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PART | - FINANCIAL INFORMATION

ITEM 1. Financiad Statements

STATEMENT OF INCOME (Unaudited)
Millions of dollars, except per share data

Navistar International Corporation
and Consolidated Subsidiaries

Three Months Ended
January 31
2003 2002

Sales and revenues
Saes of manufactured ProduCtS.............cceeecveeiieeiieccee e $ 1,481 $ 1,382
Finance and iNSUranCe reVENUE.............ocuveieiriiee e 92 7
Other INCOME ...t 5 6

Total saleSand reVENUES..........coocuviiiiiieiiee e 1578 1,465
Costsand expenses
Cost of products and SErviCeS SO ........cooveieiiiiieiie e 1,420 1,248
L0SS 0N SAl@ Of DUSINESS......cuviiiiiiieiie e - @
Postretirement benefitS eXPense. .........oovveeiriiiiniie e 83 58
Engineering and research eXPenSe.........oocvvvereeeerieeenieessiiee e 57 64
Sdlling, general and administrative eXPeNSe. .......covcvveeeeiiieeeeeiiiieeeees 124 133
LB Bt B PSR .o 38 39
OhEr BXPENSE. ....eeie ettt sseae e e e enes 11 11

Total COSES aNd EXPENSES ......eeviiiiiieeeeiiiee e eiieee e siee e seeeee e 1,733 1552
Loss from continuing operations before income taxes................c.cue... (155) 87
INCOME taX DENEFIL........c.eeiiiie e (57) (34

Loss from continuing OPErations ............ccceevveeerieennneesneeesnenns (98) (53)
Loss from discontinued Operations .............cceeeeeiieeeeeeiieeeeecciieee e (1) 3
L= G (01T $ (99 $ (56)
Basic earnings (loss) per share

ContinuUiNg OPEIatioNS ..........coveviirerieeeresieeee e $ (1.47) $ (0.88)

Discontinued OPEralioNS..........cueeeivieeiiiee e esiee e (0.02 (0.05)

NELTOSS....eieeicitiee et $ (1.49 $ (0.93)

Diluted earnings (loss) per share

ContinUING OPErAiONS .......cveivieireeiecie e $ (1.47) $ (0.88)

Discontinued OPErationsS............oocveeeeernireeesniieeeessieeeessneeeeeeanns (0.02) (0.05

NELLOSS. ... e $ (1.49 $ (0.93)

Average shares outstanding (millions)

BaSIC oo e 66.4 59.8

DIHULE......oeeeeeiiie et e 66.4 59.8

See Notes to Financial Statements.
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STATEMENT OF FINANCIAL CONDITION (Unaudited)
Millions of dollars

Navistar International Corporation
and Consolidated Subsidiaries

January 31 October 31 January 31
2003 2002 2002
ASSETS
Current assets
Cash and cash equUIVAIENES .......c.ccvrrerereeeenreerree s $ 504 $ 620 $ 432
Marketabl @ SECUNITIES.........ccueereeeerereeeree e 19 - 10
Receivables, net 839 1,054 704
INVENEOMTES. ..ottt 602 595 651
Deferred tax asset, NEL........coorrncnrrece s 253 242 151
OthEr @SSELS .....eceeceeeereeeree et sse st 132 97 118
TOtal CUMTENE @SSELS .....vuieecereeireei et 2,349 2,608 2,066
Marketable SECUFTIES. ..ot 515 116 465
Finance and other receivables, net......... 858 1,214 1,057
Property and equipment, net ................... 1,337 1,479 1,670
Investments and other assets................... 336 177 191
Prepaid and intangible pension assets 62 63 273
Deferred tax asset, NEL.........c.cceeeeeeeeeeeeeeee ettt es 1,345 1,286 866
QLI L= L= R3S < OO $ 6,802 $ 6,943 $ 6,588
LIABILITIESAND SHAREOWNERS EQUITY
Liabilities
Current liabilities
Notes payable and current maturities of long-termdebt ... $ 371 $ 358 $ 369
Accounts payable, principally trade.......c.c.cooeeevrereerrennennns 927 1,020 887
Other [1aDIItIES .....eveeereeeereeireeeereeeesse e seseenenes 979 1,021 768
Total current labilitieS........ccvrereerrerereee s 2,277 2,399 2,024
Debt: Manufacturing operations........... 890 747 907
Financial services operations 1,447 1,651 1,387
Postretirement benefitsliability.............. 1,368 1,354 811
Other HHaDIHITIES ... 531 541 381
Total [1ADIHITIES ... s 6,513 6,692 5,510
Commitments and contingencies
Shareowners' equity
Series D convertible junior preference StocK..........ccveneenienennnens 4 4 4
Common stock and additional paid in capital
(75.3 million shares issued) 2,121 2,146 2,139
Retained earnings (AefiCit) ..o (892) (721) (232)
Accumulated other comprehensive l0Ss.......cccccevevccesecccseenes (719) (705) (339)
Common stock held in treasury, at cost
(7.1 million, 14.8 million and 15.3 million shares held).... (225) (473) (494)
Total sShareOWNErs' eqUILY........cccvurerreerererseerrrresssesesessessesenees 289 251 1,078
Total liabilitiesand shareowners equity .........occoveneeenreeenneens $ 6,802 $ 6,943 $ 6,588

See Notesto Financial Statements.
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STATEMENT OF CASH FLOW (Unaudited)
Millions of dollars

Cash flow from operations
INEETOSS ettt e e s e e e e
Adjustments to reconcile net loss to cash used in operations:
Depreciation and amOrtiZation ............ccceecveeerieeenieeeniee e
Deferred iNCOME taXES ... ..coiiueieiiieeriee et

Change in operating assets and liabilities:
RECAIVADIES. .....eoiiiiiiie e
INVENTOTTES ...ttt s e e anes
Prepaid and other CUrrent @SSetS.........c.vvvveiiieiee i
ACCOUNES PAYADIE. ......eeiiiiiiie et
Other [18DIlTTIES......cceeeeieeiieee e
Cash USed iN OPEF ALIONS .......eeiiiieeeiiie et

Cash flow from investment programs
Purchases of retail notes and leaserecaivables............cccccevvvvvvveiiiiiieceene,
Collections/sales of retail notes and lease recalvables...........uvvvevvvvvevvvvennans
Purchases of marketable SECUNTIES .....uuuiiiiiiiiieieee e,
Sales or maturities of marketable SECUNtiEs...........oevvveeeviiieiiiieeeeeeeeeees
Proceeds from sal@ Of DUSINESS..........uuoeiiiiiiiiieeeee e
Capital eXPENDItUIES. .........cooiiiieiee e
Property and equipment leased t0 Others...........cooveeiiiieiiiie e
Capitalized interest and Other ............ccveiiiiiiiiie e
Cash provided by (used in) investment programs............ccccvveeeennee.

Cash flow from financing activities
ISSUBNCE Of AL ...
Principal paymentS 0N At ..........cooiiiiiieiiiiie e
Net decrease in notes and debt outstanding under bank revolving credit
facility and commercial paper programs ..........ccccveeereeeeneeeeneeesnnnens
Proceeds from sale of stock to benefit plans...........ccocceeeiieeiiiiieeiieee
Premiums on call OptionS, NEL ..........ccvviieiiiiiie e
Debt issuance costs and other financing actiVities.............ccevvveeiiieeiineenne
Cash provided by (used in) financing activities...........c.cccccccvvveeeennnee,

Cash and cash equivalents
Decrease during the PEriod.........cooviieiee e
At beginning of the Period ...
Cash and cash equivalentsat end of the period............ccccooeieiieiiineene

Navistar International Corporation
and Consolidated Subsidiaries

Three Months Ended
January 31
2003 2002

$ (99) $ (56)
57 55
(73) (31
(17) ®
(70) (48)
7 150
(9) )
(40) (13
(86) (220)
(11) 25
(341) (1%9)
(280) (255)
858 457
(428) (244)
10 32
- 62
(48) (70)
11 (10
12 (10)
135 (38)
218 31
(81) (51)
(193) (190)
175 -
(29) -
4(5) —12
90 (198)
(116) (390)
620 822
$ 50 $ 432

See Notesto Financial Statements.
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Navigtar Internationa Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note A. Summary of Accounting Policies

Navistar International Corporation (NIC) is a holding company whose principal operating subsidiary is
International Truck and Engine Corporation (International). As used hereafter, “company” or “Navistar”
refers to Navistar International Corporation and its consolidated subsidiaries. Navistar operates in three
principal industry segments. truck, engine (collectively called “manufacturing operations’), and financial
sarvices. The consolidated financia statements include the results of the company’s manufacturing
operations and its wholly owned financial services subsidiaries. The effects of transactions between the
manufacturing and financid services operations have been eliminated to arrive at the consolidated totals.

The accompanying unaudited financia statements have been prepared in accordance with accounting
policies described in the 2002 Annual Report on Form 10-K and should be read in conjunction with the
disclosures therein.

In the opinion of management, these interim financial statements reflect al adjustments, consisting of
normal recurring accruas, necessary to present fairly the financia position, results of operations and cash
flow for the periods presented. Interim results are not necessarily indicative of results for the full year.
Certain 2002 amounts have been reclassified to conform with the presentation used in the 2003 financia
Satements.

The disposal of the domestic truck businessin Brazil has been accounted for as discontinued operations
in accordance with Statement of Financia Accounting Standards No. 144 (SFAS 144), “ Accounting for the
Impairment or Disposal of Long — Lived Assets.” Accordingly, the operating results of this business have
been classified as “Discontinued operations’ and prior periods have been restated. See Note | for further
information.

Note B. New Accounting Pronouncements

In November 2002, the Financia Accounting Standards Board (FASB) issued Interpretation No. 45
(FIN 45), “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others.” FIN 45 elaborates on the disclosures to be made by a guarantor in
its interim and annual financia statements about its obligations under certain guarantees that it has issued.
It aso requires a guarantor to recognize, at inception of a guarantee, a liability for the fair vaue of the
obligation undertaken in issuing the guarantee. The initial recognition and measurement provisions of
FIN 45 are applicable on a prospective basis to guarantees issued or modified after December 31, 2002.
The disclosure requirements are effective for financial statements of interim or annua periods ending
after December 15, 2002. The company has provided disclosures about guaranteesin Note K.

In December 2002, the FASB issued Statement of Financial Accounting Standards No. 148 (SFAS
148), “Accounting for Stock-Based Compensation — Transition and Disclosure,” which amends FASB
Statement No. 123, “Accounting for Stock-Based Compensation.” SFAS 148 provides dternative
methods of transition for a voluntary change to the fair value based method of accounting for stock-based
employee compensation. It dso requires prominent disclosures in both annua and interim financia
statements about the method of accounting for stock-based employee compensation and the effect of the
method used on reported results. The provisions of SFAS 148 are effective for fiscal years ending after
December 15, 2002, and the interim disclosure provisions are effective for interim periods beginning after
December 15, 2002. The company will provide the required interim disclosures beginning in the quarter
ending April 30, 2003.
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Navigtar Internationa Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note B. New Accounting Pronouncements (continued)

In January 2003, the FASB issued Interpretation No. 46 (FIN 46), “ Consolidation of Variable Interest
Entities”  This interpretation addresses consolidation requirements of variable interest entities.
Transferors to qualified specia purpose entities (QSPES) subject to the reporting requirements of FASB
Statement No. 140, “ Accounting for Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities,” are excluded from the scope of this interpretation. The company currently sells receivables
to entities meeting the requirements of QSPES.

Note C. Supplemental Cash Flow I nformation

Consolidated interest payments during the first three months of 2003 and 2002 were $39 million and
$41 million, respectively. Consolidated tax payments made during the first three months of 2003 and 2002
were not significant.

Note D. IncomeTaxes

The Statement of Income reflects the tax benefit of current Net Operating Losses (NOL), net of
valuation reserves, while the cumulative benefit of NOL carryforwards is recognized as a deferred tax asset
in the Statement of Financia Condition. Cash payment of income taxes may be required for certain state
income, foreign income and withholding and federal aternative minimum taxes. Until the company has
utilized its significant NOL carryforwards, the cash payment of United States (U.S.) federal and dtate
income taxes will be minima.

Note E. Inventories

Inventoriesare asfollows:
January 31  October 31 January 31

Millions of dollars 2003 2002 2002
Finished Products ..........ccccveeeeeeeieieerese e $ 49 % CHICTI 418
WOPK iN PrOCESS.....ooiiiiiiiiiie ettt 70 65 A
Raw materials and SUPPlIES........covveeiriieniiieeiiee e 183 217 199
Tota INVENOrES.......ooveiveiiiiicieee e $ 602 $ 55 $ 651

Note F. Sales of Recelvables

Navistar Financial Corporation’s (NFC) primary business is to provide wholesde, retail and lease
financing for new and used trucks sold by International and Internationa’ s dealers and, as aresult, NFC's
finance receivables and leases have significant concentration in the trucking industry. NFC retains as
collateral an ownership interest in the equipment associated with leases and a security interest in
equipment associated with wholesale notes and retail notes.

NFC securitizes and sells receivables through Navistar Financia Retaill Receivables Corporation
(NFRRC), Navistar Financia Securities Corporation (NFSC), Truck Retail Accounts Corporation
(TRAC) and Truck Engine Receivables Financing Corporation (TERFCO), al special purpose
corporations (SPCs) and wholly owned subsidiaries of NFC. The saes of recelvables in each
securitization constitute sales under accounting principles generaly accepted in the United States of
America, with the result that the sold receivables are removed from NFC's balance sheet and the
investor’s interests in the related trust or conduit are not reflected as liabilities.
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Navistar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note F. Salesof Receivables (continued)

NFRRC, NFSC, TRAC and TERFCO have limited recourse on the sold receivables and their assets
are available to satisfy the clams of their creditors prior to such assets becoming available for their own
uses or to NFC or affiliated companies. The terms of receivable sales generaly require NFC to provide
credit enhancements in the form of over collateralizations and/or cash reserves with the trusts and
conduits. The use of such cash reserves by NFC is restricted under the terms of the securitized saes
agreements. The maximum exposure under all receivable sale recourse provisions as of January 31, 2003,
was $350 million. The allowance for losses allocated to sold receivables totaled $17 million, $14 million
and $16 million at January 31, 2003, October 31, 2002 and January 31, 2002, respectively.

The SPC's residua interests in the related trusts or assets held by the trusts are included in Finance
and other receivables on the Statement of Financial Condition. The carrying amounts of these retained
interests approximate fair value and were $350 million, $345 million and $408 million at January 31,
2003, October 31, 2002 and January 31, 2002, respectively.

Management estimates the prepayment speed for the receivables sold and the discount rate used to
present value the interest-only receivables in order to calculate the gain or loss. Estimates of prepayment
speeds and discount rates are based on historical experience and other factors and are made separately for
each securitization transaction. In addition, NFC estimates the fair value of the interest-only receivables
on a quarterly basis. The fair value of the interest-only receivables is based on updated estimates of
prepayment speeds and discount rates.

Key economic assumptions used in measuring the interest-only receivables at the date of the sale for
sales of retail notes and finance leases completed during the quarter ended January 31, 2003, were a
prepayment speed of 1.2 to 1.4, a weighted average life of 41 months and an interest-only receivables
discount rate of 5.35%. For those sales completed during the quarter ended January 31, 2002, the
assumptions used were a prepayment speed of 1.2 to 1.4, a weighted average life of 41 months and an
interest-only receivables discount rate of 6.41%.

Sold receivable balances are summarized below.

January 31 October 31 January 31

Millions of dollars 2003 2002 2002
Retail notes, net of unearned income............... $ 2,016 $ 1522 $ 2,042
Finance leases, net of unearned income........... 25 - -
Wholesal@ NOLES........eeveieeiiiieiiieeee e, 764 788 713
Retail accounts..........cocovvvvveeieiiieeeeeeeeve, 103 127 200
TOtAl. ... $ 2,908 $ 2437 $ 2955

Serviced portfolio balances are summarized below.

January 31 October 31 January 31

Millions of dollars 2003 2002 2002
Gross serviced receivables:
Retail NOES ....ooeeeeeeeeeeeeeeeeeeeeeeeee $ 2,552 $ 2529 $ 2612
Finance leases.......ccooeeevveeiiiiieeiicieeiieeeeeeee 200 206 248
Wholesale NOtES......uueevvieieiiiieiceeeeeeeeee 832 839 750
ACCOUNES.....cuniiiiieeieieeeee e e 337 384 333
Total gross serviced receivables.......... 3,921 3,958 3,943
Net investment in operating leases.................. 226 248 274

:

Tota serviced portfalio...................... $ 4147 4.2 $ 4217
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Navigtar Internationa Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note F. Salesof Receivables (continued)

Additiona financia data for the gross serviced portfolio as of January 31, 2003, and for the quarter
then ended is as follows:

Finance and
Retail Operating Wholesale
Millions of dollars Notes Leases Notes Accounts
Principal past due over 60 days.............. $ 19 $ 4 $ 1 $ 6

Credit losses, net of recoveries.............. 4 - - -

The following table summarizes certain cash flows received from (paid to) securitization
trusts/conduits during the quarter ended January 31.

Millions of dollars 2003 2002

Proceeds from sales of finance reCalVables............oovvveeeeiiiieeeeeee e, $ 824 $ 500
Proceeds from sales of finance receivables into revolving facilities...................... 1,111 1,129
SErVICING FEES TECAIVEM ...t 6 6
Repurchase of sold retail recalvVabIes............cooviiiiiiiiiiie e (18) (149
All other cash recalVed from trUSES. .......ccvvvreie et e e e ee e 50 45

During the first quarter of 2003, NFC sold $824 million of retail rotes and finance leases for a pre-tax
gain of $33 million, or $21 million, net of tax. During the first quarter of 2002, NFC sold $500 million of
retail receivables for a pre-tax gain of $17 million, or $11 million, net of tax.

Note G. Debt

In December 2002, the company completed the private placement of $190 million of new senior

convertible bonds due 2007. The bonds were priced to yied 2.5% with a conversion premium of 30% on a
closing price of $26.70. Simultaneous with the issuance of the convertible bonds, the company entered into
two call option derivative contracts, the consequences of which will allow the company to minimize share
dilution upon conversion of the convertible debt from the conversion price of the bond up to a 100% premium
over the share price at issuance. The net premium paid for the call options was $25 miillion. In February 2003,

$100 million of the net proceeds from the $190 million offering was used to repay the aggregate principa

amount of the 7% senior notes due February 2003. The remaining funds were used to repay other existing
debt, replenish cash balances that were used to repay other debt that matured in fiscal 2002 and to pay fees and

expenses related to the offering.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

NoteH. Restructuring and Other Non-recurring Charges

2000 and 2002 Restructuring Charges

In October 2000, the company incurred charges for restructuring, asset write-downs and other exit
costs eventualy totaling $308 million, after $2 million in net adjustments in 2001 and 2002, as part of an
overal plan to restructure its manufacturing and corporate operations (2000 Plan of Restructuring). The
major restructuring, integration and cost reduction initiatives, which were substantially complete as of
November 30, 2001, included in the 2000 Plan of Restructuring are as follows:

Replacement of steel cab trucks with a new line of High Performance Vehicles (HPV)
and a concurrent realignment of the company’s truck manufacturing facilities

Closure of certain operations

Launch of the next generation technology diesel engines (NGD)

Consolidation of corporate operations

Realignment of the bus and truck dealership network and termination of various
dealerships’ contracts

In October 2002, the company’s board of directors approved a separate restructuring plan (2002 Plan
of Restructuring) and the company incurred charges for restructuring, asset and inventory write-downs
and other exit costs totaling $372 million. In addition, the company incurred non-recurring charges of
$170 million related to its V-6 diesel engine program and $60 million in losses (net of tax) from
discontinued operations associated with its exit of the Brazil domestic truck market (see Note 1).

The following are the major restructuring, integration and cost reduction initiatives included in the
2002 Plan of Restructuring:

Closure of facilities and exit of certain activities including the Chatham, Ontario heavy
truck assembly facility, the Springfield, Ohio body plant and a manufacturing production
line within one of the company’s plants

Offer of an early retirement program to certain union represented employees

Completion of the launch of the HPV and NGD product programs

Of the 2002 pre-tax restructuring, other nonrecurring charges and adjustments of $544 million, $157
million represented non-cash charges.

Through January 31, 2003, approximately $581 million in charges related to the 2000 and 2002 Plans
of Restructuring and the 2002 non-recurring charges have been incurred. Curtailment losses of $169
million related to the company’s postretirement benefit plans have been reclassified as a non-current
postretirement benefits liability. The remaining restructuring and other non-recurring charges liability of
$271 million is expected to be funded from existing cash balances and internally generated cash flows
from operations.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

NoteH. Restructuring and Other Non-recurring Char ges (continued)

2000 and 2002 Restructuring Charges (continued)

A description of the significant components of the 2000 and 2002 restructuring targes are as
follows:

The 2000 Plan of Restructuring included the reduction of approximately 1,900 employees from the
workforce, primarily in North America. At October 31, 2002, the remaining $18 million balance of the
total net charge of $75 million was adjusted as part of the $94 million charge for severance and benefits
related to the 2002 restructuring charge. Pursuant to the 2002 Plan of Restructuring, an additional 3,500
positions will be eliminated throughout the company, primarily in North America During the quarter
ended January 31, 2003, approximately $12 million was paid for severance and other benefits to
approximately 1,800 employees as a result of the two Plans of Restructuring. The severance and other
benefits balance represents costs related to future payments due to the company’s contractual severance
obligations.

Lease termination costs related to the 2000 Plan of Restructuring include future obligations under
long-term non-cancelable lease agreements at facilities being vacated following workforce reductions.
This charge primarily consisted of the estimated lease costs, net of probable sublease income, associated
with the cancellation of the company’s corporate office lease at NBC Tower in Chicago, Illinois, which
expires in 2010. As of January 31, 2003, $9 million of the tota net charge of $38 million has been
incurred for lease termination costs, of which $1 million was incurred during the quarter.

The 2000 Plan of Restructuring included the effect of the sale of Harco National Insurance Company
(Harco). On November 30, 2001, NFC completed the sale of Harco to IAT Reinsurance Syndicate Ltd.
(IAT), a Bermuda reinsurance company. Payments related to exit costs of approximately $2 million were
incurred during the quarter.

Dedler termination costs related to the 2000 Plan of Restructuring include the termination of certain
dealer contracts in connection with the realignment of the company’s bus distribution network, and other
litigation costs to implement the 2000 restructuring nitiatives. Other exit costs principally include $25
million of contractually obligated exit and closure costs incurred as a result of the planned closure of both
the Chatham Assembly Plant and the Springfield Body Plant. As of January 31, 2003, $24 million of the
total net charge of $68 million has been paid for dealer termination and other exit costs, of which $2
million was incurred during the quarter.

Other Non-Recurring Charges

In addition to the 2002 Plan of Restructuring charges, the company recorded non-recurring charges of
$170 million primarily related to the discontinuance of the company’s V-6 diesel engine program with
Ford Motor Company (Ford). In October 2002, Ford advised the company that their current business case
for a V-6 diesdl engine in the specified vehicles was not viable and it has discontinued its program for the
use of these engines. Ford is seeking to cancel the V-6 supply contract. As a result, the company has
determined that the timing of the commencement of the V-6 diesel engine program is neither reasonably
predictable nor probable. The non-recurring pre-tax charge of $167 million in 2002 included the write-off
of deferred pre-production costs, the write-down to fair value of certain V-6 diesal engine-related fixed
assets that were abandoned, an accrua for future lease obligations under non-cancel able operating |eases
for certain V-6 diesal engine assembly assets that will not be used by the company, an accrua for
amounts contractually owed to suppliers related to the V-6 diesel engine program and the write-down to
fair value of certain other assets.
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Notes to Financial Statements (Unaudited)

NoteH. Restructuring and Other Non-recurring Char ges(continued)

Other Non-Recurring Charges (continued)

The company is currently working with Ford to negotiate a reimbursement of its investment and
development costs as well as any amounts owed to the company’s suppliers. While the company believes
that it is legally entitled to such reimbursement under the agreement, Ford has not agreed to any such
reimbursement of the company’s investment and development costs. No anticipated recovery has been
recorded as part of the $167 million pre-tax charge. As of January 31, 2003, of the total net charge of
$170 million, $74 million has been incurred primarily related to the write-off or write-down to fair value
of fixed assets and for the payment of lease obligations of which $8 million was incurred during the
quarter.

Components of the company’s restructuring plans and other non-recurring charges, including the
plans initiated in both 2002 and 2000, are shown in the following table.

Balance Balance
October 31, Amount January 31,

Millions of dollars 2002 Incurred 2003
Severance and other bendfits................... $ 112 $ (12 $ 100
Lease terminationS .........ceveeevvveeeeeineennnn 30 (@) 29
Lossonsdeof business............ccceeeeeeee 4 2 2
Deder terminations and other exit costs... 46 2 44
Other non-recurring charges................... 104 (8 9%

TOtal oo $ 296 $ (25 $ 211

Notel. Discontinued Operations

In October 2002, the company announced its decision to discontinue the domestic truck business in
Brazil (Brazil Truck) effective October 31, 2002. In connection with this discontinuance, the company
recorded a loss on disposal of $46 million in fiscal 2002. The loss related to the write-down of assets to
fair value, contractua settlement costs for the termination of the dealer contracts, severance and other
benefits costs, and the write-off of Brazil Truck’s cumulative trandation adjustment due to the company’s
substantia liquidation of its investment in Brazil Truck. The disposal of Brazil Truck has been accounted
for as discontinued operations in accordance with SFAS 144. Accordingly, the operating results of Brazil
Truck have been classified as “ Discontinued operations’ and prior periods have been restated.

NoteJ. Financial Instruments

The company uses derivative financia instruments as part of its overal interest rate and foreign
currency risk management strategy as further described under Item 7A and in Note 13 to the 2002 Annual
Report on Form 10-K.

The financia services operations manage exposure to fluctuations in interest rates by limiting the
amount of fixed rate assets funded with variable rate debt. This is accomplished by sdling fixed rate
receivables on afixed rate basis and by utilizing derivative financial instruments. These derivative financial
instruments may include interest rate swaps, interest rate caps and forward contracts. The fair value of these
instruments is estimated based on quoted market prices and is subject to market risk as the instruments may
become less vauable due to changes in market conditions or interest rates. NFC manages exposure to
counter-party credit risk by entering into derivative financial instruments with major financial ingtitutions
that can be expected to fully perform under the terms of such agreements. NFC does not require collateral
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Note J. Financial Instruments (continued)

or other security to support derivative financial instruments with credit risk. NFC's counter-party credit
exposure is limited to the positive fair value of contracts at the reporting date. As of January 31, 2003,
NFC's derivative financia instruments had a negative net fair vaue. Notiona amounts of derivative
financia instruments do not represent exposure to credit |oss.

At January 31, 2003, the notional amounts and fair values of the company’s derivatives are presented in
the following table, in millions. The fair values of al these derivatives are recorded in other assets or other
ligbilities on the Statement of Financia Condition.

Inception Date Maturity Date Derivative Type Notional Amount Fair Vdue
January 1999 — February 2003 — Interest Rate Swaps $ 467 $ 2
November 2002 March 2007
October 2000 — October 2003 — Interest Rate Caps 1,015 -
November 2002 November 2012
November 2002 May 2003 Foreign Currency 10 -

Forward Contracts

In November 2002, NFC entered into an interest rate swap agreement in connection with a sale of retall
notes and lease receivables. The purpose of the swap was to convert the floating rate portion of the asset
backed securities issued into fixed rate interest to match the interest basis of the receivables pool sold to the
owner trust and to protect NFC from interest rate volatility. The notional amount of this swap is calculated
as the difference between the actua pool balances and the projected pool balances. At January 31, 2003, the
notional amount was zero. The outcome of the swap results in NFC paying a fixed rate of interest on the
projected balance of the pool. To the extent that actual pool balances differ from projected balances, NFC
has retained interest rate exposure on this difference. This transaction is accounted for as a non-hedging
derivative instrument.

In addition to those instruments described above, the company entered into two call option derivative
contracts in connection with the issuance of the $190 million senior convertible notes in December 2002.
The purchased cal option and written call option will adlow the company to minimize share dilution
associated with the convertible debt from the conversion price of the bond up to a 100% premium over the
share price at issuance. In accordance with EITF 00-19, “Accounting for Derivative Financia Instruments
Indexed to, and Potentially Settled in, a Company’s Own Stock,” the company has recorded these
instruments in permanent equity, and will not recognize subsequent changes in fair value as long as the
ingtruments remain classified as equity. The net premium paid for the call options was $25 million.
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NoteK. Guarantees

The company and its subsidiaries occasionally provide guarantees that could obligate them to make
future payments if the primary entity fails to perform under its contractual obligations. The company has
not recorded aliability for these guarantees. The company has no recourse as guarantor in case of defaullt.

In connection with the $400 million 9 3/8% Senior Notes due 2006 that were issued by the company
in May 2001, International provided a full and unconditional guarantee of this indebtedness along with
guarantees on the $100 million 7% Senior Notes due 2003 and the $250 million 8% Senior Subordinated
Notes due 2008 that were issued by the company in February 1998. Internationa has aso provided a
guarantee on the $190 million 2%%% Senior Convertible Notes due 2007 that were issued by the company
in December 2002.

The company provided a guarantee on the $19 million 9.95% Senior Notes due 2011 that
International issued in June 2001. As of January 31, 2003, the outstanding balance on this debt was $18
million.

The company and International are obligated under certain agreements with public and private lenders
of NFC to maintain the subsidiary’s income before interest expense and income taxes at not less than
125% of its total interest expense. No income maintenance payments were required for the three months
ended January 31, 2003.

The company guarantees a total of $393 million of lines of credit made available to its Mexican
finance subsidiaries by third partiesand NFC. At January 31, 2003, outstanding loans under the lines of
credit totaled .17 million. The lines of credit have various maturity dates with June 2007 being the
longest maturity date from athird party.

The company also guarantees many of the operating leases of its operating subsidiaries. The leases
have various expiration dates that extend through June 2014. The remaining obligation under these leases
as of January 31, 2003, totaled approximately $716 million.

The company and Internationa also guarantee real estate operating leases of International and of the
subsidiaries of the company. The leases have various maturity dates extending out through 2013. As of
January 31, 2003, the total remaining obligation under these leases is approximately $29 million.

The company and NFC have issued residual value guarantees in connection with various operating
leases. The amount of the guarantees is undeterminable because in some instances, neither the company
nor NFC is responsible for the entire amount of the guaranteed lease residual. The company’sand NFC's
guarantees are contingent upon the fair value of the leased assets at the end of the lease term. The
difference between this fair value and the guaranteed lease residua represents the amount of the
company’s and NFC’ s exposure.

NFC has an $820 million contractually committed bank revolving credit facility that will mature in
December 2005. Under this agreement, the company’s Mexican finance subsidiaries are permitted to
borrow up to $100 million in the aggregate. Such borrowings by the Mexican finance subsidiaries are
guaranteed by the company and NFC. Asof January 31, 2003, the outstanding balance on this portion of
the facility was $28 million.

In October 2002, NFC entered into an agreement to guarantee the 200 million peso-denominated bank
facility of two of the company’s Mexican finance subsidiaries. The due date of the longest |oan maturity
is January 2006. As of January 31, 2003, the total outstanding balance of the debt was equivalent to $18
million.
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Note K. Guarantees (continued)

In May 2002, NFC entered into an agreement to guarantee the dollar- and/or peso-denominated
medium term notes of two of the Mexican finance subsidiaries up to the amount of 600 million pesos,
equivalent to $55 million. The due date of the longest loan maturity is March 2006. As of January 31,
2003, the total outstanding balance of the debt was equivaent to $24 million.

In November 2001, NFC entered into an agreement to guarantee the 500 million peso-denominated
bank credit facility of one of the Mexican finance subsidiaries. The due date of the longest loan maturity
is November 2004. As of January 31, 2003, the outstanding balance of peso-denominated debt was $46
million.

As part of its sales agreement with IAT, NFC has agreed to guarantee the adequacy of Harco's loss
reserves as of November 30, 2001, the closing date of the sale. There is no limit to the potential amount
of future payments required under this agreement, which is scheduled to expire in November 2008. As
security for its obligation under this agreement, NFC has escrowed $5 million, which will become
available for use in February 2004. The carrying amount of the liability under this guarantee is estimated
at $2 million as of January 31, 2003. Management believes this reserve is adequate to cover any future
potential paymentsto IAT.

At January 31, 2003, the Canadian operating subsidiary was contingently liable for $280 million of
retaill customers contracts and $38 million of retail leases that are financed by a third party. The
Canadian operating subsidiary is responsible for the residual values of these financing arrangements.
These contract amounts approximate the resale market value of the collatera underlying the note
lighilities.

In addition, the company entered into various guarantees for purchase commitments, credit
guarantees and buyback programs with various expiration dates that total approximately $22 million. In
the ordinary course of business, the company aso provides routine indemnifications and other guarantees
whose terms range in duration and often are not explicitly defined. The company does not believe these
will have amaterial impact on the results of operations or financia condition of the company.

Product Warranty

Provisions for estimated expenses related to product warranty are made at the time products are sold.
These estimates are established using historical information about the nature, frequency and average cost
of warranty claims. Management actively studies trends of warranty claims and takes action to improve
vehicle quality and minimize warranty clams. Management believes that the warranty reserve is
appropriate; however, actua clams incurred could differ from the origina estimates, requiring
adjustments to the reserve.

Changes in the product warranty accrual for the three months ended January 31, 2003, were as
follows:

Millions of dollars

Balance, beginning of period...........ccccceeicieiiecie e $ 185
Change in liability for warranties issued during the period................. 39
Change in liability for preexisting warranties..............cccoceeviveerinnenns 2
PaymMentSMaOE ........cocueiiiiiieeie e (49

Balance, end of period .........ccoeeviiiii i $ 182
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NoteL. Legal Proceedingsand Environmental Matters

The company and its subsidiaries are subject to various clams arising in the ordinary course of
business, and are parties to various lega proceedings that congtitute ordinary routine litigation incidental to
the business of the company and its subsidiaries. In the opinion of the company's management, none of
these proceedings or claims is material to the business or the financia condition of the company.

The company has been named a potentialy responsible party (PRP), in conjunction with other parties,
in a number of cases arising under an environmenta protection law, the Comprehensive Environmental
Response, Compensation, and Liability Act, popularly known as the Superfund law. These cases involve
Stes that alegedly have received wastes from current or former company locations. Based on information
available to the company which, in most cases, consists of data related to quantities and characteristics of
material generated at, or shipped to, each site as well as cost estimates from PRPs and/or federa or state
regulatory agencies for the cleanup of these Sites, a reasonable estimate is calculated of the company's share,
if any, of the probable costs and is provided for in the financial statements. These obligations are generally
recognized no later than completion of the remedial feasibility study and are not discounted to their present
vaue. The company reviews its accruals on aregular basis and believes that, based on these caculations, its
share of the potentia additional cogts for the cleanup of each site will not have a materia effect on the
company's financial results.

Note M. Segment Data
Reportable operating segment datais as follows:

Financial
Millions of dollars Truck Engine Services Total

For thequarter ended January 31, 2003

Externa revenues...........cccveeveveeevieeeennes, $ 1,091 $ 390 $ 94 $ 1,575
Intersegment revenues...........oooevveeeeniinen, - 110 8 118

Total revenues.........cocevcveevieeeiieen, $ 1,091 $ 500 $ 102 $ 1,693
Segment profit (10S9)........ccvvvvrveveivenienen, $ (96) $ (39 $ 48 $ (83

Asof January 31, 2003

SEgMENt 8SSELS....cceee i, $ 1,600 $ 963 $ 2,252 $ 4,815

For the quarter ended January 31, 2002

External revenueS.........eeeeveeeeeeeeeeeeeeaaens, $ 942 $ 440 $ 80 $ 1462
Intersegment revenues...........ccccceveeeevennen, - 97 9 106

Total revenuES.........cceeveeeeiieeeriee, $ 942 $ 537 $ 89 $ 1568
Segment profit (10SS).......cccvevereerireieennnnn, $ (111) $ 42 $ 3 $ (3

As of January 31, 2002

SegMENt 8SSELS.......veeuveieeeiecie e, $ 1,745 $ 1,025 $ 2,385 $ 5,155
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Note M. Segment Data (continued)

Reconciliation to the consolidated financial statements as of and for the quarters ended January 31 isas
follows:

Millions of dollars 2003 2002

Segment salesand reVENUES..........cceeveeeveeiecie e $ 1,693 $ 1568
Other INCOME .....coiiiiiiiee e 3 3
[NEEMCOMPENY ....ceeiiiiiee ettt e e e sreeeeeanes (118) (106)
Consolidated salesand revenues...............ccoveveeveeeveeencnenns $ 1578 $ 1465
SEYMENT 1OSS.... ottt $ (83) $ (38)
Restructuring adjustment...........coovvieeiieeeniee e - 1
COrPOrate ItEIMS. ......veeeieeeeerieie et (56) (37)
Manufacturing net iNterest EXPENSE........vvvveeevveee e (16) (13)
Consolidated pre-tax loss from continuing operations .......... $ (155) $ (87)
SEOMENT ASSELS.....ccvieiieeciie et cee ettt re e $ 4815 $ 5155
Cash and marketable SECUMtieS.........eeveeviieeee e 355 284
(DS (< (= 0 =) T TT 1,598 1,017
Corporate intangible pension assats..........ccooveeiiiee e 12 72
Other corporate and eliminations.............cccocveeiiieeiiiee e 22 60
CONSOlAAtEd BSSELS.......coceivieeceeer e $ 6802 $ 6583

Note N. Common Shareowners Equity

In November 2002, the company completed the sale of atotal of 7,755,030 shares of its common stock,
par vaue $0.10 per share, at a price of $22.566 per share, for an aggregate purchase price of $175 million to
the three employee benefit plan trusts of International. The securities were offered and sold in reliance upon
the exemption from securities registration afforded by Section 4(2) of the Securities Act of 1933 and Rule
506 under Regulation D. The proceeds from the sale of the stock will be used to fund the company’s
retirement plans in 2003.

Note O. Comprehensivelncome

The components of comprehensive loss are asfollows:
For the ThreeMonthsEnded

January 31
Millions of dollars 2003 2002
NEL1OSS.....ooiiiiiii $ (99) $ (56)
Other comprenensivVe |0SS..........coevieeiiiie e (19

Total comprehensive 10SS.........cooveeiiieeiiiee i $ (113) $ (56)
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Note P. EarningsPer Share

Earnings (loss) per share was computed as follows:

For the ThreeMonths Ended

January 31
Millions of dollars, except share and per share data 2003 2002
Loss from continuing OpErations.............ceeveieriereeeecie e, $ (98) $ (53)
Loss from discontinued Operations............c.eveeeeveeeeeinieeeeesseneeeesnnees (1) (3
NEELOSS. ...ttt e e s b e srae s sree e $ (99) $ (56)
Average shares outstanding (millions)
BaASIC et 66.4 59.8
DIUIEA ... veeieeee ettt 66.4 59.8
Basic earnings (loss) per share
ContiNUING OPEIatiONS........cc.covieieiieireeteeteeeeeee et re e re e $ (1.47) $ (0.88)
Discontinued OPEratioNS..........cccuveiueeeiieeeiieeesieeeseeeeieeesreeeseeeens (0.02) (0.05)
NELLOSS. ..ot ree e nee e enee e $ (1.49 $ (0.93)
Diluted earnings (loss) per share
ContinUING OPEIratioNS........cc.cviveireiereiieieeeee et ere e $ (1.47) $ (0.88)
Discontinued OPEratioNS............cuuieiieeeiieeerieesriiee e (0.02) (0.05)
NELLOSS. ...ttt $ (1.49 $ (0.93)

The computation of diluted shares outstanding for the three months ended January 31, 2003 and 2002,
excludes incremental shares of 6.9 million and 1.0 million, respectively, related to employee stock
options, convertible debt and other dilutive securities. These shares are excluded due to their anti-dilutive

effect as aresult of the company’ s losses for the first quarters of 2003 and

2002.



PAGE 19
Navigtar Internationa Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note Q. Condensed Consolidating Guarantor and Non-Guar antor Financial I nformation

The following tables set forth the condensed consolidating Statements of Financial Condition as of
January 31, 2003 and 2002, and the Statements of Income and Cash Flow for the three months ended
January 31, 2003 and 2002. The following information is included as a result of the guarantee of the
9 3/8% senior notes due 2006 by International, exclusive of its subsidiaries. Internationa is a direct
wholly owned subsidiary of NIC. International, exclusive of its subsidiaries, aso guarantees NIC's
obligations under its 7% senior notes due 2003, 2 1/2% senior convertible notes due 2007, and 8% senior
subordinated notes due 2008. None of NIC’s other subsidiaries guarantee any of these notes. Each of the
guarantees is full and unconditional. Separate financial statements and other disclosures concerning
International have not been presented because management believes that such information is not material
to investors. NIC includes the consolidated financia results of the parent company only, with al of its
wholly owned subsidiaries accounted for under the equity method. Internationa, for purposes of this
disclosure only, includes the consolidated financia results of its wholly owned subsidiaries accounted for
under the equity method. “Non-Guarantor Companies and Eliminations’ includes the consolidated
financia results of al other non-guarantor subsidiaries including the elimination entries for all
intercompany transactions. All applicable corporate expenses have been alocated appropriately among
the guarantor and non-guarantor subsidiaries.

NIC files a consolidated U.S. federal income tax return which includes International and its U.S.
subsidiaries. International has a tax alocation agreement (Tax Agreement) with NIC which requires
International to compute its separate federal income tax expense based on its adjusted book income. Any
resulting tax liability is paid to NIC. In addition, under the Tax Agreement, International is required to
pay to NIC any tax payments received from its subsidiaries. The effect of the Tax Agreement isto allow
NIC, rather than International, to utilize U.S. operating income/losses and NIC operating loss
carryforwards.
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Note Q. Condensed Consolidating Guarantor and Non-Guarantor Financial Information (continued)

Non-Guarantor
Companies and
Millions of dollars NIC International Eliminations Consolidated

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE THREE MONTHS ENDED JANUARY 31, 2003

SAlES AN FEVENUES.......eeueeieeeieerierene e seeiee s eenenenens $ 1 $ 1,146 $ 431 $ 1,578
Cost of products and servicesS Sold ........cocvveiieeriieiiiiciniee e, 3 1,134 283 1,420
All other Operating EXPENSES.........ccvtreeriereereenieenieeie e (6) 271 48 313
Total costSand EXPENSES .......ccccueevieereieereeieeeie et eiere e (3) 1,405 331 1,733
Equity in income (loss) of non-consolidated subsidiaries.............. (160) 85 75 -
Income (loss) from continuing operations before income taxes..... (156) (174) 175 (155)
Income tax expense (DENEFIt).........covrreieiiieiiii e (57) 13 (13) (57)
Income (loss) from continuing operations............cccceceeveeevenane. (99) (187) 188 (98)
Loss from discontinued operations............c.ccceveevveeerereereeeenans - - (1) (1)
NEt iNCOME (10SS) .....cvevreeeeeeeeeeeeee et eeeee s 99) $ (187) s 187 s (99)

CONDENSED CONSOL IDATING STATEMENT OF FINANCIAL CONDITION AS OF JANUARY 31, 2003

Assets
Cash and marketable SECUNtIES...........ccvevveceeeceeeece e $ 244 $ 11 $ 783 $ 1,038
RECEIVADIES, NEL ......eeeiiieiee et 6 187 1,504 1,697
INVENEOTIES.. ettt ettt et e e e e e e e et e e e e e aae e e e enees - 344 258 602
Property and equipment, NEt ..........cocoviiiienieeiee e - 783 554 1,337
Investment in affiliateS.......ccueeiiiiiieiee e (2,758) 757 2,001 -
Deferred tax asset and other assetS.........ccoveeevviiieeceiiiiee e 1,601 156 371 2,128
TOtal ASSELS...cccvieiiie ettt $ 907) $ 2,238 $ 5471 $ 6,802
Liabilitiesand shareowners’' equity
DEBE e $ 940 $ 19 $ 1,749 $ 2,708
Postretirement benefits liability ..... - 1,462 154 1,616
Amounts due (from) to affiliates.... (2,384) 2,281 103 -
Other ligbilities.........ccceveeveeneee. 248 1,482 459 2,189
Total liabilitieS.....coeeeieiciecee e (1,196) 5,244 2,465 6,513
Shareowners' equity (AEfiCit).....c.cuiuriierieieneie e 289 (3.006) 3,006 289
Total liabilitiesand shareowners' equity........cccccevveeeeriesceennenns $ (907) ¢ 2,238 $ 5471 $ 6,802

CONDENSED CONSOL IDATING STATEMENT OF CASH FLOW FOR THE THREE MONTHS ENDED JANUARY 31, 2003

Cash provided by (used in) operations..........c.ccceeeeveesieisernenns $ (493) $ 44 $ 108 $ (341)

Cash flow from investment programs
Purchases, net of collections, of financereceivables..................... - - 578 578

Net increase in marketable securities - - (418) (418)
Capital eXPENditUreS..........ccoviiiiiiiieieicesese e - (42) (6) (48)
Other investing actiVities...........cooviriieiie e 3) 3 23 23
Cash provided by (used in) investment programs.................... (3) (39) 177 135
Cash flow from financing activities

Net borrowings (repayments) of debt...........ccocverivrieneinieneenns 152 (2) (206) (56)
Other finanCing actiVities..........cooviriiieiiiee e 173 - (27) 146
Cash provided by (used in) financing activities........................ 325 (2) (233) 90
Cash and cash equivalents

Increase (decrease) during the period...........cooceeevieiiieniieenieenns (171) 3 52 (116)
At beginning of the period............ccccevevieiiiiiiieen 415 8 197 620

Cash and cash equivalents at end of the period........................ s 244 s 11 $ 249 s 504




PAGE 21

Navigtar Internationa Corporation and Consolidated Subsidiaries

Notes to Financial Statements (Unaudited)

Note Q. Condensed Consolidating Guarantor and Non-Guar antor Financial Information (continued)

Non-Guarantor

Companies and

Millions of dollars NIC I nter national Eliminations Consolidated
CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THREE MONTHS ENDED JANUARY 31, 2002
SAlES AN FEVENUES..........ooeeeeieeeee s s $ 2 3 1,124 $ 339 $ 1465
Cost of products and serviceS Sold .........ceeiveeeriiiiiieiiiee e - 1,042 206 1,248
Loss on sale of business - - D) (@H)]
All other operating expenses.... (6) 239 72 305

Total CoStSaN EXPENSES........cueveviireeereiierecteeere st e e (6) 1,281 277 1,552
Equity in income (loss) of non-consolidated subsidiaries.................. (98) 56 42 -
Income (loss) from continuing operations before income taxes......... (90) (101) 104 (87)
Income tax expense (benefit)..........ccceeveeenneen. (34) 6 (6) (34)
Income (loss) from continuing operations (56) (107) 110 (53
Loss from discontinued Operations............c.cccceeveverevieesrerieesneneas - - (3) (3)
NEt INCOME (10SS) ...vvvireeiicieieie ettt naeneas $ (56) $ (107) $ 107 $ _____ (56)
CONDENSED CONSOLIDATING STATEMENT OF FINANCIAL CONDITION ASOF JANUARY 31, 2002
Assets
Cash and marketable securities... $ 263 $ 8 $ 636 $ 907
Receivables, net ..........ccoceeeeeen. 6 63 1,692 1,761
INVENOrIES.....vveeevieeiee e - 344 307 651
Property and equipment, NEL ...........ccooiiieiiieiiie e - 890 780 1,670
Investment in affilialeS........cceorieiiiiiieie e (1,327) 931 396 -
Deferred tax asset and other assets........... 1,012 267 320 1,599

TOtAl @SSELS...viueveveeerieeteei ettt ettt es s (46) $ 2.503 $ 4,131 $ 6588
Liabilitiesand shareowners' equity
DEDL. .. $ 821 $ 21 $ 1,821 $ 2,663
Postretirement benefits liability ...... - 977 97 1,074
Amounts due (from) to affiliates (2,024) 1,645 379 -
Other liabilities........ccoceerieeenne. 79 1,245 449 1,773

Total lHabilitieS... .o iieeeeeeeeeeee e (1,124) 3,888 2,746 5,510
Shareowners' equity (AefiCit).......ccovvverieerienieieeece e 1,078 (1,385) 1,385 1,078
Total liabilitiesand shar €OWNers equity........c.cceeuevevevevcereveveeennen $ (46) $ 2.503 $ 4131 $ 6588

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOW FOR THE THREE MONTHS ENDED JANUARY 31, 2002

Cash provided by (used in) Operations............cccevueveerveresieesrerene $ (448) $ 71 $ 223
Cash flow from investment programs

Purchases, net of collections, of financereceivables......................... - - 202
Net (increase) decrease in marketable securities...........ccocceeveeenneen. 30 - (242)
Capital eXpenditUres...........ccovviiiiiieeieeeee e - (62) (8)
Other iNVesting aCtiVItiES..........ccceiveieeeeeccceee e 1 (7) 48
Cash provided by (used in) investment programs.............c.......... 31 (69) -
Cash flow from financing activities

Net repayments of debt...........coovviriiiiiiii - - (210)
Other finanCing aCtIVItIES .......ccveiiiiieiieeeee e 12 - -
Cash provided by (used in) financing activities...............ccccue...... 12 - (210)
Cash and cash equivalents

Increase (decrease) during the period...........ccocveeieeeiiieniie e (405) 2 13
At beginning of the PEriod............ccvviiiiiiiicicii e 658 6 158
Cash and cash equivalents at end of the period.............c..ccccu....... s 253 s 8 $ 17

$ (154)

202
(212)
(70)
42
(38)

(210)
12

(198)

(390)
822

$§ 432
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Note R. Subsequent Everts

In February 2003, NFC entered into two forward starting swap agreements with notional amounts of
$500 million and $300 million in connection with anticipated sales of retail notes and finance leases. The
purpose of these swaps is to limit NFC's interest rate exposure during the period it is accumulating
receivables for the anticipated sales of receivables. These are accounted for as non-hedging derivative
instruments.

In February 2003, the company used $100 million of the proceeds from the December 2002 issuance
of senior convertible bonds to repay the aggregate principal amount of the 7% senior notes due February
2003.
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The following additional financia information is provided based upon the continuing interest of certain

shareholders and creditors.

Navigtar International Corporation (with financial services operations on an equity basis)

Millions of dollars

Three Months Ended
January 31
Condensed Statement of Income 2003 2002
Saes of manufactured ProduCtS.............cceeecveeiieeiieccee e $ 1481 $ 1,382
OtNEr INCOME ...ttt 3 3
Total salesand reveNUES..........cocceviiiieiieee e 1,484 1,385
Cost Of ProdUCES SO .....oeoeeiiiee e 1,403 1,233
Postretirement benefitS eXPense. .........coovveriiii e 83 57
Engineering and research EXPeNSE.........cocveereeeerieeeniee e eseee e 57 64
Selling, general and administrative eXpense..........cccevveeerveeenieesieeenns 108 116
(0191 Q0= 0 TR 36 A
Total COStS aNd EXPENSES........eeeiveieireieciee et ce e e 1,687 1,504
Income (loss) from continuing operations before income taxes:
ManufaCturing OPEIaLiONS .........eeveiruieieeeiiieeeesrireeeesireee e seeeee e (203) (119
Financial ServiceS OperationS. .........ccvvveeiiieeeeesiiiieeesieee e seeee e 48 32
Loss from continuing operations before income taxes................ (155) 87)
INCOME taX DENEFIT ........eeeiieieiie e (57) (34
Loss from continuing OPErationsS.............c.eeevveeineeeenieesniee e (98) (53)
Loss from discontinued Operations ............ccovveeerieeiiieesneee e (1) (3
INEE TOSS <.t $ (99 $ (56)
January 31 October 31 January 31
Condensed Statement of Financial Condition 2003 2002 2002
Cash, cash equivalents and marketable securities............... $ 473 $ 549 $ 369
INVENEOMTES. ...t 567 566 587
Property and equipment, NEt...........coccvveeeeiiiveeeeniieee e 1,089 1,208 1,370
Equity in non-consolidated subsidiaries...............ccccecueene 474 448 425
Other GSSELS ....vvviee e eaaee e 814 683 954
Deferred tax asset, NEL........cccovcveiee e 1,597 1,526 1,013
Total @SS ...oovieiiieiee e $ 5014 $ 4,980 $ 4,718
Accounts payable, principally trade...........cccccoeevveeeeinnennn. $ 891 $ 970 $ 836
Postretirement benefits liability ..., 1,602 1,618 1,062
DEDL ... s 1,022 897 950
Other liaDilitieS.......c.eeieiiie e 1,210 1,244 792
Shar€OWNErS EQUILY .....coovuvreeiiieeiiee e 289 251 1,078
Total liabilitiesand shareowners equity.............. $ 5014 $ 4,980 $ 4718
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Navigtar Internationa Corporation and Consolidated Subsidiaries

Additional Financial Information (Unaudited)

Navistar International Corporation (with financial services operations on an equity basis)

Millions of dollars

Condensed Statement of Cash Flow

Cash flow from operations
NELIOSS ..o

Adjustments to reconcile net loss to cash used in operations:

Depreciation and amortization...................
Deferred income taxes.........cccvvvvevveeeeee.

Postretirement benefits funding in excess of expense...............
Equity in earnings of investees, net of dividends received........

Other, NEL ..o
Change in operating assets and liabilities............
Cash used in operations..........cccceeeviveeeeeninennn.

Cash flow from investment programs

Purchases of marketable securities......................
Sales or maturities of marketable securities.........
Capital expenditures..........ccocveereeeniee e,
Receivable from financial services operations......
Investment in affiliates..........cocveveeiieiieiieen,
Capitalized interest and other ..o,

Cash provided by (used in) investment programs...............cceeennne

Cash and cash equivalents

Decrease during the period..........ccooceeiiieeiiinene
At beginning of the period ...........ccccevviieiiiennne
Cash and cash equivalents at end of the period

ThreeMonths Ended
January 31
2003 2002

$ (99 $ (56)
41 39
(75) (30)
(17) ®
(29) (27)
(35) (23)
(155) (168)
(369) (273)
(28) -

10 30
(47) (69)
56 (83)

2 1
11 (10)
4 (131)
271 ©)
(94) (407)
549 766

$ 455 $ 359
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[tem 2. MANAGEMENT’SDISCUSSION AND ANALYSISOF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Certain statements under this caption that are not purely historical constitute “ forward-looking
statements” under the Private Securities Litigation Reform Act of 1995 and involve risks and
uncertainties. These forward-looking statements are based on current management expectations as of the
date made. The company assumes no obligation to update any forward-looking statements. Navistar
International Corporation’s actual results may differ significantly from the results discussed in such
forward-looking statements. Factors that might cause such a difference include, but are not limited to,
those discussed under the captions “ Restructuring and Other Non-Recurring Charges’ and “ Business
Environment.”  Additional information regarding factors that could cause actual results to differ
materially from those in the forward-looking statements is contained from time to time in the company’'s
filings with the Securities and Exchange Commission.

RESULTSOF OPERATIONS

The company reported a net loss of $99 million, or a $1.49 loss per diluted common share for the first
guarter ended January 31, 2003, primarily due to higher postretirement benefits expense, higher costs
associated with the delay of the V-6 engine program, lower engine shipments and higher start-up costs
related to the introduction of the new 6.0 liter (6.0L) V-8 engine. For the comparable quarter last year,
the net loss was $56 miillion, or a $0.93 loss per diluted common share.

The truck segment’s loss for the first quarter of 2003 decreased $15 million and revenues increased
$149 million compared to the same period last year. The truck segment’s improvements are primarily the
result of higher shipments driven by increased industry demand.

The engine segment’ s loss for the first three months of 2003 was $35 million, a $77 million decrease
compared to the same period in 2002. The engine segment’s revenues were $500 million in the first
quarter of 2003, 7% lower than the comparable quarter in 2002. The decreases in the engine segment’s
profits and revenues for 2003 are primarily the result of lower shipments, higher costs associated with the
delay of the V-6 engine program and start-up costs related to the introduction of the new 6.0L V-8 engine.

The financial services segment’s profit for the first quarter of 2003 was $48 million, a $17 million
increase over the comparable period in 2002. The increase is primarily the result of a higher gain on the
sale of retail receivables.

Sales and Revenues. Sales and revenues for the first quarter of 2003 totaled $1,578 million, 8% higher
than the $1,465 million reported for the same quarter in 2002.

United States (U.S.) and Canadian industry retail sales of Class 5 through 8 trucks totaled 64,600
units in the first quarter of 2003, 6% higher than the 60,800 units sold during this period in 2002. Class 8
heavy truck sales of 36,200 units during the first quarter of 2003 were 9% higher than the 2002 level of
33,300 units. Industry sales of Class 5, 6 and 7 medium trucks, including school buses, increased 3% to
28,400 units. Industry sales of school buses, which accounted for 22% of the medium truck market,
increased 13% to 6,200 units.

The company’ s market share in the combined U.S. and Canadian Class 5 through 8 truck market for
the first quarter of 2003 increased dightly to 26.5% from 26.4% in the same period of 2002.

Total engine shipments for the first three months of 2003 reached 77,700 units, which is 14% lower
than the 90,800 units shipped in the first quarter of 2002. Shipments of mid-range diesel engines by the
company to other origina equipment manufacturers (OEMs) during the first quarter of 2003 totaled
63,400 units, a 19% decrease from the same period of 2002.
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Finance and insurance revenue was $92 million for the first quarter of 2003, a $15 million increase
from 2002 revenue of $77 million. The increase in 2003 is primarily attributable to a greater gain on the
sale of retail receivables.

Costs and expenses. Manufacturing gross margin was 5.3% for the first quarter of 2003, a decrease from
the 10.8% reported for the same period in 2002. The decrease is primarily due to higher costs associated
with the delay of the V-6 engine program, lower volumes, the V-8 engine start-up costs previoudy
described and exchange rate effects.

Postretirement benefits expense increased $25 million from the first quarter of 2002 to $83 million.
Thisincrease is due to higher interest expense resulting from higher pension and health care obligations,
which were the result of the change in discount rates and the 2002 restructuring activities. Theincreaseis
also caused by lower returns on assets, resulting from asset losses in 2002 and a lower expected rate of
return in 2003. In addition, higher amortization expense due to significant losses in 2002 contributed to
the increase.

Engineering and research expense for the first three months of 2003 decreased $7 million to $57
million compared to the same period in 2002 due to the completion of new product introduction and
controlled spending.

Selling, general and administrative expense decreased 7% to $124 million in the first quarter of 2003
from $133 million for the comparable quarter in 2002. This is due to a decrease in the provision for
losses on receivables driven by a decrease in repossession frequency.

Restructuring and Other Nontrecurring Charges

2000 and 2002 Restructuring Charges

In October 2000, the company incurred charges for restructuring, asset write-downs and other exit
costs eventually totaling $308 million, after $2 million in net adjustments in 2001 and 2002, as part of an
overdl plan to restructure its manufacturing and corporate operations (2000 Plan of Restructuring). The
major restructuring, integration and cost reduction initiatives, which were substantially complete as of
November 30, 2001, included in the 2000 Plan of Restructuring are as follows:

Replacement of steel cab trucks with a new line of High Performance Vehicles (HPV)
and a concurrent realignment of the company’ s truck manufacturing facilities

Closure of certain operations

Launch of the next generation technology diesel engines (NGD)

Consolidation of corporate operations

Redlignment of the bus and truck dealership network and termination of various
dealerships’ contracts

In October 2002, the company’ s board of directors approved a separate restructuring plan (2002 Plan
of Restructuring) and the company incurred charges for restructuring, asset and inventory write-downs
and other exit costs totaling $372 million. In addition, the company incurred non-recurring charges of
$170 million related to its V-6 diesel engine program and $60 million in losses (net of tax) from
discontinued operations associated with its exit of the Brazil domestic truck market (see Note | to the
Financial Statements).



PAGE 27

The following are the magjor restructuring, integration and cost reduction initiatives included in the
2002 Plan of Restructuring:

Closure of facilities and exit of certain activities including the Chatham, Ontario heavy
truck assembly facility, the Springfield, Ohio body plant and a manufacturing production
line within one of the company’s plants

Offer of an early retirement program to certain union represented employees

Completion of the launch of the HPV and NGD product programs

Of the 2002 pre-tax restructuring, other non-recurring charges and adjustments of $544 million, $157
million represented non-cash charges.

Through January 31, 2003, approximately $581 million in charges related to the 2000 and 2002 Plans
of Restructuring and the 2002 non-recurring charges have been incurred. Curtailment losses of $169
million related to the company’s postretirement benefit plans have been reclassified as a non-current
postretirement benefits liability. The remaining restructuring and other non-recurring charges liability of
$271 million is expected to be funded from existing cash balances and internally generated cash flows
from operations.

A description of the significant components of the 2000 and 2002 restructuring charges are as
follows:

The 2000 Plan of Restructuring included the reduction of approximately 1,900 employees from the
workforce, primarily in North America. At October 31, 2002, the remaining $18 million balance of the
total net charge of $75 million was adjusted as part of the $94 million charge for severance and benefits
related to the 2002 restructuring charge. Pursuant to the 2002 Plan of Restructuring, an additional 3,500
positions will be eliminated throughout the company, primarily in North America. During the quarter
ended January 31, 2003, approximately $12 million was paid for severance and other benefits to
approximately 1,800 employees as a result of the two Plans of Restructuring. The severance and other
benefits balance represents costs related to future payments due to the company’s contractual severance
obligations.

Lease termination costs related to the 2000 Plan of Restructuring include future obligations under
long-term non-cancelable lease agreements at facilities being vacated following workforce reductions.
This charge primarily consisted of the estimated lease costs, net of probable sublease income, associated
with the cancellation of the company’ s corporate office lease at NBC Tower in Chicago, Illinois, which
expires in 2010. As of January 31, 2003, $9 million of the tota net charge of $38 million has been
incurred for lease termination costs, of which $1 million was incurred during the quarter.

The 2000 Plan of Restructuring included the effect of the sale of Harco National Insurance Company
(Harco). On November 30, 2001, Navistar Financial Corporation (NFC) completed the sale of Harco to
IAT Reinsurance Syndicate Ltd., a Bermuda reinsurance company. Payments related to exit costs of
approximately $2 million were incurred during the quarter.

Dedler termination costs related to the 2000 Plan of Restructuring include the termination of certain
dealer contracts in connection with the realignment of the company’ s bus distribution network, and other
litigation costs to implement the 2000 restructuring initiatives. Other exit costs principaly include $25
million of contractually obligated exit and closure costs incurred as a result of the planned closure of both
the Chatham Assembly Plant and the Springfield Body Plant. As of January 31, 2003, $24 million of the
total net charge of $68 million has been paid for dealer termination and other exit costs, of which $2
million was incurred during the quarter.
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Other Non-Recurring Charges

In addition to the 2002 Plan of Restructuring charges, the company recorded non-recurring charges of
$170 million primarily related to the discontinuance of the company’s V-6 diesel engine program with
Ford Motor Company (Ford). In October 2002, Ford advised the company that their current business case
for a V-6 diesal engine in the specified vehicles was not viable and it has discontinued its program for the
use of these engines. Ford is seeking to cancel the V-6 supply contract. As a result, the company has
determined that the timing of the commencement of the V-6 diesel engine program is neither reasonably
predictable nor probable. The non-recurring pre-tax charge of $167 million in 2002 included the write-off
of deferred pre-production codts, the write-down to fair value of certain V-6 diesel engine-related fixed
assets that were abandoned, an accrual for future lease obligations under non-cancelable operating leases
for certain V-6 diesedl engine assembly assets that will not be used by the company, an accrua for
amounts contractually owed to suppliers related to the V-6 diesel engine program and the write-down to
fair value of certain other assets.

The company is currently working with Ford to negotiate a reimbursement of its investment and
development costs as well as any amounts owed to the company’s suppliers. While the company believes
that it is legally entitled to such reimbursement under the agreement, Ford has not agreed to any such
reimbursement of the company’s investment and development costs. No anticipated recovery has been
recorded as part of the $167 million pre-tax charge. As of January 31, 2003, of the total net charge of
$170 million, $74 million has been incurred primarily related to the write-off or write-down to fair value
of fixed assets and for the payment of lease obligations of which $8 million was incurred during the
quarter.

The actions to implement the 2002 restructuring initiatives are expected to generate at least ¥0
million in annua savings for the company, due to the reduction of manufacturing fixed costs. The
company realized approximately $10 million of these benefits in the first quarter of 2003 and expects to
realize modestly higher savings throughout the rest of the year. Full annualized savings will be redized
in late 2003, once the restructuring initiatives are fully implemented.

Components of the company’s restructuring plans and other non-recurring charges, including the
plans initiated in both 2002 and 2000, are shown in the following table.

Balance Balance
October 31, Amount January 31,

Millions of dollars 2002 Incurred 2003
Severance and other bendfits................... $ 112 $ (12 $ 100
Lease terminationS .........ceveevvcvveeeeenvnennnn 30 (@) 29
Losson sale of busINESS........cvveeeeivnenn. 4 2 2
Deder terminations and other exit costs... 46 2 vavi\
Other non-recurring charges................... 104 (8 9%

TOtEl. v $ 2% $ (25 $ 271

Liquidity and Capital Resources

Cash flow is generated from the manufacture and sale of trucks and mid-range diesel engines and
their associated service parts as well as from product financing provided to the company’s dealers and
retail customers by the financial services segment. The company’s current debt ratings have made sales
of finance receivables the most economical source of funding for NFC.

The company had working capital of $72 million a January 31, 2003, compared to $209 million at
October 31, 2002. Cash used in operations during the first quarter of 2003 totaled $341 million resulting
from a net loss of $99 million, a net change in operating assets and liabilities of $139 million and $103
million of non-cash items.
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The net use of cash resulting from the change in operating assets and liabilities included an $86
million decrease in accounts payable primarily due to lower truck and engine production levelsin the first
quarter. Also included was a decrease in other liabilities primarily due to a reduction in the restructuring
liability as aresult of cash payments during the quarter.

Cash provided by investment programs resulted from a net decrease in retail notes and lease
receivables of $578 million. This was partialy offset by a net increase in marketable securities of $418
million.

Cash provided by financing activities resulted from the sale of 7,755,030 shares of the company’s
common stock for an aggregate purchase price of $175 million as well as from a net increase in long-term
debt of $137 million, which includes $190 million of new senior convertible bonds due 2007. Thesewere
partialy offset by net premiums paid on call options on the company’s stock of $25 million and a net
decrease of $193 million in notes and debt outstanding under the bank revolving credit facility and other
commercial paper programs.

NFC has traditionally obtained the funds to provide financing to the company’s deders and retail
customers from sales of finance receivables, commercia paper, short and long-term bank borrowings,
medium and long-term debt and equity capital. As of January 31, 2003, NFC's funding consisted of sold
finance receivables of $2,908 million, bank and other borrowings of $926 million, convertible debt of $174
million, secured borrowings of $301 million and equity of $387 million.

NFC securitizes and sells receivables through Navistar Financial Retail Receivables Corporation
(NFRRC), Navigtar Financia Securities Corporation (NFSC), Truck Retail Accounts Corporation (TRAC)
and Truck Engine Receivables Financing Corporation (TERFCO), al specia purpose corporations and
wholly owned subsidiaries of NFC. The sales of finance receivables in each securitization congtitute sales
under accounting principles generaly accepted in the United States of America, with the result that the sold
receivables are removed from NFC' s balance sheet and the investor’ s interests in the related trust or conduit
are not reflected as liahilities.

Through the asset-backed public market and private placement sales, NFC has been able to fund fixed
rate retail notes and finance leases at rates which are more economical than those available to NFC in the
unsecured public bond market. During the first quarter of 2003, NFC sold $824 miillion of retail notes
and finance leases, net of unearned finance income, for a pre-tax gain of $33 million. The receivables
were sold through NFRRC to an owner trust which, in turn, issued asset-backed securities that were sold
to investors. At January 31, 2003, the remaining shelf registration available to NFRRC for the public
issuance of asset-backed securities was $1,650 million.

TERFCO has in place a trust that provides for the funding of $100 million of unsecured trade
receivables generated by the sale of diesal engines and engine service parts from International to Ford.
The facility maturesin 2006. As of January 31, 2003, NFC had utilized $100 million of this facility.

TRAC hasin place arevolving retail account conduit that provides for the funding of $100 million of
eligible retall accounts. As of January 31, 2003, NFC has utilized $3 million of thisfacility. The facility
expiresin August 2003 and is renewable upon mutua consent of the parties.

As of January 31, 2003, NFSC has in place a revolving wholesale note trust that provides for the
funding of $1,012 million of eligible wholesale notes, of which $764 million has been utilized.

At January 31, 2003, available funding under NFC's bank revolving credit facilities, the revolving
retail warehouse facility and the revolving wholesale note trust was $853 million. When combined with
unrestricted cash and cash equivalents, $875 million was available to fund the general business purposes
of NFC.
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There have been no material changes in the company’s hedging strategies or derivative positions
since October 31, 2002, except for the purchased and written call options associated with the issuance of
the $190 million convertible notes. Further disclosure may be found in Note J to the Financial Statements
and in the company’s 2002 Annua Report on Form 10-K.

In November 2002, the company completed the sale of atotal of 7,755,030 shares of its common stock,
par value $0.10 per share, at a price of $22.566 per share, for an aggregate purchase price of $175 million to
the three employee benefit plan trusts of Internationa. The securities were offered and sold in reliance upon
the exemption from securities registration afforded by Section 4(2) of the Securities Act of 1933 and Rule
506 under Regulation D. The proceeds from the sale of the stock will be used to fund the company’s
retirement plansin 2003.

In December 2002, Fitch IBCA lowered the company’s and NFC's senior unsecured debt ratings to
BB from BB+. They aso lowered the company’s and NFC’ s senior subordinated debt ratings to B+ from
BB-. Alsoin December 2002, Standard and Poor’ s lowered the company’s and NFC’ s senior unsecured
debt ratings to BB- from BB and the company’s senior subordinated debt rating to B from B+. In
December 2002, Moody’s also lowered the company’s senior unsecured debt rating to Ba3 from Bal and
the company’s and NFC' s senior subordinated debt ratings to B2 from Ba2.

In December 2002, the company completed the private placement of $190 million of new senior
convertible bonds due 2007. The bonds were priced to yield 2.5% with a conversion premium of 30% on a
closing price of $26.70. Simultaneous with the issuance of the convertible bonds, the company entered into
two call option derivative contracts, the consequences of which will allow the company to diminate share
dilution upon conversion of the convertible debt from the conversion price of the bond up to a 100% premium
over the share price a issuance. In February 2003, $100 million of the net proceeds from the $190 million
offering was used to repay the aggregate principal amount of the 7% senior notes due February 2003. The
remaining funds were used to repay other existing debt, replenish cash balances that were used to repay other
debt that matured in fiscal 2002 and to pay fees and expenses related to the offering.

Cash flow from the company’ s manufacturing operations, financial services operations and financing
capacity is currently sufficient to cover planned investment in the business. The company had
outstanding capital commitments of $173 million at January 31, 2003, primarily for the HPV, NGD and
other new engine programs.

It is the opinion of management that, in the absence of significant unanticipated cash demands,
current and forecasted cash flow as well as anticipated financing actions will provide sufficient funds to
meet operating requirements and capital expenditures. Currently, under limitations in various debt
agreements, the company is generally unable to incur material amounts of additional debt. The company
is generally allowed under these limitations to refinance debt as it matures.

Management of the company’s financia services operations believes that collections on the
outstanding receivables portfolios as well as funds available from various funding sources will permit the
financial services operations to meet the financing requirements of Internationa’s dealers and retail
customers.
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Critical Accounting Policies

The company has identified critical accounting policies that, as a result of the judgments,
uncertainties, uniqueness and complexities of the underlying accounting standards and operations
involved, could result in material changes to its financial condition or results of operations under different
conditions or using different assumptions. The company’s most critical accounting policies are related to
sales dlowances, sales of receivables, product warranty, product liability, pension and other
postretirement benefits, allowance for losses and impairment of long-lived assets. Details regarding the
company’s use of these policies are described in the 2002 Annua Report on Form 10-K filed with the
Securities and Exchange Commission. There have been no material changes to these policies since
October 31, 2002.

Income Taxes

The Statement of Financial Condition at January 31, 2003, includes a deferred tax asset of $1,598
million, net of valuation allowances of $110 million. The company performs extensive anaysis to
determine the amount of the deferred tax asset. Such anaysis is based on the premise that the company
is, and will continue to be, a going concern and that it is more likely than not that deferred tax benefits
will be redlized through the generation of future taxable income. For more information, refer to
Management’s Discussion and Analysis of Financia Condition and Results of Operations and Note 3 in
the company’ s 2002 Annua Report on Form 10-K.

New Accounting Pronouncements

In November 2002, the Financial Accounting Standards Board (FASB) issued Interpretation No. 45
(FIN 45), “Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others.” FIN 45 elaborates on the disclosures to be made by a guarantor in
itsinterim and annual financia statements about its obligations under certain guarantees that it has issued.
It also requires a guarantor to recognize, at inception of a guarantee, a liability for the fair value of the
obligation undertaken in issuing the guarantee. The initial recognition and measurement provisions of
FIN 45 are applicable on a prospective basis to guarantees issued or modified after December 31, 2002.
The disclosure requirements are effective for financial statements of interim or annual periods ending
after December 15, 2002. The company has provided disclosures about guarantees in Note K to the
Financia Statements.

In December 2002, the FASB issued Statement of Financial Accounting Standards No. 148 (SFAS
148), “Accounting for Stock-Based Compensation — Transition and Disclosure,” which amends FASB
Statement No. 123, “Accounting for Stock-Based Compensation.” SFAS 148 provides alternative
methods of transition for a voluntary change to the fair value based method of accounting for stock-based
employee compensation. It aso requires prominent disclosures in both annua and interim financia
statements about the method of accounting for stock-based employee compensation and the effect of the
method used on reported results. The provisions of SFAS 148 are effective for fiscal years ending after
December 15, 2002, and the interim disclosure provisions are effective for interim periods beginning after
December 15, 2002. The company will provide the required interim disclosures beginning in the quarter
ending April 30, 2003.

In January 2003, the FASB issued Interpretation No. 46 (FIN 46), “Consolidation of Variable Interest
Entities”  This interpretation addresses consolidation requirements of variable interest entities.
Transferors to qualified specia purpose entities (QSPES) subject to the reporting requirements of FASB
Statement No. 140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities,” are excluded from the scope of this interpretation. The company currently sells receivables
to entities meeting the requirements of QSPES.
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Business Environment

Sales of Class 5 through 8 trucks have historically been cyclical, with demand affected by such
economic factors as industrial production, construction, demand for consumer durable goods, interest
rates and the earnings and cash flow of dealers and customers. Truck saes in the first quarter were
hindered by a number of factors including the overal state of the economy, rising insurance costs,
tightened credit availability and increased fuel prices. The company’s U.S. and Canadian order backlog
at January 31, 2003, is 19,300 units, consistent with January 31, 2002. Historically, retail ddiveries have
been impacted by the rate at which new truck orders are received. Therefore, in order to manage through
the current downturn, the company continually evaluates order receipts and backlog throughout the year
by balancing production with demand as appropriate. An industry-wide dowdown in orders for medium-
duty trucks resulted in the temporary layoff of 250 workers at the compary’s Springfield Assembly Plant
in the first quarter.

The company currently projects 2003 U.S. and Canadian Class 8 heavy truck demand to be 156,000
units, down 4% from 2002. Class 6 and 7 medium truck demand, excluding school buses, is forecast at
82,000 units, 13% higher than in 2002. Demand for school buses is expected to be 27,500 units, consistent
with 2002. Mid-range diesdl engine shipments by the company to OEMs in 2003 are expected to be
346,000 units, 10% higher than 2002.
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Item 3.

Item 4.

Navistar International Corporation and Consolidated Subsidiaries
Quantitative and Qualitative Disclosures About Market Risk

The company’s primary market risks include fluctuations in interest rates and currency
exchange rates as further described in Item 7A of the 2002 Annual Report on Form 10-K.

Interest rate risk is the risk that the company will incur economic losses due to adverse changesin
interest rates. The company measures its interest rate risk by estimating the net amount by which
the fair value of al of its interest rate senstive assets and liabilities would be impacted by
selected hypothetical changes in market interest rates. Fair value is estimated using a discounted
cash flow analysis. Assuming a hypothetical instantaneous 10% adverse change in interest rates
as of January 31, 2003, the net fair value of these instruments would decrease by approximately
$27 million. The company’s interest rate sengitivity analysis assumes a paralel shift in interest
rate yield curves. The model, therefore, does not reflect the potential impact of changes in the
relationship between short-term and long-term interest rates.

There have been no material changes in the company’s foreign currency risk since October 31,
2002, as reported in the 2002 Annual Report on Form 10-K.

Controls and Procedures

Evaluation of disclosure controls and procedures

The company’s principal executive officer and principal financial officer evaluated the
company’s disclosure controls and procedures (as defined in rule 13a-14(c) and 15d-14(c)
under the Securities Exchange Act of 1934, as amended (the Exchange Act)) as of a date
within 90 days before the filing of this quarterly report (the Evaluation Date). Based on that
evauation, the principal executive officer and principal financia officer of the company
concluded that, as of the Evaluation Date, the disclosure controls and procedures in place at the
company were adequate to ensure that information required to be disclosed by the company,
including its consolidated subsidiaries, in reports that the company files or submits under the
Exchange Act, is recorded, processed, summarized and reported on a timely basis in
accordance with applicable rules and regulations. Although the company’s principal executive
officer and principal financial officer believe the company’s existing disclosure controls and
procedures are adequate to enable the company to comply with its disclosure obligations, the
company intends to formalize and document the procedures already in place and establish a
disclosure committee.

Changesin internal controls

The company has not made any significant changes to its internal controls subsequent to the
Evaluation Date. The company has not identified any significant deficiencies or material
weaknesses or other factors that could significantly affect these controls, and therefore, no
corrective action was taken.
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Item 1.

Navistar International Corporation and Consolidated Subsidiaries

PART Il - OTHER INFORMATION

Lega Proceedings

The company and its subsidiaries are subject to various claims arising in the ordinary course of
business, and are parties to various legal proceedings that constitute ordinary routine litigation
incidental to the business of the company and its subsidiaries. In the opinion of the company’s
management, none of these proceedings or clams are materid to the business or the financia
condition of the company.

Various claims and controversies have arisen between the company and its former fuel system
supplier, Caterpillar Inc. (Caterpillar), regarding the ownership and validity of certain patents
covering fuel system technology used in the company's new version of diesel engines that were
introduced in February 2002. In June 1999, in Federal Court in Peorig, Illinois, Caterpillar
sued Sturman Industries, Inc. (Sturman), the company’s joint venture partner in developing
fud system technology, aleging that technology invented and patented by Sturman and
licensed to the company, belongs to Caterpillar. After a trial, on July 18, 2002, the jury
returned a verdict in favor of Caterpillar finding that this technology belongs to Caterpillar
under a prior contract between Caterpillar and Sturman. Sturman is seeking to set aside the
verdict and will apped any adverse judgment. The company intends to cooperate in these
efforts. The company believes that Caterpillar may assert claims against the company
regarding this and other aspects of fuel system technology that it may claim is used in the
company's new engines. In January 2002, Caterpillar sued the company in the Circuit Court in
Peoria County, Illinois, and the company counter claimed against Caterpillar each alleging the
other breached the purchase agreement pursuant to which Caterpillar supplied fuel systems for
the company’s prior version of diesel engines. The alleged breaches involve Caterpillar's
refusal to supply the new fuel system and the company’ s subsequent replacement of Caterpillar
as the supplier of such systems for the company’ s new version of diesdl engines. The company
believes that it has meritorious defenses to any such claims Caterpillar has asserted or may
assert against the company and will defend vigorously any such actions. Based upon the
information developed to date, the company believes that the proceedings or claims will not
have a materia adverse impact on the business, results of operations or financial condition of
the company.
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Item 2.

Navistar International Corporation and Consolidated Subsidiaries

PART Il - OTHER INFORMATION (continued)

Changes in Securities and Use of Proceeds

Directors of the company who are not employees receive an annua retainer and meeting fees
payable at their election in shares of common stock of the company or in cash. Currently the
board of directors mandates that at least one-fourth of the annua retainer be paid in the form of
common stock of the company. For the period covered by this report, receipt of approximately
1,228 shares was deferred as payment for the 2002 annual retainer and meeting fees. 1n each
case, the shares were acquired at prices ranging from $23.955 to $30.305, which represented
the fair market value of such shares on the date of acquisition. Exemption from registration of
the shares is claimed by the company under Section 4(2) of the Securities Act of 1933, as
amended.

In November 2002, the company sold an aggregate amount of 7,755,030 shares of common
stock in three separate sales, 4,653,018 shares to the International Non-Contributory
Retirement Plan Trust, 1,551,006 shares to the International Retirement Plan for Salaried
Employees Trust, and 1,551,006 shares to the International Retiree Health Benefit Trust, for an
aggregate purchase price of $175 million, and per share purchase price of $22.566. Each trust
is a funding trust for an employee benefit plan sponsored by International. The company
appointed Jennison Associates LLC (Jennison) as investment manager for each trust with
respect to the company stock, and Jennison has been given discretionary authority regarding
voting and disposition of the stock. The company, has, however, retained the power to revoke
or change the appointment of Jennison. The company intends to use the proceeds from the
offering to fund the company’s retirement plans in 2003. The offer and sale of the securities
was exempt from the registration requirements of the Securities Act of 1933, as amended,
pursuant to Section 4(2) thereof and Regulation D promulgated thereunder. On December 6,
2002, the company filed a registration statement for the resale of the securities, which
registration statement was declared effective on January 10, 2003.

In December 2002, the company completed an offering of $190 million in aggregate principal
amount of 2.50% Senior Convertible Notes due 2007. The notes are general unsecured
obligations of the company and are convertible, at the option of the holder, into shares of the
common stock of the company at a conversion price of $34.71. International has guaranteed,
on a senior unsecured basis, the company’ s obligations under the notes. Interest is payable on
the notes semiannually in arrears on June 15 and December 15 of each year commencing on
June 15, 2003. The initial purchaser of the notes was Credit Suisse First Boston. From the
aggregate offering price of $190 million, the company received $186,200,000. The company
used the proceeds from the offering as follows: (i) to repay the aggregate principal amount of
the 7% Senior Notes due February 2003; (ii) to repay other existing debt; (iii) to replenish cash
bal ances that were used to repay other debt that matured in fiscal 2002; and (iv) to pay fees and
expenses related to the offering. The offer and sale of the notes were exempt from the
registration requirements of the Securities Act of 1933, as amended, pursuant to Rule 144A
promulgated thereunder. On February 25, 2003, the company filed a registration statement for
the resale of the notes and the shares of common stock issuable upon conversion of the notes.

Payments of cash dividends and the repurchase of common stock are currently limited due to
restrictions contained in the company’s $400 million Senior Notes, $250 million Senior
Subordinated Notes and $19 million Note Purchase Agreement. The company has not paid
dividends on the common stock since 1980 and does not expect to pay cash dividends on the
common stock in the foreseeable future.
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Item 6.

Navistar International Corporation and Consolidated Subsidiaries

PART Il — OTHER INFORMATION (continued)

Exhibits and reports on Form 8-K

10-Q Page
(@) Exhibits:
3. Articles of Incorporation and By-Laws E-1
4. Instruments Defining the Rights of Security Holders,
Including Indentures E-2
99.1 CEO Catification Pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. E-6
99.2 CFO Caetification Pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. E-7

(b) Reportson Form 8K:

The company filed a current report on Form 8K with the Commission on November 8,
2002, in which the company announced the sae of common stock to three of the
employee benefit plan trusts of International Truck and Engine Corporation.

The company furnished a current report on Form 8-K with the Commission on November
21, 2002, in which the company provided information regarding timing of and access to
its fourth quarter 2002 earnings release conference call.

The company furnished a current report on Form 8K with the Commission on December
2, 2002, in which the company announced a voluntary plan through which shareholders
owning fewer than 100 shares may either sell their holdings or purchase shares to bring
them up to 100.

The company filed a current report on Form 8K with the Commission on December 3,
2002, in which the company released its fourth quarter 2002 earnings.

The company filed a current report on Form 8K with the Commission on December 11,
2002, in which the company announced plans to issue $190 million in senior convertible
bonds.

The company filed a current report on Form 8K with the Commission on December 11,
2002, in which the company announced that the current president and chief operating
officer, Daniel C. Ustian, was elected chief executive officer effective February 19, 2003.

The company filed a current report on Form 8K with the Commission on December 11,
2002, in which the company announced the pricing of the $190 million new senior
convertible bonds to be sold in a private placement.

The company furnished a current report on Form 8-K with the Commission on January 17,
2003, in which the company provided information regarding timing of and access to its
first quarter 2003 earnings release conference call.
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SIGNATURE

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

NAVISTAR INTERNATIONAL CORPORATION

(Registrant)

/s Mark T. Schwetschenau

Mark T. Schwetschenau
Vice President and Controller
(Principal Accounting Officer)

March 14, 2003
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CERTIFICATION

I, Daniel C. Ustian, certify that:
1. | have reviewed this quarterly report on Form 10-Q of Navistar International Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not miseading with respect to the period covered by this quarterly

report;

3. Based on my knowledge, the financia statements, and other financial information included in this
quarterly report, fairly present in al materia respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the
registrant and we have:

a) designed such disclosure controls and procedures to ensure that materia information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

b) evauated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this quarterly report (the “Evaluation Date”); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation, to
the registrant’ s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

a) dl significant deficiencies in the design or operation of interna controls which could
adversaly affect the registrant’s ability to record, process, summarize and report financia data
and have identified for the registrant’ s auditors any material weaknesses in internal controls;
and

b) any fraud, whether or not materia, that involves management or other employees who have a
significant role in the registrant’ s interna controls; and

6. The registrant’ s other certifying officer and | have indicated in this quarterly report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evauation, including any corrective actions with regard
to significant deficiencies and material weaknesses.

Date: March 14, 2003

/9 Danid C. Ustian
Danid C. Ustian
President and Chief Executive Officer
(Principal Executive Officer)
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CERTIFICATION

I, Robert C. Lannert, certify that:
1. | have reviewed this quarterly report on Form 10-Q of Navistar International Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact
or omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not miseading with respect to the period covered by this quarterly

report;

3. Based on my knowledge, the financial statements, and other financial information included in this
quarterly report, fairly present in al materia respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the
registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date
within 90 days prior to the filing date of this quarterly report (the “ Evaluation Date”); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation, to
the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing
the equivalent functions):

a) al sgnificant deficiencies in the design or operation of internal controls which could
adversaly affect the registrant’s ability to record, process, summarize and report financia data
and have identified for the registrant’s auditors any material weaknesses in internal controls;
and

b) any fraud, whether or not materia, that involves management or other employees who have a
significant role in the registrant’ s interna controls; and

6. The registrant’s other certifying officer and | have indicated in this quarterly report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with regard
to significant deficiencies and material weaknesses.

Date: March 14, 2003

/s Robert C. Lannert
Robert C. Lannert
Vice Chairman and Chief Financia Officer
(Principal Financia Officer)
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EXHIBIT 3

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

ARTICLES OF INCORPORATION AND BY-LAWS
The following documents of Navistar International Corporation are incorporated herein by reference:

Restated Certificate of Incorporation of Navistar International Corporation effective July 1, 1993,
filed as Exhibit 3.2 to Annua Report on Form 10-K dated October 31, 1993, which was filed on
January 27, 1994, Commission File No. 1-9618, and amended as of May 4, 1998.

The By-Laws of Navistar International Corporation effective February 14, 1995, filed as Exhibit 3.2
on Annua Report on Form 10-K dated October 31, 1995, which was filed on January 26, 1996, on
Commission File No. 1-9618.



EXHIBIT 4

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENTURES

The following insruments of Navistar Internationa Corporation and its principa subsidiary
International Truck and Engine Corporation, and its principa subsidiary Navistar Financial Corporation
defining the rights of security holders are incorporated herein by reference.

4.1

4.2

4.3

4.4

4.5

4.6

Indenture, dated as of February 4, 1998, by and between Navistar International Corporation and
Harris Trust and Savings Bank, as Trustee, for 7% Senior Notes due 2003 for $100,000,000.
Filed on Regigtration No. 333-47063.

Indenture, dated as of February 4, 1998, by and between Navistar International Corporation and
Harris Trust and Savings Bank, as Trustee, for 8% Senior Subordinated Notes due 2008 for
$250,000,000. Filed on Registration No. 333-47063.

$100,000,000 Revolving Credit Agreement dated as of July 9, 1999, as amended by
Amendment No. 7 dated as of April 25, 2001, among Arrendadora Financiera Navistar, SA.
de C.V., Servicios Financieros Navistar, SAA. de C.V. and Navistar Comercial, SA. de C.V.
and Banco Naciona de Mexico, SA. de C.V. The Regisirant agrees to furnish to the
Commission upon request a copy of such agreement which it has elected not to file under the
provisions of Regulation 601(b)(4)(iii).

$50,000,000 Mexican Peso Credit Agreement dated as of November 22, 2000, by and
between Servicios Financieros Navistar, SA. de C.V., Arrendadora Financiera Navistar,
SA. de C.V., Navistar Comercia, S.A. de C.V. and Banco Nacional de Obrasy Servicios
Publicos, SN.C. The Registrant agrees to furnish to the Commission upon request a copy of
such agreement which it has elected not to file under the provisions of Regulation
601(b)(4)(iii).

Credit Agreement for $820,000,000 Revolving Credit and Competitive Advance Facility
dated as of December 8, 2000, between Navistar Financial Corporation, Arrendadora
Financiera Navistar, SA. de C.\V., Servicios Financieros Navistar, SA. de C.V. and
Navistar Comercia, S.A. de C.V., as borrowers, lenders party hereto, The Chase Manhattan
Bank as Administrative Agent, Bank of America as Syndication Agent and Bank of Nova
Scotia as Documentation Agent. Filed as Exhibit 10.05 to Navistar Financial Corporation's
Form 10-Q dated March 15, 2001. Commission File No. 1-4146- 1.

Guarantee, dated as of December 8, 2000, made by Navistar International Corporation, in
favor of The Chase Manhattan Bank, as Administrative Agent, for the lenders parties to the
Credit Agreement, dated as of December 8, 2000, among Navistar Financial Corporation
and Arrendadora Financiera Navistar, S.A. de C.V., Servicios Financieros Navistar, SA. de
C.V. and Navistar Comercia, SA. de C\V., the Lenders, Bank of America, N.A., as
syndication agent, The Bank of Nova Scotia, as documentation agent, and the
Administrative Agent. Filed as Exhibit 10.07 to Navistar Financia Corporation’s Form 10-
Q dated March 15, 2001. Commission File No. 1-4146-1.

E-2



4.7

4.8

4.9

4.10

411

4.12

4.13

4.14

EXHIBIT 4 (continued)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTSOF SECURITY HOLDERS,
INCLUDING INDENTURES

Indenture, dated as of May 31, 2001, by and between Navistar International Corporation,
International Truck and Engine Corporation and BNY Midwest Trust Company, as Trustee,
for 93/8% Senior Notes due 2006 for $400,000,000. Filed on Registration No. 333-64626.

First Supplement to Indenture, dated as of May 31, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 7% Senior Notes due 2003 for $100,000,000. Filed on
Registration No. 333-64626.

First Supplement to Indenture, dated as of May 31, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 8% Senior Subordinated Notes due 2008 for $250,000,000.
Filed on Registration No. 333-64626.

Note Purchase Agreement, dated as of June 15, 201, as amended by Amendment dated
August 16, 2001, between International Truck and Engine Corporation and the State of
Wisconsin Investment Board for 9.95% Senior Notes due 2011 for $19,000,000. The
Registrant agrees to furnish to the Commission upon request a copy of such agreement,
which it has elected not to file under the provisions of Regulation 601(b)(4)(iii).

$250,000,000 Mexican Peso Credit Agreement dated as of July 25, 2001, as amended by
Amendment No. 2 dated as of August 21, 2002, by and between Servicios Financieros
Navistar, SA. de C.V., Arrendadora Financiera Navistar, S A. de C.V., Navistar Comercid,
SAA. de C.V. and Banco Naciona de Obras y Servicios Publicos, SIN.C. The Registrant
agrees to furnish to the Commission upon request a copy of such agreement which it has
elected not to file under the provisions of Regulation 601(b)(4)(iii).

First Supplement to Indenture, dated as of August 22, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 93/8% Senior Notes due 2006 for $400,000,000. Filed as
Exhibit 4.19 to Annua Report on Form 10-K dated December 18, 2001. Commission File
No. 1-9618.

Second Supplement to Indenture, dated as of August 22, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 8% Senior Subordinated Notes due 2008 for $250,000,000.
Filed as Exhibit 420 to Annua Report on Form 10-K dated December 18, 2001.
Commission File No. 1-9618.

$30,000,000 Revolving Credit Agreement dated as of October 25, 2001, as amended by
Amendment No. 2 dated as of August 29, 2002, among Arrendadora Financiera Navistar,
S.A. de C.V. and Servicios Financieros Navistar, S.A. de C.V. and Export Development
Canada. The Registrant agrees to furnish to the Commission upon request a copy of such
agreement which it has elected not to file under the provisions of Regulation 601(b)(4)(iii).
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4.15

4.16

417

4.18

4.19

4.20

421

EXHIBIT 4 (continued)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENTURES

$500,000,000 Mexican Peso Medium Term Promissory Notes Program issued November 22,
2001, by Servicios Financieros Navigtar, SA. de C.V. and placed in the market by the
intermediate underwriter Casa de Bolsa Citibank, SA. & C.V. The Registrant agrees to
furnish to the Commission upon request a copy of such agreement which it has elected not to
file under the provisions of Regulation 601(b)(4)(iii).

$200,000,000 Mexican Peso Revolving Credit Agreement dated as of November 27, 2001, as
amended by Amendment No. 3 dated as of January 31, 2003, and renewed on this same date,
among Arrendadora Financiera Navigtar, SA. de C.V. and Servicios Financieros Navigtar, SA.
de C.V. and Comerica Bank Mexico, S.AA. The Registrant agrees to furnish to the Commission
upon request a copy of such agreement which it has elected not to file under the provisions of
Regulation 601(b)(4)(iii).

$120,000,000 Mexican Peso Revolving Credit Agreement dated as of February 27, 2002,
among Arrendadora Financiera Navistar, S.A. de C.V., as borrower, and Nacional Financiera,
S.N.C., aslender. The Registrant agrees to furnish to the Commission upon request a copy of
such agreement which it has elected not to file under the provisions of Regulation
601(b)(4)(iii).

$120,000,000 Mexican Peso Revolving Credit Agreement dated as of February 27, 2002,
among Servicios Financieros Navidtar, SA. de C.V., as borrower, and Naciona Financiera,
SIN.C., aslender. The Registrant agrees to furnish to the Commission upon request a copy of
such agreement which it has elected not to file under the provisons of Regulation
601(b)(4)(iii).

Navigtar International Corporation Restated Stock Certificate filed as Exhibit 4.20 to Form
10-Q dated March 11, 2002. Commission File No. 1-9618.

Indenture, dated as of March 25, 2002, by and among Navistar Financial Corporation,
Navistar International Corporation and BNY Midwest Trust Company, as Trustee, for
Navistar Financial Corporation’s 4.75% Subordinated Exchangeable Notes due 2009 for
$220,000,000. Filed as Exhibit 4.1 to Form S3 dated May 7, 2002. Registration No. 333-
87716.

Registration Rights Agreement, dated as of March 25, 2002, by and among Navistar
Financia Corporation, Navistar International Corporation, Salomon Smith Barney, Inc. and
Banc of America Securities, LLC. Filed as Exhibit 4.2 to Form S3 dated May 7, 2002.
Registration No. 333-87716.
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4.22

4.23

4.24

4.25

4.26

4.27

4.28

EXHIBIT 4 (continued)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENTURES

$141,000,000 Mexican Peso Revolving Credit Agreement dated as of May 14, 2002, among
Servicios Financieros Navistar, S.A. de C.V. and Arrendadora Financiera Navistar, S.A. de
C.V., as borrowers and Ixe Banco, S.A., as lender. The Registrant agrees to furnish to the
Commission upon request a copy of such agreement which it has elected not to file under the
provisions of Regulation 601 (b)(4)(iii).

$10,000,000 Revolving Credit Agreement dated as of May 31, 2002, among Servicios
Financieros Navistar, S.A. de C.V. and Arrendadora Financiera Navistar, SA. de C.V., as
borrowers and Banco Internacional, S.A., as lender. The Registrant agrees to furnish to the
Commission upon request a copy of such agreement which it has elected not to file under the
provisions of Regulation 601 (b)(4)(iii).

$50,000,000 Mexican Peso Revolving Credit Agreement dated as of June 24, 2002, between
Servicios Financieros Navistar, SAA. de C.V., as borrower and Banco Invex, S.A., as lender.
The Registrant agrees to furnish to the Commission upon request a copy of such agreement
which it has elected not to file under the provisions of Regulation 601 (b)(4)(iii).

$200,000,000 Mexican Peso Revolving Credit Agreement dated as of October 16, 2002,
among Servicios Financieros Navistar, SA. de C.V. and Arrendadora Financiera Navistar,
SA. de C.V., asborrowers and Scotiabank Inverlat, SA., aslender. The Registrant agreesto
furnish to the Commission upon request a copy of such agreement which it has elected not to
file under the provisions of Regulation 601 (b)(4)(iii).

Registration Rights Agreement, dated as of November 8, 2002, by and between Navistar
International Corporation and the Investors party thereto. Filed as Exhibit 4.3 to Form S3
dated December 6, 2002. Registration No. 333-101684.

Indenture, dated as of December 16, 2002, by and among Navistar International Corporation,
International Truck and Engine Corporation and BNY Midwest Trust Company, as Trustee,
for Navistar International Corporation’s 2.50% Senior Convertible Notes due 2007 for
$190,000,000. Filed as Exhibit 4.3 to Form S3 dated February 25, 2003. Registration No.
333-103437.

Registration Rights Agreement, dated as of December 16, 2002, by and between Navistar
International Corporation and Credit Suisse First Boston Corporation. Filed as Exhibit 4.2 to
Form S-3 dated February 25, 2003. Registration No. 333-103437.

Instruments defining the rights of holders of other unregistered long-term debt of Navistar and its
subsidiaries have been omitted from this exhibit index because the amount of debt authorized under any such
instrument does not exceed 10% of the total assets of the Registrant and its consolidated subsidiaries. The
Registrant agrees to furnish a copy of any such instrument to the Commission upon request.
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EXHIBIT 99.1

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 Navistar International Corporation (the "Company")
on Form 10-Q for the period ended January 31, 2003 as filed with the Securities and Exchange
Commission on the date hereof (the "Report”), I, Daniel C. Ustian, Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in al material respects, the
financial condition and result of operations of the Company.

/s Danidl C. Ustian
Danidl C. Ustian

Chief Executive Officer
March 14, 2003

This certification accompanies the Report pursuant to 8 906 of the Sarbanes-Oxley Act of 2002
and shall not be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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EXHIBIT 99.2

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 Navistar International Corporation (the "Company")
on Form 10-Q for the period ended January 31, 2003 as filed with the Securities and Exchange
Commission on the date hereof (the "Report"), I, Robert C. Lannert, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in al material respects, the
financial condition and result of operations of the Company.

/9 Robert C. Lannert
Robert C. Lannert
Chief Financial Officer
March 14, 2003

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002
and shall not be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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