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Notes to Condensed Consolidated Financial Statement-(Continued)
(Unaudited)

14. Comprehensive income (loss)
Total comprehensive income (loss) is summarizefdlasvs:

Three Months Ended Six Months Ended
April 30, April 30,
2008 2007 2008 2007
(in millions) (Restated’ (Restated
Net income (loss $ 211 $ (29 $ 14¢ $ (13
Other comprehensive income (lo:
Foreign currency translation adjustme 22 17 15 18
Unrealized gains on marketable securi — 1 — —
Pension amortization and settlements, net o 2 2 (6) 4
Total other comprehensive incor 24 20 9 22
Total comprehensive income (los $ 23t $ (5 $ 15t $ 9

15. Earnings (loss) per share
The following table shows the information usedha talculation of our basic and diluted earningssg) per share:

Three Months Ended Six Months Ended
April 30, April 30,

2008 2007 2008 2007
(in millions, except per share data) (Restated (Restated
Numerator:
Net income (loss) available to common stockholi $ 211 $ (29 $ 14€ $ (13
Denominator:
Weighted average shares outstanc
Basic 70.5 70.5 70.2 70.5
Effect of dilutive securitie—Stock options 2.8 — 2.6 —
Diluted 73.2 70.2 72.€ 70.2
Basic earnings (loss) per shar $ 3.0C $ (0.36) $ 2.0¢ $ (0.19)
Diluted earnings (loss) per shart $ 2.8¢ $ (0.36) $ 2.0C $ (0.19

Shares not included in the computation of dilutechangs (loss) per share, as they would be aniiidé, were 1.8 million and 1.2 million
for the three months and six months ended April2BD7, respectively.

16. Condensed consolidating guarantor and non-guangor financial information

The following tables set forth condensed consalidghbalance sheets as of April 30, 2008 and Oct8heP007, condensed consolidating
statements of operations for the three months &ni@nths ended April 30, 2008 and 2007, and coséérmrtonsolidating statements of cash
flows for the six months ended April 30, 2008 af2. The information is presented as a result afidtar, Inc.’s guarantee, exclusive of its
subsidiaries, of NIC’s indebtedness under its 7&&ior Notes due 2011. Navistar, Inc. is a dirdably-owned subsidiary of NIC. None of
NIC’s other subsidiaries guarantee any of these nétesguarantee is full and unconditional.
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Separate financial statements and other discloswmserning Navistar, Inc. have not been presemeduse management believes that such
information is not material to investors. Withinghlisclosure only, “NIC” includes the consolidafetancial results of the parent company
only, with all of its wholly-owned subsidiaries awmted for under the equity method. Likewise, “N&at, Inc.,” for purposes of this disclosure
only, includes the consolidated financial resuft@owholly-owned subsidiaries accounted for untter equity method. “Non-Guarantor
Subsidiaries” includes the combined financial ressaf all other non-guarantor subsidiaries. “Eliations and Other” includes all eliminations
and reclassifications to reconcile to the condermsedolidated financial statements. NIC files asaidated U.S. federal income tax return that
includes Navistar, Inc. and its U.S. subsidiaréag] NIC's U.S. subsidiaries. Navistar, Inc. is paota tax allocation agreement (“Tax
Agreement”) with NIC which requires Navistar, Inc.compute its separate federal income tax lighélitd remit any resulting tax liability to
NIC. Tax benefits that may arise from net operatosges of Navistar, Inc. are not refunded to Navjdnc. but may be used to offset fut
required tax payments under the Tax Agreement.efieet of the Tax Agreement is to allow NIC, thegy@ company, rather than Navistar,
Inc., to realize the benefit of current U.S. taxdlolsses of Navistar, Inc. and all other diredndirect subsidiaries of NIC.

We have revised our previously reported condenseddiidating guarantor and ngurarantor statements of cash flows for the six img
ended April 30, 2008 and 2007 to reflect the cdioecof errors identified in those statements idahg the errors described in Note 18.
Restatement and revision of previously issued aw®teconsolidated financial stateme, and errors in reporting of intercompany equity
income and intercompany dividends. In certain gasésrcompany equity income previously reportetlet cash provided by (used in)
investment activities now reported itNet cash provided by (used in) operating activitiBévidends inflows and outflows previously repatte
in Net cash provided by (used in) investment actistie now reported iNet cash provided by (used in) operatidmscash inflows andlet
cash provided by (used in) financing activities cash outflows.

During the first quarter of 2008, we revised thegantation of the condensed consolidating guaramgmnon-guarantor financial
information including the presentation of equitythtal income on an after-tax basis and the allonatioome taxes on a separate return basis.
The 2007 information has been revised to conforthab presentation.

Navistar, Non-Guarantor Eliminations

NIC Inc. Subsidiaries and Other Consolidatec
(in millions) (Restated (Restated (Restated) (Restated) (Restated)
Condensed Consolidating Statement of Operations f

the Three Months Ended April 30, 200¢

Sales and revenues, n¢ $ — $ 2,04¢ $ 3,411 $ (1,510 $ 3,94«
Costs of products so — 1,841 2,86: (1,509 3,20(
All other operating expenses (incon (22) 37€ 237 (30 561
Total costs and expense (22 2,215 3,10c¢ (1,539 3,761
Equity in income (loss) of ni-consolidated affiliate 18¢ 31C 20 (498 21
Income (loss) before income t 211 141 331 (474) 20¢
Income tax benefit (expens — (2 4 — 2
Net income (loss $ 211 $ 13¢ $ 33t $ (479 $ 211
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(in millions)

Condensed Consolidating Statement of Operatior
for the Six Months Ended April 30, 2008

Sales and revenues, ne

Costs of products so

All other operating expenses (incon

Total costs and expense

Equity in income (loss) of n-consolidated affiliate

Income (loss) before income t

Income tax benefit (expens

Net income (loss,

(in millions)

Condensed Consolidating Balance Sheet as
April 30, 2008

Assets

Cash, cash equivalents, and marketable secL

Finance and other receivables,

Inventories

Goodwill

Property and equipment, r

Investments in and advances to non-consolidated
affiliates

Deferred taxes, nt

Other

Total assets

Liabilities, redeemable equity securities anc
stockholders’ equity (deficit)

Debt

Postretirement benefits liabiliti¢

Amounts due to (from) affiliate

Other liabilities

Total liabilities

Redeemable equity securitie

Stockholders equity (deficit)

Total liabilities, redeemable equity securities anc
stockholders’ equity (deficit)

(Unaudited)
Navistar, Non-Guarantor Eliminations
NIC Inc. Subsidiaries and Other Consolidatec
(Restated (Restated (Restated) (Restated) (Restated)
$ — $ 3,51¢ $ 6,097 $ (2,719 $ 6,90¢
— 3,21¢ 5,127 (2,689 5,66:
(48) 74C 49t (57) 1,13(
(48) 3,95¢ 5,62z (2,740 6,797
98 46€ 44 (567) 45
14¢€ 26 51¢ (536) 15E
— ® @) — €)
$  14¢€ $ 21 $ 51t $ (536 $  14¢€
Navistar, Non-Guarantor Eliminations
NIC Inc. Subsidiaries and Other Consolidatec
(Restatec
(Restated
and and
revised) (Restated (Restated) (Restated) revised)
$ 44z $ 35 $ 971 $ = $ 1,44¢
— 234 5,23¢ 2 5,472
= 58€ 91¢ (45) 1,46(
— — 35¢ — 35¢
— 827 1,15¢ (1) 1,98(
(2,417 3,26: 191 (862) 175
1 18 11€ 0 13E
23 207 451 0 681
$(1,959) $ 5,16¢ $ 9401 $ (906 $ 11,71
$1,34¢ $ 34t $ 5,42( $ (22€) $ 6,88¢
— 1,07¢ 157 — 1,23¢
(3,362) 5,35¢ (2,055) 58 =
644 1,112 2,49¢ (86) 4,16¢
(1,379 7,892 6,021 (254) 12,28¢
13¢ — — — 13€
(71€) (2,726 3,38( (652) (71€)
$(1,957) $ 5,16¢€ $ 9,401 $ (906 $ 11,74(
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(in millions)

Condensed Consolidating Statement of Cas
Flows for the Six Months Ended April 30,
2008

Net cash provided by (used in) operation

Cash flow from investment activities

Net change in restricted cash and cash equive

Net decrease in marketable securi

Capital expenditure

Other investing activitie

Net cash provided by (used in) investmer
activities

Cash flow from financing activities

Net borrowings (repayments) of de

Other financing activitie

Net cash provided by (used in) financing
activities

Effect of exchange rate changes on cash a
cash equivalents

Cash and cash equivalent

Increase (decrease) during the pe

At beginning of the perio

Cash and cash equivalents at end of the peric

(in millions)

Condensed Consolidating Statement of Operations fc

the Three Months Ended April 30, 2007
Sales and revenues, ne

Costs of products so
All other operating expenses (incon

Total costs and expense

Equity in income (loss) of n-consolidated affiliate

Income (loss) before income t
Income tax benefit (expens

Net income (loss

(Unaudited)
Navistar,
NIC Inc.
(Restatec (Restatec
and and
Revised) Revised)
$ 42 $ (16
1 4
(31 —
— (10)
2 2
__(29 __ @
14 (20)
391 47
$ 40t $ 27
Navistar,
NIC Inc.
$— $1,78¢
— 1,60z
(17 382
(17) 1,98t
(42 13C
(25 (70
@
$ (79

&
il
NI

Eliminations
Non-Guarantor
Subsidiaries and Other Consolidatec
(Restated (Restated (Restated
and and and
Revised) Revised) Revised)
$ 32 $ (8 § 32
(321) — (31€)
— — (31
(107) — (117)
31 @) 33
(397) @) (43))
63 (58) 5
(89) 88 o
25 30 5
3 — 3
(96) — (102)
33¢ — 777
$ 245 $ — $ 675
Eliminations
Non-Guarantor
Subsidiaries and Other Consolidatec
$ 2,141 $ (936 $ 2,99
1,78( (910 2,472
22¢ (40) 55E
2,00¢ (950) 3,021
15 (85) 18
147 (72) (19
® — ©)
$ 142 $ ™ $ (29
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(in millions)

Condensed Consolidating Statement of Operations fahe
Six months ended April 30, 2007

Sales and revenues, n¢

Costs of products so

All other operating expenses (incon

Total costs and expense

Equity in income (loss) of n-consolidated affiliate

Income (loss) before income t

Income tax benefit (expens

Net income (loss

(in millions)

Condensed Consolidating Balance Sheet as of Octol#t,
2007

Assets

Cash, cash equivalents and marketable secu

Finance and other receivables,

Inventories

Goodwill

Property and equipment, r

Investments in and advances to -consolidated affiliate

Deferred taxes, nt

Other

Total assets

(in millions)

Liabilities, redeemable equity securities and stodkolders’
equity (deficit)

Debt

Postretirement benefits liabiliti¢

Amounts due to (from) affiliate

Other liabilities

Total liabilities

Redeemable equity securitie

Stockholders equity (deficit)

Total liabilities, redeemable equity securities anc
stockholders’ equity (deficit)

(Unaudited)
Navistar,

Non-Guarantor

NIC Inc. Subsidiaries
$ — $ 3,73( $ 4,66(
— 3,39( 3,88¢
(14) 75€ 43¢
(14) 4,14¢ 4,32¢
(29) 314 36
(15) (104) 372
2 4 17)

$ (13 $ (10€) $ 35E

Navistar,
Non-Guarantor
NIC Inc. Subsidiaries
(Revised

$ 39€¢ $ 60 $ 74¢€
— 17¢ 5,25:
— 56( 91C
— — 35&
— 88¢ 1,19¢
(2,50%) 2,62¢ 14¢
1 18 131

26 204 442
$(2,08() $ 4,53¢ $ 9,187
$ 1,34t $ 39C $ 5,37
— 1,17 157
(3,279 4,90( (1,657
581 1,157 2,307
(1,346 7,617 6,18:
14C — —
(874) (3,089 3,001
$(2,080) $ 4,53¢ $ 9,187

28

Eliminations
and Other Consolidatec
$ (2,257) $ 6,13¢
(2,199 5,077
(87) 1,09t
(2,286 6,172
(281) 40
(247) 6
— 19
$ (247 $ (13)
Eliminations
and Other Consolidatec
(Revised)
$ — $ 1,202
(13) 5,41¢
(58) 1,412
— 358
@) 2,08¢
(11€) 154
— 15C
— 672
$ (189) $ 11,44¢
$ (229) $ 6,881
— 1,327
29 —
(7) 3,97¢
(271) 12,18:
— 14C
82 (874)
$ (189) $ 11,44¢
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(Unaudited)
Navistar, Eliminations
Non-Guarantor
NIC Inc. Subsidiaries and Other Consolidatec
(Revised (Revised (Revised) (Revised) (Revised)

(in millions)
Condensed Consolidating Statement of Cash Flov

for the Six Months Ended April 30, 2007
Net cash provided by (used in) operation $ (49€) $ (61¥) $ 39¢ $ 488 $ (239
Cash flow from investment activities
Net change in restricted cash and cash equive — 8 15E — 163
Net increase in marketable securi 76 — 40 — 11€
Capital expenditure — (49 (111) — (160)
Other investing activitie 1 1 (2) (5) (5
Net cash provided by (used in) investment activite 77 (40) 82 (5) 114
Cash flow from financing activities
Net borrowings (repayments) of de (48) 667 (367) (659) (401
Other financing activitie — — (175) 17t —
Net cash provided by (used in) financing activitie (48) 667 (542) (478) (407
Effect of exchange rate changes on cash and ce

equivalents — — 1C — 10
Cash and cash equivalent
Increase (decrease) during the pe (467) 9 (52) — (509)
At beginning of the perio 814 20 323 — 1,157
Cash and cash equivalents at end of the peric $ 347 $ 29 $ 272 $ — $ 64¢

17. Subsequent events

In May 2008, NFC received a third Acknowledgemerd &onsent from the lenders under the Credit Ageseirthat clarified certain
definitions used to measure the fixed charge caeeratio.

In May 2008, Ford announced that it planned to cedts pickup production levels due to current @it conditions. As a significant
supplier to Ford, we in turn have lowered engiredpction and have initiated a temporary layoff im thdianapolis, Indiana facility. For
further discussion related to Ford see NoteQd@nmitments and contingencies

In June 2008, we announced that we entered interaarandum of understanding with Caterpillar Ingptiosue a strategic alliance in the
mutual development of on-highway truck businessoopmities and global truck collaboration. The &gic alliance would include the
cooperative development of mid-range diesel engimelsaccess to global distribution centers. Tlaisgaction is subject to completion of due
diligence, execution of definitive agreements, esgllatory approvals.
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18. Restatement and revision of previously issue@edensed consolidated financial statements
Restatement

On December 29, 2008, the management of NIC, Wighconcurrence of the audit committee of our Badidirectors, concluded that
NIC’s previously issued condensed consolidated firsstatements as of and for the three and six nsamided April 30, 2008 should be
restated to correct errors related to inventodespunts payable and costs of products sold ifTawk segment. The errors primarily resulted
from not appropriately accounting for material pri@riances, freight variances, and excess andeibsoventory reserves. In addition, there
were errors related to cut off of inventory receipt

The following tables reflect the effects of thetadsment on (i) the inventories, accounts payaittaccumulated deficit as compared to
amounts previously reported in the condensed cm@etl balance sheet and (ii) the cost of prodswits and earnings as compared to amounts
previously reported in the condensed consolidateéments of operations:

Increase

(Decrease)
(in millions, except per share data
Consolidated Balance Sheet as of April 30, 20(
Inventory $ 96
Accounts payabl 112
Accumulated defici 16

Increase (Decrease)
Three Months

Six Months
Ended Ended

April 30, 2008 April 30, 200€
Consolidated Statements of Operation
Costs of products so $ 4 $ 16
Net income (loss 4 (16)
Basic earnings (loss) per shi $ (0.0¢) $ (0.22)
Diluted earnings (loss) per she¢ $ (0.0€) $ (029

Revisions

We revised our previously reported consolidatedhes sheets as of April 30, 2008 and October 317 20 give effects to recording
stock options as redeemable equity securities,widéwe been classified as mezzanine equity. Theeredble equity securities were previot
included incommon stock and additional paid in capitalStockholders’ deficit In June 2007 we amended the terms of then-ouistgustock
option awards to allow for cash settlement in then¢ of a change in control and when certain otleaditions exist. In accordance with EITF
Topic No. D-98 Classification and Measurement of Redeemable Sesirthe amended stock options’ intrinsic values stidiave been re-
measured at the modification date and should haee becorded éRedeemable equity securitieshich are classified as mezzanine equity on
the consolidated balance sheet. To record the amneparted as mezzanine equity, we initially reeak@ corresponding reduction@®mmon
stock and additional paid in capital the amount of $139 million with subsequent atients as options vest, expire or are subsequently
modified. The corrections had no effect on our pmesly reported consolidated statements of operatamd condensed consolidated statement:
of cash flows and are not considered material yopmaviously reported consolidated financial statats.

We also revised our previously reported condensedalidated statements of cash flows for the sintm®ended April 30, 2008 and
2007 to reflect the correction of errors identifiadhose statements. The errors are not consideeterial to any previously reported
consolidated financial statements. The errors pilpneesulted from the incorrect allocation of teffects of exchange rate changes on cash anc
cash equivalents. The errors had no effect on muiqusly reported consolidated balance sheet$ April 30, 2008 or 2007 or consolidated
statements of operations for the three and six hsoahded April 30, 2008 and 2007.
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Consolidated Statements of Operations Impact

The following table sets forth the effects of testatement on the consolidated statements of dpesdbr the three and six months en
April 30, 2008:

Three Months Ended Six Months Ended
April 30, 2008 April 30, 2008
As As
Previously Previously
As As
Reported Restatement Restatec Reported Restatement Restatec
(in millions, except per share data
Sales and revenue
Sales of manufactured products, $ 3,85:¢ $ — $3,85:¢ $ 6,71 $ — $6,71:
Finance revenue 96 — 96 19C — 19C
Sales and revenues, 1 3,94¢ — 3,94¢ 6,90: — 6,90:
Costs and expense
Costs of products so 3,19¢ 4 3,20( 5,64 16 5,66:
Selling, general and administrative exper 364 — 364 68E — 68E
Engineering and product development c 99 — 99 181 — 181
Interest expens 10z — 10z 26¢ — 26¢
Other income, ne (4) — (4 (5) — (5)
Total costs and expens 3,751 4 3,761 6,771 16 6,79:
Equity in income of na-consolidated affiliate 21 — 21 45 — 45
Income (loss) before income t 213 4 20¢ 171 (16) 15E
Income tax expens 2 — 2 (9) — (9
Net income (loss $ 21f $ (4) $ 211 $ 162 $ (16) $ 14€
Basic earnings (loss) per shar $ 3.0¢ $ (0.06) $ 3.0C $ 2.3 $ (0.2 $ 2.0¢
Diluted earnings (loss) per shart $ 2.9 $ (0.06) $ 2.8¢ $ 2.2z $ (0.2 $ 2.0C

Weighted average shares outstanc
Basic 70.% — 70.% 70.2 — 70.2
Diluted 73.2 — 73.2 72.¢ — 72.¢
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(Unaudited)

Consolidated Balance Sheet Impacts

The following table sets forth the effects of testatements and revisions on the April 30, 2008alitlated balance sheet:

(in millions)
ASSETS
Current assel
Cash and cash equivalel
Marketable securitie
Finance and other receivables (net of allowancéo&ses of $53
Inventories
Deferred taxes, nt
Other current asse
Total current asse
Restricted cash and cash equival
Finance and other receivables (net of allowancéofses of $40
Investments in and advances to -consolidated affiliate
Property and equipment (net of accumulated degieniand amortization of $2,26
Goodwill
Intangible assets (net of accumulated amortizaifd65)
Pension asse
Deferred taxes, nt
Other noncurrent asse

Total asset

LIABILITIES, REDEEMABLE EQUITY SECURITIES AND STOCK HOLDERS’
DEFICIT
Liabilities
Current liabilities
Notes payable and current maturities of l-term debt
Accounts payabl
Other current liabilitie:
Total current liabilities
Long-term debi
Postretirement benefits liabilitie
Other noncurrent liabilitie
Total liabilities
Redeemable equity securitie
Total stockholders’ deficit

Total liabilities, redeemable equity securities andgtockholders’ deficit

32

As Restatement
Previously
and
Reported Revisions

$ 67t $ —
3,142 —

115 —

$ 856 s —
2,021 112
1,20z —
4,08¢ 112
6,02¢ —
1,23¢ —
827 —
12,17¢ 112
— 13¢
(562) (154)
$11,61¢ $ 96

As
Restated
and
revised

$ 85€
2,13¢
1,202
4,19¢
6,02¢
1,23¢
827
12,28¢

(716)
$11,71(
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Condensed Consolidated Statements of Cash Flowsalctp

The following table sets forth the effects of testatements and revisions on the condensed coatgalidtatements of cash flows for the
six months ended April 30, 2008 and 2007:

Six Months Ended Six Months Ended
April 30, 2008 April 30, 2007
As Restatement Restatec As
Previously Previously
and and
Reported Revisions Revised Reported Revisions Revised
(in millions)
Net cash provided by (used in) operating activi $ 311 $ 10 $ 321 $ (239 $ 1 $ (232
Net cash provided by (used in) investing activi (447 10 (431) 10€ 8 114
Net cash provided by (used in) financing activi 11 (6) 5 (410 9 (401)
Effect of exchange rate changes on cash and cash
equivalents 17 (14) 3 28 (18) 10
Decrease in cash and cash equival (102 — (202 (509 — (509
Cash and cash equivalents at beginning of pe 777 — 777 1,157 — 1,157
Cash and cash equivalents at end of the pi $ 67F $ = $ 67F $ 64E $ — $ 64¢

For the six months ended April 30, 200t cash provided by operating activitiesludes a $16 million decrease to net income and a
offsetting $16 million increase to changes in otiesets and liabilities related to the restateradpistments described above, all other
adjustments primarily relate to the correctiontd error in the allocation of the effect of exchaungte changes on cash and cash equivalents.
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Forward-Looking Statements; Risk Factors

Information provided and statements contained imrgport that are not purely historical are forsvéooking statements within the
meaning of Section 27A of the Securities Act of 3,98s amended (“Securities Act”), Section 21E ef$ecurities Exchange Act of 1934
(“Exchange Act”), and the Private Securities Litiga Reform Act of 1995. Such forward-looking statnts only speak as of the date of this
report and the company assumes no obligation tategtie information included in this report. Sushwiard-looking statements include
information concerning our possible or assumedréutasults of operations, including descriptionsaf business strategy. These statements
often include words such as “believe,” “expect,htiaipate,” “intend,” “plan,” “estimate” or similagxpressions. These statements are not
guarantees of performance or results and theywewvasks, uncertainties and assumptions. For adéadescription of these factors, see
Item 1A. Risk Factors included within our Form 10fdf the year ended October 31, 2007, which wasl fin May 29, 2008. Although we
believe that these forward-looking statements aset on reasonable assumptions, there are manysféitat could affect our actual financial
results or results of operations and could causehresults to differ materially from those in tfoeward-looking statements.

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (“MD&A") is dgeid to provide information
that is supplemental to, and should be read togetiile, our consolidated financial statements dreldccompanying notes contained in the
“Financial Statements and Supplementary Data” geaf our 2007 Annual Report on Form 10-K. Inforioatin this Item is intended to assist
the reader in obtaining an understanding of oudeosed consolidated financial statements, infolonabout our business segments and how
the results of those segments impact our resultpefations and financial condition as a whole, lam certain accounting principles affect
company'’s condensed consolidated financial statesn@ur MD&A includes the following sections:

* Executive Summar
* Results of Operations and Segment Results of Opes
e Liquidity and Capital Resourct
»  Other Informatior
. Critical Accounting Policie:
. New Accounting Pronouncemer

Executive Summary

We are an international manufacturer of Internatidmand commercial trucks, IC brand buses, Maxg&trand diesel engines, WCC
brand chassis for motor homes and step vans, pravaler of service parts for all makes of trucksl #railers. Additionally, we are a private-
label designer and manufacturer of diesel engioethe pickup truck, van, and SUV markets. We alsivide retail, wholesale, and lease
financing of our trucks, and financing for our wéshle accounts and selected retail accounts réxteiv&'e operate in four industry segments:
Truck, Engine, Parts (referred to as our “manufaagusegments”), and Financial Services. Corpatategains those items that do not fit into
our four segments. Selected financial data for sagment can be found in Note Bg&gment reportingto the accompanying condensed
consolidated financial statements.

Our business is heavily influenced by the overatfgrmance of the “traditional” medium and heawck markets within U.S. and
Canada, which includes vehicles in weight classsdiigh 8, including school buses. These marketsypically cyclical in nature but in
certain years they have also been impacted byeratet! purchases of trucks (“pre-buy”) in antidipaif higher prices due to stricter
emissions standards imposed by the U.S. EnvirorehBnbtection Agency, as was particularly evidenbtighout 2006. In turn, the industry
has experienced corresponding periods of delayethpaes of trucks during the last three quarte06¥ and into
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2008. To minimize the impact of the “traditional’ankets cyclicality, our continuing strategy incorgies further growth in our Parts segment
and an increased presence in “expansion” marketsasithe non-U.S. military, recreational vehicenmercial step-van and export markets.
In addition, within the “traditional” markets, wewtinue to focus on U.S. military growth and markleare expansion to further mitigate the
impact of “traditional” markets volatility. Furtherore, we continue to focus on improving the castcstire in our Truck and Engine segments
while delivering products of distinction and evalog opportunities to contain our legacy costdjagtiour deferred tax assets, and return to a
more conventional capital structure.

We experienced a decline in unit volumes in bothThuck and Engine segments during the six montiogpended April 30, 2008
compared to the same period in 2007 despite apaserin unit volumes within the Engine segmentHersecond quarter of 2008. Worldwide
Truck segment units invoiced to customers were@®¥ (2 decrease of 3.9%) and 46,500 (a decrease @¥o2 for the quarter and the six month
period ended April 30, 2008, respectively, compdcethe same three month and six month period9@Y 2Total Engine segment units, which
include units delivered both to OEMs and our Traegment, were 102,500 (an increase of 8.2%) an@088&a decrease of 5.3%) during the
second quarter and first half of 2008, respectiwelyich compares to 94,700 and 198,800 in the gaerieds of 2007.

During the quarter ended April 30, 2008, the “ttimatial” truck retail industry, as well as the healnty pickup market, remained
depressed, which is reflected in the 61,200 retats sold during this period compared to 82,40fswsold in the second quarter of 2007. Total
“traditional” truck units sold during the six month period endégdil 30, 2008 amounted to 118,300 that compare9®& 000 units for the sar
six month period in 2007. The depressed saleseimetail truck industry did not significantly imgaaur total engine volumes in the second
quarter of 2008 primarily due to volume growth w@tMs other than Ford. Our engine volumes increaged 800 units in the second quarter
of 2008 when compared to the same period in 20@8pke the continuation of the downturn experiertbedughout the “traditional” truck
markets during the second quarter of 2008, weregthconsolidated net sales and revenues for théeqaend the six month period ended
April 30, 2008 of $3.9 billion and $6.9 billion,spectively, which compares with $3.0 billion and1$Billion for the same respective periods in
2007. Growth in our U.S. military sales, the intnotion of new products, competitive pricing stragsgand a slight increase in sales in our
“expansion” markets contributed to overall saled sevenue growth during the second quarter antdifa of 2008 compared to the same
period in 2007. U.S. military sales included in consolidated net sales and revenues were $1li@nbélhd $1.6 billion in the second quarter
and first half of 2008, respectively, compared &8 #illion and $107 million for the comparable pels in 2007.

For the quarter and six month period ended AprjlZ8D8, we realized net income of $211 million &id6 million, respectively,
compared to net losses of $25 million and $13 aillior the respective periods in 2007. Our dilutachings per share were $2.88 for the
quarter ended April 30, 2008 compared to a dillbed per share of $0.36 for the same period in 20T diluted earnings per share were
$2.00 for the six month period ended April 30, 2888 compares to a diluted loss per share of Horlthe same period in 2007. During the
second quarter and first half year of 2008, we ge@ed a benefit of $2 million and incurred an engeof $9 million, respectively, of state,
local, and foreign income taxes. Included in tharge in our results were the following items in $eeond quarter of 2008: non-cash mark to
market benefit in our interest rate swap agreemafirtd million during the second quarter of 200& ampared to a charge of $6 million in the
same period in 2007, and professional, consultind,auditing expenses of $40 million in the secquakter of 2008 as compared to expens
$41 million in the same period in 2007. Includedha change in our results were the following itémthe first half of 2008: non-cash mark to
market charge on our interest rate swap agreemé&f9 million during the first half of 2008 as cpared to a nominal amount in the same
period in 2007, professional, consulting, and andiexpenses of $105 million in the first half &8 as compared to expenses of $86 million
in the same period in 2007, debt refinancing astrueturing costs of $31 million in the first half 2007 that did not occur in the same period
in 2008, and a $42 million reduction in postretimmexpense in the first half of 2008 due to changeur UAW agreement that did not
impact the same period in 2007.

35



Table of Contents

A summary of our condensed results of operatiorduding diluted earnings (loss) per share, iso#ews:

Three Months Ended

Six Months Ended

April 30, April 30,
2008 2007 2008 2007

(in millions, except per share data

Sales and revenues, 1 $ 3,94¢ $ 2,99( $6,90:¢ $6,13¢
Total costs and expens 3,761 3,027 6,79: 6,172
Equity in income of nc-consolidated affiliate 21 18 45 40
Income (loss) before income t 20¢ (19 15E 6
Net income (loss 211 (25) 14€ (13
Diluted earnings (loss) per sh 2.8¢ (0.36) 2.0C (0.19

Subsequent Event

During May 2008, Ford announced that it plannecetiuce its pickup production levels due to cures@tnomic conditions. As a
significant supplier to Ford, we in turn have loegiengine production and have initiated a tempdegryff in our Indianapolis, Indiana
facility. A prolonged reduction in Ford’s demand fur engines could have a material impact on mantial position, results of operations, or
cash flows.

Results of Operations and Segment Results of Operahs

The following tables summarize our consolidatedesteents of operations and illustrate the key fimgrindicators used to assess the
consolidated financial results. Financial inforroatis presented for the quarters and six monttogerénded April 30, 2008 and 2007, as
prepared in accordance with U.S. GAAP for interinahcial information.

Results of Operations

Three Months Ended Percentage
April 30,

2008 2007 Change Change
(in millions, except per share data and percentagehange) (Restated
Sales and revenues, 1 $ 3,94¢ $ 2,99( $ 95¢ 32.1
Costs of products so 3,20(¢ 2,472 72¢ 29.4
Selling, general and administrative exper 364 34k 19 5.5
Engineering and product development ci 99 95 4 4.2
Interest expens 10z 131 (29 (22.7)
Other income, ne (4 (16) 12 N.M.
Total costs and expens 3,761 3,027 734 24.2
Equity in income of no-consolidated affiliate 21 18 3 16.7
Income (loss) before income t 20¢ (19 22¢ N.M.
Income tax benefit (expens 2 (6) 8 N.M.
Net income (loss $ 211 $ (29 $ 23€ N.M.
Diluted earnings (loss) per she¢ $ 2.8¢ $ (0.36) $3.24 N.M.

N.M. Not meaningful
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Six Months Ended Percentage
April 30,

2008 2007 Change Change
(in millions, except per share data and percentagehange) (Restated
Sales and revenues, 1 $ 6,90¢ $6,13¢ $ 76E 12.F
Costs of products so 5,66: 5,077 58€ 11t
Selling, general and administrative exper 68t 64z 43 6.7
Engineering and product development c 181 19¢ a7 (8.6)
Interest expens 26¢ 24z 27 11.2
Other (income) expenses, 1 (5) 13 (18) N.M.
Total costs and expens 6,79: 6,172 621 10.1
Equity in income of no-consolidated affiliate 45 40 5 12.5
Income before income te 15¢ 6 14¢ N.M.
Income tax expens (9) (19 10 N.M.
Net income (loss $  14¢ $ (13 $ 15¢ N.M.
Diluted earnings (loss) per she $ 2.0C $(0.19 $2.1¢ N.M.
Net Sales and Revent

Our net sales and revenues are comprised of tloaviah:
Three Months Ended Percentagt
April 30,

2008 2007 Change Change
(in millions, except percentage change)
Sales of manufactured products, — U.S. and Canad $ 3,23( $ 2,39¢ $ 831 34.€
Sales of manufactured products, — Rest of world “ROW”) 623 501 122 24.£
Total sales of manufactured products, 3,85: 2,90( 958 32.¢
Finance revenue 96 9C 6 6.7
Sales and revenues, 1 $ 3,94¢ $ 2,99( $ 95¢ 32.1

Six Months Ended Percentagt
April 30,
2008 2007 Change Change

(in millions, except percentage change)
Sales of manufactured products, — U.S. and Canad $5,567 $5,00¢ $ 564 11.c
Sales of manufactured products, - ROW 1,14¢ 947 19¢ 21.C
Total sales of manufactured products, 6,713 5,95( 763 12.¢
Finance revenue 19C 18¢€ 2 1.1
Sales and revenues, 1 $6,90¢ $6,13¢ $ 76F 12t

Our Truck segment was our largest segment as neghBunet sales and revenues, representing 68.8%36% of total consolidated r
sales and revenues for the second quarter of 202@07, respectively, and 66.6% and 65.9% of taiakolidated net sales and revenues for
the six month period ended April 30, 2008 and 2083pectively. Net sales and revenues increasdihwitis segment by $819 million or
43.2% during the second quarter of 2008 as compartite same period in 2007. Net sales and revanaemased by $555 million or 13.7%
the six month period ended April 30, 2008 as compao the same period in 2007. Contributing toititeease in net sales and revenues was
the growth in our U.S. military sales, the introtloc of new products, and competitive pricing stcaés. While our share of retail deliveries by
“traditional” truck class fluctuated in 2008 and0Z0 the Truck segment’s bus, medium and severécgetlasses continue to lead their markets
with the greatest relative retail market shareaicheof their classes by brand.
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Our Engine segment was our second largest segmeet sales and revenues with $939 million and Billién in the second quarter and
first half of 2008 that compares with $772 milliand $1.6 billion for the same respective period®d@7. Due to the decrease in demand for
heavy duty pickup trucks, engine units shippeddadfn North America during the quarter ended ABf| 2008 decreased by 3,000 units or
5.9% compared to the prior year quarter and deecelg 15,400 units or 14.7% compared to the sixtmpariod ended April 30, 2007. The
Engine segment was able to mitigate the secondequ2008 reduction in shipments to Ford North Areethrough growth of 22.9% or 6,600
units in the South American markets, as compardldgsame period in 2007. Intersegment sales biegatover in the second quarter of 2008
as inventory levels of the pre-2007 emission coamplengines were consumed.

Our Parts segment grew net sales 13.2% and 12.28¢ iquarter and six month period ended April IM&as compared to the same
respective periods in 2007. This increase was pifyndue to growth in our U.S. military sales amdproved pricing.

Our Financial Services segment net revenues deldineg.4% and 11.4% in the second quarter anchifitst half of 2008 as compared
to the same respective periods in 2007. Revenuthddiirst half of 2007 included additional revemetated to the financing of dealer inventory
of pre-2007 emissions compliant vehicles. In thet faalf of 2008 we incurred a reduction of finargcbpportunities resulting from fewer
purchases of vehicles and components due to redwstdmer demand, related to higher interest ratesent tightening of the credit
environment, and increased diesel fuel prices.

Costs and Expenses
The following tables summarize the key componehSasts of products sotd

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(Restated
(in millions, except percentage change)
Costs of products sold, excluding items presentgarmtely belov $ 3,151 $ 2,415 $ 734 30.4
Postretirement benefits expense allocated to cdstroducts sol 5 12 @) (58.9)
Product warranty cos 44 43 1 2.3
Total costs of products so $ 3,20(C $ 2,47 $ 72¢ 29.4
Six Months Ended Percentage
April 30,
2008 2007 Change Change
(Restated
(in millions, except percentage change)
Costs of products sold, excluding items presentpasmtely belov $ 5,56¢ $4,94: $ 628 12.¢€
Postretirement benefits expense allocated to odsteoducts sol 10 24 ()] (58.9)
Product warranty cos 87 11C (23) (20.9)
Total costs of products so $ 5,66 $5,077 $ 58¢ 11.5

Costs of products soidcreased 29.4% and 11.5% for the quarter and sixtimperiod ended April 30, 2008, respectivelycasmpared t(
the same respective periods in 2007. As a percemfget sales of manufactured produ€tssts of products soldecreased to 83.1% and
84.4% for the quarter and six month period endedl 8, 2008 from 85.2% and 85.3% for the same eespe periods in 2007. Product
warranty costs, including extended warranty progcasts and net of vendor recoveries (“product wayraosts”), were $44 million and $87
million for the second quarter and first half ofd80 respectively, and $43 million and $110 millfon the comparable periods of 2007.
Postretirement benefits expense include@asts of products sold
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inclusive of company 401(k) contributions, was $lian and $10 million for the quarter and six mbrgeriod ended April 30, 2008 that
compares with $12 million and $24 million for trense respective periods in 2007. Apart from prodwatranty costs and postretirement
benefits expens&osts of products solas a percentage of net sales of manufactured piodacreased to 81.8% and 82.9% during the seconc
guarter and first half of 2008 from 83.3% and 83 ft¥the same respective periods in 2007. The dseren costs of products sold as a
percentage of net sales of manufactured produtigela the quarters and the six month periods eAgeiti30, 2008 and 2007 is primarily di

to improved pricing and improvement in manufactgnoerformance offset by a decrease in productidarnves and the corresponding loss of
operational efficiencies and margin benefits nolynassociated with greater production volumes.

The product warranty costs increased by $1 millmrthe three months ended April 30, 2008 and desaé by $23 million for the six
month period ended April 30, 2008 as comparedécstime respective periods in 2007. The increaseithree months ended April 30, 2008
as compared to the same respective period in 2@87pwmarily a result of higher volumes offset bwér costs per unit. The decrease in
product warranty costs for the six months ended| 30, 2008 as compared to the same respectivegari2007 was primarily the result of
lower volumes, lower per unit costs, and the impdicthanges to pre-existing warranties. Duringsbeond quarter and first half of 2008, we
incurred $1 million of product warranty cost redans and $5 million of warranty expense associatigh adjustments to pre-existing
warranties compared to $1 million and $25 milliarexpense for the same respective periods in 2Z0%&se adjustments reflect changes in our
estimate of warranty costs for sales recognizgtior years associated with products at the TrumkEngine segments attributed to elimina
or rectifying warranty related issues earlier ia groduct life cycle. For more information regagdproduct warranty costs, see Note 1,
Summary of significant accounting policiésthe accompanying condensed consolidated finbsteitements.

Direct material costs have been impacted by ingluside increases in commodity and fuel prices, whitfcted all of our manufacturii
operations. Costs related to steel, precious metdss, and petroleum products increased by $ili@mduring the quarter ended April 30,
2008 as compared to the immediately preceding guard increased by $20 million on a year to dagisb However, we generally have been
able to mitigate the effects by our efforts to reglgosts through a combination of design changateral substitution, alternative supplier
resourcing, global sourcing, and price performali¢e.expect our direct material costs will contitaéncrease in the future as global demand
for these commodities continue to escalate.

Selling, general and administrative expenses, diofycertain key items, are highlighted in thedaling tables:

Three Months Ended Percentagt
April 30,

2008 2007 Change Change
(in millions, except percentage change
Selling, general and administrative expenses, ekufuitems presented separately be $ 257 $ 204 $ 53 26.C
Professional consulting and auditing fi 40 41 D (2.9
Postretirement benefits (income) expense allodatsdlling, general and administrati

expense: D 20 (22) N.M.

Dealcor expense 62 70 8 (11.9
Provision for losses on receivab 6 10 (4) (40.0
Total selling, general and administrative exper $ 364 $ 34t $ 19 5.5
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Six Months Ended Percentage
April 30,
2008 2007 Change Change

(in millions, except percentage change)
Selling, general and administrative expenses, eiaduitems presented separately

below $ 48¢ $ 364 $ 122 33.t
Professional consulting and auditing fi 10t 86 19 22.1
Postretirement benefits (income) expense allodatsélling, general and

administrative expenst (44) 41 (85) N.M.
Dealcor expense 12C 137 a7 (12.9
Provision for losses on receivab 18 14 4 28.€
Total selling, general and administrative exper $ 68t $ 64z $ 43 6.7

Selling, general and administrative expenagmunted to $364 million and $685 million for theager and six month period ended
April 30, 2008, respectively, that compares to $84lion and $642 million for the same respectiveipds in 2007. Our Truck segment
occasionally acquires and operates dealer locatartbe purpose of transitioning ownership or pdanvg temporary operational assistance,
which may increase or decreeelling, general and administrative expenisethe period of acquisitions and disposals. Otioraf Selling,
general and administrative expendo net sales and revenues decreased by 2.3 pagequaats to 9.2% for the quarter ended April 30
as compared to 11.5% for the same period in 200ia. r&tio ofSelling, general and administrative expenagss percentage of net sales and
revenues decreased by 0.6 percentage points tof@rd¥e six month period ended April 30, 2008 camgal to 10.5% for the same period in
2007. After separating the effects of professiooahsulting, and auditing fees, postretirement fitn@gncome) expense, Dealcor expenses and
provision for losses on receivabl&elling, general and administrative expenags percentage of net sales and revenues decfeasetl 8%
during the quarter ended April 30, 2007 to 6.5%tf&r same period in 2008 but increased from 5.9%hf®o six month period ended April 30,
2007 to 7.0% for the same period in 2008. In additd the above mentioned items, we have establigheccrual for incentive compensation
and profit-sharing in the amount of $22 million &b million for the quarter and six month periotled April 30, 2008 that compares to a
nominal amount in the same periods in 2007. Theaneimg differences that impact&lling, general and administrative expensese
increased overhead and infrastructure enhancernmesipport of the company’s growth initiativesisiinot uncommon fo8elling, general and
administrative expenses a percentage of net sales to increase in loweuption periods and to decline in higher produtieriods.

Engineering and product development castseased 4.2% during the second quarter of 208&lanreased 8.6% during the first half of
2008 as compared to the same respective peridf¥0in.Engineering and product development cegtse primarily incurred by our Truck and
Engine segments for product innovation and cosiggohs, and to provide our customers with produntt fuel-usage efficiencieEngineering
and product development costsurred at our Engine segment increased $8 miioh6.3% and decreased $2 million or 2.0% durirgg t
second quarter and first half of 2008, respectivatycompared to the same respective periods in. 2Z00s fluctuation in costs is a result of our
previously incurred efforts to develop reliablggliriquality emissions-compliant engines that weoititiced in 2007 and begin developing the
next generation of emission-compliant engines. lighmut the first half of 2008, we incurred lowestoassociated with the development of
the MaxxForce Big-Bore engine line and our emissioompliant product€&ngineering and product development castsirred at the Truck
segment were $42 million and $83 million for thewad quarter and first half of 2008, which compadcethe $43 million and $91 million
incurred in the same respective periods of 200d ralate primarily to the further development of &woStar class 8 long-haul truck. In
addition, the Truck segment also incurred costs, lEsser extent, in 2007 related to the developauaah roll-out of our 2007 emissions-
compliant products and the development of the Ltare@ass 8 tractor.
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The following tables present the amounts of pasémient benefits (income) expenses allocated betwests of products sold, Selling,
general and administrative expens, andEngineering and product development costs

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Postretirement benefits expense includet
Costs of products so $ 5 $ 12 $ (V) (58.9)
Selling, general and administrative exper (D) 20 (22) N.M.
Engineering and product development c 1 3 (2) (66.7)
Total postretirement benefits expen $ 5 $ 35 $ (30 (85.7)
Six Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions, except percentage change
Postretirement benefits (income) expense include
Costs of products so $ 10 $ 24 $ (19 (58.9)
Selling, general and administrative exper (44) 41 (85) N.M.
Engineering and product development ci 1 6 (5) (83.9)
Total postretirement benefits (income) expe $ (33 $ 71 $(109) (146.5)

Total postretirement benefits (income) expenseuthes defined benefit plans (pensions and post gmmant benefits primarily health a
life insurance) and defined contribution plans (@@bntributions for active employees) as descrilpeldote 8,Postretirement benefitt) the
accompanying condensed consolidated financialragies.

We recognized income related to our postretirerhentfits from defined benefit plans of $1 millianthe second quarter of 2008
compared to an expense of $29 million for the spareod in 2007. The $30 million reduction in defineenefit plan expense resulted from
better than expected returns and a significantatialu in the projected benefit obligation resultingm fully insuring our Medicare eligible
population in our largest postretirement medicahpEach of these actions occurred in 2007 anesept variances from prior actuarial
estimates. These variances significantly reducedtimulative loss pool during 2007. Such costs @imeointo income in the subsequent years
as a component of postretirement benefits (incarpgnse. Amortization of the loss pool for pensiod health and welfare plans was $3
million in the second quarter of 2008 comparedz2d illion for the same period in 2007. Additioalthe growth in the asset base from the
better than expected returns during 2007 had fleetedf increasing the expected return on plantass€2008 (another component of
postretirement benefits (income) expense). The@rpdeaeturn on plan assets for pension and heatttwalfare plans in the first quarter of
2008 was $98 million compared to $83 million foe ttame period in 2007. See Noté8stretirement benefitsf the condensed consolidated
financial statements for further information on fpesrement benefits.

We recognized income related to our postretirerbentfits from defined benefit plans of $45 milliorthe six months ended April 30,
2008 compared to an expense of $59 million forsémae period in 2007. On December 16, 2007 the iajfrcompany employees
represented by the United Automobile, Aerospacefaritulture Implement Workers of America votedr&tify a new contract that will run
through September 30, 2010. Among the changesthemrior contract was the cessation of annual lsmp payments that had been made to
certain retirees. We previously accounted for tipgsanents as a defined benefit plan based on #teritial substance of the underlying
arrangement. The elimination of these paymentsoéimel changes resulted in a net settlement andiltnent of the plan resulting in income of
$42 million for the three months ended January?808.
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Excluding the effects of the plan settlement andladlment described above, postretirement benefitsme from defined benefit plans
was $3 million in the six months ended April 30080 The $62 million reduction in defined benefaplexpense resulted from better than
expected returns and a significant reduction inpitegected benefit obligation resulting from fullysuring our Medicare eligible population in
our largest postretirement medical plan. Each e$¢hactions took place in 2007 and represent \asafnom prior actuarial estimates. These
variances significantly reduced the cumulative lessl during 2007. Such costs amortize into incamthe subsequent years as a compone
postretirement benefits (income) expense. Amoitiradf the loss pool for pension and health andavelplans was $7 million for the six
months ended April 30, 2008 compared to $41 milfmmnthe same period in 2007. Additionally, the gt in the asset base from the better
than expected returns during 2007 had the effeittapéasing the expected return on plan asset808 fanother component of postretirement
benefits (income) expense). The expected retuplamassets for pension and health and welfaresftarthe six months ended April 30, 2008
was $196 million compared to $167 million for treere period in 2007. See NoteRRystretirement benefitsof the condensed consolidated
financial statements for further information on fpesrement benefits.

Postretirement benefits expense resulting fromdéfaed contribution plans was $6 million and $1i#liom for each of the three months
and six months ended April 30, 2008 and 2007, &spy.

The following tables represent the componentsitarest expense

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Manufacturing operations de $ 35 $ 53 $ (18 (34.0)
Financial Services operations d 68 72 4 (5.6)
Non-cash mark to market charge (income) in our intenast swap agreemer (1) 6 () N.M.
Total Interest expens $ 10z $ 131 $ (29 (22.)
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Manufacturing operations de $ 83 $ 96 $ (13 (13.5)
Financial Services operations d 147 147 — —
Non-cash mark to market charge (income) in our intergstswap agreemer 39 1) 40 N.M.
Total Interest expens $ 26¢ $ 24z $ 27 11.2

The overall decrease in the three month periodaAgheil 30, 2008 was primarily due to a decreasmfarest rates and lower debt
balances. The overall increase for the six monttogeended April 30, 2008 was primarily due to raash mark to market adjustments in our
interest rate swap agreements in the Financiali@sgegment and offset by a decrease in inteatest and lower debt balances. For more
information, see Note 10Debt, included in the Annual report on Form 10-K fol0Z0and see Note 1Ejnancial instrumentso the
accompanying condensed consolidated financialragiés.

Other (income) expenses, @@ounted to $4 million and $5 million of other imoe for the quarter and six month period ended A3l
2008, respectively, and compares with $16 millibother income and $13 million of other expensetfar quarter and six month period ended
April 30, 2007, respectivelyOther (income) expenses, matludes $31 million of expenses related to théyemttinguishment of debt in the
first six months of 2007, which did not recur in080 Excluding the expenses related to the earseraent of debt in 2007,
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interest income earned of $10 million and $23 wrilfor the three month and six month periods er@d 30, 2008, respectively, compare:
$11 million and $28 million for the comparable tanr@onth and six month periods ended April 30, 20683pectively, and was primarily offset
by other miscellaneous expenses.

Equity in income of nc-consolidated affiliates

Income and losses reporteddquity in income of non-consolidated affiliat® derived from our ownership interest in BDP, Baiid
thirteen other partiallpwned affiliates. We reported $21 million and $4#lion of income for the quarter and six month periended April 3(
2008 as compared to $18 million and $40 milliontfer quarter and six month period ended April 3W72with a majority of the income
throughout these periods being derived from BDR.rrore information, see Note Bivestments in and advances to non-consolidated
affiliates, to the accompanying condensed consolidated fiabstatements.

Income tax benefit (expens

Income tax benefit (expenseas a benefit of $2 million and an expense of $8ianifor the second quarter and first half of 208
compared to $6 million and $19 million of expensethe comparable periods in 2007. Our income fgoepse each quarter is affected by
various items, including deferred tax asset vatuasillowances, research and development creditdiddliee reimbursements, and other items.
We record income tax expense on domestic operaftiwreirrent state income taxes and other itemglvamounted to a benefit of $8 million
in the second quarter of 2008. We currently havé $illion of U.S. net operating losses as of Oetobl, 2007. For so long as we are able to
offset our current taxable income by these netatjpey losses, we believe that our cash payment 8f taxes will be minimal. For additional
information, see Note 9ncome taxesto the accompanying condensed consolidated fiabstatements.

Net income (loss) and Diluted earnings (loss) pere

For the quarter and six month period ended AprjlZ8D8, we recorded net income of $211 million &hd6 million, respectively, which
compares to net losses of $25 million and $13 amlfior the quarter and six month period ended A3jl2007, respectively. Diluted earnings
per share for the quarter and six month period @érgwil 30, 2008 was $2.88 and $2.00, respectivedyculated on 73.2 and 72.9 million
shares, respectively. For the quarter and six mpettod ended April 30, 2007, our diluted loss gleare was $0.36 and $0.19, respectively,
calculated on 70.3 million shares, respectivelyuted shares reflect the impact of common stockooptin accordance with the treasury stock
method.

Segment Results of Operatiol

We define segment profit (loss) as adjusted incfloss) before income tax. Our results for interiemipds are not necessarily indicative
of results for a full year. Beginning in 2008, saes from the Parts segment to the Truck segrspetifically our Dealcors, are recorded as
intersegment sales, which are eliminated withinpBaate and Eliminations. Previously, such saleswdiminated within the Truck segment’s
external sales and revenues. As such, the Part§ranll segments sales and revenues in the amou#i&anillion and $125 million for the
three months and six months ended April 30, 2085hectively, have been restated to conform to @8 presentation. The following sections
analyze operating results as they relate to ourifalustry segments.
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Truck Segment
The following tables summarize our Truck segmefitiancial and key operating results:

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change) (Restated
Segment sale $ 2,717 $ 1,89¢ $ 81¢ 43.2
Segment profi 20¢ 36 178 480.¢
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change (Restated
Segment sale $ 4,60( $4,04¢ $ 55E 13.7
Segment profi 21¢ 12t 93 74.£

Chargeouts are defined by management as truckbakatbeen invoiced to customers with units heldeialer inventory primarily
representing the difference between retail delesedand chargeouts. The following tables reflectatargeouts in units.

Three Months Ended Percentage
April 30,
2008 2007 Change Change
“Traditional " Markets (U.S. and Canada;
School buse 3,30(C 4,10( (800) (19.5
Class 6 and 7 medium truc 6,30( 6,80( (500) (7.4
Class 8 heavy truck 3,90( 4,50( (600) (13.9)
Class 8 severe service truéks 5,40( 3,70( 1,70C 45.¢
Suk-total combined class 8 truc 9,30( 8,20( 1,10 13.4
Total “ Traditional ” Markets 18,90( 19,10( (200) (2.0
Total “Expansior” Markets 8,30( 9,20( (900 (9.9
Total Worldwide Units 27,20( 28,30C (1,200 (3.9

(A) Includes 2,000 and 400 units in the three montkgéripril 30, 2008 and 2007, respectively, related.S. military contracts

Six Months Ended Percentagt
April 30,
2008 2007 Change Change
“Traditional ” Markets (U.S. and Canada
School buse 6,40( 7,50( (1,100 (14.7)
Class 6 and 7 medium truc 10,00( 16,50( (6,500 (39.9
Class 8 heavy truck 6,50( 11,50( (5,000 (43.5
Class 8 severe service trudks 9,10( 7,90( 1,20(¢ 15.2
Sut-total combined class 8 truc 15,60( 19,40( (3,800 (19.6)
Total “ Traditional ” Markets 32,00( 43,40C (11,400 (26.9)
Total “ Expansior” Markets 14,50( 18,60( (4,100 (22.0)
Total Worldwide Units 46,50( 62,000 (15,500 (25.0)

(B) Includes 3,300 and 700 units in the six months il 30, 2008 and 2007, respectively, relatetVt8. military contracts
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Truck Segment Sales

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change
Truck segment sales of manufactured products— U.S. and Canad $ 2,41¢ $ 1,612 $ 80¢€ 50.(

Truck segment sales of manufactured products— ROW 29¢ 28€ 13 4.t

Total truck segment sales of manufactured produett $ 2,717 $ 1,89¢ $ 81¢ 43.2
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Truck segment sales of manufactured products— U.S. and Canad $4,031 $3,47¢ $ 55¢ 15.¢

Truck segment sales of manufactured products— ROW 56¢ 567 2 0.4
Total truck segment sales of manufactured produett $4,60( $4,04F $ 55E 13.7

During the three months and six months ended A8®il2008, the Truck segmestiet sales increased from the same respectivedgari
2007 primarily due to growth in U.S. military sglegw truck pricing performance, and a slight iasein our “expansion” markets.

We observed that the “traditional” markets begaaxperience a downturn at the end of our first tpraof 2007 and continued into the
first half of 2008. Strongly influencing this dowmn was the industry-wide increase in demand fhiicles containing the pre-2007 emissions-
compliant engines ahead of the implementationraftst engine emissions requirements which accoionthe majority of the change between
our second quarter and first half of 2008 and 20€3pectively. “Traditional” industry retail unitelivered in the three months and six months
ended April 30, 2008 amounted to 61,200 and 11880l units, respectively, and were 25.7% and®8less than the same respective
periods in 2007 of 82,400 and 192,000 industryilratats. “Traditional” market retail deliveries ifdhe three and six months ended April 30,
2008 and 2007 are categorized by relevant clageitables below. The Truck segment “traditionakail units sold declined by 2,800 and
13,500 units during the second quarter and firtdf&22007, respectively, or a 13.5% and 28.2% ctidu, respectively.

The following tables summarize industry retail delies, in the “traditional” truck markets in the3J and Canada, in units, according to

Wards Communications and R.L. Polk & Co.:

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
“Traditional " Markets (U.S. and Canada;
School buse 5,80(C 6,80( (1,000 (14.7)
Class 6 and 7 medium truc 16,30( 22,80( (6,500 (28.5)
Class 8 heavy truck 24,60( 37,70C (13,100 (34.7)
Class 8 severe service truc 14,50( 15,10( (600) (4.0
Sut-total combined class 8 truc 39,10( 52,80 (13,700 (25.9
Total “Traditional " Truck Markets 61,20( 82,400 (21,200 (25.7)
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Six Months Ended Percentage
April 30,
2008 2007 Change Change
“Traditional " Markets (U.S. and Canada;
School buse 11,20C 12,50C (1,300 (10.9
Class 6 and 7 medium truc 30,90C 49,80( (18,900 (38.0)
Class 8 heavy truck 48,70C  94,60( (45,900 (48.5)
Class 8 severe service truc 27,50C 35,10C (7,600 (21.9)
Sut-total combined class 8 truc 76,200 129,700 (53,500 (41.2)
Total “Traditional " Truck Markets 118,30( 192,000 (73,700 (38.9

The following tables summarize our retail delivemgrket share percentages based on market-wideriafmm from Wards
Communications and R.L. Polk & Co.:

Three Months Ended

April 30,
2008 2007

“Traditional ” Markets (U.S. and Canada;
School buse 56.5% 60.2%
Class 6 and 7 medium truc 35.C 34.2
Class 8 heavy truck 15.C 12.2
Class 8 severe service truc 35.¢ 27.¢

Sut-total combined class 8 truc 22.¢ 16.7
Total “Traditional " Truck Markets 29.2 25.1
Impact of excluding U.S. military deliveries

Class 8 severe service trucks, exclusive of U.8tamy deliveries 25.¢ 25.¢€

Sut-total combined class 8 trucks, exclusive of U.Sitamy deliveries 18.€ 16.C
Total “ Traditional ” Truck Markets, exclusive of U.S. military deliveries 26.¢ 24.¢

Six Months Ended
April 30,
2008 __2007

“Traditional ” Markets (U.S. and Canada
School buse 57.1% 60.(%
Class 6 and 7 medium truc 34 35.5
Class 8 heavy truck 15.¢ 14.4
Class 8 severe service truc 35.€ 25.€

Suk-total combined class 8 truc 22.7 17.4
Total “Traditional " Truck Markets 29.C 24.¢
Impact of excluding U.S. military deliveries

Class 8 severe service trucks, exclusive of U.8tamj deliveries 26.¢ 24.1

Sut-total combined class 8 trucks, exclusive of U.Sitany deliveries 19.2 17.C
Total “Traditional " Truck Markets, exclusive of U.S. military deliveries 27.C 24.€

For the three months and six months ended ApriB08, our school bus, class 6 and 7 medium, aag$ @ severe service classes all led
their markets with the greatest retail market slaeach of their classes by brand. Our contingingtegy is to maintain and grow these market
share positions at our required margins while aggjvely pursuing market share gains in the heawktclass, the class in which we have the
lowest market share. We demonstrated our kengr commitment to the heavy truck market through2007 introduction of the ProStar clas
long-haul truck. Additionally, we recently unveiledr new LoneStar class 8 tractor to the publihatChicago International Auto Show in
February 2008.
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Our class 8 heavy truck market share rose by 218 @hpercentage points for the three months anchenths ended April 30, 2008,
respectively, compared to the same periods in 200& to our reengagement in this class with newelspde-established scale, and increased
supplier relationships. Market share in the sclosl class was 56.9% and 57.1% for the three mamitisix months ended April 30, 2008,
respectively, and 60.3% and 60.0% for the sameendisie periods in 2007 and was primarily attriblegao our distribution strategy and our on-
going efforts to further engage and support outettesnd customer networks. Market share in the @dbas class declined over the reporting
period as a result of competitive pricing strategiad our desire to collect for the intrinsic vaddeur product. Market share in class 6 and 7
medium increased to 35.0% from 34.2% during theseégquarter of 2008 and was down slightly duringfitst half of 2008. We have been
able to mitigate the impact of new entrants infe titass and discount programs instituted by oamptitors. Our severe service class market
share increased 8.1 and 10.0 percentage pointsgditne second quarter and first half of 2008, ret$pely, as compared to market share of
27.8% and 25.6% for the three months and six maenkgd April 30, 2007, due to our growth in U.Slitarly deliveries offsetting the industry
downturn in residential and non-residential corngtam and federal transportation spending.

Net sales grew during the second quarter andHatftof 2008 in our “expansion” markets, which idé Mexico, international export,
non-U.S. military, recreational vehicle, commeragdp-van, and other truck and bus classes. Pmduch as the Low-Cab Forward vehicle,
class 4 and 5 small bus, and our recreational ieeproducts, as well as our entrance into the nd-bhilitary market contributed to
incremental sales within these quarters in addtiioour traditional markets. It is our goal to done to diversify into these “expansion”
markets in future periods. The Mexican truck maiketeased 5.4% and decreased 13.0% in the thrathmand six months ended April 30,
2008, respectively, compared to the same respegutisieds in 2007. The enactment of a new tax oanitry of Mexican dealers’ inventory as
of December 31, 2007 deterred dealers from holotimgntory as of calendar year end resulting in @igtompetitive discounts which impacted
the industry and our market share. Our Mexicarktraearket share was 33.0% and 31.5% for the quasteted April 30, 2008 and 2007,
respectively, and 31.7% and 36.2% for the six meetided April 30, 2008 and 2007, respectively.

Truck segment costs and expenses

Three Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions, except percentage change (Restated
Costs of products sold, excluding items presentgarmtely belov $ 2,26¢ $ 1,63( $ 634 38.¢
Postretirement benefits expense allocated to edstoducts sol 4 9 (5) (55.6€)
Product warranty cos 32 26 6 23.1
Total costs of products so $ 2,30C $ 1,66F $ 63E 38.1
Six Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions, except percentage change (Restated
Costs of products sold, excluding items presentgammtely belov $ 3,90¢ $3,417 $ 48¢ 14.2
Postretirement benefits expense allocated to edstoducts sol 9 18 9 (50.0
Product warranty cos 59 71 (12 (16.9)
Total costs of products so $ 3,97¢ $ 3,50¢ $ 46€ 13.:2

Our Costs of products soldecreased to 84.7% and 86.4% during the secontkq@end first half of 2008, respectively, from 8%.and
86.7% during the same respective periods in 20@/ s centage of net sales of manufactured prodRaigluct warranty costs are included in
Costs of products sol&enerally, we offer one-
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to five-year warranty coverage for our trucks, altgh the terms and conditions can vary. In additiomn effort to strengthen and grow
relationships with our customer base, we may imcanranty costs for claims that are outside of thietiactual obligation period. Product
warranty costs at the Truck segment were 1.4% afb df Truck segment’s costs of products sold lierthree months and six months ended
April 30, 2008, respectively, compared to 1.6% ar@®o of Truck segment’s costs of products soldHiersame respective periods in 2007. We
accrue warranty related costs under standard wigirtarms and for claims that we may choose to gagraaccommodation to our customers
even though we are not contractually obligatedasal (“out-of-policy”). Our warranty cost declined a result of a reduction in truck
shipments for the three month and six month perésited April 30, 2008, respectively, as compardtiecsame respective periods of 2007. In
addition, quality improvements, a decrease in pistiag warranty costs of $3 million and $12 mitliduring the second quarter and first half
of 2008, and reduced levels of out-of-policy clainave allowed us to mitigate our warranty costfier second quarter and first half of 2008.
Our Costs of products solas a percentage of net sales of manufactured pydaxclusive of product warranty costs and pasémeient

benefits expenses, decreased by 2.6 percentags fmithe second quarter of 2008 compared todheesperiod in 2007 primarily due to
improved pricing and operating efficiency. Qwsts of products solaks a percentage of net sales of manufactured pydexclusive of

product warranty costs and postretirement benefipense, increased by 0.4 percentage points fdirghéalf of 2008 compared to the same
period in 2007 primarily due to improved pricingtigating the impact of lower volumes and the assteci decline in operating efficiency.

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change
Selling, general and administrative expenses, ekufuitems presented separat
below $ 92 $ 79 $ 13 16.5
Postretirement benefits expense allocated to geljaneral and administrative
expense: — 2 2 (100.0
Dealcor expense 62 70 (8) (11.9
Provision for losses on receivab (2) 3 (5) (166.7)
Total selling, general and administrative expet $ 152 $ 154 $ (@ .3
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change
Selling, general and administrative expenses, ekufuitems presented separat
below $ 17¢ $ 15t $ 23 14.¢
Postretirement benefits expense allocated to geljaneral and administrative
expense: — 4 4 (100.0
Dealcor expense 12C 137 17) (12.9)
Provision for losses on receivab 3 5 (2) (40.0
Total selling, general and administrative expel $ 301 $ 301 $ — —

The Truck segment'Selling, general and administrative expensese $152 million and $154 million for the quartersded April 30,
2008 and 2007, respectively and amounted to $30ibmior both the six months ended April 30, 20881 2007. Our relative ratio &klling,
general and administrative expento net sales and revenues, exclusive of postretineimenefits expense, Dealcor expenses and provisio
losses on receivables decreased to 3.4% from 42%éd three month periods ended April 30, 20082017, respectively, but slightly
increased to 3.9% compared to 3.8% for the six mpatiods ended April 30, 2008 and 2007, respdgti&elling, general and administrative
expensefor the Truck segment include expenses attributebsegment overhead and infrastructure enhancerireatipport of sales activity.
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For the three month and six month periods ended 3@y 2008, the Truck segmen&ngineering and product development costs
approximated $42 million and $83 million, respeetyy which compares to $43 million and $91 millimm the same respective periods in 2(
Approximately half of our total consolidat&mgineering and product development cegtse incurred at the Truck segment during the three
months and six months ended April 30, 2008 and 2pectively. During this time, our top develomtad priority was establishing our
ProStar and LoneStar class 8 long-haul trucks edédveloping our emissions-compliant vehicles, lodtiwhich required significant labor,
material, outside engineering, and prototype taplBesides innovation, we also focus resourcesoatiraiously improving our existing
products as a means of streamlining our manufagyiocess, minimizing warranty costs, and progdnr customers with product and fuel-
usage efficiencies.

Truck segment profit

The Truck segment increased profitability for thewder and six month period ended April 30, 200&by3 million and $93 million,
respectively, to $209 million and $218 million, pestively, compared to $36 million and $125 milli@m the comparable periods in 2007. This
increase in profitability for the three months ammonths ended April 30, 2008 was primarily atitable to growth in our U.S. military sales,
new truck pricing performance, and improved opereti efficiencies.

Engine Segmen
The following tables summarize our Engine segmdirtancial results and sales data:

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions)
Segment sale $ 93¢ $ 772 $ 167 21.€
Segment profi 51 18 33 183.<
Sales data (in units):
Ford sale: 55,30( 56,20( (900 (1.6)
Other OEM sale 31,40( 26,40( 5,00( 18.¢€
Intercompany sale 15,80( 12,10( 3,70C 30.€
Total sales 102,50( 94,70( 7,80( 8.2
Six Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions)
Segment sale $ 1,72¢ $ 1,601 $ 124 7.7
Segment profi 85 6 79 N.M.
Sales data (in units):
Ford sale: 102,30( 116,20( (13,900 (12.0
Other OEM sale 57,30( 47,40( 9,90( 20.¢
Intercompany sale 28,70( 35,20( (6,500 (18.5
Total sales 188,30( 198,80( (10,500 (5.9
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Engine segment sal

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change
Engine segment sales of manufactured product— U.S. and Canad $ 641 $ 57¢ $ 62 10.7
Engine segment sales of manufactured product— ROW 29¢ 198 10E 54.¢
Total engine segment sales of manufactured progduet $ 93¢ $ 772 $ 167 21.€
Six Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Engine segment sales of manufactured product~ U.S. and Canad $1,19¢ $1,262 $ (67) (5.9
Engine segment sales of manufactured product— ROW 53C 33¢ 191 56.2
Total engine segment sales of manufactured progduet $1,72¢ $1,601 $ 124 7.7

The Engine segment continues to be our secondstasggment as measured in net sales and reveapessenting 23.8% and 25.0% of
total consolidated net sales and revenues fohttee tmonths and six months ended April 30, 20Geetively, compared to 25.8% and 26.1%
of total consolidated net sales and revenues tséime respective periods in 2007. The Engine sgigemperienced an increase in net sales for
the three months and six months ended April 3082@fnpared to the same respective periods in 206¥ primary drivers in the second
guarter of 2008 were increased ROW volumes anddwugat pricing. In the first half of 2008, the de@ed product volume in U.S. and Cane
primarily Ford, was greatly offset by increased R®@WUmMes and improved pricing. Volume reductionsim second quarter are primarily
attributable to our largest diesel engine custoferd. This was the result of Ford reducing itschasing requirements as a result of higher
diesel fuel prices which impacted customer demandhie heavy duty pick up trucks. Sales of engtodsord represented 54.0% and 54.3% of
our unit volume for the second quarter and firgt 662008, respectively, compared to 59.3% and%8of our unit volume for the same
respective periods in 2007.

Sales to non-Ford customers, including intercomsalgs, increased approximately 8,700 and 3,408 daoring the second quarter and

first half of 2008 compared to the same respeg@amods in 2007 largely attributed to the increms8outh American volumes and recovery of
truck sales.

Engine segment costs and expet

Three Months Ended Percentagt
April 30,

2008 2007 Change Change
(in millions, except percentage change
Costs of products sold, excluding items presentpasmtely belov $ 82¢ $ 684 $ 144 21.1
Postretirement benefits expense allocated to cdsteoducts sol 1 5 4 (80.0
Product warranty cos 11 12 (1) (8.3
Total costs of products so $ 84C $ 701 $ 13¢ 19.¢

50



Table of Contents

Six Months Ended Percentage
April 30,

2008 2007 Change Change
(in millions, except percentage change)
Costs of products sold, excluding items presenéparsmtely belov $1,53¢ $ 1,452 $ 82 5.6
Postretirement benefits expenses allocated to ocbgtoducts solt 1 10 9 (90.0
Product warranty cos 26 41 (15) (36.€)
Total costs of products so $ 1,561 $1,50: $ 58 3.9

For the three months ended April 30, 2008sts of products solaks a percentage of net sales of manufactured piodacreased to
89.5% compared to 90.8% for the same period in 200& decrease of 1.3 percentage points for tlee ttmonths ended April 30, 2008
compared to the corresponding period in 2007 imarily attributable to the increased productionwoés and the corresponding gain of
operational efficiencies and increased sellinggzid-or the six months ended April 30, 2008sts of products solas a percentage of net sales
of manufactured products decreased to 90.5% compar@3.9% for the same period in 2007. The deere&8.4 percentage points for the six
months ended April 30, 2008 compared to the comeding period in 2007 is primarily attributableitoproved manufacturing performance as
a result of the change over in production to th@728missions-compliant engines and increased gqiliices.

Product warranty costs for the three months andnsirths ended April 30, 2008 approximated 1.3% Hiiélo of the Engine segment’s
cost of product sold compared to 1.7% and 2.7%®fEngine segment’s cost of product sold for tieeseespective periods of 2007. The
decrease in product warranty costs at the Engigeaset was attributable to a combination of loweary@t costs and a charge to pre-existing
warranty in 2007 that did not recur in 2008. Theuetion in pre-existing warranty was nominal foe gecond quarter and $10 million for the
first half of 2008 compared to the same period®d87. Progressive improvements in product warraasts were also achieved by focusing on
controlling the reliability and quality of our emsisnseompliant engines as evidenced by the level of dipgnincurred during previous quart
and periods withirengineering and product development cosE®sts are accrued per unit based on expectedntarclaims that incorporate
historical information and forward assumptions atibe nature, frequency, and average cost of wigraims.

Selling, general and administrative expenisesirred during the second quarter and six montlogeended April 30, 2008 were $31
million and $61 million, respectively, and compateds32 million and $56 million for the comparalpleriods in 2007.

Engineering and product development castsirred during the second quarter and six montltogeended April 30, 2008 were
$57 million and $98 million, respectively, and caang to $49 million and $100 million for the compgaleperiods in 2007. The Engine
segment'€ngineering and product development costwresented approximately half of our total comtsakdEngineering and product
development cosfer the second quarter and first half of the yaaoath 2008 and 2007. Our top developmental pigsritocus on further
design changes to our diesel engines and the dewelat of our MaxxForce Big-Bore engines. We hage dlegun development on new
products to meet the requirements of the 2010 éonissegulations.

Engine segment prof

The Engine segment has made substantial investrimevasious affiliated entities and joint ventur@$ie most significant Engine segm
joint venture in terms of income is BDP. We accdantthese entities using the equity method of aating, and our percentage share of
income associated with these affiliates amounteg2®million and $46 million for the second quarmed first half of 2008 and compares to
$16 million and $37 million for the same respecipeziods in 2007.
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As a result of the above items, the Engine segmeeignized a profit of $51 million and $85 millifor the three months and six months
ended April 30, 2008 that compares to a profit 8 #illion and $6 million for the same respectiwipds in 2007.

Parts Segmen
The following tables summarize our Parts segmédiméncial results:

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions)
Segment sale $ 43¢ $ 387 $ 51 13.2
Segment profi 56 40 16 40.C
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions)
Segment sale $ 83¢ $ 74¢ $ 91 12.2
Segment profi 10t 77 28 36.4

Parts segment sale

For the three month and six month periods ended 3@y 2008, the Parts segment sales growth wapdomrily to an increase in U.S.
military sales and improved pricing.

Parts segment prof

Selling, general and administrative expenaemunted to $41 million and $79 million for botfettihree months and six months ended
April 30, 2008 and 2007, respectively. Our relatiggo ofSelling, general and administrative expenteset sales and revenues was
approximately 9.4% for the quarter and six montieel April 30, 2008 compared to 10.6% for the coraple periods in 2007.

During the three month and six month periods erfdard 30, 2008, a large portion of our profitabjlitvas due to volume growth
primarily with the U.S. military while containinguo Selling, general and administrative expenses

Financial Services Segment
The following tables summarize this segment’s feiahresults:

Three Months Ended Percentage
April 30,
2008 2007 Change Change
(in millions)
Segment revenus $ 117 $ 12t $ (8 (6.4
Segment profi 19 28 9 (32.])
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions)
Segment revenu $ 232 $ 262 $ (30 (11.9
Segment profit (loss (6) 84 (90) (207.7)
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Financial Services segment reven

The Financial Services segment revenues includenies from retail notes and finance leases, opgrkgase revenues, wholesale notes,
retail and wholesale accounts, and securitizationre. The Financial Services segment net revatedmed during the second quarter and
first half of 2008 compared to the same period®0@7 due to the decline in the credit markets, feaviginations, and a decrease in rental
income. The decline in revenues was primarily dua tdecrease in dealer inventory of pre-2007 eorisscompliant vehicles. In addition, we
experienced a reduction in customer financing ojymities of purchases for vehicles and componemstd the difficult credit environment
and increased diesel fuel prices.

The Financial Services segment also receives sitéreome from the Truck and Parts segments reglatiriinancing of wholesale notes,
wholesale accounts, and retail accounts. This ircizneliminated upon consolidation of financialules Substantially all revenues earned on
wholesale and retail accounts are received frorarbgments. Aggregate interest revenue providedébyruck and Parts segments was
$21 million and $43 million for the three monthslasix months ended April 30, 2008, respectively] aompares with $35 million and
$75 million for the comparable periods in 2007.

Financial Services segment profit (lo:
The following tables present the componenthtdrest expense

Three Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Interest expense related to d $ 68 $ 72 $ (5.6)
Non-cash mark to market charge (income) on our inteetstswap agreemer (1) 6 (7 N.M.
Total interest expens $ 67 $ 78 $ (1)) (14.7
Six Months Ended Percentagt
April 30,
2008 2007 Change Change
(in millions, except percentage change)
Interest expense related to d $ 147 $ 147 $— —
Non-cash mark to market charge in our interest ratgpagaeement 39 (D 40 N.M.
Total interest expens $ 18¢€ $ 14€ $ 40 27.2

In connection with our retail securitization tracsans we enter into various derivative financiatruments, primarily interest rate swaps
and caps to convert our interest rate exposureotinthe finance receivables we originate and tlediras well as the notes issued as secured
borrowings. Our intent is to convert our interegerexposure related to our secured borrowings &dlmating rate to a fixed rate in order to
better match the cash flow of our fixed rate firaneceivables so that the net margin spread oediféhof the securitization is more
predictable. Given the dramatic decrease in intestaes from October 31, 2007 to April 30, 200& thquired periodic mark to market of the
derivative financial instruments resulted in a rash charge (gain) of ($1) million and $39 milliorour consolidated statements of operations
for the second quarter and the first half of 20@8pectively, and a nominal amount in the samegsrin 2007. While these derivative
instruments provide us with an economic hedge ®ktkpected future interest cash flows associatédthve secured borrowings, they do not
qualify for hedge accounting under FASB Statememt N83,Accounting for Derivative Instruments and Hedgirgivities, thus the non-cash
charge (gain). Further movement in interest rategdcchange the mark to market adjustments ofdhlresflues of the derivatives in future
periods.
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Repossessions and delinquencies increased dugrggtiond quarter and first half of 2008 compardtiecsame respective periods in
2007 driven primarily by weakness in the underlyingking economy, which is currently impacting awerall customer portfolio. Decreases
in tonnage hauled, suppressed freight rates dbiyegxcess capacity, increased fuel costs, andutiipsme mortgage market crisis have all
contributed to the distress of our customers. Weide for certain losses related to the repossessid liquidation of collateral underlying
finance receivables with dealers and retail custeni@uring the second quarter and first half of @0fur provision for losses on receivables
was reduced by $7 million and increased by $14ionillrespectively, which compares with increase$tmillion and $8 million for the same
respective periods in 2007.

In addition to the above items, we experienceddaction in the net interest rate spread betweerioancing rates and the cost of our
borrowings due to the timing of customer financomgnpared to our funding of the related debt. Thmf¢ial Services segment recognized a
profit of $19 million and a loss of $6 million fehe three months and six months ended April 308288t compares to a profit of $28 million
and $84 million for the same respective period20da7.

Liquidity and Capital Resources
Cash Requirements

We generate cash flow primarily from the sale otks, diesel engines, and parts. In addition, weegge cash flow from product
financing provided to our dealers and retail cusgmstby the Financial Services segment. It is oimiop that, in the absence of significant
unanticipated cash demands, current and forecaatdflow from our manufacturing operations, firiahservices operations, and financing
capacity will provide sufficient funds to meet aipiated operating requirements, capital expenditiequity investments, and strategic
acquisitions. We also believe that collectionstmndutstanding receivables portfolios as well asl§uavailable from various funding sources
will permit the financial services operations toanhthe financing requirements of our dealers arallreustomers. The manufacturing
operations are generally able to access suffisientces of financing to support our business pharpril 30, 2008 our manufacturing
operations had a total of $339 million availablel@ncommitted credit facilities that mature in 2012

Sources and Uses of Ca

Six Months Ended

April 30,
2008 2007
(Restatec

and
(in millions) Revised) (Revised
Net cash provided by (used in) operating activi $ 321 $ (232
Net cash provided by (used in) investing activi (431) 114
Net cash provided by (used in) financing activi 5 (401)
Effect of exchange rate changes on cash and casaénts 3 10
Decrease in cash and cash equival (102 (509
Cash and cash equivalents at beginning of pe 7717 1,157
Cash and cash equivalents at end of the pr $ 67F $ 64¢€

Cash Flow from Operating Activities

Cash provided by operating activities was $32liamlfor the six months ended April 30, 2008 compaséth cash used in operating
activities of $232 million for the six months endegril 30, 2007. The increase in cash provided pgrating activities for the six months en
April 30, 2008 compared with the same period in
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2007 was due primarily to higher net income aniharease in operating liabilities, partially offdst an increase in operating assets. The
changes in net income and operating cash flows premearily attributed to growth in our military armport business, primarily related to
Mine-Resistant Ambush Protected vehicles, as veeiedter pricing as a result of the introductiomof 2007 emissions-compliant products.
Net income for the six months ended April 30, 20&& $146 million compared with net loss of $13 imillfor the six months ended April 2
2007.

Cash paid for interest, net of amounts capitaliness $229 million for the six months ended April 2008 versus $256 million for the
months ended April 30, 2007. The increase was dugaply to higher average interest rates for tixensonths of 2008 compared with the six
months of 2007. During the six months of 2008, $dfion was paid for certain fees associated whign ongoing consulting and other
professional services related to the preparatiasuopublic filing documents and documentation assessment of internal control over
financial reporting. Cash paid during the six mantii 2008 for income taxes, net of refunds, wasBRBon lower than the six months of 20
due to decreased income in foreign jurisdictions.

Cash Flow from Investing Activities

Cash used in investing activities was $431 milfionthe six months ended April 30, 2008 comparetthwet cash provided by investing
activities of $114 million for the six months end&gril 30, 2007. The increase in cash used in itimgsactivities for the six months of 2008
compared with the six months of 2007 was due piilgntr lower net sales or maturities of marketadéeurities and a net increase in restricted
cash and cash equivalents for the six months 08 20tnpared with a net decrease in restricted cagltash equivalents for the six months of
2007. The net increase in restricted cash andemsivalents for the six months of 2008 compareth thie same period in 2007 resulted from
timing of transactions at one of our financial seeg subsidiaries. At the end of April 2008, thibsidiary’s assets were all restricted cash
equivalents rather than a combination of restrictesh, note receivables, and lease receivables.

Cash Flow from Financing Activities

Cash flow provided by financing activities was $Blion for the six months ended April 30, 2008 cosngd with net cash used in
financing activities of $401 million for the six mths ended April 30, 2007. The increase in caskigea by financing activities for the six
months of 2008 compared with the six months of 2088 due primarily to a net increase in notes aid dutstanding under revolving credit
facilities.

Credit Markets

In the late summer and early fall of 2007, thefficial markets began a correction and period ofittigihtening precipitated by large
losses in the sub-prime mortgage market that bled into other sectors of the market. The effetthis credit tightening manifested
themselves primarily in our financial services @tens. Pricing and liquidity were impacted in teset-backed securitization market, a source
of funding within our financial services operatiofaibstantial increases in the spreads on borrorgiteg were seen at all credit rating levels.
As a result, although we continue to believe thatwill have sufficient liquidity to fund our finarad services operations, future borrowings
could be more costly than in the past.

Other Information
Critical Accounting Policies

Our condensed consolidated financial statementprapared in accordance with U.S. GAAP. In conmactiith the preparation of our
condensed consolidated financial statements, westgaates and make judgments and assumptions fltore events that affect the reported
amounts of assets, liabilities, revenue, expersebthe related disclosures. Our assumptions, atnand judgments are based on historical

55



Table of Contents

experience, current trends, and other factors Weugeare relevant at the time we prepare our coselg consolidated financial statements. Our
significant accounting policies and critical accting estimates are consistent with those desciibé&tbte 1,Summary of significant accounti
policies, accompanying the condensed consolidated finastaggments and the MD&A section of our 2007 Anrieport on Form 10-K.

There are no significant changes in our applicatibour critical accounting policies in the six ntlbs ended April 30, 2008 with exception to
the adoption of FASB Interpretation No. 48, asHartdescribed in Note \ycome taxesto the accompanying condensed consolidated fiak
statements.

To aid in fully understanding and evaluating oyrarted results, we have identified the following@enting policies as our most critical
because they require us to make difficult, subjectand complex judgments.

» Pension and Other Postretirement Bens
» Allowance for Losse

» Sales of Receivable

* Income Taxe:

* Impairment of Lon-Lived Assets

» Contingent Liabilities

* Product Warrant

» Goodwill and Intangible Asse
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New Accounting Pronouncemen

Accounting pronouncements issued by various stahnsitting and governmental authorities that haveyepbbecome effective with
respect to our condensed consolidated financitdrsents are described below, together with oursagsent of the potential impact they may
have on our financial position, results of openagiand cash flows:

Pronouncement

Impact on Our Financial Condition and
Effective Date Results of Operations

Emerging Issues Task Force Issue N¢3,
Accounting by Lessees for Nonrefunde
Maintenance Deposi

FASB Staff Position No. FAS 142-3,
Determination of the Useful Life of Intangit
Assets

FASB Statement No. 16Disclosures about
Derivative Instruments and Hedging Activi—
An Amendment of FASB Statement No.

FASB Statement No. 160loncontrolling
Interests in Consolidated Financial Statem—
An Amendment of ARB No.

FASB Statement No. 141(RBusiness
Combinations

Emerging Issues Task Force Issue No. 07-03,
Accounting for Nonrefundable Advance Paym
for Goods or Services Received for Use in Fu
Research and Development Activit

Effective for financial statements issued  We are evaluating the potential impaci
fiscal years beginning after December 15, any.

2008 and interim periods within those fiscal

years. Early adoption is not permitted. (

effective date is November 1, 20(

Effective for fiscal years beginning after
December 15, 2008 and interim periods
within those fiscal years. Our effective date
is November 1, 200¢

Effective for fiscal years and interim When effective, we will comply with the
reporting periods beginning after Novemberdisclosure provisions of this Statement.
15, 2008. Our effective date is February 1,

2009.

Effective for fiscal years and interim peric We are evaluating the potential impact, if
within those fiscal years, beginning on or  any.

after December 15, 2008. Our effective date

is February 1, 200¢

Applies prospectively to business We will adopt this Statement on a
combinations for which the acquisition date prospective basis.

is on or after the beginning of the first

annual reporting period beginning on or

after December 15, 2008. An entity may not

apply it before that date. Our effective date

is November 1, 200¢

We are evaluating the potential impact, if
any.

Effective for financial statements issued for We are evaluating the potential impact, if
fiscal years beginning after December 15, any.

2007. Our effective date is November 1,

2008.
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Impact on Our Financial Condition and

Pronouncement Effective Date Results of Operations
FASB Statement No. 15Fhe Fair Value Option Effective as of the beginning of the first We are evaluating the potential impact, if
for Financial Assets and Financial Liabilitie fiscal year beginning after November 15, any. We have not determined whether to

2007. If we adopt the Fair Value Option, + adopt the fair value option.
effective date is November 1,

2008.
FASB Statement No. 15Fair Value Effective for financial statements issued for We are evaluating the potential impact, if
Measurement fiscal years beginning after November 15, any.

2007, and for interim periods within those
fiscal years. Our effective date is November
1, 2008.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no significant changes in our expas market risk since October 31, 2007. Fohrinformation please see Note 10,
Fair value of financial instrumerand Note 11Financial instruments to the accompanying condensed consolidated fiabstatements, and
Item 7A of our Annual Report on Form 10-K for theay ended October 31, 2007.

ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedur

Our evaluation of the effectiveness of our disctestontrols and procedures as defined in RuleslB8a} and 15d-15(e) of the Exchange
Act was performed under the supervision and wighgarticipation of our senior management, including Chief Executive Officer and Chief
Financial Officer. The purpose of disclosure colstend procedures is to ensure that informationired to be disclosed in the reports we file
or submit under the Exchange Act is recorded, meee, summarized and reported within the time gerépecified in the SEC’s rules and
forms, and that such information is accumulated@rmunicated to management, including our Chiefdttive Officer and Chief Financial
Officer, to allow timely decisions regarding reaedrdisclosures.

As previously disclosed under “ltem 9A — Contrafsl@rocedures” in our Annual Report on Form 10-Ktlfe fiscal year ended
October 31, 2007 and “Item 4 — Controls and Progesfun our Quarterly Report on Form 10-Q/A for tipgarterly period ended January 31,
2008, we concluded that our internal control owearficial reporting was not effective because ofekistence of material weaknesses in
internal control over financial reporting. Basedtbase material weaknesses, which we view as agrial part of our disclosure controls and
procedures, our Chief Executive Officer and ChiefRcial Officer concluded that, as of the quaeteded April 30, 2008, our disclosure
controls and procedures were not effective. In eation with the restatement discussed above iexpénatory note to this Form 10-Q/A and
in Note 18 to the accompanying unaudited condensadolidated financial statements, we reevaluatediisclosure controls and procedures
and our Chief Executive Officer and Chief Finan€Mficer have confirmed their conclusion that, &she quarter ended April 30, 2008, our
disclosure controls and procedures were not effechievertheless, based on a number of factorsidimg the performance of additional
procedures by management designed to ensure thbiligt of our financial reporting, we believe ththe condensed consolidated financial
statements in this Quarterly Report on Form 10-€dAy present, in all material respects, our fiogh position, results of operations and cash
flows for the periods presented in conformity WGAAP.

Changes in Internal Control over Financial Reportmn

There were no material changes in our internalrobower financial reporting identified in connemtiwith the evaluation required by
Rules 13a-15 and 15d-15 that occurred during tleetguended April 30, 2008 that have materiallgetiéd, or are reasonably likely to
materially affect, our internal control over fingalcreporting.
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Managemen's Remediation Initiatives

We continue to make progress toward achieving tieetveness of our disclosure controls and procesluRemediation generally
requires making changes to how controls are degignd then adhering to those changes for a suifigieriod of time such that the
effectiveness of those changes is demonstratedanitippropriate amount of consistency. We belieaewe have made significant
improvements in our internal control over financigborting and are committed to remediating ouremalt weaknesses. Our Sarbanes Oxley
compliance function is responsible for helping depeand monitor our short- and long-term remediafitans. In addition, we have assigned
executive owners to each material weakness to egdhe necessary remedial changes to the ovesidjrdef our internal control environment
and to address the root causes of our material veszles.

Our remediation initiatives summarized below aterided to further address our specific materialkwesses and to continue to enhance
our internal control over financial reporting.

» Our leadership team remains committed to achieaimymaintaining a strong control environment, hetffical standards, and
financial reporting integrity. This commitment wilbntinue to be communicated to and reinforced withemployees

» We continue to foster awareness and understandistgiodards and principles for accounting and faneporting. This include
the implementation and clarification of specificaanting policies and procedures and effective atxec of our newly designed
accounting development progra

» Management will implement stronger inventory praged, systems and augment our resources to adtesissentory accounting
material weakness. Specifically, we are changingooocedures for cost accounting, conducting playsitventory counts,
establishing accruals for inventory receipts andh#ishing reserves for inventory obsolescel

»  We continue to enhance the development, commuaitaind monitoring of processes and controls tarenthat appropriat
account reconciliations and journal entry conteois performed, documented, and reviewed as panra$tandardized procedur

* We continue to invest in modifications of our infaation systems to improve the reliability of ourdicial reporting and increase
the completeness and consistency of the controlsndrlogical access, program change, and comppeatons

» We plan to redesign our period end closing andhfifel statement preparation process in order taargboth its effectiveness and
efficiency.

* We continue to support our Disclosure Committee @mdinternal Management Representation Letterge®choth of which ha
been r-designed to ensure the timely assessment of adnguarid disclosure matters requiring our attent

Collectively, these and other actions are improvhegfoundation of our internal control over finaceporting.
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Iltem 6.

Exhibit:
(31.1)
(31.2)
(32.1)
(32.2)
(99.1)

PART Il—OTHER INFORMATION

Exhibits

CEO Certification pursuant to Section 302 of theb&ae-Oxley Act of 2002
CFO Certification pursuant to Section 302 of theb8ae-Oxley Act of 200z
CEO Certification pursuant to Section 906 of theb8ane-Oxley Act of 2002
CFO Certification pursuant to Section 906 of theb8ae-Oxley Act of 200z
Additional Financial Information (Unaudite

Page
E-1
E-2
E-3
E-4
E-5

All exhibits other than those indicated above arétied because of the absence of the conditionsmntich they are required or beca
the information called for is shown in the finana@tatements and notes thereto in the QuarterlyoRem Form 10-Q/A for the period ended
April 30, 2008.
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NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

SIGNATURE

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyidthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

NAVISTAR INTERNATIONAL CORPORATION
(Registrant,

/s/ JOHNP.WALDRON
John P. Waldron
Vice President and Controller
(Principal Accounting Officer)

December 30, 2008
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EXHIBIT 31.1
CERTIFICATION

I, Daniel C. Ustian, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q/A of Navistar International Corporatio

Based on my knowledge, this report does notaiorny untrue statement of a material fact or en#ttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registragisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s Board of Direct¢os persons performing the
equivalent functions)

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b) Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

Date: December 30, 2008

/s/ DaNIEL C. USTIAN

Daniel C. Ustian
Chairman, President and Chief Executive Officer
(Principal Executive Officer)
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EXHIBIT 31.2
CERTIFICATION

I, Terry M. Endsley, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q/A of Navistar International Corporatio

Based on my knowledge, this report does notaiorny untrue statement of a material fact or en#ttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made
known to us by others within those entities, paftidy during the period in which this report isifige prepared

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atarece with generally accepted accounting princjj

C) Evaluated the effectiveness of the registragisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; an

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s Board of Direct¢os persons performing the
equivalent functions)

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; anc

b) Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

Date: December 30, 2008

/s/  TERRYM. E NDSLEY

Terry M. Endsley
Executive Vice President and Chief Financial Office
(Principal Financial Officer)
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Navidtaernational Corporation (the “Company”) on Fot@+Q/A for the period ended
April 30, 2008 as filed with the Securities and Eange Commission (the “SEC”) on the date hereef (Beport”), |, Daniel C. Ustian, Chief
Executive Officer of the Company, certify, pursuanii8 U.S.C. § 1350, as adopted pursuant to $9€& Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

A signed original of this written statement reqdil®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the Company
and will be retained by the Company and furnisteethé SEC or its staff upon request.

Date: December 30, 2008

/'s/ DANIEL C. USTIAN
Daniel C. Ustian
Chairman, President and Chief Executive Officer
(Principal Executive Officer)

This certification accompanies the Report purstagt 906 of the Sarbanes-Oxley Act of 2002 andl strdlbe deemed filed by the
Company for purposes of Section 18 of the Secarkiechange Act of 1934, as amended, or otherwisiestuto the liability of that section.
This certification shall also not be deemed tortmiporated by reference into any filing under$leeurities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, exodpe extent that the Company specifically incogpes it by reference.
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Navidtaernational Corporation (the “Company”) on Fot@+Q/A for the period ended
April 30, 2008 as filed with the Securities and Eange Commission (the “SEC”) on the date hereaf ®eport”), |, Terry M. Endsley, Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. § 1350, as adopted pursuant to 9@t Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc
(2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations
the Company

A signed original of this written statement reqdil®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the Company
and will be retained by the Company and furnisteethé SEC or its staff upon request.

Date: December 30, 2008

/'s/ TERRYM. E NDSLEY
Terry M. Endsley
Executive Vice President and Chief Financial Office
(Principal Financial Officer)

This certification accompanies the Report purstagt 906 of the Sarbanes-Oxley Act of 2002 andl strdlbe deemed filed by the
Company for purposes of Section 18 of the Secarkiechange Act of 1934, as amended, or otherwisiestuto the liability of that section.
This certification shall also not be deemed tortmiporated by reference into any filing under$leeurities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, exodpe extent that the Company specifically incogpes it by reference.
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EXHIBIT 99.1

Additional Financial Information (Unaudited)

The following additional financial information isqvided based upon the continuing interest of aedtockholders and creditors to assist
them in understanding our core manufacturing bgsimgth our financial services operations on atpreequity basis. Our manufacturing
operations, for this purpose, include our Trucknsegt, Engine segment, Parts segment, and Corgteate. The manufacturing operations
financial information represents non-GAAP finanaisasures. The reconciling differences betweerethes-GAAP financial measures and
our GAAP condensed consolidated financial statemienitem 1 are our financial services operatiovisich are included on a pre-tax equity
basis. Certain of our subsidiaries in our manuféetuoperations have debt outstanding with ourrfoial services operations (“intercompany
debt”). In the condensed statements of assetdjtiedband stockholders’ deficit, the Intercompaisbt is reflected as accounts payable. The
change in the intercompany debt is reflected imttecash provided by operating activities in tbedensed statements of cash activities.

Our previously issued condensed statements of tpesacondensed statements of assets, liabiligegemable equity securities and
stockholders’ deficit, and condensed statementsisii activities as of and for the three and sixtiroended April 30, 2008 have been restated
to correct errors related to inventories, accopatgble and costs of products sold in our Truckrsed. The errors primarily resulted from not
appropriately accounting for material price varies\dreight variances, and excess and obsoletatiorereserves. In addition, there were
errors related to cut off of inventory receipts.

We revised our previously reported condensed stiesof assets, liabilities, redeemable equity ses, and stockholders’ deficit as of
April 30, 2008 and October 31, 2007 to give effeotsecording stock options as redeemable equayr#ees, which have been classified as
mezzanine equity. The redeemable equity securitegge previously included iStockholders’ deficit In June 2007 we amended the terms of
then-outstanding stock option awards to allow fsttsettlement in the event of a change in coatrdlwhen certain other conditions exist. In
accordance with EITF Topic No. D-98Jassification and Measurement of Redeemable Sezirthe amended stock options’ intrinsic values
should have been re-measured at the modificatimated should have been recordeRadeemable equity securitieghich are classified as
mezzanine equity on the consolidated statemerdss#ts, liabilities, redeemable equity securities, stockholders’ deficit. To record the
amount reported as mezzanine equity, we initiatorded a corresponding reductiorBobckholders’ deficiin the amount of $139 million
with subsequent adjustments as options vest, egpiaee subsequently modified. The correctionsri@dffect on our previously reported
condensed statements of operations and conderaethents of cash activities and are not considagdrial to any previously reported
consolidated financial statements.

We have revised our previously reported condentgdments of cash activities for the three andrgixiths ended April 30, 2007 to
reflect the correction of errors identified in teosonsolidated statements. The errors were priynalihted to the incorrect allocation of the
effect of exchange rates on cash and cash equisalérere amounts previously reported in Effect of exchange rates on cash and cash
equivalentsare now reported i@ther, netin Net cash provided by (used in) operating activitied reclassifications frofet cash provided by
operating activitieso Net cash used in investing activitiebhe corrections had no effect on our previousfyorted condensed statements of
assets, liabilities and stockholders’ deficit ondensed statements of revenues and expeasesare not considered material to any previously
reported condensed statements of cash activities.
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Condensed Statements of Revenues and Expenses

Navistar International Corporation (with financial services operations on a pre-tax equity basis)

(in millions)
Sales of manufactured products, ne
Costs of products so
Selling, general and administrative exper
Engineering and product development ci
Other (income) expenses, |

Total costs and expense

Income (loss) before income tax — Manufacturing operatior
— Financial services operatio

Income (loss) before income tax
Income tax benefit (expens

Net income (loss,

Condensed Statements of Assets, Liabilities, Redeable Equity Securities and Stockholders’ Deficit

Three Months Ended

Six Months Ended

Navistar International Corporation (with financial service operations on a pre-tax equity basis)

(in millions)

Cash and cash equivalel

Marketable securitie

Accounts receivable

Inventories

Investments in and advances to financial servitfdmtes
Investments in and advances to -consolidated affiliate
Property and equipment, r

Goodwill and intangible assets, t

Other asset

Deferred taxes, nt

Total assets

Accounts payabl
Postretirement benefits liabiliti¢
Deb+—manufacturing operatior
Other liabilities

Redeemable equity securiti
Stockholder’ deficit

Total liabilities, redeemable equity securities angtockholders deficit
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April 30, April 30,
2008 2007 2008 2007
(Restated (Restated
$ 3,85 $ 2,90( $ 6,712 $5,95(
3,20( 2,472 5,66: 5,077
32€ 31¢ 61¢ 593
99 95 181 19¢€
38 61 89 16C
3,66° 2,94 6,552 6,02¢
19C 47 161 (78)
19 28 (6) 84
20¢ (19 15E 6
2 6 © 19
$ 211 $ (25 $ 14€ $ (13
As of
October 31
April 30,
2008 2007
(Restatec
and
Revised) (Revised)
$ 591 $ 71€
38 6
1,13 78¢€
1,412 1,38(
36¢& 397
17t 154
1,88¢ 1,98(
632 63¢
307 32t
11C 1232
$ 6,64¢ $  6,50¢
$ 2,24¢ $ 1,88¢
1,21¢ 1,31C
1,91: 2,02¢
1,847 2,01¢
13¢ 14C
(716 (879
$ 6,64¢ $ 6,50¢



Condensed Statements of Cash Activities

Navistar International Corporation (with financial services operations on a pre-tax equity basis)

(in millions)
Cash flow from operating activities:
Net income (loss

Adjustments to reconcile net income (loss) to gasivided by (used in) operating activiti

Depreciation and amortizatic
Depreciation of equipment held for or under le
Deferred taxe
Equity in loss (income) of financial services oftnas
Equity in income of nc-consolidated affiliate
Dividends from financial services operatic
Dividends from no-consolidated affiliate
Other, ne
Net cash provided by (used in) operating activitie
Cash flow from investing activities:
Purchases of marketable securi
Sales or maturities of marketable securi
Net change in restricted cash and cash equive
Capital expenditure
Purchase of equipment held for or under le
Acquisitions, net of cash acquir
Other investment activitie
Net cash used in investing activitie
Net cash used in financing activitie!
Effect of exchange rate changes on cash and cashueglents
Decrease in cash and cash equivaler
Cash and cash equivalents at beginning of the pedc
Cash and cash equivalents at end of the peric
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Six Months Ended

April 30,
2008 2007
(Restated

and Revised (Revised
$ 14¢€ $ (13)
15¢ 15E
20 17
3 25
6 (84)
(45) (40
25 17&
29 52
(262) (569
80 (287
(42 (14%)
11 264
5 8
(100 (137)
— (7)
17 (8
(109) (28
(93 (20%)

3 —
(12%) (519
71€ 1,07¢
$ 501 $ 564





