
Overview  
We are subject to various claims arising in the ordinary course of business, and are parties to various legal proceedings that constitute 

ordinary routine litigation incidental to our business. The majority of these claims and proceedings relate to commercial, product liability, and 
warranty matters. In our opinion, apart from the actions set forth below, the disposition of these proceedings and claims, after taking into account 
recorded accruals and the availability and limits of our insurance coverage, will not have a material adverse effect on our business or our results 
of operations, cash flows, or financial condition.  

Ford Litigation  
In January 2007, a complaint was filed against us in Oakland County Circuit Court in Michigan by Ford claiming damages relating to 

warranty and pricing disputes with respect to certain engines purchased by Ford from us. While Ford’s complaint did not quantify its alleged 
damages, we estimate that Ford may be seeking in excess of $500 million, and that this amount may increase (i) as we continue to sell engines to 
Ford at a price that  
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Ford alleges is too high and (ii) as Ford pays its customers’ warranty claims, which Ford alleges are attributable to us. We disagree with Ford’s 
position and are defending ourselves vigorously in this litigation. We have filed an answer to the complaint denying Ford’s allegations in all 
material respects. We have also asserted affirmative defenses to Ford’s claims, as well as counterclaims alleging that, among other things, Ford 
has materially breached contracts between it and us in several different respects. Based on our investigation to date, we believe we have 
meritorious defenses to this matter. There can be no assurance, however, that we will be successful in our defense, and an adverse resolution of 
the lawsuit could have a material adverse effect on our results of operations, cash flows, or financial condition. In June 2007, we filed a separate 
lawsuit against Ford in the Circuit Court of Cook County, Illinois, for breach of contract relating to the manufacture of new diesel engines for 
Ford for use in vehicles including the F-150 pickup truck. In that case we are seeking unspecified damages. In September 2007, the judge 
dismissed our lawsuit against Ford, directing us to proceed with mediation. In February 2008, we re-filed the lawsuit against Ford because the 
parties were unable to resolve the dispute through mediation.  

Securities and Exchange Commission Investigations  
In October 2004, we received a request from the staff of the SEC to voluntarily produce certain documents and information related to our 

accounting practices with respect to defined benefit pension plans and other postretirement benefits. We are fully cooperating with this request. 
Based on the status of the inquiry, we are not able to predict the final outcome of this matter.  

In January 2005, we announced that we would restate our financial results for 2002 and 2003 and the first three quarters of 2004. Our 
restated Annual Report on Form 10-K was filed in February 2005. The SEC notified us on February 9, 2005 that it was conducting an informal 
inquiry into our restatement. On March 17, 2005, we were advised by the SEC that the status of the inquiry had been changed to a formal 
investigation. On April 7, 2006, we announced that we would restate our financial results for 2002 through 2004 and for the first three quarters 
of 2005. We were subsequently informed by the SEC that it was expanding the investigation to include this restatement. Our 2005 Annual 
Report on Form 10-K, which included the restated financial statements, was filed in December 2007. We have been providing information to and 
fully cooperating with the SEC on this investigation. Based on the status of the investigation, we are not able to predict its final outcome.  

Litigation Relating to Accounting Controls and Financial Restatement  
In December 2007, a complaint was filed against us by Norfolk County Retirement System and Brockton Contributory Retirement System 

(collectively “Norfolk”). In March 2008, an additional complaint was filed by Richard Garza. Each of these matters is pending in the United 
States District Court, Northern District of Illinois.  

The plaintiffs in the Norfolk case allege they are shareholders suing on behalf of themselves and a class of other shareholders who 
purchased shares of the company’s common stock between February 14, 2003 and July 17, 2006. The complaint alleges that the defendants, 
which include the company, one of its executive officers, two of its former executive officers, and the company’s former independent 
accountants, Deloitte & Touche LLP, violated federal securities laws by making false and misleading statements about the company’s financial 
condition during that period. In March 2008, the court appointed Norfolk County Retirement System and the Plumbers Local Union 519 Pension 
Trust as joint lead plaintiffs. The plaintiffs’ in this matter seek compensatory damages and attorneys’ fees among other relief.  

The plaintiff in the Garza case brought a derivative claim on behalf of the company against one of the company’s executive officers, two of 
its former executive officers, and certain of its directors, alleging that (i) all of the defendants violated their fiduciary obligations under Delaware 
law by willfully ignoring certain accounting and financial reporting problems at the company, thereby knowingly disseminating false and 
misleading financial information about the company, (ii) that certain of the defendants were unjustly enriched in connection with their sale of 
company stock during the December 2002 to January 2006 period, and (iii) that defendants violated  
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Delaware law by failing to hold an annual meeting of shareholders. In connection with this last allegation, the plaintiff seeks an order requiring 
defendants to schedule an annual meeting of shareholders. Otherwise, the plaintiffs in this matter seek compensatory damages, disgorgement of 
the proceeds of defendants’ profits from the sale of company stock, attorneys’ fees, and other equitable relief.  

We strongly dispute the allegations in these complaints and will vigorously defend ourselves.  

Environmental Matters  
In July 2006, the Wisconsin Department of Natural Resources (“WDNR”) issued to us a Notice of Violation (“NOV”) in conjunction with 

the operation of our foundry facility in Waukesha, Wisconsin. Specifically, the WDNR alleged that we violated applicable environmental 
regulations concerning implementation of storm water pollution prevention plans. Separately, WDNR also issued a NOV regarding the facility in 
November 2006, in which WDNR alleged that we failed to properly operate and monitor our operations as required by the air permit. In 
September 2007, WDNR referred the NOVs to the Wisconsin Department of Justice (“WDOJ”) for further action. On December 18, 2007, 
WDNR, WDOJ and Navistar, Inc. reached a settlement on these matters for less than $1 million. This settlement will not have a material effect 
on our results of operations, cash flows, or financial condition.  

Along with other vehicle manufacturers, we have been subject to an increase in the number of asbestos-related claims in recent years. In 
general, these claims relate to illnesses alleged to have resulted from asbestos exposure from component parts found in older vehicles, although 
some cases relate to the alleged presence of asbestos in our facilities. In these claims we are not the sole defendant, and the claims name as 
defendants numerous manufacturers and suppliers of a wide variety of products allegedly containing asbestos. We have strongly disputed these 
claims, and it has been our policy to defend against them vigorously. Historically, the actual damages paid out to claimants have not been 
material in any year to our results of operations, cash flows, or financial condition. It is possible that the number of these claims will continue to 
grow, and that the costs for resolving asbestos related claims could become significant in the future. 
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