier foreign subsidiaries to the extent that, in its reasonable business judgment,
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adverse tax consequences would result from the pledge of a greater percentage) and further provides that amounts
borrowed under the DIP credit facility will be guaranteed by substantially all of Delphi s affiliated Debtors, each as
debtor and debtor-in-possession.

Failure to comply with these covenants would result in an event of default under the DIP credit facility, which
would permit the lender to cause the amounts outstanding to become immediately due and payable. In addition, failure
to comply could result in termination of the commitments under our revolving credit facility, which would result in
Delphi being prohibited from borrowing additional amounts under such facility.

Internal Controls

Failure To Achieve And Maintain Effective Internal Controls In Accordance With Section 404 Of The

Sarbanes-Oxley Act of 2002 Could Have A Material Effect On Our Business.

As a publicly traded company, we are subject to rules adopted by the SEC pursuant to Section 404 of the
Sarbanes-Oxley Act of 2002. Section 404 requires us to include an internal control report from management in this
Annual Report on Form 10-K. The internal control report must include the following: (1) a statement of management s
responsibility for establishing and maintaining adequate internal control over financial reporting, (2) a statement
identifying the framework used by management to conduct the required evaluation of the effectiveness of our internal
control over financial reporting, (3) management s assessment of the effectiveness of our internal control over financial
reporting as of December 31 of each fiscal year, including a statement as to whether or not internal control over
financial reporting is effective, and (4) a statement that our independent registered public accounting firm has issued
an attestation report on management s assessment of internal control over financial reporting. A material weakness is
defined as a significant deficiency or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the annual or interim financial statements will not be prevented or detected.
Our assessment as of December 31, 2005 identified a number of material weaknesses in our internal controls over
financial reporting, which also adversely impacted our disclosure controls and procedures. For additional information
refer to Item 9A. Controls and Procedures in this Annual Report.

Because of the material weaknesses referenced in the preceding paragraph, management has concluded that, as of
December 31, 2005, our internal controls over financial reporting were not effective based on those criteria. This
failure and any failure in the future to achieve and maintain effective internal controls over financial reporting and
otherwise comply with the requirements of Section 404 could have a material adverse effect on our business. Such
noncompliance could result in perceptions of our business among customers, suppliers, rating agencies, lenders,
investors, securities analysts and others being adversely affected. We may not be able to complete our remediation
plans designed to address the identified material weaknesses in our internal controls over financial reporting and
continue to attract additional qualified accountants, and auditing and compliance professionals to assist in completing
such plans and maintaining compliance programs.

ITEM 1B. UNRESOLVED STAFF COMMENTS

We have no unresolved SEC staff comments to report.
ITEM 2. PROPERTIES

Delphi s world headquarters is in Troy, Michigan. Delphi also maintains regional headquarters in Tokyo, Japan;
Paris, France; and Sao Paulo, Brazil. Excluding our joint ventures and other investments, as of December 31, 2005 we
maintained 303 sites in 34 countries throughout the world, including manufacturing facilities, technical centers,
customer centers and sales offices. As of December 31, 2005, we owned our world headquarters. Of the remaining
302 sites, 33 were owned and 55 were leased in the U.S. and Canada, 35 were owned and 16 were leased in Mexico,
38 were owned and 67 were leased in Europe/ Middle East/ Africa; 11 were owned and 6 were leased in South
America; and 9 were owned and 32 were leased in Asia/ Pacific. Debtors have the right, subject to Court approval and

certain other
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conditions, to assume or reject their executory contracts, including unexpired leases. The Debtors are currently in the
process of evaluating all owned and leased real estate, and as of May 31, 2006, the Debtors have rejected a total of
three real property leases and one sublease. For more detailed discussion on the status of the reorganization cases and
the potential impact of such cases on Delphi and certain of its subsidiaries rights to occupy and use real property, refer
to Item 1. Business and Item 7. Management s Discussion and Analysis of Financial Condition and Results of
Operations Executive Summary in this Annual Report.

We continuously evaluate our global footprint to enhance support provided to our customers around the world
while at the same time controlling associated operating costs. We continue to seek to efficiently locate our global
manufacturing, engineering and sales footprint to serve the needs of our VM customers and to reduce instances of
over capacity in some of our manufacturing facilities.

ITEM 3. LEGAL PROCEEDINGS
Bankruptcy Proceedings

Refer to Item 1. Business section in this Annual Report for further information regarding the chapter 11 cases.
Regulatory Actions and Other Matters

As previously disclosed, Delphi is the subject of an ongoing investigation by the SEC and the Department of
Justice involving Delphi s accounting for and the adequacy of disclosures for a number of transactions dating from
Delphi s spin-off from GM. Delphi is fully cooperating with the government s investigations. The Company entered
into an agreement with the SEC to suspend the running of the applicable statute of limitations until April 6, 2006 and
subsequently agreed to extend the suspension until August 31, 2006. The government s investigations were not
suspended as a result of Delphi s filing for chapter 11. Until these investigations are complete, Delphi is not able to
predict the effect, if any, that these investigations will have on Delphi s business and financial condition, results of
operations and cash flows.

The Company also believes that the Enforcement Division of the SEC has taken a more proactive role, what the
SEC refers to as a risk based approach, by seeking information from issuers in an effort to assess issuers accounting or
disclosure practices before identifying specific wrong-doing. Delphi believes that the previously disclosed inquiry it
received during the fourth quarter of 2004 regarding accounting practices related to defined benefit pension plans and
other postemployment benefit plans is an example of this practice. Delphi continues to cooperate fully with the SEC s
informal inquiry in this matter.

Delphi is subject to the requirements of U.S. federal, state, local and non-U.S. environmental and occupational
safety and health laws and regulations. For a discussion of matters relating to compliance with laws for the protection
of the environment, refer to Item 1. Business Environmental Compliance in this Annual Report.

Shareholder Lawsuits

The Company, along with Delphi Trust I, Delphi Trust II, current and former directors of the Company, certain
current and former officers and employees of the Company or its subsidiaries, and others are named as defendants in
several lawsuits that were filed beginning in March 2005 following the Company s announced intention to restate
certain of its financial statements.

On December 12, 2005, the Judicial Panel on Multidistrict Litigation entered an order transferring each of the
related federal actions to the United States District Court for the Eastern District of Michigan for coordinated or
consolidated pretrial proceedings (the Multidistrict Litigation ).

The lawsuits transferred fall into three categories. One group of putative class action lawsuits, which are
purportedly brought on behalf of participants in certain of the Company s and its subsidiaries defined contribution
employee benefit pension plans that invested in Delphi common stock, is brought under the
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Employee Retirement Income Security Act of 1974, as amended (the ERISA Actions ). Plaintiffs in the ERISA
Actions allege, among other things, that the plans suffered losses as a result of alleged breaches of fiduciary duties
under ERISA. On October 21, 2005, the ERISA Actions were consolidated before one judge in the United States
District Court for the Eastern District of Michigan. The ERISA Actions were subsequently transferred to the
Multidistrict Litigation. On March 3, 2006, plaintiffs filed a consolidated class action complaint (the Amended ERISA
Action ) with a putative class period of May 28, 1999 to November 1, 2005. The Company, which was previously
named as a defendant in the ERISA Actions, was not named as a defendant in the Amended ERISA Action. The
plaintiffs are not currently asserting claims against or seeking relief from the Company in the Amended ERISA Action
due to the Company s bankruptcy filing, but have stated that they plan to proceed with claims against the Company in
the ongoing bankruptcy cases, and will seek to name the Company as a defendant in the Amended ERISA Action if
the bankruptcy stay is modified or lifted to permit such action. The defendants have filed a motion to dismiss the
Amended ERISA Action.

A second group of putative class action lawsuits variously alleges, among other things, that the Company and
certain of its current and former directors and officers and others made materially false and misleading statements in
violation of federal securities laws. On September 23, 2005, these securities actions were consolidated before one
judge in the United States District Court for the Southern District of New York. On September 30, 2005, the
Court-appointed lead plaintiffs filed a consolidated class action complaint (the Amended Securities Action ) on behalf
of a putative class consisting of all persons and entities who purchased or otherwise acquired publicly-traded
securities of the Company, including securities issued by Delphi Trust I and Delphi Trust II, during a putative class
period of March 7, 2000 through March 3, 2005. The Amended Securities Action names several new defendants,
including Delphi Trust II, certain former directors, and underwriters and other third parties, and includes securities
claims regarding additional offerings of Delphi securities. The securities actions consolidated in the Southern District
of New York (and a related securities action filed in the United States District Court for the Southern District of
Florida concerning Delphi Trust I) were subsequently transferred to the Eastern District of Michigan as part of the
Multidistrict Litigation. The action is stayed against the Company pursuant to the Bankruptcy Code, but is continuing
against the other defendants.

The third group of lawsuits is comprised of shareholder derivative actions against certain current and former
directors and officers of the Company ( Shareholder Derivative Actions ). In October 2005, following the filing by the
Company of its petition for reorganization relief under chapter 11 of the U.S. Bankruptcy Code, three of the four
shareholder derivative actions were closed administratively without prejudice. (Two of the three lawsuits that were
closed were pending in the Circuit Court of Oakland County, Michigan, and the other was pending in the United
States District Court for the Eastern District of Michigan.) The plaintiff in the remaining shareholder derivative action
has agreed to adjourn defendants time to respond without date. The two federal derivative actions were transferred to
the Multidistrict Litigation.

In addition, the Company received a demand from a shareholder that the Company consider bringing a derivative
action against certain current and former directors and officers. The Shareholder Derivative Actions and the
shareholder demand are premised on allegations that certain current and former directors and officers of the Company
made materially false and misleading statements in violation of federal securities laws and/or of their fiduciary duties.
The Company has appointed a committee of the Board of Directors to consider the shareholder demand. That
committee of the Board of Directors is still investigating the matter.

Due to the preliminary nature of these lawsuits, the Company is not able to predict with certainty the outcome of
this litigation or the Company s potential exposure related thereto. In addition, because any recovery on allowed
prepetition claims is subject to a confirmed plan of reorganization, the ultimate distribution with respect to allowed
claims is not presently ascertainable. While Delphi maintains directors and officers insurance subject to a $10 million
deductible, and has recorded a reserve in the amount of the deductible, the Company cannot assure the extent of
coverage or that the impact of any loss not covered by insurance or applicable reserves would not be material.
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Under section 362 of the U.S. Bankruptcy Code, the filing of a bankruptcy petition automatically stays most
actions against a debtor, including most actions to collect prepetition indebtedness or to exercise control over the
property of the debtor s estate. Absent an order of the Court, substantially all prepetition liabilities of the debtor are
subject to settlement under a plan of reorganization.

Ordinary Business Litigation

In addition to the matters referred to below, Delphi is involved in routine litigation incidental to the conduct of its
business. Although the Company does not believe this routine litigation to which it is currently a party will have a
material adverse effect on its business or financial condition, the Company faces an inherent business risk of exposure
to product liability claims in the event that the failure of its products results or is alleged to result in personal injury or
death, and it cannot provide assurance that Delphi will not experience any material product liability losses in the
future. In addition, as the Company successfully diversifies its customer base and adapts its automotive technology to
new markets, it may face an increased risk of product liability suits.

With respect to product liability, if any Delphi-designed products are or are alleged to be defective, Delphi may be
required to participate in a recall involving such products. Each VM has its own policy regarding product recalls and
other product liability actions relating to its suppliers. As suppliers become more integrally involved in the vehicle
design process and assume more of the vehicle assembly functions, VMs are increasingly looking to their suppliers for
contribution when faced with product liability claims. In connection with the Separation, GM agreed to retain
responsibility for all product liability actions relating to products the Company manufactured prior to January 1, 1999
and sold or otherwise supplied to GM either before or after that date. Delphi is responsible for all product liability
actions relating to products it sold at any time to customers other than GM. Responsibility for product liability actions
relating to products manufactured on or after January 1, 1999 and sold to GM are determined in accordance with the
agreements for such sales. Delphi may also be subject to significant financial and legal obligations with respect to
certain divested businesses.

From time to time, in the ordinary course of business, Delphi receives notices from customers that products may
not function properly. The terms and conditions of the applicable contract generally govern Delphi s warranty
responsibility for its products, which vary from contract to contract. Most of the Company s contracts require that it
make certain warranties to its customers regarding, among other things, conformity to specifications and freedom
from defect. VMs generally offer warranties to new vehicle purchasers, which cover the repair and replacement of
defective parts on their vehicles for a specified period of time. Historically, VMs have borne the cost associated with
such warranty programs, including costs related to the repair and replacement of parts supplied to the VM by the
supplier. For the past several years, VMs, including GM, have been requiring their outside suppliers to bear a greater
portion of these costs and have been increasingly vigorous in pursuing warranty claims. Depending on the terms under
which Delphi supplies products to a VM, a VM might seek to hold Delphi responsible for some or the entire repair or
replacement costs of such products under new vehicle warranties, when the product supplied did not perform as
represented. On May 3, 2006, GM notified us and our unsecured creditors committee that it was seeking to exercise
set-off rights in the amount of approximately $67 million, alleging that catalytic converters supplied by Delphi to GM
for certain 2001 and 2002 vehicle platforms did not conform to specifications. Delphi believes that GM s claims are
without merit and therefore disputes GM s right to set-off amounts against future payments. If the parties cannot
resolve the dispute, it will be submitted to mediation and, if not resolved, to binding arbitration, in accordance with the
Court s final order approving the Company s DIP credit facility. For more information on product warranty accruals
and usage refer to Note 11, Accrued Liabilities of the consolidated financial statements in this Annual Report.

Although the Company cannot ensure that the future costs of warranty claims by GM or other customers will not
be material, it believes its established reserves are adequate to cover potential warranty settlements. Delphi s warranty
reserves are based upon the Company s best estimates of amounts necessary to settle future and existing claims. Delphi
regularly evaluates the appropriateness of these reserves, and
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makes adjustments when appropriate. However, the final amounts determined to be due related to warranty matters
could differ materially from its recorded estimates.

As Delphi actively pursues additional technological innovation in both automotive and non-automotive industries
and enhances the value of its intellectual property portfolio, Delphi incurs ongoing costs to secure, enforce and defend
the Company s intellectual property and faces an inherent risk of exposure to the claims of other suppliers and parties
that it has allegedly violated their intellectual property rights. Delphi cannot ensure that it will not experience any
material intellectual property claim losses in the future or that it will not incur significant costs to defend such claims.
As previously disclosed, on September 7, 2004, we received the arbitrator s binding decision resolving a dispute
between Delphi and Litex over alleged infringement of certain patents regarding methods to reduce engine exhaust
emissions. As previously disclosed, the results of the arbitration did not have a material impact on Delphi s financial
condition, operations or business prospects. However, in March 2005, we received correspondence from counsel
representing Litex that Litex intended to file various tort claims against Delphi in California state court. On March 4,
2005, Delphi filed a complaint in the United States Federal Court for the District of Massachusetts seeking declaratory
relief to enforce the parties settlement agreement in the original case, prohibiting Litex from bringing such claims. On
April 18, 2005, Litex countersued asserting various tort claims against Delphi and requesting that the court void
aspects of the parties agreement in the original case. On October 17, 2005, the court entered judgment in Delphi s
favor and dismissed all of Litex s claims with prejudice. Litex had until December 16, 2005 to file a notice of appeal,
but has taken the position that the automatic stay in place in Delphi s chapter 11 cases prevented Litex from doing so.
It is Delphi s position that Litex has waived its right to appeal.

Additionally, for the past several years Delphi has been involved in patent licensing negotiations with Denso
Corporation ( Denso ) relating to engine control technology. This matter, including the lawsuit that had been filed by
Denso, has now been resolved through entry of a patent cross license agreement. Patent license negotiations are
ongoing with Denso in connection with variable valve timing technology and it is expected that these negotiations will
be concluded on commercially reasonable terms and in accordance with ordinary industry practices.

Delphi believes that it is adequately insured, with respect to product liability coverage, at levels sufficient to cover
any potential claims, subject to commercially reasonable deductible amounts. The Company has also established
reserves in amounts it believes are reasonably adequate to cover any adverse judgments with respect to the other
claims described above. However, any adverse judgment in excess of the Company s insurance coverage and such
reserves could have a material adverse effect on its business.

Under section 362 of the Bankruptcy Code, the filing of a bankruptcy petition automatically stays most actions
against a debtor, including most actions to collect prepetition indebtedness or to exercise control over the property of
the debtor s estate. Absent an order of the Court, substantially all prepetition liabilities are subject to settlement under a
plan of reorganization.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

During the fourth quarter of the year covered by this report on Form 10-K, no matters were submitted to a vote of

security holders.
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SUPPLEMENTARY ITEM. EXECUTIVE OFFICERS OF THE REGISTRANT
Executive Officers

The name, age, position and a description of the business experience of each of the executive officers of Delphi as
of January 1, 2006 are listed below. There was no family relationship among the executive officers or between any
executive officer and a director. Executive officers of Delphi are elected annually by the Board of Directors and hold
office until their successors are elected and qualified or until their earlier resignation or removal.

Name Age Position

Robert S. Miller 64 Chairman of the Board & Chief Executive Officer

Rodney O Neal 52 Director, President & Chief Operating Officer

David B. Wohleen 55 Vice Chairman

Robert J. Dellinger 45 Executive Vice President & Chief Financial Officer

Mark R. Weber 57 Executive Vice President, Operations, Human Resource
Management & Corporate Affairs

John D. Sheehan 45 Vice President and Chief Restructuring Officer, Chief
Accounting Officer and Controller

David M. Sherbin 46 Vice President & General Counsel

Mpr. Miller was named chairman and chief executive officer of Delphi Corporation effective July 1, 2005. Prior to
joining Delphi, Mr. Miller served as a director of Federal-Mogul Corporation, a global automotive component
supplier, since 1993, including as a non-executive chairman from January 11, 2001 to October 1, 2001, and from
January 2004 until June 2005, and three times in a transitional role as chief executive officer of Federal-Mogul; in
1996, again in 2000 and again from July 2004 until February 2005. From September 2001 until December 2003,

Mr. Miller was the chairman and chief executive officer of Bethlehem Steel Corporation, a steel manufacturing
company. He currently serves on the board of directors of United Airlines and Symantec Corporation.

Mr. O Neal was named president and chief operating officer of Delphi Corporation effective January 7, 2005.
Prior to that position, Mr. O Neal served as president of the Dynamics, Propulsion and Thermal sector effective
January 1, 2003. This sector was realigned effective January 1, 2004 and is now the Dynamics, Propulsion, Thermal &
Interior sector. He assumed additional responsibility for Europe and South America in January 2004. He had been
executive vice president of Delphi and president of the former Safety, Thermal and Electrical Architecture sector since
January 2000. Previously, he had been vice president and president of Delphi Interior Systems since November 1998
and general manager of the former Delphi Interior & Lighting Systems since May 1997. Mr. O Neal is a member of
the board of directors of Goodyear Tire & Rubber Company. He is a member of the Executive Leadership Council.

Mr. Wohleen was named vice chairman of Delphi Corporation effective January 7, 2005. Prior to that position,
Mr. Wohleen served as president of the Electrical, Electronics, Safety & Interior sector effective January 1, 2003. This
sector was realigned effective January 1, 2004 and is now the Electrical, Electronics & Safety sector. He assumed
additional responsibility for Asia-Pacific in January 2004. He had been a Delphi executive vice president and
president of the former Delphi Electronic and Mobile Communication sector since January 2000. Previously, he was
vice president and president of Delphi Delco Electronics Systems since November 1998 and general manager of
Delphi Delco Electronics Systems since August 1998. He was the executive champion for Delphi s GM Customer
Team. He is also a member of the Board of Directors for the National Association of Manufacturers and serves on the
Board of Trustees for Lawrence Technological University in Southfield, MI. As previously announced, effective
June 1, 2006, Mr. Wohleen retired from Delphi and his responsibilities were transitioned to Delphi s other officers.

Mr. Dellinger was named executive vice president and chief financial officer of Delphi Corporation effective
October 8, 2005. From June 2002 to September 2005, Mr. Dellinger served as executive vice president and chief
financial officer of Sprint Corporation, where he also was executive vice president of finance from April 2002 to June
2002. Before joining Sprint, Mr. Dellinger served as president and chief
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executive officer of GE Frankona Re based in Munich, Germany with responsibility for the European operations of
General Electric s Employers Reinsurance Corporation, a global reinsurer, from 2000 to 2002. From 2001 to 2002, he
also served as president and chief executive officer of General Electric s Employers Reinsurance Corporation s
Property and Casualty Reinsurance business in Europe and Asia. From 1997 to 2000, he served as executive vice
president and chief financial officer of General Electric s Employers Reinsurance Corporation. Other positions

Mr. Dellinger held at General Electric include manager of finance for GE Motors and Industrial Systems and director
of finance and business development for GE Plastics Pacific based in Singapore. Mr. Dellinger is a member of the
board of directors of SIRVA, INC.

Mr. Weber was named executive vice president, Operations, Human Resource Management and Corporate Affairs
for Delphi effective January 1, 2000. He had been vice president of Human Resource Management for Delphi since
November 1998 and executive director of Human Resource Management for Delphi since January 1995. He is the
executive champion for Delphi s Harley-Davidson Customer Team.

Myr. Sheehan was named vice president and chief restructuring officer for Delphi Corporation effective October 8,
2005. Prior to this position, he served as acting chief financial officer since March 2005. Mr. Sheehan also retained his
responsibilities as chief accounting officer and controller. He was named chief accounting officer and controller of
Delphi Corporation effective July 1, 2002. Previously, he was a partner at KPMG LLP since 1995. His experience at
KPMG LLP included 20 years in a number of assignments in the U.S., England, and Germany.

Myr. Sherbin was named vice president and general counsel for Delphi Corporation effective October 1, 2005. He
also serves as the Company s chief compliance officer. Prior to his positions at Delphi, Mr. Sherbin was vice president,
general counsel and secretary for Pulte Homes, Inc. since January 2005. Prior to joining Pulte Homes, Inc., since 1997
he was an attorney at Federal-Mogul Corporation, including its senior vice president, general counsel and secretary
since 2003. Mr. Sherbin presently serves on the Board of Directors of the Michigan Center for Civic Education.

For purposes of calculating the aggregate market value of Delphi s common stock held by non-affiliates, as shown
on the cover page of this report, it has been assumed that all the outstanding shares were held by non-affiliates, except
for the shares held by directors, and executive officers of Delphi. However, this should not be deemed to constitute an
admission that all such persons of Delphi are, in fact, affiliates of Delphi, or that there are not other persons who may
be deemed to be affiliates of Delphi. Further information concerning shareholdings of executive officers, directors and
principal shareholders is included in Part III, Item 12 in this Annual Report.
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PART II

ITEM MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
S. AND ISSUER PURCHASES OF EQUITY SECURITIES

On October 11, 2005, the New York Stock Exchange ( NYSE ) announced suspension of trading of Delphi s
common stock (DPH), 6!/2% Notes due May 1, 2009 (DPH 09), and its 7!/8 % debentures due May 1, 2029
(DPH 29), as well as the 8.25% Cumulative Trust Preferred Securities of Delphi Trust I (DPH PR A). This action
followed the NYSE s announcement on October 10, 2005, that it was reviewing Delphi s continued listing status in
light of Delphi s announcements involving the filing of voluntary petitions for reorganization relief under chapter 11 of
the Bankruptcy Code. The NYSE subsequently determined to suspend trading based on the trading price for the
common stock, which closed at $0.33 on October 10, 2005, and completed delisting procedures on November 11,
2005.

Delphi s common stock (OTC: DPHIQ) and preferred shares (OTC: DPHAQ) are being traded as of the date of
filing this Annual Report on Form 10-K with the SEC on the Pink Sheets LLC (the Pink Sheets ), a quotation service
for over the counter ( OTC ) securities, and are no longer subject to the regulations and controls imposed by the NYSE.
Pink Sheets is a centralized quotation service that collects and publishes market maker quotes for OTC securities in
real-time. Delphi s listing status on the Pink Sheets is dependent on market makers willingness to provide the service
of accepting trades to buyers and sellers of the stock. Unlike securities traded on a stock exchange, such as the NYSE,
issuers of securities traded on the Pink Sheets do not have to meet any specific quantitative and qualitative listing and
maintenance standards. As of the date of filing this Annual Report on Form 10-K with the SEC, Delphi s §2% Notes
due May 1, 2009 (DPHIQ.GB) and 7'/8 % debentures due May 1, 2029 (DPHIQ.GC) are also trading OTC via the
Trade Reporting and Compliance Engine (TRACE), a NASD-developed reporting vehicle for OTC secondary market
transactions in eligible fixed income securities that provides debt transaction prices.

The Transfer Agent and Registrar for our common stock is The Bank of New York. On December 31, 2005 and
May 31, 2006, there were 295,156 and 288,150 holders of record, respectively, of our common stock.

The Delphi Board of Directors declared dividends on Delphi common stock of $0.03 per share on March 23, 2005
and $0.015 per share on June 22, 2005, which was paid on May 2, 2005 and August 2, 2005, respectively. On
September 8, 2005, the Board of Directors announced the elimination of Delphi s quarterly dividend on Delphi
common stock for the remainder of 2005. In addition, the DIP credit facility includes negative covenants that prohibit
the payment of dividends by the Company. The Company does not expect to pay dividends in the near future. In 2004,
we declared dividends of $0.07 per share on March 1, June 22, September 9, and December 8, 2004 which were paid
on April 12, August 3, October 19, 2004 and January 18, 2005, respectively.

The following table sets forth the high and low sales price per share of our common stock, as reported by the New
York Stock Exchange, for the periods through October 10, 2005 and OTC thereafter. Refer to Note 18, Stock
Incentive Plans of the consolidated financial statements in this Annual Report for additional information regarding
equity compensation plans.

Price Range of
Common Stock

Year Ended December 31, 2005 High Low
4th Quarter $ 299G $ 0.23(a)
3rd Quarter $ 6.68 $ 2.42
2nd Quarter $ 540 $ 3.20
1st Quarter $ 9.07 $ 4.15
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Price Range of
Common Stock

Year Ended December 31, 2004 High Low
4th Quarter $ 9.63 $8.10
3rd Quarter $ 10.69 $8.61
2nd Quarter $ 11.01 $9.55
1st Quarter $ 11.78 $9.39

(a) As of October 11, 2005, Delphi common stock began trading OTC.

Purchase of Equity Securities by the Issuer and Affiliated Purchasers

No shares were purchased by the Company or on its behalf by any affiliated purchaser in the fourth quarter of
2005. As part of Delphi s stock repurchase program in February 2005, the Board of Directors authorized the
repurchase of up to an aggregate of 19 million shares of our common stock through the first quarter of 2006 to fund
obligations for our stock options and other awards issued under our equity base
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