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Delphi asks to delay Chapter 11 exit

AP photo by David Zalubowski

A prospective buyer looks over a 2008 Tundra pickup at a Toyota dealership in Golden, Colo., last
month. Toyota and its U.S. automaking rivals reported mixed sales results for November.

which could push its exit from
bankruptcy to later in 2008.

"It certainly can and already
has delayed the timetable. Giv­
en the difficulty in arranging
that financing, they've had to go
back and look at their capital
structure," he said.

Lombard says Delphi might
have to wait longer for financ­
ing, because the credit crunch
isn't likely to ease soon.

A company in an industry
that isn't as cyclical, such as
health care, would probably
have an easier time getting
money than an auto supplier,
she added.

"A lot ofit is concern about re­
cession and the subprime mess,
and it could take a year to wind
through it," she said.
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fiscal year.
"We have concluded that con­

tinued disruption in the UK fi­
nancial markets, higher inter­
est rates and our decision to re­
duce our loan exposure to the
UK market have negatively af­
fected the book value of our
Goldfish business," Chief Exe­
cutive David Nelms said.

While the credit card market
in Britain "remains very chal­
lenging," he continued, "our ef­
forts to refocus this business
have begun to produce positive
results." The company, Nelms
said, will continue to imple­
ment "significant actions" to
improve the Goldfish operation
"and will continue to monitor
our progress and assess options
to maximize shareholder re­
turns."

Analysts surveyed by Reuters
Estimates forecast that Dis­
cover will deliver earnings of
about $174 million for the fourth
quarter when it reports results
later this month, so the hefty
non-cash charge to write down
the value of the Goldfish busi­
ness on its books seems certain
to give the company a net loss
for the quarter.

"The stock buyback is consid­
erably more positive than the
goodwill impairment is nega­
tive," Lehman Brothers analyst
Bruce Harting told investors in
a note.

Still, he acknowledged, "some
investors were looking for a
more dramatic move with re­
gard to the UK business," such
as halting credit originations or
selling the British credit card
portfolio.

Standard & Poor's Corp. said
the planned charge won't affect
its BBB rating on Discover debt.
Although Discover stands to
record a big fourth-quarter loss,
S&P said, the credit rating com­
pany is focused on tangible as­
sets, and the write-off of intan­
gible goodwill at Goldfish won't
alter the calculation of Dis­
cover's risk profile.
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services that ensure unbroken
connectivity whether people
are at home, at work or some­
where in between. Zander said
Friday he will leave Motorola in
early 2008, ceding the CEO posi­
tion to Greg Brown. Zander had
faced intense scrutiny after Mo­
torola, failing to come up with a
successor to the hugely popular
Razr mobile phone, saw its prof­
its and market share crumble.

The departure of Warrior
could pose a risk "in that they
really have to get back in the
game on this very competitive
handset market to be able to in­
troduce new products in a
timely and efficient manner,"
said Bill Choi, an analyst at Jef­
feries & Co.

Still, Choi said the choice of
Nottenburg could point to conti­
nuity, rather than a manage­
ment shake-up. Zander had first
hired Nottenburg as a strategic
consultant in 2004.

Warrior had written a blogfor
Motorola called "Bits on the
Edge" that covered topics from
technology trends to her per­
sonallife. In the second-most-re­
cent posting, dated Nov. 21, War­
rior ruminated on leadership
characteristics in "the World of
2.0" and concluded: "As I think
about what is next, I see a time
for change."
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first quarter and, in the face of
tighter credit, scaled back
plans- financing $5.2 billion of
net debt instead of$7.1 billion.

Delphi also revised its settle­
ment with GM, which spun the
partsmaker off in 1999. Origi­
nally, GM was to receive $2.7 bil­
lion in cash, but the amended
plan would give GM $750 million
in cash, $1.1 billion in stock and
the balance in a note instead.

Creditors and stockholders
have objected to some of those
changes, scheduled for a hear­
ing Thursday in bankruptcy
court. The hearing on the exten­
sion is scheduled for Dec. 20.

Mark Oline, managing direc­
tor of Fitch Ratings Service,
said Delphi's struggle to ar­
range financing means it will
need to further restructure,

Motorola's chief technology
officer has left the company, a
spokesman said Monday, the
first business day after Chief
Executive Edward Zander an­
nounced his retirement.

Padmasree Warrior had run
Motorola's research and devel­
opment operations, overseeing
26,000 engineers around the
world, according to the most re­
cent version of her company bi­
ography. Spokesman Charles
Kaiser confirmed that Warrior
had left, but declined to give a
reason for her exit or say where
she had gone. He did say that the
company had been making
preparations for her departure
as early as October.

Rich Nottenburg, who is Mo­
torola's chief strategy officer,
will be assuming Warrior's re­
sponsibilities.

Warrior declined to comment
when reached at home.

Warrior, prominent in the
Chicago area as a senior female
executive, was educated in In­
dia and the U.S. She started
working at Motorola in 1984 and
became chief technology officer
in 2003. She is known for work­
ing closely with Zander on his
vision for "seamless mobility,"
or providing equipment and

Discover Financial Services,
citing the "continued disrup­
tion" in Britain's financial mar­
kets, said Monday that it will
record a more than $400 million
charge to write down the value
of its Goldfish MasterCard and
Visa credit card business in the
United Kingdom.

The Riverwoods-based credit
card issuer also said directors
approved the repurchase of as
much as $1 billion of Discover's
shares-an amount, ifexercised
in full, that would allow the buy­
back ofabout 12.8 percent ofthe
company's outstanding shares
at the stock's current price.

Shares of Discover still
dropped 98 cents, or 5.6 percent,
to $16.39, on the New York Stock
Exchange. The stock has lost
about 40 percent of its value
since former parent Morgan
Stanley spun off Discover on
June 30.

Discover said the write-down
in the fiscal fourth quarter
ended Nov. 30 will eliminate "all
or substantially all" of the good­
will and other intangible assets
of the Goldfish business, which
as of Aug. 31 totaled $422 mil­
lion.

Discover was still a Morgan
Stanley unit when it paid $1.75
billion to acquire the Goldfish
operation from Lloyd's TSB
Group PLC in early 2006.

In the United Kingdom, a
tough consumer credit environ­
ment has caused a rising rate of
delinquency among Goldfish
credit card borrowers, and has
obliged the company to set aside
additional funds to cover poten­
tial future loan defaults.

Through the first nine
months of the fiscal year, Dis­
cover's international business,
primarily the Goldfish opera­
tion, has recorded a punishing
pretax loss of $173.1 million, a
much deeper deficit than the
$36.7 million pretax loss the
international business had in
the same period in the previous

Technology chief at
Motorola steps down

Discover cites
UK 'disruption'
in write-down

more than 80 lawyers, judges
and others who worked in the
Cook County court system. He
oversaw the prosecutions offor­
mer Judges Richard LeFevour,
Wayne Olson and John Reyn­
olds.

In 1993, he was one of four fi­
nalists for the post of U.S. attor­
ney that eventually went to
James Burns.
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'SUPER' LAWYERS: Sidley Aus­
tin and Mayer Brown have se­
cured advisory roles in the cre­
ation of a "superfund" to buy
struggling structured-invest­
ment vehicles. The plan was
hatched by Bank of America
Corp., Citigroup Inc. and
JPMorgan Chase & Co. to re­
store confidence in credit mar­
kets. Both law firms have law­
yers who specialize in securiti­
zation issues.
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Ford's November results
ended a yearlong string of
losses. Every month ofthis year,
Ford's sales compared badly
with 2006, when it was still sell­
ing thousands of its old Taurus
sedans to rental fleets. But Oct.
31 marked one year since the
end of production ofthat sedan.

Ford cut rental-fleet sales by 6
percent in November and plans
to continue cutting in 2008, Pi­
pas said. Sales to more profit­
able government and commer­
cial fleets were up 25 percent
last month.

The automaker said its car
sales fell 2 percent, but truck
sales rose 2 percent, largely on
the strength of the Ford Escape
small SUV and Ford Edge cross­
over. Sales of the newly re­
designed Ford Focus jumped 18
percent.

Chrysler's car sales shot up 43
percent, led by the new Sebring
convertible, as well as the Dodge
Charger and Avenger. Those se­
dans helped lift Dodge's car
sales 75 percent for the month,
Chrysler said. Chrysler's truck
sales were down 13 percent.

hedge funds have gone under­
ground."

Predictions that auto sales
will fall next year and that there
could be a recession only make
it worse for Delphi because ei­
ther would put a dent in its sales
to General Motors Corp., its big­
gest customer, and other manu­
facturers.

Lombard calls it bad timing
on Delphi's part, citing Ford
Motor Co.'s ability to borrow
$23 billion to finance a massive
restructuring just a year ago.
"The uncertainty is keeping
buyers on the sidelines," Lom­
bard said.

Delphi, which filed for bank­
ruptcy in October 2005, had
planned to exit Chapter 11 by
the end of the year. Last month,
it moved the date back to the

still expects to emerge from
bankruptcy in the first quarter,
but said it needs to amend its re­
organization plan to reflect the
tighter credit. "Everyone
knows what's going on in the
capital market," Williams said.
"It's very challenging."

Gimme Credit analyst Shelly
Lombard said auto parts might
have nothing to do with home
mortgages, but Delphi is feeling
the pinch of the subprime up­
heaval that has made investors
look askance at risky ventures
such as parts suppliers, several
of which have gone bankrupt in
recent years.

"The whole subprime mess
has spooked everyone," Lom­
bard said. "Everyone's just
more skittish. Their risk appe­
tite has changed, and banks and

would reduce scheduled pro­
duction by 7 percent. Ford's top
U.S. sales analyst, George Pipas,
said the automaker is predict­
ing sales will be at their slowest
pace in a decade in the first half
of2008.

GM said its November sales
dropped 11 percent, hurt by fall­
ing demand for trucks, as well
as cuts in sales to low-profit
rental car fleets, while Chrysler
LLC said sales fell 2 percent.
Ford and Toyota Motor Corp.
both reported sales increases of
less than 1 percent.

"Rising fuel prices and slid­
ing home values delivered a
one-two punch this month,"
said Jim Lentz, executive vice
president of Toyota's U.S. sales
arm. "But the industry's not
down for the count. Demand for
fresh, more fuel-efficient prod­
ucts continues to show
strength."

GM's truck sales fell 15 per­
cent, while car sales declined 4
percent. GM said it also cut
sales to low-margin rental fleets
by 29 percent compared with
last November.

tion to that but all ofus have had
management experience in­
volving lawyers."

Reidy will replace William
Ritchie, who oversaw the
growth of the Chicago office
from 14 lawyers to about 170. Its
clients include Chicago stal­
warts Motorola Inc. and Abbott
Laboratories. Ritchie will as­
sume a firmwide financial man­
agement role while continuing
his mergers-and-acquisitions

practice. Jones
Day has more
than 2,200 law­
yers around
the world.

Reidy said
he will hand
off some of the
new adminis­
trative respon-

Reidy sibilities to
partner Lee

Ann Russo so he will have time
to continue his civil and crimi­
nal practices. He currently
oversees the firm's corporate
criminal investigations.

As a prosecutor, his main
claim to fame is the Operation
Greylord investigation into ju­
dicial corruption. Reidy shep­
herded the investigation from
its infancy in 1978 until its con­
clusion in the mid-'80s, which
resulted in the convictions of

By Rick Popely
Tribune staff reporter

The subprime mortgage mar­
ket has become the latest road­
block to auto supplier Delphi
Corp.'s plans to exit bankruptcy.

Delphi, in a filing in U.S.
Bankruptcy Court in New York,
has asked for a three-month ex­
tension, to March 31, to file a re­
organization plan, primarily
because it has not been able to
borrow the $5.2 billion it needs
to exit Chapter 11.

Spokesman Lindsey Williams
said Monday that the company
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From Tribune news services
Automakers on Monday re­

ported mixed sales results for
November, with some new or
more fuel-efficient models per­
forming well despite consumer
malaise over high gas prices
and the weak economy.

But even with rising sales of
small cars and crossovers, the
industry is predicting things
will get worse in 2008.

"Brisk head winds from the
soft economy are making tough
sailing for automakers as they
try to turn around their U.S.
business," said Pete Hastings, a
fixed-income analyst at Morgan
Keegan & Co. in Memphis. "It
looks like it's going to be tough
for a while."

November sales fell nearly 2
percent industrywide in No­
vember, according to Autodata
Corp. Car sales were up 5.5 per­
cent, but sales of trucks and
sport-utility vehicles fell more
than 7 percent.

General Motors Corp. said it
is cutting scheduled first-quar­
ter production by 11 percent,
while Ford Motor Co. said it

Daniel Reidy will become the
head of Jones Day's Chicago of­
fice Jan. 1, joining a host of for­
mer federal prosecutors in lead­
ership roles inside local law
firms.

Reidy, native of the South
Side, has been a partner at
Jones Day since the firm opened
in Chicago in 1987. Prior to that
he spent more than a decade in
the U.S. attorney's office in Chi­
cago, where he handled some of
the high-profile cases to come
into the Dirksen U.S. Court­
house.

He worked for former U.S.
Attys. Dan Webb and Anton
Valukas, who in private prac­
tice have risen to the top of the
profession. Webb is chairman of
Winston &Strawn, where he re­
placed James Thompson, for­
mer governor and U.S. attorney.
Valukas is chairman of Jenner
& Block, taking over for Jerold
Solovy.

Other former prosecutors
managing big law firms include
Ronald Safer, managing part­
ner at SchiffHardin &Waite. Ty
Fahner, another former assist­
ant U.S. attorney, was chairman
of Mayer Brown until earlier
this year.

"It's an interesting phenome­
non," Reidy said. "It's not as if
there is some sort of predilec-

More time needed
as credit dries up

Gas prices, housing mess
apply brake to auto sales

'Greylord'prosecutor
to head Jones Day office

Developer to retain
majority of building
By Blair Kamin
Tribune architecture critic

The former Lake Shore Ath­
letic Club building, a 1920s cliff
of brick and limestone that
faced demolition earlier this
year, will get an $80 million re­
hab and begin a new life as luxu­
ry senior housing under a deal
announced Monday.

The deal, expected to be final­
ized in January, represents a
victory for freshman Ald. Bren­
dan Reilly (42nd) and historic
preservationists, who wanted
the historic structure saved.

The building's longtime
owner, Northwestern Univer­
sity, had a contract to sell the 19­
story structure to Chicago de­
veloper Steven Fifield, who
sought to tear it down and erect
luxury condominiums. Under
the deal disclosed Monday,
Northwestern will sell the
building, located at 850 N. Lake
Shore Drive, to Northbrook­
based Integrated Development
Group LLC, a developer of sen­
ior housing.

IDG plans to build 139 senior
residential units and will save
"the vast majority" ofthe build­
ing's exterior, Reilly said. It also
will preserve historic common
areas on the building's lower
floors, including a two-story
wood-paneled lounge and a two­
story banquet room. The build­
ing's swimming pool, however,
apparently will not be saved.

"Some had suggested it would
be impossible to save this build­
ing in an economically viable
fashion, and I think this deal
proves that is not the case," Reil­
ly said.

A purchase price was not dis­
closed, but Northwestern offi­
cials previously contended that
the university would get several
million dollars less from devel­
opers who wanted to rehab the
former athletic club than from
Fifield. Northwestern officials
could not be reached Monday.

David Bahlman, president of
Landmarks Illinois, a Chicago­
based historic preservation ad­
vocacy group, praised Reilly for
blocking demolition and said he
would scrutinize the devel­
oper's proposal at a meeting of
the Streeterville Organization
of Active Residents, a neighbor­
hood group, on Tuesday night.

Nevertheless, Bahlman called
the announcement "terrific."
Even if some details of the plan
prove unacceptable, he added,
"that would not be a problem for
us given the alternative of the
whole building disappearing."

Following an outcry by local
residents, Reilly came out in
July against the planned de­
struction of the former club,
whose severe Georgian exterior
was designed by architect Jar­
vis Hunt and completed in 1927.
Northwestern used the former
club as a dormitory until 2005. It
has been vacant since then.

Integrated Development is
led by Matt Phillips, the former
head of development for Classic
Residence by Hyatt, a developer
of senior housing controlled by
Chicago's billionaire Pritzker
family.

The company will partner on
the project with the National
Electrical Benefit Fund, a
Washington, nC.-based pen­
sion fund.

IDG said in a news release
that it had agreed to terms with
Northwestern in late Septem­
ber. Reilly said they are now in
the process of completing the
deal.

Phillips said most of the
building's interior will be reno­
vated to modern standards and
that the two main social rooms
of the former club will be saved.
He did not mention the pool,
which is adorned by colorful
murals of golfers, runners,
high-jumpers and other ath­
letes in the heat of competition.

The company said it has hired
Chicago architect Laurence
Booth and his firm Booth-Han­
sen, whose credits include the
transformation of the historic
Palmolive Building, an Art
Deco office skyscraper, into
high-end condominiums.

The developers and Reilly
contend the project makes eco­
nomic sense because it will
meet a market demand for high­
end upscale senior housing.

"For me, this could be a real
win-win," Reilly said. "And for
the city of Chicago, it will save
an historic building from demo­
lition. It will provide much­
needed senior housing and put
this property back on the city
tax rolls."
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Deal saves
Athletic
Club from
demolition


