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Attorneys for the Ad Hoc Committee of Dana Noteholders 
 
UNITED STATES BANKRUPTCY COURT  
SOUTHERN DISTRICT OF NEW YORK  
---------------------------------------------------------------x 
   : 
In re   : Chapter 11 
   :  
DANA CORPORATION, et al.,             : Case No. 06-10354 (BRL) 
   :  
  Debtors.  : (Jointly Administered) 
   :   
---------------------------------------------------------------x  

 
PRELIMINARY OBJECTION OF AD HOC COMMITTEE OF DANA NOTEHOLDERS 
TO DEBTORS’ MOTION FOR ORDER AUTHORIZING DANA CORPORATION TO 
(A) ENTER INTO EMPLOYMENT AGREEMENTS WITH MICHAEL J. BURNS, ITS 

PRESIDENT AND CHIEF EXECUTIVE OFFICER, AND FIVE KEY EXECUTIVES OF 
HIS CORE MANAGEMENT TEAM, AND (B) ASSUME CERTAIN CHANGE OF 

CONTROL AGREEMENTS, AS AMENDED 
 
 

The ad hoc committee (the “Ad Hoc Committee”) of holders of certain of the 

6.5% Notes due 2008, the 6.5% Notes due 2009, the 10.125% Notes due 2010, the 9.0% Notes 

due 2011, the 5.58% Notes due 2015, the 7.0% Notes due 2028 and the 7.0% Notes due 2029 

(collectively, the “Notes”) issued by Dana Corporation (“Dana” and together with its affiliated 

debtors and debtors-in-possession, the “Debtors”), by and through its undersigned counsel, 

hereby objects to the Debtors’ motion dated June 29, 2006 (the “Compensation Motion”) and the 

supplement to the Compensation Motion dated August 4, 2006 (the “Supplement”), modifying 
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certain of the terms proposed in the Compensation Motion,1 seeking the entry of an order, 

pursuant to sections 363(b), 365 and 105(a) of Title 11 of the United States Code (the 

“Bankruptcy Code”), (a) authorizing Dana to enter into employment agreements (the 

“Employment Agreements”) with Michael J. Burns, its President and Chief Executive Officer 

(the “CEO”), and five executives (together with the CEO, the “Executives”) on the terms 

described in the Compensation Motion and Supplement, and (b) seeking a finding from this 

Court that, on a postpetition basis, the term “insider” as defined in section 101(31) of the 

Bankruptcy Code, only applies to (i) with respect to the Debtors’ current employees, the 

Executives, and (ii) any person who serves as a director of a Debtor at the time of inquiry.  In 

support of its objection, the Ad Hoc Committee respectfully states as follows:  

PRELIMINARY STATEMENT 

1. The Debtors filed the Supplement to the Compensation Motion 

purportedly in an effort to address the concerns raised by the Official Committee of Unsecured 

Creditors (the “Official Creditors’ Committee”) with respect to the original terms of the 

Compensation Motion.  Those concerns, which are shared by the Ad Hoc Committee—the 

largest creditor constituency in these cases2—relate to the Debtors’ failure to satisfy their burden 

of proving that the proposed compensation packages are permitted under section 503(c) of the 

Bankruptcy Code or that the proposed payments are otherwise reasonable and justified under the 

Bankruptcy Code.  As demonstrated below, the changes proposed in the Supplement fail to 

                                                 
1  Each capitalized term that is not otherwise defined herein shall have the meaning ascribed to such term in the 

Compensation Motion and the Supplement.  

2  As of the Petition Date, there was approximately $1,578,000,000 in aggregate principal amount outstanding 
under the Notes issued by Dana.  As of the date hereof, the Ad Hoc Committee represents holders of more than 
62.62% of the aggregate principal amount outstanding under the Notes.   
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address both of these concerns.  The Compensation Motion, as supplemented, does not have the 

support of any of the major constituencies in these chapter 11 cases. 

2. Pursuant to the Compensation Motion, as modified by the Supplement, the 

Debtors propose compensation packages as part of a thinly-veiled effort to induce the Executives 

to remain with the Debtors.  Yet, the Debtors fail to meet their burden of proving that the 

proposed payments meet the strict requirements recently enacted by Congress as part of the 

Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 (“BAPCPA”) with respect 

to executive compensation.  Specifically, the Debtors fail to adduce evidence that certain of the 

payments—which, in substance, constitute retention bonuses, severance payments or are 

otherwise outside of the ordinary course of the Debtors’ businesses—satisfy the standards set 

forth in section 503(c) of the Bankruptcy Code. 

3. Not only do the Debtors fail to articulate and address applicable legal 

standards, the Debtors fail to provide a clear picture as to the total nature, scope and amount of 

compensation that the Executives will be entitled to receive.  Though the Compensation Motion 

references other plans, such as the AIP (defined below), no specific information is provided with 

respect to the total amounts payable under such plans.  Nowhere is the complete compensation to 

the Executives summarized in total dollar amounts.3  Absent this information, the Compensation 

Motion cannot be properly assessed and cannot be approved under any applicable standard. 

                                                 
3   Indeed, the Securities and Exchange Commission (the “SEC”), troubled by the lack of clarity with respect to 

reporting by public companies of executive compensation, recently adopted an overhaul of its rules governing 
disclosure of executive and director compensation.  Adopted on July 26, 2006, these new rules are intended to 
provide investors with a clearer and more complete picture of compensation paid to principal executive officers, 
principal financial officers, and the highest paid executive officers and directors.  The SEC will require 
enhanced narrative disclosure, in the form of a Compensation Discussion and Analysis section and “Summary 
Compensation Table,” to explain all significant factors comprising executive compensation.  A copy of the SEC 
Press Release dated July 26, 2006 is attached hereto as Exhibit A.  Unfortunately, the Debtors utterly fail to 
provide a clear and concise summary of the amounts payable to the CEO and the other Executives. 
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4. The Debtors claim that the proposed compensation packages, as modified 

by the Supplement, would align the interests of management and stakeholders.  However, it 

appears that the opposite is true.  The Debtors’ management team has a fiduciary duty to 

maximize the value of the Debtors’ estates, which includes a duty to maximize distributions to 

creditors.  Yet, the Debtors’ method of calculating “Total Enterprise Value” for purposes of the 

Target Completion Bonuses may actually inure to the detriment of general unsecured creditors.  

The proposed calculation actually rewards the Executives for rejecting contracts, generating 

potentially significant rejection claims, and diluting creditor recoveries.  The “TEV” formula 

proposed by the Debtors does not take this possibility into account.   

5. In addition, the Supplement adds an additional potential $8 million 

component to the Executives’ compensation package by seeking authority for the assumption of 

certain Executives’ SERPs.4  The Compensation Motion originally proposed to treat the 

entitlement (once vested) as a general unsecured claim, which would have aligned the interests 

of the Executives and general unsecured creditors.  No explanation is given in the Supplement as 

to the basis or justification for this change.  It appears obvious that the Debtors are simply 

playing a shell game by claiming in their Supplement to have reduced the Executives’ 

compensation while backing in their SERPs.   

6. For these and other reasons discussed herein, the Ad Hoc Committee 

respectfully submits that the Debtors have failed to satisfy relevant legal standards under the 

Bankruptcy Code, and that the Compensation Motion, as modified by the Supplement, should be 

denied. 

                                                 
4 The CEO’s SERP alone is, at minimum, $5.9 million. 
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BACKGROUND 

7. On February 3, 2004, Michael J. Burns was hired by Dana’s board of 

directors to serve as CEO of Dana.  Since that time, the CEO has presided over the Debtors’ 

deteriorating financial performance and collapse into bankruptcy. 

8. Pursuant to his prepetition employment agreement, which is still in effect, 

the CEO is entitled to receive an annual salary of $1.035 million, an additional cash incentive 

bonus of at least $1.035 million (at target), plus additional equity-based compensation (i.e., stock 

options, performance shares and restricted stock).  See Exhibit 2 to Mercer Report.  As described 

by the Debtors, his expected 2005 compensation, at target, was roughly $6.07 million, consisting 

of $2.070 million (or 34%) in cash and $4 million (or 66%) in variable compensation.  Id. 

9. Just three days prior to the Petition Date, Dana’s board of directors 

approved a new annual incentive plan (“AIP”) for 2006 and 2007.  The plan document governing 

the AIP was disclosed in a Form 8K filed with the SEC on March 6, 2006.5  The AIP plan 

document provides that the AIP “is intended to reward key members of the management of the 

company and its consolidated subsidiaries for achieving specific performance goals . . . .”  It 

calls for the establishment of “Threshold,” “Target” and “Superior” performance goals.  

However, to date, Dana has not publicly disclosed critical information relating to the AIP and its 

performance goals, including a detailed description of the performance metrics and payout 

targets for each participant under the AIP plan and the aggregate amounts payable under the AIP.  

Although entered into only three days prior to the bankruptcy filing, the Debtors have taken the 

position that the AIP and payment of millions of dollars thereunder is not subject to this Court’s 

approval. 
                                                 
5  The Form 8K is attached hereto as Exhibit B. 
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10. On June 29, 2006, the Debtors filed the Compensation Motion.  Under the 

terms of the Compensation Motion, as modified by the Supplement, the Debtors propose to pay 

base salary, AIP bonuses and “Target Completion Bonuses” to each of the Executives in the 

following amounts: 

 
 

Michael J. 
Burns 

 

Paul E. 
Miller 

Thomas R. 
Stone 

Michael L. 
DeBacker 

Ralf 
Goettel 

Nick L. 
Stanage 

Base Salary $1,035,000 $375,000 $440,000 $405,000 $385,000 $336,000 

2006 AIP Bonus 
at “Target” 

$2,070,000 $450,000 $528,000 $486,000 $385,000 $336,000 

Target 
Completion Bonus  

$6,200,000 $1,120,000 $800,000 $800,000 $800,000 $800,000 

TOTAL 
 

$9,305,000 $1,945,000 $1,768,000 $1,691,000 $1,570,000 $1,472,000 

 
11. The Target Completion Bonus—which, under the original terms of the 

Compensation Motion was not tied to any performance-related goals, and thus represented the 

paradigmatic retention bonus—has been converted into two components: (a) a fixed component, 

without regard to performance or creditor recovery, payable in cash on the effective date of a 

plan of reorganization (the “Effective Date”) if the Executive is still employed by Dana, and 

(b) an uncapped, variable component based on the Total Enterprise Value of the Debtors 

(“TEV”) six months after the Effective Date.6 

12. In addition, under the Supplement, in the event the CEO’s employment is 

involuntarily terminated without “Cause,” if he resigns for “Good Reason,” or in the event the 

CEO fails to complete a replacement employment agreement with the reorganized company 

following good faith negotiations, then the CEO will be entitled to the following: (a) base salary 
                                                 
6  The Minimum Completion Bonus is payable in cash on the Effective Date.  See Supplement ¶ 5.  Amounts in 

excess of the Minimum Completion Bonus are payable six months after the Effective Date in common stock of 
reorganized Dana, provided that such common stock is (a) listed and readily tradable or (b) subject to 
repurchase by reorganized Dana if the Executive is not employed by reorganized Dana after the Effective Date.  
Otherwise, the bonus is payable in cash.  Id. 
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through the end of the month, (b) pro rata AIP bonus as per the AIP plan terms, (c) the 

Completion Bonus,7 (d) one year salary plus target bonus ($3 million), to be paid in monthly 

installments over eighteen months (the “Termination Payment”), purportedly in exchange for an 

eighteen month non-compete provision, and (e) the $5.9 million SERP (whereas under the 

original terms of the Compensation Motion, the CEO’s SERP would be treated as a general 

unsecured claim against the Debtors), for an incredible total of approximately $18.205 million 

(at target levels).   

LEGAL ARGUMENT 

I. The Debtors Have Ignored the Statutory Requirements Recently Imposed by 
Congress Pursuant to Section 503(c) of the Bankruptcy Code 

13. The BAPCPA represents Congress’s response to the widespread abuses of 

key employee retention plans (or “KERPs”) in bankruptcy.  Congress responded with an axe—

not a scalpel.  Specifically, as part of the BAPCPA amendments, Congress added a new 

subsection (c) to section 503 of the Bankruptcy Code, which established specific evidentiary 

standards that must be met before a bankruptcy court may authorize payments made to an insider 

for the purpose of inducing such person to remain with the debtor’s business, or payments made 

on account of severance.  See 11 U.S.C. § 503(c)(1), (2).  In addition, any “other transfers or 

obligations outside the ordinary course of business and not justified by the facts and 

circumstances of the case, including transfers made to, or obligations incurred for the benefit of, 

                                                 
7  Under the Supplement, if the CEO’s employment is terminated prior to approval of a business plan by the board 

of directors, then payment of the Completion Bonus is forfeited.  See Supplement ¶ 5.  If after the approval of 
business plan and prior to the Effective Date, the Completion Bonus will be paid in cash, pro rata, for time 
served between March 3, 2006 and the Effective Date based on actual performance.  Id.  If between the 
Effective Date and the final payment date, the Completion Bonus will be fully paid based on actual 
performance, payable in cash.  Id. 
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officers, managers, or consultants hired after the date of the filing of the petition” will not be 

allowed or paid.  11 U.S.C. § 503(c)(3). 

14. This recent amendment to the Bankruptcy Code makes it abundantly clear 

that, to the extent a proposed transfer falls within sections 503(c)(1) or (c)(2), then the business 

judgment rule simply does not apply, irrespective of whether a sound business purpose may 

actually exist.  The law now requires a chapter 11 debtor to make specific showings, both in 

terms of the nature as well as the scope of the amount of the proposed payments. 

15. As demonstrated below, certain of the payments proposed by the 

Compensation Motion fall squarely within the ambit of section 503(c) of the Bankruptcy Code, 

and absent certain evidentiary findings, such payments cannot be made.  Though Dana admits 

that each of the Executives constitutes an insider (see Compensation Motion ¶ 39), the Debtors 

incredibly fail to establish any of the requirements imposed by Congress with respect to these 

payments.  Indeed, Dana has invoked alternative sections of the Bankruptcy Code simply in an 

attempt to circumvent the BAPCPA.  As demonstrated below, the Debtors are apparently hoping 

that this Court will issue a perfunctory stamp of approval, despite the fact that the Compensation 

Motion and the Supplement are bereft of any of the factual support that Congress determined 

was necessary when it enacted section 503(c) of the Bankruptcy Code. 

A. The Debtors Have Failed to Satisfy the Requirements under Section 503(c)(1) 
of the Bankruptcy Code With Respect to Certain Payments Proposed to Be 
Made under the Employment Agreements 

16. The Debtors explain that “Dana needs assurance that it will have its 

executive team in place to work” through the chapter 11 process and that management will be 

sufficiently “protected” so that they can maximize value for constituents “without distraction 

from the imminent risk to their futures.”  Compensation Motion ¶ 19.  The Compensation 
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Motion adds that the proposed compensation packages are meant to provide the Executives with 

“sufficient certainty and security that they can effectively pursue their management objectives 

without fear or retribution or concern over their immediate futures.”  Compensation Motion ¶ 22.  

In other words, the Debtors require approval of the payments and various other benefits in order 

to induce the Executives to remain with the Debtors—precisely the situation that section 

503(c)(1) of the Bankruptcy Code was enacted to cover.  There has been no showing of a bona 

fide job offer to any of the Executives (see 11 U.S.C. § 503(c)(1)(A)) or that either (a) the 

proposed payments are less than 10 times the mean of similar payments made to non-

management employees during this calendar year, or (b) the proposed payments are less than 

25% of the amount of any similar payments made to the Executives last year.  See 11 U.S.C. § 

503(c)(1)(C). 

17. At an absolute minimum, the fixed component of the Completion Bonus 

acts, in substance, as a retention bonus.  The Minimum Completion Bonus is payable upon 

emergence from bankruptcy, and is not, in any way, tied to the value or benefit (if any) achieved 

for the Debtors’ estates and creditors during the course of these chapter 11 proceedings.  

Therefore, it can hardly be disputed that the Minimum Completion Bonus is meant as anything 

less than a retention payment within the purview of section 503(c)(1) of the Bankruptcy Code, 

regardless of the manner in which the Debtors have labeled the Minimum Completion Bonus.  In 

addition, the artificially low threshold for the payment of the Threshold Completion Bonus and 

the Target Completion Bonus (as discussed below) practically guarantees that these bonuses will 

be paid, and renders these bonuses more akin to a retention bonus, subject to section 503(c)(1) of 

the Bankruptcy Code, than a performance-based bonus.  
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B. The Debtors Have Failed to Satisfy the Requirements under Section 503(c)(2) 
of the Bankruptcy Code With Respect to Severance Proposed to Be Paid 
under the Employment Agreements 

18. In addition to the flaws with respect to the Completion Bonus, the Debtors 

have failed to meet their burden of demonstrating that the Termination Payment and other 

payments do not constitute “severance” for purposes of section 503(c)(2) of the Bankruptcy 

Code, or that the evidentiary requirements contained in section 503(c)(2) have been satisfied.  

The Debtors simply assert in a bullet point in the modified term sheets attached to the 

Supplement that “[n]o severance” is being paid.  No analysis in support of this assertion is 

provided.  The Debtors engage in semantics in an effort to circumvent the requirements of 

section 503(c)(2) of the Bankruptcy Code, by characterizing the Termination Payment and other 

payments as “liquidated damages” or “payments in exchange for non-compete agreements,” 

despite the fact that the Compensation Motion expressly used the term “severance.”   

19. The Debtors’ change in nomenclature does not in any way alter the nature 

and substance of the payment as severance.  Indeed, the Second Circuit, in Straus-Duparquet, 

Inc. v. Local Union No. 3 Int’l Bhd. of Elec. Workers A F of L, CIO, 386 F.2d 649, 651 (2d Cir. 

1967), described “severance” as follows: 

After the period of eligibility is served, the full severance 
pay is due whenever termination of employment occurs.  
Severance pay is ‘a form of compensation for the 
termination of the employment relation, for reasons other 
than the displaced employee’s misconduct, primarily to 
alleviate the consequent need for economic readjustment 
but also to recompense him for certain losses attributable to 
the dismissal.’ 

(Citations omitted).   

20. The full Termination Payment is due whenever termination of 

employment occurs.  This payment, as well as other payments, fall squarely within the Second 
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Circuit’s understanding of the term “severance,” and the Debtors fail to come forward with any 

evidence to the contrary.  Absent a finding that the requirements of section 503(c)(2) of the 

Bankruptcy Code have been met, such payments cannot be made. 

C. The Debtors Have Failed to Demonstrate that the Payments Proposed under 
the Employment Agreements Are Justified under the Present Facts and 
Circumstances 

21. The payments proposed by the Compensation Motion and the Supplement 

fall outside the ordinary course of the Debtors’ businesses.  Thus, to the extent this Court 

determines that the payments proposed under the compensation packages do not constitute either 

503(c)(1) or (2) payments, then this Court should hold the Debtors to their burden of 

demonstrating that the payments meet the standard enunciated in section 503(c)(3) of the 

Bankruptcy Code, i.e., that the payments are justified under the facts and circumstances of these 

cases.  As demonstrated below, the Debtors have not, and cannot, meet this burden.  In fact, the 

Debtors fail to even provide a coherent description of the total compensation packages available 

to the Executives, thus making it impossible for creditors and this Court to properly assess the 

relief requested in the Compensation Motion by any standard.8 

22. The Compensation Motion presents a sketchy picture, at best, as to the 

precise nature and scope of the total compensation packages that will be awarded by Dana to the 

Executives in the aggregate (whether under the Compensation Motion or otherwise).  This lack 

of precision is due, in large part, to the fact that the final form of Employment Agreements are 

not attached to the Compensation Motion or the Supplement.  Rather, the proposed order seeks 

                                                 
8 The Ad Hoc Committee believes that the Debtors have failed to meet either the section 503(c)(3) standard, i.e., 

that the proposed transfers are justified under the present facts and circumstances of these cases, or the section 
363 standard, i.e., that the proposed transfers fall within the exercise of the Debtors’ reasonable business 
judgment.  
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authority to enter into contracts “on terms substantially the same as those set forth in 

[Compensation] Motion” which in turn merely provides summary descriptions of the contracts’ 

key terms, as modified by the Supplement.  Proposed Order ¶ 2.  It is essential that the Ad Hoc 

Committee, creditors and this Court be given the opportunity to analyze the final form of 

Employment Agreements so that each can properly assess the relief requested in the 

Compensation Motion and the Supplement. 

23. Specifically, the following issues and unanswered questions remain with 

respect to the relief requested in the Compensation Motion and the Supplement:  

24. What other benefit or compensation plans are in place?  The term sheets 

attached to the Supplement provide that the Executives are also “eligible for short or long-term 

awards thereafter in accordance with any replacement short and/or long-term incentive 

plans . . . .”  Creditors and this Court must be given a clear and complete picture of the universe 

of compensation plans available to the Executives before the Compensation Motion and the 

Supplement may be even considered.  The Debtors should not be permitted to make the proposed 

payments to the Executives without terminating other bonus, severance or incentive plans that 

are currently in effect. 

25. The Debtors’ TEV targets do not incentivize management to improve 

performance and the Debtors’ method of calculating TEV does not properly take into account 

the Debtors’ fiduciary duty to creditors.  As part of their fiduciaries duties, the Executives have a 

fiduciary duty to maximize the return to creditors.  See In re Bush Indus., Inc., 315 B.R. 292, 306 

(Bankr. W.D.N.Y. 2004) (“In bankruptcy, officers and directors owe a primary duty to maximize 

the return to creditors.”) (citing Pepper v. Litton, 308 U.S. 295, 306-07 (1939) (reasoning that 

upon the filing of a bankruptcy petition, the debtor’s assets must be managed for the benefit of 
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all those with an interest in the corporation, including creditors)); In re Ball, No. 03-14674, 2006 

WL 2038641 at * 3 (Bankr. D. Ariz., Apr. 5, 2006) (“[W]hen serving as the estate representative, 

debtors in possession and trustees owe a fiduciary duty to creditors and the estate to conserve 

assets and maximize creditor recoveries.”) (citations omitted); Lifemark Hospitals of Louisiana, 

Inc. v. Liljeberg, No. CIV. A. 97-3312, 1998 WL 274256 at * 1 (E.D. La., May 22, 1998) 

(upholding confirmation and bankruptcy court’s finding that debtor “had acted throughout the 

Chapter 11 proceedings in a manner consistent with its fiduciary duty to its creditors and in a 

fashion designed to maximize the return to those creditors”); In re Accomazzo, 226 B.R. 426, 

429 (D. Ariz. 1998) (trustee’s duty is to maximize the return on the bankruptcy estate’s funds); 

In re Big Rivers Elec. Corp., 213 B.R. 962, 968 (Bankr. W.D. Ky. 1997) (stating that “absent a 

fully consensual plan of reorganization, [the debtor] has a continuing fiduciary duty to maximize 

the return to its creditors”) (citation omitted); see generally, Official Committee of Unsecured 

Creditors of Cybergenics Corp. v. Chinery, 330 F.3d 548, 573 (3d Cir. 2003) (en banc) (stating 

that section 1107(a) of the Bankruptcy Code provides that the debtor’s management bears the 

fiduciary duty to maximize the value of the bankruptcy estate). 

26. The conversion of a portion of the Completion Bonus to a performance-

based bonus is certainly a step in the right direction in recognizing the need to structure a bonus 

program consistent with the Executives’ fiduciary duties, but does not go far enough.  The 

Debtors’ calculation of TEV fails to incorporate any measurement recognizing the Debtors’ 

fiduciary duty to maximize recoveries to creditors.  As proposed, the Executives’ Completion 

Bonuses will be tied to TEV alone, with no regard to recovery levels for general unsecured 

creditors.  However, there is a genuine concern by creditors that the Executives would be 

rewarded for rejecting contracts which would result in significant additional unsecured claims.  



 

-14- 
 
SSL-DOCS1 1717766v1 
 

The result could be that TEV is driven higher, but recoveries to general unsecured creditors 

would be materially diluted.  Thus, the proposed TEV calculation actually incentivizes the 

Executives to dilute creditor recoveries, contrary to the Executives’ primary fiduciary duty to 

creditors.  See Commodity Futures Trading Comm. v. Weintraub, 471 U.S. 343, 354-55 (1985) 

(reasoning that bankruptcy causes fundamental changes in the nature of corporate relationships 

and there is nothing anomalous in the trustee’s actions benefiting only creditors; it is in keeping 

with the hierarchy of interests created under bankruptcy laws).  Accordingly, any target level 

must take into account creditor recoveries.  

27. In addition, the valuation targets set by Dana would not serve to 

incentivize the Executives to even maximize the value of the Debtors’ estates.  According to the 

Supplement, the “Target TEV” was set at $2.6 billion, which, as calculated by the Debtors, is 

equal to the Debtors’ TEV as of June 13, 2006.  See Supplement ¶ 7, Exhibit B.  Thus, the Target 

Completion Bonuses will be paid in full even if the value of the Debtors remains the same and 

there is no improvement to TEV.  To make matters worse, the “Threshold TEV,” which would 

entitle the Executives to receive a 66% payout of their Target Completion Bonus, is payable at a 

$2.0 billion TEV, which is $600 million less than the status quo.  See Supplement ¶ 7, Exhibit B.  

Thus, the Executives would be entitled to receive 66% of their Target Completion Bonus if the 

Debtors’ performance actually declined by 23%.  Clearly, it cannot be said that rewarding the 

Executives for decreasing value or maintaining the status quo is an exercise of reasonable 

business judgment (i.e., the section 363 standard), justified under the facts and circumstances of 

these cases (i.e., the section 503(c)(3) standard) or is any manner consistent with the Executives’ 

fiduciary duties owed to the estate and its creditors. 
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28. What are the terms of the AIP?  The Debtors are apparently operating 

under the misguided notion that the approval and implementation of the AIP, just three days 

before the bankruptcy filing, is somehow an ordinary course matter that is beyond the purview of 

this Court.  The AIP was expressly adopted and implemented by the Debtors with the pending 

bankruptcy in mind, and represents nothing more than an attempt by the Debtors to grant 

additional KERP-related compensation to employees in the guise of a pre-petition “ordinary 

course” transaction.  The precise terms of the AIP, including the amounts and factors for 

determining the performance targets, must be considered in conjunction with the Compensation 

Motion to determine the appropriate amount of overall bonus-related compensation to be 

awarded to the Executives.  Creditors and this Court must be afforded the meaningful 

opportunity to assess whether the AIP performance goals function truly as incentive payments 

rather than as guaranteed bonuses that reward the employees for simply doing their job. 

29. Why is the SERP entitlement being assumed, as opposed to being treated 

as a general unsecured claim (upon being vested) or waived?  The Debtors offer no explanation 

as to why certain of the Executives’ SERPs are now to be assumed, and therefore converted from 

an unsecured claim to an administrative claim.  Contrary to assertions made by the Debtors, 

elevating the SERP to administrative priority status would not cause the interests of management 

and general unsecured creditors to align.  Indeed, the Debtors had originally justified the 

Compensation Motion on the grounds that the Executives would not receive “prior unqualified 

retirement benefits, but rather, they have only general unsecured prepetition claims against Dana 

for these benefits.”  Compensation Motion ¶ 27.  Apparently, the Debtors’ tune changed only 

after the Debtors realized that other elements of the Debtors’ Compensation Motion were 

violative of section 503(c), and so the Debtors shuffled in the SERP to provide the Executives 
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with additional compensation in exchange for the purported reduction in severance and to cover 

the risk of loss with respect to the variable component of the Completion Bonuses.  The 

Executives should already be motivated to maximize the value of the Debtors’ estates and 

enhance distributions to creditors, consistent with their fiduciary duties, even if their SERP is not 

assumed and even if no changes are made to their pre-petition employment agreements. 

30. The definitions of “Cause” and “Good Reason” are decidedly pro-

Executive.  The definition of “Cause” presents an unduly narrow set of circumstances under 

which the board of directors may terminate the CEO’s employment.  The definition should 

include (i) acts constituting a breach of fiduciary duty, gross negligence or willful misconduct, 

(ii) conduct that violates Dana’s then existing internal policies or procedures and which is 

detrimental to the business, reputation, character or standing of Dana, and (iii) acts of fraud, self 

dealing, conflict of interest, dishonesty or misrepresentation.  In addition, the definition of “Good 

Reason” should include a provision affording Dana an opportunity to cure after a reasonable 

grace period. 

31. The Debtors fail to establish that the CEO is entitled, as a matter of right, 

to the conversion of the equity component of his prepetition compensation package to cash in the 

absence of a plan of reorganization, or that the proposals made in the Supplement strike an 

appropriate balance.  The Debtors cite the need to compensate the CEO for the loss in value of 

the equity component of his pre-petition compensation package.  As noted above, prior to the 

bankruptcy, the CEO’s compensation was 66% performance or equity-based.  However, under 

the Compensation Motion, as supplemented, his compensation would now be paid largely in 
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cash.9  In addition, as even the Debtors admit, the CEO’s 2006 target compensation is 23% 

greater than the chapter 11 median, even before taking into account the proposed Completion 

Bonus or severance payments.  See Dempsey Declaration at p. 13. 

32. The Debtors rationalize the structure and amount of the proposed 

compensation packages as necessary to “protect” the interests of the Executives and provide a 

successful transition for any successor board of the reorganized Debtors.  See Compensation 

Motion ¶ 22.  Ultimately, these “protections” amount to nothing more than a “golden parachute” 

for the CEO, in particular, and a poison pill for the company, in the event the CEO is terminated 

without Cause, resigns for Good Reason or a replacement employment agreement is not reached 

prior to the Effective Date. 

33. The Debtors fail to establish the need to pay additional incentives in the 

first instance.  Not only are the precise terms of the compensation packages ambiguous, but the 

need for the compensation packages in the first instance is also questionable.  Simply stated, the 

Compensation Motion is an exercise in hyperbole.  There is no legitimate risk of flight.  The 

Debtors speak in terms of the “marketability” and qualifications of the Executives, particularly 

the CEO, as if to suggest that the industry is actively seeking members of a management team 

that led Dana to financial distress, or that the management team that led the company to 

chapter 11 is now critical to its own success.  Such an approach seems counter-intuitive.  In 

addition, the notion that the Executives will be “distracted” from doing their jobs unless the 

Compensation Motion is granted is an exaggeration.  The Debtors have retained numerous 

bankruptcy professionals, including able counsel and financial advisors, and have retained Mr. 

Hiltz (Chief Financial Officer) and Mr. Stenger (Chief Restructuring Officer) from AP Services, 
                                                 
9  The exact percentage is not provided in the Supplement.  
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LLC, an affiliate of AlixPartners, LLC, to assist with the restructuring.  The retention of crisis 

managers readily dispenses with many of the alleged “distractions” raised by the Debtors in the 

Compensation Motion.10 

II. The Debtors’ Request for Declaratory Judgment Regarding the Definition of Insider 
is Improper and Without Legal or Factual Basis 

34. The Debtors, for some unexplained reason, ask this Court to determine 

that the term “insider” as defined in section 101(31) of the Bankruptcy Code only applies to (x) 

the CEO and the other Executives, and (y) any person who serves as a director of a Debtor at the 

time of inquiry.  No reason is given in the Motion for this request.  No legal authority is cited for 

this proposition.11  The Debtors certainly do not present any factual evidence to support this 

assertion.  If anything, prevailing legal doctrine has it that, subject to a factual determination 

regarding the extent to which an individual was in control of a debtor, the term “insider” would 

include many more employees of the Debtors. 

35. The Debtors’ incongruous and seemingly misplaced request begs the 

question as to why the Debtors have asked for this determination?  Is it because the Debtors are 

seeking an impermissible advisory opinion from this Court?  Are the Debtors hoping to avoid the 

disclosure of pre-existing or new retention or severance programs that might otherwise fall 

                                                 
10  When the amounts requested in the Compensation Motion are juxtaposed against the significant amounts 

requested in the first round of interim fee applications recently filed with this Court, the Compensation Motion 
bears heightened scrutiny.  For example, AP Services, LLC, the Debtors’ crisis manager, submitted a fee 
application [Docket # 2599] requesting interim allowance of over $10 million for the first interim period alone.  
Ultimately, the Debtors must be held to their burden of demonstrating the incremental benefits, if any, to be 
achieved by the Debtors’ estates in exchange for the compensation packages proposed in the Compensation 
Motion, especially when considered in light of the presence of crisis managers and other professionals on the 
scene and in light of significant fees and expenses to be incurred as part of their work. 

11  A request for declaratory judgment must be brought as an adversary proceeding consistent with Rule 7001(9) of 
the Federal Rules of Bankruptcy Procedure.  The Debtors have failed to establish that the procedural 
requirements for the commencement of an adversary proceeding have been met or that this Court has subject 
matter jurisdiction to preside over such a request at this time.  
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within the ambit of section 503(c) of the Bankruptcy Code?  It is imperative that the Debtors be 

required to disclose all relevant forms of compensation and shed transparency upon its practices. 

III. The Waiver of the Stay Should be Denied 

36. Pursuant to the Compensation Motion, the Debtors request that this Court 

waive the 10-day stay otherwise imposed by Rule 6004(h) of the Federal Rules of Bankruptcy 

Procedure, because “[t]he Debtors’ attrition rate post filing has exceeded their normal rate of 

attrition by 100%—200% per month.”  Compensation Motion ¶ 40.  The Debtors do not 

establish any correlation between the general attrition rate suffered by Dana and the relief 

requested in the Compensation Motion.  Nowhere in the Compensation Motion do the Debtors 

establish that the Executives have a job offer in hand or that an immediate risk of flight exists.  

Accordingly, the Ad Hoc Committee respectfully submits that the Debtors have not 

demonstrated cause, and the 10-day stay should be upheld. 

IV. The Present Facts and Circumstances Are Distinguishable From Those in the 
Calpine Chapter 11 Proceedings 

37. The Debtors appear to have pinned their hopes of pushing through the 

proposed compensation packages by invoking a compensation package with a structure similar to 

what was approved by this Court in the Calpine chapter 11 proceedings.  However, the Debtors 

would have this Court overlook several critical facts—both in terms of process and substance—

that materially distinguish Dana’s request from the relief granted in Calpine.  First, unlike Dana, 

which does not have the support of either the Official Creditors’ Committee or the Ad Hoc 

Committee, Calpine negotiated with and obtained the support of the official committee of 

unsecured creditors before submitting its proposal to the Court.  Second, Calpine apparently 

afforded its creditors and this Court much greater transparency with respect to its executive 
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compensation.  Unlike Dana, Calpine presented its incentive program and severance program to 

this Court at the same time that its motion to approve an employment agreement with its CEO 

was pending.  This enabled creditors and this Court to assess the appropriateness of the proposed 

payments to be made to Calpine’s CEO by providing a global picture of Calpine’s compensation 

programs.  Dana’s Compensation Motion leaves creditors guessing as to the overall amount of 

compensation that may actually be received by the Executives.  Third, the underlying basis for 

the nature and amount of the compensation package approved in Calpine is readily 

distinguishable from the present case, in that the Calpine CEO was a new employee brought in 

on the eve of the bankruptcy, whereas Dana’s CEO and the other Executives have been 

employed by Dana for some time.  Accordingly, the need for certain incentives that was present 

in Calpine is not (or should not be) present here.  Also, in its motion seeking approval of a 

comprehensive severance program dated February 16, 2006, Calpine analyzed the definition of 

“insider” for purposes of section 503(c) of the Bankruptcy Code, and concluded that “executive 

vice presidents and senior vice presidents should be considered “insiders” for purposes of section 

503(c)(2)(B).”  See Calpine Severance Motion ¶¶ 25-28; p. 10 n.6.  Dana, on the other hand, 

appears unwilling to concede that anyone, without regard to rank or job responsibilities, other 

than a director of Dana or the six Executives constitutes an insider, with no apparent explanation.  

CONCLUSION 

38. As currently configured, based on available information, the Ad Hoc 

Committee believes that the compensation packages proposed in the compensation Motion and 

the Supplement—the CEO’s compensation package in particular—is excessive, unwarranted 

and, as discussed above, violative of the express requirements of section 503(c) of the 

Bankruptcy Code.  Moreover, while the Ad Hoc Committee does not object to the basic 
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proposition for a performance-based incentive program that meets the requirements of sections 

363 and 503(c) of the Bankruptcy Code and provides incentives for key employees to enhance 

value for the benefit of the Debtors’ estates, such a program must be narrowly defined and 

carefully tailored to accord with a debtor’s current actual performance and financial outlook, and 

must properly incentivize management to maximize distributions to creditors.  The Ad Hoc 

Committee does not believe that the Employment Agreements, as proposed by the Compensation 

Motion and the Supplement, accomplishes these goals. 

RESERVATION OF RIGHTS 

39. The Ad Hoc Committee reserves the right to—and fully intends to—

conduct appropriate discovery (including, without limitation, requests for additional document 

production and the taking of depositions with respect to the Employment Agreements, the AIP 

and any other similar plans the Debtors may have implemented with respect to the Executives) 

prior to the hearing.  Although the Debtors have responded to the Ad Hoc Committee’s prior 

informal discovery requests, additional discovery may occur.  Accordingly, the Ad Hoc 

Committee expressly reserves the right to file a supplemental objection, as necessary and 

appropriate, to the relief requested in the Compensation Motion and the Supplement, as may 

further be supplemented or modified.   
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WHEREFORE, the Ad Hoc Committee respectfully requests that this Court deny 

the Compensation Motion, as supplemented, and grant the Ad Hoc Committee such other relief 

as may be proper.  

Dated: August 14, 2006 
New York, New York  

STROOCK & STROOCK & LAVAN LLP 
 
 
By:  /s/Kristopher M. Hansen  

Michael J. Sage (MS-6998) 
Kristopher M. Hansen (KH-4679) 
Shannon Lowry Nagle (SN-5793) 
180 Maiden Lane 
New York, NY 10038-4982 
Tel:  (212) 806-5400 
Fax:  (212) 806-6006 
 
Attorneys for the Ad Hoc Committee of Dana 
Noteholders 
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                                                                    Exhibit 10-S

                                DANA CORPORATION
                              ANNUAL INCENTIVE PLAN

1. OVERVIEW AND EFFECTIVE DATE

      The Annual Incentive Plan (the "PLAN") of Dana Corporation (the "COMPANY")
is intended to reward key members of the management of the Company and its
consolidated subsidiaries for achieving specific performance goals over one-year
periods commencing on each of January 1, 2006 and January 1, 2007. The Plan
offers Participants (as defined below) the opportunity to receive a cash payment
if the Company achieves certain financial objectives that are deemed critical to
the restructuring of the Company, as determined by the Compensation Committee
(the "COMMITTEE") of the Board of Directors (the "BOARD").

      The Plan is effective as of March 1, 2006 (the "EFFECTIVE DATE"). The Plan
was approved by the Committee and recommended to the Board on February 27, 2006.
On February 28, 2006 (the "APPROVAL DATE"), the Board approved and authorized
the Plan.

2. PLAN ADMINISTRATION

      The Plan will be administered by the Committee. The Committee's powers and
authority include, but are not limited to (1) selecting individuals who are
eligible to participate as Critical Leaders and Key Leaders (both as defined
herein), (2) determining award opportunities for Critical Leaders and Key
Leaders, (3) establishing parameters for the selection of the Dana Leaders (as
defined herein), (4) approving the aggregate amount available for awards for
each Performance Period (as defined herein), (5) establishing the program
elements for each Performance Period and Interim Performance Period (as defined
herein), (6) interpreting the Plan's provisions, (7) determining achievement of
the Performance Goals (as defined herein) and approving payments under the Plan,
and (8) administering the Plan in a manner that is consistent with its purpose.

      The Chief Executive Officer ("CEO") of the Company will have the powers
and authority described in clauses (1) and (2) above with respect to the Dana
Leaders, in addition to those powers delegated to him by the Committee and
herein provided, in accordance with parameters established by the Committee.

      The Committee may delegate certain administrative functions to management,
such as maintenance of lists of all employees who are eligible to participate,
periodic communication with regard to performance against targets over time, and
other functions as determined by the Committee.

3. PERFORMANCE AND INTERIM PERFORMANCE PERIODS

      Performance will be measured over each of the one-year periods from
January 1, 2006 to December 31, 2006, and January 1, 2007 to December 31, 2007
(each a "PERFORMANCE PERIOD") and each of the six-month periods from January 1,
2006 to June 30, 2006, and from January 1, 2007 to June 30, 2007 (each an
"INTERIM PERFORMANCE PERIOD").
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4. ELIGIBILITY AND PARTICIPATION

      "PARTICIPANTS" will be employees of the Company or its consolidated
subsidiaries in one of the following three categories, selected based on their
importance to the Company and the achievement of the Company's financial and
restructuring goals. The Critical Leaders and Key Leaders will be recommended by
the CEO and approved by the Committee. The Dana Leaders will be recommended by
senior management and approved by the CEO in accordance with the parameters
established by the Committee.

      (a) "CRITICAL LEADERS" will be executives whose efforts will be critical
to achieving the Company's restructuring and financial goals.

      (b) "KEY LEADERS" will be executives with vital operational
responsibilities for Dana's Product Groups or vital administrative
responsibilities for performing the corporate functions that support the Company
and the Product Groups.

      (c) "DANA LEADERS" will be other individuals with essential operational
responsibilities in the Product Groups or essential administrative
responsibilities for performing corporate functions that support the Company and
the Product Groups.

      Participants may be added after the Effective Date as recommended by the
CEO and approved by the Committee with respect to Critical Leaders and Key
Leaders, and as recommended by senior management and approved by the CEO with
respect to Dana Leaders in accordance with the parameters established by the
Committee.

      Participants with respect to each Performance Period will receive a
personalized letter from the Company indicating their participation in the Plan
and the Target Award Opportunity (as defined herein) for such Performance
Period.

5. ESTABLISHING PROGRAM ELEMENTS FOR EACH PERFORMANCE AND INTERIM PERFORMANCE
PERIOD

      The Committee will establish the following elements of the program for
each Performance and Interim Performance Period:

      (a) Eligibility. The Committee will decide, based upon recommendations
from the CEO, the employees of the Company and its consolidated subsidiaries who
will be designated as Critical Leaders and Key Leaders for the Performance
Period and the related Interim Performance Period. The Committee will also
establish the parameters the CEO and senior management should use to identify
the Dana Leaders who will participate for the Performance Period and related
Interim Performance Period. The CEO will decide, based upon recommendations of
senior management, the employees of the Company and its consolidated
subsidiaries who will be designated as Dana Leaders.

      (b) Objectives. The Board of Directors, upon the recommendation of the
Committee, will set one or more financial performance goals to be achieved by
the Company during the Performance Period and the related Interim Performance
Period (collectively, with the Product Group financial performance goals, the
"PERFORMANCE GOALS"), will establish the method of measuring the level of
performance achieved for each such Performance Goal, and will establish
"Threshold," "Target," and "Superior" levels of performance for the Performance
Goals. In addition, the Board of Directors, upon the recommendation of the
Committee, will set
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one or more financial performance goals to be achieved by each of the Company's
Product Groups during the Performance Period and the Interim Performance Period,
for use in determining the payouts to be made to Key Leaders and Dana Leaders
employed in that Product Group. The Performance Goals will be described in the
minutes.

      (c) Amount of Target Award Opportunities. The Committee or Chair with
respect to Critical Leaders and Key Leaders, and the CEO with respect to Dana
Leaders, will establish the potential incentive award each Participant may
receive for the Performance Period (the "TARGET AWARD OPPORTUNITY") if the
target level of performance for the Performance Goals is achieved during the
Performance Period. In determining the amounts of the Target Award
Opportunities, the Committee, Chair and CEO will consider (1) the level of
payment that is necessary or appropriate to provide an economic incentive for
each Participant to exert additional efforts on behalf of the Company, (2) the
amount the Company is expected to be able to afford to pay as awards, given its
debt service, cash flow and financial covenants, and (3) such other factors as
the Committee deems to be desirable. The Target Award Opportunity that may be
earned during the Performance Period will equal a percentage of the
Participant's base salary as of the Effective Date and will be expressed as a
dollar amount specified in advance. Changes in a Participant's base salary after
the Effective Date will not affect the amount of his Target Award Opportunity
for the Performance Period. The maximum award which may be paid to any
participant for the Performance Period if the "Superior" level of performance is
achieved with respect to the Performance Goal for the Performance Period will in
no event exceed 200 percent of the Target Award Opportunity for the Participant.

6. AWARD DETERMINATIONS

      At the end of each Performance Period and Interim Performance Period, the
Committee will determine the level of performance achieved for the Performance
Goals during such period. The levels of performance achieved will be compared to
the Performance Goals for the period. The amount of the award paid to any
Participant may be higher or lower than his Target Award Opportunity based on
actual performance, and there is no guarantee that any payments will be made for
any Performance Period.

      (a) Below Threshold Level. If the level of performance achieved with
respect to the Performance Goals is less than the "Threshold" level designated
by the Committee, no awards will be paid to Participants.

      (b) At or Above Threshold Level. If the level of performance achieved with
respect to the Performance Goals is equal to (but does not exceed) the
"Threshold" level established by the Committee, each Participant will be
eligible to receive an award up to the amount of the minimum award which would
have been earned at the "Threshold" level of performance for the Performance
Period. If the level of performance achieved with respect to the Performance
Goals exceeds the "Threshold" level but does not reach the "Target" level, the
amount of the award that will be paid to each Participant will be
proportionately increased from the "Threshold" level payment by interpolating
between the "Threshold" level and the amount of the Target Award Opportunity
which would have been earned at the "Target" level of performance.

      (c) At or Above Target Level. If the level of performance achieved with
respect to the Performance Goals is equal to (but does not exceed) the "Target"
level established by the Committee, each Participant will be eligible to receive
an award up to his Target Award Opportunity for the Performance Period. If the
level of performance achieved with respect to the Performance Goals exceeds the
"Target" level but does not reach the "Superior" level, the
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amount of each Participant's award will be proportionately increased from the
"Target" level payment by interpolating between the "Target" level and the
amount of the maximum award which would have been earned at the "Superior" level
of performance.

      (d) At or Above Superior Level. If the level of performance achieved with
respect to the Performance Goals is equal to or greater than the "Superior"
level established by the Committee, each Participant will be eligible to receive
an award up to the amount of the maximum award which would have been earned at
the "Superior" level of performance.

      The total amount of the award paid to a Participant for any Performance
Period or Interim Performance Period under the Plan may not exceed the amount
calculated as provided herein. If an Interim Payout is made as set forth in
Section 8, the amount of the award paid for performance over the entire
Performance Period will be reduced by the amount of the Interim Payout. However,
in no event will a Participant be required to pay back any amounts received as
an Interim Payout in the event the Interim Payout exceeds the amount of the
award for the entire Performance Period.

7. MANAGEMENT BUSINESS OBJECTIVES

      The Committee may identify and utilize individual metrics ("MANAGEMENT
BUSINESS OBJECTIVES") to make discretionary adjustments to the awards payable to
Critical Leaders and Key Leaders, and CEO will have the same powers and
authority to make discretionary adjustments to awards payable to Dana Leaders,
provided that the net aggregate effect of all discretionary adjustments to the
total amount of compensation reflected in the budget for the Plan approved by
the Board will be zero.

8. INTERIM PAYOUTS

      At the end of each Interim Performance Period, each Participant will be
eligible to receive an "INTERIM PAYOUT" equal to 50% of his Target Award
Opportunity if the Performance Goals set by the Committee for such six-month
period are achieved. The Interim Payouts, to the extent earned, will be paid out
consistent with the terms of Section 6 above and in accordance with the
provisions outlined hereafter.

9. FORM OF PAYOUT AND TIMING

      To be eligible to receive a payout under the Plan, a Participant must be
in active full-time employment of the Company or a consolidated subsidiary on
the date of payment (the "PAYMENT DATE").

      Interim Payouts earned in 2006 and 2007 will be paid on or before August
15, 2006 or 2007, respectively. Awards earned for performance in the 2006 and
2007 Performance Periods will be paid on or before March 15, 2007 and 2008,
respectively.

      All Interim Payouts and awards will be paid in cash and will be subject to
all applicable tax withholding requirements.
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10. TERMINATION OF EMPLOYMENT

      Unless determined otherwise by the Committee, a Participant will forfeit
all unpaid amounts earned hereunder if he is not in active full-time employment
with the Company or a consolidated subsidiary on the Payment Date.

      Notwithstanding the foregoing, in the event of a Participant's "Death" or
"Disability" (as defined in the Dana Corporation Change in Control Severance
Plan in effect on the Effective Date) or involuntary termination by the Company
without "Cause" (as defined in the Dana Corporation Change in Control Severance
Plan in effect on the Effective Date), accrued but unpaid amounts will be paid
in accordance with the terms of payment applicable to other Participants in the
Plan in active full-time employment with the Company, adjusted to reflect the
portion of the Performance Period actually completed as of the date of the
involuntary termination by the Company without Cause, Death or Disability. A
Participant's beneficiary will be paid a pro-rata payment for the last period
worked (interim or full year, as the case may be, but not thereafter). If the
Participant is terminated after January 1, but before June 30, he may receive an
Interim Payout, if applicable. If the Participant is terminated after July 1 but
before December 31, he may receive an award, if applicable. The adjusted amount
will be determined by (a) multiplying the Interim Payout or award applicable to
such Participant (assuming continuous service through the end of the Interim
Performance Period or full Performance Period, as the case may be) by a
fraction, the numerator of which will equal the actual whole and partial months
worked during such period and the denominator of which will equal 12, and (b) in
the case of an award, subtracting the amount of any applicable Interim Payout.
Payments hereunder will be made at the times set forth in Section 9 unless
determined otherwise by the Committee.

11. PRO RATA PAYMENTS

      An employee who is selected to participate in the Plan as a result of
promotion or new hire may be assigned a Target Award Opportunity that reflects
the portion of Performance Period he is anticipated to complete based on the
date that he becomes a Participant. The Target Award Opportunity assigned to
such a Participant will not be subject to additional pro-ration, except to the
extent Section 10 applies. The Committee for the Critical Leaders and Key
Leaders, and the CEO for the Dana Leaders, will have the discretion to include a
new Participant in the Plan for the full year.

12. AMENDMENTS AND TERMINATION

      The Company, by action of the Committee, shall have the right to amend or
terminate the Plan as it deems necessary and appropriate.

13. OTHER

      (a) No Individual Rights. Neither the Plan nor any action taken hereunder
will be construed as giving any Participant any right to continue to be employed
or to continue to provide services to the Company, any subsidiary, or any
related entity. The right to terminate the employment of or performance of
services by any Participant at any time and for any reason is specifically
reserved to the Company and its subsidiaries, as applicable.
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      (b) Binding Arbitration. Any dispute or disagreement regarding
participation and/or a Participant's rights to any payments under the Plan will
be settled solely by binding arbitration in accordance with the applicable rules
of the American Arbitration Association.

      (c) Unfunded Plan. The Plan will be unfunded and will not create (or be
construed to create) a trust or a separate fund or funds. To the extent any
Participant holds any obligation of the Company hereunder by virtue of
participation in this Plan, such obligation will constitute a general unsecured
liability of the Company and accordingly will not confer upon such person any
right, title, or interest in any assets of the Company.

      (d) Governing Law. The terms of the Plan and all rights thereunder will be
governed by and construed in accordance with the laws of the state of Ohio,
without reference to principles of conflict of laws.
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