[image: image1.jpg]



Group #5

Finance 4360

MWF 1:00

Scott Bilinski

Brayson Burchfiel

Jennifer Martin

Jon Miller

Shannon Steel
TABLE OF CONTENTS

Executive Summary……………………………………………………………………3

Introduction……………………………………………………………………………4

Recommendation 1: Product Line Restructure………………………………..............5
Recommendation 2:  Company Restructure…………………………………………..7

Recommendation 3: Competitive EVA Bonus Incentive Plan………………………11

Conclusion……………………………………………………………………………12

Appendix A:  Company Overview…………………………………………………...13

Appendix B:  Economic Profit……………………………………………………….14

Appendix C:  Calculations of Dana’s EVA………………………………………….15

Appendix D:  Percentage of Sales and Total Assets…………………………………16

Appendix E:  Cost of Sales Analysis…………………………………………………17

Appendix F:  Inventory Analysis……………………………………………………..18

Appendix G:  Dana’s Savings for Closing 9 Plants in the Midwest………………….19

Appendix H:  Savings From Employee Layoff from Closing 9 Plants……………….20

Appendix I:  Dana’s Dividend Savings by Cutting Dividends 15%.............................21

Appendix J: Excel Attachment……………………………………………………Excel

Appendix K:  Works Cited……………………………………………………………23
Executive Summary


As a major supplier of axles, driveshafts, fluid systems, structures, and sealing products to the elite auto manufactures of the world; General Motors, Ford, and Toyota, Dana Corporation has faced tremendous adversities in the recent months and is struggling in the long-term by staying competitive with some of its major competitors.  Recently, Dana has been assuming more and more debt in order to help fund their day-to-day operations.  In 2004, Dana realized that too much debt was used to fund their operations, consequently, Dana decided to reduce their expenses and increase cash by selling off all assets associated with Dana Credit Corporation (2004 10-K).  As the expression goes, this action was “too little, too late.”  Expenditures throughout the entire company must be reduced and under careful scrutiny in order to free up short-term cash which will allow Dana to reduce their long-term debt service. 

When it comes to manufacturing, reducing complexity is the key to not only “surviving,” but also staying ahead of the competition.  Our central theme stresses the combination of complexity reduction and minimized debt service in order provide the answer to Dana’s ongoing unresolved unprofitable dilemma.  Based on extensive analysis, we first decided to target Dana’s production line as an area where we could either reduce or completely cut a product line that was proving to be a non-valued entity.  A product line can be making money, but if it costs more to produce than it does to sell, it is not worth producing.  If a product line sales decrease in subsequent years, an immediate re-evaluation of that line should occur.  Another area of concern is how much inventory Dana is “warehousing” across the country.  When inventory is idle, there is no value added to the customers or to the shareholders. 

We recommend that Dana completely phase out production of fluid systems along with a 35% (minimum) inventory reduction.  A 35% reduction in inventories will cause a “waterfall” effect throughout the rest of the company.  With fewer inventories available, factories will experience less production and the need for warehouse facilities will be minimal.  Eventually, plant and equipment liquidation will “follow suit” and Dana will layoff approximately 2,880 employees due to fewer employees used in the production process.  In addition, a dividend cut of 15% is necessary in order to permit available equity used for the re-purchase of stocks and bonds thus reducing the debt service.

Although Dana has shortcomings with product deficiencies, we recommend a balanced approach by encouraging Dana’s senior management to implement an EVA incentive competitive bonus plan.  By comparing past EVA to future target EVA, we are recommending that Dana use target EVA as an incentive for either a higher bonus payout or a low bonus payout depending on whether or not Dana has met its target EVA for the year.  A bonus system designed with this structure could prove whether management is willing to step up to the task in lieu of accepting the bonuses as a percentage of sales.

Our recommendations propose an aggressive approach to Dana’s debt issues; however, we feel that with our proposals, Dana can once again be a competitive company in the auto production industry.

INTRODUCTION

With the recent economic turmoil faced by Ford and General Motors (GM), it is not surprising that companies, which service major auto manufactures with crucial component parts such as axles or driveshafts, are also experiencing related economic distress. Dana Corporation is no exception.  Toward the end of the 2006 first quarter, Dana Corporation filed for Chapter Eleven Bankruptcy, which translates to the restructuring of all debt securities.  The main question that Dana Corporation shareholders have to ask themselves is what went wrong.  Any analyst can infer that sales fluctuated from 2002 to 2004 with revenues of 9.6 billion dollars in 2002, over 7.9 billion dollars in 2003 revenues, and around 8.9 billion dollars in 2004 revenues (2004 10 –K).  So, what seems to be the problem?  From these numbers, it appears as though Dana is making money, however, is Dana a profitable company?  Based upon Dana’s economic profit percentage of -4.8% (Appendix B) and a negative EVA of $358.34 million dollars (Appendix C), we come to the conclusion that we must improve the profitability of existing offerings by eliminating the products of least interest and continuing to focus on the products of greater interest. A negative economic profit percentage tells the investor that there are two major problems that need to be addressed.  Problem one identifies Dana’s deficient return on investment and problem two identifies Dana’s deficiency with the debt and equity structure (George 33).  

Based on the fact that Dana recently filed for Chapter 11, we are well aware that Dana funded most of their products with debt.  In fact, 52% of these funds were used with debt (Appendix C).  With such a large percentage tied up in debt, we are proposing the following options so that Dana may use some of its own equity funds instead of selling more stocks and bonds.  In return for product line restructuring, inventory reduction, plant and equipment terminations, employment layoffs, dividend reduction with stock repurchasing, and an EVA competitive bonus incentive plan, we are proposing overhead cost reductions and an increase to the “bottom line.”  Adherence to our plan will free the necessary equity used to buy back debt and strategically utilize Dana’s own equity funds for production to once again become a profitable company.
RECOMMENDATION 1: PRODUCT LINE RESTRUCTURE
The first step in determining the type of restructuring plan that would be most beneficial over time is to decide how much “complexity” is involved throughout the product lines and whether or not a specific product line is of more value to the customer. There are three rules that are used when it comes to evaluating complexity.  The rules are as follows: “1.) Eliminate complexity that customers will not pay for. 2.) Exploit the complexity customers will pay for. 3.) Minimize the costs of complexity offered” (George 10).  When applying these rules to Dana, we will evaluate the percentage of sales each product line is accumulating in relation to overall sales.  When comparing each product line from 2002 to 2004, it can be determined that that the majority of sales that Dana accumulates is a result of axle production which is 43% of 2004 sales (Appendix D).  Sales are also generated from the production of driveshafts which is 13% of 2004 sales, structures that are 12% of 2004 sales, and sealing products and bearings which are 10% of 2004 sales (Appendix D).  When comparing years 2002 through 2004, all products have either shown stable sales with no percentage increase in growth or have shown a steady increase in growth such as the sale of structures increasing from 9% of total sales in 2002 to 10% of sales in 2003 (Appendix D).  However, one product line that has shown absolutely no growth and even a steady decrease in sales from 2002 to 2004. 
Dana has stated, “these core businesses focus on the development, design and manufacture of our core products: axles, driveshafts, structures, fluid systems, and bearing and sealing products. These businesses have leading market positions and brand equity and provide our customers with value-added solutions and products” (2004 10-K). However, this statement is entirely inaccurate based upon the percentage of sales that the production of fluid systems made from 2002 to 2004.  Fluid system sales in 2004 accounted for 854 million dollars or 9% of total sales (Appendix D).  854 million dollars in sales sounds like a good number overall, however, when comparing sales from 2002 to 2004, there is a steady decrease in sales by 1% with an estimated 22 million dollar loss per year (2004 10-K).  Therefore, if the laws of complexity are applied, there are only three options that can be utilized.  The three options are as follows: “1.) Change your existing portfolio of offerings (Ex: Decrease complexity by eliminating products, services, options, etc.) 2.) Improve the profitability of existing offerings 3.) Minimize internal complexity (Ex: Move to value-added activities)” (George 71). Therefore, based on these options, we recommend that Dana completely eliminate the production of fluid systems, utilize the equity used for expenses (i.e., cost of goods), and have the equity re-invested back into the company.  By applying this strategy, we are suggesting that with the elimination of one product line based on the decrease in sales from year to year, Dana can focus their energy and support into a proven successful axle and driveshaft product line that has shown constant steady sales growth.
Based on this assessment, with the elimination of the fluid systems product line, overall sales will immediately decrease.  Given this situation, the quickest way to reduce Dana’s debt is to reduce any risk that might be associated with selling a product to a company, thus freezing account receivables, and utilizing the money that is saved from the cost of goods sold account for immediate cash.  Based on cost of goods sold from 2002 to 2004, it is estimated that costs have increased about 1 billion dollars or on average an increase of 5% from 2003 to 2004 (2004 10-K).  With the decrease in 9% of sales from fluid production, we are estimating to save over 1.1 billion dollars in the first year alone from the elimination of costs for fluid production (2004 10-K).  As far as accounts receivable are concerned, from 2003 to 2004, there has been an increase in this account amounting to 3% (Appendix D).  This 3% increase is assumed to decrease once the fluid production is completely phased out.  With this reduction in costs of goods sold due to the elimination of fluid production and the decrease in accounts receivable from potential “write-offs,” we believe this money can be used for a greater purpose within the company. The retiring debt will enable the buy back stock to “level out” the current ratio of 1.29 to become more in sync with its major competitor such as Delphi with a current ratio of 1.15.
RECOMMENDATION 2: COMPANY RESTRUCTURE

STEP 1: REDUCE INVENTORIES

Managing inventory effectively is a key ingredient to any companies’ long-term success.  Dana must use a three-step process when critiquing their position in the market. First, Dana must do an inventory analysis by looking at their inventory levels and trends over the past couple of years compared to that of its major competitors.  Next, Dana must decide how much they want to reduce inventory.  When companies find themselves in stressful financial situations, companies should first look to reduce inventory.  Reducing inventory is one of the easiest and most efficient ways of improving short-term troubles. Finally, Dana must make a decision on what do with the cash received by selling off facilities and reducing inventory.  There are three main ratios that Dana needs to improve. First, Dana must look for ways to improve their inventory-turns ratio.  Inventory-turn ratio measures how fast a company turns its inventory (Schreibfeder).  Currently, Dana has a much lower inventory-turn ratio then its main competitors (Appendix F).  The best way to fix this low inventory-turn ratio is to reduce Dana’s overall inventory level.  The days-in-sales-in-inventory ratio calculates the number of days it takes to sell inventory.   In 2004, Dana took approximately 12 more days to sell their inventory than their closest competitor (Appendix F).  This ratio helps explain to the company and its key competitors that a number of circumstances are occurring in order to make this number so great.  Some of these circumstances may include problems with machines, conflicts in management, or mishaps involving inventory.  Another key statistic to pay attention to is changes in sales compared to inventory changes.  Since 2003, inventory has increased 18.08% while sales have only increased 12.27% (Appendix F). Therefore, Dana must come up with a plan to reduce overall inventory.

Based on our preliminary analysis, we are proposing a 35% reduction in inventory.  Reducing inventory by such a large margin will enable us the opportunity to sell off or consolidate our facilities that house these products.  From 2002 to 2004, the total cost of products remaining “idle” in a warehouse amounted to over 2.7 billion dollars (2004, 2003 10-K).  At the end of 2004, Dana was looking at a 3% increase from 2003 in inventories based on overall assets (Appendix F; 2004 10-K).  Inventory reductions of 35% is a drastic reduction, however, this step is essentially necessary to reduce the 52% of funds that are used by debt (Appendix C).  If this 35% reduction was put into effect in 2002 all the way to 2004, Dana could have saved an estimated 968.1 million dollars (Appendix F; 2004, 2003 10-K).  Perhaps some of Dana’s earnings could go toward paying off their debt.  The estimated millions in savings could have been used by Dana to reduce the percentage of how much debt is used to fund their operations; thus, providing less risk for its investors.

STEP 2: REDUCTION IN PLANT & EQUIPMENT


In the continuation of company restructuring, the next step necessary is the 35% liquidation of Dana’s current plant and equipment account.  Plant and equipment liquidation is more glaringly apparent now that there is only a remaining inventory value of 65%.  It can be assumed that it costs any company the same overhead expense to house a full warehouse as it does an empty one, so why not cut expenses and try to make some profit from selling some assets?  From 2003 to 2004, Dana increased the value of their plants and equipment due to purchase commitment that was scheduled at the end of the 2004 fiscal year (2004 10-K).  Dana’s value of plant and equipment was valued at almost 2.2 billion dollars in 2004 (2004 10-K).  Currently there are approximately 50 major facilities that are used for the production of Dana’s product line and of those 50, over half are located in the Midwest (Seewer).  Based on the value of plant and equipment for 2004, (2004 10-K) it can be determined that the approximate value of these 50 plants is worth over 615 million dollars (Appendix G).  Therefore, we can conclude that over half (26 plants) in the mid-west region is estimated at about 320 million dollars (Appendix G). If we apply the same percentage that we used for the reduction in inventories, we are proposing the shut down of 9 total plants in the states of Ohio, Michigan, Indiana, and Kentucky (Seewer).  With this proposed shut down, we are estimating to have a total of 111,955,988 million dollars in savings (Appendix G). 
STEP 3: LAYOFFS

By now, the steps that have been taken act as a “waterfall” for the remaining steps.  As you reduce your inventory demand and shut down or sell off the number of plants in a particular region, you must eliminate the jobs that were located at these 9 plants.  Assuming that there are on average 320 employees at each facility site (Vinas), we approximate that 2,880 employees will need to be laid off due to these shut downs (Appendix H).  In addition, the average worker at these plants makes an estimated $17 an hour (Porter).  Therefore, based on these numbers, it can be determined that the average salary per employee at one of these plants brings in about $35,360.00 annually (Appendix H).  This annual salary is therefore applied to the number of employees that we assume need to be laid off and from there Dana is looking at saving over 101 million dollars.  With “walkout packages” and lay off incentives, we propose paying 50% of annual salaries for the first year while the remaining parts of the salaries are to be paid off in the following year resulting in an estimated first year savings at about 50 million dollars for Dana Corporation.
STEP 4: Dividend Cut and Repurchase Shares Plan
The payout of dividends is usually used as a reward to shareholders if Dana has had a profitable year the previous year.  For 2005, Dana paid out $.37 dividend per share of common stock.  With 150,000,000 shares of outstanding stock, Dana ended up paying out $55,500.000 to shareholders. By cutting the dividend by 15% in 2006, we are assuming that Dana will save $8.325 billion dollars (Appendix I).  We will then use this money saved to repurchase shares of outstanding stock by using transferable put rights (TPR).  By using TPR, Dana can control the number of shares that can be offered back to the company (Rich).  While the declaration of reducing dividends might lower the current stock price, the reduction of outstanding shares should counteract the price fluctuation and stabilize the stock price with all the methods we are using to restructure Dana.  The main focus at this point is to free up cash, however, at the same time eliminate the possibility of Dana’s stock plummeting.  Therefore, we feel that a 15% reduction will enable Dana the opportunity to use these funds for re-investment back into the corporation.  With the stock Dana buys back, Dana will enable its existing shareholders a larger investment in the company and will therefore increase the value of the existing or remaining shares.

RECOMMENDATION 3: COMPETITIVE EVA BONUS INCENTIVE PLAN
Our analysis of the recent decline in shareholder value has been attributed to the continuation of a bonus payment plan to executives.  By the end of 2004, Dana’s four top officers were receiving an annual compensation of slightly more than 2 million dollars.  Of these 2 million dollars, the shareholders received little or no dividend payout.  Michael Burns, Chief Operating Officer and Chairman of the Board, is compensated well above 5.5 million dollars even while Dana experienced debt issues.  An employee’s salary should reflect upon the accomplishment of the company’s annual goals and individual job performance.  With Dana’s stock falling from 87% in April 1998 to 58% in January 2005, salaries were not proportionally consistent with the company’s production (Syllabus).  We recommend that the conclusion of the restructuring process begin with the four top officers taking a 15% to 20% reduction in total compensation.  Although this will only save slightly more than $1.5 million, this is the correct approach in reducing overhead and administrative costs (Appendix J).  In addition to the salary reduction, we also recommend that an EVA incentive plan be put into operation for the top officers of Dana Corporation.  Because accounting profit is not consistent with the cash flows or time value of money, an EVA incentive plan is proposed as the “barometer” of measurement benefiting the stockholders in addition to the overall company.  After determining Dana’s EVA for the past two years we have decided on a balanced plan with a 7.5% increase in annual salary for every 15% increase in EVA per year.  By the end of the third year if the EVA plan is implemented, EVA should increase by 35% and management’s annual salary will follow suit with significant base salary increases.  The 2004 EVA was $ -358,340,000, which is a substantial decrease from 2003 EVA of -$92,320,000 (Appendix C).  Implementing EVA will not be popular in the immediate future with the salary reduction management will experience, however, over the next couple of years, we are projecting stronger assets within Dana as a result of debt repurchase and reinvestment in value added product lines.
Another incentive that must be applied to the bonus formula is tenure, which translates to length of time invested in the corporation.  A change in management can produce different styles of administration and implement different culture that typically leads to debt structure issues within the company.  Therefore, with changes in management, the average employee needs an incentive to stay with Dana.  This plan starts with the lower and middle level employees eligible to receive a 2.5% increase in base salary once tenure is established.  After five years, tenure will be declared, and employees will be eligible to receive $15,000 dollars based on inflation risks.  Senior management will have a restructured plan designed according to specific roles and responsibilities.  In addition, senior management will not only be eligible for EVA bonuses, but also incentives for loyalty will also be part of compensation.   Senior management should receive a greater increase from EVA incentives, which result in satisfaction with the overall compensation package.  After employees achieve a specified tenure, bonuses will increase every 2 years presenting an opportunity for Dana to not just simply hand out bonuses because it is the right thing to do, but award bonuses based upon achievement.  Without these competitive clauses, why should management even care what happens to the fate of Dana?

CONCLUSION


Based on a negative EVA and a negative economic profit percentage, we have come to the conclusion that Dana must implement the previous recommendations and steps to be a profitable company once again. While trying to free up cash and a worthy component in the industry, we are assuming that Dana can rebound its profit margin and at the same time become a company that future investors can put their money behind. 
Appendix A: Company Overview
Customers: Dana is positioned to serve customers all around the world. The majority of Dana’s customers consist of major auto manufacturers such as Ford, General Motors, DaimlerChrysler, Toyota, and BMW (Overview). Dana also supplies parts to heavy duty vehicle manufacturers such as Volvo (Dana Corporation). 

Products & Services: Dana is just one supplier in highly competitive market that supplies axles, driveshaft, engine parts, frames, chassis, and transmission technologies to its customers. 

Competitors: While there are many companies in the industry, some of Dana’s closest competitors include Delphi, Visteon, and Magna International. 

Industry: With rising energy costs that are driving up the costs of raw materials, compounded by the increasing pressure from auto-makers to sell them parts at lower prices, auto parts suppliers are being put in a financial bind (yahoo). In fact, many several have gone bankrupt. 

Employees & Facilities: Dana has 42,000 employees spread across 175 major facilities in 28 countries (10k). Fifty of the major facilities are located in the U.S. (10K). In 2005, Dana stated it would cut more costs by laying off workers, selling non-core operations, closing plants, and moving more of its manufacturing base to Mexico. The company is also exploring growth in more overseas areas such as China and India; avoiding the high cost of U.S. labor (Hoover). 

Appendix B: Economic Profit

EP% (Economic Profit) = ROIC% - WACC%

ROI = 4.67 (# obtained from Mergent)

WACC = 9.47 (NOTE: see calculations below)


Cost of Equity = 15.05

· Beta = 1.65 (# obtained from Valueline)

· Interest Rate = 5.15

· Market Risk Premium = 6% (# used for EVA – found off Merck instructions)

· 1.65(6) + 5.15 = 15.05

Short Term = 2.5% (2004 10-K)

Long Term = 6.61%

Short Term Debt = 155,000,000

Long Term Debt = 2,054,000,000

Total Debt = 2,209,000,000


155,000,000
  *(2.50)
+
2,054,000,000     *(6.61)


2,209,000,000


 
2,209,000,000



.17 + 6.14 = 6.31(1-.35) = 4.10 => After Tax Cost of Debt

Weight of Equity = .52 (Figured from EVA calculations)

Weight of Debt = .48

WACC = .52 * 15.05 + .48 * 4.10(1-.35) = 9.47

EP = .0467-.0947= -.0480 = -4.8%

Appendix C: Calculation’s of Dana’s EVA

2004

2003

NOPAT = NI + IE

NI







$82

$222
IE







$217

$221
NOPAT






$299

$443
Capital = A-NIBCLS





A







$9,617

$9,553

NIBICLS






$2472

$2537


Capital







$7145

$7,016

Cost of Capital, k(t)

Cost of equity is r(e) = r(f) + Beta * MRP

r(f)







5.15

4.91



Beta







1.65

1.45

MRP







6

6

r(e)







15.05

13.61

Cost of debt is r(BAT) = r(B) (1-Tc)

r(B)







5.956%
7.13%

Tc







.35

.35



(1-Tc)







.65

.65

r(BAT)







3.871%
4.635%

Total Market Value of Equity and Debt

Value of equity





$2,830.15
$1,752.24

Value of debt






$3,098

$3,502

Weight of equity





47.741%
33.349%

Weight of debt






52.259%
66.651%

Cost of Capital = [(Xe)(r(e)) + (Xd)(r(bat))]

9.2%

7.63%

Capital Charge





$657.34
$535.32
EVA=NOPAT(t) – k(t-1) * Capital(t-1)


($358.34)
($92.32)
Sources:

Dana Corporation 2004 & 2003 10K

Wharton

Value Line

Appendix D: Percentage of Sales & Total Assets


Product



2004

2003

2002


Axles




$ 3,907
$ 3,378 
$ 3,271



Driveshafts



   1,246
   1,031
      985


Structures



   1,072
      851                  737 

Sealing Products 


      872
      761                  697


& bearings


Fluid Systems                                           854

       833
      856  



Other




   1,105                1,064                 955 


Total




$ 9,056
 $ 7,918            $ 7,501     

% of Sales for Product Line

Axles





43%

43%

43%

Driveshafts




13%

13%

13%
Structures




12%

10%

9%

Sealing Products



10%

9%

9%

Fluid Systems




9%

10%

11%

Other





12%

13%

12%

Assets





Dec. 31, 2004


Dec. 31, 2003

Accounts Receivable



$ 1,266


$ 1,048

Total Assets




$ 9,047


$ 9,617

A/R as a % of Total Assets

A/R





14%



11%

NOTE: All figures are obtained from 2004 10-K & ALL numbers are in millions

Appendix E: Cost of Sales Analysis





2004


2003


2002

Cost of Sales


8,372


7,249


6,826

Total Cost of Sales for 3 years = $22,447 (8,372+7,249+6,826)

7,249

= 32%




8,372

= 37%
22,447






22,447


Source: 2004 10-K

Appendix F: Inventory Analysis





2003


2004
Inventory


743,000

907,000


Sales



7,918,000

9,056,000

Total Assets


9,617,000

9,047,000

%  Based on Sales 

9.38%


10%

% Based on Total Assets
7%


10%

Average          Inventory        Days Sales
Sales
  
COGS        
Inventory       Turn                 in Inventory
Delphi

28,622

25,797

1,977

13.04

27.706

Visteon
18,657

17,426

825

21.122

18.62

Magna Int.
20,653

17,696

1,246

14.202

28.38

Average
22,644

20,306.33
1,349

16.121

24.9

Dana

9,056

8,333

825

10.10

39.78

2004 Inventory: (907*.35) = 314.3

2003 Inventory: (743*.35) = 263.2

2002 Inventory: (1,116*.35) = 390.6

314.3+263.2+390.6= 968.1

Sources:

2004 10K

2003 10K

2002 10K
Appendix G: Dana’s Savings for Closing 9 Plants in the Midwest

50 Plants in USA valued at $615,142,857.00 including plant and equipment

** (Property, Plant, and Equipment for all 175 major facilities = $2,153,000,000.00
      Each plant cost approximately $2,153,000,000.00/175 = $12,302,857.00)

*** (50 major plants in the USA valued at 50*$12,302,857.00 = $615,142,857.00)

26 Plants in the USA Mid-West region valued at $319,874,282.00 including plant and equipment (26*$12,302,857.00 = $319,874,282.00)

Savings by shutting down 35% of plants in the mid-west and selling plant and equipment at asset value is:

($319,874,282.00*.35) = $111,955,988.00

Money Saved by closing and selling 9 plants with equipment is approximately:

$111,955,988.00
** We know the cost of land, plants, and equipment varies across states, and countries; however we are approximated the average cost of each major facility.

*** Again we are assuming the major facilities in the USA all have the same approximate cost and value, and we are assuming they are approximately around the same square footage per plant.
Source:
2004 10K

Appendix H: Savings From Employee Layoff from Closing 9 Plants

Average number of employees per plant in USA 320 (# found from industryweek.com for Kentucky plant)

Approximate number of employees getting laid off:

(320*9) = 2,880 employees getting laid off from plant closures

Average Money made per hour for Average Employee:

$17/hr

Average Money made per year for Average Employee:

($17*8 hrs/day*5 days/week*52 weeks/year) = $35,360.00

Money Saved By Dana from Layoffs:

($35,360.00 * 2,880 employees) = $101,836,800.00

Dana Paying 50% of annual salary per employee for first year:

Money Lost: ($101,836,800.00*50%) = ($50,918,400.00)

Total Money Saved From Employee Layoff:

$50,918,400.00

Source:
Porter

Appendix I :Dana’s Dividend Savings by Cutting Dividends 15%

Dividends paid to common stockholders in 2005:

Feb/25/05
$0.12 dividend

May/27/05 
$0.12 dividend

Aug/30/05
$0.12 dividend

Nov/29/05
$0.01 dividend

Total 2005 dividend = $0.37 per common share

Total Common Stock Outstanding 2005: 150,000,000.00

Total cash paid out:  (150,000,000*$.037) = $55,500,000.00

Money saved by cutting dividends out by 15% = $8,325,000.00
Sources:
Yahoo.! Finance

Appendix J
See Excel Attachment

Source:
2004 10K
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