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Item 1.01. Entry into a Material Definitive Agreement.

     1. Accelerated Vesting of Certain Stock Options and Stock Appreciation Rights

     On December 1, 2005, the Compensation Committee (the Committee) of the Board of Directors (the Board) of Dana Corporation (Dana) approved the
immediate vesting of all unvested stock options held by employees of the company, including its executive officers, with an exercise price of $15.00 or more
per share. As a result, unvested stock options granted under Dana’s Amended and Restated Stock Incentive Plan (SIP) to purchase 3,584,646 shares of the
company’s common stock, with a weighted average exercise price of $18.23 per share, became exercisable on December 1, 2005, rather than on the later
dates when they would have vested in the normal course. Stock options granted under the SIP typically vest in 25% increments on each of the first four
anniversary dates of the grant and expire ten years from the date of grant.

     In addition, the Committee accelerated the vesting of all stock appreciation rights (SARs) granted under the SIP with a grant price of $15.00 or more. As a
result, 11,837 SARS, with a weighted average grant price of $21.97, became exercisable on December 1, 2005, rather than on the later dates when they would
have vested in the normal course. SARs granted under the SIP typically vest in the same manner as the stock options and also have a ten-year term. None of
the accelerated SARs are held by executive officers of the company.

     Based on the closing price of $6.95 per share for Dana’s common stock on December 1, 2005, as reported on the New York Stock Exchange Composite
Transactions published in The Wall Street Journal, all of the options and SARs being immediately vested were “out-of-the-money.”

     The decision to accelerate the vesting of these stock options and SARs was made to reduce the compensation expense that Dana would otherwise be
required to record in future periods following its adoption of Statement of Financial Accounting Standards (SFAS) No. 123(R), Share-Based Payment, issued
by the Financial Accounting Standards Board. SFAS No. 123(R) requires income statement recognition of share-based compensation, including the fair value
of stock options and similar instruments granted to employees, over the related service period, which is normally the vesting period.

     Dana plans to adopt SFAS No. 123(R) in January 2006, and as a result expects to recognize approximately $4 million of share-based compensation from
2006 through 2008, in the aggregate, with respect to the remaining unvested options and SARs. Share-based compensation would have included an additional
$11 million in 2006, $8 million in 2007 and $3 million in 2008 with respect to the modified stock options and SARs had the Committee not accelerated their
vesting. The Committee did not believe that the retention incentive provided by the original vesting schedules for the accelerated options and SARs was
commensurate with the $22 million of additional compensation expense.

     In accordance with Dana’s current accounting policy for stock-based compensation, the $22 million will now be shown on a pro forma basis in the notes to
the company’s financial statements for the fourth quarter of 2005. Based on Dana’s current outlook regarding its ability to generate future taxable income in
the United States and to utilize net operating loss carryforwards, the company does not expect to realize any significant tax benefit as a result of the
accelerated vesting of the above stock options and SARs.
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     The following table summarizes the stock options subject to acceleration that are held by the Named Executive Officers of the company (as reported in the
Summary Compensation Table of Dana’s most recent proxy statement) currently serving as executive officers:
         
  Total Number   Weighted Average 
  of Shares   Exercise Price  
Name and Title  Underlying Options  Per Share  
Michael J. Burns, Chairman of the Board,   704,043  $ 19.13 
Chief Executive Officer, President and Chief Operating Officer         
Robert C. Richter, Chief Financial Officer   139,173  $ 17.07 
Bernard N. Cole, President — Heavy   135,423  $ 17.12 
Vehicle Technologies and Systems Group         

     2. Amendment of the Additional Compensation Plan

     On December 1, 2005, upon the recommendation of the Committee, the Board approved amendments to Dana’s Additional Compensation Plan, as
Amended and Restated (the ACP) to eliminate the deferral feature and the “Severe Financial Emergency” provisions of the plan, effective, retroactively, as of
January 1, 2005. A copy of the amendments (collectively captioned “First Amendment to the Dana Corporation Additional Compensation Plan, as Amended
and Restated”) is set out in the attached Exhibit 99.1.

     The decision to amend the ACP was made to preserve for plan participants the benefit of deferral rules in effect prior to the enactment of Internal Revenue
Code Section 409A (IRC 409A) with respect to compensation which was earned and vested before January 1, 2005. As a result of the amendments, no future
deferral elections will be permitted under the ACP and amounts earned but not paid in 2004 that were subject to IRC 409A will be distributed to participants
and taken into income by such participants in 2005, as permitted by applicable Treasury Department guidance.

Item 8.01. Other Events.

     By a notice dated November 25, 2005, an agent for the holders of at least 25% in the aggregate of outstanding notes issued under Dana’s Indenture dated
December 15, 1997 (as supplemented, the 1997 Indenture), notified Dana that the agent deems the company’s failure to timely file and deliver its Form 10-Q
for the quarterly period ended September 30, 2005 (the Third Quarter Report) to be a default thereunder, and asked Dana to remedy the default. Subsequently,
by notices dated December 1, 2005, the trustee under the 1997 Indenture and Dana’s Indenture dated December 10, 2004 (as supplemented, the 2004
Indenture) notified Dana that defaults have occurred thereunder due to the company’s failure to timely file and deliver the Third Quarter Report, and asked
Dana to remedy the defaults. Dana expects to file and deliver its Third Quarter Report within the 60-day cure periods provided in the 1997 and 2004
Indentures.

     The lenders under Dana’s five-year bank facility have waived any default arising from the delayed delivery of the Third Quarter Report. This waiver will
expire 56 days following Dana’s receipt of the above default notices from the trustee under the 1997 and 2004 Indentures, unless Dana delivers the Third
Quarter Report to the trustee within this period.
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Item 9.01. Financial Statements and Exhibits.

(c)      Exhibits

  99.1   First Amendment to the Dana Corporation Additional Compensation Plan, as Amended and Restated
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Signatures

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
     
 Dana Corporation

(Registrant)
 

 

Date: December 6, 2005 By:  /s/ Michael L. DeBacker   
  Michael L. DeBacker  
  Vice President, General Counsel and Secretary  
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99.1  First Amendment to the Dana Corporation Additional Compensation Plan, as Amended and Restated
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Exhibit 99.1

FIRST AMENDMENT TO THE
DANA CORPORATION ADDITIONAL COMPENSATION PLAN,

AS AMENDED AND RESTATED

     Pursuant to resolutions adopted by the Board of Directors on December 1, 2005, the Dana Corporation Additional Compensation Plan, as amended and
restated effective as of January 1, 2004, is further amended as follows:

     1. Section 5.B. of the Plan (General Provisions) is hereby amended to add the following sentence at the end of the fourth full paragraph thereof:

     “Notwithstanding the foregoing, effective as of January 1, 2005, no participant shall be eligible to make deferral elections with respect to any Short-
Term Award or Special Situation Award under the Plan and all such awards shall be payable to the participant in cash on or before February 28 of the
Year following the Year in respect of which they are earned.”

     2. Section 6 of the Plan (Establishment of Deferred Compensation Accounts) is hereby amended to add the following sentence at the end of the second full
paragraph thereof, prior to Section 6.A.:

     “Notwithstanding the foregoing, effective as of January 1, 2005, no deferral elections shall be permitted under the Plan and the Committee shall have
no discretion to approve changes to any participant’s prior deferral election as a result of a Severe Financial Emergency as described in the first
paragraph of this Section 6.”

     3. Section 13 of the Plan (Severe Financial Emergency) is hereby deleted in its entirety; provided that such section number shall be reserved in order to
preserve the existing section numbering of the Plan.

     4. The Plan is hereby amended by adding a new Section 16 to read as follows:

     “16. Termination of Deferrals Subject to Section 409A of the Code. Effective as of January 1, 2005, no participant shall be entitled to defer the
payment of an award earned under the Plan pursuant to the procedures set forth in Sections 6 and 7, and any such award that is earned in 2005 or in any
subsequent Year under the Plan shall be paid to the participant pursuant to the provisions of Section 5.B. Accordingly, pursuant to transition relief
provided by Q&A 20 of Internal Revenue Service Notice 2005-1 (the “Notice”), (i) all deferral elections in respect of awards earned in 2005 are revoked
as of January 1, 2005, and (ii) the Committee shall permit participants to cancel the deferral of all previously deferred amounts subject to Section 409A
of the Code (resulting in a partial termination of participation in the Plan as permitted by the Notice) by written notice delivered to the Committee, which
cancellation shall be irrevocable. A participant who has cancelled deferral of his previously deferred amounts under the Plan pursuant to this Section 16
shall receive a distribution of the deferred amounts credited to his accounts under the Plan in a lump sum no later than December 31, 2005.”

     5. Except as expressly provided herein, the Plan shall remain unmodified and in full force and effect.
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