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Management�s Discussion and Analysis of Financial Condition and Results of Operations

Unless the context otherwise requires, all references in this report to �Navigator Holdings,� �our,� �we,� �us� and the
�Company� refer to Navigator Holdings PLC, an Isle of Man corporation, with regard to all periods prior to its
redomiciliation in the Republic of the Marshall Islands, and to Navigator Holdings Ltd., a Marshall Islands
corporation, with regard to all periods after its redomiciliation in the Republic of the Marshall Islands. All references
in this report to our wholly-owned subsidiary �Navigator Gas L.L.C.� refer to Navigator Gas Transport PLC, an Isle of
Man corporation, with regard to all periods prior to its redomiciliation in the Republic of the Marshall Islands, and to
Navigator Gas L.L.C., a Marshall Islands limited liability company, with regard to all periods after its redomiciliation
in the Republic of the Marshall Islands. As used in this report, unless the context indicates or otherwise requires,
references to �our fleet� or �our vessels� (A) include (i) 24 vessels we owned as of September 30, 2014, or �our owned
vessels,� (ii) one newbuilding delivered from Jiangnan Shipyard (Group) Co. Ltd. in China, or �Jiangnan,� in October
2014 and an additional vessel expected to be delivered in December 2014, or the �2014 newbuildings,� (iii) four
newbuildings expected to be delivered from Jiangnan between during 2015, or the �2015 newbuildings� and (iv) six
newbuildings expected to be delivered from Jiangnan during 2016, or the �2016 newbuildings� and (iv) two
newbuildings expected to be delivered from Hyundai Mipo Dockyard, South Korea between January and April of
2017, or the �2017 newbuildings�; and (B) exclude the chartered-in vessel that we have chartered-in through December
2014� As used in this report, (i) �WLR� refers to WL Ross & Co. LLC and (ii) the �WLR Group� refers to WLR and certain
of its affiliated investment funds owning shares of our common stock, collectively.

This section should be read in conjunction with the interim financial statements and notes thereto presented elsewhere
in this report, as well as the historical consolidated financial statements and notes thereto of Navigator Holdings Ltd.
included in our Annual Report on Form 20-F for the year ended December 31, 2013. The financial statements have
been prepared in accordance with generally accepted accounting principles in the United States and are presented in
U.S. Dollars unless otherwise indicated.

Overview

We are the owner and operator of the world�s largest fleet of handysize liquefied gas carriers. We provide
international and regional seaborne transportation services of liquefied petroleum gas, or �LPG,� petrochemical gases
and ammonia for energy companies, industrial users and commodity traders. These gases are transported in liquefied
form, by applying cooling and/or pressure, to reduce volume by up to 900 times depending on the cargo, making their
transportation more efficient and economical.

On November 26, 2013, we completed our initial public offering, or �IPO,� of 13,800,000 shares of our common stock
at $19.00 per share, including the full exercise by the underwriters of their option to purchase an additional
1,800,000 shares of common stock from the selling stockholders. We offered 9,030,000 shares of common stock and
certain selling stockholders offered 4,770,000 shares of common stock. We received net proceeds of approximately
$156.4 million, after deducting underwriting discounts and expenses, from our sale of 9,030,000 shares in the
offering.

Recent Developments

On April 17, 2014, we exercised an option to build an additional three 35,000 cubic meter ethylene/ethane capable
semi-refrigerated liquefied gas carriers, in addition to the one vessel of the same size already under construction. The
three additional vessels will be built at Jiangnan Shipyard in China at a construction price of $78.4 million each.
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On June 20, 2014 we took delivery of Navigator Atlas, the first 2014 newbuilding from Jiangnan. On October 15,
2014, we took delivery of Navigator Europa, the second of the 2014 newbuildings from Jiangnan.

In October 2014, we placed an order for two 22,000 cubic meter semi-refrigerated liquefied gas carriers at Hyundai
Mipo Dockyard in South Korea at a construction price of $51.0 million each. These vessels will operate on time
charters for an initial term of five years from delivery, scheduled to be between January and April 2017, with a
charterer�s option, exercisable by May 31, 2015, to extend the term for one additional five year term.

Following our October 2014 order to build two semi-refrigerated liquefied gas carriers and the delivery of two of the
2014 newbuildings, we have thirteen vessels in our newbuilding program, one of which is expected to be delivered in
2014, four in 2015, six 2016 and two in 2017.

3
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Factors Affecting Comparability

You should consider the following factors when evaluating our historical financial performance and assessing our
future prospects:

� We have been and are significantly increasing our fleet size. Our historical financial performance and
future prospects have been and will be significantly impacted by the increasing size of our fleet.

� Historical Fleet Size. Our historical financial statements for the three and nine months ended
September 30, 2013, reflect the results of operations of a weighted average fleet size of 21.4 and 18.2
vessels respectively, resulting in 23 vessels at September 30, 2013, ten of which were then recent
deliveries from the 11 A.P. Møller handysize fleet. We took delivery of all 11 of the A.P. Møller
vessels during 2013, bringing our total fleet size to 24 by December 31, 2013. This number increased
to 25 vessels as of September 30, 2014, following the delivery of a 2014 newbuilding, Navigator Atlas,
in June 2014.

� Future Fleet Size. We have entered into agreements to acquire thirteen newbuilding liquefied gas
carriers, with one further handysize vessel expected to be delivered during 2014, four handysize
vessels in 2015, two handysize vessels and four 35,000 cbm vessels in 2016 and two handysize vessels
in 2017. Furthermore, the time charter relating to our chartered-in vessel currently terminates in
December 2014, after which such vessel will no longer contribute to our results of operations unless
we extend the charter-in relationship.

Given the variability in operating vessels in our fleet, our historical financial statements reflect, and in the future will
reflect, significantly different levels of ownership and operating days as well as different levels of voyage expenses,
vessel operating expenses, interest expense and other related costs.

� We will incur additional general administration costs and other corporate expenses. We will continue to
incur additional costs as a result of being a publicly-traded corporation, including costs associated with
annual reports to shareholders, costs relating to internal controls over financial reporting, SEC filings,
investor relations and NYSE annual listing fees. We also expect to grant equity compensation that would
result in an expense to us.

� We will have different financing arrangements. We have entered into secured term loan facilities and
issued senior unsecured notes to finance the acquisitions of vessels and the construction of newbuildings.
Please read ��Secured Term Loan Facilities� and ��Senior Unsecured Bonds.� We will enter into additional
lending arrangements for the newbuildings currently not subject to a loan facility.

4
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Results of Operations for the Three Months Ended September 30, 2014 Compared to Three Months Ended
September 30, 2013

The following table compares our operating results for the three months ended September 30, 2013 and 2014:

Three
Months
Ended

September 30,
2013

Three
Months
Ended

September 30,
2014

Percentage
Change

(in thousands, except percentages)
Operating revenue $ 64,215 $ 80,612 25.5% 

Operating expenses:
Address and brokerage commissions 1,351 1,765 30.6% 
Voyage expenses 13,645 13,818 1.3% 
Charter-in costs 1,800 2,096 16.4% 
Vessel operating expenses 14,972 17,623 17.7% 
Depreciation and amortization 10,125 11,532 13.9% 
General administration costs 1,427 2,415 69.2% 
Other corporate expenses 1,929 368 (80.9%) 

Total operating expenses $ 45,249 $ 49,617 9.7% 

Operating income $ 18,966 $ 30,995 63.4% 
Interest expense (7,814) (7,274) (6.9%) 
Interest income 12 10 (16.7%) 

Income before income taxes $ 11,164 $ 23,731 112.6% 
Income taxes 142 72 (49.3%) 

Net income $ 11,022 $ 23,659 114.7% 

Operating Revenue. Operating revenue increased by $16.4 million or 25.5% to $80.6 million for the three months
ended September 30, 2014, from $64.2 million for the three months ended September 30, 2013. This increase was
primarily due to:

� an increase in operating revenue of approximately $7.4 million attributable to an increase in the weighted
average number of vessels from 21.4 to 25.0, or 16.8%, for the three months ended September 30, 2014, and
a corresponding increase in vessel ownership days by 335 days, or 17.0%, for the three months ended
September 30, 2014, as compared to the three months ended September 30, 2013;

�
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an increase in operating revenue of approximately $3.7 million attributable to improved average monthly
charter rates, which rose to an average of approximately $924,870 per vessel per calendar month ($30,407
per day) for the three months ended September 30, 2014, as compared to an average of approximately
$868,575 per vessel per calendar month ($28,556 per day) for the three months ended September 30, 2013;

� an increase in operating revenue of approximately $5.1 million attributable to an increase in fleet utilization
from 90.9% during the three months ended September 30, 2013 to 98.4% during the three months ended
September 30, 2014, as the lower utilization for the three months ended September 30, 2013 was associated
with positioning the newly acquired vessels from A.P. Møller; and

� an increase in operating revenue of approximately $0.2 million relating to a relative increase in the number
of voyage charters to time charters during the three months ended September 30, 2014, compared to the three
months ended September 30, 2013.

5
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The following table presents selected operating data for the three months ended September 30, 2013 and 2014, which
we believe is useful in understanding our operating revenue:

Three
Months
Ended

September 30,
2013

Three
Months
Ended

September 30,
2014

Fleet Data:
Weighted average number of vessels 21.4 25.0
Ownership days 1,965 2,300
Available days 1,948 2,232
Operating days 1,771 2,197
Fleet utilization 90.9% 98.4% 
Average daily time charter equivalent rate $ 28,556 $ 30,407

Address and Brokerage Commissions. Address and brokerage commissions increased by 30.6% to $1.8 million for
the three months ended September 30, 2014, from $1.4 million for the three months ended September 30, 2013, as the
number of vessels in our fleet, our fleet utilization and our charter rates all increased and consequently operating
revenue on which it is based, increased.

Voyage Expenses. Voyage expenses increased by 1.3% to $13.8 million for the three months ended September 30,
2014, from $13.6 million for the three months ended September 30, 2013. This small increase was primarily due to an
increased number or cost of voyage charters undertaken during the three months ended September 30, 2014 compared
to the three months ended September 30, 2013.

Charter-in Costs. Charter-in costs increased by 16.4% to $2.1 million for the three months ended September 30, 2014,
from $1.8 million for the three months ended September 30, 2013. This increase reflects an increased market rate
payable for the chartered in vessel with effect from January 1, 2014.

Vessel Operating Expenses. Vessel operating expenses increased by 17.7% to $17.6 million for the three months
ended September 30, 2014, from $15.0 million for the three months ended September 30, 2013, as the number of
vessels in our fleet increased. Vessel operating expenses increased marginally, by $50 per day, or 0.6%, to $7,976 per
vessel per day for the three months ended September 30, 2014, compared to $7,926 per vessel per day for the three
months ended September 30, 2013.

Depreciation and Amortization. Depreciation and amortization expense increased by 13.9% to $11.5 million for the
three months ended September 30, 2014, from $10.1 million for the three months ended September 30, 2013. This
increase was primarily due to an increase in our fleet size. Depreciation and amortization expense included
amortization of capitalized drydocking costs of $1.0 million for the three months ended September 30, 2014, and $0.9
million for the three months ended September 30, 2013.

Other Operating Results

General Administration Costs. General administration costs increased by 69.2% to $2.4 million for the three months
ended September 30, 2014, from $1.4 million for the three months ended September 30, 2013, primarily due to
additional costs attributable to enlarged operations associated with fleet expansion and additional costs associated with
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being a publicly-traded corporation.

Other Corporate Expenses. Other corporate expenses decreased by 80.9% to $0.4 million for the three months ended
September 30, 2014, from $1.9 million for the three months ended September 30, 2013 primarily due to incurring
project feasibility costs associated with the evaluation of a terminal development opportunity during the three months
ended September 30, 2013.

Interest Expense. Interest expense decreased to $7.3 million for the three months ended September 30, 2014, from
$7.8 million for the three months ended September 30, 2013. This decrease was primarily due to prepaying $120.0
million outstanding under a secured term loan facility on July 7, 2014.

Interest Income. Interest income decreased to $10,066 for the three months ended September 30, 2014, from $12,146
for the three months ended September 30, 2013. The decrease in interest income for the three months ended
September 30, 2014, was primarily due to a reduction of cash on deposit following the prepayment of $120.0 million
on a secured term loan facility.

Income Taxes. Income tax relates to taxes on our subsidiaries incorporated in the United Kingdom and Singapore.
Our United Kingdom subsidiary earns management and other fees from fellow subsidiary companies, and our
Singaporean subsidiary

6
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earns interest payments from our subsidiary in Indonesia, where the main corporate tax rates are 21% and 17%,
respectively. For the three months ended September 30, 2014, we incurred taxes of $71,904 as compared to taxes for
the three months ended September 30, 2013 of $141,704.

Results of Operations for the Nine Months Ended September 30, 2014 Compared to Nine Months Ended
September 30, 2013

The following table compares our operating results for the nine months ended September 30, 2013 and 2014:

Nine
Months
Ended

September 30,
2013

Nine
Months
Ended

September 30,
2014

Percentage
Change

(in thousands, except percentages)
Operating revenue $ 167,031 $ 226,501 35.6% 

Operating expenses:
Address and brokerage commissions 3,926 5,011 27.6% 
Voyage expenses 35,905 35,875 (0.1%) 
Charter-in costs 4,975 6,296 26.6% 
Vessel operating expenses 37,905 52,717 39.1% 
Depreciation and amortization 25,807 33,727 30.7% 
General administration costs 4,622 7,699 66.6% 
Other corporate expenses 2,928 1,750 (40.2%) 

Total operating expenses $ 116,068 $ 143,075 23.3% 

Operating income $ 50,963 $ 83,426 63.7% 
Interest expense (20,553) (22,943) 11.6% 
Interest income 58 227 291.4% 

Income before income taxes $ 30,468 $ 60,710 99.3% 
Income taxes 365 505 38.4% 

Net income $ 30,103 $ 60,205 100.0% 

Operating Revenue. Operating revenue increased by $59.5 million or 35.6% to $226.5 million for the nine months
ended September 30, 2014, from $167.0 million for the nine months ended September 30, 2013. This increase was
primarily due to:

� an increase in operating revenue of approximately $44.6 million attributable to an increase in the weighted
average number of vessels from 18.2 to 24.4, or 34.1%, for the nine months ended September 30, 2014, and
a corresponding increase in vessel ownership days by 1,674 days, or 33.6%, for the nine months ended
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September 30, 2014, as compared to the nine months ended September 30, 2013;

� an increase in operating revenue of approximately $6.6 million attributable to improved average monthly
charter rates, which rose to an average of approximately $905,064 per vessel per calendar month ($29,756
per day) for the nine months ended September 30, 2014, as compared to an average of approximately
$872,197 per vessel per calendar month ($28,675 per day) for the nine months ended September 30, 2013;

� an increase in operating revenue of approximately $8.3 million attributable to an increase in fleet utilization
from 93.9% for the nine months ended September 30, 2013 to 98.2% for the nine months ended
September 30, 2014; and

7
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The following table presents selected operating data for the nine months ended September 30, 2013 and 2014, which
we believe is useful in understanding our operating revenue:

Nine
Months
Ended

September 30,
2013

Nine
Months
Ended

September 30,
2014

Fleet Data:
Weighted average number of vessels 18.2 24.4
Ownership days 4,981 6,655
Available days 4,869 6,523
Operating days 4,573 6,406
Fleet utilization 93.9% 98.2% 
Average daily time charter equivalent rate $ 28,675 $ 30,003

Address and Brokerage Commissions. Address and brokerage commissions increased by 27.6% to $5.0 million for
the nine months ended September 30, 2014, from $3.9 million for the nine months ended September 30, 2013,
principally as the number of vessels in our fleet, and consequently operating revenue on which it is based, increased.

Voyage Expenses. Voyage expenses decreased by 0.1% to $35.9 million for the nine months ended September 30,
2014, from $35.9 million for the nine months ended September 30, 2013. This minimal decrease was primarily due to
a slightly decreased number of voyage charters undertaken during the nine months ended September 30, 2014.

Charter-in Costs. Charter-in costs increased by 26.6% to $6.3 million for the nine months ended September 30, 2014,
from $5.0 million for the nine months ended September 30, 2013. This increase is primarily related to the chartered in
vessel being in drydock during 2013, when no charter-in costs were incurred for an associated seven week period,
compared to the chartered in vessel being in operation for the entire nine months ended September 30, 2014, at an
increased charter-in rate with effect from January 1, 2014.

Vessel Operating Expenses. Vessel operating expenses increased by 39.1% to $52.7 million for the nine months
ended September 30, 2014, from $37.9 million for the nine months ended September 30, 2013, as the number of
vessels in our fleet increased. Vessel operating expenses increased by $358 per day, or 4.5%, to $8,255 per vessel per
day for the nine months ended September 30, 2014, compared to $7,897 per vessel per day for the nine months ended
September 30, 2013. These increases were primarily due to higher costs on our ethylene vessels and additional
operating expenses incurred for work undertaken on general maintenance while six of our vessels were in drydock.

Depreciation and Amortization. Depreciation and amortization expense increased by 30.7% to $33.7 million for the
nine months ended September 30, 2014, from $25.8 million for the nine months ended September 30, 2013. This
increase was primarily due to an increase in our fleet size. Depreciation and amortization expense included
amortization of capitalized drydocking costs of $2.9 million for the nine months ended September 30, 2014, and $2.3
million for the nine months ended September 30, 2013.

Other Operating Results

General Administration Costs. General administration costs increased by 66.6% to $7.7 million for the nine months
ended September 30, 2014, from $4.6 million for the nine months ended September 30, 2013, primarily due to
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additional costs attributable to enlarged operations associated with fleet expansion and additional costs associated with
being a publicly-traded corporation.

Other Corporate Expenses. Other corporate expenses decreased by 40.2% to $1.8 million for the nine months ended
September 30, 2014, from $2.9 million for the nine months ended September 30, 2013 primarily due to incurring
project feasibility costs associated with the evaluation of a terminal development opportunity during the three months
ended September 30, 2013.

Interest Expense. Interest expense increased to $22.9 million for the nine months ended September 30, 2014, from
$20.6 million for the nine months ended September 30, 2013. This increase was primarily due to increased interest
expense and finance charges for our entry into an additional secured term loan facility in February 2013 to facilitate
the acquisition of the fleet of 11 handysized vessels from A.P. Møller, offset in part by to a reduced interest expense
due to us prepaying $120.0 million outstanding under a secured term loan facility on July 7, 2014.

Interest Income. Interest income increased to $226,856 for the nine months ended September 30, 2014, from $58,325
for the nine months ended September 30, 2013. The increase in interest income for the nine months ended
September 30, 2014, was primarily due to interest generated on unapplied proceeds from our initial public offering.

8
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Income Taxes. Income tax relates to taxes on our subsidiaries incorporated in the United Kingdom and Singapore.
Our United Kingdom subsidiary earns management and other fees from fellow subsidiary companies, and our
Singaporean subsidiary earns interest payments from our subsidiary in Indonesia, where the main corporate tax rates
are 21% and 17%, respectively. For the nine months ended September 30, 2014, we incurred taxes of $504,922 as
compared to taxes for the nine months ended September 30, 2013 of $365,622.

Liquidity and Capital Resources

Liquidity and Cash Needs

Our primary uses of funds have been capital expenditures for the construction of vessels, repayments of bank loans,
voyage expenses, vessel operating expenses, general and administrative costs, expenditures incurred in connection
with ensuring that our vessels comply with international and regulatory standards and financing expenses. Our
primary sources of funds have been cash from operations and proceeds from the secured term loan facilities. We are
required to maintain certain minimum liquidity amounts in order to comply with our various debt instruments. Please
see ��Secured Term Loan Facilities.�

In addition to operating expenses, our medium-term and long-term liquidity needs primarily relate to the construction
of newbuild vessels and potential future acquisitions. At September 30, 2014, we had contracted to construct 12
newbuildings for an aggregate of $688.0 million, which comprised of two 2014 newbuildings from Jiangnan
Shipyard, China for $49.9 million per vessel, the five 2015 newbuildings from Jiangnan for an average of $46.3
million per vessel and the five 2016 newbuildings from Jiangnan, one vessel for $44.0 million, one for $77.4 million
and three vessels for $78.4 million each. As of September 30, 2014, we had made aggregate payments to Jiangnan of
$97.5 million.

Since September 30, 2014, we have taken delivery of an additional 2014 newbuilding (Navigator Europa) and
contracted to construct two 22,000 cubic meter semi-refrigerated liquefied gas carriers at Hyundai Mipo Dockyard in
South Korea at a construction price of $51.0 million each. These two vessels are scheduled for delivery in 2017 at
which time they will each take up an agreed time charter for a minimum five year period.

We expect to finance the remaining construction prices of the 2014 newbuildings through previously issued equity
and borrowings under our current senior term loan facilities. We expect to finance the purchase price of the 2015
newbuildings, the 2016 newbuildings and the 2017 newbuildings, in addition to any future acquisitions either through
entering into new term loan facilities or through previously issued equity, internally generated funds, debt financings,
the issuance of additional equity securities or a combination of these forms of financing. We anticipate that our
primary sources of funds for our long-term liquidity needs will be from cash flows from operations and/or debt or
equity financings. We believe that these sources of funds will be sufficient to meet our liquidity needs for the
foreseeable future.

Ongoing Capital Expenditures.

Liquefied gas transportation is a capital-intensive business, requiring significant investment to maintain an efficient
fleet and to stay in regulatory compliance. We are required to drydock each vessel once every five years until it
reaches 15 years of age, after which we are required to drydock the applicable vessel every two and one-half to three
years. Drydocking each vessel takes approximately 20-30 days. Drydocking days generally include approximately
5-10 days of travel time to and from the drydocking shipyard and approximately 15-20 days of actual drydocking
time. Six of our vessels required drydocking during 2014, all of which have now been completed. Eight of our vessels
will require drydocking during 2015.
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We spend significant amounts of funds for scheduled drydocking (including the cost of classification society surveys)
of each of our vessels. As our vessels age and our fleet expands, our drydocking expenses will increase. We estimate
the current cost of the initial five-year drydocking of one of our vessels is approximately $650,000, the ten-year
drydocking cost is approximately $1.2 million and the 15-year drydocking cost is approximately $1.5 million.
Ongoing costs for compliance with environmental regulations are primarily included as part of our drydocking and
classification society survey costs, with a balance included as a component of our operating expenses. We are not
aware of any regulatory changes or environmental liabilities that we expect to have a material impact on our current or
future results of operations. Over the long term, we will be required to make substantial capital expenditures to
preserve the operating capacity of, and to grow, our fleet.

9
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Cash Flows

The following table summarizes our cash and cash equivalents provided by (used in) operating, financing and
investing activities for the periods presented:

Nine
Months
Ended

September 30,
2013

Nine Months
Ended

September 30,
2014

(in thousands)
Net cash provided by operating activities $ 54,618 $ 93,747
Net cash used in investing activities (411,696) (94,223) 
Net cash provided / (used) by financing activities 262,221 (136,976) 
Net decrease in cash and cash equivalents (94,857) (137,452) 

Operating Cash Flows. Net cash provided by operating activities for the nine months ended September 30, 2014,
increased to $93.7 million, from $54.6 million for the nine months ended September 30, 2013, an increase of 71.6%.
This $39.1 million increase in net cash provided by operating activities for the nine months ended September 30, 2014
compared to the nine months ended September 30, 2013, was primarily due to increases in net revenue referred to
above and by movements in working capital.

Net cash flow from operating activities depends upon the size of our fleet, charter rates attainable, fluctuations in
working capital balances, repairs and maintenance activity, changes in interest rates and foreign currency rates.

Investing Cash Flows. Net cash used in investing activities of $94.2 million for the nine months ended September 30,
2014, primarily represents payments made to Jiangnan shipyard, consisting of an initial installment on each of the four
35,000 cbm newbuildings, amounting to $31.3 million, four installments for the 2015 newbuildings totaling $18.2
million and the final installment of $39.9 million for the delivery of the first 2014 newbuilding, Navigator Atlas.

Net cash used in investing activities of $411.7 million for the nine months ended September 30, 2013, primarily
consists of $386.9 million for the acquisition of ten of the 11 vessels acquired from A.P. Møller and $23.7 million
representing a second installment payment for two of the four 2014 newbuildings and an initial installment payment
on three of the 2015 newbuildings, and some payments for newbuilding supervision costs.

Financing Cash Flows. Net cash used in financing activities was $137.0 million for the nine months ended
September 30, 2014, primarily consisting of $30.0 million drawn on a bank loan facility associated with the delivery
of Navigator Atlas, a loan prepayment of $120.0 million, and regular loan repayments of $46.2 under the secured term
loan facilities.

Net cash provided by financing activities was $262.2 million for the nine months ended September 30, 2013,
principally consisting of $218.7 million drawn from new bank loan facility, $75.0 million from the issuance of
common stock to the WLR Group and others, offset by $23.1 million in loan repayments and payment of financing
costs of $8.2 million.

Secured Term Loan Facilities
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General. Navigator Gas L.L.C., our wholly-owned subsidiary, and certain of our vessel-owning subsidiaries have
entered into a series of secured term loan facilities beginning in April 2011, or the �April 2011 secured term loan
facility,� in April 2012, or the �April 2012 secured term loan facility,� in February 2013, or the �February 2013 secured
term loan facility,� and in April 2013, or the �April 2013 secured term loan facility.� Collectively, we refer to the debt
thereunder as our �secured term loan facilities.� Proceeds of the loans under our secured term loan facilities may be used
to finance newbuildings, acquisitions and for general corporate purposes. The full commitment amounts have been
drawn under the April 2011 secured term loan facility, the April 2012 secured term loan facility and the February
2013 secured term loan facility. Following the drawdown of $30.0 million to part finance the delivery of Navigator
Atlas in June 2014 there is $90.0 million under the April 2013 secured term loan facility available to be drawn to fund
the remaining three original 2014 newbuilding vessels. We are the guarantor under each of the secured term loan
facilities.

Fees and Interest. We paid arrangement and agency fees at the time of the closing of our secured term loan facilities.
Agency fees are due annually. Interest on amounts drawn is payable at a rate of U.S. LIBOR plus a bank margin, for
interest periods of one, three or six months or longer if agreed by all lenders.

10
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Term and Facility Limits

April 2011 Secured Term Loan Facility. The April 2011 secured term loan facility has a term of six years with a
maximum principal amount of $80.0 million. The April 2011 secured term loan facility is a delayed draw facility with
an availability period that ended December 27, 2012. The aggregate fair market value of the collateral vessels must be
no less than 130% of the aggregate outstanding borrowings under the facility. Interest on amounts drawn is payable at
a rate of U.S. LIBOR plus 300 basis points per annum.

April 2012 Secured Term Loan Facility. The April 2012 secured term loan facility has a term of five years with a
maximum principal amount of up to $180.0 million. The April 2012 secured term loan facility is a delayed draw
facility with an availability period that ended December 31, 2012. The aggregate fair market value of the collateral
vessels must be no less than 135% of the aggregate outstanding borrowings under the facility. Interest on amounts
drawn is payable at a rate of U.S. LIBOR plus 337.5 basis points per annum.

February 2013 Secured Term Loan Facility. The February 2013 secured term loan facility has a term of five years
with a maximum principal amount of up to the lesser of (i) $270.0 million and (ii) 60% of the fair market value of the
collateral vessels. The February 2013 secured term loan facility is a delayed draw facility with an availability period
that ended December 31, 2013. Advances under the facility were upon the delivery of the A.P. Møller vessels. The
aggregate fair market value of the collateral vessels must be no less than 135% of the aggregate outstanding
borrowings under the facility. Interest on amounts drawn is payable at a rate of U.S. LIBOR plus 350 basis points per
annum.

On June 30, 2014, we entered into a Supplemental Agreement to our February 2013 $270 million secured term loan
facility, which, among other things, (i) allows the us to prepay $120.0 million outstanding under such term loan
facility, (ii) revises the terms of the such term loan facility to include a quasi revolving facility where funds can be
drawn over the course of the facility period in four tranches of $30.0 million each and (iii) provides that such term
loan facility be amended and restated to reflect the foregoing. On July 7, 2014, we prepaid $120.0 million outstanding
under such term loan facility from excess cash following the IPO in November 2013.

April 2013 Secured Term Loan Facility. The April 2013 secured term loan facility has a term of six years from the
loan drawdown date with a maximum principal amount of up to $120.0 million. The April 2013 secured term loan
facility is a delayed draw facility with the last availability period ending June 8, 2015. Proceeds of the loans under the
April 2013 secured term loan facility is available to finance our four 2014 newbuildings, the first of which was
delivered in June 2014. The aggregate fair market value of the collateral vessels must be no less than 135% of the
aggregate outstanding borrowings under the facility. Interest on amounts drawn is payable at a rate of U.S. LIBOR
plus 350 basis points per annum.

Prepayments/Repayments. The borrowers may voluntarily prepay indebtedness under our secured term loan facilities
at any time, without premium or penalty, in whole or in part upon prior written notice to the facility agent, subject to
customary compensation for LIBOR breakage costs. Save for the February 2013 secured term loan facility referred to
above, the borrowers may not reborrow any amount that has been so prepaid.

The loans will be subject to quarterly amortization repayments beginning three months after the initial borrowing date
or delivery dates of the newbuildings, as applicable. Any remaining outstanding principal amount must be repaid on
the expiration date of the facilities.

The borrowers are also required to deliver semi-annual compliance certificates, which include valuations of the
vessels securing the applicable facility from an independent ship broker. Upon delivery of the valuation, if the market
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value of the collateral vessels is less than 130% of the outstanding indebtedness under the April 2011 facility or 135%
of the outstanding indebtedness under the other facilities, the borrowers must either provide additional collateral or
repay any amount in excess of 130% or 135% of the market value of the collateral vessels, as applicable.

Financial Covenants. The secured term loan facilities contain financial covenants requiring the borrowers, among
other things, to ensure that:

� the ratio of Net Debt to Total Capitalization (each as defined in the applicable secured term loan facility) is
no greater than 0.60 to 1.00;

� the borrowers have liquidity (including undrawn available lines of credit with a maturity exceeding 12
months) of no less than (i) between $10.0 million and $25 million, as applicable, or (ii) 5% of Net Debt or
total debt, as applicable, whichever is greater;

11
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� the ratio of EBITDA to Interest Expense (each as defined in the applicable secured term loan facility), on a
trailing four quarter basis, is no less than 3.00 to 1.00;

� the borrower must maintain a minimum ratio of shareholder equity to total assets of 30%; and

� the current assets of the borrower must exceed the current liabilities (excluding current liabilities attributable
to the senior unsecured bonds or the senior term loans) at all times.

Restrictive Covenants. The secured term loan facilities provide that the borrowers may not pay dividends to us out of
operating revenues generated by the vessels securing the indebtedness if an event of default has occurred or is
continuing. The secured term loan facilities also limit the borrowers from, among other things, incurring indebtedness
or entering into mergers and divestitures. The secured term loan facilities also contain general covenants that will
require the borrowers to maintain adequate insurance coverage and to maintain their vessels. In addition, the secured
term loan facilities include customary events of default, including those relating to a failure to pay principal or
interest, a breach of covenant, representation and warranty, a cross-default to other indebtedness and non-compliance
with security documents.

As of September 30, 2014, we were in compliance with all covenants under the secured term loan facilities, including
with respect to the aggregate fair market value of our collateral vessels.

Senior Unsecured Bonds

General. On December 18, 2012, we issued senior unsecured bonds in an aggregate principal amount of $125.0
million with Norsk Tillitsmann ASA as the bond trustee. The proceeds of the senior unsecured bonds were used (i) in
part to finance the acquisition of the A.P. Møller vessels and (ii) for general corporate purposes. The senior unsecured
bonds are governed by Norwegian law and listed on the Nordic ABM which is operated and organized by Oslo Børs
ASA.

Interest. Interest on the senior unsecured bonds is payable at a fixed rate of 9.0% per annum, calculated on a 360-day
year basis. Interest is payable semi-annually on June 18 and December 18 of each year.

Maturity. The senior unsecured bonds mature in full on December 18, 2017.

Optional Redemption. We may redeem the senior unsecured bonds, in whole or in part, beginning December 18,
2015. Senior unsecured bonds redeemed from December 18, 2015 to December 17, 2016, shall be redeemed at 104%
of par, senior unsecured bonds redeemed from December 18, 2016 to June 17, 2017, shall be redeemed at 102% of par
and senior unsecured bonds redeemed from June 18, 2017, to the day prior to the maturity date, shall be redeemed at
101% of par.

Additionally, upon the occurrence of a �Change of Control Event� (as defined in the senior unsecured bond agreement),
the holders of senior unsecured bonds have an option to force the issuer to repay such holder�s outstanding bonds at
101% of par.

Financial Covenants. The senior unsecured bond agreement contains financial covenants requiring us, among other
things, to ensure that:

Edgar Filing: Navigator Holdings Ltd. - Form 6-K

Table of Contents 21



� we and our subsidiaries maintain a minimum liquidity of no less than the greater of (i) $12.5 million and
(ii) 5% of Total Interest-Bearing Debt (as defined in the senior unsecured bond agreement);

� we and our subsidiaries maintain a positive working capital amount;

� we and our subsidiaries maintain an Interest Coverage Ratio (as defined in the senior unsecured bond
agreement) of not less than 3.0;

� we and our subsidiaries maintain an Equity Ratio (as defined in the senior unsecured bond agreement) of at
least 30%; and

� we and our subsidiaries ensure that the sum of the market value of (i) our vessels plus (ii) any amounts in
any escrow account in favor of the bond trustee are at least 120% of the Total Interest-Bearing Debt.

Our compliance with the covenants listed above is measured as of the end of each fiscal quarter, except for the final
ratio, which is measured semi-annually on June 30 and December 31 of each year.

Restrictive Covenants. The senior unsecured bond agreement provides that we may declare dividends so long as such
dividends do not exceed 50% of our consolidated net profits after taxes and we have an Equity Ratio of 35% after
giving pro
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forma effect to such distribution. The senior unsecured bond agreement also limits us and our subsidiaries from,
among other things, incurring additional indebtedness, entering into mergers and divestitures, engaging in transactions
with affiliates or incurring any additional liens. In addition, the senior unsecured bond agreement includes customary
events of default, including those relating to a failure to pay principal or interest, a breach of covenant, false
representation and warranty, a cross-default to other indebtedness, the occurrence of a material adverse effect, or our
insolvency or dissolution.

As of September 30, 2014, we were in compliance with all covenants under our senior unsecured bond agreement.

Tabular Disclosure of Contractual Obligations

The contractual obligations schedule set forth below summarizes our contractual obligations as of September 30,
2014.

2014 2015 2016 2017 Thereafter Total
(in thousands)

Vessels under construction $ 135,818 $ 190,546 $ 345,668 $ 20,400 $ �  $ 692,432
Charter-in vessels 2,100 �  �  �  �  2,100
Secured term loan facilities and 9%
senior unsecured bond issue 15,813 53,350 53,350 281,524 35,260 439,297
Office leases 187 747 747 631 2,189 4,500
Total contractual obligations $ 153,918 $ 244,643 $ 399,765 $ 302,554 $ 37,449 $ 1,138,329
As part of our growth strategy, we will continue to consider strategic opportunities, including the acquisition of
additional vessels. We may choose to pursue such opportunities through internal growth or joint ventures or business
acquisitions. We intend to finance any future acquisitions through various sources of capital, including credit
facilities, debt borrowings and the issuance of additional shares of common stock.

13
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Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk from changes in interest rates and foreign currency fluctuations, as well as inflation.
We may in the future use interest rate swaps to manage interest rate risks, but will not use these financial instruments
for trading or speculative purpose1">    Page 12
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Audit Committee � The Audit Committee oversees the Company�s financial reporting process on behalf of the Board. The Audit
Committee reviewed the fiscal 2008 audit plans of the Company�s independent registered public accounting firm and internal audit
staff, reviewed the audit of the Company�s accounts with the independent public accountants and the internal auditors, considered
the adequacy of audit scope and reviewed and discussed with the auditors and management the auditors� reports. The Audit
Committee also reviewed environmental surveys and compliance activities for the Company�s facilities and the expense accounts
of executive officers and directors. The Audit Committee also reviews and decides on conflicts of interest and related person
transactions that may affect executive officers and directors. In January 2009 the Board designated Mr. James H. Keyes,
Mr. Steven J. Klinger and Mr. David D. Harrison as Audit Committee financial experts, as defined by applicable law. In fiscal year
2008, the Audit Committee held 12 meetings. The Audit Committee conducted an evaluation of its performance in January 2009.

Compensation Committee � The Compensation Committee makes recommendations to the Board with respect to the election and
responsibilities of all executive officers, reviews and approves the compensation of executive officers who are not also directors of
the Company, recommends to the independent members of the Board the compensation of executive officers who also are
directors of the Company, administers the Company�s equity compensation plans, furnishes an annual Compensation Committee
Report on executive compensation and reviews and discusses the Compensation Discussion & Analysis (�CD&A�) with
management and recommends to the Board the inclusion of the CD&A in the Company�s proxy statement. Upon management�s
recommendation, the Compensation Committee also reviews basic changes to non-represented employees� base compensation
and incentive and benefit plans. Additional information on the roles and responsibilities of the Compensation Committee is provided
in the CD&A on page 26 of this proxy statement. The Compensation Committee held 8 meetings in fiscal year 2008. The
Compensation Committee conducted an evaluation of its performance in December 2008.

Executive Committee � The Executive Committee is composed of 3 directors, 2 of whom are independent directors. The Executive
Committee represents the Board between meetings for the purpose of consulting with officers, considering matters of importance
and either taking action or making recommendations to the Board. The Executive Committee held no meetings in fiscal year 2008.

Finance Committee � The Finance Committee reviews the Company�s financing requirements, custody and management of
assets which fund the pension and retirement savings plans of the Company�s subsidiaries, procedures by which projections and
estimates of cash flow are developed, dividend policy and operating and capital expenditure budgets. The Finance Committee held
6 meetings in fiscal year 2008. The Finance Committee conducted an evaluation of its performance in December 2008.

Nominating and Governance Committee � The Nominating and Governance Committee is responsible for the organization of the
Board, reviewing and making recommendations to the Board concerning nominees for election as directors and reviewing and
recommending corporate governance practices, policies of the Company and changes to the Company�s charter and by-laws. In
addition, the Nominating and Governance Committee leads the Board in its self-evaluation process. The Nominating and
Governance Committee held 9 meetings in fiscal year 2008. The Nominating and Governance Committee conducted an evaluation
of its performance in December 2008.

   Page 13
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CODE OF CONDUCT

Our Code of Conduct is a code of ethics (the �Code�) applicable to all of our directors, officers and employees which establishes
the principles, policies and conduct for professional behavior in the workplace. Every director, officer and employee is required to
read and follow the Code. Any waiver of the Code for executive officers or directors of the Company requires the approval of the
Audit Committee and must be promptly disclosed to the Company�s stockholders. We intend to disclose on the Investor Relations
section of our website (http://ir.navistar.com - click on �Corporate Governance� and then �Governance Documents�) any
amendments to, or waivers from, the Code that is required to be publicly disclosed under the rules of the SEC.

The Audit Committee has established procedures for employees, vendors and others interested parties to communicate concerns
with respect to our accounting, internal controls or financial reporting to the Audit Committee, which has responsibility for these
matters. Concerns may be reported as follows:

Via the Navistar Business Abuse

and Compliance Hotline Write to the Audit Committee E-mail the Audit Committee

1 -877-734-2548

or via the Internet at

tnwinc.com/webreport/default.asp

Audit Committee

c/o Corporate Secretary

Navistar International Corporation

4201 Winfield Road

P.O. Box 1488

Warrenville, IL 60555

Audit.committee@navistar.com

AUDIT COMMITTEE REPORT

Management of the Company has the primary responsibility for the integrity of the accounting, auditing and financial reporting
practices of the Company. The Independent Registered Public Accounting Firm (the �Auditors�) are responsible for performing an
independent audit of the Company�s consolidated financial statements and internal controls over financial reporting in accordance
with standards established by the Public Company Accounting Oversight Board (United States) and issuing a report thereon. The
Audit Committee�s responsibility is to monitor these processes. In this regard, the Audit Committee meets periodically with
management, the internal auditors and the Auditors. The Audit Committee has the authority to conduct or authorize investigations
into any matters within the scope of its responsibilities and the authority to retain such outside counsel, experts and other advisors
as it determines appropriate to assist it in conducting any such investigations. The Audit Committee is responsible for selecting
and, if appropriate, replacing our auditors, KPMG LLP (�KPMG�).

The Audit Committee has discussed with the Company�s auditors the overall scope and execution of the independent audit and
has reviewed and discussed the audited financial statements with management. Discussions about the Company�s audited
financial statements included the auditors� judgments about not only the acceptability of the accounting principles, but also the
quality, the reasonableness of significant judgments and the clarity of disclosures in the financial statements. The Audit Committee
also discussed with the auditors other matters required by Statement on Auditing Standards No. 114 The Auditor�s Communication
With Those Charged With Governance (which replaced Statement on Auditing Standards No. 61 Communication with Audit
Committees, as amended by SAS No. 90 Audit Committee Communications). The Auditors provided to the Audit Committee the
written disclosures and the letter required by the applicable requirements of the Public Company Accounting Oversight Board
regarding the independent accountant�s communications with the Audit Committee concerning independence, and the Audit
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Committee discussed the auditors� independence with management and the Auditors. The Audit Committee concluded that the
Auditors� independence had not been impaired.

Based on the above-mentioned review and discussions with management and KPMG, and subject to the limitations on the roles
and responsibilities of the Audit Committee referred to above and in the Audit Committee�s written charter, the Audit Committee
recommended to the Board that the Company�s audited consolidated financial statements be included in its Annual Report on
Form 10-K for the fiscal year ended October 31, 2008 for filing with the SEC. In addition, the Audit Committee has engaged KPMG
to serve as the Company�s Independent Registered Accounting Firm for 2009.

Audit Committee

James H. Keyes, Chairman

Y. Marc Belton

John D. Correnti

David D. Harrison

Steven J. Klinger
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FEE INFORMATION

In February 2008 our Audit Committee approved the engagement of KPMG as our independent registered public accounting firm.
The following table presents aggregate fees billed or expected to be billed by KPMG for audit services and fees for audit-related
services (including associated out-of-pocket costs) incurred for the years ended October 31, 2008 and 2007, on our behalf:

(in millions) 2008 2007

Audit fees $25.3 $25.7

Audit-related fees $  0.2     0.2

Total fees $25.5 $25.9

A description of the types of services provided in each category is as follows:

Audit Fees � These are fees for professional services for the audit of our annual consolidated financial statements, limited review of
our quarterly consolidated financial statements, and services that are normally provided in connection with statutory and regulatory
filings. This includes fees for the audit of Navistar Financial Corporation (�NFC�) and fees in connection with the ongoing SEC
investigation related to our financial statements.

Audit-Related Fees � These are fees for the assurance and related services that are reasonably related to the performance of the
audit or review of our financial statements, including procedures related to NFC�s securitization transactions.

The Audit Committee pre-approved all audit and non-audit services provided to us in accordance with the Audit Committee�s
pre-approval policy. In accordance with the Audit Committee�s pre-approval policy, the Audit Committee annually considers for
pre-approval all proposed audit and non-audit services which are known early in the year to be performed in the coming year by our
independent registered public accounting firm and the estimated fees for such services. Additional fees related to audit services
proposed to be provided within the scope of the approved engagement may be pre-approved by management, so long as the fees
for such additional services individually or in the aggregate do not exceed $400,000 in any 12-month period, and are reported to
the Audit Committee at the next regularly scheduled committee meeting. Other proposed audit-related or non-audit services (not
within the scope of the approved engagement) may be considered and, if appropriate, pre-approved by the chair of the Audit
Committee if the related additional fees are estimated to be less than $250,000, otherwise the Audit Committee must pre-approve
all additional audit-related and non-audit services to be performed by our independent registered public accounting firm. In making
its decision to utilize our independent registered public accounting firm, the Audit Committee considers whether the provision of
such services is compatible with maintaining that firm�s independence and to that end receives certain representations from the
firm regarding their independence and permissibility under applicable laws and regulations of non-audit services provided by the
firm to us.
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RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

þ PROPOSAL 2�RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board seeks an indication from stockholders of their approval or disapproval of the Audit Committee�s appointment of KPMG
as the Company�s Independent Registered Public Accounting Firm for fiscal 2009. KPMG has been the Company�s auditors since
2006. For additional information regarding the Company�s relationship with KPMG, please refer to the Audit Committee Report on
page 14 and the Audit Fees presented above.

If the appointment of KPMG as auditors for 2009 is not approved by the stockholders, the adverse vote will be considered a
direction to the Audit Committee to consider other auditors for next year. However, because of the difficulty in making any
substitution of auditors after the beginning of the current year, the appointment for fiscal 2009 will stand, unless the Audit
Committee finds other good reason for making a change.

Representatives of KPMG will be present at the Annual Meeting and will have the opportunity to make a statement if they desire to
do so. The representatives will also be available to respond to questions at the Annual Meeting.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� PROPOSAL 2.
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2004 PERFORMANCE INCENTIVE PLAN PERFORMANCE MEASUREMENTS

þ PROPOSAL 3�APPROVAL OF THE MATERIAL TERMS OF THE PERFORMANCE MEASUREMENTS
AND GOALS SET FORTH IN OUR 2004 PERFORMANCE INCENTIVE PLAN

On February 17, 2004, the stockholders of the Company approved our 2004 Performance Incentive Plan (the �Plan�), including
the performance measurements and goals set forth therein. The Plan has been amended from time to time and was most recently
amended and restated on January 9, 2009.

In accordance with Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�) and the regulations
promulgated thereunder, we are now requesting stockholder re-approval of the material terms of the performance measurements
and goals set forth in the Plan. We are submitting this proposal to the stockholders at this time in accordance with the requirements
of Section 162(m) of the Code and the rules of the New York Stock Exchange.

Specifically, re-approval of the material terms of the performance measurements and goals under the Plan is required under
Section 162(m) of the Code to preserve the Company�s deduction for compensation relating to certain awards granted under the
Plan to certain executive officers. The Board believes that re-approval of the Plan is necessary to meet the Company�s objectives
of attracting, motivating and retaining employees, directors and consultants. The performance measurements and goals were
approved by our stockholders when the Plan was originally adopted and have not been changed since then. You are not being
asked to approve any amendments to the Plan.

The Plan is an �omnibus� type of equity compensation plan that provides the Company the means by which to grant annual
incentive compensation (i.e., bonuses) as well as long-term incentive compensation to its key employees. The types of awards that
are used for employees under the Plan are primarily performance-based cash and stock awards, restricted stock and stock unit
awards, stock appreciation rights (�SARs�) and stock options. The Plan also allows the Company to provide equity compensation
to its non-employee directors and consultants.

Below is a description of the principal features of the Plan.

YOUR BOARD OF DIRECTORS RECOMMENDS A VOTE �FOR� PROPOSAL 3.

Principle Features of the Plan

The following is a summary of the principle features of the Plan and is qualified in its entirety by reference to the complete text of
the Plan, which is attached to this proxy statement as Appendix A.

Eligibility. Employees eligible to be considered for awards under the Plan are key employees of the Company and its subsidiaries,
including the Company�s executive officers, who are designated by the Compensation Committee (typically senior managers and
above). All non-employee directors and consultants are also eligible to be considered for certain awards under the Plan. As of
January 12, 2009, there were approximately 12 of current or former non-employee directors, 1 current consultant and 305 of
current or former key employees eligible to participate in the Plan.

Shares Authorized under the Plan. A total of 3,250,000 shares of common stock are reserved for awards under the Plan. No
more than 1,000,000 of these shares may be used over the term of the Plan for awards other than stock options. In addition, the
total number of shares of common stock that will be available as awards under the Plan in any calendar year to any one individual
will not exceed 1,000,000 shares. Shares subject to awards under the Plan or any other prior plan that are cancelled, expired,
forfeited, settled in cash, tendered to satisfy the purchase price of an award, withheld to satisfy tax obligations or otherwise
terminated without a delivery of shares to the participant again become available for awards under the Plan. The Compensation
Committee may make appropriate adjustments in the number of shares available under the Plan to reflect any stock dividend,
recapitalization, merger, consolidation, split-up, combination or exchange of shares, spinoffs or other similar event. As of January 2,
2009, 895,150 shares of common stock remain available for issuance under the Plan.
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Plan Benefits. Future benefits under the Plan are not currently determinable. Moreover, the benefits to any director, officer,
employee or consultant from future equity awards will not increase by reason of approval of this proposal. Whether future awards
will be made will depend on Compensation Committee action, and the value of any future equity awards will ultimately depend on
the future price of the Company�s common stock, among other factors, and will be subject to such
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vesting conditions as the Compensation Committee determines from time to time. For further details on the awards grant for fiscal
2008, please refer to the executive and director compensation tables beginning on page 34 and 48, respectively, of this proxy
statement.

In accordance with SEC rules, the following table lists all options granted to the individuals and groups indicated below since the
adoption of the Plan in 2004. The option awards listed below for the covered executives and directors include the option awards
listed in the executive and director compensation tables beginning on page 34 and 48, respectively, of this proxy statement and are
not additional awards. As of January 12, 2009, the closing price of Navistar stock on the NYSE was $28.80 per share.

Persons or Groups of Persons Options
Daniel C. Ustian 365,256
Chairman, President and Chief Executive Officer

William A. Caton 89,642
Executive Vice President and Chief Risk Officer

(formerly Chief Financial Officer)

Terry M. Endsley 52,759
Executive Vice President and Chief Financial Officer

Deepak T. Kapur 127,359
President, Truck Group

Pamela J. Turbeville 123,117(1)
Senior Vice President and Chief Executive Officer

Navistar Financial Corporation

Steve K. Covey 82,503
Senior Vice President, Chief Ethics Officer

and General Counsel

All current executive officers as a group(2) 840,636

All current directors who are not executive officers as a group 76,800

Each nominee for election as a director
Y. Marc Belton 11,600
Terry M. Endsley 52,759
Michael N. Hammes 11,600

Each associate of any such director, executive officer or nominees �

Each other person who received or is to receive 5% of such options, warrants or
rights

�

All employees, including all current officers who are not executive officers as a
group

2,090,212

(1) Includes 40,614 restoration stock option grants.
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(2) Includes the executives listed above.
Administration. The Compensation Committee has been designated by the Board to administer all awards under the Plan. The
Compensation Committee has the discretion to determine the employees, non-employee directors and consultants who will
participate in the Plan, the size and types of the awards, the performance levels at which awards will be earned and the terms and
conditions of such awards, subject to certain limitations set forth in the Plan. In addition, the Compensation Committee has full and
final authority to interpret the Plan.
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Effective Date; Term of the Plan. The effective date of the Plan is February 17, 2004 and the effective date of this proposal if
approved would be February 17, 2009. The term of the Plan is ten years from February 17, 2004. No awards may be granted under
the Plan after February 16, 2014, but awards made before that date may continue to be exercisable and/or to vest after that date,
and will otherwise be governed by the terms of the Plan.

Awards under the Plan. At the discretion of the Compensation Committee, (i) employees may be granted awards under the Plan
in the form of annual cash incentive awards, stock options, restricted stock or stock unit awards, SARs or other awards, as
described below, (ii) non-employee directors may be granted awards in the form of non-qualified stock options or restricted stock or
stock units awards, as described below and (iii) consultants may be granted awards in the form of non-qualified stock options,
restricted stock or stock units awards, SARs or other stock based awards as described below. Such awards may be granted singly,
in combination, or in tandem.

Stock Options. The Plan provides for the granting of incentive stock options, which are intended to meet the requirements of
Section 422 of the Code, to employees and non-qualified stock options to employees, directors and consultants. A stock option is a
right to purchase a specified number of shares of common stock at a specified grant price. All stock options granted under the Plan
must have an exercise price per share that is not less than 100% of the fair market value of the common stock on the date of grant
and a term of no more than ten years. The grant price, number of shares, term and conditions of exercise, whether an option will
qualify as an incentive stock option under the Code or a non-qualified stock option, and other terms of a stock option grant will be
determined by the Compensation Committee as of the grant date.

Unless otherwise determined by the Compensation Committee, one-third of the stock options will become exercisable after one
year from the date of the grant, one-third after two years from the date of the grant and one-third after three years after the date of
the grant. Subject to certain exceptions, stock options will expire three months after the termination of a participant�s employment
or service with the Company. If a participant dies while employed by or serving the Company or after retirement, all outstanding
stock options will fully vest, and may be exercised by the personal representatives or distributees, for a period of two years after the
date of death. If an employee terminates employment or service on or after age 55 with ten or more years of continuous service, or
in the case of a non-employee director, retires from the Board in accordance with Board�s retirement policy, the participant may
thereafter exercise stock options according to their original terms.

The exercise price of any stock option must be paid in full at the time the stock option is exercised in cash, by means of net
settlement or in common stock owned by the participant or by a combination of cash and common stock. In addition, the participant
must remit an amount in cash or common stock sufficient to satisfy tax withholding requirements or choose to net settle the stock
option exercise.

Provisions that permit a participant to elect to �restore� a stock option upon exercise may be contained in the terms of the stock
options awarded to employees or consultants. However, the Compensation Committee may not reprice, or otherwise discount, any
outstanding stock option. Restoration provisions under the Plan generally permit the exercise of vested non-qualified stock options
(the �underlying option�) by use of common stock that has been owned by the participant, for at least six months if acquired from
the Company. New �restoration� stock options are then granted to the participant at the fair market value of the common stock on
the date of the grant of the restoration option in an amount equal to the number of shares that were used to exercise the underlying
stock option, plus the number of shares that were withheld for the required tax liability. The restoration stock option will have a term
equal to the remaining term of the underlying option, will generally become exercisable six months after the date of grant, and
otherwise will have the same general terms and conditions of other non-qualified stock option granted under the Plan. The shares
that represent the difference between the exercise price of the underlying option and the value of the shares on the date of exercise
(less withholding taxes) generally cannot be transferred by the participant for a period of three years after exercise of the underlying
option. Prior to January 1, 2005, a participant may have elected to defer delivery of those shares. For any grants made under the
Plan after January 1, 2005, participants may no longer defer delivery of those shares. Non-employee directors may not be granted
restoration stock options under the Plan. In December 2008, the Compensation Committee approved the elimination of the
Restoration Stock Option Program under the Plan in connection with future long-term incentive grants, beginning with the grants
made in December 2008.

Restricted Stock and Stock Units. The Plan also provides for the granting of stock awards to employees, consultants and
non-employee directors that consist of grants of restricted common stock or units denominated in common stock. The terms,
conditions and limitations applicable to any award of restricted stock or stock unit will be
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decided by the Compensation Committee. However, any restricted stock and stock unit award must have a minimum restriction
period of three years from the date of grant, except that the Plan provides for earlier vesting upon a termination due to death.
Participants holding restricted stock awarded under the Plan will be entitled to receive dividends, if and when declared by the
Board.

Other Stock-Based Awards. The Plan also provides for the granting of stock appreciation rights (�SARs�) and other stock-based
awards to employees and consultants that the Compensation Committee deems consistent with the purposes of the Plan. A SAR is
a right to receive a payment, in cash or common stock, equal to the excess of the fair market value of a specified number of shares
of common stock over a specified grant price. A SAR may be granted to the holder of a stock option with respect to all or a portion
of the shares of common stock subject to such stock option (a �tandem� SAR) or may be granted separately. The holder of a
tandem SAR may elect to exercise either the stock option or the SAR, but not both. All SARs granted under the Plan must have an
exercise price per share that is not less than the fair market value of the common stock on the date of grant and a term of no more
than ten years. The grant price, term, number of shares, terms and conditions of exercise, and other terms of a SAR grant will be
fixed by the Compensation Committee as of the grant date.

Annual Cash Incentive Awards. The Plan also provides for the granting of annual cash incentive awards to employees contingent
on attainment of performance or other objectives established by the Compensation Committee at the beginning of each fiscal year.
Generally, the terms, conditions and limitations applicable to any cash incentive award will be decided in the discretion of the
Compensation Committee. At the discretion of the Compensation Committee, amounts payable in respect of cash incentive awards
granted under the Plan may be deferred.

Performance Measures. At the discretion of the Compensation Committee, any of the above-described awards to employees may
be contingent on attainment of performance goals which are based on one or more of the following pre-established criteria:
(a) income measures; (b) return measures; (c) cash flow, cash flow return on investments, which equals net cash flows divided by
owners equity; (d) gross revenues from operations; (e) total revenue; (f) cash value added; (g) economic value added; (h) share
price; (i) sales growth; (j) market share; (k) the achievement of certain quantitatively and objectively determinable non-financial
performance measures; and (l) any combination of, or a specified increase in, any of the foregoing (the �Performance Measures�).

Where applicable, Performance Measures will be expressed in terms of attaining a specified level of the particular criteria or
attaining a specified increase (or decrease) in the particular criteria and may be applied to the performance of the employee or the
Company as a whole, at a subsidiary level or at an operating unit level, or a combination thereof, all as determined by the
Compensation Committee. Generally, the terms, conditions and limitations applicable to any award that is subject to the attainment
of the Performance Measures will be decided by the Compensation Committee. Performance Measures may include varying levels
of performance at which different percentages of the award will be made (or specified vesting will occur). The achievement of
Performance Measures will be subject to certification by the Compensation Committee. The Compensation Committee has the
authority to make equitable adjustments to the Performance Measures. In no event will the performance period for any
performance-based equity award be less than one year.

At the discretion of the Compensation Committee, certain awards granted under the Plan that are subject to the attainment of one
or more of the Performance Measures will be intended to qualify as performance-based compensation under Section 162(m) of the
Code. Section 162(m) generally disallows deductions for compensation in excess of $1,000,000 for some executive officers unless
the compensation qualifies as performance-based compensation. The Plan contains provisions consistent with the Section 162(m)
requirements for performance-based compensation. However, the Compensation Committee may award non-deductible
compensation when such grants are in the best interest of the Company, balancing tax efficiency with long-term strategic objectives

Employee Award Limitations. Under the Plan, no employee may be granted during any fiscal year:

� Stock Options and/or SARs that are exercisable for more than 1,000,000 shares of common stock in the aggregate;

� Restricted stock and/or stock units covering or relating to more than 1,000,000 shares of common stock in the aggregate; or

� Cash incentive awards having a value, as determined on the date of grant, in excess of $4,000,000.
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Transferability. Awards made under the Plan may not be assigned or otherwise encumbered, except as provided by the
participant�s last will and testament and by the applicable laws of descent and distribution.

Change in Control. The Plan provides that upon the occurrence of a Change in Control (as defined in the Plan), all restricted stock
and stock unit awards will be immediately vested and free of all restrictions, and all outstanding unexercised stock options will
become immediately exercisable and remain fully exercisable for a period of three years from the date of the Change in Control.

Amendment, Modification, and Termination. The Compensation Committee may amend, modify, or terminate the Plan, at any
time, except that stockholder approval is required for any amendment that would (i) increase the number of shares of common
stock available for issuance under the Plan or increase the limits applicable to awards under the Plan; (ii) lower the exercise price
of a stock option or SAR grant value below 100% of the fair market value of the common stock on the date of grant; (iii) remove the
prohibition on repricing set forth in the Plan; or (iv) require stockholder approval as a matter of law or under rules of the New York
Stock Exchange.

Federal Income Tax Consequences

The following is a brief summary of the federal income tax aspects of awards that may be made under the Plan based on existing
U.S. federal income tax laws. This summary is general in nature and does not address issues related to the tax circumstances of
any particular participant. This discussion is not to be construed as tax advice.

Restricted Stock and Stock Units Awards. Generally, the grant of restricted stock has no federal income tax consequences at
the time of grant. Rather, at the time the shares are no longer subject to a substantial risk of forfeiture (as defined in the Code), the
grantee will recognize ordinary income to the extent of the excess of the fair market value of the stock on the date the risk of
forfeiture ceases over the participant�s cost for such stock (if any). A grantee may, however, elect to be taxed at the time of the
grant. The Company generally will be entitled to a tax deduction at the time and in the amount that the grantee recognizes ordinary
income.

In general, no taxable income is realized by a participant in the Plan upon the award of stock units. Such participant generally
would include in ordinary income the fair market value of the award of stock at the time shares of stock are delivered free of any
substantial risk of forfeiture. The Company generally will be entitled to a tax deduction at the time and in the amount that the
grantee recognizes ordinary income.

Stock Options and SARs. Some of the stock options issuable under the Plan may constitute incentive stock options within the
meaning of Section 422 of the Code, while other options granted under the Plan may be non-qualified stock options. Generally, in
the case of an incentive stock option, the optionee will not recognize any income for U.S. federal income tax purposes upon the
grant of the incentive stock option. However, upon the exercise of an incentive stock option, the difference between the exercise
price of the incentive stock option and the fair market value of the common stock at the time of exercise is an item of tax preference
that may require payment of an alternative minimum tax. An optionee will generally realize taxable income upon the sale of shares
acquired by exercise of an incentive stock option. If certain holding period requirements have been satisfied with respect to
outstanding shares so acquired, taxable income will constitute long-term capital gain and the Company will not be entitled to a tax
deduction.

In the case of the exercise of a non-qualified stock option, the optionee will generally not be taxed upon the grant of an option.
Rather, at the time of exercise of the non-qualified stock option, the optionee will generally recognize ordinary taxable income
(subject to withholding) in an amount equal to the difference between the fair market value of the shares on the date of exercise
and the exercise price. The Company is generally entitled to a deduction at the time and in an amount equal to the income
recognized by the optionee.

A grant of SARs has no federal income tax consequences at the time of grant. Upon exercise of SARs the amount of any cash
received by the holder under the Plan will be subject to ordinary income tax in the year of receipt, and the Company will be entitled
to a corresponding deduction for federal income tax purposes.

Cash Incentive Awards. The recipient of a cash incentive award normally will recognize ordinary income at the time the payment
is received, and the Company will be entitled to a corresponding deduction for federal income tax purposes.
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PART THREE�OTHER IMPORTANT INFORMATION

PERSONS OWNING MORE THAN FIVE PERCENT OF NAVISTAR COMMON STOCK

This table indicates, as of January 12, 2009, all persons we know to be beneficial owners of more than 5% of our common stock.
This information is based on a review of Schedule 13D, Schedule 13G and Form 4 reports filed with the SEC by each of the firms
listed in the table below.

            Name and Address
Total Amount and Nature of

Beneficial Ownership Percent of Class

Harbinger Capital Partners Master Fund I, Ltd

c/o International Fund Services (Ireland) Limited

Third Floor, Bishop�s Square

Redmond�s Hill

Dublin, L2 00000

9,650,969(A)(B) 13.55%

Harbinger Capital Partners Special Situations Fund, L.P.

Harbinger Capital Partners Special Situations GP, LLC

HMC-New York, Inc.

Philip Falcone

555 Madison Avenue, 16(th) Floor

New York, New York 10022
Harbinger Capital Partners Offshore Manager, L.L.C

HMC Investors, L.L.C.

Harbert Management Corporation

Raymond J. Harbert

Michael D. Luce

2100 Third Avenue, Suite 600

Birmingham, Alabama 35203
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International Truck and Engine Corporation

Non-contributory Retirement Plan Trust

International Truck and Engine Corporation

Retirement Plan for Salaried Employees Trust

International Truck and Engine Corporation

Retiree Health Benefit Trust

c/o International Truck and Engine Corporation

4201 Winfield Road

Warrenville, Illinois 60555

7,755,030(C) 10.30%

Bank of America Corporation

NB Holdings Corporation

Bank of America N.A.

United States Trust Company, N.A.

BAC North America Holding Company

LaSalle Bank Corporation

LaSalle Bank, N.A.

Banc of America Securities Holdings Corporation

Banc of America Securities LLC

Columbia Management Group, LLC

Columbia Management Advisors, LLC

100 North Tryon Street, 25th Floor

Bank of America Corporate Center

Charlotte, NC 28255

(D) (D)

FMR LLC

Edward C. Johnson 3d

82 Devonshire Street

Boston, Massachusetts 02109 7,643,053(E) 10.74%
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            Name and Address
Total Amount and Nature of

Beneficial Ownership Percent of Class

Owl Creek I, L.P.

Owl Creek II, L.P.

Owl Creek Advisors, LLC

Owl Creek Asset Management, L.P.

Jeffrey A. Altman

640 Fifth Avenue, 20th Floor, New York, NY 10019

6,729,452(F) 9.45%

Tontine Overseas Associates, LLC

Tontine Partners, L.P.

Tontine Management, LLC

Jeffrey L. Gendell

55 Railroad Avenue

Greenwich, Connecticut 06830

4,724,400(G) 6.73%

Schneider Capital Management Corporation

460 E Swedesford Road. Suite 2000

Wayne, Pennsylvania 19087

3,537,335(H) 5.04%

(A) As reported in a Schedule 13G, as amended by Amendment No. 2, filed with the SEC on February 14, 2008 and a Form 4 filed with the SEC
on January 8, 2009. It was reported in the Schedule 13G that (1) 7,000,000 shares, or 10.0% of the common stock outstanding of Navistar are
beneficially owned by Harbinger Capital Partners Master Fund I, Ltd. (the �Master Fund�), over which it has shared voting power and shared
dispositive power and no sole voting power or sole dispositive power, (2) 7,000,000 shares, or 10.0% of the common stock outstanding of
Navistar are beneficially owned by Harbinger Capital Partners Offshore Manager, L.L.C. (�Harbinger Management�), over which it has shared
voting power and shared dispositive power and no sole voting power or sole dispositive power, (3) 7,000,000 shares, or 10.0% of the common
stock outstanding of Navistar are beneficially owned by HMC Investors, L.L.C. (�HMC Investors�), over which it has shared voting power and
shared dispositive power and no sole voting power or sole dispositive power (4) 10,150,969 shares, or 14.5% of the common stock outstanding
of Navistar are beneficially owned by Harbert Management Corporation (�HMC�), over which it has shared voting power and shared
dispositive power and no sole voting power or sole dispositive power, (5) 10,150,969 shares, or 14.5% of the common stock outstanding of
Navistar are beneficially owned by Philip Falcone, over which he has shared voting power and shared dispositive power and no sole voting
power or sole dispositive power, (6) 10,150,969 shares, or 14.5% of the common stock outstanding of Navistar are beneficially owned by
Raymond J Harbert, over which he has shared voting power and shared dispositive power and no sole voting power or sole dispositive power
and (7) 10,150,969 shares, or 14.5% of the common stock outstanding of Navistar are beneficially owned by Michael D. Luce, over which he
has shared voting power and shared dispositive power and no sole voting power or sole dispositive power. Some or all of the information
reported in the Schedule 13G may be superseded by the information contained in the Form 4 filing.

(B) It was reported in the Form 4 filed with the SEC on January 8, 2009 that 500,000 shares of common stock were sold leaving 6,500,000 shares,
or 9.13% of the common stock outstanding of Navistar, are beneficially owned by the Master Fund and that such securities may be deemed to
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be beneficially owned by HMC, Philip Falcone, Raymond J. Harbert and Michael D. Luce. As stated in the Form 4, HMC serves as managing
member of the managing member of the investment manager of the Master Fund. Philip Falcone is the portfolio manager of the Master Fund
and a shareholder of HMC, and Raymond J. Harbert and Michael D. Luce are stockholders of HMC. It is stated in the Form 4 that each
reporting person disclaims beneficial ownership of the reported securities except to the extent of his or its pecuniary interest therein. It was
further reported in the Form 4 that 3,150,969 shares, or 4.42% of the common stock of Navistar, are beneficially owned by Harbinger Capital
Partners Special Situations Fund, L.P. (the �Special Situations Fund�) and that such securities may be deemed to be beneficially owned by
HMC, Philip Falcone, Raymond J. Harbert and Michael Luce. As stated in the Form 4, HMC wholly owns the managing member of the Special
Situations Fund�s general partner, Philip Falcone is the portfolio manager of the Special Situations Fund and is a shareholder of HMC, and
Raymond J. Harbert and Michael D. Luce are stockholders of HMC. It is stated in the Form 4 that each reporting person disclaims beneficial
ownership of the reported securities except to the extent of his or its pecuniary interest therein.
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(C) As reported in Schedule 13G, as amended by Amendment No. 1, filed May 19, 2006 with the SEC by Navistar, International Truck and Engine
Corporation (�International�), International Truck and Engine Corporation Non-Contributory Retirement Plan Trust (the �Hourly Trust�),
International Truck and Engine Corporation Retirement Plan for Salaried Employees Trust (the �Salaried Trust�), and International Truck and
Engine Corporation Retiree Health Benefit Trust (the �Health Benefit Trust�). It is reported in the Schedule 13G that on November 8, 2002 NIC
sold an aggregate amount of 7,755,030 shares of its common stock, in three separate transactions as follows: 4,653,018 shares to the Hourly
Trust, 1,551,006 shares to the Salaried Trust and 1,551,006 shares to the Health Benefit Trust. Each trust is a funding trust for an employee
benefit plan sponsored by International. The trust agreements of the Hourly Trust and the Salaried Trust provide that the trustee of the trust is
only a directed trustee with respect to Navistar stock held by the trusts and that the Pension Fund Investment Committee of International
(whose members are for the most part executive officers of Navistar, the �PFIC�), or an investment manager designated by the PFIC, is to
direct the trustee with respect to the voting or disposition of Navistar stock. The trust agreement for the Health Benefit Trust provides that
International, or an investment manager appointed by International, is to direct the trustee with respect to voting and disposition of Navistar
stock. International has delegated authority for such matters related to the Health Benefit Trust to the PFIC. Jennison Associates LLC had
subsequently been appointed the investment manager for each trust with respect to the Navistar stock, and Jennison had been given
discretionary authority regarding voting and disposition of the Navistar stock. Subsequently, on May 8, 2006, the United States Trust Company,
National Association (�US Trust�) was appointed as investment manager for each of the trusts to replace Jennison Associates, LLC who
resigned its appointment effective the close of business May 7, 2006. Like Jennison, US Trust has been given discretionary authority regarding
voting and disposition power over the Navistar stock. See paragraph D below. Since the PFIC and Navistar have the power to revoke or
change the appointment of US Trust (and therefore reacquire the voting and dispositive control over the Navistar stock), the committee,
International or Navistar could be considered �beneficial owners� of the Navistar stock.

(D) As reported in Schedule 13G, as amended by Amendment No. 2, filed February 11, 2008 with the SEC by Bank of America Corporation
(�BofA�) and the other reporting persons indicated above. It is reported in the Schedule 13G that 7,763,030 shares or 11.05% of the common
stock outstanding of Navistar are beneficially owned by BofA, over which it has shared voting power and shared dispositive power. This filing
amends the statement on Schedule 13G filed by United States, N.A. (�US Trust�) with the SEC on February 14, 2007. United States Trust
Company, N.A. merged into Bank of America Corporation on July 1, 2007. On May 8, 2006, US Trust was appointed as investment manager
for each of the trusts to replace Jennison Associates, LLC who resigned its appointment effective the close of business May 7, 2006. US Trust
has been given discretionary authority regarding voting and disposition power over the Navistar stock. See paragraph C above.

(E) As reported in a Schedule 13G filed October 10, 2008 with the SEC by FMR LLC (�FMR�), Edward C. Johnson, 3d, Chairman of FMR,
and Fidelity Management and Research Company, a wholly-owned subsidiary of FMR and an investment adviser registered under
Section 203 of the Investment Advisers Act of 1940 (�Fidelity�). It is reported in the Schedule 13G that (1) Fidelity is the beneficial
owner of 5,581,584 shares or 7.842% of the common stock outstanding of Navistar as a result of acting as investment adviser to
various investment companies registered under Section 8 of the Investment Company Act of 1940, (2) Edward C. Johnson 3d, FMR,
through its control of Fidelity, and certain funds each has sole power to dispose of 5,581,584 shares owned by such funds and neither
FMR nor Edward C. Johnson 3d, has sole power to vote or direct the voting of the shares owned directly by such funds, which power
resides with such funds� Boards of Trustees. Fidelity carries out the voting of the shares under written guidelines established by such
funds� Boards of Trustees, (3) Pyramis Global Advisors, LLC (�PGALLC�), an indirect wholly-owned subsidiary of FMR and an
investment adviser registered under Section 203 of the Investment Advisers Act of 1940, is the beneficial owner of 392,080 shares or
0.551% of the common stock outstanding of Navistar as a result of its serving as investment advisor to the institutional account(s),
non-U.S. mutual funds, or investment companies registered under Section 8 of the Investment Company Act of 1940 owning such
shares, (4) Edward C. Johnson 3d and FMR, through its control of PGALLC, each has sole dispositive power over 392,080 shares and
sole power to vote or to direct the voting of 392,080 shares owned by the institutional account(s) or funds advised by PGALLC as
reported above, (5) Members of the family of Edward C. Johnson 3d are the predominant owners, directly or through trusts, of Series B
voting common shares of FMR, representing 49% of the voting power of FMR. The Johnson family group and all other Series B
shareholders have entered into a shareholders� voting agreement under which all Series B voting common shares will be voted in
accordance with the majority vote of Series B voting common shares. Accordingly, through their ownership of voting common shares
and the execution of the shareholders� voting agreement, members of the Johnson family may be deemed, under the Investment
Company Act of 1940, to form a controlling group with respect to FMR, (6) Pyramis Global Advisors Trust Company (�PGATC�), an
indirect wholly-owned subsidiary of FMR and a bank as defined in Section 3(a)(6) of the Securities Exchange Act of 1934, is the
beneficial owner of 862,690 shares or 1.212% of the outstanding common stock of Navistar as a result of its serving as investment
manager of institutional accounts owning such shares, (7) Edward C. Johnson 3d and FMR, through its control of PGATC, each has
sole dispositive power over 862,690 shares and sole power to vote or to direct the voting of 828,810 shares of common stock owned by
the institutional accounts managed by PGATC as reported above, and (8) FIL Limited (�FIL�) and various foreign-based subsidiaries
provide investment advisory and management services to a number of non-U.S. investment companies and certain institutional
investors. FIL is the beneficial owner of 806,699 shares or 1.133% of the common stock outstanding of Navistar.

(F) As reported in Schedule 13D, as amended by Amendment No. 2, filed November 18, 2008 with the SEC by Owl Creek I, L.P., Owl Creek II,
L.P., Owl Creek Advisors, LLC, Owl Creek Asset Management, L.P. and Jeffrey A. Altman. It is reported in the Schedule 13D that (1) 137,502
shares, or 0.19% of the common stock outstanding of Navistar are beneficially owned by Owl Creek I, L.P., over which it has shared voting
power and shared dispositive power, (2) 1,124,902 shares, or 1.58% of the common stock outstanding of Navistar are beneficially owned by
Owl Creek II, L.P., over which it has shared voting power and shared dispositive power, (3) 1,262,404 shares, or 1.77% of the common stock
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outstanding of Navistar are beneficially owned by Owl Creek Advisors, LLC, over which it has shared voting power and shared dispositive
power, (4) 5,467,048 shares, or 7.68% of the common stock outstanding of Navistar are beneficially owned by Owl Creek Asset Management,
L.P. over which it has shared voting power and shared dispositive power, (5) 6,729,452 shares, or 9.45% of the common stock outstanding of
Navistar are beneficially owned by Jeffrey A. Atlman, over which he has shared voting power and shared dispositive power and (6) Owl Creek
Advisors, LLC is the general partner of Owl Creek I and Owl Creek II, and as such has the power to direct the affairs of Owl Creek I and Owl
Creek II, Owl Creek Asset Management, L.P. is the investment manager of Owl Creek Overseas Fund, Ltd and Owl Creek Socially
Responsible Investment Fund, Ltd, and as such has the power to direct the affairs of Owl Creek Overseas Fund, Ltd and Owl Creek Socially
Responsible Investment Fund, Ltd and Jeffrey A. Altman is the managing member of Owl Creek Advisors, LLC and the managing member of
the general partner of Owl Creek Asset Management, L.P., and in such capacities has the power to direct their operations.
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(G) As reported in Schedule 13G, as amended by Amendment No. 2, filed February 12, 2008 with the SEC by Tontine Overseas Associates, LLC,
Tontine Partners, LP. Tontine Management, LLC and Jeffrey L. Gendell. It is reported in the Schedule 13G that (1) 1,894,820 shares, or 2.70%
of the common stock outstanding of Navistar are beneficially owned by Tontine Overseas Associates, LLC, over which it has shared voting
power and shared dispositive power and no sole voting power or sole dispositive power, (2) 2,829,580 shares, or 4.03% of the common stock
outstanding of Navistar are beneficially owned by Tontine Partners, L.P., over which it has shared voting power and shared dispositive power
and no sole voting power or sole dispositive power, (3) 2,829,580 shares, or 4.03% of the common stock outstanding of Navistar are
beneficially owned by Tontine Management, LLC., over which it has shared voting power and shared dispositive power and no sole voting
power or sole dispositive power, and (4) Tontine Management, LLC is the general partner of Tontine Partners, LP, and as such has the power
to direct the affairs of Tontine Partners, LP and that Jeffrey Gendell is the managing member of Tontine Management, LLC and Tontine
Overseas Associates, LLC, and in that capacity directs their operations.

(H) As reported in Schedule 13G, as amended by Amendment No. 1, filed February 13, 2008 with the SEC by Schneider Capital Management
Corporation. It is reported in the Schedule 13G that 3,537,335 shares, or 5.04% of the common stock outstanding of Navistar are beneficially
owned by Schneider Capital Management Corporation, over which it has sole voting power with respect to 2,561,977 shares, shared voting
power with respect to 0 shares, sole dispositive power with respect to 3,537,335 shares and shared dispositive power with respect to 0 shares.
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NAVISTAR COMMON STOCK OWNED BY EXECUTIVE OFFICERS AND DIRECTORS

This table shows how much common stock our executive officers and directors beneficially own as of December 31, 2008. In
general, �beneficial ownership� includes those shares a director or executive officer has the power to vote or transfer, and stock
options exercisable within 60 days. Except as noted, the persons named in the table below have the sole voting and investment
power with respect to all shares beneficially owned by them.

Number of Shares

Name/Group Owned(1)

Obtainable
Through Stock
Option Exercise Total

Percent

of Class
Y. Marc Belton 4,252 23,000 27,252 *
William A. Caton 78,861 47,700 126,561 *
Eugenio Clariond 7,374 16,000 23,374 *
John D. Correnti 19,707 23,000 42,707 *
Steven K. Covey 27,869 75,400 103,269 *
Terry M. Endsley 34,860 65,633 100,493 *
Dr. Abbie Griffin 4,332 18,500 22,832 *
Michael N. Hammes 4,712 16,500 21,212 *
David D. Harrison 1,333 � 1,333 *
Deepak T. Kapur 71,104 155,333 226,437 *
James H. Keyes 17,757 16,000 33,757 *
Steven J. Klinger 1,333 � 1,333 *
Daniel C. Ustian 132,559 730,970 863,529 1.2
Dennis D. Williams � � � *
All Directors and Executive Officers as a Group (19 persons) 466,675 1,347,748 1,814,423(2) 2.6
* Percentage of shares beneficially owned does not exceed one percent.

(1) The number of shares shown for each executive officer (and all executive officers as a group) includes the number of shares of Company
common stock owned indirectly, as of December 31, 2008, by such executive officers in our 401(k) Retirement Savings Plan and Retirement
Accumulation Plan, as reported to us by the Plan trustee.

(2) Includes shares over which there is shared voting and investment power as follows: Directors and Executive Officers as a Group � 6,357 shares.
The number of shares owned by each director and executive officer (and all directors and executive officers as a group) includes
restricted stock units (�RSUs�) that were granted under the 2004 Performance Incentive Plan on September 18, 2008. The RSUs
vest ratably over a three year period with 25% vesting on each of the first and second anniversary of the date of grant, with the
remaining 50% vesting on the third anniversary of the date of grant. At the request of the UAW, the UAW representative director,
Dennis Williams, does not receive stock or stock option grant awards.

Under our Executive Stock Ownership Program, executives may defer their cash bonus into deferred share units (�DSUs�). If an
executive officer has elected to defer a cash bonus, the number of shares shown for such executive officer includes these DSUs.
These DSUs vest immediately. The number of shares shown for each executive officer (and all executive officers as a group) also
includes premium share units (�PSUs�) that were awarded pursuant to the Executive Stock Ownership Program. PSUs vest in
equal installments on each of the first three anniversaries of the date on which they are awarded.

Under our Non-Employee Directors Deferred Fee Plan, directors may defer all or a portion of their annual retainer and meeting fees
into phantom stock units. If a director has elected to defer a portion of their annual retainer and/or meeting fees into phantom stock
units, these phantom stock units are shown in this column.

Under our 2004 Performance Incentive Plan and prior plans, executives may defer the receipt of shares of Company common
stock due in connection with a restoration stock option exercise of non-qualified stock options that were vested prior to
December 31, 2004. If an executive has elected to defer receipt of these shares into stock units, these stock units are also shown
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in this column. The deferral feature has been eliminated with respect to future stock option grants under the 2004 Performance
Incentive Plan and for non-qualified stock options granted from prior plans that vest on or after January 1, 2005. In December 2008,
the Compensation Committee approved the elimination of the Restoration Stock Option Program under the 2004 Performance
Incentive Plan in connection with future long-term incentive grants, beginning with the grants made in December 2008.
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COMPENSATION

Compensation Discussion and Analysis for Fiscal 2008 (November 1, 2007�October 31, 2008)

The Compensation Committee (the �Committee�) of our Board has the responsibility to approve and monitor all compensation and
benefit programs for our executive officers (designated as Section 16 Officers) and makes recommendations for the compensation
and benefits of our Chief Executive Officer (the �CEO�) and the Chief Financial Officer (the �CFO�), which are then approved by
the independent members of our Board. As part of its responsibility, the Committee reviews the performance of executive officers
and approves compensation based on the overall successes of the individual executive, his or her specific business unit to the
extent applicable, and the organization as a whole. The Committee is governed by a written charter, a copy of which is available on
the Investor Relations section of our website at http://ir.navistar.com (click on �Corporate Governance� and then �Governance
Documents�) and is available free of charge on request of our Corporate Secretary at 4201 Winfield Road, P.O. Box 1488,
Warrenville, IL 60555.

Our executive compensation program for our named executive officers (�NEOs�), as well as other executives, is designed to
closely align executive rewards with corporate, group and individual performance and the total return to stockholders. We
developed an overall compensation philosophy that is built on a foundation of guiding principles:

� Competitive Positioning: Total remuneration is designed to attract and retain the executive talent required to achieve our
goals through a market competitive total remuneration package.

� Performance Orientation: Executive compensation is performance-based with a direct link to Company, business unit,
and individual performance. It is also designed to align the interests of executives and stockholders.

� Fairness: Compensation programs are designed to be fair and equitable across all employee groups and should not
unfairly discriminate in favor of any one individual or group on the basis of age, service, or other non-performance
related criteria.

� Ownership and Responsibility: Programs recognize individual contributions as well as link executive and stockholder
interests through compensation programs that reward our executives, including our NEOs based on the financial
success of the Company and increases to stockholder value.

Market Compensation Review

We continuously monitor the market competitiveness of our executive compensation. Over the past couple of years, the Committee
has reviewed the executive compensation programs to ensure that (i) pay opportunities are competitive with the market, (ii) there is
an appropriate link between performance and pay and (iii) the programs support our stated compensation philosophy. This process
included consultation with Hewitt Associates (�Hewitt�), which compared compensation of our executives, including our NEOs, on
base salaries, short-term incentive awards, long-term incentives, perquisites, other benefits and our overall compensation and
benefits philosophy to that of our comparator group and broader market practice. Hewitt was engaged by the Committee and is
responsible solely to the Committee. The Committee considered both Hewitt�s advice and management�s opinion in determining
the compensation strategy.

On an ad hoc basis, the Committee may engage Hewitt to provide information regarding specific executive compensation topics of
interest. From March 1, 2006 through September 11, 2008, we were subject to the blackout trading rules of Regulation BTR of the
SEC and as such have been unable to grant equity to our executive officers during that time frame. In anticipation of the lifting of
Regulation BTR in 2008, the Committee engaged Hewitt to provide benchmarking information and design recommendations on a
long-term incentive program to be granted once Regulation BTR was lifted. As described in the long-term incentive section below,
this collaboration between Hewitt, the Committee and management resulted in the development of the Emergence Grant.
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For 2008, our comparator group of 24 companies was chosen from a cross section of manufacturing and transportation and
equipment companies that have revenues from one half to two times our revenues. For 2008, American Standard was deleted and
Terex Corporation was added to the list. We review executive compensation against this peer group of companies with which we
compete for talent. Information about this list of companies is used by Hewitt and management when the Committee requests
specific executive compensation analysis. The Committee approved the following peer group for 2008.
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2008 Compensation Peer Group

AGCO Corporation General Dynamics Lear Corporation
ArvinMeritor, Incorporated Genuine Parts Company Masco Corporation
Cummins Incorporated Goodrich Corporation PACCAR Incorporated
Danaher Corporation Goodyear Tire and Rubber Parker-Hannifin
Deere and Company Harley Davidson, Incorporated PPG Industries, Inc.
Dover Corporation Illinois Tool Works Terex Corporation
Eaton Corporation Ingersoll-Rand Co. Ltd. Textron, Incorporated
Emerson Electric ITT Industries, Incorporated TRW Automotive Holdings

Corporation
A broader industry survey published by Hewitt was also used to provide us with additional compensation market data. For
individual executive positions, if the market data from the peer group of companies was not statistically reliable because of the
small sample size, we also used the manufacturing group (or if the sample size is large enough, the all-industry group) of the
broader survey data. When we use broader industry surveys, we use market data within our revenue scope, either overall
consolidated revenue for corporate roles and/or business unit revenue for business unit specific roles. This is especially true for the
base salary competitive market review.

For base salary, annual incentive, and long-term incentives, we target the 50th percentile (market median). We established a policy
of targeting base salaries at the 50th percentile (market median) of the competitive market, based on the peer group, where
available, or the broader industry survey. We refer to this as the competitive market data, competitive marketplace, or the like. We
consider an executive to be competitively paid if his or her base salary is within 85 to 115 percent of the market median. Under
special circumstances when we are recruiting for critical roles, we target an executive�s salary at the 75th percentile. Our incentive
compensation plans provide executives with the opportunity to earn total compensation at the 50th percentile of the competitive
market for target corporate performance and at the 75th percentile for distinguished corporate and individual performance.

Typically, the Chief Executive Officer (the �CEO�) makes recommendations to the Committee on annual base salary increases for
the NEOs other than himself (see the section entitled �Summary of the Executive Salary Planning Approval Process�). For our
Annual Incentives, the CEO may recommend that the Committee adjust awards to reflect individual performance. For long-term
incentives, awards generally follow our fixed share guidelines with no adjustments recommended by the CEO.

Pay Mix

Our pay mix of base salary, annual incentive, and long-term incentives generally tracks to the marketplace with the majority of total
compensation opportunity, specifically annual and long-term incentives, being contingent on and variable with performance. This
structure supports our pay-for-performance compensation philosophy.

Elements of Executive Compensation

The key elements of our executive compensation program include base salary, an annual incentive program, long-term incentives,
retirement benefits, perquisites, and other benefits. We also maintain stock ownership guidelines for our executives, including our
NEOs. Although decisions relative to each of these compensation elements are made separately, the Committee considers the
total compensation and benefits package when making any compensation decision.

Base Salary

We pay each executive officer, on a monthly basis, a competitive base salary for services rendered during the year. Base salaries
for executive officers, including our NEOs, were reviewed and adjusted based on evaluating (i) the responsibilities of their positions,
(ii) the competitive marketplace data and (iii) the performance of each executive during 2008.

Summary of the Executive Salary Planning Approval Process
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� The head of each business unit reviews competitive salary market data relevant to his or her direct and indirect reports.
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� The head of each business unit provides salary recommendations for his or her direct and indirect reports.

� The CEO reviews and approves or adjusts all of these salary recommendations.

� The Committee reviews the salary for the CEO and CFO, and the CEO�s salary recommendations for all Section 16
Officers. The CEO does not recommend nor is he involved in decisions regarding his own compensation.

� The Committee then recommends and the independent members of the Board approve or adjust the salary
recommendation for the CEO and CFO. As described in greater detail below, we have a detailed procedure in place for
reviewing the performance of the CEO and determining annually the salary of the CEO.

In 2008, based on competitive survey data and a review of individual performance, the Committee increased the base pay of the
NEOs by 5.9% on average. These base salary increases resulted in the NEOs as a group being paid at approximately 94% of the
competitive market median. Due to the economic environment and our focus on controlling costs, fiscal year 2009 performance
increases for executives has been postponed until a later date.

CEO Performance Evaluation

Each year, typically in December, the Committee and the independent members of the Board evaluate the CEO�s performance for
the prior fiscal year. This review is based on the CEO�s achievement of goals set prior to the start of that year. The CEO presents
this information to the full independent members of the Board, who then discuss it in executive session. The CEO is not present
during this discussion. The independent members� evaluation of the CEO�s performance then forms the basis for the decision on
the CEO Annual Incentive Plan award (�AI�) for the prior fiscal year and base salary for the new fiscal year. The chair of the
Committee then informs the CEO of the compensation decisions and the performance evaluation on which those decisions were
based.

In December 2007, the Committee and the independent members of the Board went through the process described above and
increased Mr. Ustian�s base salary approximately 5% from $1,125,000 to $1,180,000 effective January 1, 2008. Prior to this
adjustment, Mr. Ustian�s last base salary increase was effective January 1, 2006. The independent members of the Board did not
recommend a 2009 base salary increase for Mr. Ustian when they met in December 2008.

In December 2008, the independent members of the Board approved a 2008 AI award for Mr. Ustian based upon both the
Company�s successful financial results and his strong performance in 2008.

Annual Incentive

The Annual Incentive Plan (the �AI Plan�) is a short-term incentive program that exists to reward, motivate and retain employees
as well as connect rewards with performance for 2008. The AI Plan is a key element in the executive compensation package as the
Company intends for a significant portion of an executive�s, including the NEO�s, total compensation to be performance-related.
The AI Plan for 2008 was based on attaining financial and non-financial performance goals established and approved by the
Committee. The AI Plan is authorized under our stockholder approved 2004 Performance Incentive Plan (the �Plan�). The Plan is
an omnibus plan that allows for various awards such as cash, stock options, stock appreciation rights, restricted stock, premium
share units, and deferred share units. The AI Plan and the Plan do not have claw-back provisions, which would retract a prior
incentive award when financial results are restated after the award was paid.

Traditionally, there are three key performance elements that influence awards under the AI Plan.

� Consolidated Financial Performance: For all of our executives, consolidated financial performance is heavily weighted in
the calculation of incentive payments in order to encourage integrated execution across organizational boundaries within
the Company. We believe it is important to encourage executives to work together for the best consolidated results
rather than to focus on results at one business unit at the expense of other business units. Consolidated financial goals
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are based on our Return on Equity (�ROE�), as determined by the Committee. We use ROE because we believe that, in
the long term, it is highly correlated with stock price and stockholder value. We are in a volatile industry, in which
demand for our products is subject to cyclical fluctuation. The profitability of our business is heavily influenced by the
cycle of truck sales in North America. Consequently, we use the following truck industry demand-adjusted
(volume-adjusted) ROE target methodology to evaluate Company performance. We target a 16.5% ROE on average
over the business cycle based on a
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forecasted average truck industry volume, which is re-evaluated every year based upon industry forecast. This prevents
us from giving management an unduly large incentive payment in years when the truck market is strong. Rather,
financial results must be even stronger than industry performance for management to receive a payment. Conversely,
this methodology is intended to prevent us from unduly under-compensating management in years when the truck
market is weak. The volume-adjusted ROE target for 2008 was 3.2%. The amount of income required to earn incentive
payments was calculated using this ROE target. The earnings target was $.59 per share.

� Business Unit Performance: For executives at our business units, business unit performance is also considered in
determining incentive payments, which encourages strong performance at the business unit level. The business unit
results are measured on the income (i.e. profit before taxes) needed to support the corporate ROE goal. Other
non-financial goals that support cost, quality, and growth initiatives may also be utilized where appropriate. However,
generally only financial goals are applicable to awards to our NEOs except where non-financial goals are used for
purposes of downward discretion.

� Individual Performance: This is measured by our annual Total Performance Management (the �TPM�) assessment. The
TPM process is a performance management tool that focuses on employee career development, goal setting,
performance appraisals, and evaluation. The TPM assessment reviews how well the executive performed with regard to
both individual goals and defined skills and behaviors. However, generally only financial goals are applicable to awards
to our NEOs except where individual performance is used for downward discretion.

For 2008, the Committee approved a plan modification under which the monetary pool for AI awards for all participants was based
only upon consolidated financial results. Due to our fiscal year 2008 EPS results, the pool was created based upon the maximum
percentage allowed under the Plan. In determining final individual AI awards, the Committee used its downward discretion and
considered the results of each business unit�s achievement of non-financial goals.

The AI Plan has threshold, target, distinguished, and super-distinguished performance payout levels for the NEOs which range
from 25% to 200% of target. Based upon performance, in some years, the Company may not make AI payments, but the Company
also has the ability under the plan to make maximum payments at 200% of target bonus opportunity for super-distinguished
performance. Consolidated financial results between performance levels are interpolated on a straight-line basis to determine
payment amounts.

Generally, AI awards are not paid when consolidated results are below threshold, however, in rare circumstances, the plan may
allow for payments to executives, including NEOs, who work for a business unit with above-threshold performance when
consolidated performance is below threshold. However, under no circumstances will the AI Plan provide payments when net
income is negative.

The Committee has the discretion to adjust a bonus payment. In doing so, the Committee historically has considered the
requirements of Section 162(m) of the Internal Revenue Code. While the Committee generally intends for incentive compensation
to be tax deductible, there may be instances when the Committee decides to award a non-deductible amount. The Committee did
not award a non-deductible AI amount for fiscal year 2008.

2008 AI Plan Weights

Named Executive Officer Corporate /Business Unit Weight Business Unit (1)
Daniel C. Ustian 100% / 0%                  Corporate / Consolidated
William A. Caton 100% / 0%                  Corporate / Consolidated
Terry M. Endsley 100% / 0%                  Corporate / Consolidated
Deepak T. Kapur 80% / 20%                  Truck
Pamela J. Turbeville 80% / 20%                  Navistar Financial Corporation
Steven K. Covey 100% / 0%                  Corporate / Consolidated
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(1) For 2008, financial results were measured based on consolidated performance only. Business Unit performance for nonfinancial goals was also
considered in determining individual awards for downward discretion only.
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2008 AI Award Formula

Executive�s AI Plan Award = Base Salary x AI Plan Target Award Percentage x Consolidated Financial Performance x Business
Unit Performance (non-financial goals, if applicable) x Individual Performance

2008 AI Target Award Percentages and Amount Earned

Named Executive Officer

Target as a        
% of        

Base Salary        

2008
Annual Incentive
Amount Earned

Daniel C. Ustian 110% $ 2,589,500
William A. Caton   95% $ 800,000
Terry M. Endsley   75% $ 625,000
Deepak T. Kapur   75% $ 900,000
Pamela J. Turbeville   65% $ 444,000
Steven K. Covey   65% $ 640,000
Long-Term Incentive

As discussed above, we were subject to the blackout trading rules of Regulation BTR of the SEC from March 1, 2006 through
September 11, 2008 and as such have been unable to grant equity-based compensation to our executive officers during that time
frame. An Emergence Grant of restricted stock units (�RSUs�) was granted to eligible plan participants on September 18, 2008.
The grant of RSUs vest 25% at the end of years one and two and 50% at the end of year three. At the end of three years, all vested
units are converted to, and settled in the form of, Navistar common stock.

Traditionally, our objectives for including long-term incentives as part of our executives� total compensation package include:

� Aligning executive and shareowner interests; tying compensation to share price appreciation;
� Emphasizing returns to stockholders; and
� Cultivating ownership.

Historically, we have focused our long-term incentive plan on the use of stock options to align executives� interests with those of
stockholders. To manage the allocation of stock options, the Committee used a fixed share grant approach. The fixed share
guideline takes into account the long-term incentive target by position, Black-Scholes valuation methodology, and estimated stock
price. This approach was used because:

� Managed dilution;
� Provided the same number of options for similar job roles; and
� Provided a way for us to allocate stock options.

We have never backdated stock options. In addition, as set forth in the Plan, we prohibit stock option repricing. However, within the
Plan, there is a Restoration Stock Option Program. Specifically, the Restoration Stock Option Program allows an executive to
exercise vested non-qualified stock options by presenting shares that have a total market value equal to the option exercise price
times the number of options. New restoration options are then granted with an exercise price equal to the fair market value of our
stock at that time in an amount equal to the number of mature shares that were used to exercise the original option, plus the
number of shares that were withheld for the required tax liability. The restoration stock options have a term equal to the remaining
term of the original option, generally become exercisable six months after the date of grant, and otherwise have the same general
terms and conditions of other non-qualified stock options granted under the Company�s stock plans. In 2008, none of the NEOs
utilized this program. In December 2008, the Committee approved the elimination of the Restoration Stock Option Program under
the Plan in connection with future long-term incentive grants, beginning with the grants made in December 2008.
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In December 2008, a fiscal year 2009 long-term incentive grant under the Plan was approved to eligible plan participants. The grant
was based upon our fixed share grant approach, however, we modified our use of 100% stock options to an equity mix of 67%
stock options and 33% restricted stock units. We changed the mix to manage our share pool usage.
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Executive Stock Ownership Program

We feel that it is important to encourage senior executives to hold a material amount of Company stock and to link their long-term
economic interest directly to that of the stockholders. To achieve this goal, we established stock ownership requirements. During
2008, our stock ownership guidelines applied to approximately 58 executives, including our NEOs, the majority of who hold the title
of vice president and above. Executives are expected to attain the ownership level of their position within five years of attaining that
position. The ownership requirements range from 75% to 300% of base salary and are fixed at the number of shares that are
required to be held as of the date of an executive�s promotion or hire, based on the fair market value of the shares at that time.

Executive Stock Ownership as of October 31, 2008

Named Executive Officer
Ownership Requirement
as a % of Base Salary

Number of
Shares Required

Number of
Shares Owned

Daniel C. Ustian 300% 60,806 114,868
William A. Caton 225% 56,575   70,598
Terry M. Endsley 225% 28,419   28,564
Deepak T. Kapur 225% 25,568   64,808
Pamela J. Turbeville 225% 22,083   38,830
Steven K. Covey 225% 15,666   23,874
Executive Benefits and Perquisites

The following table summarizes the executive benefits and perquisites that we provide to our NEOs:

NEO Life      
Insurance(1)

Executive      
Physical      
Program(2)

Flexible        
Perquisite        
Program(3)

Pension /Retirement/ 401(k) Plans(4) Retiree    
Medical    

Benefits    
RPSE MRO RAP SRAP SERP

Daniel C.
Ustian

X X X X X X X

William A.
Caton

X X X X X X

Terry M.
Endsley

X X X X X X X

Deepak T.
Kapur

X X X X X X

Pamela  J.

Turbeville

X X X X X X

Steven K.
Covey

X X X X X X X

(1) Life Insurance. We provide Company paid life insurance equal to five times base salary.

(2)
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Physical Exams. This program provides a company-paid physical when an executive is first hired or promoted to an executive position. A
physical is also required every two years prior to age 50 and every year after age 50. This program helps us ensure the health of our key
executives.

(3) Executive Perquisites for our NEOs. We maintain a perquisite program for our NEOs, which we believe is competitive and consistent with our
overall compensation program, and which enables us to attract and retain our executive officers. The Executive Flexible Perquisite Program
provides a cash stipend to each of our NEOs, the amount of which varies by executive, based upon the executive�s organization level. The
purpose of the cash stipend is to provide each of our NEOs with the ability to choose the perquisite that best fits his or her professional and
personal situation. This program is in lieu of providing and administering such items as car leases, tax preparation, financial planning, and
home security systems. We do not require the NEOs to substantiate the expenses for which they use this stipend. The annual perquisite
amount is paid semi-annually in equal installments in May and November.
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Annual Flexible Perquisite Payments During 2008

Named Executive Officer
Annual Flexible

Perquisite Payment
Daniel C. Ustian $ 46,000
William A. Caton 37,000
Terry M. Endsley 37,000
Deepak T. Kapur 37,000
Pamela J. Turbeville 28,000
Steven K. Covey 28,000

In certain circumstances, where a commercial flight is not available to meet a NEOs travel schedule, our NEOs and directors use chartered aircraft
for business purposes only. In these situations, we believe chartered aircraft allows us to make effective use of the executive�s time. After a review
of the chartered flight usage in 2008, we confirmed the use was for business purposes only. A spouse may accompany an NEO while he or she is
traveling on Company business. Although this occurs on a limited basis, the reimbursement of the spouse travel expense is included in taxable
compensation including a gross-up for the taxable fringe benefit.

(4) Pension/Retirement/401(k) Plans
We began transitioning to defined contribution/401(k) plans as the primary retirement income program for all non-represented employees hired on
or after January 1, 1996. Thus participation in our defined benefit pension plans has been limited to those hired prior to that date.

� RPSE (�Retirement Plan for Salaried Employees�). This is our tax-qualified defined benefit pension plan for salaried employees hired
prior to January 1, 1996.

� MRO (�Managerial Retirement Objective Plan�). The MRO is our unfunded non-qualified defined benefit pension plan designed
primarily to restore the benefits that executives, including our NEOs, would otherwise have received if the Internal Revenue Code
restrictions had not applied to the RPSE.

� RAP (�Retirement Accumulation Plan�). This is our tax-qualified defined contribution / 401(k) plan for salaried employees hired on or
after January 1, 1996.

� SRAP (�Supplemental Retirement Accumulation Plan�). This is our non-qualified deferred compensation plan designed primarily to
restore the contributions that participants would otherwise have received under the RAP, if the Internal Revenue Code restrictions had
not been in place.

� SERP (�Supplemental Executive Retirement Plan�). This is designed as a pension supplement to attract and retain key executives.
The SERP is unfunded and is not qualified for tax purposes.

Additional information on the pension / 401(k) plans are provided in the Pension Benefits, Non-Qualified Defined Contribution and Other
Non-Qualified Deferred Compensation sections.

� Retiree Medical Benefits. Non-represented employees, including our NEOs, hired on or after January 1, 1996, are not eligible for the
retiree medical benefits program.

Employment Contracts and Executive Severance Arrangements

We do not have employment contracts with our NEOs as employment with each of them is �at will.� However, like many
companies, to ensure stability and continuity of management, we provide those individuals with an Executive Severance
Agreement (�ESA�), which provides for severance benefits in the event of a specified termination such as an involuntary
termination and a termination in connection with a change in control. Please refer to the Potential Payments and Benefits upon
Termination or Change in Control below for more information on the subject.

Role of Executive Officers in Compensation Decisions

The Committee makes all compensation decisions for the NEOs, excluding the CEO and CFO which decisions are approved by the
independent members of the Board. The CEO makes recommendations to the Committee regarding the compensation for his
direct reports (which includes the other NEOs) based on a review of their performance, job responsibilities, and importance to our
business strategy. The CEO does not make recommendations to the Committee regarding his own compensation.
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Policy on Deductibility of Compensation

Section 162(m) of the Internal Revenue Code provides that a public company generally may not deduct the amount of
non-performance based compensation paid to certain executive officers that exceeds $1 million in any one calendar year.
However, this provision does not apply to performance-based compensation that satisfies certain legal requirements including
income from certain stock options and certain formula driven compensation. In general, the Committee has considered the effect of
the Internal Revenue Code limitation and under certain circumstances may decide to grant compensation that is outside of the
limits.
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Non-Qualified Deferred Compensation

The American Jobs Creation Act of 2004 changed the tax rules applicable to non-qualified deferred compensation arrangements.
We are complying in good faith with the statutory provisions, which generally became effective as of January 1, 2005, and the
applicable regulations. Please refer to the Non-Qualified Deferred Compensation table below for more information on the subject.

Accounting for Stock-Based Compensation

In November 2005, we began accounting for our equity based long-term incentive vehicles under the Plan in accordance with the
requirements of Statement of Financial Accounting Standards No. 123(R) (�SFAS 123(R)�).

Compensation Committee Report

The Committee reviewed and discussed the Compensation Discussion and Analysis required by item 402(b) of Regulation S-K with
management, and based upon this review and discussion, the Committee recommended to the Board that the Compensation
Discussion and Analysis be included in this proxy statement. The independent members of the Board reviewed and discussed the
compensation of the CEO and CFO.

The Compensation Committee The Independent Members of the

Board of Directors (non Compensation Committee members)
John D. Correnti, Chairperson Y. Marc Belton
Eugenio Clariond David D. Harrison
Michael N. Hammes Dennis D. Williams
James H. Keyes
Steven J. Klinger
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EXECUTIVE COMPENSATION TABLES

The table below summarizes the total compensation paid to or earned by each of our NEOs for the years ended October 31, 2008,
2007, and 2006:

Summary Compensation Table

Name and Principal            
Position        

Year   Salary
($)

  Bonus
($)

Stock    
Awards    
($)(1)

Option  
Awards  
($)(2)

Non-Equity  
Incentive Plan  
Compensation  

($)  

Change in  
Pension
Value  

& Non-Qualified  
Deferred  

Compensation  
Earnings ($)(3)

  All Other
  Compensation

  ($)(4)

Total ($)

Daniel C. Ustian 2008 $ 1,170,833 � $ 2,775,216 �$ 2,589,500 �$ 107,198 $ 6,642,747
Chairman, President & Chief
Executive Officer

2007 $ 1,125,000 � � � �$ 1,041,054 $ 67,801 $ 2,233,855

2006 $ 1,104,167 $ 130,587 (7) � �$ 1,419,413 $ 883,752 $ 66,081 $ 3,604,000

William A. Caton 2008 $ 650,533 � $ 622,243 $ 180,784 $ 800,000 �$ 159,059 (10) $ 2,412,619
Executive Vice President &
Chief Risk Officer(9)

2007 $ 628,200 $ 250,000 (5) $ 564,217 $ 180,786 �$ 299,332 $ 106,371 (8) $ 2,028,906

2006 $ 545,833 $ 998,051 (6) $ 485,453 $ 180,783 $ 95,949 $ 974,404 $ 133,960 $ 3,414,433

Terry M. Endsley 2008 $ 459,683 � $ 88,615 $ 43,859 $ 625,000 �$ 99,640 $ 1,316,797
Executive Vice President &
Chief Financial Officer
Deepak T. Kapur 2008 $ 640,000 � $ 44,186 $ 201,159 $ 900,000 �$ 103,649 $ 1,888,994
President, Truck Group 2007 $ 613,200 � �$ 499,405 �$ 407,922 $ 92,345 $ 1,612,872

2006 $ 580,000 $ 41,055 (7) $ 892,257 $ 864,306 $ 498,945 �$ 148,318 $ 3,024,881

Pamela J. Turbeville 2008 $ 427,000 � $ 626,858 $ 119,919 $ 444,000 $ 94,630 $ 362,561 $ 1,647,968
Senior Vice President & Chief
Executive Officer, Navistar
Financial Corporation

2007 $ 407,100 � �$ 328,621 �$ 274,768 $ 69,045 $ 1,079,534

2006 $ 390,000 $ 235(7) �$ 676,611 $ 290,765 $ 140,890 $ 106,043 $ 1,604,544

Steven K. Covey 2008 $ 495,000 � $ 626,858 �$ 640,000 $ 131,795 $ 36,916 $ 1,930,569
Senior Vice President, Chief
Ethics Officer & General
Counsel

(1) Reflects the amortized dollar amount recognized as expense for financial statement reporting purposes in accordance with SFAS 123(R) and
not the compensation realized by the NEOs. Includes amounts for the following RSUs that were granted to our NEOs on September 18, 2008:
Mr. Ustian � 45,600; Mr. Caton � 20,867; Mr. Endsley � 15,900; Mr. Kapur � 15,900; Ms. Turbeville � 10,300; and Mr. Covey 10,300. Under the
provisions of SFAS 123(R), September 11, 2008, was determined to be the grant date for calculation of expense for financial statement
reporting purposes (the closing price of our stock on September 11, 2008 was $60.86, in comparison, the closing price of our stock on
September 18, 2008, was $55.365). The compensation expense recognized by us for the RSUs is spread out over the service period (3 years)
and we do not adjust the expense based on actual gains or losses. We recognize the entire expense of an RSU award made to retirement
eligible employees on the date of grant because once an executive attains retirement eligibility there is no longer a substantial risk of forfeiture
of their RSUs. Of the named executive officers, Mr. Ustian, Ms. Turbeville and Mr. Covey are retirement eligible. Mr. Ustian became retirement

Edgar Filing: Navigator Holdings Ltd. - Form 6-K

Table of Contents 64



eligible in 2005, Ms. Turbeville became retirement eligible in August 2008 and Mr. Covey became retirement eligible in 2006. Because
Mr. Endsley will become retirement eligible within 3 years his RSU award is being expensed over 18 months rather than 3 years.

Also includes the amortized expense recognized for restricted stock and PSUs for 2006, 2007 and 2008. The PSUs represent shares of common
stock granted pursuant to our Executive Stock Ownership Program and is based on the attainment of certain stock ownership thresholds. Both the
restricted stock and PSUs vest over a 3 year period with 1/3 of the shares vesting on each of the first three anniversaries of the date of grant. The
PSUs convert into Common Stock upon termination of employment. We use the closing price of our stock on the date of grant to value the restricted
stock and PSUs and then spread the expense out over the vesting period (generally 3 years). The following PSU and restricted stock awards had
amounts expensed by us on our financial statements in 2006, 2007 and 2008. Mr. Caton received 8,449 PSUs on November 23, 2005; the closing
price of our stock on the date of grant was $27.98. Mr. Caton also received 52,919 shares of restricted stock in connection with his recruitment to
the Company on October 31, 2005; the closing price of our stock on the date of grant was $27.52. Mr. Kapur received 54,000 restricted shares in
connection with his recruitment to the Company and 5,879 PSUs, both awards were granted on September 2, 2003; the closing price of our stock
on the date of grant was $44.70.

(2) No stock options were granted in 2008. The values in this column reflect the dollar amount, without any reduction for risk of forfeiture,
recognized as expense, in accordance with the provisions of SFAS 123(R), for financial statement reporting purposes related to stock options
awarded to our executives in prior years. The compensation expense recognized by us for stock options is calculated using the fair value of our
common stock on the date of grant (we use the Black-Scholes option pricing model for this calculation) and then we amortize the expense over
the vesting period of the options (generally 3 years) and we do not adjust the expense based on actual gains or losses. We recognize the entire
expense of a stock
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option grant made to retirement eligible employees on the date of grant because once an executive attains retirement eligibility there is no
longer a substantial risk of forfeiture of their options. As mentioned in footnote 1 above, Mr. Ustian became retirement eligible in 2005,
Ms. Turbeville became retirement eligible in August 2008 and Mr. Covey became retirement eligible in 2006. The table below includes the
assumptions used to calculate the compensation expense in 2006, 2007 and 2008 on a grant-date by grant-date basis.

Grant
Date Exercise Price      Volatility     

Expected Life      

(Years)      

Risk-Free   
Interest Rate   

(%)   
Dividend Yield   

(%)   

Grant Date Fair  

Value of 1 Option  
10/31/2005 $ 27.400 41.08% 4.8 4.25% 0% $ 11.37
10/18/2005 $ 26.150 41.10% 4.8 4.15% 0% $ 10.81
09/16/2005 $ 34.130 45.44% 4.8 3.82% 0% $ 14.97
08/15/2005 $ 33.365 45.38% 4.8 3.97% 0% $ 14.69
03/15/2005 $ 42.490 47.24% 4.8 4.18% 0% $ 19.39
12/14/2004 $ 40.915 48.03% 4.8 3.47% 0% $ 18.47

(3) This amount represents the change in the actuarial present value of the RPSE and MRO for Messrs. Ustian, Endsley and Covey and the
change in actuarial present value of the SERP and certain interest on the SRAP for Messrs. Caton and Kapur and Ms. Turbeville.

(4) Because of the Regulation BTR Blackout described above, Mr. Ustian had 2,217 non-qualified stock options with an exercise price of $36.72
expire on December 17, 2007. Mr. Endsley had 2,237 non-qualified stock options with an exercise price of $23.3125 expire on December 16,
2007. Ms. Turbeville had 6,537 non-qualified stock options with an exercise price of $28.875 expire on June 10, 2008. Includes one-time cash
settlement of expired stock options. The cash settlements are as follows: $33,211 for Mr. Ustian, $66,411 for Mr. Endsley, and $289,099 for
Ms. Turbeville, Also includes such items as Flexible Perquisites cash allowances, company-paid life insurance premiums, company
contributions to the Retirement Accumulation Plan and the SRAP, and the company-provided excess personal liability premiums (this program
was discontinued on December 31, 2006). The annual flexible perquisite payments are as follows: $46,000 for Mr. Ustian, $37,000 for each of
Messrs. Caton and Kapur, and $28,000 for Messrs. Endsley and Covey and Ms. Turbeville. The company-paid life insurance premiums are as
follows: $22,777 for Mr. Ustian, $11,554 for Mr. Caton, $5,229 for Mr. Endsley, $15,982 for Mr. Kapur, $8,513 for Ms. Turbeville and $8,916 for
Mr. Covey. Our contribution to the Retirement Accumulation Plan was $23,558 for Mr. Caton $25,146 for Mr. Kapur, and $24,897 for
Ms. Turbeville. Our contribution for the Supplemental Retirement Accumulation Plan was $26,208 for Mr. Caton, $25,523 for Mr. Kapur, and
$12,052 for Ms. Turbeville.

(5) Represents a guaranteed payment in connection with Mr. Caton�s recruitment to the Company in 2005. Mr. Caton�s date of hire was
October 31, 2005.

(6) $600,000 represents the second of two sign-on bonus installments in connection with Mr. Caton�s recruitment to the Company in 2005.
$397,500 represents the guaranteed portion of the 2006 AI award and $551 represents a discretionary payment determined by the Committee
and made at the same time as 2006 AI.

(7) Represents a discretionary payment determined by the Committee and made at the same time as 2006 AI.

(8) Includes $10,000 for country club dues reimbursement and $4,174 for the tax gross-up on this reimbursement in connection with Mr. Caton�s
promotion to CFO.

(9) Mr. Caton was formerly the Chief Financial Officer of the Company until June 2008.

(10) Includes $42,851.81 for country club dues reimbursement and $17,887.82 for the tax gross-up on this reimbursement in connection with
Mr. Caton�s promotion to CFO.
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Grants of Plan-Based Awards Table - 2008

The following table complements the disclosure set forth in columns captioned Stock Awards and Option Awards of the Summary
Compensation Table above. All Stock Awards and Option Awards were granted under the Plan.

Grant Date(1)
Approval
Date(1)

        Estimated Future Payouts Under        
    Non-Equity Incentive Plan Awards(2)

All Other
Stock

Awards:
Number of

Shares of
Stock or
Units

All Other
Option
Awards:
Number of
Securities
Underlying
Options (#)

Market
Price
on

Grant

Date
($/Sh)(3)

Grant Date

Fair Value
of Stock
Awards
($)(4)Name Threshold ($) Target ($) Maximum ($)

Daniel C. Ustian 9/18/2008 4/15/08 $ 324,500 $ 1,298,000 $ 2,596,000 45,600 �$ 60.86 $ 2,775,216
William A. Caton 9/18/2008 4/15/08 $ 155,563 $ 622,250 $ 1,244,500 20,867 �$ 60.86 $ 1,269,966
Terry M. Endsley 9/18/2008 4/15/08 $ 105,000 $ 420,000 $ 1,064,000 15,900 �$ 60.86 $ 967,674
Deepak T. Kapur 9/18/2008 4/15/08 $ 120,000 $ 480,000 $ 960,000 15,900 �$ 60.86 $ 967,674
Pamela J. Turbeville 9/18/2008 4/15/08 $ 69,388 $ 277,550 $ 555,100 10,300 �$ 60.86 $ 626,858
Steven K. Covey 9/18/2008 4/15/08 $ 80,438 $ 321,750 $ 643,500 10,300 �$ 60.86 $ 626,858

(1) On April 15, 2008, upon recommendation of the Committee, the Board approved the award of long-term incentive grants for executive
management in the form of RSUs. The RSUs were to be granted one week after we were no longer subject to the blackout trading rules of
Regulation BTR of the SEC. The BTR blackout period ended on September 11, 2008, and the RSUs were granted on September 18, 2008.

(2) These amounts represent compensation opportunity for 2008 under the AI Plan. For additional information regarding such awards, see
Compensation Discussion and Analysis � Annual Incentives above.

(3) The RSUs were awarded on September 18, 2008, and the closing price of our stock on the date of grant was $55.365, however, under SFAS
123(R), September 11, 2008, was deemed to be the date the RSUs were awarded for determining the expense we would recognize on our
financial statements. The closing price of our stock on September 11, 2008 was $60.86.

(4) The grant date fair value is generally the amount that we will expense in our financial statements over the award�s service period, but does not
include a reduction for forfeitures.

Outstanding Equity Awards at 2008 Fiscal Year-End

The following table provides information on the holdings of stock options and stock awards by our NEOs as of the end of 2008. The
table includes unexercised and unvested stock option awards; unvested PSUs and unvested RSUs. The vesting information for
each grant is provided in the footnotes to this table, based on the option or stock award grant date. The market value of the stock
awards is based on the closing price of our common stock as of October 31, 2008, which was $30.12. For additional information
about the stock option awards and stock awards, see the description of long-term incentive compensation in the Compensation
Discussion and Analysis above.

Option Awards Stock Awards
Name Number of Securities

Underlying Unexercised
Options (#)(1)

Grant Date Option
Exercise
Price ($)

Option
Expiration

Date

Number of
Shares or
Units of
Stock

Held that
Have Not
Vested (#)

(2) (3)

Market
Value of
Shares or
Units of
Stock

Held that
Have Not

Exercisable Unexercisable
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Vested ($)
Daniel C. Ustian 2,474 �  12/14/1999 $ 40.4063 12/14/2009 �  �  

41,626 �  12/14/1999 40.4063 12/15/2009 �  �  
8,680 �  10/03/2000 36.7200 12/16/2008 �  �  
4,713 �  12/12/2000 21.2200 12/12/2010 �  �  
32,953 �  12/12/2000 21.2200 12/13/2010 �  �  
61,983 �  12/11/2001 38.2000 12/12/2011 �  �  
2,617 �  12/11/2001 38.2000 12/11/2011 �  �  
7,204 �  4/16/2002 44.1500 04/17/2012 �  �  
2,873 �  12/10/2002 26.3850 12/10/2012 �  �  
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Option Awards Stock Awards
Number of Securities

Underlying Unexercised
Options (#) (1)

Grant Date

Option
Exercise
Price ($)

Option
Expiration

Date

Number of
Shares or
Units of
Stock

Held that
Have Not
Vested (#)

(2) (3)

Market
Value of
Shares or
Units of
Stock

Held that
Have Not
Vested ($)Name Exercisable Unexercisable

106,027 �  12/10/2002 26.3850 12/11/2012 �  �  
58,100 �  02/19/2003 23.9650 02/20/2013 �  �  
133,905 �  12/09/2003 42.8850 12/10/2013 �  �  
2,895 �  12/09/2003 42.8850 12/09/2013 �  �  

136,800 �  12/14/2004 40.9150 12/14/2014 �  �  
136,800 �  10/18/2005 26.1500 10/18/2015 �  �  

44,938 1,353,533
Total: 739,650 �  44,938 1,353,533
William A. Caton 47,700 �  10/31/2005 27.4000 10/31/2015 �  �  

23,684 713,362
Total: 47,700 23,684 713,362
Terry M. Endsley 2,508 �  12/15/1998 25.8750 12/15/2008 �  �  

4,106 �  12/14/1999 40.4063 12/14/2009 �  �  
3,094 �  12/14/1999 40.4063 12/15/2009 �  �  
2,953 �  12/12/2000 21.2200 12/12/2010 �  �  
2,147 �  12/12/2000 21.2200 12/13/2010 �  �  
3,702 �  12/11/2001 38.2000 12/11/2011 �  �  
3,498 �  12/11/2001 38.2000 12/12/2011 �  �  
2,465 �  12/10/2002 26.3850 12/10/2012 �  �  
6,735 12/10/2002 26.3850 12/11/2012 �  
5,733 �  02/28/2003 24.0200 03/01/2013 �  �  
7,060 �  12/09/2003 42.8850 12/10/2013 �  �  
3,340 �  12/09/2003 42.8850 10/09/2013 �  �  
10,400 �  12/14/2004 40.9150 12/14/2014 �  �  
10,400 �  10/18/2005 26.1500 10/18/2015 �  �  

15,900 478,908
Total: 68,141 15,900 478,908
Deepak T. Kapur 12,233 �  09/02/2003 44.6600 09/03/2013 �  �  

6,993 �  12/09/2003 42.8850 12/09/2013 �  �  
40,707 12/09/2003 12.8850 12/10/2013 �  �  
47,700 �  12/14/2004 40.9150 12/14/2014 �  �  
47,700 �  10/18/2005 26.1500 10/18/2015 �  �  

15,900 478,908
Total: 155,333 15,900 478,908
Pamela J. Turbeville 7,727 �  12/15/1998 25.8750 12/15/2008 �  �  

2,474 �  12/14/1999 40.4063 12/14/2009 �  �  
2,760 �  12/14/1999 40.4063 12/15/2009 �  �  
4,714 �  12/12/2000 21.2200 12/12/2010 �  �  
20,195 �  12/12/2000 21.2200 12/13/2010 �  �  
2,617 �  12/11/2001 38.2000 12/11/2011 �  �  
38,583 �  12/11/2001 38.2000 12/12/2011 �  �  
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Option Awards Stock Awards
Number of Securities

Underlying Unexercised
Options (#) (1)

Grant Date

Option
Exercise
Price ($)

Option
Expiration

Date

Number of
Shares or
Units of
Stock

Held that
Have Not
Vested (#)

(2) (3)

Market
Value of
Shares or
Units of
Stock

Held that
Have Not
Vested ($)Name Exercisable Unexercisable

2,873 �  12/10/2002 26.3850 12/10/2012 �  �  
48,627 �  12/10/2002 26.3850 12/11/2012 �  �  
2,895 �  12/09/2003 42.8850 12/09/2013 �  �  
28,005 �  12/09/2003 42.8850 12/10/2013 �  �  
30,900 �  12/14/2004 40.9150 12/14/2014 �  �  
19,274 �  03/15/2005 42.4900 12/15/2009 �  �  
11,009 �  09/16/2005 34.1300 12/16/2008 �  �  
10,331 �  09/16/2005 34.1300 12/13/2010 �  �  
30,900 �  10/18/2005 26.1500 10/18/2015 �  �  

10,150 305,718
Total: 263,884 10,150 305,718
Steven K. Covey 2,900 �  12/14/1999 40.4063 12/14/2009 �  �  

1,000 �  12/14/1999 40.4063 12/15/2009 �  �  
3,202 �  12/11/2001 38.2000 12/11/2011 �  �  

98 �  12/11/2001 38.2000 12/12/2011 �  �  
2,982 �  12/10/2002 26.3850 12/10/2012 �  �  
918 �  12/10/2002 26.3850 12/11/2012 �  �  
282 �  12/09/2003 42.8850 12/10/2013 �  �  

2,218 �  12/09/2003 42.8850 12/09/2013 �  �  
30,900 �  12/14/2004 40.9150 12/14/2014 �  �  
30,900 �  10/18/2005 26.1500 10/18/2015 �  �  

10,150 305,718
Total: 75,400 10,150 305,718

(1) All options, other than restoration options, become exercisable under the following schedule: one-third on each of the first three anniversaries
of the date of grant. In the event an optionee exercises a non-qualified option with already-owned shares, he or she may be eligible to receive
restoration options, if at the time of exercise an election was made to restore the exercised options. Restoration options contain the same
expiration dates and other terms as the options they replace except that they have an exercise price per share equal to the fair market value of
the common stock on the date the restoration option is granted and become exercisable in full six months after they are granted or, if sooner,
one month before the end of the remaining term of the options they replace.

(2) All of the RSUs become exercisable under the following schedule: 25% on each of the first two anniversaries of the date of grant and 50% on
the third anniversary of the date of grant. The PSUs become exercisable under the following schedule: one-third on each of the first three
anniversaries of the date of grant.
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(3) The vesting dates of outstanding unvested RSUs and unvested PSUs at October 31, 2008 are as follows:

Name Type of  
Award  

Grant Date  Number of  
Unexercised  
or Unvested  

Shares  
Remaining  
from Original  

Grant  

Number of  
Shares  

Vesting and  
Vesting  

Date in 2008  

Number of Shares  
Vesting and  

Vesting Date in  
2009  

Number of Shares  
Vesting and  

Vesting Date in  
2010  

Number of 
Shares Vesting 
and Vesting 
Date in 2011 

Daniel C. Ustian RSUs 9/18/2008 44,938 10,738 on
09/18/2009

11,400 on
09/18/2010

22,800 on
09/18/2011

William A. Caton RSUs 9/18/2008 20,867 5,216 on
09/18/2009

5,217 on
09/18/2010

10,434 on
09/18/2011

PSUs 11/23/2005 2,817 2,817 on
11/23/2008

Terry M. Endsley RSUs 9/18/2008 15,900 3,975 on
09/18/2009

3,975 on
09/18/2010

7,950 on
09/18/2011

Deepak T. Kapur RSUs 9/18/2008 15,900 3,975 on
09/18/2009

3,975 on
09/18/2010

7,950 on
09/18/2011

Pamela J. Turbeville RSUs 9/18/2008 10,150 2,425 on
09/18/2009

2,575 on
09/18/2010

5,150 on
09/18/2011

Steven K. Covey RSUs 9/18/2008 10,150 2,425 on
09/18/2009

2,575 on
09/18/2010

5,150 on
09/18/2011

Option Exercises and Stock Vested Table � 2008

The following table provides information for our NEOs on stock option exercises during 2008, including the number of shares
acquired upon exercise and the value realized and the number of shares acquired upon the vesting of restricted stock and premium
share units and the value realized by the executive before payment of any applicable withholding tax and broker commissions
based on the fair market value (or market price) of our stock on the date of exercise or vesting, as applicable.

Option Awards Stock Awards

Name

Number of
Shares
Acquired

on
Exercise (#)

Value
Realized
Upon

Exercise ($)

Number of
Shares

Acquired on
Vesting
(#)(1)

Value
Realized
Upon

Vesting ($)
Daniel C. Ustian � � 662 36,652
William A. Caton (2) � � 20,456 663,668
Terry M. Endsley � � � �
Deepak T. Kapur � � � �
Pamela J. Turbeville � � 150 8,305
Steven K. Covey 4,000 8,480 150 8,305

(1) Amounts in this column include RSUs that were surrendered to the Company by Mr. Ustian, Ms. Turbeville and Mr. Covey in satisfaction of
employment tax withholdings due upon receipt of RSUs that were awarded to each of them on September 18, 2008. The employment tax
withholdings were a result of Mr. Ustian, Ms. Turbeville and Mr. Covey having attained retirement eligibility status under the stock plan from
which the RSUs were granted. The market price of our stock on the date the shares were surrendered was $55.365.

(2) Upon the vesting of restricted stock on October 31, 2008, Mr. Caton acquired 17,640 shares with a market price of $30.12. Upon the vesting of
premium share units on November 23, 2007, Mr. Caton acquired 2,816 shares with a market price of $47.00. The premium share units will be
delivered to Mr. Caton in the form of common stock within 10 days after he terminates employment with the Company.
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Pension Benefits�2008

The amounts reported in the table below equal the present value of the accumulated benefit at October 31, 2008, for the NEOs
under each plan based on the assumptions described below the table:

Pension Benefits Table

Named Executive Officers Plan                                

Number of
Years of
Credited
Service (#)

Present Value
of Accumulated
Benefits ($)

Daniel C. Ustian   RPSE 35.7 $ 518,673
  MRO 35.7 4,334,925
  SERP 35.7 �

William C. Caton   SERP 3.0 1,159,306
Deepak T. Kapur   SERP 5.4 1,008,460
Terry M. Endsley   RPSE 31.7 525,107

  MRO 31.7 314,921
  SERP 31.7 �

Pamela J. Turbeville   SERP 10.6 1,041,175
Steven K. Covey   RPSE 27.5 626,678

  MRO 27.5 701,877
  SERP 27.5 �

Unless otherwise noted, all present values reflect benefits payable at the earliest retirement date when the pension benefits are
unreduced. Also unless otherwise noted, form of payment, discount rate (8.40%) and mortality (RP-2000 Combined Mortality Table
projected at 50% of scale AA) is based on SFAS 87 assumptions. Additionally, SERP benefits have only been offset by benefits
under Navistar sponsored retirement programs.   At actual retirement these benefits will also be offset by benefits accumulated
under programs for employment prior to Navistar, Inc.

Historically, we have provided our employees with retirement income programs since 1908. Over the years the programs have
changed for various reasons. Effective January 1, 1996, we began transitioning from defined benefit retirement income programs to
defined contribution retirement income programs as the primary vehicle to deliver those benefits. Employees hired before that date
participate in defined benefit pension plans and those hired on or after that date participate in defined contribution plans. We also
provide non-tax qualified benefit restoration programs that provide benefits or contributions that are in addition to those provided
under our tax-qualified programs. The following briefly describes the various programs.

� International Truck and Engine Corporation Retirement Plan for Salaried Employees (�RPSE�). The RPSE is a funded
and tax qualified defined benefit retirement program. The plan provides benefits primarily based on a formula that takes
into account the employee�s years of service, final average earnings and a percentage of final average earnings per
year of service (accrual rates). The table below summarizes the benefit accrual rates under the RPSE.

RPSE Benefit as Percent of Final Average Pay

Prior to 1989        After 1988        Maximum        
Rate of Benefit Accrual
per Year of Service

2.4%        1.7%        60%        
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The eligible earnings are averaged over the highest 60 consecutive months within the final 120 consecutive months prior to
retirement. Eligible earnings include base compensation and specifically exclude AI Plan compensation.

   Page 40

Edgar Filing: Navigator Holdings Ltd. - Form 6-K

Table of Contents 74



Table of Contents

Thus any increase in AI payments will not increase benefits under the RPSE. Such compensation may not exceed an
IRS-prescribed statutory limit applicable to tax-qualified plans ($230,000 for 2008).

The resulting benefit which may commence at age 62, is offset by a percentage of estimated or actual Social Security benefits. The
percentage offset is equal to 1.7% for each year of service with a maximum offset equal to 60% of Social Security benefits.

The RPSE is available only to employees who were hired prior to January 1, 1996 and thus is closed to new participants.
Additionally, effective January 1, 2005, service has been limited to the service accrued as of December 31, 2004, for the
employees who were hired prior to January 1, 2005 and were under age 45 as of January 1, 2005.

Benefits under the RPSE are subject to the limitations imposed under Section 415 of the Internal Revenue Code. The Section 415
limit for 2008 is $185,000 per year for a single life annuity payable at an Internal Revenue Servce-prescribed retirement age. This
ceiling may be actuarially adjusted in accordance with IRS rules for items such as employee contributions, other forms of
distributions and different starting dates.

Of the NEOs, Messrs. Ustian, Endsley and Covey participate in the RPSE.

� Navistar, Inc. Managerial Retirement Objective Plan (�MRO�). We offer the MRO to approximately 300 eligible managers and
executives. The MRO provides for retirement benefits that are either not covered by or that are above those provided under
our tax-qualified pension plan (�RPSE�). The MRO is unfunded and is not qualified for tax purposes.

Benefits payable under the MRO are equal to the excess of (i) the amount that would be payable in accordance with the terms of
the RPSE, disregarding the limitations imposed under the Internal Revenue Code over (ii) the retirement benefit actually payable
under the RPSE, taking such Internal Revenue Code limitations into account. Benefits under the MRO are generally payable at the
same time and in the same manner as the RPSE, other than if a delay is required under Internal Revenue Code Section 409A.

A fraction of AI Plan payments are included in the definition of eligible compensation and the amount included is also subject to a
cap determined as a percentage of the executive�s annualized base salary. The fraction and the cap depend on the executive�s
organizational level in the Company.

An executive must have been hired by us prior to January 1, 1996 to be eligible to participate in the MRO. Executives who were
under age 45 as of December 31, 2004 no longer participate in the MRO. Instead, they now participate in the SRAP, which is
described below.

Of the NEOs, Messrs. Ustian, Endsley and Covey participate in the MRO.

� Navistar, Inc. Supplemental Executive Retirement Plan (�SERP�). The SERP is designed as a pension supplement to attract
and retain key executives. A study of consistency of our nonqualified retirement income programs revealed an internal equity
issue existed. Therefore, to improve our ability to retain executives, eligibility was expanded, effective July 31, 2008, to include
not only executives who upon their date of hire meet a certain job classification, but also those executives who are internally
promoted into these positions as well.

The SERP is unfunded and is not qualified for tax purposes. An eligible executive�s benefit under the SERP is equal to a
percentage of his or her final average compensation. The final average compensation is computed similarly to that in the MRO
plan. The following table summarizes the determination of the total percentage of final average compensation, which is the sum of
the accrual rates described below.

        Up to        
        Age 55        

        On or After        
        Age 55        

Each Year of Age 1/2% 1%
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Each Year of Service 1/2% 1%
In no event shall the total percentage be greater than 50%.
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That resulting benefit is offset by 50% of the executive�s Social Security benefit, and any defined benefit pension plan (qualified or
non-qualified) of the Company or any prior employer. The benefit is also offset by the actuarial equivalent of any of our defined
contribution pension plans (qualified or non-qualified) or that of any prior employer that is funded by the employer�s contributions
and is an integral part of the employer�s retirement program. Normal retirement age is 65 and the program allows for an earlier
commencement of payments.

All of the NEOs are eligible to participate in the SERP. However, because the 50% of final average earnings limit is lower than the
target benefit provided under the MRO, generally no MRO participant will receive a benefit from the SERP.

� Other Retirement Income Programs. Any employee not represented by a labor union and who was hired on or after
January 1, 1996 will not participate in any defined benefit pension plan sponsored by us. His or her primary retirement income
is derived from age-weighted employer contributions into a 401(k) plan account, such as the International Truck and Engine
Corporation Retirement Accumulation Plan (�RAP�). Additionally, for those individuals whose employer contributions would
be limited by the Internal Revenue Code, the Supplemental Retirement Accumulation Plan (�SRAP�) provides for
contributions in excess of the Internal Revenue Code limitations. This plan is described in more detail within Non-Qualified
Deferred Compensation section of this proxy statement.

Of the NEOs, Messrs. Caton and Kapur, and Ms. Turbeville participate in the RAP and the SRAP.

No pension benefits were paid to any of the NEOs in 2008. We do not have a policy for granting extra pension service.

The non-qualified plans were amended to reflect the Company name change to Navistar, Inc. effective July 31, 2008. The
tax-qualified plans will be amended to change the name at the end of the 2008 calendar year.

Non-Qualified Deferred Compensation Plans

The table below provides information on the non-qualified deferred compensation that our NEOs participated in during the fiscal
year ending October 31, 2008.

Non-Qualified Deferred Compensation Table

Named Executive Officers(1)

Executive
Contributions in Last

Fiscal Year

Company
Contributions in Last

Fiscal Year(1)

Aggregate
Earnings

In Last Fiscal
Year(2)

Aggregate
Balance
As of
Last

Fiscal Year
End(3)

Daniel C. Ustian N/A � � $ 906,943
William A. Caton N/A $ 26,208 � $ 307,724
Terry M. Endsley N/A � � $ 69,969
Deepak T. Kapur N/A $ 25,523 � $ 346,743
Pamela J. Turbeville N/A $ 12,052 � $ 289,879
Steven K. Covey N/A � � $ 72,318

(1) Our contributions represent the sum of any notional contribution credits to the SRAP during the year and the value, based on our common
stock share price at year end, of the PSUs granted during that fiscal year.

(2) �Aggregate Earnings� represent the notional interest credited during the year for participants in the SRAP, if applicable, plus the
change in value from the beginning of the year to the end of the year in the PSUs and/or DSUs held by each NEO. For the SRAP,
�Aggregate Earnings in Last Fiscal Year� is the interest credited to each NEO from the beginning of the fiscal year until the end of the
fiscal year at a 7.5% interest crediting rate. �Aggregate Earnings in Last Fiscal Year� for purposes of the PSU is the aggregate change
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in value of the PSUs held during the year. For fiscal year 2008, aggregate earnings were negative because of the change in the share
price during the year. The respective decreases in value are: Mr. Ustian ($990,050), Mr. Caton ($274,399), Mr. Endsley ($76,380),
Mr. Kapur ($181,767), Ms. Turbeville ($113,967) and Mr. Covey ($78,945).

(3) The �Aggregate Balance as of Last Fiscal Year End� consists of the sum of each NEO�s notional account balance in the SRAP at the end of
the year and the value at year end of the outstanding PSUs and/or DSUs.

We sponsor the following non-qualified deferred compensation programs.

� Navistar, Inc. Supplemental Retirement Accumulation Plan (�SRAP�). The SRAP provides executives, including our NEOs,
with contributions equal to the amount by which their annual company age-weighted contributions to the RAP are limited
under our tax qualified defined contribution plans because of Internal Revenue Code limitations. The SRAP is unfunded and is
not qualified for tax purposes.
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A bookkeeping account balance is established for each participant. The account balance is credited with notional contributions and
notional interest. The SRAP does not permit any executives to electively defer any of their base compensation or bonuses. Any
increase in AI payments will increase contributions to the SRAP.

The interest crediting rate is 7.5% per annum compounded on a daily basis. This is the rate used to design the SRAP as a
comparable replacement for the MRO. The interest crediting rate constitutes an �above-market interest rate� under the Internal
Revenue Code.

Effective January 1, 2005, executives who were hired prior to January 1, 1996 and were under age 45 on December 31, 2004
ceased participation in the MRO and now participate in the SRAP. These individuals receive an adjustment to their notional
contributions. The adjustment is a �Points Multiplier� designed to provide them with value from the SRAP comparable to what they
would have received had they continued to participate in the MRO until they reached age 62.

At retirement, each participant may elect to receive the bookkeeping account balance by either or some combination of (1) a
lump-sum payment or (2) annual installments over a period of 2 to 20 years. The NEOs cannot withdraw any amounts from their
bookkeeping account balances until they either retire or otherwise terminate employment with us. No withdrawals or distributions
were made in 2008.

Of the NEOs, Messrs. Caton and Kapur and Ms. Turbeville participate in the SRAP.

� Premium Share Units (�PSU�). In general, our Executive Stock Ownership Program requires all of our executives, including
our NEOs to acquire, by direct purchase or through salary or annual bonus reduction, an ownership interest in Navistar by
acquiring a designated amount of our common stock at specified timelines. Participants are required to hold such stock for the
entire period in which they are employed by us. PSUs may be awarded under the 2004 PIP to participants who complete their
ownership requirement on an accelerated basis. PSUs vest in equal installments on each of the first three anniversaries of the
date on which they are awarded. Each vested PSU will be settled by delivery of one share of common stock. Such settlement
will occur within 10 days after a participant�s termination of employment or at such later date as required by Internal Revenue
Code Section Rule 409A.

All of the NEOs participate in the Executive Stock Ownership Program and are eligible to acquire PSUs.

� Deferred Share Units (�DSU�). Under the Restoration Stock Option Program, participants generally may exercise vested
options by presenting shares that have a total market value equal to the applicable option exercise price times the number of
options. Restoration options are then granted with an exercise price equal to the then current fair market price in an amount
equal to the number of shares held by the option holder for at least six months that were presented to exercise the original
option, plus the number of shares that are withheld for the required tax liability. Participants who hold non-qualified stock
options that were vested prior to December 31, 2004 may also defer the receipt of shares of our common stock that would
have been acquired upon exercise of a restoration stock option exercise of these options. Participants who elect to defer
receipt of these shares receive DSUs. DSUs are awarded under the Plan. DSUs are credited into the participant�s account at
the then current market price. The DSUs are generally distributed to the participant in the form of our common stock at the
date specified by the participant at the time of his or her election to defer. During the deferral period, the participants will have
no right to vote the stock, to receive any dividend declared on the stock, and no other right as a shareholder. In December
2008, we eliminated the Restoration Stock Option Program for future restorations under the Plan.

Potential Payments Upon Termination or Change-in-Control

The amount of compensation payable to each of the NEOs upon voluntary termination, involuntary terminations for or not for
cause, involuntary termination in the event of a change in control, death, disability or retirement are shown in the tables below. The
amounts shown assume that such termination was effective October 31, 2008, and are estimates of the amounts which would be
paid out to the executives upon their termination. The actual amounts of payments and benefits can only be determined at the time
the relevant termination event occurs.

To assure stability and continuity of management, we entered into Executive Severance Agreements (�ESA�) with each of our
NEOs. The ESAs provide that if the executive officer�s employment is terminated by us for any reason other than for cause, as
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defined in the ESA, the officer will receive a lump sum payment (the �Severance Payment�) varying in amounts from 150% of the
sum of his or her annual base salary plus annual target bonus plus a pro rata portion of the annual
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target bonus (for Ms. Turbeville and Mr. Covey) to 200% of the sum of his annual base salary plus annual target bonus plus a pro
rata portion of the annual target bonus (for Messrs. Ustian, Caton, Endsley and Kapur) in addition to other benefits described
below.

Effective December 31, 2007, we amended our ESAs based upon industry best practice and compliance with Internal Revenue
Code Section 409A. Terminologies such as separation of service, good reason termination, and constructive termination have been
updated to comply with Section 409A including safe harbor language. We have also included non-disparagement, non-solicitation
and cooperation, and non-compete language. In general �change in control� under the revised ESA is deemed to have occurred if
(a) any �person� or �group� is or becomes the �beneficial owner� representing 25% or more of the voting power of the then
outstanding securities, (b) certain individuals (as defined) cease to constitute  3/4 of the number of directors then serving on the
Board, (c) any complete dissolution or liquidation of the Company (as defined), and (d) as a result of a defined change in control
transaction, the members of the Board cease to constitute the majority of the Board. The Change in Control Payment is calculated
as the sum of the pro rata portion of the executive officer�s annual target bonus plus three times the executive officer�s current
annual base salary plus annual target bonus. We have maintained the automatic renewal feature of the ESA, except that the Board
now has the ability to decide to not renew it one month prior to the renewal date, whereas previously, the Board had to determine
this six months prior.

Summary of the Circumstances, Rights and Obligations Attendant to Each Type of Termination

� Voluntary and Involuntary (For Cause) Termination: A NEO may terminate his or her employment at any time and we may
terminate a NEO at any time pursuant to the �at will� employment arrangement. We are not obligated to provide the
executive with any additional or special compensation or benefits upon a voluntary termination by the executive or involuntary
(for cause) termination by us. All compensation, bonuses, benefits, and perquisites cease upon a voluntary termination by the
executive or involuntary (for cause) termination by us. In general, in the event of either such termination, a NEO would:

� Be paid the value of unused vacation;
� Not be eligible for an annual incentive payment if the termination occurred prior to year end or if the termination occurred

after year end and prior to the payment date;
� Be able to exercise vested stock options for three months following a voluntary termination;
� Forfeit any unvested stock options; and
� Forfeit any unvested restricted stock and RSUs.

As defined in the ESA, �cause� means the reason for the executive�s termination was for (i) willful misconduct involving an
offense of a serious nature that is demonstrably and materially injurious to the company, (ii) conviction of, or entry of a plea of guilty
or nolo contendere to, a felony as defined by the United States of America or by the laws of the State or other jurisdiction in which
the executive is so convicted, or (iii) continued intentional failure to substantially perform required duties after written demand to so
perform.

The NEOs would not receive any cash severance in the event of either a voluntary or involuntary (for cause) termination of
employment.

� Retirement and Early Retirement: If a NEO terminates employment due to retirement, then the officer would generally be
eligible to receive:

� The value of unused vacation;

� Monthly income from any defined benefit pension plans, both tax-qualified and non-tax qualified, that the executive
participated in solely to the extent provided under the terms of such plans; and

Edgar Filing: Navigator Holdings Ltd. - Form 6-K

Table of Contents 81



� Lump sum distributions from any defined contribution plans, both tax-qualified and non-tax qualified, that the executive
participated in solely to the extent provided under the terms of such plans.

Retirement and early retirement are defined in the respective plans in which the executive participate. In addition, if an executive
meets the �qualified retirement� definition under the Plan and holds outstanding stock options, he or she may exercise those stock
options to the extent that those stock options are exercisable or become exercisable in accordance with their terms, at any time
during the term of the option grant. If he or she holds restricted stock or RSUs, they will continue to vest according to the terms of
the restricted stock grant. If he or she holds PSUs, vesting accelerates and the shares are issued after retirement.
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� Involuntary Not-For-Cause Termination or Good Reason Termination: If the employment of a NEO is terminated due to either
an involuntary, not-for-cause termination by us or a good reason (as defined below) termination by the executive, then the
officer would generally be eligible to receive:

� The Severance Payment;
� Twelve months of continued health insurance and life insurance;
� Outplacement counseling;
� The value of unused vacation;
� The right to exercise vested stock options for three months; and
� Upon meeting certain conditions, an executive participating in a defined benefit pension plan, both tax-qualified or

non-tax-qualified, will continue to grow into eligibility to retire early under each plan�s early retirement provisions for
active employees but solely to the extent provided under the terms of such plans.

In addition, the officer would forfeit any unvested stock options and any unvested restricted stock, RSUs or PSUs.

As defined by the ESA, �good reason� means the executive�s termination of his or her employment if we: (i) reduce the
executive�s base salary by 10% or more or (ii) take action which is a material diminution in the executive�s authority.

� Termination Related to a Change in Control: If the employment of a NEO is involuntarily terminated for any reason other than
for cause or if a Constructive Termination (as described below) occurs in connection with a change in control, the executive
officer would generally be eligible to receive:

� The Change in Control Payment;
� Thirty-six months of continued health insurance and life insurance coverage;
� Outplacement counseling;
� Reimbursement of any excise tax imposed by Section 4999 of the Internal Revenue Code and any taxes on the

reimbursement, generally referred to as an Internal Revenue Code Section 280G gross-up;
� The value of unused vacation;
� Acceleration of the exercisability of options that would otherwise have vested over a period of three years from the date

of the change in control had the executive continued employment for that period; and
� The value of any non-tax-qualified pension plan that the executive participates in payable in a single lump sum payment.

The value is determined by assuming the executive has three additional years of service and is three years older at the
time of the change in control. This single sum payment is in addition to the right to accrued benefits under the
non-tax-qualified plan. (See below for more detail).

As defined in the ESA, �Constructive Termination� means the occurrence of any of the following events or conditions: (i) a material
diminution in the executive�s authority, duties or responsibilities, (ii) the executive�s base salary is reduced by 10% or more, (iii) a
material breach of this agreement, and (iv) the executive is required to be based more than 45 miles from the location of either the
executive�s office or Company headquarter office.

� Disability and Death: If a NEO is disabled and is prevented from working for pay or profit in any job or occupation, he or she
may be eligible for our �Non-Represented Employee Disability Benefit Program� which provides for short-term and long-term
disability (�LTD�) benefits. Our NEOs are not covered under a separate program. While covered under an LTD, a NEO is
eligible for 60 percent of his or her base salary reduced (or offset) by other sources of income, such as social security
disability. In the event of a total and permanent disability as defined by this program, a NEO may exercise outstanding stock
options any time within three years after such termination. In the event a NEO has restricted stock, or RSUs, the restricted
stock or RSUs will continue to vest according to the terms of the grant. In the event an NEO has PSUs, vesting accelerates
and the shares are issued immediately. In addition, while classified as disabled, the NEO continues to accrue benefits under
the defined benefit plans.

In the event of an NEOs death, a beneficiary of the NEO may exercise an outstanding stock option at any time within a period of
two years after death. Restricted stock, RSUs or PSUs will vest as of the date of death and all restrictions lapse and the restricted
stock, RSUs or PSUs will be immediately transferable to the NEO�s beneficiary or estate. The NEO�s beneficiary will also be
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eligible for a pro-rata annual incentive payment based upon the number of months the NEO was an active employee during the
year. The executive�s beneficiary will also receive surviving spouse benefits under the defined benefit and defined contribution
plans solely to the extent provided in those plans.
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The table below shows the estimated cash payments that our NEOs would receive if their employment were terminated under
various circumstances. In accordance with applicable SEC regulations, we have not provided an estimate of the value of any
payments or benefits that do not discriminate in scope, terms or operation in favor of a NEO and that are generally available to all
salaried employees.

NEO Severance  
Amount/  

Cash Payment  

Vested  
Options  

(4)

Unvested  
Options  

(4)

Restricted  
Stock/  

Units (5)

Benefit  
Continuation  

(6)

Outplacement  
Counseling (7)

Estimated  
Tax Gross  

Up (9)

Total  

Daniel C. Ustian
Involuntary Not for
Cause or Good
Reason Termination (1)

$ 6,254,000 $ 1,642,670 �$ 1,353,533 $ 30,677 $ 25,000 �$ 9,305,880

Change in Control (2) $ 17,599,134 $ 1,642,670 �$ 1,353,533 $ 92,030 $ 25,000 $ 6,720,935 $ 27,433,302
Disability (3) $ 708,000 � �$ 1,353,533 � � �$ 2,061,533
Death (8) � � �$ 1,353,533 � � �$ 1,353,533
Voluntary and
Involuntary for Cause
Termination

� � � � � � � �

William A. Caton
Involuntary Not for
Cause or Good
Reason Termination (1)

$ 3,176,750 $ 129,744 �$ 628,514 $ 19,454 $ 25,000 �$ 3,979,462

Change in Control (2) $ 7,652,965 $ 129,744 �$ 628,514 $ 58,360 $ 25,000 �$ 8,494,583

Disability (3) $ 393,000 � �$ 628,514 � � �$ 1,021,514

Death (8) � � �$ 628,514 � � �$ 628,514
Voluntary and
Involuntary for Cause
Termination

� � � � � � � �

Terry M. Endsley
Involuntary Not for
Cause or Good
Reason Termination (1)

$ 2,380,000 $ 166,658 �$ 478,908 $ 15,125 $ 25,000 �$ 3,065,691

Change in Control (2) $ 4,146,720 $ 166,658 �$ 478,908 $ 45,377 $ 25,000 $ 1,468,655 $ 6,331,318

Disability (3) $ 336,000 � �$ 478,908 � � �$ 814,908

Death (8) � � �$ 478,908 � � �$ 478,908
Voluntary and
Involuntary for Cause
Termination

� � � � � � � �
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NEO Severance  
Amount/  

Cash  
Payment  

Vested  
Options  

(4)

Unvested  
Options  

(4)

Restricted  
Stock/  

Units (5)

Benefit  
Continuation  

(6)

Outplacement  
Counseling (7)

Estimated  
Tax Gross  
Up (9)

Total

Deepak T. Kapur
Involuntary Not
for Cause or Good Reason
Termination (1)

$ 2,720,000 $ 189,369 �$ 478,908 $ 25,877 $ 25,000 �$ 3,439,154

Change in Control (2) $ 7,241,374 $ 189,369 �$ 478,908 $ 77,631 $ 25,000 $ 2,364,665 $ 10,376,947
Disability (3) $ 384,000 � �$ 478,908 � � �$ 862,908

Death (8) � � �$ 478,908 � � �$ 478,908
Voluntary and Involuntary
for Cause Termination

� � � � � � � �

Pamela J. Turbeville
Involuntary Not for Cause
or Good Reason
Termination (1)

$ 1,334,375 $ 569,517 �$ 305,718 $ 11,435 $ 25,000 �$ 2,246,045

Change in Control (2) $ 5,058,433 $ 569,517 �$ 305,718 $ 34,305 $ 25,000 $ 1,887,463 $ 7,880,436

Disability (3) $ 256,200 � �$ 305,718 � � �$ 561,918

Death (8) � � �$ 305,718 � � �$ 305,718
Voluntary and Involuntary
for Cause Termination

� � � � � � � �

Steven K. Covey
Involuntary Not for Cause
or

Good Reason Termination
(1)

$ 1,546,875 $ 137,240 �$ 305,718 $ 18,017 $ 25,000 �$ 2,032,850

Change in Control (2) $ 4,450,185 $ 137,240 �$ 305,718 $ 54,051 $ 25,000 $ 1,615,890 $ 6,588,084
Disability (3) $ 297,000 � �$ 305,718 � � �$ 602,718

Death (8) � � �$ 305,718 � � �$ 305,718
Voluntary and Involuntary
for Cause
Termination

� � � � � � � �

(1) This calculation, as described in the ESA, is 150% to 200% of the sum of the executive�s annual base salary plus annual target bonus plus a
pro rata portion of the annual target bonus.

(2) The Change in Control calculation, as defined in the ESA, is 300% of the sum of the executive�s annual base salary plus annual target
bonus plus a pro rata portion of the annual target bonus. This amount also includes the lump sum payment equal to the actuarial present
value of their benefits under each non-qualified pension plan based on assuming, when determining the amount of their benefit, that
each of their ages are three years older and that each has three more years of credited service.
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(3) This amount is 60% of annualized base salary as of October 31, 2008 and is not offset by other sources of income, such as social security. It
represents the amount that would be paid annually over the term of the disability.

(4) The per share value for options is equal to the difference between the option exercise price and the closing price as of the last day of the fiscal
year (October 31, 2008), which was $30.12 per share. Please refer to the Outstanding Equity Awards Table for more information on this
subject.

(5) The value of restricted stock, RSU or PSU is based on the October 31, 2008 closing price of $30.12 per share.

(6) These amounts represent the Company�s cost and do not include the portion that the officer would pay for this extension of coverage.
Company provided life insurance equal to five times base salary. Coverage may continue for 12 months for a termination following an
involuntary not-for-cause termination or good reason termination. Coverage may continue for 36 months for a termination following a Change in
Control.

(7) This represents our cost for executive level outplacement counseling and services.

(8) Surviving spouse benefits are payable under the applicable pension plan. Messrs. Ustian, Endsley and Covey are participants in the defined
benefit pension plan that provide surviving spouse benefits. Mr. Kapur and. Ms. Turbeville participate in our defined contribution plans and a
defined benefit plan that provides a surviving spouse benefit. Mr. Caton has not yet met the service requirement to be eligible for surviving
spouse benefits.

(9) Internal Revenue Code Section 280G Tax Gross-up if any.

Compensation of Directors � Fiscal Year 2008

The following table provides information concerning the compensation of our non-employee directors for fiscal year 2008. Directors
who are employees of the Company receive no compensation for their services as directors or as members of the Board or a
committee thereof. For a complete understanding of the table, please review the footnotes and the narrative disclosures that follow
the table.

2008 Director Compensation Table

Name

Fees Earned or
Paid in Cash

($)(1)

Stock
Awards
($)(2)(3)(4)

Option
Awards
($)(5)(6)(7)

All Other
Compensation

($)(8)

Total

($)
Y. Marc Belton $ 109,500 $ 3,704 $ 13,900 � $ 127,104
Eugenio Clariond $ 97,500 $ 81,126 $ 13,900 � $ 192,526
John D. Correnti $ 130,038 $ 3,704 $ 13,900 $ 134,225 $ 281,867
Dr. Abbie J. Griffin(9) $ 112,500 $ 3,704 $ 13,900 � $ 130,104
Michael N. Hammes $ 177,000 $ 81,126 $ 13,900 � $ 272,026
David D. Harrison $ 204,000 $ 3,704 � � $ 207,704
James H. Keyes $ 224,250 $ 81,126 $ 13,900 � $ 319,276
Klinger, Steven J. $ 41,020 $ 3,704 � � $ 44,724
Southwood J. Morcott(10) $ 64,962 � $ 13,900 � $ 78,862
Dennis D. Williams(11) $ 82,500 � � � $ 82,500

(1) Under our Non-Employee Directors Deferred Fee Plan (the �Deferred Fee Plan�), our directors who are not employees receive an annual
retainer and meeting fees payable at their election either in shares of our common stock or in cash. A director may also elect to defer any
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portion of such compensation until a later date. Each such election is made prior to December 31st for the next succeeding calendar year.
Since March 1, 2006 and continuing through September 11, 2008, we had been subject to the blackout trading rules of Regulation BTR of the
SEC which generally prohibit directors and executive officers of Navistar from engaging in any transaction involving Company stock where
participants in an individual account plan (such as a 401 (k) plan) are temporarily prohibited from engaging in transactions in the Company�s
stock in their company-sponsored individual account plan. We were subject to Regulation BTR because of the delay in filing our 2007 financial
results and inability to continue to offer our common stock as an investment option under our 401 (k) plans. Because the BTR blackout was in
place when our directors made their deferral elections for calendar year 2008 they were unable to defer any of their compensation in shares of
our common stock for 2008. Eugenio Clariond, John D. Correnti, and James H. Keyes elected to defer the receipt of some or all of their cash
compensation received for their quarterly retainer fees and meeting fees in 2008. The amount of cash compensation deferred by Mr. Clariond,
Mr. Correnti, and Mr. Keyes in 2008 has been allocated to a deferred cash account under each of their names. The deferred cash
compensation earns interest compounded quarterly at the end of each calendar quarter at the rate equivalent to the then current �prime rate.�
The cash compensation deferred by Mr. Clariond and Mr. Correnti in 2008 will be distributed within 60 days after their separation from service
with us. The cash compensation deferred by Mr. Keyes in 2008 will be distributed in annual installments over a 5 year period after his
separation from service with us. Mr. Clariond deferred receipt of 100% of his quarterly retainer fees and 100% of his meeting fees from
November 1, 2007 � December 31, 2007, and he deferred receipt of 50% percent of his quarterly retainer fees and 50% of his meeting fees,
from January 1, 2008 � October 31, 2008, for a total cash compensation deferral amount in 2008 of $60,000. Mr. Correnti deferred receipt of all
of his quarterly retainer fees from November 1, 2007 � December 31, 2007, for a total cash compensation deferral amount in 2008 of $15,750.
Mr. Keyes deferred receipt of 100% of his retainer fees and meeting fees from November 1, 2007 � December 31, 2007, for a total cash
compensation deferral amount in 2008 of $62,250.

(2) On September 18, 2008 each non-employee director was granted an award of 1,333 RSUs. The RSUs vest ratably over a 3 year period (25%
on the first two anniversary�s of the date of grant and 50% on the third anniversary of the date of grant, so that in three years the RSUs will be
100% vested). All unvested RSUs are forfeited when a director ceases to be a member of the Board for any reason other than death, total and
permanent disability or a qualified retirement. Southwood Morcott did not receive RSUs because he retired from the Board, as noted in footnote
8, prior to the grant date, and at the request of the UAW, the UAW representative director, Dennis Williams, does not receive RSUs.
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(3) Reflects the amortized dollar amount recognized as expense for financial statement reporting purposes in accordance with SFAS 123(R) and
not the compensation realized by the directors. The grant date fair value of the RSUs granted in 2008 was $81,126, which was based on the
closing price of our stock on September 11, 2008, which was $60.86. The date of the award agreement representing the RSUs was
September 18, 2008, however, under the provisions of SFAS 123(R), September 11, 2008 was determined to be the grant date for calculating
expense for financial statement reporting purposes (the closing price or our stock on September 18, 2008 was $55.365). The compensation
expense recognized by us for the RSUs is spread out over the service period (3 years) and we do not adjust the expense based on actual
gains or losses. We recognize the entire expense of an RSU award made to retirement eligible directors on the date of grant because once a
director attains retirement eligibility there is no longer a substantial risk of forfeiture of their RSUs. Of the directors listed in the table above,
Mr. Clariond, Mr. Hammes and Mr. Keyes were retirement eligible on the date the RSUs were granted. On October 21, 2008, the Board
amended Navistar�s Corporate Governance Guidelines to provide that non-employee directors were eligible to retire from the Board after they
attained 5 years of service. For those non-employee directors affected by the new retirement eligibility criteria, the remaining expense of their
RSU was accelerating as of the next measurement date (November 1, 2009) and that expense will be recognized in fiscal 2009. If other
directors become retirement eligible we will accelerate any remaining expense on their awards at the time they attain retirement eligibility and
recognize it as of the next measurement date.

(4) The aggregate number of stock awards outstanding for each non-employee director as of October 31, 2008, including deferred stock units
owned by Mr. Clariond, Mr. Correnti, and Mr. Keyes, is indicated in the table below. All of these stock awards and deferred units are 100%
vested except for the RSUs granted in September 2008, which vest over a three year period as described in footnote (2) above.

Name
Stock

Awards (#)
Y. Marc Belton 3,292
Eugenio Clariond 7,374
John D. Correnti 15,707
Dr. Abbie J. Griffin 3,452
Michael N. Hammes 4,312
David D. Harrison 1,333
James H. Keyes 17,757
Steven J. Klinger 1,333
Southwood J. Morcott 1,000

(5) No stock options were granted in 2008. The values in this column reflects the dollar amount, without any reduction for risk of forfeiture,
recognized as expense for financial statement reporting purposes related to stock options awarded to our directors in previous years. We
calculated these amounts in accordance with the provisions of SFAS No. 123(R). The compensation expense recognized by us for stock
options is calculated using the fair value of our common stock on the date of grant (we use the Black-Scholes option pricing model for this
calculation) and then we amortize the expense over the vesting period of the options (generally 3 years) and we do not adjust the expense
based on actual gains or losses. We recognize the entire expense of a stock option grant made to retirement eligible directors on the date of
grant because once a director attains retirement eligibility there is no longer a substantial risk of forfeiture of their options. The table below
includes the assumptions used to calculate the compensation expense for the stock options on a grant-date by grant-date basis.

Grant Date

Assumptions

Grant Date Fair      
Value of 1      
Option      

Exercise        
Price        

Volatility        
Expected      
Life (Years)      

Risk-        

Free Interest        
Rate (%)        

Dividend        
Yield (%)        

10/18/2005 $26.15 41.10% 4.8 years 4.15% 0% $10.81

(6) At the request of the UAW, the UAW representative director, Mr. Dennis D. Williams, does not receive stock option grant awards.

(7) The aggregate number of stock options outstanding for each non-employee director as of October 31, 2008 is indicated in the table below.
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Total Stock Option
Awards Outstanding at

2007 Year End (#)

Option Awards
Granted During

2008 (#)(a)

Grant Date Fair
Value of Option
Awards Granted
During Year ($)Name

Y. Marc Belton 23,000 � �
Eugenio Clariond 16,000 � �
John D. Correnti(b) 23,000 � �
Dr. Abbie J. Griffin 18,500 � �
Michael N.
Hammes 16,500 � �
James H. Keyes 16,000 � �
Southwood J.
Morcott 1,334 � �

(a) No stock option grant awards were made in 2008 to our directors.

(b) Because of the Blackout Period described in footnote 1 above, Mr. Correnti had 2,000 non-qualified stock options with an exercise price of
$23.88 expire on December 17, 2007.

(8) Represents the dollar value of a settlement and release of claims related to stock options that expired (see footnote (b) above) while we were
subject to the Blackout Period described in footnote 1 above.

(9) Dr. Abbie J. Griffin was not re-nominated for election at the Annual Meeting.

(10)Mr. Morcott retired from the Board effective April 15, 2008.
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(11) At the request of the UAW, the organization which elected Mr. Williams to the Board, the entire cash portion of Mr. Williams� annual retainer
and attendance fees, are contributed to a trust which was created in 1993 pursuant to a restructuring of our retiree health care benefits. The
dollar amount of the cash compensation contributed to the trust during 2008 was $82,500.

Director Fees and Equity Compensation

Annual Retainer: $60,000 (25% of each director�s annual retainer is paid in the form of restricted stock each year.)

Lead Director
Additional Annual
Retainer:

$20,000

Attendance Fees: $1,500 for each Board or Committee meeting attended (including any telephone meetings), and
$1,500 per day for any special services performed at the request of a Committee Chair and/or
Chairman of the Board. We also reimburse directors for expenses related to attendance.

Committee Chairman
Additional Annual
Retainer:

$9,000 for the Chairman of Compensation, Nominating and Governance and Finance Committees,
and $12,000 for the Chairman of the Audit Committee.

Committee Member
Additional Annual
Retainer:

$3,000 for members of the Audit Committee.

Stock Options: 4,000 shares annually. (The exercise price of these options is equal to the fair market value of our
common stock on the date of grant. The options expire 10 years after the grant date.)

Other Benefits: We also pay the premiums on directors� and officers� liability insurance policies covering the directors
and reimburse directors for expenses related to attending director continuing education seminars.

Share Ownership Requirements for Non-Employee Directors

To encourage directors to own our shares, one-fourth of each director�s annual retainer is paid in the form of restricted stock each
year. The stock is priced as of the date the first quarterly disbursement of the annual retainer is due. The restricted stock portion of
the annual retainer will be provided pursuant to the Plan. For additional information regarding the Plan, see Note 20, Stock-based
compensation plans, to our consolidated financial statements included in our Form 10-K for the fiscal year ended October 31, 2008.
Our Board temporarily suspended the requirement that at least one-fourth of the annual retainer be paid in the form of restricted
stock each year during the period in which the directors were prohibited by the securities laws from acquiring shares of our
common stock. Now that the Blackout Period as described above has ended, the requirement that at least one-fourth of the annual
retainer be paid in the form of restricted stock will resume in 2009. Each director, except for the UAW director, who has served on
the Board for at least five years is expected to own a minimum of 2,000 shares of common stock or deferred stock units.

Deferred Fee Plan For Non-Employee Directors

Under our Non-Employee Directors Deferred Fee Plan, directors may defer fees otherwise payable in the form of cash or restricted
stock. The amount otherwise payable in cash may be deferred in cash or in deferred stock units. Any amount deferred in cash is
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generally paid to the director, with interest at the prime rate, at the date specified by the director at the time of his or her election to
defer. The amount otherwise payable in restricted stock may be deferred in deferred stock units. Any amount deferred in deferred
stock units is credited into the director�s account at the then current market price. Such units are generally distributed to the
director in the form of our common stock at the date specified by the director at
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the time of his or her election to defer. Elections to defer are made in the calendar year prior to year in which the fees are earned.
Due to the Blackout Period described above, non-employee directors were precluded from making an election to defer payment of
all or a portion of their retainer and meeting fees in stock units for calendar year 2008. For calendar year 2009 non-employee
directors will once again be able to defer all or a portion of their retainer and meeting fees in stock units.

Lead Director

On December 11, 2007 the Board created the position of lead director of the Board and appointed Mr. Michael N. Hammes to serve
as lead director. Upon the recommendation of the Nominating and Governance Committee, on February 19, 2008, the Board
approved an additional retainer of $20,000 per year for the lead director position.

Compensation Committee Interlocks and Insider Participation

None

EQUITY COMPENSATION PLAN INFORMATION

This table provides information regarding the equity securities authorized for issuance under our equity compensation plans as of
October 31, 2008.

Plan Category (1)

(a)
Number of Securities
to be Issued Upon

Exercise of
Outstanding Options,
Warrants and Rights

(b)
Weighted-
Average

Exercise Price of
Outstanding
Options,
Warrants

and
Rights

(c)
Number of Securities
Remaining Available
for Future Issuance

Under Equity
Compensation Plans
(Excluding Securities

Reflected in
Column(a)

Equity compensation plans
approved by stockholders 4,031,240(2) $ 34.8537(3) 1,895,980(4)

Equity compensation plans not
approved by stockholders (5) 2,245,036(6) 34.1917(7) �(8)

Total 6,276,276 N/A 1,895,980

(1) This table does not include information regarding our 401(k) plans. Our 401(k) plans consist of the following: International Truck and Engine
Corporation 401(k) Retirement Savings Plan; the IC Corporation 401(k) Plan; International Truck and Engine Corporation 401(k) Plan for
Represented Employees; and International Truck and Engine Corporation Retirement Accumulation Plan. As of October 31, 2008, there were
373,290 shares of common stock outstanding and held in these plans.

(2) This number includes stock options granted under our 1994 Performance Incentive Plan (the �1994 Plan�) and restoration stock options,
deferred share units and premium share units (as described in the Executive Stock Ownership Program discussed below) granted under our
2004 Performance Incentive Plan (the �Plan�). Prior to February 17, 2004, restoration stock options were granted under our 1998
Supplemental Stock Plan (a non-shareowner approved plan), as supplemented by the Restoration Stock Option Program. Under the
Restoration Stock Option Program, generally one may exercise vested options by presenting shares that have a total market value equal to the
option price times the number of options. Restoration options are then granted at the market price in an amount equal to the number of mature
shares that were used to exercise the original option, plus the number of shares that are withheld for the required tax liability. Participants who
own non-qualified stock options that were vested prior to December 31, 2004 may also defer the receipt of shares of common stock due in
connection with a restoration stock option exercise of these options. Participants who elect to defer receipt of these shares will receive deferred
stock units. The deferral feature is not available for non-qualified stock options that vest on or after January 1, 2005. Stock options awarded to
employees for the purchase of common stock from the 1994 Plan and the Plan were granted at the fair market value of the stock on the date of
grant, generally have a 10-year contractual life and generally become exercisable as to one-third of the shares on each of the first three
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anniversaries of the date of grant, so that in three years the shares are 100% vested. Awards of restricted stock granted under the 1994 Plan
and awards of restricted stock and restricted stock units (�RSUs�) granted under the Plan were established by the Board or committee thereof
at the time of issuance. The 1994 Plan expired on December 16, 2003, and as such no further awards may be granted under the 1994 Plan. As
of October 31, 2008, 1,583,874 stock option awards remain outstanding for shares of common stock reserved for issuance under the 1994
Plan, and 1,871,365 stock option awards, 3,607 deferred share units, 29,274 premium share units and 542,670 RSUs remain outstanding for
shares of common stock reserved for issuance under the Plan. For more information on the Plan see footnote 4 below.

(3) RSUs, deferred share units and premium shares units granted under such plans do not have an exercise price and are settled only for shares
of our common stock on a one-for-one basis. These awards have been disregarded for purposes of computing the weighted-average exercise
price. For more information on deferred share units and premium share units see the discussion under the paragraph below entitled �The
Ownership Program.�
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(4) The Plan was approved by the Board and the independent Compensation and Governance Committee on October 15, 2003, and,
subsequently by our stockholders on February 17, 2004. Our 2004 Plan was subsequently amended on April 21, 2004, March 23, 2005,
December 12, 2005, April 16, 2007, June 18, 2007 and May 27, 2008. The Plan replaced, on a prospective basis, our 1994 Plan, the 1998
Supplemental Stock Plan, both of which expired on December 16, 2003, and our 1998 Non-Employee Director Stock Option Plan (collectively,
the �Prior Plans�). A total of 3,250,000 shares of common stock were reserved for awards under the Plan. Shares subject to awards under the
Plan, or the Prior Plans after February 17, 2004, that are cancelled, expired, forfeited, settled in cash, tendered to satisfy the purchase price of
an award, withheld to satisfy tax obligations or otherwise terminated without a delivery of shares to the participant again become available for
awards. This number represents the remaining number of unused shares from the year ended October 31, 2008, which are available for
issuance for the following year.

(5) The following plans were not approved by our stockholders: The 1998 Interim Stock Plan (the �Interim Plan�), The 1998 Supplemental Stock
Plan (as supplemented by the Restoration Stock Option Program (the �Supplemental Plan�)), The Executive Stock Ownership Program (the
�Ownership Program�), The 1998 Non-Employee Director Stock Option Plan (the �Director Stock Option Plan�), and The Non-Employee
Directors Deferred Fee Plan (the �Deferred Fee Plan�). Below is a brief description of the material features of each plan, but in each case the
information is qualified in its entirety by the text of such plans.

The Interim Plan. The Interim Plan was approved by the Board on April 14, 1998. A total of 500,000 shares of common stock were reserved for
awards under the Interim Plan. As of October 31, 2008, no stock option awards remain outstanding and no shares of common stock are reserved
for issuance under the Interim Plan. Stock options awarded to employees under the Interim Plan for the purchase of common stock were granted at
the fair market value of the stock on the date of grant, generally have a 10-year contractual life and generally become exercisable as to one-third of
the shares on each of the first three anniversaries of the date of grant, so that in three years the shares are 100% vested. Awards of restricted stock
granted under the Interim Plan were established by the Board or committee thereof at the time of issuance. The Interim Plan is separate from and
intended to supplement the 1994 Plan, which was approved by our stockholders. The Interim Plan terminated on April 15, 1999 and as such no
further awards may be granted under the Interim Plan.

The Supplemental Plan. The Supplemental Plan was approved by the Board on December 15, 1998. A total of 4,500,000 shares of common stock
are reserved for awards under the Supplemental Plan. Stock options awarded under the Supplemental Plan were granted at the fair market value of
the stock on the date of grant, generally have a 10-year contractual life and generally become exercisable as to one-third of the shares on each of
the first three anniversaries of the date of grant, so that in three years the shares are 100% vested. Awards of restricted stock granted under the
Supplemental Plan are established by the Board or committee thereof at the time of issuance. As of October 31, 2008, 2,053,682 stock option
awards remain outstanding for shares of common stock reserved for issuance under the Supplemental Plan. Prior to February 17, 2004 the
Restoration Stock Option Program was administered under and supplemented by the Supplemental Plan. As of October 31, 2008 there were
22,239 deferred stock units outstanding under the Supplemental Plan which relate to restoration stock options. For more information on the
Restoration Stock Option Program, please see the description contained in footnote 2 above. The Supplemental Plan expired December 16, 2003,
and as such no further awards may be granted under the Supplemental Plan.

The Ownership Program. On June 16, 1997, the Board approved the terms of the Ownership Program, and on April 17, 2001, October 15, 2002
and August 30, 2004, the Board approved certain amendments thereto. In general, the Ownership Program requires all of our officers and senior
managers to acquire, by direct purchase or through salary or annual bonus reduction, an ownership interest in NIC by acquiring a designated
amount of our common stock at specified timelines. Participants are required to hold such stock for the entire period in which they are employed by
the Company. Participants may defer their cash bonus into deferred share units (�DSUs�). These DSUs vest immediately. There were 9,342 DSUs
(which includes 3,607 DSUs granted under the 2004 PIP after February 17, 2004) outstanding as of October 31, 2008. Premium share units
(�PSUs�) may also be awarded to participants who complete their ownership requirement on an accelerated basis. PSUs vest as to one-third of the
shares on each of the first three anniversaries of the date of grant, so that in three years the shares are 100% vested. There were 78,629 PSUs
(which includes 29,274 PSUs granted under the 2004 PIP after February 17, 2004) outstanding as of October 31, 2008. Each vested DSU and PSU
will be settled by delivery of one share of common stock. Such settlement will occur within 10 days after a participant�s termination of employment.
DSUs and PSUs are no longer granted under the Ownership Program but instead are granted under the 2004 Plan.

The Director Stock Option Plan. The Director Stock Option Plan was approved by the Board on December 16, 1997 and amended on December 11,
2001. A total of 250,000 shares of common stock are reserved for awards under the Director Stock Option Plan. The Director Stock Option Plan
provides for an annual grant to each of our non-employee directors an option to purchase 4,000 shares of common stock. The option price in each
case will be 100% of the fair market value of the common stock on the business day following the day of grant. As of October 31, 2008, 80,500
stock option awards remain outstanding for shares of common stock reserved for issuance under the Director Stock Option Plan. Stock options
awarded under the Director Stock Option Plan generally become exercisable in whole or in part after the commencement of the second year of the
term of the option, which term is 10 years. The optionee is also required to remain in the service of the Company for at least one year from the date
of grant. The Director Stock Option Plan was terminated on February 17, 2004. All future grants to non-employee directors will be issued under the
Plan.

The Deferred Fee Plan. Under the Deferred Fee Plan, directors may elect to receive all or a portion of their annual retainer fees (in excess of their
mandatory one-fourth restricted stock grant (as discussed above)) and meeting fees in cash or restricted stock, or they may defer payment of those
fees in cash (with interest) or in phantom stock units. Deferrals in the deferred stock account are valued as if each deferral was vested in common
stock as of the deferral date. As of October 31, 2008, there were 33,975 outstanding deferred stock units under the Deferred Fee Plan.
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(6) Includes 22,239 deferred stock units granted under the Supplemental Plan, 5,735 DSUs and 48,905 PSUs granted under the Ownership
Program and 33,975 deferred stock units granted under the Deferred Fee Plan; all of which were outstanding as of October 31, 2008 under
such plans.

(7) Since the deferred stock units and DSUs and PSUs granted under such plans do not have an exercise price and are settled only for shares of
our common stock on a one-for-one basis, these awards have been disregarded for purposes of computing the weighted-average exercise
price.

(8) Upon approval of the Plan by our stockholders on February 17, 2004, the Supplemental Plan and the Director Stock Option Plan were
terminated, and there are no longer any shares available for issuance under these plans. There is no limit on the number of securities
representing deferred share units remaining available for issuance under the Ownership Program or the Deferred Fee Plan.
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OTHER MATTERS

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and executive officers and persons who own
beneficially more than ten percent of a registered class of our equity securities to file reports of holdings and transfers of Company
stock with the SEC and to provide copies of those reports to Navistar. Based solely on our review of copies of those reports
received by us or written representations that all such reports were timely filed, we believe that our directors, executive officers and
greater than ten beneficial percent stockholders made all required filings on time.

Availability of Form 10-K and Annual Report to Stockholders

The Company is providing an Annual Report to stockholders who receive this proxy statement. The Company will also provide
copies of the Annual Report to brokers, dealers, banks, voting trustees, and their nominees for the benefit of their beneficial owners
of record. Additional copies of the Annual Report, which also contains the Company�s Annual Report on Form 10-K for the fiscal
year ended October 31, 2008 (not including documents incorporated by reference) are available without charge to stockholders
upon written request to Navistar c/o the Corporate Secretary at 4201 Winfield Road, P.O. Box 1488, Warrenville, IL 60555. You
may review Company filings with the SEC by visiting the Company�s website at http://ir.navistar.com (click on �Filings�).

Matters Raised at the Meeting not Included in this Proxy Statement

We do not know of any matters to be acted upon at the Annual Meeting other than those discussed in this proxy statement. If any
other matter is presented, proxy holders will vote on the matter in their discretion.
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ADMISSION & TICKET REQUEST PROCEDURE

Admission

Admission is limited to stockholders of record on January 2, 2009 or a stockholder�s authorized proxy holder or a representative.
In each case, the individual must have an admission ticket and valid photo identification to be admitted to the meeting. In
addition, share ownership will be verified.

Admission Ticket for Registered Holders

� If your Navistar shares are registered in your name and you received your proxy material by mail, an admission ticket is
attached to your proxy card.

� If your Navistar shares are registered in your name and you received or accessed your proxy materials electronically
over the Internet, and you plan on attending the meeting, click the appropriate box on the electronic proxy card or follow
the telephone instructions and when prompted, �if you plan to attend the meeting in person,� press 1, and an admission
ticket will be held for you at the registration desk at the Annual Meeting. You will need a valid photo identification to pick
up your ticket.

Admission Ticket for Beneficial Holders

� If your Navistar shares are held in a bank or brokerage account you may obtain an admission ticket in advance by
submitting a request by mail to Curt A. Kramer, Corporate Secretary, 4201 Winfield Road, P.O. Box 1488, Warrenville, IL
60555 or by facsimile to (630) 753-3982

Ticket Request Deadline

Ticket requests for all Beneficial Holders and for Beneficial Holders and Registered Holders appointing a representative to attend
and/or vote on his/her behalf, must include all information specified in the applicable table below and be submitted in writing and
received by the Company on or before February 13, 2009. No requests will be processed after that date.

To Submit Request

Submit requests by mail to Curt A. Kramer, Corporate Secretary, 4201 Winfield Road, P.O. Box 1488, Warrenville, IL 60555 or by
facsimile to (630) 753-3982. Ticket requests by telephone will not be accepted.

Authorized Proxy Representative

A stockholder may appoint a representative to attend the meeting and/or vote on his/her behalf. The admission ticket must be
requested by the stockholder but will be issued in the name of the authorized representative. Individuals holding admission tickets
that are not issued in their name will not be admitted to the meeting. Stockholder information specified below and a written proxy
authorization must accompany the ticket request.
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Registered Stockholders

(if appointing a representative to attend and/or vote on his/her behalf)

Beneficial Holders

For ownership verification provide:

�   name(s) of stockholder

�   address

�   phone number

�   social security number and/or stockholder account number; or

�   a copy of your proxy card showing stockholder name and
address

For ownership verification provide:

�   a copy of your December/January brokerage account
statement

�   showing Navistar stock ownership as of the record date
(1/2/09);

�   a letter from your broker, bank or other nominee verifying
your record date (1/2/09) ownership; or

�   a copy of your brokerage account voting instruction card
showing stockholder name and address

Also include:

�   name of authorized proxy representative, if one appointed

�   address where tickets should be mailed and phone number

Also include:

�   name of authorized proxy representative, if one appointed

�   address where tickets should be mailed and phone Number
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APPENDIX A

NAVISTAR INTERNATIONAL CORPORATION

2004 PERFORMANCE INCENTIVE PLAN

(AMENDED AND RESTATED AS OF JANUARY 9, 2009)

SECTION I

ESTABLISHMENT OF THE PLAN

The Board of Directors of Navistar International Corporation approved the establishment of the Navistar International Corporation
2004 Performance Incentive Plan (�Plan�) on October 21, 2003, and approved by Stockholders at the Corporation�s annual
meeting held on February 17, 2004. The Plan replaces the Navistar 1994 Performance Incentive Plan and the Navistar 1998
Supplemental Stock Plan, each of which terminated December 16, 2003 under the terms of the plans, and the Plan replaces and
supersedes the Navistar 1988 Non-Employee Directors Stock Option Plan. The Plan was amended on December 14, 2004 and
approved by Stockholders at the Corporation�s annual meeting held on March 23, 2005. The Plan was subsequently amended on
December 13, 2005, April 16, 2007, June 18, 2007, May 27, 2008 and December 16, 2008. The Plan is hereby further amended
and restated as of January 9, 2009.

SECTION II

PURPOSE OF THE PLAN

The purpose of the Plan is to enable the Corporation and its subsidiaries to attract and retain highly qualified Employees,
Consultants, and Non-Employee Directors, and additionally to provide key Employees who hold positions of major responsibility the
opportunity to earn incentive awards commensurate with the quality of individual performance, the achievement of performance
goals and ultimately the increase in shareowner value.

SECTION III

DEFINITIONS

For the purposes of the Plan, the following words and phrases shall have the meanings described below in this Section III unless a
different meaning is plainly required by the context.

(1) �Annual Incentive Award� means an award of cash determined by the Committee after the end of the Fiscal Year.

(2) �Award� means an award made under the Plan.

(3) �Award Agreement� means an agreement entered into by the Corporation and a Participant setting forth the terms and
provisions applicable to an Award granted to a Participant.

(4) �Board of Directors� means the Board of Directors of Navistar International Corporation.

(5) �Change in Control� shall be deemed to have occurred if (i) any �person� or �group� (as such terms are used in Section 13(d)
and 14(d) of the Securities Exchange Act of 1934), other than employee or retiree benefit plans or trusts sponsored or established
by the Corporation or International Truck and Engine Corporation, is or becomes the �beneficial owner� (as defined in Rule 13d-3
under
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the Securities Exchange Act of 1934), directly or indirectly, of securities of the Corporation representing 25% or more of the
combined voting power of the Corporation�s then outstanding securities, (ii) the following individuals cease for any reason to
constitute more than three-fourths of the number of directors then serving on the Board of Directors of the Corporation: individuals
who, on the date hereof, constitute the Board and any new director (other than a director whose initial assumption of office is in
connection with an actual or threatened election contest, including but not limited to a consent solicitation, relating to the election of
directors of the Corporation) whose appointment or election by the Board or nomination for election by the Corporation�s
stockholders was approved by the vote of at least two-thirds (2/3) of the directors then still in office or whose appointment, election
or nomination was previously so approved or recommended; (iii) any dissolution or liquidation of the Corporation or International
Truck and Engine Corporation or sale or disposition of all or substantially all (more than 50%) of the assets of the Corporation or of
International Truck and Engine Corporation occurs; or (iv) as the result of, or in connection with, any cash tender offer, exchange
offer, merger or other business combination, sale of assets, proxy or consent solicitation, contested election or substantial stock
accumulation (a �Control Transaction�), the members of the Board of Directors of the Corporation immediately prior to the first
public announcement relating to such Control Transaction shall immediately thereafter, or with two (2) years, cease to constitute a
majority of the Board of Directors of the Corporation. Notwithstanding the foregoing, the sale or disposition of any or all of the
assets or stock of Navistar Financial Corporation shall not be deemed a Change in Control.

(6) �Code� or �Internal Revenue Code� means the Internal Revenue Code of 1986, as amended from time to time.

(7) �Committee� means the Compensation Committee of the Board of Directors.

(8) �Common Stock� means the common stock of the Corporation.

(9) �Consultant� means a person engaged under a written contract with the Corporation or any subsidiary of the Corporation that
was executed by the Corporation�s Chief Executive Officer or Chief Financial Officer to provide consulting or advisory services
(other than as an Employee or a Non-Employee Director) to such entity, provided that the identity of such person, the nature of
such services or the entity to which such services are provided would not preclude the Corporation from offering or selling Common
Stock to such person pursuant to the Plan in reliance on either the exemption from registration provided by Rule 701 under the
Securities Act of 1933, as amended, or, if the Corporation is required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934, as amended, registration on a Form S-8 (Registration Statement Under the Securities Act of 1933).

(10) �Corporation� means Navistar International Corporation.

(11) �Employee� means a person regularly employed by the Corporation or any subsidiary of the Corporation, including its officers.

(12) �Exercise Price� means the amount for which one share of Common Stock may be purchased upon exercise of a Stock
Option, as specified in the applicable Award Agreement.

(13) �Fair Market Value� means the average of the high and the low prices of a share of Common Stock on the Grant Date as set
forth in the New York Stock Exchange � Composite Transactions listing published in the Midwest Edition of The Wall Street Journal
or equivalent financial publication.

(14) �Fiscal Year� means the fiscal year of the Corporation.

(15) �Freestanding SAR� means any SAR that is granted independently of any Stock Option.
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(16) �Grant Date� means, as determined by the Board or authorized Committee, (i) the date as of which the Board or such
Committee approves an Award, or (ii) such other date as may be specified by the Board or such Committee. The Grant Date of a
Stock Option will, unless the Committee expressly determines otherwise, be the business day on which the Committee approves
the grant of such Stock Option.

(17) �Incentive Stock Option� means a right, as evidenced by an Award Agreement to purchase a certain number of shares of
Common Stock at Fair Market Value for a period of no longer than ten (10) years from the date of grant which options are designed
to meet the requirements set out under Section 422 of the Code.

(18) �Non-Employee Director� means as of the Grant Date of an Award an individual who is a director of the Corporation and is
neither a Consultant nor an Employee of the Corporation or any of its subsidiaries.

(19) �Nonqualified Stock Option� means a right, as evidenced by an Award Agreement to purchase a certain number of shares of
Common Stock at Fair Market Value for a period of not more than ten (10) years which options are stated not to be Incentive Stock
Options under the Code.

(20) �Participant� means (a) an Employee selected by the Corporation for participation in the Plan, (b) with respect to Nonqualified
Stock Options, SARs, Restricted Stock and Stock Units, a Consultant, and (c) with respect to Nonqualified Stock Options,
Restricted Stock and Stock Units, a Non-Employee Director.

(21) �Performance-Based Exception� means the performance-based exception from the tax deductibility limitation imposed by
Code Section 162(m) as set forth in Section 162(m)(4)(C).

(22) �Performance Measure� means the performance measurement provided by Section VI.

(23) �Performance Period� means the period during which performance goals must be met for purposes of the Performance
Measure.

(24) �Plan� means the Navistar International Corporation 2004 Performance Incentive Plan as set forth herein and as it may be
amended hereafter from time to time.

(25) �Qualified Retirement� means with respect to an Employee a termination from employment from the Corporation or any of its
subsidiaries that occurs after the Employee attains age 55 and at the time of the termination the Employee has either: (i) 10 or
more years of continuous service as a full-time Employee, or (ii) 10 or more years of service that would constitute credited service
under the definition contained in the International Truck and Engine Corporation Retirement Plan for Salaried Employees
(�RPSE�). Qualified Retirement for a Non-Employee Director means retirement under a retirement policy of the Board for
Non-Employee Directors.

(26) �Restoration Stock Option� means a Nonqualified Stock Option granted pursuant to Section VII(7) and which is awarded upon
the exercise of a Nonqualified Stock Option earlier awarded under the Plan or any other plan of the Corporation, including an
earlier awarded Restoration Stock Option (an �Underlying Option�); provided, however, that in no event shall a Restoration Stock
Option be granted in respect of any Underlying Option awarded under the Plan or any other plan of the Corporation on or after
December 16, 2008.

(27) �Restricted Stock� means a right to acquire one or more shares of Common Stock, as evidenced by an Award Agreement,
that is restricted as to sale or transfer and, except as otherwise specified in Section XI(3), subject to a substantial risk of forfeiture.
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(28) �Stock Appreciation Right� or �SAR� means an Award, granted either alone or in connection with a related Stock Option,
pursuant to the terms of Section X of the Plan.

(29) �Stock Option� means either an Incentive Stock Option or a Nonqualified Stock Option.

(30) �Stock Units� mean units for Restricted Stock granted pursuant to Section XI.

(31) �Tandem SAR� means an SAR granted with respect to a share pursuant to Section X hereof in connection with a related
Stock Option, under which: (a) the exercise of the SAR with respect to the share shall cancel the right to purchase such share
under the related Stock Option, and (b) the purchase of the share under the related Stock Option shall cancel the right to exercise
the SAR with respect to such share.

SECTION IV

ELIGIBILITY

Management will, from time to time, select and recommend to the Committee Employees who are to become Participants in the
Plan. Such Employees will be selected from those who, in the opinion of management, have substantial responsibility in a
managerial or professional capacity. Similarly, management will, from time to time, select and recommend to the Committee
Consultants who are to become Participants in the Plan for the purpose of Nonqualified Stock Option Awards, SARs, Restricted
Stock and Stock Units. Such Consultants will be selected from those who, in the opinion of management, have substantial
responsibility in an advisory or professional capacity. Non-Employee Directors shall also be Participants in the Plan for the purpose
of Nonqualified Stock Option Awards, Restricted Stock and Stock Units.

SECTION V

ANNUAL INCENTIVE AWARDS

(1) As soon as practical following the end of the Fiscal Year, the Committee will certify performance achieved against the
performance criteria established at the beginning of the Fiscal Year. The performance criteria shall be determined in the discretion
of the Committee considering all factors relevant to the management of the Corporation, provided that an Award under this Section
that is intended to qualify for the Performance-Based Exception shall satisfy the Performance Measures and the requirements of
Section 162(m) of the Internal Revenue Code.

(2) The Committee, in its sole discretion, may reduce or eliminate any Award otherwise earned based on an assessment of
individual performance, but in no event may any such reduction result in an increase of the Award. The Committee shall determine
the amount of any such reduction by taking into account such factors as it deems relevant including, without limitation:
(a) performance against other financial or strategic objectives; (b) its subjective assessment of the Participant�s overall
performance for the year; and (c) prevailing levels of total compensation among similar companies.

(3) Performance criteria for Annual Incentive Awards will not be increased or decreased within a Fiscal Year except for
extraordinary circumstances approved by the Committee.

(4) Payment of an Annual Incentive Award will be made in cash to the Participant during the period beginning January 1 and ending
March 15 of the year following the end of the Fiscal Year to which the Annual Incentive Award relates, subject to any acceleration
or delay in payment permitted under Code Section 409A, as defined in Section XXII.
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(5) The Committee may permit the deferral of any Award and may permit payment on deferrals to be made subject to rules and
procedures it may establish; provided that in the case of any Nonqualified Stock Option, the Committee may permit a feature that
provides for the deferral of compensation, including, but not limited to, a feature that allows a holder of a Nonqualified Stock Option
to elect deferred delivery of profit shares, only with respect to any Nonqualified Stock Option that was earned and vested on
December 31, 2004, determined pursuant to and in accordance with Code Section 409A, as defined in Section XXII. These rules
may include provisions crediting interest on deferred cash accounts.

(6) The Committee shall set the performance criteria for each year�s Annual Incentive Awards no later than the first 90 days of the
Fiscal Year.

(7) Its shall be presumed unless the Committee determines to the contrary, that all Awards to Employees under this Section are
intended to qualify for Performance-Based Exception. If the Committee does not intend an Award to qualify for the
Performance-Based Exception the Committee shall reflect its intent in its records in such manner as the Committee determines to
be appropriate. For the purpose of complying with the Performance-Based Exception rules of Section 162(m) of the Internal
Revenue Code, the maximum Award under this Section of the Plan to any one Employee during any one Fiscal Year shall not
exceed $4,000,000.

SECTION VI

PERFORMANCE MEASUREMENT

(1) Unless and until the Corporation�s stockholders approve a change in the general Performance Measures set forth in this
Section VI, the attainment of which may determine the degree of payout and/or vesting with respect to Awards that are designed to
qualify for the Performance-Based Exception, the Performance Measures to be used for purposes of such Awards may be
measured at the Corporation level, at a subsidiary level, or at an operating unit level and shall be chosen from among: (a) income
measures (including, but not limited to, gross profits, operation income, earnings before or after taxes, earnings per share, cost
reductions); (b) return measures (including, but not limited to, return on assets, capital, investment, equity, or sales); (c) cash flow,
cash flow return on investments, which equals net cash flows divided by owners equity; (d) gross revenues from operations;
(e) total revenue; (f) cash value added; (g) economic value added; (h) share price (including, but not limited to, growth measures
and total shareholder return); (i) sales growth; (j) market share; (k) the achievement of certain quantitatively and objectively
determinable non-financial performance measures (including, but not limited to, growth strategies, strategic initiatives, product
development, product quality, corporate development, and leadership development); and (l) any combination of, or a specified
increase in, any of the foregoing.

(2) The Committee shall set the Performance Measures for each year�s Annual Incentive Awards no later than the first 90 days of
the Fiscal Year.

(3) The Committee shall have the discretion to adjust the determination of the degree of attainment of the preestablished goals;
provided that the Awards that are designated to qualify for Performance-Based Exception may not be adjusted upward (although
the Committee shall retain the discretion to adjust such Awards downward). In no event shall the Performance Period for any
performance-based equity Award be less than one year.

(4) In the case of any Award that is granted subject to the condition that a specific Performance Measure be achieved, no payment
under such Award shall be made prior to the time the Committee
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certifies in writing that the Performance Measure has been achieved. For this purpose, approved minutes of the Committee
meeting at which the certification is made shall be treated as a written certification. No such certification is required, however, in the
case of an Award that is based solely on an increase in the value of a share of Common Stock from the date the Award is made.

SECTION VII

STOCK OPTIONS FOR EMPLOYEES AND CONSULTANTS

(1) The Committee may grant Nonqualified Stock Options or Incentive Stock Options or a combination of both to Employee
Participants in the amount and at the time that the Committee approves. The Committee may grant Nonqualified Stock Options to
Consultant Participants in the amount and at the time that the Committee approves. In order to provide a limitation on the number
of shares as provided for in Section 162(m) of the Internal Revenue Code and the regulations thereunder, Stock Option grants shall
be limited to a maximum of 1,000,000 shares per year for any Employee Participant.

(2) The Committee will document the terms of the Stock Option in an Award Agreement to include the Grant Date and Exercise
Price, as well as any other terms that it may desire. The Exercise Price under a Stock Option shall not be less than one hundred
percent (100%) of the Fair Market Value of a share of Common Stock on the Grant Date. Subject to adjustment pursuant to Section
XII, the Exercise Price of outstanding Options fixed by the Committee shall not be modified.

(3) Unless otherwise determined by the Committee, a Stock Option granted under the Plan will become exercisable in whole or in
part after the commencement of the second year of the term of the Stock Option to the extent of one third of the shares, to the
extent of one third of the shares after commencement of the third year, and to the extent of one third of the shares after
commencement of the fourth year.

(4) A Stock Option granted under the Plan will be exercisable during such period as the Committee may determine, and will be
subject to earlier termination as hereinafter provided. In no event, however, may a Stock Option governed by the Plan be exercised
after the expiration of its term. Except as provided herein, no Stock Option granted under this Section of the Plan to an Employee
or Consultant may be exercised at any time unless the Participant who holds the Stock Option is then an Employee or Consultant,
respectively. The option can be exercised in whole or in part through (i) cashless exercise, (ii) the Corporation withholding from the
shares of Common Stock otherwise issuable upon exercise of the Stock Option a number of shares of Common Stock having a fair
market value equal, as of the date of exercise, to the Exercise Price of the Stock Option multiplied by the number of shares of
Common Stock in respect of which the Stock Option shall have been exercised (�Net-Exercise�), or (iii) other arrangements
through agents, including stockbrokers, under arrangements established by the Corporation by paying the amounts required by
instructions issued by the Secretary of the Corporation for the exercise of the Stock Options. If an exercise is not covered by
instructions issued by the Corporate Secretary, the purchase price is to be paid in full to the Corporation upon the exercise of a
Stock Option either (I) by cash including a personal check made payable to the Corporation, (II) by delivering at fair market value
on the date of exercise unrestricted Common Stock already owned by the Participant, or (III) by any combination of cash and
unrestricted Common Stock, and in either case, by payment to the Corporation of any withholding tax. In no event may successive
simultaneous pyramiding be used to exercise a Stock Option. Shares which otherwise would be delivered to the holder of a Stock
Option may be delivered, at the election of the holder, to the Corporation in payment of federal, state and/or local withholding taxes
payable in connection with an exercise.
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(5) The Participant who holds a Stock Option will have none of the rights of a shareowner with respect to the shares subject to a
Stock Option until such shares are issued upon the exercise of a Stock Option.

(6) Neither the Corporation nor any subsidiary may directly or indirectly lend money to any Participant for the purpose of assisting
the individual to acquire shares of Common Stock issued upon the exercise of Stock Options granted under the Plan.

(7) Provisions for Restoration Stock Options may be contained in the terms of a Underlying Option that was granted under the Plan
prior to December 16, 2008. Restoration Stock Options granted under the Plan in respect of any Underlying Option awarded
hereunder prior to December 16, 2008 may be granted pursuant to the following terms: (a) Restoration Stock Options may be
granted if the Participant elects to make a restoration option exercise of an Underlying Option, pays the exercise price by
transferring to the Corporation Common Stock of the Corporation held by the Participant, and pays the withholding tax by
transferring Common Stock or cash. The number of Restoration Stock Options that will be granted is equal to the number of shares
used to pay the exercise price and the number of shares with value equal to the tax liability; (b) The Restoration Stock Options will
have a term equal to the remaining term of the Underlying Option, will have an Exercise Price equal to the Fair Market Value of the
stock on the date of grant of the Restoration Option, and will become exercisable in six months after grant (or, if sooner, one month
before the end of the term of the Underlying Option), and otherwise will have the same general terms and conditions Nonqualified
Stock Options granted by the Corporation; (c) The shares that represent the difference between the Exercise Price of the
Underlying Option and the value of the shares on the date of exercise, less withholding taxes, generally cannot be transferred for a
period of three (3) years; and (d) To the extent permitted by the Committee under Section V(5), at the election of the Participant
delivery of the shares may be deferred.

(8) In the event of the termination of the employment of an Employee who holds an outstanding Stock Option, other than by reason
of death, total and permanent disability or a Qualified Retirement, the Employee may (unless the Stock Option shall have been
previously terminated) exercise the Stock Option at any time within three (3) months after such termination, but not after the
expiration of the term of the grant, to the extent of the number of shares which were exercisable at the date of the termination of
employment. In the event of termination of service as a Consultant who holds an outstanding Stock Option, other than by reason of
death or total and permanent disability, the Consultant may (unless the Stock Option shall have been previously terminated)
exercise the Stock Option at any time within three (3) months after such termination, but not after the expiration of the term of the
grant, to the extent of the number of shares which were exercisable at the date of the termination of service. Stock Options granted
under this Section of the Plan to an Employee will not be affected by any change of employment so long as the Participant
continues to be an Employee. Provided, however, if the Participant is terminated for cause as defined in the International Truck and
Engine Corporation Income Protection Plan, or if the Participant is covered by a different severance plan or agreement, then as
defined in such plan or agreement, the three-month period provided by this subsection shall not apply and the Stock Option shall
cease to be exercisable and shall lapse as of the effective date of the termination of the Employee.

(9) Except as provided in Section VII(12), in the event of a Qualified Retirement an Employee who holds an outstanding Stock
Option may exercise the Stock Option to the extent the option is exercisable or becomes exercisable under its terms, at any time
during the term of the option grant.

(10) In the event of a total and permanent disability, as defined by the Corporation�s long term disability programs, an Employee or
Consultant who holds an outstanding Stock Option may exercise the Stock Option, to the extent the Stock Option is exercisable or
becomes exercisable under its terms,
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at any time within three (3) years after such termination or, if later, the date on which the option becomes exercisable with respect
to such shares, but not after the expiration of the term of the option grant.

(11) In the event of the death of an Employee or Consultant who holds an outstanding Stock Option, the Stock Option may be
exercised by a legatee, or by the personal representatives or distributees, at any time within a period of two (2) years after death,
but not after the expiration of the term of the grant. If death occurs while employed by the Corporation or a subsidiary or performing
services as a Consultant, or after a Qualified Retirement, or during the three-year period specified in Section VII(10), Stock Options
may be exercised to the extent of the remaining shares covered by Stock Options whether or not such shares were exercisable at
the date of death. If death occurs during the three-month period specified in Section VII(8), Stock Options may be exercised to the
extent of the number of shares that were exercisable at the date of death.

(12) Notwithstanding the other provisions of Sections VII(9) or VII(11), no Stock Option which is not exercisable at the time of a
Qualified Retirement shall become exercisable after such Qualified Retirement if, without the written consent of the Corporation, a
Participant engages in a business, whether as owner, partner, officer, employee, or otherwise, which is in competition with the
Corporation or one of its affiliates, and if the Participant�s participation in such business is deemed by the Corporation to be
detrimental to the best interests of the Corporation. The determination as to whether such business is in competition with the
Corporation or any of its affiliates, and whether such participation by such person is detrimental to the best interests of the
Corporation, shall be made by the Corporation in its absolute discretion, and the decision of the Corporation with respect thereto,
including its determination as to when the participation in such competitive business commenced, shall be conclusive.

(13) Notwithstanding any provision of the Plan to the contrary, (a) the exercise of a Stock Option granted under the Plan at any time
on or after April 16, 2007 shall be settled solely in shares of Common Stock, and under no circumstances whatsoever shall a Stock
Option be exercisable with respect to any period during which the exercise of such Stock Option would violate Applicable Law, as
defined in Section XXII, and (b) in accordance with both the terms of the Prospectus for the Plan and the power and authority
reserved to the Committee under Section XIII, and to the fullest extent permitted under Applicable Law, as defined in Section XXII,
the exercise of a Stock Option granted under the Plan at any time before April 16, 2007 shall be settled solely in shares of Common
Stock, and under no circumstances whatsoever shall a Stock Option be exercisable with respect to any period during which the
exercise of such Stock Option would violate Applicable Law, as defined in Section XXII.

SECTION VIII

STOCK OPTIONS NON-EMPLOYEE DIRECTORS

(1) The Committee may grant Nonqualified Stock Options to Non-Employee Directors.

(2) The Committee will document the terms of the Stock Option to include the Grant Date and Exercise Price, as well as any other
terms that it may desire. The Exercise Price under a Stock Option shall not be less than one hundred percent (100%) of the Fair
Market Value of a share of Common Stock on the Grant Date. Subject to adjustment pursuant to Section XII, the Exercise Price of
outstanding Stock Options fixed by the Committee shall not be modified.

(3) Unless otherwise determined by the Committee, a Stock Option granted under this Section of the Plan will become exercisable
in whole or in part after the commencement of the second year of the
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term of the Stock Option to the extent of one third of the shares, to the extent of one third of the shares after commencement of the
third year, and to the extent of one third of the shares after commencement of the fourth year.

(4) A Stock Option granted this Section of the Plan will be exercisable during such period as the Committee may determine, and
will be subject to earlier termination as hereinafter provided. In no event, however, may a Stock Option governed by the Plan be
exercised after the expiration of its term.

(5) Except as provided herein, no Stock Option granted under this Section of the Plan may be exercised at any time unless the
Participant who holds the Stock Option is then a Non-Employee Director.

(6) A Stock Option granted under this Section of the Plan can be exercised in whole or in part through cashless exercise,
Net-Exercise, as defined in Section VII(4), or other arrangements through agents, including stockbrokers, under arrangements
established by the Corporation by paying the amounts required by instructions issued by the Secretary of the Corporation for the
exercise of the options. If an exercise is not covered by instructions issued by the Corporate Secretary, the purchase price is to be
paid in full to the Corporation upon the exercise of a Stock Option either (i) by cash including a personal check made payable to the
Corporation; (ii) by delivering at fair market value on the date of exercise unrestricted Common Stock already owned by the
Participant, or (iii) by any combination of cash and unrestricted Common Stock, and in either case, by payment to the Corporation
of any withholding tax. In no event may successive simultaneous pyramiding be used to exercise a Stock Option. Shares which
otherwise would be delivered to the holder of a Stock Option may be delivered, at the election of the holder, to the Corporation in
payment of federal, state and/or local withholding taxes payable in connection with an exercise.

(7) The Non-Employee Director who holds a Stock Option will have none of the rights of a shareowner with respect to the shares
subject to a Stock Option until such shares are issued upon the exercise of a Stock Option.

(8) Neither the Corporation nor any subsidiary may directly or indirectly lend money to any Non-Employee Director for the purpose
of assisting the individual to acquire shares of Common Stock issued upon the exercise of Stock Options granted under the Plan.

(9) In the event of the termination of service as a Non-Employee Director, other than by reason of death, total and permanent
disability or a Qualified Retirement, a Non-Employee Director who holds an outstanding Stock Option may (unless the Stock Option
shall have been previously terminated) exercise the Stock Option at any time within three (3) months after such termination, but not
after the expiration of the term of the grant, to the extent of the number of shares which were exercisable at the date of the
termination of service.

(10) Except as provided in Section VII(13), in the event of Qualified Retirement a Non-Employee Director who holds an outstanding
Stock Option may exercise the Stock Option to the extent the Stock Option is exercisable or becomes exercisable under its terms,
at any time during the term of the option grant.

(11) In the event of a total and permanent disability, as determined by the Committee, a Non-Employee Director who holds an
outstanding Stock Option may exercise the Stock Option, to the extent the option is exercisable or becomes exercisable under its
terms, at any time within three (3) years after such termination or, if later, the date on which the Stock Option becomes exercisable
with respect to such shares, but not after the expiration of the term of the option grant.
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(12) In the event of the death of a Non-Employee Director who holds an outstanding Stock Option, the Stock Option may be
exercised by a legatee, or by the personal representatives or distributees, at any time within a period of two (2) years after death,
but not after the expiration of the term of the grant. If death occurs while the Participant is serving as a Non-Employee Director, or
after a Qualified Retirement, or during the three-year period specified in Section VIII(11), Stock Options may be exercised to the
extent of the remaining shares covered by the Stock Options whether or not such shares were exercisable at the date of death. If
death occurs during the three-month period specified in Section VIII(9), Stock Options may be exercised to the extent of the
number of shares that were exercisable at the date of death.

(13) Notwithstanding the other provisions of Sections VIII(10) or VIII(12), no option which is not exercisable at the time of a
Qualified Retirement shall become exercisable after such Qualified Retirement if, without the written consent of the Corporation, a
Non-Employee Director engages in a business, whether as owner, partner, officer, employee, or otherwise, or serves as a director
for such business, which is in competition with the Corporation or one of its affiliates, and if the Non-Employee Director�s
participation in such business is deemed by the Corporation to be detrimental to the best interests of the Corporation. The
determination as to whether such business is in competition with the Corporation or any of its affiliates, and whether such
participation by such person is detrimental to the best interests of the Corporation, shall be made by the Corporation in its absolute
discretion, and the decision of the Corporation with respect thereto, including its determination as to when the participation in such
competitive business commenced, shall be conclusive.

SECTION IX

PROHIBITION ON REPRICING AND DISCOUNTED OPTIONS

Notwithstanding any other provision in the Plan, no Stock Option issued under the Plan may be amended or modified in any way
that changes the Exercise Price of the Stock Option, and no Stock Option may be issued with an Exercise Price that is less than
the Fair Market Value of one share of Common Stock on the Grant Date of the Stock Option or in any other way discounted. This
provision shall not limit any adjustments provided by Section XII relating to adjustments upon changes in capitalization.

SECTION X

STOCK APPRECIATION RIGHTS AND OTHER AWARDS

(1) Subject to the terms of the Plan, the Committee may grant any types of Awards other than Stock Options provided for in
Sections VII and VIII, and Restricted Stock provided for in Section XI, including but not limited to SARs. The Committee shall
determine the terms and conditions of such Awards.

(2) The Committee may, subject to the terms of the Plan, grant SARs to Employee and Consultant Participants at any time and
from time to time as shall be determined by the Committee. The Committee may grant Freestanding SARs, Tandem SARs, or any
combination thereof. The Committee shall have complete discretion in determining the number of SARs, subject to the terms of the
Plan, and to determine the terms of the SARs. The grant price of a Freestanding SAR shall equal the Fair Market Value of one
share of Common Stock on the Grant Date. The Exercise Price of Tandem SARs shall equal the Exercise Price of the related Stock
Option.

(3) Tandem SARs may be exercised for all or part of the shares subject to the related Stock Option upon the surrender of the right
to exercise the equivalent portion of the related Stock Option. A related Stock Option is then exercisable.
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(4) Notwithstanding any other provision of the Plan to the contrary, with respect to a Tandem SAR granted in connection with an
Incentive Stock Option: (a) The Tandem SAR shall expire no later than the expiration than the expiration of the Incentive Stock
Option; (b) The value of the payout with respect to the Tandem SAR shall not exceed the excess of the fair market value of the
shares subject to Incentive Stock Option at the time the Tandem SAR is exercised over the Exercise Price under the Incentive
Stock Option; and (c) The Tandem SAR may be exercised only when the fair market value on the date of exercise of the shares
subject to the Incentive Stock Option exceed the Exercise Price of the Incentive Stock Option.

(5) Freestanding SARs may be exercised upon whatever terms and conditions the Committee, in its discretion, impose upon them,
subject, however, to the terms of the Plan.

(6) The term of SARs shall be determined by the Committee, in its discretion; provided that such term shall not exceed 10 years.

(7) Upon exercise of a SAR, a Participant shall be entitled to receive payment from the Corporation in an amount determined by
multiplying: (a) the excess of fair market value of one share of Common Stock on the date of exercise over the Exercise Price, by
(b) the number of shares with respect to which the SAR is exercised. At the discretion of the Committee, the payment upon
exercise of a SAR may be in cash, in share equivalent fair market value, or in a combination thereof.

(8) Its shall be presumed unless the Company determines to the contrary, that all awards to Employees under this Section are
intended to qualify for Performance-Based Exception. If the Committee does not intend an Award to an Employee to qualify for the
Performance-Based Exception the Committee shall reflect its intent in its records in such manner as the Committee determines to
be appropriate. For the purpose of complying with the Performance-Based Exception rule of Section 162(m) of the Internal
Revenue Code, the number of SARs that can be granted to any one Employee in any Fiscal Year shall not exceed 1,000,000
shares, less the number of stock options grant to such Employee during the year. Any Award the value of which is not solely
dependent on value of the stock on which the award is based shall not exceed $4,000,000 for any Employee for the year.

SECTION XI

RESTRICTED STOCK AND STOCK UNITS

(1) Restricted Stock, or Stock Units, may be granted during a Fiscal Year or at any time thereafter. Awards under the Plan may be
granted in the form of Restricted Stock, in the form of Stock Units, or in any combination of both. Restricted Stock or Stock Units
may also be awarded in combination with Stock Options, and such an Award may provide that the Restricted Shares or Stock Units
will be forfeited in the event that the terms of the Award Agreement are not fulfilled.

(2) Awards of Restricted Stock or Stock Units may be made under the Plan to Participants for meeting the stock ownership
requirements as described in the Navistar Executive Stock Ownership Program, as may be amended from time to time by the
Board of Directors, in their sole discretion, or for any other purpose.

(3) Each Award of Restricted Stock or Stock Units shall become vested, in full or in installments, upon satisfaction of the conditions
specified in the Award Agreement. In no event will an Award of Restricted Stock or Stock Units granted under the Plan vest in full
prior to the commencement of the third year anniversary of the Grant Date, except that any Award (or portion thereof) of Restricted
Stock
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or Restricted Stock Units granted under the Plan representing a Non-Employee Director�s first quarterly retainer shall be
immediately vested upon the Grant Date.

(4) The Participant will be entitled to all dividends paid with respect to all Restricted Stock awarded under the Plan during the period
of restriction and will not be required to return any such dividends to the Corporation in the event of the forfeiture of the Restricted
Stock. The Participant also will be entitled to vote Restricted Stock during the period of restriction.

(5) All Restricted Stock certificates awarded under the Plan are to be delivered to the Participant with an appropriate legend
imprinted on the certificate.

(6) In the event a Participant dies while employed by the Corporation or a subsidiary, performing services as a Consultant, or
serving as a Non-Employee-Director of the Corporation, or following a Qualified Retirement or total or permanent disability, the
Restricted Stock or Stock Units will vest as of the date of death and all restrictions shall lapse and the Restricted Stock or Stock
Units will be immediately transferable to the named beneficiary or to the Participant�s estate. Any Restricted Stock or Stock Units
that becomes payable after the Participant�s death shall be distributed to the Participant�s beneficiary or beneficiaries. A
beneficiary designation may be changed by filing the prescribed form with the Secretary of the Corporation at any time before the
Participant�s death. If no beneficiary was designated or if no designated beneficiary survives the Participant, then any Restricted
Stock or Stock Units that becomes payable after the Participant�s death shall be distributed to the Participant�s estate.

(7) In the event a Participant who holds unvested Restricted Stock or Stock Units, terminates employment or service as a
Non-Employee Director with the Corporation by reason of Qualified Retirement or total and permanent disability, the Restricted
Stock or Stock Units will continue to vest according to the terms of the Restricted Stock. In the event a Participant who holds
unvested Restricted Stock or Stock Units, terminates service as a Consultant by reason of total and permanent disability, the
Restricted Stock or Stock Units will continue to vest according to the terms of the Restricted Stock.

(8) In the event a Participant otherwise terminates employment or service as a Consultant or Non-Employee Director, any
Restricted Stock or Stock Units that is not vested forfeits to the Corporation.

(9) Its shall be presumed unless the Committee determines to the contrary, that all awards to Employees under this Section of the
Plan are intended to qualify for Performance-Based Exception. If the Committee does not intend an Award to an Employee to
qualify for the Performance-Based Exception the Committee shall reflect its intent in its records in such manner as the Committee
determines to be appropriate. For the purpose of complying with the Performance-Based Exception rules of Section 162(m) of the
Internal Revenue Code, the maximum Award under this Section of the Plan to any one Employee during any one Fiscal Year shall
not exceed 1,000,000 shares.

SECTION XII

ADJUSTMENTS UPON CHANGES IN CAPITALIZATION

Notwithstanding any other provision of the Plan, the Award Agreements may contain such provisions as the Committee determines
to be appropriate for the adjustment of the number and class of shares, subject to each outstanding Stock Option or SAR, the
exercise prices in the event of changes in, or distributions with respect to, the outstanding Common Stock by reason of stock
dividends, recapitalizations, mergers, consolidations, split-ups, combinations or exchanges of shares,

12

Edgar Filing: Navigator Holdings Ltd. - Form 6-K

Table of Contents 112



Table of Contents

spinoffs and the like, and, in the event of any such changes in, or distribution with respect to, the outstanding Common Stock, the
aggregate number and class of shares available under the Plan and the limits applicable to Awards under the Plan, in each case,
shall be appropriately adjusted by the Committee, whose determination shall be conclusive.

SECTION XIII

ADMINISTRATION OF THE PLAN

Full power and authority to construe, interpret and administer the Plan is vested in the Committee. Decisions of the Committee will
be final, conclusive and binding upon all parties, including the Corporation, shareowners, Employee, Consultants, and
Non-Employee Directors. The foregoing will include, but will not be limited to, all determinations by the Committee as to (a) the
approval of Employees, Consultants, and Non-Employee Directors for participation in the Plan, (b) the amount of the Awards,
(c) the performance levels at which different percentages of the Awards would be earned and all subsequent adjustments to such
levels and (d) the determination of all Awards. Any person who accepts any Award hereunder agrees to accept as final, conclusive
and binding all determinations of the Committee. The Committee will have the right, in the case of Employees or Consultants who
are employed or engaged to perform services, respectively, outside the United States, or Non-Employee Directors not resident in
the United States, to vary from the provision of the Plan to the extent the Committee deems appropriate in order to preserve the
incentive features of the Plan.

SECTION XIV

NON-ASSIGNMENT

Awards under the Plan may not be assigned or alienated. In case of a Participant�s death, the amounts distributable to the
deceased Participant under the Plan with respect to which a designation of beneficiary has been made (to the extent it is valid and
enforceable under applicable law) shall be distributed in accordance with the Plan to the designated beneficiary or beneficiaries.
The amount distributable to a Participant upon death and not subject to such a designation shall be distributed to the Participant�s
estate. If there is any question as to the right of any beneficiary to receive a distribution under the Plan, the amount in question may
be paid to the estate of the Participant, in which event the Corporation will have no further liability to anyone with respect to such
amount.

SECTION XV

WITHHOLDING TAXES

A Participant may elect, subject to the provisions of the applicable Sections of the Plan and the terms of the Award, to pay any
withholding tax due in connection with the exercise of any Stock Option or SAR or upon the vesting of Restricted Stock or the
settlement of any other Award either (i) by cash including a personal check made payable to the Corporation or (ii) by delivering at
fair market value, on the date that the amount of tax to be withheld is determined, unrestricted Common Stock already owned by
the Participant, or (iii) by any combination of cash or unrestricted Common Stock. In addition, the Committee may permit, in the
Award Agreement or otherwise, that in the event that a Participant is required to pay to the Corporation any amount to be withheld
in connection with the exercise, vesting or settlement of an Award denominated in shares, the Participant may satisfy such
obligation (in whole or in part) by electing to have the Corporation withhold a portion of the shares of Common Stock otherwise to
be issued upon exercise, vesting or settlement of such Award equal in
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value to the minimum amount required to be withheld. The value of the shares to be withheld shall be the fair market value on the
date that the amount of tax to be withheld is determined.

SECTION XVI

RIGHTS OF PARTICIPANT

To the extent that any Participant, beneficiary or estate acquires a right to receive payments or distributions under the Plan, such
right will be no greater than the right of a general unsecured creditor of the Corporation. All payments and distributions to be made
hereunder will be paid from the general assets of the Corporation. Nothing contained in the Plan, and no action taken pursuant to
its provisions, shall create or be construed to create any contracted right or trust of any kind or fiduciary relationship between the
Corporation and any Participant, beneficiary or estate.

SECTION XVII

MODIFICATION, AMENDMENT OR TERMINATION

The Committee may modify, amend, or terminate the Plan at any time, provided that, unless the requisite approval of stockholders
is obtained, no amendment shall be made to the Plan if such amendment would (i) increase the number of shares of Common
Stock available for issuance under the Plan or increase the limits applicable to Awards under the Plan, in each case, except as
provided in Section XII; (ii) lower the Exercise Price of the Stock Option or SAR grant value below 100% of the Fair Market Value of
one share of Common Stock on the Grant Date, except as provided in Section XII; (iii) remove the repricing restriction set forth in
Section IX; or (iv) require stockholder approval as a matter of law or under rules of the New York Stock Exchange. No Plan
amendment shall, without the affected Participant�s consent, terminate or adversely affect any right or obligation under any Stock
Option or other Award previously granted under the Plan.

SECTION XVIII

RESERVATION OF SHARES

(1) The total number of shares of Common Stock reserved and available for delivery pursuant to this Plan is 3,250,000 shares of
Common Stock. The number of shares authorized and available shall be increased by shares of Common Stock subject to an
option or award under this Plan or any other plan, including the Navistar 1994 Performance Incentive Plan, the Navistar 1998
Supplemental Stock Plan, or the 1998 Non-Employee Director Stock Option Plan, that is cancelled, expired, forfeited, settled in
cash or otherwise terminated without a delivery of shares to the Participant of the plan, including shares used to pay the option
exercise price of an option issued under the Plan or any other plan or to pay taxes with respect to such an option.

(2) In order to provide a limitation on the number of shares that may be issued as Incentive Stock Options as provided by the Code,
no more than 1,000,000 shares of Common Stock, or if less the number of shares that may be issued under the Plan, shall be
granted as Incentive Stock Options in any calendar year. Such shares may be in whole or in part, as the Board of Directors shall
from time to time determine, authorized and unissued shares of Common Stock or issued shares of Common Stock which shall
have been reacquired by the Corporation.

(3) In order to provide a limitation on the number of shares that may be issued as Restricted Stock, Stock Units, SARs, and Awards
other than Stock Options, no more than 1,000,000 shares of
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Common Stock that may be issued under the Plan shall be granted as Restricted Stock, Stock Units, SARs, or Awards other than
Stock Options.

SECTION XIX

RIGHTS OF EMPLOYEES

Status as an Employee shall not be construed as a commitment that any one or more Awards will be made under this Plan to an
Employee or to Employees generally. Status as a Participant shall not entitle the Participant to any additional future Awards.
Nothing in the Plan will confer on any Employee or Participant any right to continue in the employ of the Corporation or any of its
subsidiaries or interfere with or prevent in any way the right of the Corporation or any of its subsidiaries to terminate an Employee
or Participant�s employment at any time for any reason.

SECTION XX

CHANGE IN CONTROL

Notwithstanding any provision contained herein to the contrary, in the event of a Change in Control, all awarded Restricted Stock
and Stock Units will immediately be free of all restrictions and performance contingencies and will be deemed fully earned and not
subject to forfeiture and all outstanding Stock Options governed by the Plan will be immediately exercisable and shall continue to
be exercisable for a period of three (3) years from the date of the Change in Control regardless of the original term or employment
status, except that the term of any Incentive Stock Option shall not be extended beyond ten (10) years from the date of grant.

SECTION XXI

LIMITATION OF ACTIONS

Every right of action by or on behalf of the Corporation or any shareowner against any past, present or future member of the Board
of Directors, officer or Employee arising out of or in connection with the Plan will, irrespective of the place where action may be
brought and irrespective of the place of residence of any such director, officer or Employee, cease and be barred by the expiration
of three (3) years from whichever is the later of (a) the date of the act or omission in respect of which such right of action arises or
(b) the first date upon which there has been made generally available to shareowners an annual report of the Corporation and a
proxy statement for the annual meeting of shareowners following the issuance of such annual report, which annual report and
proxy statement alone or together set forth, for the related period, the aggregate amount of Awards under the Plan during such
period; and any and all right of action by an Employee, Consultant, or Non-Employee Director (past, present or future) against the
Corporation arising out of or in connection with the Plan shall, irrespective of the place where action may be brought, cease and be
barred by the expiration of three (3) years from the date of the act or omission in respect of which such right of action arises.

SECTION XXII

GOVERNING LAW

The Plan will be governed by and construed in accordance with applicable Federal laws and, to the extent not inconsistent
therewith or pre-empted thereby, with the laws of the State of Delaware
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(without regard to the conflicts of laws provisions of that State or any other jurisdiction), including applicable regulations, rules, and
such other applicable authorities thereunder (�Applicable Law�). Accordingly, for the avoidance of doubt, the receipt, exercise,
issuance, and disposition, as appropriate, of any Award, Common Stock, Stock Option, or other incentive or award under the Plan
is expressly conditioned upon and subject to any and all limitations, restrictions, prohibitions, or such other conditions imposed by
Applicable Law, including, but not limited to, applicable Federal and state securities law. Without limiting the generality and
applicability of the foregoing and notwithstanding any provision of the Plan to the contrary, if and to the extent any amounts payable
or benefits provided under this Plan are subject to, and would otherwise violate, the requirements of Section 409A of the Internal
Revenue Code, including applicable regulations, rules, and such other applicable authorities thereunder (�Code Section 409A�),
such amounts or benefits shall be paid or provided under such other conditions, determined by the Committee in its sole discretion,
that cause the provision of such amounts or benefits to comply with, or not to be subject to, Code Section 409A and this Plan shall
be construed and administered accordingly to achieve that objective.

SECTION XXIII

EFFECTIVE DATE

The effective date of the Plan shall be February 17, 2004 (the �Effective Date�), subject to approval by the stockholders at the
Corporation�s Annual Meeting to be held on February 17, 2004, or any adjournment thereof. The Plan shall continue in effect for
ten (10) years from the Effective Date, expiring February 16, 2014. No Awards may be granted under the Plan subsequent to
February 16, 2014, but Awards theretofore granted may extend beyond that date in accordance with their terms.
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NAVISTAR INTERNATIONAL CORPORATION

4201 WINFIELD ROAD

P.O. BOX 1488

WARRENVILLE, IL 60555

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and
for electronic delivery of information up until 11:59 P.M.
Eastern Time the day before the cut-off date or meeting
date. Have your proxy card in hand when you access the
web site and follow the instructions to obtain your records
and to create an electronic voting instruction form.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting
instructions up until 11:59 P.M. Eastern Time the day
before the cut-off date or meeting date. Have your proxy
card in  hand when you ca l l  and then fo l low the
instructions.

You may vote by telephone or Internet 24 hours a day, 7
days a week. Your telephone or Internet vote authorizes
the named proxies in the same manner as if you had
executed a proxy card.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the
postage-paid envelope we have provided or return it to
Vote Processing, c/o Broadridge, 51 Mercedes Way,
Edgewood, NY 11717.

ELECTRONIC DELIVERY OF FUTURE PROXY
MATERIALS

If you would like to reduce the costs incurred by us in
mailing proxy materials, you can consent to receiving all
future proxy statements, proxy cards and annual reports
electronically via e-mail or the Internet. To sign up for
electronic delivery please visit our Investor Relations
Website at http://ir.navistar.com.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS: NAVST1 KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

N A V I S T A R  I N T E R N A T I O N A L
CORPORATION

For
All

Withhold
All

For All
Except

To withhold authority to vote for any individual
nominee(s), mark �For All Except� and write the
number(s) of the nominee(s) on the line below.
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T H E  B O A R D  O F  D I R E C T O R S
RECOMMENDS A VOTE �FOR� ITEMS 1, 2
AND 3.

¨ ¨ ¨ _________________________________________

Vote on Directors
1.    ELECTION OF DIRECTORS

Nominees:

01)  Y. Marc Belton

02)  Terry M. Endsley

03)  Michael N. Hammes

Vote on Proposal

For Against Abstain
2.    Vote to ratify the selection of KPMG LLP as our independent registered public accounting firm. ¨ ¨ ¨

3.    Vote to approve the material terms of the measurements and goals set forth in our 2004 Performance Incentive Plan. ¨ ¨ ¨

The foregoing items of business are more fully described in the Proxy Statement accompanying this card. The Board of
Directors of the Company has fixed the close of business on January 2, 2009, as the record date for the determination of
stockholders entitled to notice of, and to vote at, the Annual Meeting and at any adjournment or postponement thereof.

This proxy is solicited on behalf of the company�s Board of Directors. The shares represented by this proxy will be voted in
accordance with the instruction given by the undersigned stockholder(s). The Board of Directors recommends a vote For
each of the above proposals.

For address changes and/or comments, please check this
box and write them on the back where indicated.

¨

Please indicate if you plan to attend this
meeting.

¨ ¨

Yes       No

(NOTE: Please sign exactly as your name(s) appear(s)
hereon. All holders must sign. When signing as attorney,
executor, administrator, or other fiduciary, please give full
title as such. Joint owners should each sign personally. If a
corporation, please sign in ful l  corporate name, by
authorized off icer.  I f  a partnership, please sign in
partnership name by authorized person.)

S i g n a t u r e  [ P LEASE  S IGN
WITHIN BOX] Date Signature (Joint Owners) Date
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ADMISSION TICKET

(Not Transferable)

NAVISTAR INTERNATIONAL CORPORATION

2009 Annual Meeting of Stockholders

Tuesday, February 17, 2009

11:00 a.m. Central Standard Time

Hyatt Lisle Hotel

1400 Corporetum Drive

Lisle, Illinois 60532

PHOTO IDENTIFICATION WILL BE REQUIRED

Please present this admission ticket in order to gain admittance to the meeting. This ticket admits only the stockholder listed on the
reverse side and is not transferable.

Important Notice Regarding Internet Availability of Proxy Materials for the Annual Meeting: The Notice and Proxy Statement
and Annual Report and Form 10-K Wrap are available at www.proxyvote.com.

� � �  � �  �  � �  � �  �  �  � �  �  �  � �  �  �  � � � �  � �  �  � �  � �  �  �  � �  �  �  � �  �  �  � �  �  � �  �  �  � �  � �  � �  � �  �  �  � �  � � 
� �  � � �  � 

NAVISTAR INTERNATIONAL CORPORATION

PROXY AND VOTING INSTRUCTION

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS - FEBRUARY 17, 2009
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At the Annual Meeting of Stockholders of Navistar International Corporation (the �company�) on February 17, 2009, or at any
adjournments thereof, the undersigned hereby appoints Daniel C. Ustian, Terry M. Endsley and Steven K. Covey, and each of
them, proxies with power of substitution to vote, as indicated on the matters set forth on the reverse side hereof and in their
discretion upon such other business as may properly come before the meeting.

This card also serves to instruct the trustee of each defined contribution plan sponsored by the company or any of its subsidiaries
how to vote the shares of the company�s stock credited to the accounts of the undersigned under any such plan at the close of
business on January 2, 2009, as directed herein on the matters listed on the reverse side, and, in their discretion, on any other
matters that may come before the meeting. To the extent that the trustee has not received the directions from the undersigned by
February 12, 2009, the trustee will act in accordance with the Employee Benefit Plan documents.

You are encouraged to specify your choices by marking the appropriate boxes. However, if you wish to vote in
accordance with the Board of Directors� recommendations, simply sign and return this card.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED AS DIRECTED BY THE STOCKHOLDER(S). IF NO SUCH
DIRECTIONS ARE MADE, THIS PROXY WILL BE VOTED FOR THE ELECTION OF THE NOMINEES LISTED ON THE
REVERSE SIDE FOR THE BOARD OF DIRECTORS AND FOR EACH PROPOSAL.

Address Changes/Comments: ______________________________________________________________

    ________________________________________________________________________________________    

(If you noted any Address Changes/Comments above, please mark corresponding box on the reverse side.)

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY USING THE ENCLOSED REPLY ENVELOPE

CONTINUED AND TO BE SIGNED ON REVERSE SIDE
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