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Act.    Yes  o    No  þ 
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K.  þ 
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definition of "large accelerated filer," "accelerated filer," and "smaller reporting
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company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
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As of April 30, 2012, the aggregate market value of common stock held by non-affiliates of the registrant was
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Documents incorporated by reference: Portions of the Company's proxy statement for the 2013 annual meeting of
stockholders to be held on February 19, 2013 are incorporated by reference in Part III.
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Disclosure Regarding Forward-Looking Statements
Information provided and statements contained in this report that are not purely historical are forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended ("Securities Act"),
Section 21E of the Securities Exchange Act of 1934, as amended ("Exchange Act"), and the Private Securities
Litigation Reform Act of 1995. Such forward-looking statements only speak as of the date of this report and Navistar
International Corporation assumes no obligation to update the information included in this report.
Such forward-looking statements include, but are not limited to, statements concerning:
•estimates we have made in preparing our financial statements;
•our development of new products and technologies;
•the anticipated sales, volume, demand, and markets for our products;

•the anticipated performance and benefits of our products and technologies, including our advanced clean engine
solutions;

•

our business strategies relating to, and our ability to meet, federal and state regulatory heavy-duty diesel emissions
standards applicable to certain of our engines, including the timing and costs of compliance and consequences of
noncompliance with such standards, as well as our ability to meet other federal, state and foreign regulatory
requirements;
•our business strategies and long-term goals, and activities to accomplish such strategies and goals;
•anticipated benefits from acquisitions, strategic alliances, and joint ventures we complete;

•our expectations relating to the dissolution of our Blue Diamond Truck joint venture with Ford Motor Company
("Ford") expected in December 2014;

•our expectations and estimates relating to restructuring activities, including restructuring and integration charges and
timing of cash payments related thereto, and operational flexibility, savings, and efficiencies from such restructurings;
•our expectations relating to the possible effects of anticipated divestitures and closures of businesses;

•our expectations relating to our cost-reduction actions, including our voluntary separation program, involuntary
reduction in force, and other actions to reduce discretionary spending;
•our expectations relating to our ability to service our long-term debt;
•our expectations relating to our retail finance receivables and retail finance revenues;

•our anticipated costs relating to the development of our emissions solutions products and other product modifications
that may be required to meet other federal, state, and foreign regulatory requirements;
•our anticipated capital expenditures;
•our expectations relating to payments of taxes;
•our expectations relating to warranty costs;
•our expectations relating to interest expense;
•costs relating to litigation and similar matters;
•estimates relating to pension plan contributions and unfunded pension and postretirement benefits;
•trends relating to commodity prices; and

•anticipated trends, expectations, and outlook relating to matters affecting our financial condition or results of
operations.
These statements often include words such as "believe," "expect," "anticipate," "intend," "plan," "estimate," or similar
expressions. These statements are not guarantees of performance or results and they involve risks, uncertainties, and
assumptions. Although we believe that these forward-looking statements are based on reasonable assumptions, there
are many factors that could affect our actual financial results or results of operations and could cause actual results to
differ materially from those in the forward-looking statements. Factors that could cause or contribute to differences in
our future financial results include those discussed in Item 1A, Risk Factors, set forth in Part I, as well as those
discussed elsewhere in this report. All future written and oral forward-looking statements by us or persons acting on
our behalf are expressly qualified in their entirety by the cautionary statements contained herein or referred to above.
Except for our ongoing obligations to disclose material information as required by the federal securities laws, we do
not have any obligations or intention to release publicly any revisions to any forward-looking statements to reflect
events or circumstances in the future or to reflect the occurrence of unanticipated events.
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Available Information
We are subject to the reporting and information requirements of the Exchange Act and as a result, are obligated to file
annual, quarterly, and current reports, proxy statements, and other information with the United States ("U.S.")
Securities and Exchange Commission ("SEC"). We make these filings available free of charge on our website
(http://www.navistar.com) as soon as reasonably practicable after we electronically file them with, or furnish them to,
the SEC. Information on our website does not constitute part of this Annual Report on Form 10-K. In addition, the
SEC maintains a website (http://www.sec.gov) that contains our annual, quarterly, and current reports, proxy and
information statements, and other information we electronically file with, or furnish to, the SEC. Any materials we file
with, or furnish to, the SEC may also be read and/or copied at the SEC’s Public Reference Room at 100 F Street, N.E.,
Washington, D.C. 20549. Information on the operation of the Public Reference Room may be obtained by calling the
SEC at 1-800-SEC-0330.
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PART I
Item 1.Business
Navistar International Corporation ("NIC"), incorporated under the laws of the State of Delaware in 1993, is a holding
company whose principal operating subsidiaries are Navistar, Inc. and Navistar Financial Corporation ("NFC").
References herein to the "Company," "we," "our," or "us" refer to NIC and its subsidiaries, including certain variable
interest entities ("VIEs") of which we are the primary beneficiary. We report our annual results for our fiscal year,
which ends October 31. As such, all references to 2012, 2011, and 2010 contained within this Annual Report on
Form 10-K relate to the fiscal year unless otherwise indicated.
Overview
We are an international manufacturer of International® brand commercial and military trucks, IC Bus™ ("IC") brand
buses, MaxxForce® brand diesel engines, and recreational vehicles ("RV") under the Monaco® RV ("Monaco") family
of brands, as well as a provider of service parts for all makes of trucks and trailers. Additionally, we are a private-label
designer and manufacturer of diesel engines for the pickup truck, van, and sport-utility vehicle ("SUV") markets. We
also provide retail, wholesale, and lease financing of our trucks and parts.
Our Strategy
Our core business is the North American truck and bus market, where we participate primarily in the Class 4 through
8 vehicle market segments. We believe that a fundamental factor in achieving success in these markets is the
integration of our engines into the trucks we manufacture. Historically we had success in the bus and Class 6 and 7
truck segments due to the integration of our engines in these vehicles. In 2009, we expanded our engine offering to
include heavy-duty big-bore engines branded MaxxForce 11L or 13L, which were offered in our Class 8 vehicles. We
believe that an effective vertical integration of our engines and trucks where we have a strong market share is the best
method to create product differentiation and value as it distinguishes product performance and creates an expanded
stream of revenue for service parts over the life cycle of the vehicle. We also recently expanded our truck product
offering to include a Class 4 and 5 vehicle and believe this will be an important element of our growth going forward.
Emissions regulation is a key element of our industry. Historically, a fundamental component of our strategy was to
leverage Advanced Exhaust Gas Recirculation ("EGR"), which we believed to have certain advantages, as part of a
proprietary engine technology path. It was our belief that our proprietary engine technology would eliminate the need
for additional after-treatment components on our vehicles, including urea-based Selective Catalytic Reduction
("SCR").
We failed to achieve Environmental Protection Agency ("EPA") certification of this technology path to meet 2010
EPA emissions standards for our heavy-duty engines and as a result, in July 2012, we announced a change to our
engine emissions strategy. We are now aggressively pursuing the technology path followed by others in the industry
by adding SCR components to our engines and our vehicles.
In addition to modifying our technology path to meet emissions standards, we decided to discontinue our investment
in certain heavy-duty engines and discontinue product development on our MaxxForce 15L Big-Bore engine in favor
of purchasing 15L engines from a proven and established engine original equipment manufacturer ("OEM") supplier.
In December 2012, we introduced trucks with these engines to the market. We believe the offering of a proven and
market-accepted 15L engine combined with our trucks will allow us to increase our customer-base and, potentially,
enhance our share of the Class 8 market.
We continue to believe that with our new engine strategy, our products will demonstrate superior performance as
measured by fuel economy and that we will be successful in recapturing market share. To that end, our primary focus
in the near term is to execute the change in our engine strategy and to improve the quality of our products. We
redeployed a substantial portion of our resources to focus on this direction.
We have renewed our focus on our primary markets, which are North American Class 4 through 8 trucks and buses,
and realigned the Company around a more functionally-oriented structure in order to reduce overhead expenses and
other costs. We implemented a new Return on Invested Capital ("ROIC") methodology to determine where we will
focus our investments as well as identify businesses that do not return their cost of capital. Additionally, we are using
a ROIC decision framework to re-examine our individual businesses. This effort is ongoing, and may lead to some
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We are also realigning our management structure around the functional expertise needed to execute our core North
American strategy. We believe this realignment will result in better execution of our strategies, streamline the decision
making process, create better alignment towards a common objective, and reduce our operating costs.
Emissions Standards Compliance Update
We continue to be impacted by challenges related to our strategy for meeting 2010 EPA emissions standards.
However, over the latter half of 2012, we have made a number of significant strides, including:

•In July 2012, we announced our next-generation clean engine solution to meet 2010 EPA emissions standards. Our
engine strategy combines our EGR engines with an after-treatment solution utilizing SCR.

•

In October 2012, we signed a definitive agreement with Cummins Inc. ("Cummins") for Cummins to supply its
urea-based after-treatment system to us. This after-treatment system will be combined with our engines to meet 2010
EPA emissions standards and we expect it to help facilitate our satisfaction of future greenhouse gas ("GHG")
standards such as those applicable to medium and heavy-duty engines and vehicles being phased in for model years
2014 to 2017. In addition to our agreement with Cummins, we continue to refine plans and timelines to begin
introducing our new product offering, taking into consideration a number of factors, including: current and projected
balances of emissions credits currently used to meet EPA emissions standards; our ability to utilize non-conformance
penalties ("NCPs") to achieve compliance; projected sales volumes; and customer needs. We maintain our target of a
phased-in product introduction plan commencing with the MaxxForce 13L engine in April 2013, followed by our
medium engine offerings.

•
As part of our expanded relationship with Cummins, we are offering the Cummins ISX15 engine (the
"Cummins 15L"), which currently meets EPA emissions standards, in certain models. We began offering the
Cummins 15L engine as a part of our North American on-highway truck line-up in December 2012.

We believe that our new engine strategy provides a path to meeting 2010 EPA emissions standards, as well as GHG
standards, and positions us for future success. This will help to address distractions and uncertainty around engine
certification and continuation of heavy-duty product offerings that had a detrimental impact on our performance,
including a deterioration of market share. In the near term, we expect to be further impacted during the transition to
our new engine strategy. For example, we have incurred significant research, development, and tooling costs to design
and produce our engine product lines to meet the EPA and California Air Resources Board ("CARB") on-highway
heavy-duty diesel ("HDD") emissions standards, including the required on-board diagnostics ("OBD"). These
emissions standards have resulted in, and will continue to result in, a significant increase in the cost of our products. In
addition, the ongoing nature of our transition to a new engine strategy creates the potential for gaps in our product
offerings that could further impact our results.
Our Operating Segments
We operate in four industry segments: Truck, Engine, Parts (collectively called "manufacturing operations"), and
Financial Services, which consists of NFC and our foreign finance operations (collectively called "financial services
operations"). Corporate contains those items that do not fit into our four segments. Selected financial data for each
segment, as well as information relating to customer concentration, can be found in Note 15, Segment reporting, to the
accompanying consolidated financial statements.
Truck Segment
The Truck segment manufactures and distributes a full line of Class 4 through 8 trucks and buses in the common
carrier, private carrier, government, leasing, construction, energy/petroleum, military vehicle, and student and
commercial transportation markets under the International and IC brands. This segment also produces RVs, including
non-motorized towables, under the Monaco family of brands, and concrete mixers under the Continental Mixers
brand, as well as we expect future offerings of refuse truck bodies under the E-Z Pack brand. During 2012, we idled
our Workhorse Custom Chassis (“WCC”) business. Our strategy is to continue to deliver the highest quality commercial
trucks, buses, RVs, and defense vehicles. The Truck segment is our largest operating segment based on total external
sales and revenues.
The Truck segment's manufacturing operations in the U.S. and Mexico (collectively called "North America") consist
principally of the assembly of components manufactured by our suppliers, and to a lesser extent, the production of
certain sheet metal components, including truck cabs.
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We compete primarily in the School bus and Class 4 through 8 medium and heavy truck markets within the U.S. and
Canada, which we consider our "traditional" markets. We continue to develop our "expansion" markets, which include
Mexico, international export, U.S. and non-U.S. military, RV, and other truck and bus markets. The products we sell
to the U.S. military are derivatives of our commercial vehicles and allow us to leverage our manufacturing and
engineering expertise, utilize existing plants, and seamlessly integrate our engines. We also sell International and CAT
branded trucks through our alliance
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with Caterpillar Inc. ("Caterpillar") in North America and other global markets. We also have a joint venture with
Mahindra & Mahindra Ltd. ("Mahindra") called Mahindra Navistar Automotives Ltd. (“MNAL”). The Company is in
discussions with Mahindra regarding the potential purchase by Mahindra of our interests in MNAL.
We market our commercial products through our extensive independent dealer network in North America, which
offers a comprehensive range of services and other support functions to our end users. Our commercial trucks are
distributed in virtually all key markets in North America, as well as select markets outside of North America, through
our distribution and service network retail outlets, which is comprised of; 784 in the U.S. and Canada, 86 in Mexico,
and 292 international locations, as of October 31, 2012. We occasionally acquire and operate dealer locations
("Dealcors") for the purpose of transitioning ownership. In addition, our network of used truck centers and
International certified used truck dealers in the U.S. and Canada provides trade-in support to our dealers and national
accounts group, and markets all makes and models of reconditioned used trucks to owner-operators and fleet buyers.
The markets in which the Truck segment competes are subject to considerable volatility and fluctuation in response to
cycles in the overall business environment. These markets are particularly sensitive to the industrial sector, which
generates a significant portion of the freight tonnage hauled. Government regulation has also impacted, and will
continue to impact, trucking operations as well as the efficiency and specifications of trucking equipment.
The Class 4 through 8 truck and bus markets in North America are highly competitive. Major
U.S.-controlled domestic competitors include: PACCAR Inc. ("PACCAR") and Ford. Competing foreign-controlled
domestic manufacturers include: Freightliner and Western Star (both subsidiaries of Daimler-Benz AG ("Mercedes
Benz")), Volvo and Mack (both subsidiaries of Volvo Global Trucks), and Hino (a subsidiary of Toyota Motor
Corporation ("Toyota")). Major U.S. military vehicle competitors include: BAE Systems, Force Protection, Inc.,
General Dynamics Land Systems, and Oshkosh Truck. In addition, smaller, foreign-controlled market participants
such as Isuzu Motors America, Inc. ("Isuzu"), UD Trucks North America (a subsidiary of AB Volvo ("UD Trucks")),
and Mitsubishi Motors North America, Inc. ("Mitsubishi") are competing in the U.S. and Canadian markets with
primarily imported products. For the RV business, our major competitors include: Thor Industries, Inc., Forest River,
Inc., Tiffin Motorhomes, Inc., Winnebago Industries, Inc., and Fleetwood RV, Inc. In Mexico, the major domestic
competitors are Kenmex (a subsidiary of PACCAR) and Mercedes Benz.
Engine Segment
The Engine segment designs and manufactures diesel engines across the 50 through 500 horsepower range under the
MaxxForce brand name for use primarily in our International branded Class 6 and 7 medium trucks, Class 8 heavy
trucks, and military vehicles, our IC branded school buses, as well as other applications. In addition to providing
high-tech diesel engines for Navistar captive applications, our engines are also sold to global OEMs for various
on-and-off-road applications. Our engines are sold worldwide for use in an assortment of applications utilizing the
MaxxForce brand name. Also, we offer contract manufacturing services to OEMs for the assembly of their engines,
particularly in South America. Also included in the Engine segment is our Blue Diamond Parts ("BDP") joint venture
with Ford, which manages the sourcing, merchandising, and distribution of certain service parts for North American
Ford vehicles. The Engine segment is our third largest operating segment based on total external sales and revenues.
To help us return to profitability, our strategy is to expand our Engine segment sales, grow our global presence
through our South American subsidiary and joint ventures, and control our costs. The Engine segment has engaged in
various strategic joint ventures to further our reach to global markets, including our joint venture in China with Anhui
Jianghuai Automobile Co ("JAC") and in India with Mahindra called Mahindra-Navistar Engines Private Ltd
(“MNEPL”). The Company is in discussions with Mahindra regarding the potential purchase by Mahindra of our
interests in MNEPL.
To control cost and technology, the Engine segment previously expanded its operations to include Pure Power
Technologies, LLC ("PPT"), a components company focused on air, fuel, and after-treatment systems to meet more
stringent Euro and U.S. EPA emissions standards. 
The Engine segment has manufacturing operations in the U.S., Brazil, and Argentina.  The operations at these
facilities consist principally of the assembly of components manufactured by PPT and our suppliers, as well as
machining operations relating to steel and grey iron components, and certain higher technology components necessary
for our engine manufacturing operations.
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In South America, our subsidiary, MWM International Industria De Motores Da America Do Sul Ltda. ("MWM")
merged into another wholly-owned subsidiary, International Indústria de Motores da América do Sul Ltda. ("IIAA")
in 2011 and is now known as IIAA. IIAA is a leader in the South American mid-range diesel engine market, sells
products in more than 35 countries on five continents, and provides customers with additional engine offerings in the
agriculture, marine, and light truck markets.
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In the U.S. and Canada mid-range commercial truck diesel engine market, our primary competitors are Cummins,
Mercedes Benz, Isuzu, and Hino. In South America, IIAA competes with Mitsubishi and Toyota in the Mercosul
pickup and SUV markets; Cummins, Mercedes Benz, and Fiat Powertrain ("FPT") in the light and medium truck
markets; Mercedes Benz, Cummins, Scania, MAN, Volvo, and FPT in the heavy truck market; Mercedes Benz in the
bus market; New Holland (a subsidiary of CNH Global N.V.), Sisu Diesel (a subsidiary of AGCO Corporation), and
Deere & Company in the agricultural market; and Scania and Cummins in the stationary market. In Mexico, we
compete in Classes 4 through 8 with our MaxxForce 4.8L, 7L, DT, and 9L engines, facing competition from
Cummins, Isuzu, Hino, Mercedes Benz, and Ford. The introduction of our MaxxForce 11L and 13L Big-Bore engines
in Mexico will depend on the availability of low sulfur diesel fuel throughout the country.
Parts Segment
The Parts segment supports our brands of International commercial and military trucks, IC buses, MaxxForce engines,
as well as our other product lines, by providing customers with proprietary products together with a wide selection of
other standard truck, trailer, and engine service parts. We distribute service parts in North America and the rest of the
world through the dealer network that supports our Truck and Engine segments. The Parts segment is our second
largest operating segment based on total external sales and revenues.
We believe our extensive dealer channel provides us with an advantage in serving our customers by having our parts
available when and where our customers require service. Goods are delivered to our customers either through one of
our eleven regional parts distribution centers in North America or through direct shipment from our suppliers for parts
not generally stocked at our distribution centers. We have a dedicated parts sales team within North America, as well
as national account teams focused on large fleet customers, and a government and military team. In addition, we serve
global customers with dedicated sales teams and distribution centers in South Africa. In conjunction with the Truck
sales and technical service group, we provide an integrated support team that works to find solutions to support our
customers.
Financial Services Segment
The Financial Services segment provides and manages retail, wholesale, and lease financing of products sold by the
Truck and Parts segments and their dealers within the U.S. and Mexico. Substantially all revenues earned by the
Financial Services segment are derived from supporting the sales of our vehicles and products. We also finance
wholesale and retail accounts receivable, of which substantially all revenues earned are received from the Truck and
Parts segments. The Financial Services segment continues to meet the primary goal of providing and managing
financing to our customers in U.S. and Mexico markets by arranging cost-effective funding sources, while working to
mitigate credit losses and impaired vehicle asset values. This segment provided wholesale financing for 88% and 90%
of our new truck inventory sold by us to our dealers and distributors in the U.S. in 2012 and 2011, respectively.
The Financial Services segment manages the relationship with Navistar Capital (an alliance with GE Capital) which
provides retail financing to our customers in the U.S. GE Capital has provided financing to support the sale of our
products in Canada for over 20 years. This segment is also facilitating financing relationships in other countries to
align with the Company's global operations.
Government Contracts
As a U.S. government contractor, we are subject to specific regulations and requirements as mandated by our
contracts. These regulations include Federal Acquisition Regulations, Defense Federal Acquisition Regulations, and
the Code of Federal Regulations. We are also subject to routine audits and investigations by U.S. government agencies
such as the Defense Contract Management Agency and Defense Contract Audit Agency. These agencies review and
assess compliance with contractual requirements, cost structure, cost accounting, and applicable laws, regulations, and
standards.
Many of our existing U.S. government contracts extend over multiple years and are conditioned upon the continuing
availability of congressional appropriations. In addition, our U.S. government contracts generally permit the
contracting government agency to terminate the contract, in whole or in part, either for the convenience of the
government or for default based on our failure to perform under the contract.
Engineering and Product Development
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Our engineering and product development programs are focused on product improvements, innovations, and
cost-reductions, and these related costs are incurred by our Truck and Engine segments. As a truck manufacturer, we
are focused on further development of our International brand commercial trucks and military trucks, as well as
modifying our trucks to accommodate our MaxxForce engines with the Cummins' urea-based after-treatment system
and the integration of the Cummins 15L engine. As a diesel engine manufacturer, we have incurred research,
development, and tooling costs to design our engine product lines
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to meet emissions and OBD regulatory requirements and to provide engine solutions to support a global marketplace.
The Company participates in very competitive markets with constant changes in regulatory requirements and
technology and, accordingly, the Company continues to believe that a strong commitment to engineering and product
development is required to drive long-term growth. Our engineering and product development expenditures were $539
million in 2012 compared to $532 million in 2011 and $464 million in 2010.
Acquisitions, Strategic Agreements, and Joint Ventures
We continuously seek and evaluate opportunities in the marketplace that provide us with the ability to leverage new
technology, expand our engineering expertise, provide access to "expansion" markets, and identify component and
material sourcing alternatives that meet our ROIC thresholds. Periodically, we enter into collaborative strategic
relationships and acquire businesses that allow us to generate manufacturing efficiencies, economies of scale, and
market growth opportunities. We also routinely re-evaluate our existing relationships to determine whether they
continue to provide the benefits we originally envisioned as well as review potential partners for new opportunities.
We consider the following joint ventures and businesses an integral part of our long-term growth strategy:

•
In 2006 and 2008, we completed two joint ventures with Mahindra in India. We have a 49% ownership in each joint
venture, which operate under the names of MNAL and MNEPL, respectively. The Company is in discussions with
Mahindra regarding the potential purchase by Mahindra of our interests in MNAL and MNEPL.

•

In August 2012, the Company and JAC received formal approval from the Chinese government to move forward with
their commercial engine joint venture. The joint venture will focus on meeting the emerging needs of the Chinese
commercial truck market by providing JAC with access to Navistar's Euro IV and Euro V compliant technology. The
joint venture also sets the stage for global export opportunities of JAC's light-, medium- and heavy-duty commercial
trucks. The joint venture is subject to finalization of certain ancillary agreements among the parties.

•
During 2012, the Company also initiated certain strategic initiatives, including an agreement with Indiana Phoenix to
sell front-discharge concrete mixers through our Continental Mixer subsidiary, and the acquisition of certain assets
from E-Z Pack related to the manufacture of refuse truck bodies.
The Company is currently evaluating its portfolio of assets to validate their strategic and financial fit. To allow us to
increase our focus on our North America core businesses, we are evaluating product lines, businesses, and engineering
programs that fall outside of our core businesses. We are using ROIC, combined with an assessment of the strategic fit
to our core businesses, to identify areas that are not performing to our expectations. For those areas, we are evaluating
whether to fix, divest, or close and expect to realize incremental benefits from these actions in the near future.
Backlog
Our worldwide backlog of unfilled truck orders, which are subject to cancellation or return in certain circumstances,
as of October 31, 2012 and 2011 are provided in the following table:

Units Value

As of October 31: (in
billions)

2012 25,000 $ 1.8
2011 32,000 2.4
Production of our October 31, 2012 backlog is expected to be substantially completed during 2013. Although the
backlog of unfilled orders is one of many indicators of market demand, other factors such as changes in production
rates, internal and supplier available capacity, new product introductions, and competitive pricing actions may affect
point-in-time comparisons.
Employees
As our business requirements change, fluctuations may occur within our workforce from year to year. In 2012, our
employee headcount was impacted by actions taken to control spending across the Company which included targeted
reductions of certain costs. These actions, announced in August 2012, included offering the majority of our U.S.-based
non-represented salaried employees the opportunity to apply for a voluntary separation program ("VSP"). Along with
the employees who chose to participate in the VSP, we also used attrition and an involuntary reduction in force to
eliminate additional positions in order to meet our targeted reductions goal. In addition to these actions in the U.S., our
Brazilian operations utilized an involuntary reduction in force to eliminate certain positions. Approximately 1,300
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employees were impacted by these actions, of which 1,200 employees exited by October 31, 2012 and the remaining
will exit in 2013. For more information, see Note 2, Restructurings and Impairments, to the accompanying
consolidated financial statements.
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The following tables summarize the number of employees worldwide as of the dates indicated and an additional
subset of active union employees represented by the United Automobile, Aerospace and Agricultural Implement
Workers of America ("UAW"), and other unions, for the periods as indicated. See Item 1A, Risk Factors, for further
discussion related to the risk associated with labor and work stoppages.

As of October 31,  
2012 2011 2010

Employees worldwide:
Total active employees 16,900 19,000 15,800
Total inactive employees(A) 1,600 1,800 2,900
Total employees worldwide 18,500 20,800 18,700
Total active union employees:
Total UAW 1,700 2,000 1,700
Total other unions 2,500 3,900 2,400
__________________ 

(A)

Employees are considered inactive in certain situations including disability leave, leave of absence, layoffs, and
work stoppages. Included within inactive employees are approximately 600 employees, 1,000 employees, and
1,100 employees as of October 31, 2012, 2011, and 2010, respectively, represented by the National Automobile,
Aerospace and Agricultural Implement Workers of Canada ("CAW") at our Chatham, Ontario heavy truck plant
related to the expiration of the CAW contract on June 30, 2009. In 2011, the Company committed to close this
facility due to an inability to reach a collective bargaining agreement with the CAW.

Patents and Trademarks
We seek and obtain patents on our inventions and own a significant patent portfolio. Additionally, many of the
components we purchase for our products are protected by patents that are owned or controlled by the component
manufacturer. We have licenses under third-party patents relating to our products and their manufacture and grant
licenses under our patents. The monetary royalties paid or received under these licenses are not material.
Our primary trademarks are an important part of our worldwide sales and marketing efforts and provide instant
identification of our products and services in the marketplace. To support these efforts, we maintain, or have pending,
registrations of our primary trademarks in those countries in which we do business or expect to do business. We grant
licenses under our trademarks for consumer-oriented goods, such as toy trucks and apparel, outside the product lines
that we manufacture. The monetary royalties received under these licenses are not material.
Supply
We purchase raw materials, parts, and manufactured components from numerous third-party suppliers. To avoid
duplicate tooling expenses and to maximize volume benefits, single-source suppliers fill a majority of our
requirements for parts and manufactured components.
The impact of an interruption in supply will vary by commodity and type of part. Some parts are generic to the
industry while others are of a proprietary design requiring unique tooling, which require additional effort to relocate.
However, we believe our exposure to a disruption in production as a result of an interruption of raw materials and
supplies is no greater than the industry as a whole. In order to alleviate losses resulting from an interruption in supply,
we maintain contingent business interruption insurance for loss of earnings and/or extra expense directly resulting
from physical loss or damage at a direct supplier location.
While we believe we have adequate assurances of continued supply, the inability of a supplier to deliver could have an
adverse effect on production at certain of our manufacturing locations.
Impact of Government Regulation
Truck and engine manufacturers continue to face significant governmental regulation of their products, especially in
the areas of environmental and safety matters. New on-highway emissions standards commenced in the U.S. on
January 1, 2007, which reduced allowable particulate matter and allowable nitrogen oxide ("NOx") and have reached
the last phase-in period effective with engine model year 2010. This change in emissions standards resulted in a
significant increase in the cost of our products to meet these emissions levels.
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In 2010, the initial phase-in of OBD requirements commenced for the initial family of truck engines and those
products have been certified. The phase-in for the remaining engine families occurs in 2013. Canadian heavy-duty
engine emissions regulations essentially mirror those of the EPA. In Mexico, we offer EPA 2004 and Euro IV engines
that comply with current standards in that country.
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Truck manufacturers are also subject to various noise standards imposed by federal, state, and local regulations. The
engine is one of a truck's primary sources of noise, and we therefore work closely with OEMs to develop strategies to
reduce engine noise. We are also subject to the National Traffic and Motor Vehicle Safety Act ("Safety Act") and
Federal Motor Vehicle Safety Standards ("Safety Standards") promulgated by the National Highway Traffic Safety
Administration ("NHTSA").
Government regulation related to climate change is under consideration at the U.S. federal and state levels. Because
our products use fossil fuels, they may be impacted indirectly due to regulation, such as a cap and trade program,
affecting the cost of fuels. On May 21, 2010, President Obama directed the EPA and the Department of Transportation
to adopt rules by July 30, 2011 setting greenhouse gas emission and fuel economy standards for medium and
heavy-duty engines and vehicles beginning with model year 2014. The EPA and NHTSA issued proposed rules on
November 30, 2010. We were active participants in the discussions surrounding the development of regulations and
filed comments with the EPA on the proposed rules on January 31, 2011. The final rules, which were issued on
September 15, 2011, begin to apply in 2014 and are fully implemented in model year 2017. The agencies' stated goals
for these rules were to increase the use of currently existing technologies. The Company plans to comply with these
rules through use of existing technologies and implementation of emerging technologies as they become available.
Several of the Company's vehicles have been certified early for the 2013 model year with the remaining vehicles and
all engines required to be certified in 2014. In addition to the U.S., Canada and Mexico are also considering the
adoption of fuel economy and/or greenhouse gas regulations. On April 14, 2012, Canada issued for comment
proposed greenhouse gas emissions regulations (the "Canadian Proposal"), which are similar to the U.S. regulations.
The Company is evaluating the Canadian Proposal and expects to comment as necessary. We expect that heavy duty
fuel economy rules will be under consideration in other global jurisdictions in the future. These standards will impact
development and production costs for vehicles and engines. There will also be administrative costs arising from the
implementation of the rules.
Our facilities may be subject to regulation related to climate change and climate change itself may also have some
impact on the Company's operations. However, these impacts are currently uncertain and the Company cannot predict
the nature and scope of those impacts.

10
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Executive Officers of the Registrant
The following selected information for each of our current executive officers (as defined by regulations of the SEC)
was prepared as of November 30, 2012.
Lewis B. Campbell, 66, has served as Chief Executive Officer of NIC and Executive Chairman of the Board of
Directors of NIC since August 2012. Prior to joining NIC, Mr. Campbell held numerous positions with Textron Inc., a
$12 billion publicly traded industrial company, including Chairman from 1999 until his retirement in 2010, Chief
Executive Officer from 1998 to 2009, and President from 1994 to 1999 and from 2001 to 2009. Mr. Campbell joined
Textron as Chief Operating Officer in 1992. Prior to joining Textron, Mr. Campbell served in a variety of roles at
General Motors Company, including Vice President and General Manager, Flint Automotive Division for
Buick/Oldsmobile/Cadillac as well as Vice President and General Manager, GMC Trucks.
Troy A. Clarke, 57, has served as President and Chief Operating Officer of NIC since August 2012. Prior to this
position, Mr. Clarke served Navistar, Inc. as President of the Truck and Engine Group from June to August 2012,
President of Asia-Pacific Operations of Navistar, Inc. from 2011 to 2012, and as Senior Vice President of Strategic
Initiatives of Navistar, Inc. from 2010 to 2011. Prior to joining Navistar, Inc., Mr. Clarke held various positions at
General Motors, including President of General Motors North America from 2006 to 2009 and President of General
Motors Asia Pacific from 2003 to 2006. On June 1, 2009, General Motors filed for voluntary reorganization under
Chapter 11 of the U.S. Bankruptcy Code.
Andrew J. Cederoth, 47, has served as Executive Vice President and Chief Financial Officer of NIC since September
2009. Mr. Cederoth has also served as a director of Navistar, Inc. since April 2009, and Executive Vice President and
Chief Financial Officer at Navistar, Inc. since September 2009. Prior to these positions, he was interim principal
financial officer and Senior Vice President-Corporate Finance of NIC from June 2009 to September 2009, Senior Vice
President-Corporate Finance of NIC from April 2009 to June 2009, Vice President and Chief Financial Officer of the
Engine Division of Navistar, Inc. from 2006 to April 2009, and Vice President and Treasurer of Navistar Financial
Corporation from 2001 to 2005.
Jack Allen, 54, has served as President of North American Truck and Parts since June 2012. Prior to this role,
Mr. Allen held various positions with the Company, most recently as President of North American Trucks since 2008,
as well as President of the Engine Group from 2004 to 2008, Vice President and General Manager of the Parts Group
from 2002 to 2004 and Vice President and General Manager of the Blue Diamond Truck Company, a joint venture
with Ford, from 2001 to 2002.
Eric Tech, 49, has served as President, Global Truck and Engine of Navistar, Inc. since June 2012. Prior to this
position, Mr. Tech served Navistar, Inc. as President, Engine Group from July 2009 to June 2012, Vice President and
General Manager, Engine from November 2008 to July 2009, Vice President and General Manager, Light, Medium
and Heavy Truck from July 2008 to November 2008, Vice President and General Manager, Vee and Inline Business
Unit from September 2007 to July 2008 and as Vice President and General Manager, Vee Business Unit from May
2006 to September 2007.  Prior to joining Navistar, Inc., Mr. Tech held various positions of increasing responsibility
at the Ford Motor Company in engineering, quality, product planning, and vehicle and program management, most
recently as Chief Engineer for Super Duty Truck Programs.
Steven K. Covey, 61, has served as Senior Vice President and General Counsel of NIC since 2004 and Chief Ethics
Officer since 2008. Mr. Covey has also served as Senior Vice President and General Counsel of Navistar, Inc. since
2004. Prior to these positions, Mr. Covey served as Deputy General Counsel of Navistar, Inc. from April 2004 to
September 2004 and as Vice President and General Counsel of Navistar Financial Corporation from 2000 to 2004.
Mr. Covey also served as Corporate Secretary for NIC from 1990 to 2000 and Associate General Counsel of Navistar,
Inc. from 1992 to 2000.
James M. Moran, 47, has served as Vice President and Treasurer of NIC since 2008. Mr. Moran also served as Vice
President and Treasurer of Navistar, Inc. since 2008. Prior to these positions, Mr. Moran served as Vice President and
Assistant Treasurer of both NIC and Navistar, Inc. from 2007 to 2008 and Director of Corporate Finance of Navistar,
Inc. from 2005 to 2007. Prior to joining NIC, Mr. Moran served as Vice President and Treasurer of R.R. Donnelley &
Sons Company, an international provider of print and print related services, from 2003 to 2004, and Assistant
Treasurer of R.R. Donnelley & Sons Company from 2002 to 2003. Prior to that, Mr. Moran held various positions in
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corporate finance, strategic planning, and credit and collections at R.R. Donnelley & Sons Company.
Richard C. Tarapchak, 47, has served as Vice President and Corporate Controller (Principal Accounting Officer) of
NIC since March 2010. Prior to this position, Mr. Tarapchak served as Vice President-Strategic Initiatives of Navistar,
Inc. from 2008 to March 2010. Mr. Tarapchak also served as Vice President and Chief Financial Officer of the Truck
Group of Navistar, Inc. from 2005 to 2008, Director, Corporate Financial Analysis of Navistar, Inc. from 2003 to
2005 and Director, Finance and Operations of Navistar, Inc. from 2000 to 2003.
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Curt A. Kramer, 44, has served as Corporate Secretary of NIC since 2007. Mr. Kramer has also served as Associate
General Counsel and Corporate Secretary of Navistar, Inc. since 2007. Prior to these positions, Mr. Kramer served as
General Attorney of Navistar, Inc. from April 2007 to October 2007, Senior Counsel of Navistar, Inc. from 2004 to
2007, Senior Attorney of Navistar, Inc. from 2003 to 2004, and Attorney of Navistar, Inc. from 2002 to 2003. Prior to
joining Navistar, Inc., Mr. Kramer was in private practice.
Gregory W. Elliott, 51, has served as Senior Vice President, Human Resources and Administration of Navistar, Inc.
since 2008. Prior to this position, Mr. Elliott served as Vice President, Corporate Human Resources and
Administration of Navistar, Inc. from 2004 to 2008 and as Vice President, Corporate Communications of Navistar,
Inc., from 2000 to 2004. Prior to joining Navistar, Inc., Mr. Elliott served as Director of Executive Communications of
General Motors Corporation from 1997 to 1999.
Item 1A.Risk Factors
Our financial condition, results of operations, and cash flows are subject to various risks, many of which are not
exclusively within our control, which may cause actual performance to differ materially from historical or projected
future performance. We have in place an Enterprise Risk Management ("ERM") process that involves systematic risk
identification and mitigation covering the categories of Strategic, Financial, Operational, and Compliance risk. The
goal of ERM is not to eliminate all risk, but rather to identify, assess and rank risks; assign, mitigate and monitor
risks; and report the status of our risks to the Management Risk Committee and the Board of Directors and its
committees. The risks described below could materially and adversely affect our business, financial condition, results
of operations, or cash flows. These risks are not the only risks that we face and our business operations could also be
affected by additional factors that are not presently known to us or that we currently consider to be immaterial to our
operations.
Our solutions for meeting U.S. federal and state emissions requirements may not be successful or may be more costly
than planned.
Truck and engine manufacturers continue to face significant governmental regulation of their products, especially in
the areas of environment and safety. We have incurred, and will continue to incur, significant research, development,
and tooling costs to design and produce our engine product lines to meet the EPA and CARB on-highway HDD
emission standards that have reduced the allowable levels of NOx to the current limit of 0.20g NOx and include the
required OBD. The regulations requiring OBD began the initial phase-in during 2010 for truck engines and are a part
of our product plans.
We attempted to meet these emissions standards using Advanced EGR until July 2012, when we announced that we
changed our engine emission strategy for our HDD engines from an EGR-only strategy to a strategy of combining our
EGR technology with SCR after-treatment systems. Both of these HDD engine strategies have resulted in and will
continue to result in potential uncertainties related to our ability to meet these emission standards, and/or an increase
in the cost of our products, and have several associated risks that we have set forth below. Any of the following risks
relating to our HDD engine strategies could materially and adversely affect our business, financial condition, results
of operations, liquidity and capital resources, or cash flows. Although the following describes those scenarios which
we can reasonably anticipate, we can offer no assurances that other outcomes will not occur or that the effects of the
scenarios described below will not be more severe than we currently anticipate.
In 2012, 2011 and 2010, certain of our HDD engine families met EPA and CARB certification requirements by using
emission credits we earned by producing low-NOx engines earlier than was required by the EPA. In January 2012, the
EPA promulgated the Interim Final Rule establishing NCPs for HDD engines, and we began using NCPs for trucks
using certain of our HDD engines in 2012. In June 2012, the D.C. Circuit Court ruled that the EPA did not follow the
required rulemaking processes and issued an order vacating the Interim Final Rule. The Company, as an intervenor in
that action, asked for a rehearing, and in August 2012, the D.C. Circuit Court denied that request. The Court's ruling
became final on August 24, 2012. Following that decision, some of our competitors filed a lawsuit asking the D.C.
Circuit Court to invalidate the emission certificates issued to us under the Interim Final Rule. The D.C. Circuit Court
has not yet ruled on this matter, and we cannot assure you that the court will rule in our favor.
Also in January 2012, the EPA published a Notice of Proposed Rulemaking for a final NCP rule (the "Final Rule"),
which proposed to make NCPs available in model years 2012 and later for emissions of NOx above the 0.20g limit for
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both medium and heavy HDD engines. The EPA approved the Final Rule for heavy HDD engines on September 5,
2012, and indicated that it was still reviewing comments and data, and thus would not finalize NCPs at that time as to
medium HDD engines, for which the Company has emissions credits expected to last into calendar year 2014. After
approval of the Final Rule, the maximum NCP per heavy HDD engine is $3,775 for the remainder of 2012, and is
subject to an upward annual adjustment in 2013. The Final Rule has been challenged by some of our competitors in
the D.C. Circuit Court. The court has not yet ruled on this matter, and we cannot assure you the court will rule in our
favor.
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Currently, CARB, and the corresponding agencies of nine other states that have adopted California's emission
standards, do not make available engine certification using NCPs. Therefore, we continue to sell engines and trucks in
these ten states (the "10 CARB States") using the NOx emission credits previously described. Under current
conditions and at the current pace of HDD engine production, we expect our emission credits for heavy HDD engines
may be consumed sometime in the first calendar quarter of 2013. Unless CARB (and the corresponding nine other
states) begin allowing NCPs for engine sales, we will not be able to sell trucks with our heavy HDD engines in the 10
CARB States after our credits are consumed until CARB certifies these engines to the 0.20g NOx standard.
In October 2012, we announced a definitive agreement with Cummins under which Cummins Emission Solutions will
supply its SCR after-treatment system for our 13L engines, as well as other light and medium HDD engines. As a part
of our expanded relationship with Cummins, we are offering the Cummins 15L as a part of our North American
on-highway truck line-up. We began phasing in the Cummins 15L engine in December 2012. We expect to phase in
the high volume 13L SCR engines in April 2013. We anticipate phasing in our lower volume 13L SCR engines later
in 2013 in stages. We anticipate product gaps in the 10 CARB States for certain of the lower volume 13L EGR
engines prior to full introduction of our SCR engines, which we anticipate to be June 2013. The duration of the gaps
will be dependent on a number of factors including but not limited to our ability to execute as planned, the availability
of emissions credits and product mix.
Although we passed Performance Compliance Audit (“PCA”) testing on our 13L and 15L engines, our 11L engines
failed to meet PCA testing requirements. We received a letter from the EPA notifying us of its intent to suspend or
void the certificate of conformity for our 11L engines being sold using NCPs (“11L NCP Engines”), based on our failure
to timely comply with conditions in the certificate that require PCA testing on these engines. We expect that the EPA
will issue a final decision suspending the certification of our 11L NCP Engines and will require us to take corrective
action, including recalibrating or reprogramming our 11L NCP Engines, to lower the NOx output. The EPA may also
take similar action with regard to our 11L engines sold using emissions credits.
In addition, we expect to achieve OBD certification for model year 2013 light and medium HDD engines in March
2013 for the highest volume of these engines, and as late as June 2013 for lower volume light HDD engines.
Beginning in the first calendar quarter of 2013, we anticipate gaps in production of light and medium HDD engines as
we work to achieve OBD certification. Our 13L SCR engines must also achieve OBD certification, and these engines
face similar risks if they do not achieve OBD certification by their projected April 2013 phase-in.
Increased warranty costs may negatively impact our near term operating results.
Emissions regulations in the U.S. and Canada have resulted in rapid product development cycles, driving significant
changes from previous engine models. In 2010, we introduced changes to our engine line-up in response to 2010
emissions standards ("2010 Engines"). Component complexity and other related factors associated with meeting
emissions standards have contributed to higher repair costs that exceeded those that we have historically experienced.
Historically, warranty claims experience for launch-year engines has been higher compared to the prior model-year
engines; however, over time we have been able to refine both the design and manufacturing process to reduce both the
volume and the severity of warranty claims. While we continue to improve the design and manufacturing of our
engines to reduce the volume and severity of warranty claims, we have continued to experience higher warranty spend
than expected which has contributed to significantly higher warranty charges for current and pre-existing warranties,
including charges for extended service contracts, in 2012. We recognized adjustments to pre-existing warranties of
$404 million in the year ended October 31, 2012, compared to adjustments of $79 million and $51 million in the years
ended October 31, 2011 and 2010, respectively. The increase in the adjustments to pre-existing warranties in 2012
relates to the unanticipated increase in warranty spend, primarily for certain 2010 Engines. We may continue to
experience an increase in warranty spend compared to prior periods that could result in additional charges for
adjustments to pre-existing warranties. In addition, as we identify opportunities to improve the design and
manufacturing of our engines, we may incur additional charges for recalls and field campaigns to address identified
issues. These charges may have an adverse effect on our financial condition, results of operations and cash flows. In
fiscal 2013, to meet new emissions requirements, including but not limited to OBD, the Company will launch several
products that will incorporate additional changes and added component complexity. These changes may result in
additional future warranty expense that may have an adverse effect on our financial condition, results of operations
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We could incur restructuring and impairment charges as we continue to evaluate opportunities to restructure our
business and rationalize our manufacturing operations in an effort to optimize our cost structure.
We continue to evaluate opportunities to restructure our business and rationalize our manufacturing operations in an
effort to optimize our cost structure. These actions could result in restructuring and related charges, including but not
limited to asset impairments, employee termination costs, and charges for pension and other postretirement
contractual benefits, potential additional pension funding obligations, and pension curtailments that could be
significant, which could adversely affect our financial condition and results of operations.
We have substantial amounts of long-lived assets, including goodwill and intangible assets, which are subject to
periodic impairment analysis and review. Identifying and assessing whether impairment indicators exist, or if events
or changes in circumstances have occurred, including market conditions, operating results, competition, and general
economic conditions, requires significant judgment. Any of the above future actions could result in charges that could
have an adverse effect on our financial condition and results of operations.
Our business has significant liquidity requirements, and our recent operating results have had an adverse impact on
our liquidity position.
Our business has significant liquidity requirements, and our recent operating results have had an adverse impact on
our liquidity position. To improve our liquidity position, we recently borrowed $1.0 billion under our new senior
secured, term loan credit facility in an aggregate principal amount of $1.0 billion (the “Term Loan Credit Facility”) and
raised total net proceeds of $206 million from our public offering of common stock in October and November 2012.
We believe that our cash on-hand, which includes the effect of these transactions, together with funds generated by
our operations and potential borrowings under our amended and restated asset-based credit agreement in an aggregate
principal amount of $175 million (the “Amended and Restated Asset-Based Credit Facility”), will provide us with
sufficient liquidity and capital resources to meet our working capital, capital expenditures, and other operating needs
for the foreseeable future. Significant assumptions underlie this belief however, including among other things,
assumptions relating to North American truck volumes for 2013 and the successful implementation of our revised
engine strategy, continuing to maintain trade credit from certain key suppliers, and no material adverse developments
in our competitive market position, business, liquidity, or capital requirements. As a result, we cannot assure you that
we will continue to have sufficient liquidity to meet our operating needs. In the event that we do not have sufficient
liquidity, we may be required to seek additional capital, reduce or cut back our operating activities, or otherwise alter
our business strategy.
Our substantial indebtedness could adversely affect our financial condition, cash flow, and operating flexibility.
Our significant amount of outstanding indebtedness and the covenants contained in our debt instruments could have
important consequences for our operations. The size and terms of our Term Loan Credit Facility significantly limits
our ability to obtain additional debt financing to fund future working capital, acquisitions, capital expenditures,
engineering and product development costs, and other general corporate requirements. Other consequences for our
operations could include:
•increasing our vulnerability to general adverse economic and industry conditions;

•limiting our ability to use operating cash flow in other areas of our business because we must dedicate a portion of
these funds to make significantly higher interest payments on our indebtedness;
•limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

•limiting our ability to take advantage of business opportunities as a result of various restrictive covenants in our debt
agreements; and
•placing us at a competitive disadvantage compared to our competitors that have less debt.
Our ability to make required payments of principal and interest on our debt will depend on our future performance and
the other cash requirements of our business. Our performance, to a certain extent, is subject to general economic,
political, financial, competitive, and other factors that are beyond our control. We cannot provide any assurance that
our business will generate sufficient cash flow from operations or that future borrowings will be available under
certain of our debt agreements in an amount sufficient to enable us to service our indebtedness.
Our debt agreements contain certain restrictive covenants and customary events of default. These restrictive covenants
limit our ability to take certain actions, such as, among other things: make restricted payments; incur additional debt
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of our restricted subsidiaries to make certain payments or distributions; engage in sale-leaseback transactions; engage
in mergers or consolidations or transfer all or substantially all of our assets; designate restricted and unrestricted
subsidiaries; make certain dispositions and transfers of assets; place limitations on the ability of our restricted
subsidiaries to make distributions; enter into transactions
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with affiliates; and guarantee indebtedness. One or more of these restrictive covenants may limit our ability to execute
our preferred business strategy, take advantage of business opportunities, or react to changing industry conditions.
Upon an event of default, if not waived by our lenders, our lenders may declare all amounts outstanding as due and
payable, which may cause cross-defaults under our other debt obligations. If our current lenders accelerate the
maturity of our indebtedness, we may not have sufficient capital available at that time to pay the amounts due to our
lenders on a timely basis, and there is no guarantee that we would be able to repay, refinance, or restructure the
payments on such debt. Further, under our Term Loan Credit Facility and our Amended and Restated Asset-Based
Credit Facility, the lenders would have the right to foreclose on certain of our assets, which could have a material
adverse effect on our Company.
Upon the occurrence of a "change of control" as specified in each of the principal debt agreements of our
manufacturing operations, we are required to offer to repurchase or repay such indebtedness. Under these agreements,
a "change of control" is generally defined to include, among other things: (a) the acquisition by a person or group of at
least 35 percent of our common stock [50 percent for our 3.0% Senior Subordinated Convertible Notes (the
“Convertible Notes”)], (b) a merger or consolidation in which holders of our common stock own less than a majority of
the equity in the resulting entity, or (c) replacement of a majority of the members of our board of directors by persons
who were not nominated by our current directors. Under our Amended and Restated Asset-Based Credit Facility and
our Term Loan Credit Facility, a change in control would result in an immediate event of default, which would allow
our lenders to accelerate the debt owed to them. Under the indentures or loan agreements for our debt securities, we
may be required to offer to purchase the outstanding notes under such indentures at a premium upon a change in
control. In any such event, we may not have sufficient funds available to repay amounts outstanding under these
agreements, which may also cause cross-defaults under our other debt obligations. Further, under our Amended and
Restated Asset-Based Credit Facility and our Term Loan Credit Facility, the lenders could have the right to foreclose
on certain of our assets, which could have a material adverse effect on our financial position and results of operations.
Past and potential further downgrades in our debt ratings may adversely affect our liquidity, competitive position, and
access to capital markets.
The major debt-rating agencies routinely evaluate and rate our debt according to a number of factors, among which
are our perceived financial strength and transparency with rating agencies and timeliness of financial reporting. On
August 1, 2012, Moody's Investors Service downgraded our corporate family rating, probability of default rating, and
senior note rating to B2 from B1 with a negative outlook. On September 17, 2012, Fitch Ratings downgraded its
issuer default ratings for us to CCC from B-, with a negative outlook, citing the increasing risk around our cash flow.
Any further downgrade in our credit ratings and the negative publicity as a result of any such further downgrades
could adversely affect our continued access to trade credit on customary terms as well as our ability to access capital
in the future under acceptable terms and conditions.
We have significant under-funded postretirement obligations.
On a U.S. GAAP basis, the under-funded portion of our projected benefit obligation was $2.1 billion and $1.8 billion
for pension benefits at October 31, 2012 and 2011, respectively, and $1.4 billion and $1.5 billion for postretirement
healthcare benefits at October 31, 2012 and 2011, respectively. Moreover, we have assumed expected rates of return
on plan assets and growth rates of retiree medical costs and the failure to achieve the expected rates of return and
growth rates, as well as reductions in interest rates, could have an adverse impact on our under-funded postretirement
obligations, financial condition, results of operations, and cash flows. In addition, the continued restructuring and
rationalization of our business could increase our pension funding obligations under the Employee Retirement Income
Security Act of 1974, as amended ("ERISA"). The volatility in the financial markets affects the valuation of our
pension assets and liabilities, resulting in potentially higher pension costs and higher levels of under-funding in future
periods. The requirements set forth in the ERISA and the Internal Revenue Code of 1986, as amended, as applicable
to our U.S. pension plans (including such timing requirements), and mandated by the Pension Protection Act of 2006
to fully fund our U.S. pension plans, net of any current or possible future legislative or governmental agency relief,
could also have an adverse impact on our business, financial condition, results of operations and cash flows even
though the recently enacted pension funding relief legislation Preservation of Access to Care for Medicare
Beneficiaries and Pension Relief Act of 2010 and the Moving Ahead for Progress in the 21st Century Act ("MAP-21

Edgar Filing: NAVISTAR INTERNATIONAL CORP - Form 10-K

28
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We may not achieve all of the expected benefits from our cost saving initiatives.
We have recently implemented a number of cost saving initiatives, including the consolidation of our Truck and
Engine engineering operations, the relocation of our world headquarters to Lisle, Illinois, continued reductions in
discretionary spending, and employee headcount reductions. We expect these actions will result in significant
operating cost savings, which we estimate will be approximately $175 million of annualized savings, beginning in
2013. In addition, we continue to evaluate additional options to improve the efficiency and performance of our
operations. For example, we are evaluating opportunities
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to restructure our business in an effort to optimize our cost structure, which could include, among other actions,
rationalization of certain manufacturing operations and/or divesting non-core businesses. We have made certain
assumptions in estimating the anticipated impact of our cost saving initiatives. These assumptions may turn out to be
incorrect due to a variety of factors. In addition, our ability to realize the expected benefits from these initiatives is
subject to significant business, economic, and competitive uncertainties and contingencies, many of which are beyond
our control. Some of our cost saving measures may not have the impact on our profitability that we currently project.
If we are unsuccessful in implementing these initiatives or if we do not achieve our expected results, our results of
operations and cash flows could be materially adversely affected.
A small number of our stockholders have significant influence over our business.
In October 2012, we entered into settlement agreements with two of our significant stockholders, Carl C. Icahn and
several entities controlled by him (collectively, the “Icahn Group”) and Mark H. Rachesky, MD and several entities
controlled by him (collectively, the “MHR Group”). Pursuant to the settlement agreements, in October 2012 the Icahn
Group and the MHR Group each had one representative appointed to our board of directors and to the nominating and
governance committee of our board in replacement of two incumbent directors. Additionally, pursuant to these
settlement agreements, the Icahn Group and the MHR Group have exercised their right to appoint a third mutually
agreed upon representative to our board in replacement of an incumbent director. These representatives will be
included for election as director nominees at our 2013 annual meeting of stockholders. Our board of directors will
remain at ten members so long as either the Icahn Group or the MHR Group continues to have a designee on the
board.
As of October 31, 2012, based on filings made with the SEC and other information made available to us as of that
date, we believe the Icahn Group held 11,845,167 shares, or approximately 14.94% of our outstanding common stock,
and the MHR Group held 11,873,000 shares, or approximately 14.98% of our outstanding common stock, and that the
Icahn Group, the MHR Group, and two other stockholders collectively held over 50% of our common stock.
As a result of the foregoing, these few stockholders are able to exercise significant influence over the election of our
board of directors as well as matters requiring stockholder approval. Further, this concentration of ownership may
adversely affect the market price of our common stock.
Our business may be adversely affected by government contracting risks.
We derived approximately 8%, 13%, and 15% of our revenues for 2012, 2011, and 2010, respectively, from the U.S.
government. Certain existing U.S. government contracts extend over multiple years and are conditioned upon the
continuing availability of congressional appropriations. Congress usually appropriates funds on a fiscal-year basis and
if the congressional appropriations for a program under which we are contractors are not made, or are reduced or
delayed, our contract could be cancelled or government purchases under the contract could be reduced or delayed,
which could adversely affect our financial condition, results of operations, and cash flows. Although we have
submitted multiple bids and quotes, there are no guarantees that they will be awarded to us in the future or that
volumes will be similar to volumes under previously awarded contracts. In addition, U.S. government contracts
generally permit the contracting government agency to terminate the contract, in whole or in part, either for the
convenience of the government or for default based on our failure to perform under the contract. If a contract is
terminated for convenience, we would generally be entitled to the payment of our allowable costs and an allowance
for profit on the work performed. If one of our government contracts were to be terminated for default, we could be
exposed to liability and our ability to obtain future contracts could be adversely affected.
Federal regulations and fuel economy rules may increase costs.
Additional changes to on-highway emissions or performance standards, as well as compliance with additional
environmental requirements, are expected to add to the cost of our products and increase the engineering and product
development programs of our business. In that regard, the EPA and the Department of Transportation have issued
final rules on GHG emissions and fuel economy for medium and heavy-duty vehicles and engines. The standards
establish required minimum fuel economy and GHG emissions levels for both engines and vehicles primarily through
the increased use of existing technology. The rules, which apply to our engines and vehicles, initially come into effect
in 2014 and are fully implemented in model year 2017. These standards will increase costs of development for engines
and vehicles and administrative costs arising from implementation of the standards. In addition, other regulatory
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proposals under consideration may adversely affect our business.
We may not achieve all of the expected benefits from our recent acquisitions, joint ventures, or strategic alliances.
Over the last several years, we have completed a number of acquisitions, joint ventures, and strategic alliances as part
of our business strategy. We cannot provide any assurances that these acquisitions, joint ventures, or strategic
alliances will generate all of the expected benefits. In addition, we cannot provide assurance that we will not have
disputes arise with our joint venture partners and that such disputes will not lead to litigation or otherwise have a
material adverse effect on the joint ventures or our relationships with our joint venture partners. Failure to successfully
manage and integrate these acquisitions, joint ventures, and
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strategic alliances could materially impact our financial condition, results of operations, and cash flows. In light of our
recent operating results, we are currently evaluating opportunities to restructure our business in an effort to optimize
our cost structure, which could include, among other actions, rationalization of certain of our recent acquisitions, joint
ventures, or strategic alliances.
Our products are subject to export limitations and we may be prevented from shipping our products to certain nations
or buyers.
We are subject to federal licensing requirements with respect to the sale and support in foreign countries of certain of
our products and the importation of components for our products. In addition, we are obligated to comply with a
variety of federal, state, and local regulations and procurement policies, both domestically and abroad, governing
certain aspects of our international sales and support, including regulations promulgated by, among others, the U.S.
Departments of Commerce, Defense, State, and Justice.
Such licenses may be denied for reasons of U.S. national security or foreign policy. In the case of certain large orders
for exports of defense equipment, the Department of State must notify Congress at least 15 to 30 days, depending on
the size and location of the sale, prior to authorizing certain sales of defense equipment and services to foreign
governments. During that time, Congress may take action to block the proposed sale. We can give no assurances that
we will continue to be successful in obtaining the necessary licenses or authorizations or that Congress will not
prevent or delay certain sales. Any significant impairment of our ability to sell products outside of the U.S. could
negatively impact our financial condition, results of operations, and cash flows.
For products and technology exported from the U.S. or otherwise subject to U.S. jurisdiction, we are subject to U.S.
laws and regulations governing international trade and exports, including, but not limited to International Traffic in
Arms Regulations, Export Administration Regulations, the Foreign Military Sales program and trade sanctions against
embargoed countries, and destinations administered by the Office of Foreign Assets Control, U.S. Department of the
Treasury. A determination by the U.S. government that we have failed to comply with one or more of these export
controls or trade sanctions could result in civil or criminal penalties, including the imposition of significant fines,
denial of export privileges, loss of revenues from certain customers, and debarment from participation in U.S.
government contracts.
We are subject to the Foreign Corrupt Practices Act (the "FCPA") and other laws which prohibit improper payments
to foreign governments and their officials by U.S. and other business entities. We operate in countries known to
experience corruption. Our operations in such countries create the risk of an unauthorized payment by one of our
employees or agents that could be in violation of various laws including the FCPA.
Additionally, the failure to obtain applicable governmental approval and clearances could materially and adversely
affect our ability to continue to service the government contracts we maintain. Exports of some of our products to
certain international destinations may require shipment authorization from U.S. export control authorities, including
the U.S. Departments of Commerce and State, and authorizations may be conditioned on end-use restrictions.
Our international business is also highly sensitive to changes in foreign national priorities and government budgets.
Sales of military products are affected by defense budgets (both in the U.S. and abroad) and U.S. foreign policy.
We must comply with numerous miscellaneous federal national security laws, procurement regulations, and
procedures, as well as the rules and regulations of foreign jurisdictions, and our failure to comply could adversely
affect our business.
We must observe laws and regulations relating to the formation, administration, and performance of federal
government contracts that affect how we do business with our clients and impose added costs on our business. For
example, the Federal Acquisition Regulations, foreign government procurement regulations, and the industrial
security regulations of the Department of Defense and related laws include provisions that:

•allow our government clients to terminate or not renew our contracts if we come under foreign ownership, control, or
influence;
•allow our government clients to terminate existing contracts for the convenience of the government;
•require us to prevent unauthorized access to classified information; and
•require us to comply with laws and regulations intended to promote various social or economic goals.
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We are subject to industrial security regulations of the U.S. Departments of State, Commerce, and Defense, and other
federal agencies that are designed to safeguard against foreigners' access to classified or restricted information. As we
expand our operations internationally, we will also become subject to the rules and regulations of foreign jurisdictions.
If we were to come under foreign ownership, control, or influence, we could lose our facility security clearances,
which could result in our federal government customers terminating or deciding not to renew our contracts and could
impair our ability to obtain new contracts.
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A failure to comply with applicable laws, regulations, or procedures, including federal regulations regarding the
procurement of goods and services and protection of classified information, could result in contract termination, loss
of security clearances, suspension or prohibition from contracting with the federal government, civil fines and
damages, and criminal prosecution and penalties, any of which could materially adversely affect our business.
The markets in which we compete are subject to considerable cyclicality.
Our ability to be profitable depends in part on the varying conditions in the truck, bus, mid-range diesel engine, and
service parts markets, which are subject to cycles in the overall business environment and are particularly sensitive to
the industrial sector, which generates a significant portion of the freight tonnage hauled. Truck and engine demand is
also dependent on general economic conditions, interest rate levels and fuel costs, among other external factors.
We operate in the highly competitive North American truck market.
The North American truck market in which we operate is highly competitive. Our major U.S.-controlled domestic
competitors include: PACCAR and Ford. The competing foreign-controlled domestic manufacturers include:
Freightliner and Western Star (both subsidiaries of Mercedes Benz), Volvo and Mack (both subsidiaries of Volvo
Global Trucks), and Hino (a subsidiary of Toyota). The major U.S. military vehicle competitors include: BAE
Systems, Force Protection, Inc., General Dynamics Land Systems, and Oshkosh Truck. In addition, smaller,
foreign-controlled market participants such as Isuzu, UD Trucks, and Mitsubishi compete in the U.S. and Canadian
markets with primarily imported products. In Mexico, the major domestic competitors are Kenmex (a subsidiary of
PACCAR) and Mercedes Benz.
The intensity of this competition, which is expected to continue, results in price discounting and margin pressures
throughout the industry and adversely affects our ability to increase or maintain vehicle prices. Many of our
competitors have greater financial resources, which may place us at a competitive disadvantage in responding to
substantial industry changes, such as changes in governmental regulations that require major additional capital
expenditures. In addition, certain of our competitors may have lower overall labor costs.
Our ability to execute our strategy is dependent upon our ability to attract, train, and retain qualified personnel.
Our continued success depends, in part, on our ability to identify, attract, motivate, train, and retain qualified
personnel in key functions and geographic areas. In particular, we are dependent on our ability to identify, attract,
motivate, train, and retain qualified engineers with the requisite education, background, and industry experience who
can assist in the development, enhancement, and introduction of new products and technology solutions. Further, we
have significant operations in foreign countries, including Mexico, Brazil, Argentina, and Canada, and, to effectively
manage our global operations, we will need to continue to be able to recruit, train, assimilate, motivate, and retain
qualified experienced employees around the world.
Failure to attract, train, and retain qualified personnel, whether as a result of an insufficient number of qualified local
residents, difficulty in recruiting and retaining expatriates to service new global markets, or the allocation of
inadequate resources to training, integration, and retention of qualified personnel, could impair our ability to execute
our business strategy and could have an adverse effect on our business prospects. In addition, our operations or our
ability to execute our business strategy may be negatively impacted by the loss of certain personnel in connection with
our VSP announced in August 2012, if we are unable to replace the experience, skills, and knowledge base of such
key personnel in a timely manner.
Our manufacturing operations are dependent upon third-party suppliers, making us vulnerable to supply shortages.
We obtain raw materials, parts, and manufactured components from third-party suppliers. Some of our suppliers are
the sole source for a particular supply item. Any delay in receiving supplies could impair our ability to deliver
products to our customers and, accordingly, could have a material adverse effect on our business, financial condition,
results of operations, and cash flows. The volatility in the financial markets and uncertainty in the automotive sector
could result in exposure related to the financial viability of certain of our key third-party suppliers. Suppliers may also
exit certain business lines causing us to find other suppliers for materials or components, or delay our ability to deliver
products to customers, or our suppliers may change the terms on which they are willing to provide products, any of
which could adversely affect our financial condition and results of operations. In addition, many of our suppliers have
unionized workforces that could be subject to work stoppages as a result of labor relations issues.
We are exposed to political, economic, and other risks that arise from operating a multinational business.
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We have significant operations in foreign countries, primarily in Canada, Mexico, Brazil, and Argentina. We are also
developing operations in the People's Republic of China. Accordingly, our business is subject to the political,
economic, and other risks that are inherent in operating a multinational company. These risks include, among others:
•trade protection measures and import or export licensing requirements;
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•tax rates in certain foreign countries that exceed those in the U.S., and the imposition of foreign withholding taxes on
the remittance of foreign earnings to the U.S.;
•difficulty in staffing and managing international operations and the application of foreign labor regulations;
•multiple and potentially conflicting laws, regulations, and policies that are subject to change;
•currency exchange rate risk; and
•changes in general economic and political conditions in countries where we operate, particularly in emerging markets.
We may discover defects in vehicles potentially resulting in delays in new model launches, recall campaigns, or
increased warranty costs.
Meeting or exceeding many government-mandated safety standards is costly and often technologically challenging,
especially where one or more government-mandated standards may conflict. Government safety standards require
manufacturers to remedy defects related to motor vehicle safety through safety recall campaigns, and a manufacturer
is obligated to recall vehicles if it determines that they do not comply with a safety standard. Should we or
government safety regulators determine that a safety or other defect or noncompliance exists with respect to certain of
our vehicles, there could be a delay in the launch of a new model or a significant increase in warranty claims, the costs
of which could be substantial. 
Additionally, if we experience failure in some of our emissions components and the emission component defect rates
of our engines exceed a certain level set by CARB and the EPA, those engines may be subject to corrective actions by
these agencies, which may include extending the warranties of those engines. This could increase exposure beyond the
stated warranty period to the relevant regulatory useful life of the engine, and these actions could have an adverse
effect on our financial condition, results of operations and cash flows. 
Our business may be adversely impacted by work stoppages and other labor relations matters.
We are subject to risk of work stoppages and other labor relations matters because a significant portion of our
workforce is unionized. As of October 31, 2012, approximately 48% of our hourly workers and 5% of our salaried
workers are represented by labor unions and are covered by collective bargaining agreements. Many of these
agreements include provisions that limit our ability to realize cost savings from restructuring initiatives such as plant
closings and reductions in workforce. Our current collective bargaining agreement with the UAW will expire in
October 2014. Any strikes, threats of strikes, arbitration, or other resistance in connection with the negotiation of new
labor agreements or otherwise could materially adversely affect our business as well as impair our ability to
implement further measures to reduce structural costs and improve production efficiencies. A lengthy strike that
involves a significant portion of our manufacturing facilities could have a material adverse effect on our financial
condition, results of operations, and cash flows.
We are involved in pending litigation and an adverse resolution of such litigation may adversely affect our business,
financial condition, results of operations and cash flows.
Litigation can be expensive, lengthy, and disruptive to normal business operations. The results of complex legal
proceedings are often uncertain and difficult to predict. An unfavorable outcome of a particular matter described in
our periodic filings or any future legal proceedings could have a material adverse effect on our business, financial
condition, results of operations or cash flows. We are currently involved in a number of pending litigation matters. For
additional information regarding certain lawsuits in which we are involved, see Item 3, Legal Proceedings, and Note
14, Commitments and Contingencies, to the accompanying consolidated financial statements.
Our operations are subject to environmental, health, and safety laws and regulations that could result in liabilities to
us.
Our operations are subject to environmental, health, and safety laws and regulations, including those governing
discharges to air and water; the management and disposal of hazardous substances; the cleanup of contaminated sites;
and health and safety matters. We could incur material costs, including cleanup costs, civil and criminal fines,
penalties, and third-party claims for property damage or personal injury as a result of violations of our responsibilities
under such laws and regulations. Contamination has been identified at and in the vicinity of some of our current and
former properties for which we have established financial reserves. The ultimate cost of remediating contaminated
sites is difficult to accurately predict and could exceed our current estimates. While we believe that we have adequate
accruals to cover the costs of the ongoing cleanup, we and other parties may be required to conduct additional
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investigations and remediation in the area, including with respect to any impacts identified in nearby bay sediments.
As a result, we also could incur material costs in excess of current reserves at these or other sites as a result of
additional cleanup obligations imposed or contamination identified in the future. In addition, as environmental, health,
and safety laws and regulations have tended to become stricter, we could incur additional costs complying with
requirements that are promulgated in the future.
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Provisions in our charter and by-laws, our stockholder rights plan, and Delaware law could delay and discourage
takeover attempts that stockholders may consider favorable.
Certain provisions of our certificate of incorporation and by-laws, and applicable provisions of Delaware corporate
law, may make it more difficult for a third-party to acquire control of us or change our board of directors and
management, or may prevent such acquisition or change. These provisions include:
•the ability of our board of directors to issue so-called "flexible" preferred stock;
•a provision for any board vacancies to be filled only by the remaining directors;
•the inability of stockholders to act by written consent or call special meetings;
•advance notice procedures for stockholder proposals to be brought before an annual meeting of our stockholders;

•
the affirmative vote of holders of the greater of (a) a majority of the voting power of all common stock and (b) at least
85% of the shares of common stock present at a meeting is required to approve certain change of control transactions;
and

•
Section 203 of the Delaware General Corporation Law, which generally restricts us from engaging in certain business
combinations with a person who acquires 15% or more of our common stock for a period of three years from the date
such person acquired such common stock, unless stockholder or board approval is obtained prior to the acquisition.
In addition, the fact that our ability to utilize our tax net operating losses and research and development tax credits
could be adversely affected by a change of control could have an anti-takeover effect.
We have a stockholders rights plan, which may be triggered if any person or group becomes the beneficial owner of or
announces an offer to acquire 15% or more of our common shares.
The foregoing provisions may adversely affect the marketability of the common stock by discouraging potential
investors from acquiring our stock. In addition, these provisions could delay or frustrate the removal of incumbent
directors and could make more difficult a merger, tender offer or proxy contest involving us, or impede an attempt to
acquire a significant or controlling interest in us, even if such events might be beneficial to us and our stockholders.
Item 1B.Unresolved Staff Comments 
None.
Item 2. Properties 
In North America, we operate eighteen manufacturing and assembly facilities, which contain in the aggregate
approximately 14 million square feet of floor space. Of these eighteen facilities, thirteen are owned and five are
subject to leases. Eleven plants manufacture and assemble trucks, buses, and chassis (which includes the Garland,
Texas truck manufacturing plant, which we announced in October 2012, our intention to close in 2013), six plants are
used to build engines, and one plant is involved with rail car manufacturing. Of these six plants that build engines,
three manufacture diesel engines, one manufactures fuel injectors, one manufactures grey iron castings, and one
manufactures ductile iron castings.
Our principal product development and engineering facilities are currently located in Lisle, Illinois, Melrose Park,
Illinois, Madison Heights, Michigan, and Columbia, South Carolina. The Parts segment has seven distribution centers
in the U.S., two in Canada, and one in Mexico. The Financial Services segment also leases an office in Mexico. The
Financial Services segment announced a plan to vacate the premises of our leased office space in Schaumburg,
Illinois, and relocate to our world headquarters in Lisle, Illinois, which is expected to occur during the first quarter of
2013.
In addition, we own or lease other significant properties in the U.S. and Canada including vehicle and parts
distribution centers, sales offices, and our headquarters, which is located in Lisle, Illinois. In addition, we own and
operate manufacturing plants in both Brazil and Argentina, which contain a total of 1.3 million square feet of floor
space for use by our South American engine subsidiaries.
Not included above are the former Indianapolis, Indiana engine plant, the Union City, Indiana chassis plant, and the
Chatham, Ontario truck plant, all of which have ceased production activities.
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