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Navistar International Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statement-(Continued)

(Unaudited)
Non-
Navistar, Guarantor
NIC Inc. Subsidiaries
(in millions) (Restated) (Restated (Restated)
Condensed Consolidating Statement of Operations fahe
Nine Months Ended July 31, 2008
Sales and revenues, ne $ — $ 5,567 $  9,74¢
Costs of products so — 5,05z 8,052
All other operating expenses (incon (62) 1,151 697
Total costs and expense (62 6,20/ 8,74¢
Equity in income (loss) of ni-consolidated affiliate 41€ 962 61
Income (loss) before income t 48C 32t 1,06(
Income tax benefit (expens 3 1 (17)
Net income (loss $ 477 $ 32€ $ 1,04
Non-
Navistar, Guarantor
NIC Inc. Subsidiaries
(Restated
(in millions) and Revised (Restated (Restated)
Condensed Consolidating Balance Sheet as of July,:
2008
Assets
Cash, cash equivalents, and marketable sectL $ 304 $ 43 $ 1,03¢
Finance and other receivables, — 28¢ 5,011
Inventories — 61E 1,14(C
Goodwill — — 37¢
Property and equipment, r — 794 1,17:
Investments in and advances to -consolidated affiliate (2,049 3,81¢ 21E
Deferred taxes, nt 1 18 12¢
Other 21 204 443
Total assets $ (1,729 $ 5,77¢ $ 9,52/
Liabilities, redeemable equity securities and stodkolders’
equity (deficit)
Debt $ 1,34¢ $ 337 $ 5,081
Postretirement benefits liabiliti¢ — 1,062 15¢
Amounts due to (from) affiliate (4,07¢) 5,74: (1,719
Other liabilities 1,19¢ 1,02% 2,00¢
Total liabilities (2,539 8,16¢ 5,53¢
Redeemable equity securitie 14& — —
Stockholders equity (deficit) (330 (2,39]) 3,99(
Total liabilities, redeemable equity securities anc
stockholders’ equity (deficit) $ (1,729 $ 5,77¢ $ 9,52/

29

Eliminations
and Other Consolidatec
(Restated) (Restated)
$ (4,46)) $ 10,85¢
(4,390 8,71¢
(80) 1,70€
(4,470 10,42:
(1,379 63
(1,369 49¢
— 19
$ (1,369 $ 477
Eliminations
and Other Consolidatec
(Restated
(Restated) and Revised
$ = $ 1,38
(5) 5,29¢
(63) 1,692
— 37¢
(4) 1,96¢
(1,805) 177
— 147
— 66€&
$ (1,87)) $ 11,70:
$ (23) $ 653¢
— 1,22(
48 —
(95) 4,13¢
(27€) 11,88
— 14¢F
(1,599 (330
$ (1,879 $ 11,70:
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Navistar International Corporation and Subsidiaries
Notes to Condensed Consolidated Financial Statement-(Continued)

(Unaudited)
Non- Eliminations
Navistar, Guarantor
NIC Inc. Subsidiaries and Other Consolidatec
(Restated (Restated (Restated (Restated (Restated
(in millions) and Revised and Revised and Revised and Revised and Revised
Condensed Consolidating Statement of Cash Flov
for the Nine Months Ended July 31, 2008
Net cash provided by (used in) operation $  (12) $ (149 $ 861 $ 80 $ 67¢
Cash flow from investment activities
Net change in restricted cash and cash equive 1 7 (27¢€) — (26%)
Net increase in marketable securi 22 — — — 22
Capital expenditure — (20) (154) — (174
Other investing activitie 2 (29 28 22 28
Net cash provided by (used in) investment activitie 9 (37 (402) 22 (42€)
Cash flow from financing activities
Net borrowings (repayments) of de — 16¢ (374) (164) (369)
Other financing activitie 26 — (62 62 26
Net cash provided by (used in) financing activitie 26 16¢ (43€) (102 (343
Effect of exchange rate changes on cash and ce
equivalents — — (8) — (8)
Cash and cash equivalent
Increase (decrease) during the pe (209 (10 15 — (99)
At beginning of the perio 391 47 33¢ — 7717
Cash and cash equivalents at end of the peric $ 287 $ 37 $ 354 $ = $ 67¢
Non- Eliminations
Navistar, Guarantor
NIC Inc. Subsidiaries and Other Consolidatec
(in millions)
Condensed Consolidating Statement of Operatior
for the Three Months Ended July 31, 2007
Sales and revenues, ne $ — $ 1,62t $  2,29¢ $ (969 $ 2,95¢
Costs of products so — 1,431 1,94: (94¢€) 2,42¢
All other operating expenses (incon (25 40z 203 (36) 54k
Total costs and expense (25) 1,83¢ 2,14¢ (982) 2,97:
Equity in income (loss) of n-consolidated affiliate (29 12¢ 19 (97 22
Income (loss) before income t (@) (80) 172 (83) 5
Income tax benefit (expens — 4 (13) — (9
Net income (loss $ (4 $ 76 $ 15¢ $ (83) $ (4)
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Navistar International Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statement-(Continued)

(in millions)

Condensed Consolidating Statement of Operations fahe
Nine Months Ended July 31, 2007

Sales and revenues, n¢

Costs of products so

All other operating expenses (incon

Total costs and expense

Equity in income (loss) of ni-consolidated affiliate

Income (loss) before income t

Income tax benefit (expens

Net income (loss

(in millions)

Condensed Consolidating Balance Sheet as of Octolit,
2007

Assets

Cash, cash equivalents, and marketable sect

Finance and other receivables,

Inventories

Goodwiill

Property and equipment, r

Investments in and advances to -consolidated affiliate

Deferred taxes, nt

Other

Total assets

Liabilities, redeemable equity securities and stodiolders’
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,

NIC Inc.
$ — $ 5,35¢
— 4,821
(39) 1,161
(39) 5,987
(58) 447
(19 (184)

2 J—
$ @@ $ (1849
Navistar,

NIC Inc.

(Revised

$ 39€ $ 6c
— 17¢
— 56C
— 88¢
(2,507) 2,62¢
1 18
26 204
$(2,080) $ 4,53¢
$ 1,34¢ $ 39C
— 1,17(C
(3,279 4,90(
581 1,157
(1,346 7,617
14C —
(874) (3,087
$(2,080) $4,53¢

31

Non-
Guarantor
Subsidiaries

$  6,95¢
5,82¢
641
6,47(

55

544

(30)

$ 514

Non-
Guarantor
Subsidiaries

$ 74€
5,25¢
91C

358

1,19¢
14¢

131

442

$ 9,18t

$ 537t
157
(1,657
2,307
6,18z

3,001

$ 9,18t

Eliminations
and Other Consolidatec
$ (3,220 $ 9,09/
(3,145 7,50¢
(129 1,64(
(3,26¢) 9,14¢
(376) 62
(330 11
— (28)
$ (330 $ 17
Eliminations
and Other Consolidatec
(Revised)
$ = $ 1,202
(13) 5,41¢
(58) 1,412
— 35¢
2 2,08¢
(11€) 154
— 15C
— 672
$ (189 $ 11,44¢
$ (229 $ 6,881
— 1,327
29 —
(71) 3,97¢
(271) 12,18:
— 14C
82 (874)
$ (18¢) $ 11,44¢
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Navistar International Corporation and Subsidiaries
Notes to Condensed Consolidated Financial Statement-(Continued)

(Unaudited)
Navistar, Non- Eliminations
Guarantor
NIC Inc. Subsidiaries and Other Consolidatec

(in millions) (Revised (Revised (Revised) (Revised) (Revised)
Condensed Consolidating Statement of Cas

Flows for the Nine Months Ended July 31,

2007
Net cash provided by (used in) operation $ (600) $ (649 $ 81t $ 51€ $ 82
Cash flow from investment activities
Net change in restricted cash and cash equive — 29 40 — 69
Net decrease in marketable securi 104 — 27 — 131
Capital expenditure — (65) (167) — (232
Other investing activitie 3 28 12 (13 30
Net cash provided by (used in) investmer

activities 107 (8 (88 (13 2
Cash flow from financing activities
Net borrowings (repayments) of de (78) 77¢ (505) (778 (583
Other financing activitie — — (279 27E —
Net cash provided by (used in) financing

activities (78 77¢ (780 (503 (589
Effect of exchange rate changes on cash and ci

equivalents — — 20 — 20
Cash and cash equivalent
Increase (decrease) during the pe (571) 121 (33) — (483)
At beginning of the perio 814 20 323 — 1,157
Cash and cash equivalents at end of the peric $ 242 $ 141 $ 29C $ — $ 674

19. Restatement and revision of previously issue@edensed consolidated financial statements
Restatement

On December 23, 2008, the management of NIC, Wighconcurrence of the audit committee of our Badidirectors, concluded that
NIC’s previously issued condensed consolidated firdrstatements as of and for the three and ninetmsarided July 31, 2008 should be
restated to correct errors related to inventoaespunts receivable, accounts payable, sales affatnred products, net and costs of products
sold in our Truck segment. The errors primarilyutesd from not appropriately accounting for matepidce variances, freight variances, and
excess and obsolete inventory reserves. In additi@ne were errors related to cut off of inventaegeipts and timing of revenue recognition.
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Navistar International Corporation and Subsidiaries

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

The following tables reflect the effects of thetadsment on (i) the finance and other receivalite®ntories, accounts payable, other
current liabilities, and accumulated deficit as pamed to amounts previously reported in the codat#d balance sheet and (i) the sales of
manufactured products, net, costs of products swold,earnings as compared to amounts previoustytezpin the consolidated statements of
operations:

Increase (Decrease
(in millions, except per share data)

Consolidated Balance Sheet as of July 31, 20

Finance and other receivab $ 3
Inventories 14¢
Accounts payabl 99
Other current liabilitie: 3
Accumulated defici 43
Increase (Decrease)
Three Months Endec Nine Months Endec
July 31, 2008 July 31, 2008

Condensed Consolidated Statements of Earning
Sales of manufactured products, $ (3 $ (3)
Costs of products so (63) 47
Other income, ne Q) D
Income tax expens 2 2
Net income (loss 59 43
Basic earnings (loss) per shi $ 0.8: $ 0.62
Diluted earnings (loss) per she $ 0.7¢ $ 0.6C
Revisions

We revised our previously reported consolidatecihes sheets as of July 31, 2008 and October 3%, 20five effects to recording stock
options as redeemable equity securities, which baes classified as mezzanine equity. The redeeneajoiity securities were previously
included incommon stock and additional paid in capitalStockholders’ deficit In June 2007 we amended the terms of then-oulistgustock
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 S@sirthe amended stock options’ intrinsic values stidiave been re-
measured at the modification date and should haee becorded @&edeemable equity securitieshich are classified as mezzanine equity on
the consolidated balance sheet. To record the afneparted 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 condenseddalidated statements of cash flows for the nipatis ended July 31, 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$ &sly 31, 2008 and 2007 or on our
consolidated statements of operations for the tAngenine months ended July 31, 2008 and 2007.
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Notes to Condensed Consolidated Financial Statement-(Continued)
(Unaudited)

Navistar International Corporation and Subsidiaries

Consolidated Statements of Operations Impacts
The following table sets forth the effects of testatement on the consolidated statements of dpesdbr the three and nine months

ended July 31, 2008:

(in millions, except per share data

Sales and revenue

Sales of manufactured products,

Finance revenue

Sales and revenues, 1

Costs and expense

Costs of products so

Selling, general and administrative
expense:

Engineering and product
development cos!

Interest expens

Other income, ne

Total costs and expens

Equity in income of no-
consolidated affiliate

Income before income te

Income tax expens

Net income (loss,

Basic earnings (loss) per shar

Diluted earnings (loss) per shar¢

Weighted average shares
outstanding

Basic

Diluted

Three Months Ended

Nine Months Ended

July 31, 2008 July 31, 2008

As Previously As Previously
Reported Restatement As Restate( Reported Restatement As Restate(
$ 3,87¢ $ (3) $ 3,87¢ $ 10,59: $ 3 $ 10,58¢
75 — 75 265 — 26E
3,95¢ ©) 3,951 10,85’ [©) 10,85¢
3,11¢ (63) 3,052 8,76: (47) 8,71t
38¢€ — 38¢€ 1,071 — 1,071
10€ — 10¢€ 28¢ — 28¢
88 — 88 357 — 357
(5) 1) (6) (10) @) (12)
3,69: (64) 3,62¢ 10,46¢ (49) 10,42:
18 — 18 63 — 63
28C 61 341 451 45 49¢€
___(® @ (10 (17 @ @9
$ 272 $ 59 $ 331 $ 434 $ 43 $ 4717
$ 3.8t $ 0.8¢ $ 4.6¢ $ 6.1¢€ $ 0.62 $ 6.7¢
$ 3.6¢€ $ 0.7¢ $ 447 $ 5.92 $ 0.6C $ 6.52
70.€ — 70.€ 70.t — 70.t
74.C — 74.C 73.2 — 73.2
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Navistar International Corporation and Subsidiaries

Notes to Condensed Consolidated Financial Statement-(Continued)

(Unaudited)

Consolidated Balance Sheet Impacts

The following table sets forth the effects of testatements and revisions on the July 31, 2008tidated balance sheet:

As Previously

Reported

(in millions)
ASSETS
Current assetl
Cash and cash equivale $ 67¢
Marketable securitie 18
Finance and other receivables (net of allowancéo&ses of $74 3,051
Inventories 1,544
Deferred taxes, nt 11€
Other current asse 171
Total current asse 5,57¢
Restricted cash and cash equivalt 687
Finance and other receivables (net of allowancéofses of $28 2,24¢
Investments in and advances to -consolidated affiliate 177
Property and equipment (net of accumulated degieniand amortization ¢

$2,347) 1,96:
Goodwill 37¢
Intangible assets (net of accumulated amortizaifdpi7 1) 272
Pension asse 14Z
Deferred taxes, nt 31
Other noncurrent asse 81
Total assets $ 11,557
LIABILITIES, REDEEMABLE EQUITY SECURITIES AND

STOCKHOLDERS' DEFICIT
Liabilities
Current liabilities
Notes payable and current maturities of l-term debi $ 803
Accounts payabl 2,04¢
Other current liabilitie: 1,22t
Total current liabilities 4,07
Long-term debt 5,73(
Postretirement benefits liabiliti¢ 1,22(
Other noncurrent liabilitie 75€
Total liabilities 11,78t
Redeemable equity securitie —
Stockholders deficit (228
Total liabilities, redeemable equity securities andgtockholders deficit $ 11,557

35

Restatements an

Revisions

$ —

e
14€

As Restate(

and Revise(

$ 67¢€
18

3,04¢
1,692
11€

171

5,72:
687
2,24¢
177

1,96:
37¢
273
142

31
81

$ 11,70:

$ 802
2,14¢
1,22¢
4,17¢
5,73(
1,22(

75¢
11,88’
145

(330)

$ 11,70:
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Navistar International Corporation and Subsidiaries
Notes to Condensed Consolidated Financial Statement-(Continued)
(Unaudited)
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
nine months ended July 31, 2008 and 2007:

Nine Months Ended Nine Months Ended
July 31, 2008 July 31, 2007
As As
Previously Restatements an Restated an( Previously As Restate(
Reported Revisions Revised Reported Revision: and Revise(
(in millions)
Net cash provided by operatil
activities $ 647 $ 31 $ 67¢ $ 67 $ 15 $ 82
Net cash used in investing activiti (437) 11 (42¢€) (12 10 2
Net cash used in financing activiti (33¢) @) (343) (592) 9 (583)
Effect of exchange rate changes on
cash and cash equivalel 27 (35) (8) 54 (39 20
Decrease in cash and cash equival (99) — (99 (483) — (483)
Cash and cash equivalents at
beginning of perioc 777 — 771 1,157 — 1,157
Cash and cash equivalents at end ¢
the perioc $ 67¢ $ = $ 67¢ $ 674 $ — $ 674

For the nine months ended July 31, 20@&, cash provided by operating activitiesludes a $43 million increase to net income and a
offsetting $43 million decrease to changes in ottemets and liabilities related to the restateradpustments 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,ihtiaipate,” “intend,” “plan,” “estimate,” or simileexpressions. These statements are not
guarantees of performance or results and theywevatks, uncertainties, and assumptions. FortAdudescription of these factors, see
Item 1A. Risk Factors in PART Il of this Form 10a@d Item 1A. Risk Factors included within our FatfK for the year ended October 31,
2007, which was filed on May 29, 2008. Although bedieve that these forward-looking statements aset on reasonable assumptions, there
are many factors that could affect our actual faialresults or results of operations and couldseaactual results to differ materially from th
in the forward-looking statements.

Management’s Discussion and Analysis of Financ@hdition and Results of Operations (“MD&A”) is dgeied 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” @eaif 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 resuldperfations and financial condition as a whole, lamd 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 Gpes
» Liquidity and Capital Resourct
» Other Informatior
. Critical Accounting Policie:
. New Accounting Pronouncemer

Executive Summary

We are an international manufacturer of Internatidmmand commercial trucks, IC brand buses, Maxg&and MWM brand diesel
engines, WCC brand chassis for motor homes andvatep Navistar Defense military vehicles, andavigler of service parts for all makes of
trucks and trailers. Additionally, we are a privédbel designer and manufacturer of diesel endimethe pickup truck, van, and SUV markets.
We also provide retail, wholesale, and lease fimgnof our trucks, and financing for our wholesatzounts and selected retail accounts
receivable. We operate in four industry segmentscK, Engine, Parts (referred to as our “manufactusegments”), and Financial Services.
Corporate contains those items that do not fit aupfour segments. Selected financial data foheagment can be found in Note S&gment
reporting, to the accompanying condensed consolidated fiabstatements.

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 classésdigh 8, including school buses. Sales fromiforéocations are considered rest of world
(“ROW?”) sales, which allows us to expand our sales
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while leveraging existing resources. The U.S., @&arg and ROW markets are typically cyclical inuratbut in certain years they have also
been impacted by accelerated purchases of trupks-guy”) in anticipation of higher prices due tader emissions standards imposed by
various domestic and foreign federal regulatorynages, as was particularly evident throughout th®.ih 2006. In turn, the U.S. market has
experienced corresponding periods of delayed pgeshaf trucks during the last three quarters o720@ into 2008. In addition, beginning in
2008, the inefficient credit markets and the chmglag economic environment in the U.S. began tcaichgustomer purchases, further
decreasing demand for new trucks. To minimize tiygsict of the “traditional” markets cyclicality, ooontinuing strategy incorporates further
growth in U.S. military sales, our Parts segmend, an increased presence in “expansion” markets asithe non-U.S. military, recreational
vehicle, commercial step-van, and export markets.Have placed emphasis on building strategic aliarand joint ventures to strengthen and
expand into existing and global economies. In @adjtwithin the “traditional” markets, we continteefocus on market share expansion to
further mitigate the impact of “traditional” marketolatility. Furthermore, we continue to focusiomproving the cost structure in our Truck
and Engine segments while delivering products siintition and evaluating opportunities to contain legacy costs, utilize our deferred tax
assets, and return to a more conventional capitaitsre.

In December of 2007, we entered into a non-bindiggnorandum of understanding with GM to purchastateassets, intellectual
property, and distribution rights for the GMC anle@rolet class 4 through 8 truck business, as agetelated GM service parts business. Due
to significant marketplace and economic changedave mutually decided not to renew the non-binaimgmorandum of understanding,
which has expired.

We experienced a decline in unit volumes in bothThuck and Engine segments during the nine moartiogh ended July 31, 2008,
compared to the same period in 2007 despite apaserin unit volumes within the Truck segment lierthird quarter of 2008, primarily due
growth in U.S. military units. Worldwide Truck segnt units invoiced to customers were 27,000 (arease of 9.8%) and 73,500 (a decrease
of 15.1%) for the quarter and the nine month peended July 31, 2008, respectively, compared tcdinee three month and nine month
periods in 2007. Total Engine segment units wer80®(a decrease of 26.7%) and 267,600 (a decoéds8%) during the third quarter and
yea-to-date 2008, respectively, which compares to 2@Band 307,000 in the same periods of 2007, pilyrduwe to a decrease in Ford'’s
production requirements. During the third quarte2@08, to match Ford’s production schedules, thgilke segment’s Indianapolis plant laid
off over 400 employees. A prolonged reduction indpdemand for our engines or the early termimationon-renewal of our agreement with
Ford could have a material impact on our finanpaition, results of operations, or cash flows.

During the quarter ended July 31, 2008, the “tradél” truck retail industry, as well as the healyty pickup market, remained
depressed, which is reflected in the 62,700 retats sold during this period compared to 63,30iswsold in the third quarter of 2007. Total
“traditional” truck industry units sold during tméne month period ended July 31, 2008 amounte®190D0 compared to 255,300 units for the
same nine month period in 2007. The depressed isatles retail truck industry and heavy duty digsiek-up truck market decreased our total
engine volumes in the third quarter of 2008 butengartially offset by volume growth with OEMs ottthan Ford.

Despite the continuation of the downturn experienteoughout the “traditional” truck markets duritinge third quarter of 2008, we
attained consolidated net sales and revenuesdaruhrter and the nine month period ended Jul2@a8 of $4.0 billion and $10.9 billion,
respectively, which compares with $3.0 billion &1 billion for the same respective periods in20Browth in our U.S. military sales, the
introduction of new products, competitive pricirtgasegies, and an increase in sales in our ROW etsdontributed to overall sales and
revenue growth during the third quarter and yeadete 2008 compared to the same periods in 20&..rvilitary sales included in our
consolidated net sales and revenues were $1.@rbdlnd $2.8 billion in the third quarter and yemdate 2008, respectively, compared to $59
million and $166 million for the comparable periad2007.
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Excluding the $42 million net gain from the settEmhand curtailment of one plan that was recognimebe first quarter of 2008, we
recognized income of $2 million and $5 million the third quarter and year-to-date periods endgd31ly 2008, compared to an expense of
$29 million and $88 million for the same period2B07. This benefit resulted from better than eigrbceturn on assets and a significant
reduction in the projected benefit obligation résgl from fully insuring our Medicare eligible polation in our largest postretirement medical
plan.

Included in the change in our results were profeesdi consulting, and auditing expenses of $33anilin the third quarter of 2008 as
compared to expense of $54 million in the sameopdri 2007. Included in the change in our resuktsanthe following significant items in the
yearto-date ended July 31, 2008: non-cash mark to etatkarge on our interest rate swap agreemen#0offilion during the nine months
ended July 31, 2008 as compared to a benefit ofii®n in the same period in 2007, a $42 milli@duction in postretirement expense due to
a net settlement and curtailment gain due to cleimgeur UAW agreement, professional, consultimgl auditing expenses of $138 million in
the nine months ended July 31, 2008 as comparexipenses of $140 million in the same period in 2@0id debt refinancing and restructur
costs of $31 million that did not recur in the ninenths ended July 31, 2008.

For the quarter and nine month period ended Jul28Qa8, we realized net income of $331 million &4d@7 million, respectively,
compared to net losses of $4 million and $17 millior the respective periods in 2007. Our dilutachengs per share were $4.47 for the qui
ended July 31, 2008 compared to a diluted lossipare of $0.05 for the same period in 2007. Ourtelil earnings per share were $6.52 for the
nine month period ended July 31, 2008 compareddituted loss per share of $0.24 for the same geér@007. During the third quarter and
yea-to-date 2008, we incurred an expense of $10 millind $19 million, respectively, for state, locaid foreign income taxes.

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

Three Months Ended Nine Months Ended
July 31, July 31,

2008 2007 2008 2007
(in millions, except per share data (Restated (Restated
Sales and revenues, 1 $ 3,951 $ 2,95¢ $10,85¢ $9,09¢
Total costs and expens 3,62¢ 2,97: 10,42 9,14
Equity in income of nc-consolidated affiliate 18 22 63 62
Income before income te 341 5 49€ 11
Net income (loss 331 4 a77 17)
Diluted earnings (loss) per shz 4.47 (0.05) 6.52 (0.29

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 nine montiegended July 31, 2008 and 2007, as
prepared in accordance with U.S. GAAP for interinahcial information.
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Results of Operations

(in millions, except per share data and percentagehange)
Sales and revenues, 1

Costs of products so

Selling, general and administrative exper
Engineering and product development ci
Interest expens

Other income, ne

Total costs and expens

Equity in income of nc-consolidated affiliate
Income before income te

Income tax expens

Net income (loss

Diluted earnings (loss) per sh

(in millions, except per share data and percentagehange)
Sales and revenues, 1

Costs of products so

Selling, general and administrative exper
Engineering and product development ci
Interest expens

Other income, ne

Total costs and expens

Equity in income of na-consolidated affiliate
Income before income te

Income tax expens

Net income (loss

Diluted earnings (loss) per she

N.M. Not meaningful

Net Sales and Revent

Our net sales and revenues are comprised of tloaviab:

(in millions, except percentage change)

Sales of manufactured products, — U.S. and Canad

Sales of manufactured products, - ROW

Total sales of manufactured products,
Finance revenue

Sales and revenues, 1
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Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(Restated’
$ 3,951 $ 2,95¢ $ 99t 33.7
3,052 2,42¢ 624 25.7
38¢€ 36¢ 18 4.9
10€& 86 22 25.€
88 125 (37) (29.6)
(6) (34) 28 (82.4)
3,62¢ 2,97: 655 22.C
18 22 (4) (18.2)
341 5 33€ N.M.
(10) 9) 1) 11.1
$ 331 $ (@ $ 33t N.M.
$ 4.47 $ (0.0 $452 N.M.
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(Restated’
$10,85¢ $9,09¢ $1,76( 19.4
8,71t 7,50¢% 1,21( 16.1
1,071 1,01( 61 6.C
28¢ 284 5 1.8
357 367 (10) 2.7
(12) (21) 10 (47.6)
10,42: 9,14t 1,27€ 14.C
63 62 1 1.6
49¢€ 11 48t N.M.
(19) (28) 9 (32.1)
$ 477 $ (17 $ 49 N.M.
$ 6.5z $(0.2) $6.7€ N.M.
Three Months Ended Percentagt
July 31,
2008 2007 Change Change
$ 3,152 $2,29: $ 85¢ 37.5
724 55¢ 16E 29.t
3,87¢ 2,85: 1,02¢ 35.¢
75 104 (29) (27.9)
$ 3,957 $ 2,95¢ $ 99t 33.7




Table of Contents

Nine Months Ended Percentage
July 31,

2008 2007 Change Change
(in millions, except percentage change)
Sales of manufactured products, — U.S. and Canad $ 8,71¢ $7,29¢ $1,42:¢ 19.5
Sales of manufactured products, - ROW 1,87(C 1,50¢ 364 24.2
Total sales of manufactured products, 10,58¢ 8,80z 1,787 20.3
Finance revenue 265 292 (27) (9.2
Sales and revenues, 1 $10,85¢ $9,09¢ $1,76(C 19.4

Our Truck segment was our largest segment as neghBunet sales and revenues, representing 73.8%&0% of total consolidated r
sales and revenues for the third quarter of 20082807, respectively, and 69.3% and 63.3% of tmabkolidated net sales and revenues for the
nine month period ended July 31, 2008 and 200pertively. Net sales and revenues increased willisnsegment by $1.2 billion or 70.2%
during the third quarter of 2008 as compared tcstimae period in 2007. Net sales and revenues seaday $1.8 billion or 30.5% for the nine
month period ended July 31, 2008 as compared tedime period in 2007. Contributing to the increéaseet sales and revenues were the
combination of growth in our U.S. military salelsetsuccess of our ProStar products, and ROW salefsvehich offsets weakness in our
“traditional” school bus, Class 6 and 7 medium ksyjand Class 8 heavy trucks markets. While ouresbfretail deliveries by “traditional”
truck class fluctuated in 2008 and 2007, the Tegment’s bus, Class 6 and 7 medium and ClasseBessgrvice trucks continue to lead their
markets with the greatest relative retail marketratin each of their classes by brand.

Our Engine segment was our second largest segmeet sales and revenues with $808 million and BRibn in the third quarter and
yea-to-date 2008 that compares with $971 million aBd$illion for the same respective periods in 2dDie to the decrease in demand for
heavy duty pickup trucks, engine units shippeddafn North America during the quarter ended Bily2008 decreased by 40,900 units or
68.3% compared to the prior year quarter ended3LY007, and the nine months ended July 31, #@8Based by 56,300 units or 34.1% as
compared to the nine month period ended July 307 20he Engine segment was able to partially mtigighe third quarter 2008 reduction in
shipments to Ford North America through growth oMM shipments of 10.9% or 3,600 units as compardtiésame period in 2007.
Intersegment sales began to recover in the thiedtguof 2008 primarily due to shipments to theltreegment for sales to the U.S. military.

Our Parts segment grew net sales 9.6% and 11.3B& iquarter and nine month period ended July 308 28 compared to the same
respective periods in 2007. This increase was piliyndue to growth in our U.S. military sales amdproved pricing.

Our Financial Services segment net revenues dedin®8.6% and 17.2% in the third quarter and yeatate 2008 as compared to the
same respective periods in 2007. Revenue for tlee tiind nine month periods ended July 31, 2004ded higher levels of revenue related to
the financing of dealer inventory. In the three aimte month periods ended July 31, 2008, there wesheced financing opportunities resulting
from fewer purchases of vehicles and componentsateduced customer demand, which we attributégber interest rates, current
tightening of the credit markets, and increasedalifuel prices.
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Costs and Expenses
The following tables summarize the key componehBasts of products sotd

Three Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change) (Restated
Costs of products sold, excluding items presenéparsmtely belov $ 3,00¢ $ 2,36¢ $ 63E 26.¢
Postretirement benefits expense allocated to cdsteoducts sol 1 11 (10 (90.9)
Product warranty cos 47 48 (D (2.2)
Total costs of products so $ 3,052 $ 2,42¢ $ 624 25.7
Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change) (Restated
Costs of products sold, excluding items presenéparsmtely belov $ 8,57( $ 7,312 $1,25¢ 17.2
Postretirement benefits expense allocated to cdstroducts sol 11 35 (24) (68.€)
Product warranty cos 134 15¢€ (24) (15.2)
Total costs of products so $ 8,71t $ 7,50¢ $1,21(C 16.1

Costs of products soldcreased 25.7% and 16.1% for the quarter andmireth period ended July 31, 2008, respectivelygoaspared t
the same respective periods in 2007. As a percemfiget sales of manufactured produ€tssts of products soldecreased to 78.7% and
82.3% for the quarter and nine month period endéd31, 2008 from 85.1% and 85.3% for the sameeetype periods in 2007. Product
warranty costs, including extended warranty progcasts and net of vendor recoveries (“product weyraosts”), were $47 million and $134
million for the third quarter and year-to-date 2pf8spectively, and $48 million and $158 milliom fbe comparable periods of 2007.
Postretirement benefits expense include@asts of products soldnclusive of company 401(k) contributions, wasrfillion and $11 million
for the quarter and nine month period ended Ju)y2808 that compares with $11 million and $35 millior the same respective periods in
2007. Apart from product warranty costs and posénetent benefits expens€psts of products solas a percentage of net sales of
manufactured products decreased to 77.5% and 8@u8itg the third quarter and year-date 2008 from 83.1% for both of the same respe
periods in 2007. The decrease in costs of prodiaitsas a percentage of net sales of manufactuoelligts between the quarters and the nine
month periods ended July 31, 2008 and 2007 wasapitindue to increased sales to the U.S. militargt 80 a lesser extent sales of ProStar
vehicles and improved pricing offsetting the impaficlower volumes and the associated decline imaipey efficiency. The decrease in cost:
products sold as a percentage of net sales of metuwéd products in the three month and nine mpettods ended July 31, 2008, as comp
to the same respective periods in 2007, primaedults from elimination of supplier and deliverynstraints, resolution of change order
contracts, and deferring certain costs associatbdWS. military contracts not finalized at thedeof the period.

Product warranty costs decreased by $1 milliorttferthree months ended July 31, 2008 and by $3#bmfbr the nine month period
ended July 31, 2008 as compared to the same resppetiods in 2007. The decrease in product wayraosts for the three and nine months
ended July 31, 2008 as compared to the same resppetiod in 2007 was primarily the result of lowelumes, lower per unit costs, and the
impact of changes to pre-existing warranties pértafset by an increase in extended warranty paiogcosts. During the third quarter and
yea-to-date 2008, we incurred $6 million and $10 roiiliof warranty expense associated with adjustnterjse-existing warranties compared
to a nominal amount and $25 million in expensettiersame respective periods in 2007. These adjnssmeflect changes in our estimate of
warranty costs for sales recognized in prior yaasociated with products at the Truck and Engigensats attributed to eliminating or
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rectifying warranty related issues earlier in theduct life cycle. For more information regardingguct warranty costs, see NoteSmmary
of significant accounting policiesy the accompanying condensed consolidated finbsteitements.

Our direct material costs have been impacted bystrg-wide increases in commodity and fuel prieeisich affected all of our
manufacturing operations. We believe our costdedlto steel, precious metals, resins, and petmojeoducts increased by $22 million during
the quarter ended July 31, 2008 and $42 millio gear-todate basis. However, we believe we generally haes lable to mitigate the effe
by our efforts to reduce costs through a combimadifodesign changes, material substitution, altéreaupplier resourcing, global sourcing,
and price performance. We expect our direct mdteoists will increase or decrease in price as tbbay demand for these commodities
change.

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

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Selling, general and administrative expenses, ekufuitems presented separately
below $ 24¢ $ 21t $ 33 15.2
Professional consulting and auditing fi 33 54 (22) (38.9
Postretirement benefits expense allocated to geljaneral and administrative
expense: 3 21 (18 N.M.
Dealcor expense 45 70 (25) (35.9)
Incentive compensation and pr-sharing 23 — 23 N.M.
Provision for losses on receivab 34 8 26 N.M.
Total selling, general and administrative expet $ 38€ $ 36¢ $ 18 4.9
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Selling, general and administrative expenses, ekoduitems presented separat
below $ 68¢ $ 57¢ $ 11C 19.C
Professional consulting and auditing fi 13¢€ 14C 2 (1.9
Postretirement benefits (income) expense allodatsdlling, general ar
administrative expenst (42) 62 (103) N.M.
Dealcor expense 165 207 (42 (20.9)
Incentive compensation and pr--sharing 68 — 68 N.M.
Provision for losses on receivab 52 22 30 136.4
Total selling, general and administrative expet $ 1,071 $1,01( $ 61 6.C

Selling, general and administrative expenasunted to $386 million and $1.1 billion for theagter and nine month period ended
July 31, 2008, respectively, that compares to $888on and $1.0 billion 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 decre&elling, general and administrative expenisethe period of acquisitions and disposals. Pionigor losses on
receivables is primarily driven by our Financiah8ees segment. We provide for certain lossesedl&d the potential repossession and
liquidation of collateral underlying finance recables with dealers and retail customers. We haper@énced an increase in repossessions and
delinquencies due to the weakness in the
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trucking economy coupled with the sub-prime mortgegsis resulting in an increase in our providimnlosses on receivables. Our ratio of
Selling, general and administrative expenteret sales and revenues decreased by 2.6 pegegraats to 9.8% for the quarter ended July 31,
2008 as compared to 12.4% for the same period0.Zhhis ratio ofSelling, general and administrative expenass percentage of net sales
and revenues decreased by 1.2 percentage po@t@%ofor the nine month period ended July 31, 2€f/8pared to 11.1% for the same period
in 2007. After separating the effects of profesalpoonsulting, and auditing fees, postretirememtdfits (income) expense, Dealcor expenses,
incentive compensation and profit sharing, and isiown for losses on receivabl&elling, general and administrative expenags percentage
of net sales and revenues decreased from 7.3%gdinénquarter ended July 31, 2007 to 6.3% for #meesperiod in 2008 and decreased from
6.4% for the nine month period ended July 31, 2006.3% for the same period in 2008. The remaiuliffgrences that impacteselling,

general and administrative expenwere increases in hew business development, ltig&xpenses, and overhead and infrastructure
enhancements in support of the company’s growtfatiies. It is not uncommon f@elling, general and administrative expenags
percentage of net sales to increase in periodswd#r sales and to decrease in periods of highessal

Engineering and product development castseased by 25.6% during the third quarter of 2808 by 1.8% during the nine month pe:
ended July 31, 2008 as compared to the same regppetiods in 2007Engineering and product development costse primarily incurred b
our Truck and Engine segments for product innovadind cost reduction, and to provide our customéfsproduct and fuel-usage
efficiencies.Engineering and product development castsirred at our Engine segment increased $21 mitio50.0% and $19 million or
13.4% during the third quarter and year-to-dateB208spectively, as compared to the same respgmiveds in 2007. This increase in costs is
a result of our efforts to develop 2010 emissiooisyaliant engines, new engine products, and MWM HEuremission-compliant engines.
Engineering and product development cidncurred at the Truck segment were $45 million $088 million for the third quarter and year-to-
date 2008, which compares to the $41 million an82hillion incurred in the same respective periofi2007, and relate primarily to the
further development of our ProStar class 8 long-track. In addition, the Truck segment also inedrcosts, to a lesser extent, in 2007 related
to the development and roll-out of our 2007 emissioompliant products and the development of theelStar class 8 tractor.

The following tables present the amounts of pasém@ient benefits (income) expenses allocated betwests of products sold, Selling,
general and administrative expens, andEngineering and product development costs

Three Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Postretirement benefits expense includec
Cost of products sol $ 1 $ 11 $ (10 (90.9)
Selling, general and administrative exper 3 21 (18) (85.7)
Engineering and product development ci 1 3 (2) (66.7)
Total postretirement benefits expel $ 5 $ 35 $ (30 (85.7)
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Postretirement benefits (income) expense include
Cost of products sol $ 1 $ 35 $ (24) (68.€)
Selling, general and administrative expenses (ireRrpens! (47) 62 (103) N.M.
Engineering and product development c 2 9 (7) (77.9)
Total postretirement benefits (income) expe $ (298 $ 10€ $(1349) N.M.

44



Table of Contents

Total postretirement benefits (income) expenseuthes defined benefit plans (pensions and post-egmy@nt benefits primarily health
and life insurance) and defined contribution plét@l (k) contributions for active employees) as desd in Note 8Postretirement benefits)
the accompanying condensed consolidated finanteigdraents.

We recognized income related to our postretirerbentfits from defined benefit plans of $2 millionthe third quarter of 2008 compa
to an expense of $29 million for the same perioddA7. The $31 million reduction in defined benpfdn expense resulted from better than
expected return on assets and a significant reztugtithe projected benefit obligation resultingrfr 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 third quarter of 2008 compared td$8illion for the same period in 2007. Additionalthe growth in the asset base from the
better than expected asset returns during 200Theeelffect of increasing the expected return on pksets in 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 Notdé8stretirement benefitty the accompanying conden:
consolidated financial statements for further infation on postretirement benefits.

We recognized income related to our postretirerhentfits from defined benefit plans of $47 milliorthe nine months ended July 31,
2008 compared to an expense of $88 million forsn@e period in 2007. On December 16, 2007, therityagd company employees
represented by the UAW voted to ratify a new canttiaat will run through September 30, 2010. Amtimg changes from the prior contract
was the cessation of annual lump sum paymenthttthbeen made to certain retirees. We previouslguatted for these payments as a defined
benefit plan based on the historical substanchefihderlying arrangement. The elimination of theggments and other changes resulted in a
net settlement and curtailment of the plan resglitmincome of $42 million during the three monémled January 31, 2008.

Excluding the effects of the plan settlement andlaglment described above, postretirement benefitsme from defined benefit plans
was $5 million in the nine months ended July 3080 he $93 million reduction in defined benefaplexpense resulted from better than
expected returns and a significant reduction inpitegected benefit obligation resulting from fullysuring our Medicare eligible population in
our largest postretirement medical plan. Each e$¢hactions took place in 2007 and represent \asafiom 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. Amoitinadf the loss pool for pension and health andavelplans was $10 million for the nine
months ended July 31, 2008 compared to $61 mifbothe same period in 2007. Additionally, the gtown the asset base from the better than
expected returns during 2007 had the effect okiasing the expected return on plan assets in 20@8Her component of postretirement
benefits (income) expense). The expected retuplamassets for pension and health and welfaresftarthe nine months ended July 31, 2
was $294 million compared to $250 million for treere period in 2007. See NoteRRystretirement benefitsof the condensed consolidated
financial statements for further information on fpesrement benefits.

Postretirement benefits expense resulting frondéfemed contribution plans was $7 million and $6liom for the three months ended
July 31, 2008 and 2007, respectively, and $19 omilind $18 million for the nine months ended JulyZ)08 and 2007, respectively.
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The following tables represent the componentsitadrest expense

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Manufacturing operations de $ 31 $ 51 $ (20 (39.9)
Financial Services operations d 56 75 (19 (25.9)
Non-cash mark to market charge (income) on our inteets
swaps agreemen 1 () 2 N.M.
Total Interest expens $ 88 $ 12t $ (37 (29.6)
Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Manufacturing operations de $ 114 $ 147 $ (33 (22.49)
Financial Services operations di 203 222 (19) (8.6)
Non-cash mark to market charge (income) on our inteeds
swaps agreemen 40 2 42 N.M.
Total Interest expens $ 357 $ 367 $ (10 (2.7

The overall decrease in the three month periodeéddly 31, 2008, compared to the same period if7 28@s primarily due to a decrease
in interest rates and lower debt balances. Theativdcrease for the nine month period ended JU)\2808, compared to the same period in
2007, was primarily due to a decrease in interssrand lower debt balances at the Financial S&=rgegment partially offset by non-cash
mark to market adjustments in our interest ratepsagreements in the Financial Services segmentmBoe information, see Note 1Debt,
included in the Annual Report on Form 10-K for 2@0id see Note 1Ejnancial instruments to the accompanying condensed consolidated
financial statements.

Other income, neamounted to $6 million and $11 million for the gearand nine month period ended July 31, 2008 ectsgely, and
compares with $34 million and $21 million of othiecome for the quarter and nine month period erlieygl 31, 2007, respectively. The
primary drivers irOther income, newere foreign exchange gain and interest incomeeiforexchange gain decreased by $17 million and $24
million during the third quarter and year-to-dateled July 31, 2008, as compared to the same par@f07, respectively. Interest income
decreased by $6 million and $12 million during thied quarter and year-tdate ended July 31, 2008, respectively, as comparsame perioc
in 2007. In addition, included i@ther income, ndbr the nine month period ended July 31, 2007 v&isrsillion of expense related to the et
extinguishment of debt, which did not recur in Haene comparable period in 2008.

Equity in income of nc-consolidated affiliates

Income and losses reportediquity in income of non-consolidated affiliat® derived from our ownership interest in BDP, Baiid
fourteen other partially-owned affiliates. We rejear$18 million and $63 million of income for theagter and nine month period ended
July 31, 2008 as compared to $22 million and $8#anifor the quarter and nine month period endelg 31, 2007 with a majority of the
income throughout these periods being derived flB@®. For more information, see NotelByestments in and advances to non-consolidated
affiliates, to the accompanying condensed consolidated fiabstatements.

Income tax expens

Income tax expenserimarily consisting of foreign taxes, was $10liom and $19 million for the third quarter and y¢a-date 2008 as
compared to $9 million and $28 million for the ccemable periods in 2007. Our
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income tax expense each quarter is affected bpwsiitems, including deferred tax asset valuatlmwances, research and development
credits, Medicare reimbursements, and other it&kfeshave $1.0 billion of U.S. federal net operatlmgges as of October 31, 2007. We are
to offset our current U.S. federal taxable inconith whese net operating losses, which should résultinimal U.S. federal income tax cash
payments. For additional information, see Notth@pme taxesto the accompanying condensed consolidated fiabstatements.

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

For the quarter and nine month period ended Jul23Q28, we recorded net income of $331 million $4@7 million, respectively, which
compares to net losses of $4 million and $17 nrilfior the quarter and nine month period ended 3Wy2007, respectively. Diluted earnings
per share for the quarter and nine month perioé@ddly 31, 2008 were $4.47 and $6.52, respectiealgulated on 74.0 and 73.3 million
shares, respectively. For the quarter and nine Impetiod ended July 31, 2007, our diluted lossspare was $0.05 and $0.24, respectively,
calculated on 70.3 million shares for both peridoituted shares reflect the impact of common stoygkions in 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, gedes from the Parts segment to the Truck segrspetifically our Dealcors, are recorded as
intersegment sales, which are eliminated withinrffooate and Eliminations.” Previously, such saleseaeliminated within the Truck
segment external sales and revenues. As such, the PattSrack segments sales and revenues in the amoUd&2 million and $187 millio
for the three months and nine months ended Julg@17, respectively, have been restated to confortime 2008 presentation. The following
sections analyze operating results as they redadet four industry segments.

Truck Segment
The following tables summarize our Truck segmefitiancial and key operating results:

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Segment sale $ 2,91¢ $ 1,71¢ $1,20¢4 70.2
Segment profi 417 7 41C N.M.
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Segment sale $7,51¢ $5,76( $1,75¢ 30.t
Segment profi 63t 132 503 N.M.
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Chargeouts are defined by management as truckbakatbeen invoiced to customers with units heldeialer inventory primarily

representing the difference between retail delegand chargeouts. The following tables reflectahargeouts in units:

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
“Traditional ” Markets (U.S. and Canada
School buse 2,70C 3,20 (500 (15.6)
Class 6 and 7 medium truc 5,80( 5,60(C 20C 3.6
Class 8 heavy truck 4,50( 2,60(C 1,90( 73.1
Class 8 severe service trucks 5,10( 3,90( 1,20( 30.¢
Sut-total combined class 8 truc 9,60( 6,50( 3,10( 47.7
Total “ Traditional ” Markets 18,10( 15,30( 2,80( 18.c
Total “ Expansior” Markets 8,90( 9,30( (400) 4.3
Total Worldwide Units 27,00( 24,60( 2,40( 9.8
(A) Includes 1,800 and 400 units in the three montdgéduly 31, 2008 and 2007, respectively, relaidd.8. military contracts
Nine Months Ended Percentage
July 31,
2008 2007 Change Change
“Traditional " Markets (U.S. and Canada;
School buse 9,10(C 10,70( (1,600 (15.0
Class 6 and 7 medium truc 15,80( 22,10( (6,300 (28.5)
Class 8 heavy truck 11,00( 14,10( (3,100 (22.0
Class 8 severe service trudks 14,20( 11,80( 2,40(C 20.2
Sut-total combined class 8 truc 25,20( 25,90( (700) (2.7
Total “ Traditional ” Markets 50,10( 58,70( (8,600 (14.7)
Total “Expansior” Markets 23,40( 27,90( (4,500 (16.1)
Total Worldwide Units 73,50( 86,60( (13,100 (15.7)
(B) Includes 5,100 and 1,100 units in the nine montided July 31, 2008 and 2007, respectively, reladdd S. military contracts
Truck segment sales
Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Truck segment sales of manufactured products— U.S. and Canad $ 2,55¢ $ 1,41t $1,14¢ 80.¢
Truck segment sales of manufactured products— ROW 36C 30C 60 20.C
Total truck segment sales of manufactured produoet $ 2,91¢ $ 1,71 $1,20¢ 70.2
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Truck segment sales of manufactured products— U.S. and Canad $ 6,59( $ 4,89: $1,697 34.7
Truck segment sales of manufactured products— ROW 92¢ 867 62 7.2
Total truck segment sales of manufactured produett $ 7,51¢ $ 5,76( $1,75¢ 30.5
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During the three months and nine months ended3ILIY008, the Truck segmesntiet sales increased from the same respectivedgdr
2007 primarily due to sales growth in U.S. militaBroStar, and a slight increase in ROW.

We observed that the “traditional” markets begaaxperience a downturn at the end of our first grasf 2007 and continued into 2008.
Strongly influencing this downturn was a combinataf the industry-wide increase in demand for viglsicontaining the pre-2007 emissions-
compliant engines ahead of the implementationraftst engine emissions requirements and a chalgrgconomic environment. Strength in
our U.S. military sales, partially offset by theakaess across the industry, are the key drivetseichange in sales between our third quarter
and year-to-date 2008 and 2007 results. “Traditiomarket retail deliveries for the three and nmenths ended July 31, 2008 and 2007 are
categorized by relevant class in the tables beldwe. Truck segment “traditional” retail units sofetreased by 1,800 units or 10.5% and
decreased by 11,700 units or 18.0% during the thietter and year-to-date 2008, as compared to pan@s in 2007, respectively.

The following tables summarize industry retail delies, in the “traditional” truck markets in the3J and Canada, in units, according to
Wards Communications and A.C.T. Research Compao@, LACT"):

Three Months Ended Percentagt
July 31,
2008 2007 Change Change

“Traditional " Markets (U.S. and Canada;
School buse 5,60(C 5,40( 20C 3.7
Class 6 and 7 medium truc 15,30( 18,60 (3,300 17.7)
Class 8 heavy truck 26,40( 24,90( 1,50( 6.C
Class 8 severe service truc 15,40( 14,40( 1,00( 6.9
Sut-total combined class 8 truc 41,80( 39,30( 2,50(C 6.4
Total “Traditional ” Truck Markets 62,70( 63,30( (600) (0.9
Nine Months Ended Percentage

July 31,
2008 2007 Change Change

“Traditional ” Markets (U.S. and Canada
School buse 16,80C 17,90C (1,100 (6.2)
Class 6 and 7 medium truc 46,20C 68,400 (22,200 (32.5)
Class 8 heavy truck 75,10C 119,500 (44,400 (37.2)
Class 8 severe service truc 42,90 49,50( (6,600 (13.9)
Sut-total combined class 8 truc 118,00C 169,000 (51,000 (30.29)
Total “Traditional ” Truck Markets 181,00C 255,300 (74,300 (29.7)
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The following tables summarize our retail delivemgrket share percentages based on market-wideriafmm from Wards
Communications and ACT:

Three Months Ended

July 31,
2008 2007

“Traditional ” Markets (U.S. and Canada
School buse 48.2 59.2
Class 6 and 7 medium truc 39.2 34.£
Class 8 heavy truck 18.¢ 15.3
Class 8 severe service truc 34.£ 26.£

Suk-total combined class 8 truc 24.¢ 19.:
Total “Traditional " Truck Markets 30.2 27.2
Impact of excluding U.S. military deliveries

Class 8 severe service trucks, exclusive of U.8tami deliveries 25.7 24.:

Sut-total combined class 8 trucks, exclusive of U.Sitamy deliveries 21.c 18.F
Total “ Traditional ” Truck Markets, exclusive of U.S. military deliveries 28.2 26.7

Nine Months Ended
July 31,
2008 2007

“Traditional " Markets (U.S. and Canada;
School buse 54.2 59.¢
Class 6 and 7 medium truc 35.¢ 35.2
Class 8 heavy truck 16.€ 14.¢
Class 8 severe service truc 35.2 25.¢

Suk-total combined class 8 truc 23.2 17.¢
Total “Traditional ” Truck Markets 29.2 25t
Impact of excluding U.S. military deliveries

Class 8 severe service trucks, exclusive of U.8tamj deliveries 26.t 24.2

Sut-total combined class 8 trucks, exclusive of U.Sitany deliveries 19.¢ 17.2
Total “Traditional ” Truck Markets, exclusive of U.S. military deliveries 27.L 25.1

For the three months and nine months ended Jul@®18, our school bus, class 6 and 7 medium clesksevere service brands all led
their markets with the greatest retail market slaeach of their categories. Our continuing stygtis to maintain and grow these market share
positions at our required margins while aggresgipelrsuing market share gains in the heavy trucketathe category in which we have the
lowest market share. We continue to demonstratéomgrterm commitment to the heavy truck markebtigh our 2008 introduction of the
LoneStar class 8 long-haul truck.

Our market share in the school bus class was 48¥54.2% for the three months and nine monthscedaly 31, 2008, respectively,
and 59.3% and 59.8% for the same respective peind2307. Market share in the school bus classmttlover the reporting period as a result
of competitive pricing strategies and our desiredbhect for the intrinsic value of our product. Welieve the school bus market share will
return to our normalized share due to our recdessegreement with the largest student transpontatbmpany. Market share in class 6 and 7
medium increased to 39.2% from 34.4% during theelthuarter of 2008 compared to the respective guart2007 and increased slightly
during the nine months period ended July 31, 20@Bthe same respective period in 2007. We have &lglerto mitigate the impact of new
entrants into this class and discount program#unest by our competitors due to our brand valug extensive dealer network. Our class 8
heavy truck market share rose by 3.6 and 2.0 p&xgerpoints for the three months and nine montldseduly 31, 2008, respectively,
compared to the same periods in 2007, due to emgagement in this class with new models, re-astadil scale, and increased supplier
relationships. Our severe service class markeeshar
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increased 8.0 and 9.3 percentage points durinthttlequarter and year-to-date 2008, respectivadycompared to the three months and nine
months ended July 31, 2007, despite the industwntlorn in residential and non-residential constargtprimarily due to an increase in U.S.
military sales.

Net chargeouts declined during the third quarteryear-to-date 2008 in our “expansion” markets wbempared to the same respective
periods in 2007. The “expansion” markets includexide, international export, non-U.S. military, reational vehicle, commercial step-van,
and other truck and bus classes. Products sudtedotv-Cab Forward vehicle, class 4 and 5 small &od our recreational vehicle products,
as well as our entrance into the military markettdbuted to incremental sales within these quarieiaddition to our “traditional” markets. It
is our goal to continue to diversify into thesearsion” markets in future periods. The Mexicarkrmarket increased 8.9% and decreased
5.3% in the three months and nine months ended31yl2008, respectively, compared to the same cdgpegeriods in 2007. Our Mexican
truck market share was 36.1% and 22.3% for thetersaended July 31, 2008 and 2007, respectivety 38mM% and 31.3% for the nine months
ended July 31, 2008 and 2007, respectively.

Truck segment costs and expenses

Three Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change) (Restated
Costs of products sold, excluding items presentparsmtely belov $ 2,251 $ 1,481 $ 77C 52.C
Postretirement benefits expenses allocated to ocbgtoducts solt 5 9 4 (44.9
Product warranty cos 35 36 (D (2.8
Total costs of products so $ 2,291 $ 1,52¢ $ 76E 50.1
Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change) (Restated
Costs of products sold, excluding items presentparmtely belov $ 6,157 $ 4,89¢ $1,25¢ 25.7
Postretirement benefits expenses allocated to ocbgtoducts solt 14 27 (13 (48.7)
Product warranty cos 94 107 (13) (12.2)
Total costs of products so $ 6,26 $ 5,032 $1,23: 24.F

Our Costs of products solas a percentage of net sales of manufactured piodacreased to 78.5% and 83.3% in the third quant
yearto-date 2008, respectively, from 89.0% and 87.4#ing the same respective periods in 2007. Progdaatanty costs are included @osts
of products sold We generally offer one- to five-year warranty emge for our trucks, although the terms and camditcan vary. Product
warranty costs at the Truck segment were 1.5% o€k segment’s costs of products sold for both iheet months and nine months ended
July 31, 2008, respectively, compared to 2.4% afélo2of Truck segment’s costs of products sold liersame respective periods in 2007. We
accrue warranty related costs under standard wgrtamnms and for claims that we may choose to pagni effort to strengthen and grow
relationships with our customer base even thouglmenot contractually obligated to do so (“outpoficy”). Our warranty costs declined
primarily as a result of a reduction in truck shgmts and quality improvements for the nine monttiopeended July 31, 2008, as compared to
the same respective period in 2007. In additioguality improvements, we achieved reductions inlévels of adjustments related to pre-
existing warranties of $6 million and $18 millionrihg the third quarter and year-to-date 2008, ranidiced levels of out-of-policy claims have
allowed us to mitigate our warranty cost for thiedlguarter and year-to-date 2008. @osts of products solas a percentage of net sales of
manufactured products, exclusive of product wayransts and postretirement benefits expenses, alsnleby 9.2 percentage points for the
third quarter of 2008 compared to the same pericDD7 primarily due to
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increased sales in U.S. military and ProStar vebjdmproved pricing and operating efficiency. @asts of products solas a percentage of

net sales of manufactured products, exclusive adpet warranty costs and postretirement benefgerese, decreased by 3.1 percentage points
for the year-todate period ended July 31, 2008 compared to the gemiod in 2007 primarily due to sales in U.S.itaiy and ProStar vehicle
improved pricing mitigating the impact of lower uohes and the associated decline in operating efiiigi. The decrease in costs of products
sold as a percentage of net sales of manufactucstligts in the three month and nine month periodiee July 31, 2008, as compared to the
same respective periods in 2007, results from aktivn of supplier and delivery constraints, redotuof change order contracts, and defer
certain costs associated with U.S. military cortgaot finalized at the end of the period.

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Selling, general and administrative expenses, ekduitems presented separately
below $ 104 $ 84 $ 20 23.¢
Postretirement benefits expense allocated to gelljaneral and administrati
expense: — 2 2 (100.0)
Dealcor selling, general and administrative expge 45 70 (25) (35.7)
Provision for losses on receivab 10 3 7 233.:
Total selling, general and administrative expel $ 15¢ $ 15¢ $— —
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Selling, general and administrative expenses, eiaduitems presented separately
below $ 282 $ 23¢ $ 43 18.C
Postretirement benefits expense allocated to gelljaneral and administrati
expense: — 6 (6) (100.0
Dealcor selling, general and administrative expge 165 207 (42 (20.9)
Provision for losses on receivab 13 8 5 62.5
Total selling, general and administrative expel $ 46C $ 46C $ — —

The Truck segment'Selling, general and administrative expenaemunted to $159 million and $460 million for bdile three months
and nine months ended July 31, 2008 and 2007, ctégply. Dealcor'sSelling, general and administrative expendesreased primarily due to
dispositions and changes in ownership compositfddealcors and expenses related to the decreasdda volumes. Our relative ratio of
Selling, general and administrative expenteset sales and revenues, exclusive of postregineimenefits expense, Dealcor expenses and
provision for losses on receivables decreasedoth 3rom 4.9% for the three month periods ended 3ly2008 and 2007, respectively, but
decreased to 3.7% compared to 4.1% for the ningmpeTiods ended July 31, 2008 and 2007, respégtiSelling, general and administrative
expensegxclusive of items presented separately aboveah®iruck segment include expenses primarily attable to new business
development and additional segment overhead anakinficture enhancements in support of sales Bctivi

For the three month and nine month periods endigd3dy 2008, the Truck segmenEngineering and product development costs
approximated $45 million and $128 million, respeely, which compares to $41 million and $132 millifor the same respective periods in
2007. Approximately half of our total consolidatédgineering and product development cagése incurred at the Truck segment during the
three months and nine months ended July 31, 2002007, respectively. During this time, our top elepmental priority was establishing our
ProStar and LoneStar class 8 long-haul trucks adeveloping our emissions-compliant
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vehicles, both of which required significant labwraterial, outside engineering, and prototype tmplBesides innovation, we also focus
resources on continuously improving our existingdorcts as a means of streamlining our manufactymiogess, minimizing warranty costs,
and providing our customers with product and fusdge efficiencies.

Truck segment profit

The Truck segment increased profitability for theader and nine month period ended July 31, 200844 million and $503 million,
respectively, to $417 million and $635 million, pestively, compared to $7 million and $132 millifam the comparable periods in 2007. This
increase in profitability for the three months amide months ended July 31, 2008 was primarilylaiteble to growth in our sales in U.S.
military and ProStar vehicles, new truck pricingfpemance, and improved operational efficiencies.

Engine Segmen

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

(in millions)
Segment sale
Segment profi

Sales data (in units):

Ford sale:

Other OEM sale- U.S. and Canad
Other OEM sale— ROW
Intercompany sale

Total sales

(in millions)
Segment sale
Segment profi

Sales data (in units):

Ford sale:

Other OEM sale—U.S. and Canad
Other OEM sale—- ROW
Intercompany sale

Total sales

Three Months Ended

July 31,
2008 2007 Change
$  80¢ $ 971 $ (169
5 65 (60)
25,20( 65,40( (40,200
4,80( 1,60( 3,20(
30,30( 27,50( 2,80(
19,00( 13,70( 5,30(C
79,30( 108,20( (28,900
Nine Months Ended
July 31,
2008 2007 Change
$ 2,53¢ $ 2,57 $ (39
90 71 19
127,50( 181,60( (54,100
10,80( 7,10C 3,70C
81,70( 69,40( 12,30(
47,60( 48,90( (1,300
267,60( 307,00( (39,400
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Percentagt

Change

(16.5)
(92.9)

(61.5)
200.(
10.2
38.7
(26.7)

Percentag¢

Change

(1.5)
26.€

(29.6)
52.1
17.7
2.7)
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Engine segment sal

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions, except percentage change
Engine segment sales of manufactured product— U.S. and Canad $ 472 $ 73t $(269) (35.§)
Engine segment sales of manufactured product— ROW 33€ 23€ 10C 42.4
Total engine segment sales of manufactured progduet $ 80¢ $ 971 $(169) (16.€)
Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Engine segment sales of manufactured product— U.S. and Canad $ 1,667 $ 1,997 $(330) (16.5)
Engine segment sales of manufactured product— ROW 86€ 57E 291 50.€
Total engine segment sales of manufactured proguoet $ 2,53 $ 2,572 $ (39 (1.5)

The Engine segment continues to be our secondstasggment as measured in net sales and reveapessenting 20.4% and 23.3% of
total consolidated net sales and revenues fomttee tmonths and nine months ended July 31, 208@8ectvely, compared to 32.8% and 28.3%
of total consolidated net sales and revenues tséime respective periods in 2007. The Engine ssigemperienced a decrease in net sales for
the three months and nine months ended July 3B @6pared to the same respective periods in 200 primary drivers in the decrease in
revenues for the three months and nine months ehdg®1, 2008 compared to the same respectivegrein 2007 were decreased product
volumes in the U.S. and Canada, primarily Ford,&ad partially offset by increased ROW volumes amgroved pricing. Sales of engines to
Ford represented 31.8% and 47.6% of our unit volfonéhe third quarter and year-to-date 2008, repely, compared to 60.4% and 59.2%

of our unit volume for the same respective period2007.

Sales to non-Ford customers, including intercomsalgs, increased approximately 11,300 and 14,@@6 during the third quarter and

year-to-date 2008 compared to the same respectived=einc2007 largely attributed to the increase intB&merican volumes and

improvements in certain categories of the Trucksag.

Engine segment costs and expet

Three Months Ended

July 31,
2008 2007 Change
(in millions, except percentage change
Costs of products sold, excluding items presentpasmtely belov $ 72t $ 847 $(122)
Postretirement benefits (income) expenses allodatedsts of products so D 5 (6)
Product warranty cos 13 11 2
Total costs of products so $ 737 $ 868 $(12€)
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Change

(14.9
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18.2
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Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Costs of products sold, excluding items presenéparsmtely belov $ 2,25¢ $2,29¢ $ (40 .7
Postretirement benefits expenses allocated to ocbgtoducts solt — 15 (15) N.M.
Product warranty cos 39 52 (13) (25.0)
Total costs of products so $ 2,29¢ $ 2,36¢ $ (68) (2.9

For the three months ended July 31, 2@D&sts of products solak a percentage of net sales of manufactured poohereased to 91.2%
compared to 88.9% for the same period in 2007, gmilgnattributable to the lower production volunmaewd the corresponding loss of operatis
efficiencies, temporary layoffs at our Indianapgliant and partially offset by increased selling@s. For the nine months ended July 31, 2
Costs of products solas a percentage of net sales of manufactured podacreased to 90.7% compared to 92.0% for the gemiod in 200°
as a result of improved manufacturing performangetd the change over in production to the 200%siom-compliant engines and increased
selling prices. A significant driver of the decreas Costs of products soldr the three month and nine month period endeg 31 2008
compared to the same respective periods in 2007awaguction in the shipments of engines to Fortiglly offset by an increase in
commodity costs, primarily steel and precious net@hd diesel fuel prices.

The decrease in Ford shipments was due to a reduotthe production of heavy duty pickup truckdlttoy Ford that contain diesel
engines. As a result of the reduction in shipmemtsord, the Engine segment’s Indianapolis plaiat ¢éf over 400 employees during the third
quarter of 2008 to match Fosdproduction schedules. This resulted in recoggiaim accrual of $10 million for employee benefytdt expens
within the third quarter of 2008 i@osts of products soldA prolonged reduction in Ford’s demand for ougiers or the early termination or
non-renewal of our agreement with Ford could hawgagerial impact on our financial position, resulfoperations, or cash flows.

Product warranty costs for the three months and minnths ended July 31, 2008 approximated 1.8%d &t of the Engine segment’s
cost of product sold compared to 1.3% and 2.2%®fHngine segment’s cost of product sold for tieeseespective periods of 2007. The
increase in the three months ended July 31, 208@upt warranty costs, as compared to 2007, wasapitirattributable to shipments to other
OEM customers, intercompany sales, and adjustntermsrease the accrual for pre-existing warrartt¢aling $8 million. The decrease in the
nine months ended July 31, 2008 in product warraasts, as compared to 2007, at the Engine segmaenattributable to a combination of
lower per unit costs and adjustments to increaseadicrual for pre-existing warranties in 2007 coragdo 2008. The Engine segment’s
changes in pre-existing warranty were due to chaingeur estimates of warranty costs for produetd s prior years. Progressive
improvements in per unit product warranty costsensdso achieved by focusing on controlling theatwlity and quality of our emissions-
compliant engines as evidenced by the level of dipgnincurred during previous quarters and periwsiilsin Engineering and product
development costgCosts are accrued per unit based on expecteamigrclaims that incorporate historical informateomd forward
assumptions about the nature, frequency, and ave@gj of warranty claims.

Selling, general and administrative expensesirred during the third quarter and nine monthqeeended July 31, 2008 were $44 mill
and $105 million, respectively, and compared to B8#ion and $90 million for the comparable peridd2007 and increased primarily due to
litigation expenses.

Engineering and product development castsirred during the third quarter and nine monthiqueended July 31, 2008 were $63 million
and $161 million, respectively, and compare to SdHion and $142 million for the comparable periad2007. The Engine segment’s
Engineering and product development carepresented approximately half of our total cortsikdEngineering and product development ¢
for the third quarter and year-to-date in both 2808 2007. Our top developmental priorities focudusther design changes to our diesel
engines, the development of our MaxxForce Big-Borgines, and on new products to meet the requirenoéthe 2010 emissions regulations.
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Equity in income of nc-consolidated affiliates

The Engine segment has made substantial investrimevasious affiliated entities and joint ventur@fie most significant Engine segm
joint venture in terms of income is BDP. We accdontthese entities using the equity method of aating, and our percentage share of
income associated with these affiliates amounteg2million and $66 million for the third quartand year-to-date 2008 and compares to
$18 million and $55 million for the same respecipeziods in 2007.

Engine segment prof

As a result of the above items, the Engine segmesaignized a profit of $5 million and $90 millicarfthe three months and nine months
ended July 31, 2008 that compares to a profit &fi&élion and $71 million for the same respectiveripds in 2007.

Parts Segmen
The following tables summarize our Parts segmédiméncial results:

Three Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions)
Segment sale $ 444 $ 40t $ 39 9.€
Segment profi 51 43 8 18.¢
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions)
Segment sale $ 1,28 $ 1,15 $ 13C 11.2
Segment profi 15€ 12C 36 30.C

Parts segment sale

For the three month and nine month periods endigd31y 2008, the Parts segment revenue growth wagdmarily to an increase in
new U.S. military sales and improved pricing. Tlet® segment’s revenues are primarily driven byut& and Canadian markets.

Parts segment prof

Selling, general and administrative expenae®unted to $43 million and $122 million for thegd and nine months ended July 31, 2
respectively, compared to $40 and $119 for theethmenths and nine months ended July 31, 2007,cteply. The Parts segment’s relative
ratio of Selling, general and administrative expenteeset sales and revenues were approximately 9rvb® &% for the quarter and nine
months ended July 31, 2008, respectively, compar&d% and 10.3% for the comparable periods irv200

During the three month and nine month periods eddéd31, 2008, a large portion of our increasprufitability was due to volume
growth primarily with the U.S. military while coritdng ourSelling, general and administrative expenses
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Financial Services Segment
The following tables summarize this segment’s feiahresults:

Three Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions)
Segment revenus $ 95 $ 138 $ (38) (28.€)
Segment profi D 40 (42) N.M.
Nine Months Ended Percentagt
July 31,
2008 2007 Change Change
(in millions)
Segment revenu $ 32¢ $ 39€¢ $ (69) (17.2)
Segment profit (loss @) 124 (131) N.M.

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 securitizationrme. Our Financial Services revenues are priyneoinposed of retail and finance lease
revenues of $93 million and $308 million for theed months and nine months ended July 31, 2008ec#sely, and compares with
$114 million and $334 million for the comparableipds in 2007. In addition, securitization incomeluded in our Financial Services rever
was $2 million and $20 million for the three mon#rgl nine months ended July 31, 2008, respectigely,compares with $19 million and
$62 million for the comparable periods in 2007. Hieancial Services segment revenues declined gitiim third quarter and year-tizte 200
compared to the same periods in 2007 due to lowterdst rates on receivables, lower average badanteeceivables, and fewer originations.
The decline in revenues was primarily due to aelse in financing of dealer inventory and a redudith customer financing opportunities of
purchases for vehicles and components due to tfieudti credit environment and historically highediel fuel prices.

The Financial Services segment also receives sttereome from the Truck and Parts segments rglatifinancing 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 providedéyruck and Parts segments was
$20 million and $63 million for the three monthslarine months ended July 31, 2008, respectively,campares with $29 million and
$104 million for the comparable periods in 2007.

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

Three Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change
Interest expense related to d $ 56 75 (29 (25.9)
Non-cash mark to market charge (income) on our inteegstswaps agreemel 1 $ (1) $ 2 N.M.
Total interest expens $ 57 $ 74 $ (17 (23.0)
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Nine Months Ended Percentage
July 31,
2008 2007 Change Change
(in millions, except percentage change)
Interest expense related to d $ 20¢ 222 (19) (8.6)
Non-cash mark to market charge (income) on our inteegstswaps agreemel 40 $ 2 $ 42 N.M.
Total interest expens $ 24: $ 22C $ 23 10.t

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 interederexposure 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 intestes from October 31, 2007 to July 31, 2008 rédueiired periodic mark to market of the
derivative financial instruments resulted in a marsh charge of $1 million and $40 million in ounsolidated statements of operations for the
third quarter and the year-to-date ended July B@82respectively, compared to a benefit of $1iariland $2 million in the same periods in
2007. While these derivative instruments providevith an economic hedge of the expected futuredstecash flows associated with the
secured borrowings, they do not qualify for hedgeoanting under FASB Statement No. 188counting for Derivative Instruments and
Hedging Activitiesthus the non-cash charge (gain). Further movementérest rates could change the mark to markastadents of the fair
values of the derivatives in future periods.

Repossessions and delinquencies increased dugrtithl quarter and year-to-date 2008 comparelddsame respective periods in 2007
driven primarily by weakness in the underlying fimg economy, which is currently impacting our alecustomer portfolio. Decreases in
tonnage hauled, suppressed freight rates driveaxbgss capacity, increased fuel costs, and th@soie mortgage market crisis have all
contributed to the distress of our customers. Weide for certain losses related to the potengpbssession and liquidation of collateral
underlying finance receivables with dealers andilretistomers. During the third quarter and yeaddte 2008, our provision for losses on
receivables was increased by $13 million and $1Bamj respectively, when compared to the sameeetipe periods in 2007.

In addition to the above items, we experienced margmpression, a reduction in the net interest spread between our financing rates
and the cost of our borrowings, due to the challepgredit market and timing of customer financammpared to our funding of the related
debt. The Financial Services segment recognizedsadf $1 million and $7 million for the three miesiand nine months ended July 31, 2008
that compares to a profit of $40 million and $12dlian for the same respective periods in 2007.

Liquidity and Capital Resources
Cash Requirements

We generate cash flow primarily from the sale o€tks, diesel engines, and parts. In addition, wegge cash flow from product
financing provided to our dealers and retail cusistby the Financial Services segment. It is oumiop 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 collectionslmdutstanding receivables portfolios as well asi$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 suffisieatces of financing to support our business pdaduly 31, 2008 our manufacturing
operations had a total of $339 million availablele@ncommitted credit facilities that mature in 2012
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Sources and Uses of Ca

Nine Months Ended

July 31,
2008 2007

(in millions)

Net cash provided by operating activit $ 67¢ $ 82
Net cash used in investing activiti (42¢€) 2
Net cash used in financing activiti (349) (58¢
Effect of exchange rate changes on cash and casraénts (8 20
Decrease in cash and cash equival (99) (483)
Cash and cash equivalents at beginning of pe 777 1,157
Cash and cash equivalents at end of the pi $ 67¢ $ 674

Cash Flow from Operating Activities

Cash provided by operating activities was $678iamlfor the nine months ended July 31, 2008 compaiieh cash provided by operati
activities of $82 million for the nine months endhdy 31, 2007. The increase in cash provided lgrating activities for the nine months
ended July 31, 2008 compared with the same peni@®07 was due primarily to higher net income apasitive change in net working
capital. The changes in net income and net workapital were primarily attributed to growth in auilitary and export business, primarily
related to Mine-Resistant Ambush Protected vehielssvell as better pricing performance as a redulie introduction of our ProStar
products. Net income for the nine months ended 3L)y2008 was $477 million compared with net los$X¥ million for the nine months
ended July 31, 2007.

Cash paid for interest, net of amounts capitalizeas $310 million for the nine months ended JulyZID8 versus $383 million for the
nine months ended July 31, 2007. The decrease weprimarily to lower average interest rates ameelodebt balances for the nine months of
2008 compared with the nine months of 2007. Dutirggnine months of 2008, $162 million was paiddertain fees associated with the
ongoing consulting and other professional servietged to the preparation of our public filing datents and documentation and assessment
of internal control over financial reporting. Casid during the nine months of 2008 for income saxet of refunds, was $17 million lower
than the nine months of 2007 due to decreased iadorforeign jurisdictions.

Cash Flow from Investing Activities

Cash used in investing activities was $426 milfionthe nine months ended July 31, 2008 compardi mét cash used in investing
activities of $2 million for the nine months endidy 31, 2007. The increase in cash used in invgstctivities for the nine months of 2008
compared with the nine months of 2007 was due piiyn@ an increase in net purchases of marketabtirities and a net increase in restri
cash and cash equivalents for the nine months @8 20mpared with a net decrease in restricted @adltash equivalents for the nine months
of 2007. The net increase in restricted cash asld equivalents for the nine months of 2008 compuasidtthe same period in 2007 resulted
from timing of transactions at one of our finandatvices subsidiaries. At the end of July 2008, shbsidiary’s assets were all restricted cash
equivalents rather than a combination of restrictesh, notes receivable, and leases receivable.

Cash Flow from Financing Activities

Cash flow used in financing activities was $343lioril and $583 million for the nine months ended/R4, 2008 and 2007, respectively.
The decrease in cash used in financing activibeshe nine months of 2008 compared with the nioatims of 2007 was due primarily to an
increase in the net payments on securitized detairafinancial services operations.
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Credit Markets

In the late summer and early fall of 2007, theffitial markets began a correction and period ofittigitening precipitated by large
losses in the sub-prime mortgage market that bled imto other sectors of the market. The effe€this 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 borrowiteg 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, westfaates and make judgments and assumptions fltore events that affect the reported
amounts of assets, liabilities, revenue, experasebsthe related disclosures. Our assumptions, astnand judgments are based on historical
experience, current trends, and other factors weuseare relevant at the time we prepare our coseld consolidated financial statements. Our
significant accounting policies and critical accting estimates are consistent with those desciibb&tbte 1,Summary of significant account|
policies, accompanying the condensed consolidated finas@gments and the MD&A section of our 2007 AnrRgbort on Form 10-K.

There are no significant changes in our applicatibour critical accounting policies in the nine mios ended July 31, 2008 with the exception
of the adoption of FASB Interpretation No. 48, agHer described in Note fhcome taxesto the accompanying condensed consolidated
financial statements.

To aid in fully understanding and evaluating oyparted results, we have identified the following@uanting 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

e Contingent Liabilities

e Product Warrant'

e 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 openagior 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. 16Noncontrolling
Interests in Consolidated Financial Statem—
An Amendment of ARB No.

FASB Statement No. 141(FBusines:
Combinations

Emerging Issues Task Force Issue N¢-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 ~ We are evaluating the potential impact, if
December 15, 2008 and interim periods  any.

within those fiscal years. Our effective date is

November 1, 200¢

Effective for fiscal years and interim report When effective, we will comply with the
periods beginning after November 15, 2008disclosure provisions of this Statement.
Our effective date is February 1, 20

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

December 15, 2008. Our effective date is

November 1, 200¢

Applies prospectively to busine We will adopt this Statement or
combinations for which the acquisition dat prospective basis.

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¢

Effective for financial statements issued  We are evaluating the potential impac
fiscal years beginning after December 15, any.
2007. Our effective date is November 1, 2
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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 fiss We are evaluating the potential impact, if
for Financial Assets and Financial Liabilitie year beginning after November 15, 2007 any. We have not determined whether to

we adopt the Fair Value Option, our effectivadopt the fair value option.
date is November 1, 200

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 expde market risk since October 31, 2007. Fohkrinformation, see Note 1Bair
value of financial instrumengnd Note 11Financial instrumentsto the accompanying condensed consolidated fiabstatements, and
Item 7A. of our Annual Report on Form 10-K for thear ended October 31, 2007.

Item 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 wighghrticipation 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, meeeé, summarized and reported within the time gergpecified in the SEC’s rules and
forms, and that such information is accumulated @rdmunicated to management, including our Chiefdtxive Officer and Chief Financial
Officer, to allow timely decisions regarding readrdisclosures.

As previously disclosed under “Item 9A — Contratsld@rocedures” in our Annual Report on Form 10-Ktlfe fiscal year ended
October 31, 2007 and “ltem 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 ovearficial reporting was not effective because ofetkistence of material weaknesses in
internal control over financial reporting. Basedtbase material weaknesses, which we view as agral part of our disclosure controls and
procedures, our Chief Executive Officer and ChiefRcial Officer concluded that, as of the quaeteded July 31, 2008, our disclosure
controls and procedures were not effective. In ection with the restatement discussed above iexp&anatory note to this Form 10-Q/A and
in Note 19 to the accompanying unaudited condensadolidated financial statements we reevaluatediisalosure controls and procedures
and our Chief Executive Officer and Chief Finan€dficer have confirmed their conclusion that, &she quarter ended July 31, 2008, our
disclosure controls and procedures were not effechievertheless, based on a number of factorsidimgy 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 fio@hposition, results of operations and cash
flows for the periods presented in conformity wBAAP.

62



Table of Contents

Changes in Internal Control over Financial Reportin
As of the quarter ended July 31, 2008, we completatediation of the following two previously repedtmaterial weaknesses:

e Control Environmen. Our remediation actions include

. Executive and senior management have increasatctiramunications about the importance of interaltols, ethics, and
acting with integrity across the Compa

. Executive and senior management are directly spongsthe remediation of our material weaknessesuttin regular
discussions with action owners about the short-lang-term remediation plans and the progress stagusolid internal
control over financial reporting

. We restructured and realigned our accounting arahfie organizatiot

. We significantly invested in our accounting andhfige resources to strengthen our expertise, imgdudring new leadersh
and experienced employees as well as implementiogreal accounting development progre

. We established and filled the role of Chief Eth@ifficer to focus on implementing best practicesdommunications and
activities related to ethics compe-wide.

e Internal Audit. Our remediation action include

. Under the direction of the Audit Committee of ourdBd of Directors we fully outsourced our interaatlit function to
improve the function’s effectiveness. An indepengeriblic accounting firm is responsible for theeimtal audit risk
assessment and planning process, performing mogtof our key business risks under the directibthe Audit
Committee, and utilizing resources with the appiadprskill sets and expertis

. The new internal audit function has completed lditaumaintained consistency in reporting to theldCommittee, is
currently developing the 2009 audit plan, and h&sgrated its scope and approach with the SOX tadrthe external
auditors.

There were no other material changes in our interoretrol over financial reporting identified in moection with the evaluation required
by Rules 13a-15 and 15d-15 that occurred duringjtiater ended July 31, 2008 that have materiéfiécted, or are reasonably likely to
materially affect, our internal control over finaacreporting.

Managemen's Remediation Initiatives

We continue to make progress toward achieving tieeteveness of our disclosure controls and procesluRemediation generally
requires making changes to how controls are dedignd then adhering to those changes for a suffigieriod 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 ouremal 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, legtical standards, ar
financial reporting integrity. This commitment wilbntinue to be communicated to and reinforced withemployees
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*  We continue to foster awareness and understandisiguodards and principles for accounting and ftiereporting. This include
the implementation and clarification of specificaanting policies and procedures and effective atx@c of our newly designed
accounting development progra

« Management will implement stronger inventory praged, systems and augment our resources to addeeswentory accounting
material weakness. Specifically, we are changingpoocedures for cost accounting, conducting plasiozentory counts,
establishing accruals for inventory receipts artdl@shing reserves for inventory obsolesce!

* We continue to enhance the development, commuaitaind monitoring of processes and controls tarenthat appropriate
account reconciliations and journal entry contasks performed, documented, and reviewed as padraftandardized procedur:

*  We continue to invest in modifications of our infaation systems to improve the reliability of ourdincial reporting and increase
the completeness and consistency of the controlsdrlogical access, program change, and compp&rations

* We plan to redesign our period end closing andhfife statement preparation process in order taongboth its effectiveness a
efficiency.

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

Collectively, these and other actions are improthgfoundation of our internal control over finaiceporting.
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PART Il—OTHER INFORMATION

ltem 1A. Risk Factors

There have been no material changes from the aithifs disclosed in our Annual Report on Form fakour fiscal year ended
October 31, 2007 other than (i) the deletion ofrikk factor relating to maintaining existing busis and a reduction in our credit rating, (i)
deletion of the risk factor relating to being trddm the Over-the-Counter market, (i) the additad a risk factor related to government
contracting, (iv) changes to the risk factor redate NFC'’s ability to access sufficient capitaktogage in its financing activities, and
(v) changes to include the impairment of our asaetkincurring other cost due to the loss of agaiicant reduction in Ford business. Except
for the deletion of the risk factors (namely (idali) above) these other revisions are set foetow.

Current credit market conditions may impair NFC’scaess to sufficient capital to engage in its finang activities.

NFC supports our manufacturing operations by piiagidinancing to a significant portion of our deal@nd retail customers. NFC
traditionally obtains the funds to provide suchaficing from sales of receivables, medium and lkemg debt, and equity capital and from sl
and long-term bank borrowings. However, the detation of credit market conditions has made itidiflt for finance companies to obtain the
funds necessary to conduct normal operations st gaovided by operations, bank borrowings, comtihsiales and securitizations of
receivables, and the placement of term debt doegrowvide the necessary liquidity, NFC may restitefinancing of our products both at the
wholesale and retail level, which may have a sigaift negative effect on our liquidity and reswatperations.

Our business may be adversely affected by goverrtroentracting risks.

We derived approximately 27% of our revenues fromW.S. government for the nine months ended Jul2308 and approximately 3%
for the nine months ended July 31, 2007. Our exgsti.S. government contracts could extend overiptalyears and are conditioned upon the
continuing availability of congressional approppas. Congress usually appropriates funds on alfigear basis and if the congressional
appropriations for a program under which we arereators are not made, or are reduced or delayed;antract could be cancelled or
government purchases under the contract couldcheeel or delayed, which could adversely affectfmancial condition, results of
operations, or cash flows. In addition, U.S. goweent contracts generally permit the contractingegpment agency to terminate the contract,
in whole or in part, either for the convenienceref government or for default based on our faitarperform under the contract. If a contract is
terminated for convenience, we would generally ttéled to the payment of our allowable costs andbiowance for profit on the work
performed. If one of our government contracts weree terminated for default, we could be exposdihbility and our ability to obtain future
contracts could be adversely affected.

The loss of business from Ford, one of our largesistomers, could have a negative impact on our besis, financial condition, and results
of operations.

We derived approximately 9% of our revenues fromdFor the nine months ended 2008, approximate® D4 our revenues for the ye
ended 2007, and approximately 12% of our revenoiethé year end 2006. In addition, Ford accountecpproximately 48%, 61%, and 68%
of our diesel engine unit volume (including intargquany transactions) for the nine months ended 2898 years ended 2007 and 2006,
respectively, primarily relating to the sale of &8 diesel engines. See Note Chymmitments and contingencig® the accompanying
condensed consolidated financial statements, forrimation related to our pending litigation withrBoThe loss of or a significant reduction in
business from Ford or the early termination or nemewal of our agreement with Ford may also cansenpairment of certain of our assets
and potentially subject us to other costs that bgynaterial.
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ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds

In May 2008, we issued 4,167 shares of restricteckgo a former executive upon exercise of a stiation award. The aggregate
offering price of these shares was $145,880. Atheke shares were issued without registrationruhéeSecurities Act in reliance on Section 4
(2) based on the former executive’s financial sstitétion and knowledge of the company and Regidi.

The following table sets forth information with pext to purchases of shares of the company’s constomik made during the quarter
ended July 31, 2008, by or on behalf of the company
Issuer Purchase of Equity Securities

Maximum Number (or

Total Number
Average of Shares (or Approximate Dollar
Total Number of Price Paic Units) Purchased Value) of Shares (or
Shares (or Units as Part of Publicly Units) that May Yet Be
Per Share
Announced Plans Purchased Under the
Period Purchased® (or Unit) or Programs Plans or Programs
5/1/2008- 5/31/200¢& = $ — = =
6/1/2008- 6/30/200¢ — — — —
7/1/2008- 7/31/200¢€ 1,57 67.42¢ — —
Total: 1,57 $67.42¢ — —

(1) The total number of shares purchased is dsbdees delivered to or withheld by the companyomnection with employee payroll tax
withholding upon vesting of restricted sto

Item 6. Exhibits

Exhibit: Page
(31.1) CEO Certification pursuant to Section 302 of theb8ae-Oxley Act of 200z E-1
(31.2) CFO Certification pursuant to Section 302 of theb8ae-Oxley Act of 2002 E-2
(32.1) CEO Certification pursuant to Section 906 of theb&8ae-Oxley Act of 200z E-3
(32.2) CFO Certification pursuant to Section 906 of theb@ae-Oxley Act of 2002 E-4
(99.1) Additional Financial Information (Unaudite E-5

All exhibits other than those indicated above arétied because of the absence of the conditionsruntlich 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
July 31, 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.

December 30, 2008

NAVISTAR INTERNATIONAL CORPORATION
(Registrant,

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

E-1



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)

E-2



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
July 31, 2008 as filed with the Securities and Exafe Commission (the “SEC”) on the date hereof ({&eport”), |, Daniel C. Ustian, Chief
Executive Officer of the Company, certify, pursuaniil8 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 purstiagt 906 of the Sarbanes-Oxley Act of 2002 andl stwdlbe deemed filed by the
Company for purposes of Section 18 of the Secariechange Act of 1934, as amended, or otherwisiesiuto the liability of that section.
This certification shall also not be deemed tortm®iporated by reference into any filing under $teeurities 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
July 31, 2008 as filed with the Securities and Exade Commission (the “SEC”) on the date hereof‘({®&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 purstiagt 906 of the Sarbanes-Oxley Act of 2002 andl stwdlbe deemed filed by the
Company for purposes of Section 18 of the Secariechange Act of 1934, as amended, or otherwisiesiuto the liability of that section.
This certification shall also not be deemed tortm®iporated by reference into any filing under $teeurities 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, includes our Truadksent, Engine segment, Parts segment, and Corptaate. The manufacturing operations
financial information represents non-GAAP finanaiaasures. The reconciling difference between thes&sAAP financial measures and «
GAAP condensed consolidated financial statemeniteim 1 are our financial services operations, Whscincluded on a pre-tax equity basis.
Certain of our subsidiaries in our manufacturingrations have debt outstanding with our financialiges operations (“intercompany debt”).

In the condensed statements of assets, liabititielsstockholders’ deficit, the Intercompany deleifected as accounts payable. The change in
the intercompany debt is reflected in the net qgashided by operating activities in the condengatesnents of cash activities.

Our previously issued condensed statements of tpesacondensed statements of assets, liabiligegemable equity securities and
stockholders’ deficit, and condensed statementsisifi activities as of and for the three and ninethwended July 31, 2008 have been restatec
to correct errors related to inventories, accowetgivable, accounts payable, sales of manufachnatlicts, net and costs of products sold in
our Truck segment. The errors primarily resulteshfmot appropriately accounting for material pnegiances, freight variances, and excess
and obsolete inventory reserves. In addition, tlexee errors related to cut off of inventory redgignd timing of revenue recognition.

We revised our previously reported condensed stiesof assets, liabilities, redeemable equity ses, and stockholders’ deficit as of
July 31, 2008 and October 31, 2007 to give effextecording stock options as redeemable equityrggexs, 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 statemerdssg#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, exqit@e subsequently modified. The correctionsriméffect on our previously reported
condensed statements of operations and conderaethehts 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 and mpaths ended July 31, 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 expensesare not considered material to any previously
reported condensed statements of cash activities.
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Condensed Statements of Operations
Navistar International Corporation (with financial services operations on a pre-tax equity basis)

Three Months Ended

Nine Months Ended

July 31, July 31,
2008 2007 2008 2007
(in millions) (Restated (Restated
Sales of manufactured products, ne $ 387¢ $285. $10,58¢  $8,80:
Cost of products sol 3,052 2,42¢ 8,71t 7,50t
Selling, general and administrative expe 34¢ 34z 967 93t
Engineering and product development c 10¢ 86 28¢ 284
Other expense, n 26 31 11E 191
Total costs and expense 3,53¢ 2,881 10,08¢ 8,91t
Income (loss) before income tax — Manufacturing operatior 342 (35 503 (113
— Financial services operatio (1) 40 (7 124
Income before income tax 341 5 49¢€ 11
Income tax expens (10 (9 (19 (28)
Net income (loss $ 331 $ @ $ 417 $ (17
Condensed Statements of Assets, Liabilities, Redeable Equity Securities and Stockholders’ Deficit
Navistar International Corporation (with financial services operations on a pre-tax equity basis)
As of
October 31
July 31,
2008 2007
(Restated
(in millions) and Revised (Revised)
Cash and cash equivale $ 55¢ $ 71€
Marketable securitie 18 6
Accounts receivable 1,241 78¢€
Inventories 1,63¢ 1,38(
Investments in and advances to -consolidated affiliate 177 154
Investments in and advances to financial servitfidmtes 39¢ 397
Property and equipment, r 1,84¢ 1,98(
Goodwill and intangible assets, 1 651 63¢
Other asset 31¢ 32t
Deferred taxes, nt 122 128
Total assets $ 6,971 $ 6,50¢
Accounts payabl $ 2,21¢ $ 1,88¢
Postretirement benefits liabiliti¢ 1,20 1,31(
Deb—manufacturing operatior 1,88¢ 2,02¢
Other liabilities 1,85: 2,01¢
Redeemable equity securiti 14& 14C
Stockholder’ deficit (330 (879
Total liabilities, redeemable equity securities angtockholders’ deficit $ 6,971 $ 6,50¢
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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 qasivided by (used in) operating activitit

Depreciation and amortizatic
Depreciation of equipment held for or under le
Deferred taxe
Equity in loss (income) of financial services ofinas
Equity in income of na-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 l¢
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 cashieglents
Decrease in cash and cash equivaler
Cash and cash equivalents at beginning of the perdc
Cash and cash equivalents at end of the peric

Nine Months Ended

July 31,
2008 2007
(Restated

and Revised (Revised
$ 477 $ (17
2432 233

29 26

(10) 20
7 (124
(63) (62)

25 27E

54 74
(669) (604
93 (179
(43) (7€)

31 30¢

8 29
(139) (204)
— (7)
@ __2A
(160) (27)
(94) (286)

3 16
(158) (476)

71€ 1,07¢

$ 55€& $ 60z






