Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

CATERPILLAR®

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2015

OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 1-768

CATERPILLAR INC.

(Exact name of registrant as specified in its charter)

Delaware 37-0602744
(State or other jurisdiction of incorporation) (IRS Employer I.D. No.)
100 NE Adams Street, Peoria, Illinois 61629
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code:
(309) 675-1000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller

CEINT

reporting company. See definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer O

Non-accelerated filer O Smaller reporting company O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes OO No

At June 30, 2015, 602,632,543 shares of common stock of the registrant were outstanding.




Table of Contents

Part 1. Financial Information
Item 1.
Item 2.

Item 3.
Item 4.

Part I1. Other Information
Item 1.
Item 1A.
Item 2.
Item 3.
Item 4.
Item 5.
Item 6.

Table of Contents

Financial Statements

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

Quantitative and Qualitative Disclosures About Market Risk
Controls and Procedures

Legal Proceedings

Risk Factors

Unregistered Sales of Equity Securities and Use of Proceeds
Defaults Upon Senior Securities

Mine Safety Disclosures

Other Information

Exhibits

* Item omitted because no answer is called for or item is not applicable.

59

95
95

96

96

97



Table of Contents

Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)

Three Months Ended
June 30,
2015 2014

Sales and revenues:

Sales of Machinery, Energy & Transportation............c.eceeveruereerreseesieseenieeieseeeeeseeesessnennes 11,583 $ 13,391

Revenues of Financial PrOAUCES .........ccccoiviririniineieceeee e 734 759

Total SAIES ANA TEVETIUES .......eveeeeeeeie ettt et ete e et e e e e e et e e eeaeeeeenaeeeeneeeenaeeeennees 12,317 14,150
Operating costs:

COSt Of ZOOAS SOIA ..ottt e e e ase st e teeseenseeneenes 8,762 10,197

Selling, general and adminiStrative EXPENSES........veverreeruereierierierreseesteeeesseeeesseeeesseesesseenses 1,389 1,437

Research and development EXPEnSES........ceveruerieriirrieriieieeieteeieste e sseeeeseeeseseeeeesseeneeeneenes 532 516

Interest expense of Financial Products............cccevieiirieiiinieieiet e 148 153

Other operating (INCOME) EXPEISES ......ververurerrerrerrerresseeseeseesseseesseseessesssesseessesseessesseesseseenes 356 372

TOtal OPETALING COSES....eevieuiitieiietieie et eerte et et ete st et e st e e e et e e e aee et eneesseeneeseeensesneensesneenseeneenes 11,187 12,675
OPerating Profit.............ocooiiiiiiiiiiiicieceee e ae et et e et e e e e be e aaeebaeeraeenbeenees 1,130 1,475

Interest expense excluding Financial Products............ccoeevieieviieieniieiiieceeceeie e 125 120

Other INCOME (EXPEIISE)...ecuvirierrierieriireesteetesteetesteesasteeseeseessesseesseessesseessesssessesssessesssesesssenns (13) 65
Consolidated profit before taxes .............cccoviiiiiiiiiiiiiie e 992 1,420

Provision (benefit) fOr INCOME tAXES .....evvirrerierieiieieeiieieeteie ettt ere e eee e esae e eseeseenseeseenes 283 419

Profit of consolidated COMPANIES ..........ccceecveriiriieriieieeieeee e 709 1,001

Equity in profit (loss) of unconsolidated affiliated companies............cceeerverierierieneenirennne 2 1
Profit of consolidated and affiliated companies....................cccoeeiiiiiiiiiiciiie e, 711 1,002
Less: Profit (loss) attributable to noncontrolling interests ............ecerereereeriereenenieeeeeeeenee 1 3
PLOFIE ..ot 710 $ 999
Profit per commoOn ShATe ................cccoiiiiiiiiiic e e 1.18 § 1.60
Profit per common share — diltuted 2................o.coocoouiiuiimieeeeeeeeee e 1.16 $ 1.57
Weighted-average common shares outstanding (millions)

— BASEC. ettt sttt ettt aeens 603.2 626.3
S DHIIEEA ? ..o 610.7 638.3

Cash dividends declared per common share.....................cocoiiiiiiniin e 147 § 1.30

' Profit attributable to common stockholders.

? Diluted by assumed exercise of stock-based compensation awards using the treasury stock method.

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Consolidated Statement of Comprehensive Income
(Unaudited)
(Dollars in millions)

Three Months Ended
June 30,
2015 2014
Profit of consolidated and affiliated cOMPANIES ...................ccocoiieiiiiiiieciccceeeeeeeccee e $ 711 $ 1,002
Other comprehensive income (loss), net of tax:
Foreign currency translation, net of tax (provision)/benefit of: 2015 - $30; 2014 - $(8) c.evvevveveerevreeeeeeienne. 216 28
Pension and other postretirement benefits:
Current year actuarial gain (loss), net of tax (provision)/benefit of: 2015 - $(12); 2014 - $(5) ...ceevenre..... 19 10
Amortization of actuarial (gain) loss, net of tax (provision)/benefit of: 2015 - $(56); 2014 - $(44).......... 109 86
Current year prior service credit (cost), net of tax (provision)/benefit of: 2015 - $0; 2014 - $0 ............... — 1
Amortization of prior service (credit) cost, net of tax (provision)/benefit of: 2015 - $5;2014-$4.......... ) 6)
Derivative financial instruments:
Gains (losses) deferred, net of tax (provision)/benefit of: 2015 - $(7); 2014 - $6 ...cvevveverivreeeieeienee, 11 (11)
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2015 - $(15); 2014 - $3............ 25 %)
Available-for-sale securities:
Gains (losses) deferred, net of tax (provision)/benefit of: 2015 - $4; 2014 - $(8) .vevveveveirieeeieerieienee (6) 15
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2015 - $0; 2014 - $0 ................ (1) —
Total other comprehensive income (108S), NEt OF tAX .....ecvervirieierierieieeee ettt aeseeas 364 118
COMPIENENSIVE INCOIMNE ....vieuiiiiitieiieiesteeetetesteestetesteesteteseeseessessesseassassenseessessensesseessensesseessensesssassensessenssensessens 1,075 1,120
Less: comprehensive income attributable to the noncontrolling iNterests ...........ccvevverierieceerieseeieiereseeeeeeenes 7 3)
Comprehensive income attributable to stockholders ..................cccooiiiiiiiiniiee e § 108 § 1117

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)

Six Months Ended
June 30,
2015 2014

Sales and revenues:

Sales of Machinery, Energy & Transportation............c.ccueeveevereereseesreseesseeseesseeeesseesesseennes 23,544 $ 25,884

Revenues of FINancial PrOAUCES ........c..ooovviiiiiiiiieie ettt e 1,475 1,507

TOtal SAIES ANA TEVETIUES .......vvieieeiieceeeee ettt ettt e et e e e e e et e e e et e e e eaeeesaaeesenaeeeenneeeennes 25,019 27,391
Operating costs:

COSt OF ZOOAS SOIA ...ttt et e b e s re e besse e beesbebeesbenseenseeseenes 17,605 19,634

Selling, general and admiNiStrative EXPENSES......vvevverreeierreerierreeresieereereesseeseesseeseessessesseenes 2,707 2,729

Research and development EXPENSES........ciueuirierririeriieienrieteneesseseeesseseesseessesseessesseessesseenns 1,078 1,024

Interest expense of Financial ProductS...........occvevvieieriieienieieceeie et 298 313

Other operating (INCOME) EXPEISES .....veeverrrerrerierreeresseererseesesseessesssessesssessesssessesssessesssesseenss 674 818

TOtal OPETALING COSES....eeviriiriieieriieteieeiestete et et e et e teessesseessesseessesseessesssesseasseseessenseessenseenns 22,362 24,518
OPerating Profit.............ccocooiiiiiiiiiieeeee et eae s 2,657 2,873

Interest expense excluding Financial Products...........cccccceeeverininininincnenenicieecececscnnens 254 230

Other INCOME (EXPEIISE)....evrrueruirteriiriintenienteteteteteatest et et ete st sttt esbeste st enbessentesseneeneeseenesuessens 144 119
Consolidated profit before taxes ...............ccooviiiiiiiiiiiiceceee e 2,547 2,762

Provision (benefit) for INCOME tAXES .....cccvierieeiieiieeiieeie et eree et e e etee e saeeebeeseaeesseenes 726 837

Profit of consolidated COMPANIES ..........cceeiiiriieiiiiieiieee et 1,821 1,925

Equity in profit (loss) of unconsolidated affiliated companies............cccoeevevreieniiereneeneenennn, 4 2
Profit of consolidated and affiliated companies....................oociriiiiiiiniiniiie 1,825 1,927
Less: Profit (loss) attributable to noncontrolling iNterests ............coceverererienenerieieeeenenenceens 4 6
PLOTI Lottt 1821 $ 1,921
Profit per common SHATe ...................cooiiiiiiiiieec ettt 3.01 § 3.06
Profit per common share — diluted B e 298 $ 3.00
Weighted-average common shares outstanding (millions)

S BASIC ..ttt b bbb e b e st e st et b eteeneeneeteens 604.1 626.8
DHIIEEA ® ..o 611.8 639.3

Cash dividends declared per common share....................c.occoeviiiiiniiieniiieeeeee e 147 § 1.30

1

Profit attributable to common stockholders.

2 Diluted by assumed exercise of stock-based compensation awards using the treasury stock method.

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Consolidated Statement of Comprehensive Income
(Unaudited)
(Dollars in millions)

Six Months Ended
June 30,
2015 2014
Profit of consolidated and affiliated companies .......................cccooiiiiiiiiiiiiicc e $ 1825 § 1,927
Other comprehensive income (loss), net of tax:
Foreign currency translation, net of tax (provision)/benefit of: 2015 - $(55); 2014 - $(8) .evevevververveereriennne (575) 67
Pension and other postretirement benefits:
Current year actuarial gain (loss), net of tax (provision)/benefit of: 2015 - $(14); 2014 - $(5) ...ccvevrveneee 24 10
Amortization of actuarial (gain) loss, net of tax (provision)/benefit of: 2015 - $(112); 2014 - $(88)........ 218 172
Current year prior service credit (cost), net of tax (provision)/benefit of: 2015 - $0; 2014 - $0 ............... — 1
Amortization of prior service (credit) cost, net of tax (provision)/benefit of: 2015 - $9; 2014 - $7.......... (18) (12)
Derivative financial instruments:
Gains (losses) deferred, net of tax (provision)/benefit of: 2015 - $2; 2014 - $16....ccevvevveieinerieieieees 3) 27
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2015 - $(29); 2014 - $6............ 49 (10)
Available-for-sale securities:
Gains (losses) deferred, net of tax (provision)/benefit of: 2015 - $0; 2014 - $(11) .eovevveveeeeenierieieireens 2 23
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2015 - $1; 2014 - $4 ................ 3) (10)
Total other comprehensive income (10Ss), NEt OF tAX ....c.cvuivvirieiriririeieieeree et (306) 214
COMPIENENSIVE INCOIMNE ....vieuviuiiiieiieieitieetetesteettetesteesteaesseeseessessesseassassesseessessessesssassessesseessansesssassensessesssessessans 1,519 2,141
Less: comprehensive income attributable to the noncontrolling iNterests ...........ccvevvevierieeerieneeceeriereeeeeeeeenes 4 (5)
Comprehensive income attributable to stockholders ...................cccoooiiiiiiiniiiee e § 1523 § 2,136

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Dollars in millions)

June 30, December 31,
2015 2014
Assets
Current assets:
Cash and short-term INVESLIMENTS ..........cc.ceovuiiiiiiiieeeeeeeeetee et e eeeeeeeeeeaeeeeaeeeeseeeeseeeeseeenseeeeneeenns $ 7,821 $ 7,341
Receivables — trade and Other..............oooviiiiiiioiii e eeae e 7,212 7,737
ReCeIVADIES — FINANCE .......ccuviiiiiieiie ettt e e et e et e eae e eteeeeaaeean 9,213 9,027
Deferred and refundable INCOME tAXES .......ccouviiiriieiie ittt ettt et e eaae e 1,441 1,739
Prepaid expenses and Other CUITENE ASSEES........c.erueirtirieeirietieieieeeete ettt neenea 859 818
TIIVEINTOTIES ..ttt ettt e e et e e et e et e e eeaeeeeneeesneeeneeesnneesnseeenseeesnsesenseesnneeeanes 11,681 12,205
TOLAL CUITEIIE ASSEES ..evvviiveieeeeee ettt eetee e et e eetee e et e et e eeaee e et e eaeseeaeeeeneeeeeaesseaeeeensesensesensseeensesensesenseeeanes 38,227 38,867
Property, plant and €qUIPMENT — NET.......c.ccververririieieieieietetete e sie e see e ereeseeseessessessessesseeseesaessensenes 16,136 16,577
Long-term receivables — trade and Other ...........ccivieieieirieieeere et 1,290 1,364
Long-term receivables — finance ..........cccceeeveeveneennen. 13,698 14,644
Investments in unconsolidated affiliated companies 229 257
Noncurrent deferred and refundable income taxes..... 1,473 1,404
INEANGIDIE ASSEES ... ueveueeuiteiietetet ettt ettt ettt b ettt ettt b et e et e sttt et ne et enen 2,863 3,076
GOOAWILL ...ttt e bt ettt et e st e s e besteesessesseeseeseentensensansenseaseeseesaessensenes 6,550 6,694
OBRET @SSELS ...t etee ettt e ee e et e et e et e et e eeaeeeeaaeeeaeseeaeeeenaeeeeaeeeeaeeeenseeeeseseesseeesesenteeennreeanes 1,776 1,798
TORAL ASSELS.......c..iciiiiiiieiiiieeeeecteeet ettt et et e e st e e te e beeste e beesbeeabeesaeeaseesaeesaeeaeesseebeebeebeenbeenbeenaeenaann $ 82242 3§ 84.681
Liabilities
Current liabilities:
Short-term borrowings:
Machinery, Energy & Transportation............c.coeeueereirenieeneniniineesieieeesee e $ 14 3 9
FINANCIAl PIOAUCES .....ovviiieiiiceiee ettt eaae e e e eaeeeeneeean 6,226 4,699
ACCOUNES PAYADIC ....vevieieieiiecieeeeteee ettt ettt st e st sae s bt se st e et e b e beebeebeeneeneeneennenee 5,862 6,515
ACCTUCH EXPEIISES ....vveuveneeierierteeteeitettest et et ettt e e bt e bt eat e st e st et e teseesbesbesseeseestententenbenbebesbeeneeneeneensenee 3,311 3,548
Accrued wages, salaries and employee DEenefits .........cceceveriririneneniiieeeeeeeeeeee 1,597 2,438
CUSTOMET AAVAINCES......uuiiiuiiietiieetieeeieeeeteeeete e et e eeteeeeteeebeeeeaeeeasseseeseeeasseeasseseseeeasseeasseseseeensseaanns 1,754 1,697
DiIvIAENdS PAYADIC .....cvecvieeietieiieieieieiete ettt ettt e se b b e st e teereeaeeseeseentenean 463 424
Other CUITENt LHADIIITIES. ......eeieviiieeiie ettt e et e et e eaeeeeaeeeenaeseeseeeenneeenes 1,744 1,754
Long-term debt due within one year:
Machinery, Energy & TransSportation...........coeeeeeeieierienienieniesieeieeieetetesteseesee e s seeseeneeneas 12 510
FINAncial PrOAUCES .....ccouiiiiiiieieceeee ettt ettt et e et e et e e eateeeareeeneas 4,623 6,283
Total CUITENE HADIIITIES .......eeiviieeeee ettt ettt ettt ettt et e et e e e et e eteeeaeeeteeeteeseereenseenseeneeens 25,606 27,877
Long-term debt due after one year:
Machinery, Energy & Transportation............c.oceeeererieinieinienieesiecsieeesie et 9,497 9,493
FINANCIAL PIOAUCES ...ooovviiieiiiceie ettt et e e et e eteeeeaaeeenaeeensesennneeenes 17,948 18,291
Liability for postemployment DENEfits..........ceeiririeieieiiieieierie et 8,759 8,963
OMREr HADIIITIES ...ecvviiiiie ettt ettt e et e e et e eeaaeeeaeeeeaeeeeaaeeeaeeeesaeeenneeanns 3,271 3,231
Total HADIIILIES...........c.ooviiiiiiiicceee ettt ettt ettt et et e b e b e sbesbeebeetsessesseseeneens 65,081 67,855
Commitments and contingencies (Notes 10 and 13)
Stockholders’ equity
Common stock of $1.00 par value:
Authorized shares: 2,000,000,000
Issued shares: (6/30/15 and 12/31/14 — 814,894,624) at paid-in amount..............co.....ccoevvverrrrrveennnee. 5,142 5,016
Treasury stock (6/30/15 — 212,262,081 shares; 12/31/14 — 208,728,065 shares) at cost............c....... (16,144) (15,726)
Profit employed in the DUSINESS......cceeieierieieiitieeeceeetet ettt see et sae b e bessesbeeseesaesaensenes 34,823 33,887
Accumulated other comprehensive iNCOME (10SS) .......evvererirrierierieriietieieieieteete et eeeneens (6,729) (6,431)
INONCONITOIING TNEEIESTS. ....ueeuteuteterteetieiteitet ettt sttt ettt et et st sttt eseest et e s e sesbesbeebeeseeneeneenean 69 80
Total StOCKhOIAErS® EQUILY............cceeiiiiiiiiieiecie et e e e sbe e beebeenbeesseessessaanes 17,161 16,826
Total liabilities and stockholders’ equity................cccooieiieiieriiiieeee e $ 82242 3§ 84.681

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.

Consolidated Statement of Changes in Stockholders’ Equity

(Unaudited)
(Dollars in millions)
Profit Accumulated
employed other
Common  Treasury in the comprehensive ~ Noncontrolling
stock stock business income (loss) interests Total

Six Months Ended June 30,2014
Balance at December 31,2013 .............cccocoooviiiiiiiiiecce e $ 4709 $(11,854) $ 31,854 $ (3,898) §$ 67 $ 20,878
Profit of consolidated and affiliated companies............cccoccererueunee. — — 1,921 — 6 1,927
Foreign currency translation, net of tax .........c.cocveevnecrcnnccnenenens — — — 68 (1) 67
Pension and other postretirement benefits, net of tax..........c.ceeueee. — — — 171 — 171
Derivative financial instruments, net of taX.........ccococvevererereeinennns — — — 37 — 37)
Available-for-sale securities, net of taX...........cccveeeevevieveeiiieceeenen. — — — 13 — 13
Change in ownership from noncontrolling interests............c.co.e.c..... — — — — 2 2
Dividends declared — — (814) — — (814)
Distribution to noncontrolling interests .............cocovevererrecrenerenenn. — — — — 7 (7)
Common shares issued from treasury stock for stock-based

compensation: 8,134,995..........cccoeuiurierereeieieee s (86) 280 — — — 194
Stock-based compensation EXPense.........c.couvveveeruruererireerereneereennnnes 137 — — — — 137
Net excess tax benefits from stock-based compensation.................. 130 — — — — 130
Common shares repurchased: 18,110,735 ' ......cco.ccoovomrvirrrciriinrs — (1,738) — — — (1,738)
Balance at June 30, 2014 ...............ccocoiiiiiiiee e $ 4890 $(13,312) $§ 3291 $ (3,683) $ 67 $ 20,923
Six Months Ended June 30, 2015
Balance at December 31,2014 .................ococooeeveeveieeeeee e $ 5016 $(15726) $ 33,887 $ (6,431) $ 80 $ 16,826
Profit of consolidated and affiliated companies............c.ccoervrerrennne — — 1,821 — 4 1,825
Foreign currency translation, net of taX ...........coceeevveeevereniecnenienns — — — (567) ®) (575)
Pension and other postretirement benefits, net of taX .............cccueuee — — — 224 — 224
Derivative financial instruments, net of tax.. — — — 46 — 46
Available-for-sale securities, net 0f taX.........cooveeveerieeerereniecsenienns — — — (1) — (1)
Dividends declared.............covvererieinenieieeeeee e — — (885) — — (885)
Distribution to noncontrolling interests ............ceceveeeerenererenennne — — — — (7) (7)
Common shares issued from treasury stock for stock-based

compensation: 2,674,058............ 74 107 - - - 33
Stock-based compensation expense 193 — — — — 193
Net excess tax benefits from stock-based compensation.................. 7 — — — — 7
Common shares repurchased: 6,208,074 ' ..........ccocovvevvvrvvereern. — (525) — — — (525)
Balance at June 30, 2015 .............cccccoiiiiiiiieeeee e $ 5142 $(16,144) $ 34823 § 6,729) $ 69 §$ 17,161

! See Note 11 regarding shares repurchased.

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Consolidated Statement of Cash Flow
(Unaudited)

(Millions of dollars)

Six Months Ended
June 30,
2015 2014
Cash flow from operating activities:
Profit of consolidated and affiliated COMPANIES.........ccooveieririeiiriieieieeeee e $ 1,825 $ 1,927
Adjustments for non-cash items:
Depreciation and amOTtiZAtION ..........c.erueuerueirierieieiee ettt se b ebeneas 1,514 1,570
ONET .ttt h ettt b et b et s et b et b et be s 120 240
Changes in assets and liabilities, net of acquisitions and divestitures:
Receivables — trade and Other..........c..ccoiiiiiiiiiniiinii e 383 251
IIIVEIEOTIES ..ottt ettt ettt et et b e e bt sbeee e st et et e b e s besbe bt e st e st eneeneensebennes 332 (439)
ACCOUNES PAYADIC ...ttt sttt ettt sttt ettt (326) 438
ACCIUCH EXPEIISES ....nvnitenietitesietetetteteseateeeseateseeseseseaseneese e eseaseneese s eaesbeneeteeeseaseneeseeeneasens (71) 7
Accrued wages, salaries and employee Denefits ...........cooeceveeireneineniineecee e (801) 283
CUSLOMET AAVANCES. ... evievieeieiienieiestestesteeteeseestestesessessesseesessesssessessessessessessessesssessessensensensenses 98 (14)
OLhEr @SSEES — TICL...c.vivieiieiieiieiietete ettt ettt e sttt ste e st et et e besbesaesseeseeneeneeneensansansennas 85 (105)
Other liabilities —net.......c..cceevveeveeeereennenne. 199 (24)
Net cash provided by (used for) operating activities... 3,358 4,134
Cash flow from investing activities:
Capital expenditures — excluding equipment leased t0 Others .........cceevevverieriinieieieieieeesie e (656) (710)
Expenditures for equipment leased t0 Others ..........ccooeriririririeieieeeeeeeeeeee e (815) (825)
Proceeds from disposals of leased assets and property, plant and equipment...........ccccovereerueruennene 367 442
Additions to fINANCE TECEIVADIES ........coviriiriiriirieriieteteee ettt ettt (4,577) (5,760)
Collections of fINANCE TECEIVADIES. .........c.eovviiiieieeie ettt ettt ete et ereeae s 4,477 4,719
Proceeds from sale of finance receivables ..........cocviriireiiinii e 74 104
Investments and acquisitions (net of cash acqUITed).........cceeerereeierienienieieseceeceeee e (63) (15)
Proceeds from sale of businesses and investments (net of cash sold)... 168 139
Proceeds from Sale Of SECUITLIES ......c.erveruiriiriiririieietee ettt ettt sttt sae e e 128 222
INVESEMENTS 1N SECUITEIES ...euvvereieitieirieiteeiteeteeteeteeteettesteesteesseesseeseesseesseassesssasseesseesseesseesseessansseanen (119) (673)
OTNET — NMET..uiiuiiieieieeie ettt ettt ettt et e b e b et e st e e teeteeseeseessessessensaseeseeseessassessassansassessenns (75) (25)
Net cash provided by (used for) INVeStiNg ACIVILIES .......c.eruerreirieiriiieeriereeee e (1,091) (2,382)
Cash flow from financing activities:
DiIVIAENAS PAIA. ...cneenteiititiet ettt b et a ettt b e sh et a e nt st et enae b naens (846) (757)
Distribution to NONCONTOIIING INEETESES. ......eeuerueriieieieierierterteet ettt ettt 7 7
Contribution from noncontrolling interests............ccccverveeeene — 2
Common stock issued, including treasury shares reissued 33 194
Treasury shares purchased..........cocevvervieieieieieiieieiesereeene (525) (1,738)
Excess tax benefit from stock-based cOmMPENSAtion...........coeevereeierierienienieneseeeeeeeiee e 18 131
Proceeds from debt issued (original maturities greater than three months):
Machinery, Energy & Transportation..........ceceeveeerierierierienenenieteieniesesie sttt 3 1,990
FINANCIAL PIOAUCTS .....evveieieceeeeeeeeee ettt ettt ettt e et e eaeeerseeseeereeeseereeneenns 3,688 4,961
Payments on debt (original maturities greater than three months):
Machinery, Energy & TransSportation...........c.ececververierieseeeseseeieniesiesseseessessesssessesessessensenses (509) (770)
Financial Products (5,580) (5,574)
Short-term borrowings — net (original maturities three months or 1€SS) .......cceceveveeieierienieniennenne. 1,972 1,749
Net cash provided by (used for) financing aCtiVItIES .........eeoveruererereririeieiererteseeeeteee et (1,753) 181
Effect of exchange rate changes on cash...........ocoiieiiiiiiiiie e (34) (87)
Increase (decrease) in cash and short-term investments...................ccccevereninieneeceeceerieneseeene 480 1,846
Cash and short-term investments at beginning of Period ...........cceeveieriecierierereneeeeeeeeeeeee e 7,341 6,081
Cash and short-term investments at end of PEriod ...........cceveriririeieiieieieeree e $ 7,821 $ 7,927

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or less, are considered to be cash
equivalents.

See accompanying notes to Consolidated Financial Statements.
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1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. Nature of operations
Information in our financial statements and related commentary are presented in the following categories:

Machinery, Energy & Transportation — Represents the aggregate total of Construction Industries, Resource
Industries, Energy & Transportation and All Other operating segments and related corporate items and eliminations.

Financial Products — Primarily includes the company’s Financial Products Segment. This category includes
Caterpillar Financial Services Corporation (Cat Financial), Caterpillar Financial Insurance Services (Insurance
Services) and their respective subsidiaries.

B. Basis of presentation

In the opinion of management, the accompanying financial statements include all adjustments, consisting only of normal
recurring adjustments, necessary for a fair statement of (a) the consolidated results of operations for the three and six
month periods ended June 30, 2015 and 2014, (b) the consolidated comprehensive income for the three and six month
periods ended June 30, 2015 and 2014, (c) the consolidated financial position at June 30, 2015 and December 31, 2014,
(d) the consolidated changes in stockholders’ equity for the six month periods ended June 30, 2015 and 2014 and (e) the
consolidated cash flow for the six month periods ended June 30, 2015 and 2014. The financial statements have been
prepared in conformity with generally accepted accounting principles in the United States of America (U.S. GAAP) and
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain amounts for prior periods have
been reclassified to conform to the current period financial statement presentation.

As previously disclosed, in connection with the preparation of our Quarterly Report on Form 10-Q for the quarter ended
June 30, 2014, we concluded that certain non-cash transactions should be excluded from both changes in Receivables-
trade and other and Accounts payable when preparing our Consolidated Statement of Cash Flow. Accordingly, we
prepared our Consolidated Statement of Cash Flow for the six and nine months ended June 30, 2014 and September 30,
2014 on that basis. We subsequently concluded that our prior policy of including those transactions in the changes in
Receivables-trade and other and Accounts payable is acceptable. Accordingly, we prepared our Consolidated Statement
of Cash Flow for the year ended December 31, 2014 using our prior policy. We have revised our Consolidated Statement
of Cash Flow to increase Receivables-trade and other and decrease Accounts payable by $113 million for the six months
ended June 30, 2014. We will revise our Consolidated Statement of Cash Flow for the nine months ended September 30,
2014 the next time it is filed to increase Receivables-trade and other and decrease Accounts payable by $149 million.
The revisions do not impact net cash provided by operating activities.

Interim results are not necessarily indicative of results for a full year. The information included in this Form 10-Q should
be read in conjunction with the audited financial statements and notes thereto included in our Company’s annual report

on Form 10-K for the year ended December 31, 2014 (2014 Form 10-K).

The December 31, 2014 financial position data included herein is derived from the audited consolidated financial
statements included in the 2014 Form 10-K but does not include all disclosures required by U.S. GAAP.

Unconsolidated Variable Interest Entities (VIESs)

We have affiliates, suppliers and dealers that are VIEs of which we are not the primary beneficiary. Although we have
provided financial support, we do not have the power to direct the activities that most significantly impact the economic
performance of each entity.

10



Table of Contents

Our maximum exposure to loss from VIEs for which we are not the primary beneficiary was as follows:

(Millions of dollars) June 30, 2015 December 31, 2014
Receivables - trade and Other.............cooeviiviiiiiiiiiciceiceeeeeeeeeeeeeee e $ 53§ 36
Receivables - fINANCE ..........c.ocievievieeiceeeceeceeceeeteete ettt et ere s 504 216

Long-term receivables - finance ............ccccevvervenennene 57 285
Investments in unconsolidated affiliated companies .... 32 83
GUATANTEES. ......eiveeieeieeieiecetee et 83 129
TOAL.....oeii ettt $ 729 § 749

2. New accounting guidance

Reporting discontinued operations and disclosures of disposals of components of an entity — In April 2014, the
Financial Accounting Standards Board (FASB) issued accounting guidance for determining which disposals can be
presented as discontinued operations and modifies related disclosure requirements. The guidance defines a discontinued
operation as a disposal of a component or group of components that is disposed of or is classified as held for sale and
represents a strategic shift that has (or will have) a major effect on an entity's operations and financial results. This
guidance was effective January 1, 2015 and did not have a material impact on our financial statements.

Revenue recognition — In May 2014, the FASB issued new revenue recognition guidance to provide a single,
comprehensive revenue recognition model for all contracts with customers. Under the new guidance, an entity will
recognize revenue to depict the transfer of promised goods or services to customers at an amount that the entity expects
to be entitled to in exchange for those goods or services. A five step model has been introduced for an entity to apply
when recognizing revenue. The new guidance also includes enhanced disclosure requirements, and is effective January
1, 2018, with early adoption permitted for January 1, 2017. Entities have the option to apply the new guidance under a
retrospective approach to each prior reporting period presented, or a modified retrospective approach with the cumulative
effect of initially applying the new guidance recognized at the date of initial application within the Consolidated Statement
of Changes in Stockholders' Equity. We are in the process of evaluating the application and implementation of the new
guidance.

Variable interest entities (VIE) — In February 2015, the FASB issued accounting guidance on the consolidation of VIEs.
The new guidance revises previous guidance by establishing an analysis for determining whether a limited partnership
or similar entity is a VIE and whether outsourced decision-maker fees are considered variable interests. In addition, the
new guidance revises how a reporting entity evaluates economics and related parties when assessing who should
consolidate a VIE. This guidance is effective January 1, 2016. We do not expect the adoption to have a material impact
on our financial statements.

Presentation of debt issuance costs — In April 2015, the FASB issued accounting guidance which requires debt issuance
costs to be presented in the balance sheet as a direct deduction from the carrying value of the associated debt liability.
Prior to the issuance of the standard, debt issuance costs were required to be presented in the balance sheet as an asset.
This guidance is effective January 1, 2016. We do not expect the adoption to have a material impact on our financial
statements.

Fair value disclosures for investments in certain entities that calculate net asset value per share — In May 2015, the
FASB issued accounting guidance which removes the requirement to categorize within the fair value hierarchy investments
measured at net asset value (or its equivalent). The new guidance requires that the amount of these investments continue
to be disclosed to reconcile the fair value hierarchy disclosure to the balance sheet. The guidance is effective January 1,
2016 and will be applied retrospectively with early adoption permitted. We do not expect the adoption to have a material
impact on our financial statements.

Simplifying the measurement of inventory — In July 2015, the FASB issued accounting guidance which requires that
inventory be measured at the lower of cost and net realizable value. Prior to the issuance of the new guidance, inventory
was measured at the lower of cost or market. Replacing the concept of market with the single measurement of net
realizable value is intended to create efficiencies for preparers. Inventory measured using the last-in, first-out (LIFO)
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method and the retail inventory method are not impacted by the new guidance. The guidance is effective January 1, 2017.
We do not expect the adoption to have a material impact on our financial statements.

3. Stock-based compensation

Accounting for stock-based compensation requires that the cost resulting from all stock-based payments be recognized
in the financial statements based on the grant date fair value of the award. Stock-based compensation primarily consists
of stock options, restricted stock units (RSUs) and stock-settled stock appreciation rights (SARs). Stock-based
compensation awards granted prior to 2015 will vest three years after the date of grant (cliff vesting). The awards granted
in 2015 will vest according to a three-year graded vesting schedule. One-third of the award will become vested on the
first anniversary of the grant date, one-third of the award will become vested on the second anniversary of the grant date
and one-third of the award will become vested on the third anniversary of the grant date. Stock-based compensation
expense will be recognized on a straight-line basis over the requisite service period for awards with terms that specify
cliff or graded vesting and contain only service conditions.

Upon separation from service, if the participant is 55 years of age or older with more than five years of service, the
participant meets the criteria for a "Long Service Separation". Prior to 2015, our stock-based compensation award terms
allowed for the immediate vesting upon separation for employees who met the criteria for a "Long Service Separation"
and fulfilled a requisite service period of six months. For these employees, compensation expense was recognized over
the period from the grant date to the end date of the six-month requisite service period. Our stock-based compensation
award terms for the 2015 grant allowed for the immediate vesting upon separation for employees who met the criteria
for a "Long Service Separation" with no requisite service period. For these employees, compensation expense for the
2015 grant was recognized immediately on the grant date. For employees who become eligible for immediate vesting
under a "Long Service Separation" subsequent to the grant date and prior to the completion of the vesting period,
compensation expense is recognized over the period from grant date to the date eligibility is achieved. If the "Long
Service Separation" criteria are met, the vested options/SARs will have a life that is the lesser of ten years from the original
grant date or five years from the separation date.

We recognized pretax stock-based compensation expense in the amount of $58 million and $193 million for the three
and six months ended June 30, 2015, respectively; and $84 million and $137 million for the three and six months ended
June 30, 2014, respectively. The change in stock-based compensation expense was primarily due to the change in award
terms for participants that met the criteria for a "Long Service Separation", as the removal of the six-month requisite
service period results in higher expense in the first quarter (period of grant) and lower expense over the following two
quarters.

The following table illustrates the type and fair value of the stock-based compensation awards granted during the six
month periods ended June 30, 2015 and 2014, respectively:

2015 2014
Weighted- Weighted- Weighted- Weighted-
Average Fair Average Average Fair Average
Shares Value Per Grant Date Shares Value Per Grant Date
Granted Share Stock Price Granted Share Stock Price
Stock options ........cccceceeuene. 7,939,497 §$ 23.61 $ 83.34 4,448,218 $ 29.52 $ 96.31
1,822,729 $ 77.54 $ 83.01 1,429,512 § 89.18 $ 96.31
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The following table provides the assumptions used in determining the fair value of the stock-based awards for the six
month periods ended June 30, 2015 and 2014, respectively:

Grant Year
2015 2014
Weighted-average dividend yield ..........cocoooiiiiiiiiiinie e 2.27% 2.15%
Weighted-average VOIatility ........o.eeievriereininiereininiecireseetreet ettt enenes 28.4% 28.2%
Range of VOIAtIIITIES .....c..ceeuiieiiiiieieicscee e 19.9-35.9% 18.4-36.2%
Range of riSK-fIee INtETESt TATES ......c.ccveuirieuirieieiirtetetereeeeteetee ettt 0.22-2.08% 0.12-2.60%
Weighted-average eXpected lIVES.......ccuvieierierierinirieieteieee ettt eee 8 years 8 years

As of June 30, 2015, the total remaining unrecognized compensation expense related to nonvested stock-based
compensation awards was $310 million, which will be amortized over the weighted-average remaining requisite service
periods of approximately 2.2 years.

4. Derivative financial instruments and risk management

Our earnings and cash flow are subject to fluctuations due to changes in foreign currency exchange rates, interest rates
and commodity prices. Our Risk Management Policy (policy) allows for the use of derivative financial instruments to
prudently manage foreign currency exchange rate, interest rate and commodity price exposures. Our policy specifies
that derivatives are not to be used for speculative purposes. Derivatives that we use are primarily foreign currency forward,
option, and cross currency contracts, interest rate swaps, and commodity forward and option contracts. Our derivative
activities are subject to the management, direction and control of our senior financial officers. Risk management practices,
including the use of financial derivative instruments, are presented to the Audit Committee of the Board of Directors at
least annually.

All derivatives are recognized on the Consolidated Statement of Financial Position at their fair value. On the date the
derivative contract is entered into, we designate the derivative as (1) a hedge of the fair value of a recognized asset or
liability (fair value hedge), (2) a hedge of a forecasted transaction or the variability of cash flow to be paid (cash flow
hedge) or (3) an undesignated instrument. Changes in the fair value of a derivative that is qualified, designated and highly
effective as a fair value hedge, along with the gain or loss on the hedged recognized asset or liability that is attributable
to the hedged risk, are recorded in current earnings. Changes in the fair value of a derivative that is qualified, designated
and highly effective as a cash flow hedge are recorded in Accumulated other comprehensive income (loss) (AOCI), to
the extent effective, on the Consolidated Statement of Financial Position until they are reclassified to earnings in the same
period or periods during which the hedged transaction affects earnings. Changes in the fair value of undesignated
derivative instruments and the ineffective portion of designated derivative instruments are reported in current earnings.
Cash flow from designated derivative financial instruments are classified within the same category as the item being
hedged on the Consolidated Statement of Cash Flow. Cash flow from undesignated derivative financial instruments are
included in the investing category on the Consolidated Statement of Cash Flow.

We formally document all relationships between hedging instruments and hedged items, as well as the risk-management
objective and strategy for undertaking various hedge transactions. This process includes linking all derivatives that are
designated as fair value hedges to specific assets and liabilities on the Consolidated Statement of Financial Position and
linking cash flow hedges to specific forecasted transactions or variability of cash flow.

We also formally assess, both at the hedge’s inception and on an ongoing basis, whether the designated derivatives that
areused in hedging transactions are highly effective in offsetting changes in fair values or cash flow ofhedged items. When
a derivative is determined not to be highly effective as a hedge or the underlying hedged transaction is no longer probable,
we discontinue hedge accounting prospectively, in accordance with the derecognition criteria for hedge accounting.

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and
costs incurred in foreign currencies. Movements in foreign currency rates also affect our competitive position as these
changes may affect business practices and/or pricing strategies of non-U.S.-based competitors. Additionally, we have
balance sheet positions denominated in foreign currencies, thereby creating exposure to movements in exchange rates.
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Our Machinery, Energy & Transportation operations purchase, manufacture and sell products in many locations around
the world. As we have a diversified revenue and cost base, we manage our future foreign currency cash flow exposure
on a net basis. We use foreign currency forward and option contracts to manage unmatched foreign currency cash inflow
and outflow. Our objective is to minimize the risk of exchange rate movements that would reduce the U.S. dollar value
of our foreign currency cash flow. Our policy allows for managing anticipated foreign currency cash flow for up to five
years.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British
pound, Canadian dollar, Chinese yuan, euro, Indian rupee, Japanese yen, Mexican peso, Singapore dollar or Swiss franc
forward or option contracts that meet the requirements for hedge accounting and the maturity extends beyond the current
quarter-end. Designation is performed on a specific exposure basis to support hedge accounting. The remainder of
Machinery, Energy & Transportation foreign currency contracts are undesignated, including any hedges designed to
protect our competitive exposure.

As of June 30,2015, $28 million of deferred net losses, net of tax, included in equity (AOCT in the Consolidated Statement
of Financial Position), are expected to be reclassified to current earnings (Other income (expense) in the Consolidated
Statement of Results of Operations) over the next twelve months when earnings are affected by the hedged
transactions. The actual amount recorded in Other income (expense) will vary based on exchange rates at the time the
hedged transactions impact earnings.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility
resulting from conversion and the remeasurement of net foreign currency balance sheet positions, and future transactions
denominated in foreign currencies. Our policy allows the use of foreign currency forward, option and cross currency
contracts to offset the risk of currency mismatch between our receivables and debt, and exchange rate risk associated
with future transactions denominated in foreign currencies. Substantially all such foreign currency forward, option and
cross currency contracts are undesignated.

Interest Rate Risk

Interest rate movements create a degree of risk by affecting the amount of our interest payments and the value of our
fixed-rate debt. Our practice is to use interest rate derivatives to manage our exposure to interest rate changes.

Our Machinery, Energy & Transportation operations generally use fixed-rate debt as a source of funding. Our objective
is to minimize the cost of borrowed funds. Our policy allows us to enter into fixed-to-floating interest rate swaps and
forward rate agreements to meet that objective. We designate fixed-to-floating interest rate swaps as fair value hedges
at inception of the contract, and we designate certain forward rate agreements as cash flow hedges at inception of the
contract.

As of June 30,2015, $4 million of deferred net losses, net of tax, included in equity (AOCI in the Consolidated Statement
of Financial Position), related to Machinery, Energy & Transportation forward rate agreements, are expected to be
reclassified to current earnings (Interest expense excluding Financial Products in the Consolidated Statement of Results
of Operations) over the next twelve months.

Financial Products operations has a match-funding policy that addresses interest rate risk by aligning the interest rate
profile (fixed or floating rate) of Cat Financial’s debt portfolio with the interest rate profile of their receivables portfolio
within predetermined ranges on an ongoing basis. In connection with that policy, we use interest rate derivative instruments
to modify the debt structure to match assets within the receivables portfolio. This matched funding reduces the volatility
of margins between interest-bearing assets and interest-bearing liabilities, regardless of which direction interest rates
move.

Our policy allows us to use fixed-to-floating, floating-to-fixed and floating-to-floating interest rate swaps to meet the
match-funding objective. We designate fixed-to-floating interest rate swaps as fair value hedges to protect debt against
changes in fair value due to changes in the benchmark interest rate. We designate most floating-to-fixed interest rate
swaps as cash flow hedges to protect against the variability of cash flows due to changes in the benchmark interest rate.

As of June 30,2015, $1 million of deferred net losses, net of tax, included in equity (AOCI in the Consolidated Statement
of Financial Position), related to Financial Products floating-to-fixed interest rate swaps, are expected to be reclassified
to current earnings (Interest expense of Financial Products in the Consolidated Statement of Results of Operations) over
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the next twelve months. The actual amount recorded in Interest expense of Financial Products will vary based on interest
rates at the time the hedged transactions impact earnings.

We have, at certain times, liquidated fixed-to-floating and floating-to-fixed interest rate swaps at both Machinery, Energy
& Transportation and Financial Products. The gains or losses associated with these swaps at the time of liquidation are

amortized into earnings over the original term of the previously designated hedged item.

Commodity Price Risk

Commodity price movements create a degree of risk by affecting the price we must pay for certain raw material. Our
policy is to use commodity forward and option contracts to manage the commodity risk and reduce the cost of purchased
materials.

Our Machinery, Energy & Transportation operations purchase base and precious metals embedded in the components we
purchase from suppliers. Our suppliers pass on to us price changes in the commodity portion of the component cost. In
addition, we are subject to price changes on energy products such as natural gas and diesel fuel purchased for operational
use.

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter into commodity
forward and option contracts to lock in the purchase price of a portion of these commodities within a five-year horizon.

All such commodity forward and option contracts are undesignated.

The location and fair value of derivative instruments reported in the Consolidated Statement of Financial Position are as

follows:
(Millions of dollars) Consolidated Statement of Financial Asset (Liability) Fair Value
Position Location June 30, 2015 December 31, 2014
Designated derivatives
Foreign exchange contracts
Machinery, Energy & Transportation............ Receivables — trade and other ...................... $ 15 8 25
Machinery, Energy & Transportation............ Accrued EXPenSes.......coerveeeerrenieerenieeeene (59) (134)

Interest rate contracts

Financial Products... Receivables — trade and other . 2 6
Financial Products.........cccccoveveiiininncnenne Long-term receivables — trade and other ..... 62 73
Financial Products.........cccccoveveiiininncnenne Accrued EXPenSes.......coerveeeerrenieerenieeeene ) ®)
$ 15 $ (38)
Undesignated derivatives
Foreign exchange contracts
Machinery, Energy & Transportation............ Receivables — trade and other ...................... $ 5 8 2
Machinery, Energy & Transportation............ Accrued EXPenSes.......coevveererrenieerienieieene (23) (43)
Financial Products.........cccccveveiiininncnenne Receivables — trade and other ..................... 5 5
Financial Products.........cccccveveiiininiecnenne Long-term receivables — trade and other ..... 26 17
Financial Products.........cccocoveveiininninenne Accrued EXPenSes.......coerveeeirienieerienieeeene 6) (15)
Commodity contracts
Machinery, Energy & Transportation............ Accrued EXPenSes.......coevveeeirienieerienieeeene (11) (14)
$ “4 $ (48)
The total notional amounts of the derivative instruments are as follows:
(Millions of dollars) June 30, 2015 December 31, 2014
Machinery, Energy & TranspOrtation...........cceeueueueueueueueueueteueeeeeseeeaeseseseseseseseseseseseseseseseseseaenas $ 2,063 § 3,128
FINANCIAL PIOAUCES. .....ocvivieiieiceieceeee ettt ettt ettt ettt ae st seeaeeaensensereesenneneas $ 4,098 $ 5,249
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The notional amounts of the derivative financial instruments do not represent amounts exchanged by the parties. The
amounts exchanged by the parties are calculated by reference to the notional amounts and by other terms of the derivatives,
such as foreign currency exchange rates, interest rates or commodity prices.

The effect of derivatives designated as hedging instruments on the Consolidated Statement of Results of Operations is

as follows:
Fair Value Hedges
Three Months Ended Three Months Ended
June 30, 2015 June 30, 2014
(Millions of dollars) Gains (Losses)  Gains (Losses) Gains (Losses)  Gains (Losses)

Interest rate contracts

Financial Products...................

Interest rate contracts

Financial Products

Classification

on Derivatives  on Borrowings

on Derivatives  on Borrowings

Other income (expense) .

Classification

$ 13) s 12

$ ©) S 8

$ (13) § 12

$ 6) $ 8

Six Months Ended
June 30, 2015

Six Months Ended
June 30, 2014

Gains (Losses)  Gains (Losses)
on Derivatives on Borrowings

Gains (Losses)  Gains (Losses)
on Derivatives  on Borrowings

Other income (expense)

$ (14) § 13

$ (19) § 23

$ (14) § 13

$ (19) § 23
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Cash Flow Hedges

(Millions of dollars)

Foreign exchange contracts
Machinery, Energy & Transportation..
Interest rate contracts

Machinery, Energy & Transportation..

Financial Products...........ccccveevvveriennne.

Foreign exchange contracts

Machinery, Energy & Transportation..
Interest rate contracts

Machinery, Energy & Transportation..

Financial Products...........cccceevvveienenne.

Foreign exchange contracts
Machinery, Energy & Transportation
Interest rate contracts
Machinery, Energy & Transportation

Financial Products

Foreign exchange contracts
Machinery, Energy & Transportation

Interest rate contracts

Machinery, Energy & Transportation

Financial Products

Three Months Ended June 30, 2015

Recognized in Earnings

Amount of
Amount of Gains Gains (Losses) Recognized
(Losses) Recognized Reclassified in Earnings
in AOCI Classification of from AOCI to (Ineffective
(Effective Portion) Gains (Losses) Earnings Portion)
$ 18  Other income (EXPENSe) .....cevvvrrervernnee. $ 37) $ —
Interest expense excluding Financial ) _
Products......cccooveevinieininciccncee
— Interest expense of Financial Products . 2) —
$ 18 $ (40) $ —
Three Months Ended June 30, 2014
Recognized in Earnings
Amount of
Amount of Gains Gains (Losses) Recognized
(Losses) Recognized Reclassified in Earnings
in AOCI Classification of from AOCI to (Ineffective
(Effective Portion) Gains (Losses) Earnings Portion)
$ 12 Other income (EXPENSe) .....ervrrervvnnee. $ 10 % —
(26) Interest expense excluding Financial
Products......cccoveevincininciicncee M -
(3) Interest expense of Financial Products . (1) —
$ (17) $ 8 § —
Six Months Ended June 30, 2015
Recognized in Earnings
. Amount of .
Amount of Gains Gains (Losses) Recognized
(Losses) Recognized Reclassified in Earnings
in AOCI Classification of from AOCI to (Ineffective
(Effective Portion) Gains (Losses) Earnings Portion)
$ (7) Other income (expense) $ 72) $ —
Interest expense excluding Financial 3) _
Products
2 Interest expense of Financial Products 3) —
$ (5) $ 78) $ —
Six Months Ended June 30, 2014
Recognized in Earnings
. Amount of .
Amount of Gains Gains (Losses) Recognized
(Losses) Recognized Reclassified in Earnings
in AOCI Classification of from AOCI to (Ineffective
(Effective Portion) Gains (Losses) Earnings Portion)
$ 25  Other income (expense) $ 20 S —
(63) Interest expense excluding Financial 2)
Products -
(5) Interest expense of Financial Products 2) —
$ _

$ (43) $ 16
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The effect of derivatives not designated as hedging instruments on the Consolidated Statement of Results of Operations

is as follows:

(Millions of dollars)

Foreign exchange contracts
Machinery, Energy & Transportation
Financial Products..........ccccceucuiinnee
Commodity contracts
Machinery, Energy & Transportation

Foreign exchange contracts
Machinery, Energy & Transportation
Financial Products

Commodity contracts
Machinery, Energy & Transportation

Three Months Ended Three Months Ended
Classification of Gains (Losses) June 30, 2015 June 30,2014
Other income (EXpense) ............ocoveeeeene $ 26 S 2)
Other income (€Xpense) ........ccceveeveeruene 4 (12)
Other income (€Xpense) ........ccceveeveeruene (1) 4
$ 29§ (10)
Six Months Ended Six Months Ended
Classification of Gains (Losses) June 30, 2015 June 30,2014
Other income (expense) $ 29 $ 9
Other income (expense) (24) 17
Other income (expense) 7 3
$ ©0) $ ®)

We enter into International Swaps and Derivatives Association (ISDA) master netting agreements within Machinery,
Energy & Transportation and Financial Products that permit the net settlement of amounts owed under their respective
derivative contracts. Under these master netting agreements, net settlement generally permits the company or the
counterparty to determine the net amount payable for contracts due on the same date and in the same currency for similar
types of derivative transactions. The master netting agreements generally also provide for net settlement of all outstanding
contracts with a counterparty in the case of an event of default or a termination event.

Collateral is generally not required of the counterparties or of our company under the master netting agreements. As of
June 30, 2015 and December 31, 2014, no cash collateral was received or pledged under the master netting agreements.
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The effect of the net settlement provisions of the master netting agreements on our derivative balances upon an event of
default or termination event is as follows:

June 30, 2015

(Millions of dollars)

Derivatives

Machinery, Energy &

Transportation.................
Financial Products...............

Total

June 30, 2015

(Millions of dollars)

Derivatives
Machinery, Energy &

Transportation.................

Financial Products
Total

December 31, 2014

(Millions of dollars)

Derivatives
Machinery, Energy &

Transportation.................
Financial Products...............

Total

December 31, 2014

(Millions of dollars)

Derivatives

Machinery, Energy &

Transportation.................
Financial Products...............

Total

Gross Amounts Not Offset in
the Statement of Financial

Position
Gross Amounts Net Amount of
Gross Offset in the Assets Presented
Amount of Statement of in the Statement Cash Net
Recognized Financial of Financial Financial Collateral Amount of
Assets Position Position Instruments Received Assets
$ 20 $ —  $ 20 $ 20) $ — 3 —
95 — 95 7 — 88
$ 115 % — $ 115 $ 27 $ — 3 88
Gross Amounts Not Offset in
the Statement of Financial
Position
Net Amount of
Gross Amounts Liabilities
Gross Offset in the Presented in the
Amount of Statement of Statement of Cash Net
Recognized Financial Financial Financial Collateral Amount of
Liabilities Position Position Instruments Pledged Liabilities
$ 93) $ — $ 93) $ 20 $ — 3 (73)
(11) — (11) 7 — “4)
$ (104) $ — $ (104) $ 27 $ — 3 (77)
Gross Amounts Not Offset in
the Statement of Financial
Position
Gross Amounts Net Amount of
Gross Offset in the Assets Presented
Amount of Statement of in the Statement Cash Net
Recognized Financial of Financial Financial Collateral Amount of
Assets Position Position Instruments Received Assets
$ 27 $ — $ 27 $ 27 $ — 3 —
101 — 101 (8) — 93
$ 128 $ —  $ 128 $ 35 $ — 3 93
Gross Amounts Not Offset in
the Statement of Financial
Position
Net Amount of
Gross Amounts Liabilities
Gross Offset in the Presented in the
Amount of Statement of Statement of Cash Net
Recognized Financial Financial Financial Collateral Amount of
Liabilities Position Position Instruments Pledged Liabilities
$ 191) $ —  $ 191) $ 27 $ — 3 (164)
(23) — (23) 8 — (15)
$ 214) $ — § 214) $ 35 8§ — $ (179)
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5. Inventories

Inventories (principally using the last-in, first-out (LIFO) method) are comprised of the following:

(Millions of dollars) Juzl;)elgo, Decezn(llll):r 31,

RAW MBLETIALS. ...t ettt e e e e e e eee e e et e e eeneeeesaesaeenean $ 2,932 $ 2,986
Work-in-process 2,099 2,455
FINIShed SOOMS ..cuveviiiiiieiieeee ettt 6,397 6,504
SUPPLIES ..ttt ettt b ettt et bbbt bt eb et at et et e tente e 253 260
Total inventories. $ 11,681 $ 12,205

6. Investments in unconsolidated affiliated companies

Combined financial information of the unconsolidated affiliated companies accounted for by the equity method (generally
on a lag of 3 months or less) was as follows:

Results of Operations of unconsolidated

affiliated companies: Three Months Ended Six Months Ended
(Millions of dollars) June 30, June 30,
2015 2014 2015 2014

SALES .o $ 190 § 410 § 353§ 800
COSt OF SALES ... 146 316 271 617
GTOSS PIOFIL 1.ttt $ 44 94 $ 82 § 183
PrOfit (I0SS)..vevveveveeeieieueieieieieieieieieieieieieieieteseseeeienenas $ 4 3 4 3 8 8 (10)
Financial Position of unconsolidated affiliated companies: June 30, December 31,
(Millions of dollars) 2015 2014
Assets:

CUITENE ASSELS ....uveneeueetenieteeeteetestete st eateteseeteseseebeseeseseseebeneeseseseebenseseaseneesenseseaseneesenes $ 507 $ 716

Property, plant and equipment — net. 187 653

OLRET ASSELS ...uveuieierieiteetiei ettt ettt ettt ettt et et e et et e be s bt e bt e st e st e st e se b enbesbesbesseee 190 557

884 1,926

Liabilities:

CUITeNt THADIIIEIES. ...c.eeueeeeietiieiite ettt 287 518

Long-term debt due after 0Ne Year........cccoeeeeririiiiiieieienereeee e 181 867

Other HADIIIEIES . .....euevveieireetcicret ettt ettt 13 215

481 1,600

EQUILY oottt ettt s et b et ettt ettt et ettt esn s eneas $ 403 $ 326
Caterpillar’s investments in unconsolidated affiliated companies: June 30, December 31,
(Millions of dollars) 2015 2014

Investments in equity method companies $ 193 $ 248

Plus: Investments in cost method companies 36 9

Total investments in unconsolidated affiliated companies...........c.cccceceveirerieiriernnne. $ 229 $ 257

The changes in the 2015 results of operations, financial position and investments in equity method companies noted above
are primarily related to the sale of Caterpillar's 35 percent equity interest in a third party logistics business, formerly
Caterpillar Logistics Services LLC, which occurred in February, 2015 (see Note 18).

20



Table of Contents

7.

Intangible assets and goodwill
A. Intangible assets

Intangible assets are comprised of the following:

June 30, 2015
(Millions of dollars) Weighted Gross
Amortizable Carrying Accumulated
Life (Years) Amount  Amortization Net
15 $ 2432 § (736) $ 1,696
11 1,681 (619) 1,062
11 248 (143) 105
13 $ 4361 3 (1,498) $§ 2,863
December 31, 2014
Weighted Gross
Amortizable Carrying Accumulated
Life (Years) Amount  Amortization Net
Customer relationships .........ccoeoieirieiieneeee e 15 $ 2489 § 669) $ 1,820
Intellectual PrOPErtY .........cocevererererieieieteeresee ettt 11 1,724 (578) 1,146
ORET ..ttt ettt se s eneenens 11 239 (129) 110
Total finite-lived intangible @SSets............ccevriviereriieiereieieieieeseeeveeeene 14 $ 4452 % (1,376) $ 3,076

Amortization expense for the three and six months ended June 30, 2015 was $87 million and $174 million, respectively.
Amortization expense for the three and six months ended June 30, 2014 was $93 million and $185 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)
2015 2016 2017 2018 2019 Thereafter
$338 $318 $318 $311 $310 $1,442

B. Goodwill

We test goodwill for impairment annually and whenever events or circumstances make it more likely than not that an
impairment may have occurred. We perform our annual goodwill impairment test as of October 1 and monitor for interim
triggering events on an ongoing basis. Goodwill is reviewed for impairment utilizing a qualitative assessment or a two-
step process. We have an option to make a qualitative assessment of a reporting unit's goodwill for impairment. If we
choose to perform a qualitative assessment and determine the fair value more likely than not exceeds the carrying value,
no further evaluation is necessary. For reporting units where we perform the two-step process, the first step requires us
to compare the fair value of each reporting unit, which we primarily determine using an income approach based on the
present value of discounted cash flows, to the respective carrying value, which includes goodwill. If the fair value of the
reporting unit exceeds its carrying value, the goodwill is not considered impaired. If the carrying value is higher than
the fair value, there is an indication that an impairment may exist and the second step is required. In step two, the implied
fair value of goodwill is calculated as the excess of the fair value of a reporting unit over the fair values assigned to its
assets and liabilities. If the implied fair value of goodwill is less than the carrying value of the reporting unit's goodwill,
the difference is recognized as an impairment loss. No goodwill was impaired during the three and six months ended
June 30, 2015 or 2014.
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The changes in carrying amount of goodwill by reportable segment for the six months ended June 30, 2015 were as

follows:
(Millions of dollars) December 3L, djlgill‘;: ! Jutle 30-
Construction Industries
GOOAWILL......iiiiiieieie e $ 275§ an s 264
Resource Industries
GOOAWILL....c.iiiiieie s 4,287 94) 4,193
IMPAITMENLS......oiiiieietieiieeieieieseee ettt e aens (580) — (580)
Net Z00AWILL.......ooviiiiiiiiiie e 3,707 (94) 3,613
Energy & Transportation
GOOAWILL......iiiiieieie et 2,542 (36) 2,506
All Other *
GOOAWILL....c.iiiiieie s 192 3) 189
IMPAITMENLS......oiiiiiiietieiieeieieieteet ettt se e e nens 22) — (22)
Net Z00AWILL.......ooviiiiiiiiiie e 170 3) 167
Consolidated total
GOOAWILL......oiiiiiieieie e 7,296 (144) 7,152
Impairments... (602) — (602)
Net 200AWILl.......oovvieiiieiceiee s $ 6,694 $ (144) $ 6,550

! Other adjustments are comprised primarily of foreign currency translation.
2 Includes All Other operating segments (See Note 15).

8. Available-for-sale securities

We have investments in certain debt and equity securities, primarily at Insurance Services, that have been classified as
available-for-sale and recorded at fair value based upon quoted market prices. These investments are primarily included
in Other assets in the Consolidated Statement of Financial Position. Unrealized gains and losses arising from the revaluation
of available-for-sale securities are included, net of applicable deferred income taxes, in equity (Accumulated other
comprehensive income (loss) in the Consolidated Statement of Financial Position). Realized gains and losses on sales
of investments are generally determined using the specific identification method for debt and equity securities and are
included in Other income (expense) in the Consolidated Statement of Results of Operations.
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June 30, 2015 December 31, 2014
gnrealized gnrealized
(Millions of dollars) Cost rg:?nls\let Fair Cost rgz?nls\let Fair
Basis (Losses) Value Basis (Losses) Value
Government debt
U.S. treasury bonds ........ccoceeirereeeeerieienenns $ 10 $ — 3 10 $ 10 $ — 3 10
Other U.S. and non-U.S. government bonds.. 89 1 90 94 — 94
Corporate bonds
Corporate bonds .........ccecevvereeeeerieeeeeenenns 669 15 684 677 16 693
Asset-backed SeCUrities .........coccoeerercrennenenn 98 1 99 103 2 105
Mortgage-backed debt securities
U.S. governmental agency.........c.cceeeveeeeneenee. 267 2 269 292 2 294
Residential.......cccooovineiinineiniiinencee 14 — 14 15 — 15
Commercial .........coeeeerereeneineneeneeeeeene 57 4 61 63 4 67
Equity securities
Large capitalization value ...........c.cceceeeeeennene 178 84 262 150 83 233
Smaller company growth...........ccoceverereennene 28 24 52 17 26 43
$§ 1410 $ 131 § 1,541 $ 1421 § 133 § 1,554

Investments in an unrealized loss position that are not other-than-temporarily impaired:

June 30, 2015
Less than 12 months ' 12 months or more ! Total
- Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses

Corporate bonds
Corporate bonds............occevirvereunnnnn. $ 146 § 1 $ 21 $ — 3 167 $ 1
Mortgage-backed debt securities

U.S. governmental agency................... 29 — 96 2 125 2
Equity securities

Large capitalization value.................... 38 4 1 — 39 4

Small company growth...........ccceeeenee. 7 1 — — 7
Total....ooeiiicciecee e $ 220 $ 6 § 118 $ 2 $ 338 $ 8

December 31, 2014
Less than 12 months ' 12 months or more ' Total

(Hitions of doltar
Corporate bonds

Corporate bonds.........ccceeeeveeeerieenennns $ 195 § 1 S 32§ — § 227§ 1
Mortgage-backed debt securities

U.S. governmental agency................... 34 — 140 3 174 3
Equity securities

Large capitalization value.................... 15 2 1 — 16 2
Total...oooveieeiecceccee e $ 244§ 3 8 173§ 3 8 417 § 6

! Indicates length of time that individual securities have been in a continuous unrealized loss position.
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Corporate Bonds. The unrealized losses on our investments in corporate bonds relate to changes in interest rates and
credit-related yield spreads since time of purchase. We do not intend to sell the investments and it is not likely that we
will be required to sell the investments before recovery of their amortized cost basis. We do not consider these investments
to be other-than-temporarily impaired as of June 30, 2015.

Mortgage-Backed Debt Securities. The unrealized losses on our investments in mortgage-backed securities relate to
changes in interest rates and credit-related yield spreads since time of purchase. We do not intend to sell the investments
and it is not likely that we will be required to sell these investments before recovery of their amortized cost basis. We do
not consider these investments to be other-than-temporarily impaired as of June 30, 2015.

Equity Securities. Insurance Services maintains a well-diversified equity portfolio consisting of two specific
mandates: large capitalization value stocks and smaller company growth stocks. The unrealized losses on our investments
in equity securities relate to inherent risks of individual holdings and/or their respective sectors. We do not consider these
investments to be other-than-temporarily impaired as of June 30, 2015.

The cost basis and fair value of the available-for-sale debt securities at June 30, 2015, by contractual maturity, is shown
below. Expected maturities will differ from contractual maturities because borrowers may have the right to prepay and
creditors may have the right to call obligations.

June 30, 2015
(Millions of dollars) Cost Basis Fair Value
DUE 1N ONE YEAT OF 188S...uieuieiieieieiiesieeieeteie ettt et et st este s e eteeseestesbessessesesseeseeseeneessensensansensessenes $ 77 $ 77
Due after one year through fiVe YEATS.......cccveieierierierticiieieeeeeeetet ettt se e sessessesae e 725 740
Due after five years through ten YEarS .........c.eoveireiriieere e 34 36
DUE AFEET TEN JRATS ...ttt et b e bttt b e bt et et et e st bbbt be e bt et e et et e nbenaeee 30 30
U.S. governmental agency mortgage-backed SECUTITHIES ......ccververuirieieieieieneeeeeeieeeeeeee e 267 269
Residential mortgage-backed SECULILIES. ......c.veieieieierierieeieeeeeeceeee ettt 14 14
Commercial mortgage-backed SECUTITHES .......eveieierietiriieieceeeeeetet et eae e 57 61
Total debt securities — available-for-sale $ 1,204 $ 1,227
Sales of Securities:
Three Months Ended Six Months Ended
June 30, June 30,
(Millions of dollars) 2015 2014 2015 2014
Proceeds from the sale of available-for-sale securities ......... $ 45 $ 107 $ 128 $ 222
Gross gains from the sale of available-for-sale securities...... $ 1 $ — 3 6 $ 14
Gross losses from the sale of available-for-sale securities.... $ — $ — 1 3 —
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Postretirement benefits

A. Pension and postretirement benefit costs

Other
U.S. Pension Non-U.S. Pension Postretirement
Benefits Benefits Benefits
(Millions of dollars) June 30, June 30, June 30,

2015 2014 2015 2014 2015 2014

For the three months ended:

Components of net periodic benefit cost:

SEIVICE COSE vuvuvririiiiiiiriirtits ettt es $ 45 $ 40 $ 28 $ 27 $§ 25 $ 23
INEETEST COSE ..ttt 152 162 39 46 46 53
Expected return on plan assets e (219) (222) (66) (64) (13) (13)
Amortization of:
Prior service cost (credit) 2 — 4 — (14) (14)
Net actuarial 1088 (22iN) .......ovmveeeeeeeeeeeeeeeeee e 127 98 25 21 13 11
Net periodic benefit COSt .......ccveirirriirenriereeeeceene 105 82 26 30 57 60
Curtailments, settlements and termination benefits *.............. — — 2 7 — —
Total cost included in operating profit..........cccoceeeeerieirencnnnne $ 105 $ 8 $§ 28§ 37 $ 57 $ 60
For the six months ended:
Components of net periodic benefit cost:
SEIVICE COSE vuvurrrriiiiiiiriirii ettt es $ 91 $ 79 §$ 57 $ 55 $§ 50 $ 43
INEETEST COSE ..ttt 303 324 78 92 92 106
Expected return on plan assets ! (439) (443) (133) (129) (26) (26)
Amortization of:
Prior service cost (credit) 2 e — 8 — 27) 27)
Net actuarial 108 (22iN) .......ovmveeeeeeeeeeeeeeeeee e 254 196 50 43 26 21
Net periodic benefit COSt ........coerirerrirenirinereeeecreene 209 164 52 61 115 117
Curtailments, settlements and termination benefits *.............. — — 3 7 — —
Total cost included in operating profit..........ccccoceeeeenieirenennnne $ 209 $ 164 $ 5 § 68 $ 115 § 117
Weighted-average assumptions used to determine net cost:
DISCOUNT TALE ...ttt 3.8% 4.6% 3.3% 4.1% 3.9% 4.6%
Expected rate of return on plan assets............cccoccoeeeeveinccnnns 7.4% 7.8% 6.8% 6.9% 7.8% 7.8%

1

2

Rate of compensation increase

Expected return on plan assets developed using calculated market-related value of plan assets which recognizes differences in
expected and actual returns over a three-year period.

Prior service cost (credit) for both pension and other postretirement benefits are generally amortized using the straight-line method
over the average remaining service period of active employees expected to receive benefits from the plan. For pension plans in
which all or almost all of the plan's participants are inactive and other postretirement benefit plans in which all or almost all of the
plan's participants are fully eligible for benefits under the plan, prior service cost (credit) are amortized using the straight-line
method over the remaining life expectancy of those participants.

Net actuarial loss (gain) for pension and other postretirement benefit plans are generally amortized using the straight-line method
over the average remaining service period of active employees expected to receive benefits from the plan. For plans in which all
or almost all of the plan’s participants are inactive, net actuarial loss (gain) are amortized using the straight-line method over the
remaining life expectancy of the inactive participants.

Curtailments, settlements and termination benefits were recognized in Other operating (income) expenses in the Consolidated
Statement of Results of Operations.

We made $36 million and $113 million of contributions to our pension plans during the three and six months ended
June 30, 2015, respectively. We currently anticipate full-year 2015 contributions of approximately $180 million, all of
which are required. We made $108 million and $387 million of contributions to our pension plans during the three and
six months ended June 30, 2014, respectively.
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10.

B. Defined contribution benefit costs

Total company costs related to our defined contribution plans were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(Millions of dollars) 2015 2014 2015 2014
ULS. PIanS ...c.oooviieiecieeieeiteteetet ettt ettt a v sbesveeaeeveeseesaennens $ 74 8 8 § 157 % 170
NON-U.S. Plans.......cceeiiiiiiieeiecieeeeeesie ettt 21 21 39 41
$ 95 $ 110 $ 196 $ 211

Guarantees and product warranty

We have provided an indemnity to a third-party insurance company for potential losses related to performance bonds
issued on behalf of Caterpillar dealers. The bonds are issued to insure governmental agencies against nonperformance
by certain dealers. We also provided guarantees to a third-party related to the performance of contractual obligations by
certain Caterpillar dealers. The guarantees cover potential financial losses incurred by the third-party resulting from the
dealers’ nonperformance.

We provide loan guarantees to third-party lenders for financing associated with machinery purchased by customers. These
guarantees have varying terms and are secured by the machinery. In addition, Cat Financial participates in standby letters
of credit issued to third parties on behalf of their customers. These standby letters of credit have varying terms and
beneficiaries and are secured by customer assets.

We have provided a guarantee to one of our customers in Brazil related to the performance of contractual obligations by
a supplier consortium to which one of our Caterpillar subsidiaries is a member. The guarantees cover potential damages
(some of them capped) incurred by the customer resulting from the supplier consortium’s non-performance. The guarantee
will expire when the supplier consortium performs all its contractual obligations, which is expected to be completed in
2025.

We have provided guarantees to third-party lessors for certain properties leased by a third party logistics business, formerly
Caterpillar Logistics Services LCC, in which we sold our 35 percent equity interest in the first quarter of 2015 (see Note
18). The guarantees are for the possibility that the third party logistics business would default on real estate lease payments.
The guarantees were granted at lease inception and generally will expire at the end of the lease terms.

No significant loss has been experienced or is anticipated under any of these guarantees. At June 30, 2015 and
December 31, 2014, the related liability was $13 million and $12 million, respectively. The maximum potential amount
of future payments (undiscounted and without reduction for any amounts that may possibly be recovered under recourse
or collateralized provisions) we could be required to make under the guarantees are as follows:

(Millions of dollars) June 30, December 31,
2015 2014

Caterpillar dealer GUATANTEES. ...........cevveverreieriiereerieereseeesetetesaeeesesseaesseseesesseseeseseesens $ 197 § 209
CUSTOMET QUATANEEES ......eeveeueenrenteterterterteeieeseeaeestes et e st besbesbesbe e bt e st esae st e tenbenbesbeebeebeeneas 63 49
Customer guarantees — supplier CONSOItIUM ........co.ccvverueiriirieerieinieieereteeeee e 296 321
Third party logistics business guarantees 118 129
OthEr GUATANTEES ...c..evitieiieiieiieiet ettt ettt ettt bbbt b b enees 28 32
TOLAL GUATANTEES ....e.veveviererieieiietitestetet et etest et teseesestesesseseesensesesseneesenseneesensesaseseeseneasans $ 702§ 740

Cat Financial provides guarantees to repurchase certain loans of Caterpillar dealers from a special-purpose corporation
(SPC) that qualifies as a variable interest entity. The purpose of the SPC is to provide short-term working capital loans
to Caterpillar dealers. This SPC issues commercial paper and uses the proceeds to fund its loan program. Cat Financial
has a loan purchase agreement with the SPC that obligates Cat Financial to purchase certain loans that are not paid at
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11.

maturity. Cat Financial receives a fee for providing this guarantee, which provides a source of liquidity for the SPC. Cat
Financial is the primary beneficiary of the SPC as its guarantees result in Cat Financial having both the power to direct
the activities that most significantly impact the SPC’s economic performance and the obligation to absorb losses, and
therefore Cat Financial has consolidated the financial statements of the SPC. As of June 30, 2015 and December 31,
2014, the SPC’s assets of $1,187 million and $1,086 million, respectively, are primarily comprised of loans to dealers
and the SPC’s liabilities of $1,186 million and $1,085 million, respectively, are primarily comprised of commercial paper.
The assets of the SPC are not available to pay Cat Financial's creditors. Cat Financial may be obligated to perform under
the guarantee if the SPC experiences losses. No loss has been experienced or is anticipated under this loan purchase
agreement.

Our product warranty liability is determined by applying historical claim rate experience to the current field population
and dealer inventory. Generally, historical claim rates are based on actual warranty experience for each product by
machine model/engine size by customer or dealer location (inside or outside North America). Specific rates are developed
for each product shipment month and are updated monthly based on actual warranty claim experience.

(Millions of dollars) 2015
Warranty liability, JANUATY L.....cocooiiiiiiioiieieee ettt ettt ae st et et et e st ete e esesbene et e eeseeseneenens $ 1,426
Reduction in lHability (PAYMENLS) ......ccuerveriertirierierieeieeitet ettt sttt ettt ettt et et etestestesbesbeeseeseententensebesbesbeebesseeneenes (443)
Increase in liability (new warranties) ... 418
Warranty Hability, JUNE 30.........ccciiiiriiieriietieteeetee ettt ettt ettt sse e e s esbetessessese s eseesessesesseseesessesessessesessesesseseasens $ 1,401
(Millions of dollars) 2014
Warranty 1iability, JANUATY 1.......cociiiiiiiiiiiieie ettt ettt b et se et b s s et e st ese s eseeseneenenes $ 1,367
Reduction in Hability (PAYIMEILS).....cc.eeerieieieieteriertesteettettette e te et ste st et e st eatestetestesbesbesbeeseenteneensensansensesseeneens (1,071)
Increase in lability (NEW WAITANTIES) ......c.eeieierieierieriesteetietiesietetestestesteeseesesseestessensessessessessesseeneensensensansensassessenses 1,130 '
Warranty liability, December 31 .3 1,426

! The increase in liability includes approximately $170 million for changes in estimates for pre-existing warranties due to higher than
expected actual warranty claim experience.

Profit per share

Computations of profit per share: Three Months Ended Six Months Ended
June 30, June 30,

(Dollars in millions except per share data) 2015 2014 2015 2014

Profit for the period (A) et $ 710 $ 999 § 1,821 § 1,921

Determination of shares (in millions): -
Weighted-average number of common shares outstanding (B)................. 603.2 626.3 604.1 626.8
Shares issuable on exercise of stock awards, net of shares assumed to be
purchased out of proceeds at average market price .........ccocvevverververeereennens 7.5 12.0 7.7 12.5
Average common shares outstanding for fully diluted computation (C)?. 610.7 638.3 611.8 639.3

Profit per share of common stock: -
Assuming n0 dilution (A/B) .......ccocoeviriiiiieieeeeeeeeeeeee e $ 1.18 § 1.60 $ 3.01 § 3.06
Assuming full dilution (A/C) 2 .........o.ovveereoeeeeoeeeeeee oo $ 1.16 § 1.57  § 298 § 3.00

Shares outstanding as of June 30 (in Millions)..........ccceeveeieieieieviesieneniens 602.6 627.8

' Profit attributable to common stockholders.
2 Diluted by assumed exercise of stock-based compensation awards using the treasury stock method.
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SARs and stock options to purchase 22,329,106 common shares were outstanding for the three and six months ended
June 30, 2015, which were not included in the computation of diluted earnings per share because the effect would have
been anti-dilutive. For the three and six months ended June 30, 2014, there were outstanding SARs and stock options to
purchase 7,513,187 and 10,343,160 common shares which were anti-dilutive.

In February 2007, the Board of Directors authorized the repurchase of $7.5 billion of Caterpillar common stock (the 2007
Authorization), and in December 2011, the 2007 Authorization was extended through December 2015. In January 2014,
we completed the 2007 Authorization and entered into a definitive agreement with Citibank, N.A. to purchase shares of
our common stock under an accelerated stock repurchase transaction (January 2014 ASR Agreement), which was
completed in March 2014. In accordance with the terms of the January 2014 ASR Agreement, a total of approximately
18.1 million shares of our common stock were repurchased at an aggregate cost to Caterpillar of approximately $1.7
billion.

In January 2014, the Board approved a new authorization to repurchase up to $10.0 billion of Caterpillar common stock,
which will expire on December 31, 2018. For the three months ended June 30, 2015, a total of 1.4 million shares of our
common stock were repurchased at an aggregate cost to Caterpillar of $125 million. For the six months ended June 30,
2015, a total of 6.2 million shares of our common stock were repurchased at an aggregate cost to Caterpillar of $525
million. Through the end of the second quarter of 2015, approximately $3.0 billion of the $10.0 billion authorization was
spent.

In July 2015, we entered into a definitive agreement with Citibank, N.A. to purchase shares of our common stock under
an accelerated stock repurchase transaction (July 2015 ASR Agreement). Pursuant to the terms of the July 2015 ASR
Agreement, we have agreed to repurchase a total of $1.5 billion of our common stock from Citibank, N.A., with an
immediate delivery of approximately 18 million shares. The final number of shares to be repurchased and the aggregate
cost per share to Caterpillar will be based on Caterpillar's volume-weighted average stock price during the term of the
transaction, which is expected to be completed in September 2015.

Accumulated other comprehensive income (loss)
Comprehensive income and its components are presented in the Consolidated Statement of Comprehensive Income.

Changes in Accumulated other comprehensive income (loss), net oftax, included in the Consolidated Statement of Changes
in Stockholders’ Equity, consisted of the following:

Pension and

(Millions of dollars) Foreign otl.ler Derlvat.lve Available-
currency postretirement financial for-sale
translation benefits instruments securities Total

Three Months Ended June 30, 2015

Balance at March 31, 2015...........ccoviennen. $ (1,779) $ (5,302) $ (109) $ 89 $ (7,101)
Other comprehensive income (loss)
before reclassifications...........cc.ccceeeee. 224 19 11 (6) 248
Amounts reclassified from accumulated
other comprehensive (income) loss....... — 100 25 (1) 124
Other comprehensive income (loss)............... 224 119 36 7 372
Balance at June 30, 2015...........cccoevivenrnnen. $ (1,555) $ (5,183) § 73) $ 82 § (6,729)

Three Months Ended June 30, 2014

Balance at March 31, 2014...........c.ccoveueneee. $ 216 $ 4,072) § 26) $ 81 § (3,801)
Other comprehensive income (loss)
before reclassifications............cccoeveee. 28 11 (11 15 43
Amounts reclassified from accumulated
other comprehensive (income) loss....... — 80 (5) — 75
Other comprehensive income (loss)............... 28 91 (16) 15 118
Balance at June 30,2014 ...........ccocovevevenrenn. $ 244 $ (3,981) § 42) $ 9% $ (3,683)

28



Table of Contents

(Millions of dollars)

Six Months Ended June 30, 2015

Balance at December 31, 2014 .......................

Other comprehensive income (loss)

before reclassifications............c..cc.c.......

Amounts reclassified from accumulated

other comprehensive (income) loss.......
Other comprehensive income (loss) ...............

Balance at June 30, 2015 ........cccooovviviiiennnne

Six Months Ended June 30, 2014

Balance at December 31,2013 .......................

Other comprehensive income (loss)

before reclassifications............c...c.c......

Amounts reclassified from accumulated

other comprehensive (income) loss.......
Other comprehensive income (1oss) ...............

Balance at June 30,2014 ...........ccoevveevveenennee.

Pension and

Foreign other Derivative Available-
currency postretirement financial for-sale
translation benefits instruments securities Total
(988) $ (5,407) $ (119) 8 8 (6,431)
(567) 24 3) 2 (544)
— 200 49 3) 246
(567) 224 46 (1) (298)
(1,555) § (5,183) § (73) 82 § (6,729)
176 $ 4,152) $ %) 8 8 (3,898)
68 11 27) 23 75
— 160 (10) (10) 140
68 171 37) 13 215
244§ (3,981) $ (42) 9% § (3,683)
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The effect of the reclassifications out of Accumulated other comprehensive income (loss) on the Consolidated Statement

of Results of Operations is as follows:

(Millions of dollars)

Pension and other postretirement benefits:
Amortization of actuarial gain (loss)................

Amortization of prior service credit (cost).......

Reclassifications before tax...........cccoevevevvivevneennns
Tax (provision) benefit...........ccocoeveerieirierererieennns

Reclassifications net of taX ...........ccccoevvvvveeiveceennnne

Derivative financial instruments:

Foreign exchange contracts............ccccoeeuenenee.

Interest rate contracts ............cccceeeeveeeeneeeeneeenns

Interest rate contracts ...........cccceeeveveeeeecinveeeens

Reclassifications before tax

Tax (provision) benefit..........ccocoeveerieirierererieennns

Reclassifications net of tax ...........ccccoevvvvveeiveeeennnne

Available-for-sale securities:

Realized gain (loss)

Tax (provision) benefit..........ccoceoereriineicnennenne

Reclassifications net of tax ............cccccevvvvriveceeennnne

Total reclassifications from Accumulated other comprehensive income (loss)... $

1

Three Months Ended June 30,

Classification of

income (expense) 2015 2014
Note 9 ... $ (165) $ (130)
Note 9 ' 14 10
............................................. (151) (120)
............................................. 51 40
............................................. $ (100) $ (80)
Other income (expense).... $ 37 $ 10
Interest expense excluding
Financial Products ........ (D (D
Interest expense of
Financial Products ........ (2) (1)
(40) 8
............................................. 15 ?3)
............................................. $ 25 $ 5
Other income (expense).... $ 1 8 —
............................................. $ 13 —
(124) $ (75)

Amounts are included in the calculation of net periodic benefit cost. See Note 9 for additional information.
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13.

Six Months Ended June 30,

Classification of

(Millions of dollars) income (expense) 2015 2014
Pension and other postretirement benefits:

Amortization of actuarial gain (loss)................ Note 9 ' oo, $ (330) $ (260)

Amortization of prior service credit (cost)....... Note 9 ' oo, 27 19
Reclassifications DEfOre taX ..........c.ccvevveeriereerierierieeceeeeeeeereere e (303) (241)
Tax (Provision) DENETIt..........ccocieieieiiiriicieeeee ettt 103 81
Reclassifications NEt OF tAX ...........ocveieveeerieieieteiereeree ettt $ (200) $ (160)
Derivative financial instruments:

Foreign exchange contracts.............ccoceeveeveennne Other income (expense).... $ (72) $ 20

Interest expense excluding

Interest rate contracts ............cccoeeveeeeereesreenneens Financial Products ........ 3) ?2)

Interest rate coNtracts ..........cccceceveeereeceeneenenes Imﬁirﬁ:;ifﬁeﬁf(fd?fcts ........ 3) 2)
Reclassifications DEfOre taX ..........c.ccvevveeriereerierierieececeeeeeereere e (78) 16
Tax (Provision) DENETIt..........ccecieieiieiieiicieeecceeee e 29 6)
Reclassifications net of tax $ 49 $ 10
Available-for-sale securities:

Realized gain (108S) .......ccovvveverivieiiieieriiene Other income (expense).... $ 4 3 14
Tax (Provision) DENETIt ...........c.covevveviviiiiieiee ettt (1) @)
Reclassifications NEt O taX .........ccveeiirieieiirieieeiseiee et $ 38 10
Total reclassifications from Accumulated other comprehensive income (loss)... $ 246) $ (140)

' Amounts are included in the calculation of net periodic benefit cost. See Note 9 for additional information.

Environmental and legal matters

The Company is regulated by federal, state and international environmental laws governing our use, transport and disposal
of substances and control of emissions. In addition to governing our manufacturing and other operations, these laws often
impact the development of our products, including, but not limited to, required compliance with air emissions standards
applicable to internal combustion engines. We have made, and will continue to make, significant research and development
and capital expenditures to comply with these emissions standards.

We are engaged in remedial activities at a number of locations, often with other companies, pursuant to federal and state
laws. When itis probable we will pay remedial costs at a site, and those costs can be reasonably estimated, the investigation,
remediation, and operating and maintenance costs are accrued against our earnings. Costs are accrued based on
consideration of currently available data and information with respect to each individual site, including available
technologies, current applicable laws and regulations, and prior remediation experience. Where no amount within a range
of estimates is more likely, we accrue the minimum. Where multiple potentially responsible parties are involved, we
consider our proportionate share of the probable costs. In formulating the estimate of probable costs, we do not consider
amounts expected to be recovered from insurance companies or others. We reassess these accrued amounts on a quarterly
basis. The amount recorded for environmental remediation is not material and is included in Accrued expenses in the
Consolidated Statement of Financial Position. We believe there is no more than a remote chance that a material amount
for remedial activities at any individual site, or at all the sites in the aggregate, will be required.

On January 8, 2015, the Company received a grand jury subpoena from the U.S. District Court for the Central District
ofIllinois. The subpoena requests documents and information from the Company relating to, among other things, financial
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information concerning U.S. and non-U.S. Caterpillar subsidiaries (including undistributed profits of non-U.S.
subsidiaries and the movement of cash among U.S. and non-U.S. subsidiaries). The Company received an additional
subpoena relating to this investigation requesting additional documents and information relating to, among other things,
the purchase and resale of replacement parts by Caterpillar Inc. and non-U.S. Caterpillar subsidiaries. The Company is
cooperating with this investigation. The Company is unable to predict the outcome or reasonably estimate any potential
loss; however, we currently believe that this matter will not have a material adverse effect on the Company’s consolidated
results of operations, financial position or liquidity.

On September 12, 2014, the SEC notified the Company that it was conducting an informal investigation relating to
Caterpillar SARL and related structures. The SEC asked the Company to preserve relevant documents and, on a voluntary
basis, the Company made a presentation to the staff of the SEC on these topics and is producing documents responsive
to a voluntary request made by the SEC. The Company is cooperating with the SEC regarding this investigation. The
Company is unable to predict the outcome or reasonably estimate any potential loss; however, we currently believe that
this matter will not have a material adverse effect on the Company’s consolidated results of operations, financial position
or liquidity.

On September 10, 2014, the SEC issued to Caterpillar a subpoena seeking information concerning the Company’s
accounting for the goodwill relating to its acquisition of Bucyrus International Inc. in 2011 and related matters. The
Company is cooperating with the SEC regarding this subpoena and its ongoing investigation. The Company is unable
to predict the outcome or reasonably estimate any potential loss; however, we currently believe that this matter will not
have a material adverse effect on the Company's consolidated results of operations, financial position or liquidity.

On March 20, 2014, Brazil’s Administrative Council for Economic Defense (CADE) published a Technical Opinion
which named 18 companies and over 100 individuals as defendants, including two subsidiaries of Caterpillar Inc., MGE
- Equipamentos e Servigos Ferroviarios Ltda. (MGE) and Caterpillar Brasil Ltda. The publication of the Technical Opinion
opened CADE's official administrative investigation into allegations that the defendants participated in anticompetitive
bid activity for the construction and maintenance of metro and train networks in Brazil. While companies cannot be held
criminally liable for anticompetitive conduct in Brazil, criminal charges have been brought against two current employees
of MGE and one former employee of MGE involving the same conduct alleged by CADE. The Company has responded
to all requests for information from the authorities. The Company is unable to predict the outcome or reasonably estimate
the potential loss; however, we currently believe that this matter will not have a material adverse effect on the Company's
consolidated results of operations, financial position or liquidity.

On October 24, 2013, Progress Rail received a grand jury subpoena from the U.S. District Court for the Central District
of California. The subpoena requests documents and information from Progress Rail, United Industries Corporation, a
wholly-owned subsidiary of Progress Rail, and Caterpillar Inc. relating to allegations that Progress Rail conducted
improper or unnecessary railcar inspections and repairs and improperly disposed of parts, equipment, tools and other
items. In connection with this subpoena, Progress Rail was informed by the U.S. Attorney for the Central District of
California that it is a target of a criminal investigation into potential violations of environmental laws and alleged improper
business practices. The Company is cooperating with the authorities and is currently in discussions regarding a potential
resolution of the matter. Although the Company believes a loss is probable, we currently believe that this matter will not
have a material adverse effect on the Company's consolidated results of operations, financial position or liquidity.

In addition, we are involved in other unresolved legal actions that arise in the normal course of business. The most
prevalent of these unresolved actions involve disputes related to product design, manufacture and performance liability
(including claimed asbestos and welding fumes exposure), contracts, employment issues, environmental matters or
intellectual property rights. The aggregate range of reasonably possible losses in excess of accrued liabilities, if any,
associated with these unresolved legal actions is not material. In some cases, we cannot reasonably estimate a range of
loss because there is insufficient information regarding the matter. However, we believe there is no more than a remote
chance that any liability arising from these matters would be material. Although it is not possible to predict with certainty
the outcome of these unresolved legal actions, we believe that these actions will not individually or in the aggregate have
a material adverse effect on our consolidated results of operations, financial position or liquidity.
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14.

15.

Income taxes

The provision for income taxes for the first six months of 2015 reflects an estimated annual effective tax rate of 28.5
percent compared with 29.5 percent for the first six months of 2014, excluding the items discussed below. The decrease
is primarily due to a more favorable expected geographic mix of profits from a tax perspective in 2015. The impact of
the U.S. research and development tax credit is not included in either the first six months of 2015 or 2014 as it was
renewed for 2014 in the fourth quarter of 2014 and has not been renewed for 2015.

The provision for income taxes in the first six months of 2014 also included a net charge of $22 million consisting of a
$55 million charge to correct for an error which resulted in an understatement of tax liabilities for prior years offset by a
$33 million benefit to reflect a settlement with the U.S. Internal Revenue Service (IRS) related to 1992 through 1994.

OnJanuary 30,2015, we received a Revenue Agent's Report (RAR) from the IRS indicating the end of the field examination
of our U.S. tax returns for 2007 to 2009 including the impact of a loss carryback to 2005. The RAR proposed tax increases
and penalties for these years of approximately $1 billion primarily related to two significant areas that we are vigorously
contesting through the IRS Appeals process. In the first area, the IRS has proposed to tax in the United States profits
earned from certain parts transactions by one of our non-U.S. subsidiaries, Caterpillar SARL (CSARL), based on the IRS
examination team's application of the "substance-over-form" or "assignment-of-income" judicial doctrines. We believe
that the relevant transactions complied with applicable tax laws and did not violate judicial doctrines. We have filed U.S.
tax returns on this same basis for years after 2009. In the second area, the IRS disallowed approximately $125 million
of foreign tax credits that arose as a result of certain financings unrelated to CSARL. Based on the information currently
available, we do not anticipate a significant increase or decrease to our unrecognized tax benefits for these matters within
the next 12 months as a result of progress of the audit. However, we are monitoring several court cases that could increase
unrecognized tax benefits relating to foreign tax credits that arose as a result of certain financings unrelated to CSARL.
We currently believe the ultimate disposition of these matters will not have a material adverse effect on our consolidated
financial position, liquidity or results of operations.

Segment information
A. Basis for segment information

Our Executive Office is comprised of five Group Presidents, a Senior Vice President, an Executive Vice President and a
CEO. Group Presidents are accountable for a related set of end-to-end businesses that they manage. The Senior Vice
President leads the Caterpillar Enterprise System Group and the Executive Vice President leads the Law and Public Policy
Division. The CEO allocates resources and manages performance at the Group President level. As such, the CEO serves
as our Chief Operating Decision Maker and operating segments are primarily based on the Group President reporting
structure.

Three of our operating segments, Construction Industries, Resource Industries and Energy & Transportation are led by
Group Presidents. One operating segment, Financial Products, is led by a Group President who also has responsibility
for Corporate Services. Corporate Services is a cost center primarily responsible for the performance of certain support
functions globally and to provide centralized services; it does not meet the definition of an operating segment. One Group
President leads three smaller operating segments that are included in the All Other operating segments. The Caterpillar
Enterprise System Group and Law and Public Policy Division are cost centers and do not meet the definition of an
operating segment.

Effective January 1,2015, responsibility for product management for certain components moved from Resource Industries
to Energy & Transportation. Segment information for 2014 has been retrospectively adjusted to conform to the 2015
presentation.

B. Description of segments

We have seven operating segments, of which four are reportable segments. Following is a brief description of our
reportable segments and the business activities included in the All Other operating segments:

Construction Industries: A segment primarily responsible for supporting customers using machinery in infrastructure
and building construction applications. Responsibilities include business strategy, product design, product management
and development, manufacturing, marketing and sales and product support. The product portfolio includes backhoe
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loaders, small wheel loaders, small track-type tractors, skid steer loaders, multi-terrain loaders, mini excavators, compact
wheel loaders, telehandlers, select work tools, small, medium and large track excavators, wheel excavators, medium
wheel loaders, compact track loaders, medium track-type tractors, track-type loaders, motor graders, pipelayers, and mid-
tier soil compactors. In addition, Construction Industries has responsibility for an integrated manufacturing cost center.
Inter-segment sales are a source of revenue for this segment.

Resource Industries: Asegmentprimarily responsible for supporting customers using machinery in mining and quarrying
applications. Responsibilities include business strategy, product design, product management and development,
manufacturing, marketing and sales and product support. The product portfolio includes large track-type tractors, large
mining trucks, hard rock vehicles, longwall miners, electric rope shovels, draglines, hydraulic shovels, drills, highwall
miners, large wheel loaders, off-highway trucks, articulated trucks, wheel tractor scrapers, wheel dozers, select work
tools, machinery components and electronics and control systems. Resource Industries also manages areas that provide
services to other parts of the company, including integrated manufacturing and research and development. In addition,
segment profit includes the impact from divestiture of portions of the Bucyrus distribution business. Inter-segment sales
are a source of revenue for this segment.

Energy & Transportation: A segment primarily responsible for supporting customers using reciprocating engines,
turbines, diesel-electric locomotives and related parts across industries serving power generation, industrial, oil and gas
and transportation applications, including marine and rail-related businesses. Responsibilities include business strategy,
product design, product management, development, manufacturing, marketing, sales and product support of turbines and
turbine-related services, reciprocating engine powered generator sets, integrated systems used in the electric power
generation industry, reciprocating engines and integrated systems and solutions for the marine and oil and gas industries;
reciprocating engines supplied to the industrial industry as well as Caterpillar machinery; the business strategy, product
design, product management, development, manufacturing, remanufacturing, leasing, and service of diesel-electric
locomotives and components and other rail-related products and services. Inter-segment sales are a source of revenue
for this segment.

Financial Products Segment: Provides financing to customers and dealers for the purchase and lease of Caterpillar and
other equipment, as well as some financing for Caterpillar sales to dealers. Financing plans include operating and finance
leases, installment sale contracts, working capital loans and wholesale financing plans. The segment also provides various
forms of insurance to customers and dealers to help support the purchase and lease of our equipment.

All Other operating segments: Primarily includes activities such as: the remanufacturing of Cat® engines and
components and remanufacturing services for other companies as well as the business strategy, product management,
development, manufacturing, marketing and product support of undercarriage, specialty products, hardened bar stock
components and ground engaging tools primarily for Cat products, paving products, forestry products, and industrial and
waste products; the product management, development, marketing, sales and product support of on-highway vocational
trucks for North America; parts distribution; distribution services responsible for dealer development and administration
including a wholly-owned dealer in Japan, dealer portfolio management and ensuring the most efficient and effective
distribution of machines, engines and parts. Results for the All Other operating segments are included as a reconciling
item between reportable segments and consolidated external reporting.

C. Segment measurement and reconciliations

There are several methodology differences between our segment reporting and our external reporting. The following is
a list of the more significant methodology differences:

. Machinery, Energy & Transportation segment net assets generally include inventories, receivables, property,
plant and equipment, goodwill, intangibles, accounts payable and customer advances. Liabilities other than
accounts payable and customer advances are generally managed at the corporate level and are not included in
segment operations. Financial Products Segment assets generally include all categories of assets.

. Segment inventories and cost of sales are valued using a current cost methodology.
. Goodwill allocated to segments is amortized using a fixed amount based on a 20 year useful life. This
methodology difference only impacts segment assets; no goodwill amortization expense is included in segment

profit. In addition, only a portion of goodwill for certain acquisitions made in 2011 or later has been allocated
to segments.
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Reconcil

The present value of future lease payments for certain Machinery, Energy & Transportation operating leases is
included in segment assets. The estimated financing component of the lease payments is excluded.

Currency exposures for Machinery, Energy & Transportation are generally managed at the corporate level and
the effects of changes in exchange rates on results of operations within the year are not included in segment
profit. The net difference created in the translation of revenues and costs between exchange rates used for U.S.
GAAP reporting and exchange rates used for segment reporting is recorded as a methodology difference.

Postretirement benefit expenses are split; segments are generally responsible for service and prior service costs,
with the remaining elements of net periodic benefit cost included as a methodology difference.

Machinery, Energy & Transportation segment profit is determined on a pretax basis and excludes interest expense
and other income/expense items. Financial Products Segment profit is determined on a pretax basis and includes

other income/expense items.

ing items are created based on accounting differences between segment reporting and our consolidated external

reporting. Please refer to pages 38 to 44 for financial information regarding significant reconciling items. Most of our
reconciling items are self-explanatory given the above explanations. For the reconciliation of profit, we have grouped
the reconciling items as follows:

Corporate costs: These costs are related to corporate requirements and strategies that are considered to be for
the benefit of the entire organization.

Restructuring costs: Primarily costs for employee separation costs and long-lived asset impairments. A table,
Reconciliation of Restructuring Costs on page 41, has been included to illustrate how segment profit would have
been impacted by the restructuring costs. See Note 19 for more information.

Methodology differences: See previous discussion of significant accounting differences between segment
reporting and consolidated external reporting.

Timing: Timing differences in the recognition of costs between segment reporting and consolidated external

reporting. For example, certain costs are reported on the cash basis for segment reporting and the accrual basis
for consolidated external reporting.
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Reportable Segments
Three Months Ended June 30,

(Millions of dollars)
2015
Inter-
External segment Total sales Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit June 30 expenditures
Construction Industries......... $ 4,441 $ 45 3 4,486 $ 122§ 587 % 5,924 $ 49
Resource Industries............... 1,991 82 2,073 163 — 9,013 38
Energy & Transportation...... 4,544 487 5,031 160 906 8,557 218
Machinery, Energy &
Transportation................ $ 10976 $ 614 $ 11,590 $ 445  § 1,493 $ 23,494 $ 305
Financial Products Segment . 785 — 785 213 184 36,353 342
Total ..o $ 11,761 $ 614 $§ 12375 $ 658 § 1,677 § 59,847 $ 647
2014
Inter-
External segment  Total sales  Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit December 31  expenditures
Construction Industries......... $ 5,407 $ 56 $§ 5463 $ 131§ 674 $ 6,596 $ 79
Resource Industries............... 2,241 111 2,352 171 114 9,497 76
Energy & Transportation...... 5,175 586 5,761 160 1,028 8,470 95
Machinery, Energy &
Transportation................ $ 12,823 § 753§ 13,576 $ 462 § 1,816 $ 24,563 $ 250
Financial Products Segment . 834 — 834 217 244 37,011 510
Total ..o $§ 13,657 $ 753§ 14410 $ 679 $ 2,060 $ 61,574 $ 760
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Reportable Segments
Six Months Ended June 30,

(Millions of dollars)
2015
Inter-
External segment Total sales Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit June 30 expenditures
Construction Industries......... $ 9,136 $ 9% $ 9,232 $§ 241  $ 1,327  $ 5,924 $ 85
Resource Industries............... 3,919 175 4,094 324 85 9,013 68
Energy & Transportation...... 9,306 1,001 10,307 316 1,892 8,557 367
Machinery, Energy &
Transportation.................... $ 22361 $ 1,272 $ 23,633 $ 881 $ 3,304 S 23,494 $ 520
Financial Products Segment . 1,580 — 1,580 428 411 36,353 636
Total ..o $ 23941 3 1,272 ' § 25213 § 1,309 $ 3,715 3 59,847 $ 1,156
2014
Inter-
External segment  Total sales  Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit December 31  expenditures
Construction Industries......... $ 10,471 $ 131 $ 10,602 $ 265 $ 1,362 $ 6,596 $ 143
Resource Industries............... 4,364 213 4,577 342 257 9,497 100
Energy & Transportation...... 9,951 1,136 11,087 318 1,861 8,470 171
Machinery, Energy &
Transportation.................... $ 24786 $ 1,480 $ 26,266 $ 925 § 3,480 $ 24,563 $ 414
Financial Products Segment . 1,651 — 1,651 436 484 37,011 779
Total ..o $ 26437 § 1,480 $ 27917 $ 1,361 § 3,964 3 61,574 $ 1,193
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Reconciliation of Sales and revenues:

Machinery,
(Millions of dollars) Energy & Financial Consolidating Consolidated
Transportation Products Adjustments Total
Three Months Ended June 30, 2015
Total external sales and revenues from reportable segments....... $ 10,976 $ 785 % — S 11,761
All Other operating SEZMENLS........cc.ceverueruerrerererereneeeeeeeeneens 637 — — 637
ONET ..ttt ettt benens (30) 20 71! (81)
Total sales and TEVENUES............ceevveerreerrieiriereeie e $ 11,583  $ 805 § 7y $ 12,317
Three Months Ended June 30, 2014
Total external sales and revenues from reportable segments....... $ 12,823  $ 834 § — S 13,657
583 — — 583
(15) 17 92)' (90)
Total sales and TEVENUES............cceevveerrierrieiriereeie e $ 13,391  $ 851 § 92) $ 14,150
' Elimination of Financial Products revenues from Machinery, Energy & Transportation.
Reconciliation of Sales and revenues:
Machinery,
(Millions of dollars) Energy & Financial Consolidating Consolidated
Transportation Products Adjustments Total
Six Months Ended June 30, 2015
$ 22,361  $ 1,580 $ — 3 23,941
1,223 — — 1,223
(40) 38 (143) ! (145)
$ 23,544 $ 1,618 $ (143) $ 25,019
$ 24,786 $ 1,651 $ — 3 26,437
1,137 — — 1,137
39) 31 (175) ! (183)
$ 25,884 $ 1,682 $ (175) % 27,391

' Elimination of Financial Products revenues from Machinery, Energy & Transportation.
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Reconciliation of Consolidated profit before taxes:

Machinery,
(Millions of dollars) Energy & Financial Consolidated
Transportation Products Total
Three Months Ended June 30, 2015
Total profit from reportable SEMENLS .........ccvvveveeiririeiriieeeeieieeeieeee e $ 1,493 § 184 § 1,677
All Other Operating SEZMENLTS .........ccveveriererererieriteieteteeesbe et ete et esesseseeneenee 217 — 217
COSE COIMERTS. ... evenieuiententeteete ettt e et et st bt et e bt e st et et et e s besbeebeebeestententensenbenses 20 — 20
COTPOTALE COSLS ..uvrnrenrentertirtietieuientetetetestesteeteeseeseeneensensessessessesseeseeneensensensensesas (432) — (432)
THMIIE, e+ ettt ettt et e et e te et e e se e s essensebessesseeseeseeneensensensensensas (41) — (41)
RESIIUCLUIING COSTS .uvevvinriiiriieeieeieieieieieste et eteeteereesessesessesaessesseeseessessensensensensas (89) — (89)
Methodology differences:
INVeNtory/CoSt OF SALES....c..ceutiuieiiiiieriertect et 27 — 27
Postretirement benefit expense (119) — (119)
FINancing COSES....cueruiriiniiriiiieieieeeteete ettt (130) — (130)
Equity in (profit) loss of unconsolidated affiliated companies ... 2) — 2)
CUITEIICY .ttentienteenteenteeteeee et e estesetesseeseeesseeseeseenseenseenseeneesneeaneesseenseesseenseenseens (73) — (73)
Other income/expense methodology differences..........ccoceevveveirenncnecnnene. (56) — (56)
Other methodology differences.........coevereririeieiieiiinieneeceeeee (8) 1 7
Total consolidated profit before taxes .........ccceeerieerieirerieirieieeiee e $ 807 $ 185 $ 992
Three Months Ended June 30, 2014
Total profit from reportable SEZMENLS ..........ccoevieerirveerriieierieeereeee e $ 1,816 $ 244§ 2,060
All Other Operating SEZMENLS ........c.coirueuireririrteieteeeeeeeee ettt e e eee e 223 — 223
COSE COIMERTS. .. eveeuteutenteteteete ettt ettt ettt bbbt e bt et e sttt sae st e bt bt est et etenbenbebes 22 — 22
(427) — (427)
(39 — (39)
(114) — (114)
Methodology differences:
INVentory/Cost Of SALES.....cc.evruirieiiieieieiere et 9 — 9
Postretirement benefit EXPense.......couevververeririeierieienienese ettt (118) — (118)
FINancing COSES ....cuenuiriiriiirieieieeeeet s (123) — (123)
Equity in (profit) loss of unconsolidated affiliated companies........................ 1) — 1)
CUITEIICY .tntienteente ettt et ettt e st e st e st et et e et e et e eateeneesaeesseesaeesaeesneenseenseens 3 — 3
Other income/expense methodology differences .........cocvvvvcieceecverienierieniennne (71) — (71)
Other methodology differences..........ccooevrerieineiienceeee e — 4) 4)
Total consolidated profit bEfore taXes .......ccevvrveueriririeiriieieieieiee et $ 1,180 $ 240 $ 1,420
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Reconciliation of Consolidated profit before taxes:

Machinery,
(Millions of dollars) Energy & Financial Consolidated
Transportation Products Total
Six Months Ended June 30, 2015
Total profit from reportable SEZMENLS .........ccovveveeeirieieeiieeeereee e $ 3,304 $ 411  § 3,715
All Other Operating SEZMENLES .........cc.eeieieriereriererteeieeiteteeestenresre st st eieeeeneenee 442 — 442
COSE COIMERTS. .c.veveuteutententeteste ettt ettt et et s b st e bt e it es b et et e tesbesbeebeeneeneentensenbenses 81 — 81
COTPOTALE COSLS ..uvrurenrentetirteateettentententetetestestesseeseeseentensensessessesseeseenteneensensensensas (931) — (931)
THMIIE, c.veveveeieeieeeet ettt ettt et et e et e e seeseesaessessensessesseeseeseeneensensensensensas (23) — (23)
RESIUCLUTING COSTS .uvvvinviiiriiieieeieieieiesiesteeteeteete s e sseessessessessesseesesseeseeseensensensensas (125) — (125)
Methodology differences:
INVeNtory/COoSt OF SALES....c.erueriiiiieiieieieeeet et 8) — 8)
Postretirement benefit expense (223) — (223)
FINANCINgG COSES ...couvimiiiiiiniiriieiieieieet ettt sttt (266) — (266)
Equity in (profit) loss of unconsolidated affiliated companies ... 4) — 4)
(15 1<) T P (100) — (100)
Other income/expense methodology differences ..........coceovveeieeneinenncene. 3 — 3
Other methodology differences.........cocooeriririnieiieiiiiceeeeeeeeeeeee (17) 3 (14)
Total consolidated profit before taxes ..........cceeevererieirenieenieieeee e $ 2,133 §$ 414 $ 2,547
Six Months Ended June 30, 2014
Total profit from reportable SEEMENLS ...........c.cocveviievevieieeeeeeeieeeeeeeeee e $ 3,480 $ 484 $ 3,964
All Other Operating SEZMENTS ........c.ccueieuirieireeeeerieieeeeeie et 458 — 458
COSE COIMERTS. .c.venvetieitententetete sttt ettt et et ettt st bt bt eb e e st et et e be st e ebeebe e bt eneentenbenean 74 — 74
(793) — (793)
(80) — (80)
(263) — (263)
Methodology differences:
INVentory/Cost OF SALES.....ccueiiuiieiiieeiee e 23 — 23
Postretirement benefit XpPense. ..........covevererererinieienieneneneseseeeeee e (220) — (220)
FINancing COSES ....cviuiriiriiniirieiieieieeeteee ettt (237) — (237)
Equity in (profit) loss of unconsolidated affiliated companies........................ 2) — 2)
CUITEIICY .evvevventenretestestesteeseeseessestesessessesseeseeseeseessessensensesseesessessesssensensensensens (23) — (23)
Other income/expense methodology differences ..........ocvvvevievrceecvevierieniennens (131) — (131)
Other methodology differences...........cooeeieiirenieineiieneeeee e 4) 4) ®)
Total consolidated profit before taXes ........coovrvevereirieieeeiieieieieieeeee e $ 2,282 $ 480 $ 2,762
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Reconciliation of Restructuring costs:

As noted above, restructuring costs are a reconciling item between Segment profit and Consolidated profit before taxes. Had we
included the amounts in the segments' results, the profit would have been as shown below:

Reconciliation of Restructuring costs:

Segment profit
(Millions of dollars) Segment Restructuring with
profit costs restructuring costs

Three Months Ended June 30, 2015
Construction INAUSLIIES ......c..cevvevieveiiiiieeeee et $ 587 $ (28) $ 559
Resource INAUSHIIES ......ocuevuirierieieieieie et — (35) (35)
Energy & Transportation..........cccoeceeeeeeenueinenieenieinieneenieeeieseee e 906 (11) 895
Financial Products Segment...........cccevuevuieieieieiieieienese e 184 — 184
All Other operating segments 217 6) 211

TOAL. et $ 1,894 § 80) § 1,814
Three Months Ended June 30, 2014
Construction INAUSLIIES ......c.coveeirierieiriiininienceee e $ 674 $ 96) $ 578
Resource INAUSEIIES ......ecveevieeieieieieieieeicetceceeeee e 114 (10) 104
Energy & TransSportation...........c.eceevererereseeiesiesieniesessesseeessesessensenes 1,028 3) 1,025
Financial Products Segment.............ccoceoveenieinieinineineeeeceeceee 244 — 244
All Other operating SEZMENLS..........coueruerrerrirereriereienenesesieseeeeeeneens 223 2) 221

TOAL. ettt ettt ettt et $ 2,283 $ (111) $ 2,172
Reconciliation of Restructuring costs:

Segment profit
(Millions of dollars) Segment Restructuring with
profit costs restructuring costs

Six Months Ended June 30, 2015
Construction INAUSLIIES ......c.coveevrierieirieinenierceeeecceeeeee e $ 1,327 $ 39 $ 1,288
Resource INAUSEIIES ......ecveevieeieieieieieieecececeeee e 85 (43) 42
Energy & Transportation...........c.eceeververereseeeeeesienienieseseeeesesessensenes 1,892 (14) 1,878
Financial Products Segment.............ccoceorereineineneineeeeceeeeee 411 — 411
All Other operating segments 442 (19) 423

TOAL. ettt ettt sttt $ 4,157 § (115) $ 4,042
Six Months Ended June 30, 2014
Construction Industries ... . 3 1,362  $ 227) $ 1,135
Resource INAUSHIIES ......ocuevuirierieieieieie et 257 21 236
Energy & Transportation..........cccoeceeeeeeenueinenieenieinieneenieeeieseee e 1,861 6) 1,855
Financial Products Segment...........cccevuevuieieieieiieieienese e 484 — 484
All Other Operating SEZMENTS..........c.ccververrieiereeieeirerreriesiessesesseseesaessessens 458 6) 452

TOAL. et $ 4,422 § (260) $ 4,162
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Reconciliation of Assets:

Machinery,
(Millions of dollars) Energy & Financial Consolidating  Consolidated
Transportation Products Adjustments Total
June 30, 2015
Total assets from reportable SEEMENtS .........ccoceveveeeeerireeeiririeereeeens $ 23,494 $ 36,353 $ — § 59,847
All Other operating SEZMENLS..........ccevverrererererieierierienieneseseeeenea 2,549 — — 2,549
Items not included in segment assets:
Cash and short-term inVestments .............ccceeeevveeevreeeeneeeeeeeeeeeennen. 6,466 — — 6,466
Intercompany receivables ..........covevereririeienieieeeeeee s 1,197 — (1,197) —
Investment in Financial Products............ccceevvvevieecieeceeeeeeeenen. 4,256 — (4,256) —
Deferred INCOME tAXES ....oveverierierierieieeeeeeeeeeeeesiesresre e ese e eeeeesens 3,474 — (705) 2,769
Goodwill and intangible assets ... 3,615 — — 3,615
1,222 — — 1,222
(210) — — (210)
9,273 — — 9,273
(2,600) — — (2,600)
ONET ..ttt (628) 11 (72) (689)
TOLAL ASSELS -..veueeviteneeteeeiietes ettt ettt ettt sttt te et e eneeteneenens $ 52,108 $ 36,364 $ (6,230) $ 82,242
December 31, 2014
Total assets from reportable SEEMENLS ...........ccooveveveviievereieeieeceeeeen $ 24563 $ 37,011  $ — 61,574
All Other operating SEEMENTS..........ccververreerieeereerereriensessessessesessaeseens 2,810 — — 2,810
Items not included in segment assets:
Cash and short-term investments 6,317 — — 6,317
Intercompany receivables ............... 1,185 — (1,185) —
Investment in Financial Products 4,488 — (4,488) —
Deferred INCOME tAXES ......oocuvieeveiieieieeeieeeeeeeeeeee e 3,627 — (674) 2,953
3,492 — — 3,492
1,174 — — 1,174
(213) — — (213)
Liabilities included in segment assets ...........ceceeeeverienienerereneneneens 9,837 — — 9,837
Inventory methodology differences ...........coceveevveierienieneneneneeeeene (2,697) — — (2,697)
ORET ...ttt (395) (102) (69) (566)
TOLAL ASSEES ettt ettt e e e s e e e eeeeeeeeeeeeenenens $ 54,188 $ 36,909 $ (6,416) $ 84,681
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Reconciliations of Depreciation and amortization:

(Millions of dollars) h]/;i‘lzl;g;eg ’ l;,l::f:;:lccl?sl Con?;igla ted
Transportation
Three Months Ended June 30, 2015
Total depreciation and amortization from reportable segments ............ccccoeeeerieerencenne $ 445 213§ 658
Items not included in segment depreciation and amortization:
AllL Other Operating SEZMENLS..........ccerterreriirerieieteniereertesteeteeseeseestestessessessesseeseeneenes 68 — 68
COSE CEILETS ....euiiiiiiitiiiecieeteet ettt s sttt 38 — 38
OBRET ...ttt (11) 8 3)
Total depreciation and aMOITIZALION .............ecvevirvererriieriieeerie ettt eseseeeeas $ 540 221 $ 761
Three Months Ended June 30, 2014
Total depreciation and amortization from reportable segments ............ccccevveverererennenne. $ 462 217 $ 679
Items not included in segment depreciation and amortization:
All Other operating segments 73 — 73
COST COIMLETS ...ttt 37 — 37
OBNCT .ttt ettt ettt ettt et e b e b e s be st e eteeseese e st esbesbeseeaeereereeseeneas (6) 6 —
Total depreciation and amMOTTIZAION .....c..ccuererteriirieieieerererere et $ 566 223§ 789
Reconciliations of Depreciation and amortization:
Machinery,
(Millions of dollars) Energy & Financial Consolidated
Transportation Products Total
Six Months Ended June 30, 2015
Total depreciation and amortization from reportable segments ............cccceeeverereeeenenne. $ 881 428 $ 1,309
Items not included in segment depreciation and amortization:
AllL Other Operating SEZMENTS. .........ccerverreeeeeeieierteriertessesseeseeseeeessessessessessessessesseenes 134 — 134
COST COIMLETS ...ttt st 76 — 76
OBRET ..ttt ettt sttt ettt ettt (21) 16 5)
Total depreciation and amMOTTIZAION .....c..ecererieririeieieererere et $ 1,070 444  § 1,514
Six Months Ended June 30, 2014
Total depreciation and amortization from reportable segments ............ccccevvererenenennenne. $ 925 436 § 1,361
Items not included in segment depreciation and amortization:
AllL Other Operating SEZMENLS..........ccververuerereeieierteiertestestesseeseeseentessessessessessesseeseenes 139 — 139
COSE CEINLETS ...t 74 — 74
OBRET ...ttt ettt (16) 12 “4)
Total depreciation and aMOTTIZAION ..........ccueeruirieiirieieieeeree e $ 1,122 448 $ 1,570
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Reconciliations of Capital expenditures:

Machinery,
(Millions of dollars) Energy & Financial Consolidating  Consolidated
Transportation Products Adjustments Total
Three Months Ended June 30, 2015
Total capital expenditures from reportable segments...........cccceeeeene $ 305 342§ — § 647
Items not included in segment capital expenditures:
All Other operating SEZMENLS .........cceeveereereeieierierienieniesesieeeeeens 45 — — 45
COSt CEINLETS ...ttt 27 — — 27
THMINE .ottt e st e b b e sbeeneeseenaenes (19) — — (19)
OBhET .ttt (76) 32 (11) (55)
Total capital eXpenditures...........oecevreeveeririeeeeieieieesiee e $ 282 374 $ 11y s 645
Three Months Ended June 30, 2014
Total capital expenditures from reportable segments............cccoeeenee $ 250 510 $ — 760
Items not included in segment capital expenditures:
All Other operating SEMENLS ........ccevereeeeeerrerierrenrensesseeeeeenens 56 — — 56
COSE COINLETS ..ttt sttt ettt sbe b s eae 28 — — 28
TN vttt ettt ettt (38) — — (3%)
OBRET ..ttt 27) 28 an (10)
Total capital eXPenditures...........ccoevevrverieerieiereieesieeeeeere e ereeenens $ 269 538 $ (11) $ 796
Reconciliations of Capital expenditures:
Machinery,
(Millions of dollars) Energy & Financial Consolidating  Consolidated
Transportation Products Adjustments Total
Six Months Ended June 30, 2015
Total capital expenditures from reportable segments.......................... $ 520 636 $ — 3 1,156
Items not included in segment capital expenditures:
All Other operating SEZMENtS ..........cccevereeereereneeereeeeeeeeseeeeas 91 — — 91
COSE COIMERTS ..ttt ettt sttt ettt ettt besb s b e eas 46 — — 46
234 — — 234
(132) 95 19) (56)
$ 759 731 $ (19) $ 1,471
Six Months Ended June 30, 2014
Total capital expenditures from reportable segments..........c.cceceeeenee $ 414 779 $ — 3 1,193
Items not included in segment capital expenditures:
All Other operating SEZMENLS .........cceeveereeieieeerierierieseseseeeeeens 94 — — 94
COSE CEINLETS ...c.eninriiieiieiieiteretetest ettt s 49 — — 49
THMING .ttt ee et ae b e b e sbeebeeseeseesnens 229 — — 229
OBRET .ottt ettt (48) 52 34) 30)
Total capital eXpenditures...........cevveveveriririereeieieeiieeeeeeeeee e $ 738 831 $ 34) $ 1,535
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16.

Cat Financial financing activities
Credit quality of finance receivables and allowance for credit losses

Cat Financial applies a systematic methodology to determine the allowance for credit losses for finance receivables.
Based upon Cat Financial’s analysis of credit losses and risk factors, portfolio segments are as follows:

¢ Customer — Finance receivables with retail customers.
*  Dealer — Finance receivables with Caterpillar dealers.

Cat Financial further evaluates portfolio segments by the class of finance receivables, which is defined as a level of
information (below a portfolio segment) in which the finance receivables have the same initial measurement attribute
and a similar method for assessing and monitoring credit risk. Typically, Cat Financial’s finance receivables within a
geographic area have similar credit risk profiles and methods for assessing and monitoring credit risk. Cat Financial’s
classes, which align with management reporting for credit losses, are as follows:

*  North America — Finance receivables originated in the United States or Canada.

*  Europe — Finance receivables originated in Europe, Africa, Middle East and the Commonwealth of Independent
States.

*  Asia Pacific — Finance receivables originated in Australia, New Zealand, China, Japan, South Korea and Southeast
Asia.

*  Mining — Finance receivables related to large mining customers worldwide.

»  Latin America — Finance receivables originated in Central and South American countries and Mexico.

*  Caterpillar Power Finance — Finance receivables related to marine vessels with Caterpillar engines worldwide and
Caterpillar electrical power generation, gas compression and co-generation systems and non-Caterpillar equipment
that is powered by these systems worldwide.

Impaired finance receivables

For all classes, a finance receivable is considered impaired, based on current information and events, if it is probable that
Cat Financial will be unable to collect all amounts due according to the contractual terms of the finance receivable.
Finance receivables reviewed for impairment include those that are past due, non-performing or in bankruptcy. Recognition
of income is suspended and the finance receivable is placed on non-accrual status when management determines that
collection of future income is not probable (generally after 120 days past due except in locations where local regulatory
requirements dictate a different method, or in instances in which relevant information is known that warrants placing the
finance receivable on non-accrual status). Accrual is resumed, and previously suspended income is recognized, when
the finance receivable becomes contractually current and/or collection doubts are removed. Cash receipts on impaired
finance receivables are recorded against the receivable and then to any unrecognized income.

There were no impaired finance receivables as of June 30, 2015 or December 31, 2014, for the Dealer portfolio segment.

The average recorded investment for impaired finance receivables within the Dealer portfolio segment was zero for the
three and six months ended June 30, 2015 and 2014.
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Individually impaired finance receivables for the Customer portfolio segment were as follows:

June 30, 2015 December 31, 2014
Unpaid Unpaid
(Millions of dollars) Recorded Principal Related Recorded Principal Related
Investment Balance Allowance Investment Balance Allowance

Impaired Finance Receivables
With No Allowance Recorded

Customer

Impaired Finance Receivables
With An Allowance Recorded

Customer
North America........cccoeveeveeveeennnnn.. $ 6 $ 6 $ 2 3 6 $ 6 $

Total Impaired Finance
Receivables

Customer
North America.........cccoeevevevenennn. $ 17 $ 17 $ 2 % 20 $ 20 S
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(Millions of dollars)

Impaired Finance Receivables With

No Allowance Recorded

Custo

mer

North America.........ccooeevveeveereeereennen.

Impaired Finance Receivables With

An Allowance Recorded

Customer

North America.........ccceeveeeveeeneennen.

Total

Impaired Finance Receivables

Customer
North America

Three Months Ended
June 30, 2015

Three Months Ended
June 30, 2014

Average Recorded

Investment

Interest Income
Recognized

Average Recorded

Investment

Interest Income

Recognized

12 — 22 —
42 — 47 —
2 — 4 —
80 87 1
32 — 37 —
176 162 1
344 359 2
6 — 13 —
15 16 —
41 13 1
62 — 73 2
51 — 17 —
132 63 —
307 195 3
18 — 35 —
57 63 —
43 17 1
142 160 3
83 — 54 _
308 225 1
$ 651 $ 554§ 5
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Six Months Ended Six Months Ended
June 30, 2015 June 30, 2014
Average Recorded Interest Income Average Recorded Interest Income

(Millions of dollars) Investment

Recognized

Investment

Recognized

Impaired Loans and Finance Leases
With No Allowance Recorded

Customer
North America........ccoveeveeeereereeneennnns $ 13 $ — 23 1
43 — 47 —
2 — 5 —
87 3 107 3
32 — 26 —
151 2 188 3
$ 328 $ 5 396 $ 7
Impaired Loans and Finance Leases
With An Allowance Recorded
Customer
$ 6 $ — 11 3 —
14 1 18 —
34 1 14 1
66 1 51 2
49 1 20 —
131 1 75 1
$ 300 $ 5 189 $ 4
Total Impaired Loans and Finance
Leases
Customer
$ 19 $ — 34 3 1
57 1 65 —
36 1 19 1
MINING....oeeieieieienenenenereeeeeeeeaen 153 4 158 5
Latin America........c.cceevvevreerreeeneennen. 81 1 46 —
Caterpillar Power Finance................. 282 3 263 4
Total......coooeiiiei $ 628 $ 10 585 $ 11

Non-accrual and past due finance receivables

For all classes, Cat Financial considers a finance receivable past due if any portion of a contractual payment is due and
unpaid for more than 30 days. Recognition of income is suspended and the finance receivable is placed on non-accrual
status when management determines that collection of future income is not probable (generally after 120 days past due
except in locations where local regulatory requirements dictate a different method, or in instances in which relevant
information is known that warrants placing the finance receivable on non-accrual status). Accrual is resumed, and
previously suspended income is recognized, when the finance receivable becomes contractually current and/or collection

doubts are removed.

As of June 30, 2015 and December 31, 2014, there were no finance receivables on non-accrual status for the Dealer

portfolio segment.
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The investment in customer finance receivables on non-accrual status was as follows:

(Millions of dollars) June 30, 2015 December 31, 2014
Customer
$ 28 § 27
40 28
40 54
155 62
236 201
119 96
$ 618 § 468
Aging related to finance receivables was as follows:
June 30, 2015
31-60 61-90 91+ Total
(Millions of dollars) Days Days Days Total Past Finance 91+ Still
Past Due Past Due Past Due Due Current Receivables Accruing
Customer
North America.........cccoeee.. $ 56 $ 17 S 29 8 102 $ 7466 $ 7,568 § 6
Europe .....cccoeeevvvevcvicenenenne. 22 15 38 75 2,434 2,509 6
Asia Pacific ......cccoevvveenennns 57 25 50 132 1,949 2,081 14
Mining...c.covvevevrnrereceninnenenes 2 — 72 74 1,878 1,952 10
Latin America........c.c.coeveuee. 90 45 223 358 2,134 2,492 —
Caterpillar Power Finance.... 2 1 89 92 3,020 3,112 1
Dealer
North America...................... — — — — 2,291 2,291 —
Europe .....coocveevvcieeeeeeene — — — — 139 139 —
Asia Pacific .......cooeeveeecienene — — — — 565 565 —
MiNing .....cooevveveneneneeneennns — — — — — — —
Latin America..........cccceeuenee — — — — 583 583 —
Caterpillar Power Finance.... — — — — 3 3 —
Total........coevviiieeis $ 229 $ 103 § 501 $ 833 $ 22462 $ 23,295 $ 37
December 31, 2014
31-60 61-90 91+ Total
(Millions of dollars) Days Days Days Total Past Finance 91+ Still
Past Due  Past Due  Past Due Due Current Receivables Accruing
Customer
North America..........ccccc...... $ 46 3 g8 3 27§ 8 § 7,192 $ 7273 $
EUrope .......cccceevvvevecenerecnnnns 16 23 29 68 2,607 2,675 6
Asia Pacific ....c.cocccccvvvenenene. 29 22 69 120 2,316 2,436 16
MiNing ...c.covvveveirnrereeninnenenes 28 — 11 39 2,084 2,123 —
Latin America..........c.coevnee. 55 23 196 274 2,583 2,857 8
Caterpillar Power Finance.... 1 4 64 69 3,079 3,148 1
Dealer
North America........c............ — — — — 2,189 2,189 —
— — — — 153 153 —
— — — — 566 566 —
— — — — 646 646 —
$ 175 $ 80 § 396 $ 651 $ 23415 $ 24,066 $ 35
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Allowance for credit loss activity
An analysis of the allowance for credit losses was as follows:

(Millions of dollars) June 30, 2015
Allowance for Credit Losses: Customer Dealer Total
Balance at beginning of Year............ccocoeveveeieieveeieeeeeeeeeeae $ 388 $ 10 $ 398
Receivables written off .........ccocoeieieieiieieeeeeeeeeee e (72) — (72)
Recoveries on receivables previously written off...................... 22 — 22
Provision for credit IoSSEs.......couruiririeieiienienieniereresieececeeene 67 1) 66
ORET ..t (12) — (12)
Balance at end of Period..........c.ccoeveveviiriereieieieieeceeeee e $ 393§ 9 8 402
Individually evaluated for impairment.............cccecevivecreeinenenne $ 98 §$ — 8 98
Collectively evaluated for impairment............ccceeeveneneneneenene. 295 9 304
Ending Balance...........ccooveuiiieiiieieiiieeeeeee e $ 393§ 9 9 402

Recorded Investment in Finance Receivables:

Individually evaluated for impairment...........c.cccoeveveievererennnne. $ 607 $ — 3 607
Collectively evaluated for impairment.............ccoceceveveeneeenenenne 19,107 3,581 22,688
Ending Balance.........cccooeueivirieieiiieieeieieee e $ 19,714 $ 3,581 § 23,295
(Millions of dollars) December 31, 2014
Allowance for Credit Losses: Customer Dealer Total
Balance at beginning of year.............ccoceoveevieirieecineeceeeeene $ 365 § 10 $ 375
Receivables written off..........ccoeveviiiiiiieieieeeeeee e (151) — (151)
Recoveries on receivables previously written off ... 47 — 47
Provision for credit LoSSES ........ooevuerererinerieieieieseeeceeeee 150 — 150
OFRET ...ttt (23) — (23)
Balance at end of Year...........cocooveveviieierieiieieieceeeeeeeeeeeee e $ 388 $ 10 $ 398
Individually evaluated for impairment.............cccceereerenenenecnne. $ 75 8 — 3 75
Collectively evaluated for impairment..........c.eeevvervenenenenenenne 313 10 323
Ending Balance ..........ccooeiiuiieirieieeceeeeee e $ 388 § 10 $ 398
Recorded Investment in Finance Receivables:
Individually evaluated for impairment $ 613 §$ — 8 613
Collectively evaluated for impairment 19,899 3,554 23,453
Ending Balance .........c.ccoeeiiriieiiieiecieeieeeeeiee e $ 20,512 $ 3,554 § 24,066

Credit quality of finance receivables

The credit quality of finance receivables is reviewed on a monthly basis. Credit quality indicators include performing
and non-performing. Non-performing is defined as finance receivables currently over 120 days past due and/or on non-
accrual status or in bankruptcy. Finance receivables not meeting the criteria listed above are considered performing.
Non-performing finance receivables have the highest probability for credit loss. The allowance for credit losses
attributable to non-performing finance receivables is based on the most probable source of repayment, which is normally
the liquidation of collateral. In determining collateral value, Cat Financial estimates the current fair market value of the
collateral less selling costs. In addition, Cat Financial considers credit enhancements such as additional collateral and
contractual third-party guarantees in determining the allowance for credit losses attributable to non-performing finance
receivables.
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The recorded investment in performing and non-performing finance receivables was as follows:

June 30, 2015 December 31, 2014
(Millions of dollars) Customer Dealer Total Customer Dealer Total
Performing
North America.......ccceerveereeennene. $ 7,540 $ 2,291 $ 9,831 $ 7,246 $ 2,189 $ 9,435
EUrOPe ..o 2,469 139 2,608 2,647 153 2,800
Asia Pacific ......ccocooeeiriieiieee 2,041 565 2,606 2,382 566 2,948
MiNiNG.....coveieieieieieeseseeeeee 1,797 — 1,797 2,061 — 2,061
Latin America........cocvevververerennenne 2,256 583 2,839 2,656 646 3,302
Caterpillar Power Finance 2,993 3 2,996 3,052 — 3,052
Total Performing........................... $ 19,096 $ 3,581 § 22,677 $ 20,044 $ 3,554 § 23,598
Non-Performing
North America........cccceverereneenene $ 28 $ — 3 28 % 27§ — 3 27
EUurope .....ccccovveveevieieeeeeee 40 — 40 28 — 28
Asia Pacific .....ccooeeveeievieieeeeee 40 — 40 54 — 54
MiNing.....ceoveerieireeeseceeeees 155 — 155 62 — 62
Latin America........ccocvevveeveevennnnn. 236 — 236 201 — 201
Caterpillar Power Finance............. 119 — 119 96 — 96
Total Non-Performing.................... $ 618 § — 3 618 $ 468 $ — 3 468
Performing & Non-Performing
North America $ 7,568 $ 2,291 $ 9,859 $ 7273 $ 2,189 $ 9,462

2,828
3,002
2,123
3,503
3,148
$ 24,066

Troubled Debt Restructurings

A restructuring of a finance receivable constitutes a troubled debt restructuring (TDR) when the lender grants a concession
it would not otherwise consider to a borrower experiencing financial difficulties. Concessions granted may include
extended contract maturities, inclusion of interest only periods, below market interest rates, extended skip payment periods
and reduction of principal and/or accrued interest.

TDRs are reviewed along with other finance receivables as part of management’s ongoing evaluation of the adequacy of
the allowance for credit losses. The allowance for credit losses attributable to TDRs is based on the most probable source
of repayment, which is normally the liquidation of collateral. In determining collateral value, Cat Financial estimates
the current fair market value of the collateral less selling costs. In addition, Cat Financial considers credit enhancements
such as additional collateral and contractual third-party guarantees in determining the allowance for credit losses
attributable to TDRs. There were no remaining commitments to lend additional funds to a borrower whose terms have
been modified in a TDR as of June 30, 2015 and December 31, 2014.

There were no finance receivables modified as TDRs during the three and six months ended June 30, 2015 or 2014 for
the Dealer portfolio segment.
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Finance receivables in the Customer portfolio segment modified as TDRs during the three and six months ended June 30,

2015 and 2014, were as follows:

Three Months Ended June 30, 2015

Three Months Ended June 30, 2014

Number Pre-TDR Post-TDR Number Pre-TDR Post-TDR
(Millions of dollars) of Recorded Recorded of Recorded Recorded
Contracts Investment Investment Contracts Investment Investment
Customer
North America .......ccccceeveeuenene 1 $ — 3 — $ — 3 —
Europe......coccoveeveeneiniiieieee 19 2 2 5 2 2
Asia PacifiC......ccocevvevienenienenne 20 25 25 — — —
Mining .....ccoevveveverenierieneenenes — — — 1 32 23
Latin America........ccovververuennene — — — 1 — —
Caterpillar Power Finance....... 2 21 21 5 35 34
Total ' ......ccoovvvoee 42 S 48 S 48 13§ 69 S 59
Six Months Ended June 30, 2015 Six Months Ended June 30, 2014
Number Pre-TDR Post-TDR Number Pre-TDR Post-TDR
of Recorded Recorded of Recorded Recorded
Contracts Investment Investment Contracts Investment Investment
Customer
4 3 1 3 4 3 2 $ 2
19 2 2 8 7 7
20 25 25 — — —
MiINIng ....ocevveveeeeieieienenene. — — — 2 43 33
Latin America..........cocveeveenennns — — — 2 29 28
Caterpillar Power Finance....... 4 104 101 6 36 35
Total oo 47 % 132§ 129 22 3 117§ 105

1

payment periods and reduction of principal and/or accrued interest.

Modifications include extended contract maturities, inclusion of interest only periods, below market interest rates, extended skip

TDRs in the Customer portfolio segment with a payment default during the three and six months ended June 30, 2015
and 2014, which had been modified within twelve months prior to the default date, were as follows:

(Millions of dollars)

Customer

Customer

Three Months Ended June 30, 2015

Three Months Ended June 30, 2014

Post-TDR
Number of Recorded
Contracts Investment

Post-TDR
Number of Recorded
Contracts Investment

L2l REd

A\ L

Six Months Ended June 30, 2015

Six Months Ended June 30, 2014

Post-TDR Post-TDR
Number of Recorded Number of Recorded
Contracts Investment Contracts Investment
5 % 1 7 $ 1
— — 7 1
6 $ 1 14 3 2
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17.

Fair value disclosures
A. Fair value measurements

The guidance on fair value measurements defines fair value as the exchange price that would be received for an asset or
paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants. This guidance also specifies a fair value hierarchy based upon the observability
of inputs used in valuation techniques. Observable inputs (highest level) reflect market data obtained from independent
sources, while unobservable inputs (lowest level) reflect internally developed market assumptions. In accordance with
this guidance, fair value measurements are classified under the following hierarchy:

. Level 1 — Quoted prices for identical instruments in active markets.

. Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments
in markets that are not active; and model-derived valuations in which all significant inputs or significant value-
drivers are observable in active markets.

. Level 3 — Model-derived valuations in which one or more significant inputs or significant value-drivers are
unobservable.

When available, we use quoted market prices to determine fair value, and we classify such measurements within Level
1. In some cases where market prices are not available, we make use of observable market based inputs to calculate fair
value, in which case the measurements are classified within Level 2. If quoted or observable market prices are not
available, fair value is based upon internally developed models that use, where possible, current market-based parameters
such as interest rates, yield curves and currency rates. These measurements are classified within Level 3.

Fair value measurements are classified according to the lowest level input or value-driver that is significant to the
valuation. A measurement may therefore be classified within Level 3 even though there may be significant inputs that
are readily observable.

Fair value measurement includes the consideration of nonperformance risk. Nonperformance risk refers to the risk that
an obligation (either by a counterparty or Caterpillar) will not be fulfilled. For financial assets traded in an active market
(Level 1 and certain Level 2), the nonperformance risk is included in the market price. For certain other financial assets
and liabilities (certain Level 2 and Level 3), our fair value calculations have been adjusted accordingly.

Available-for-sale securities

Our available-for-sale securities, primarily at Insurance Services, include a mix of equity and debt instruments (see Note
8 for additional information). Fair values for our U.S. treasury bonds and equity securities are based upon valuations for
identical instruments in active markets. Fair values for other government bonds, corporate bonds and mortgage-backed
debt securities are based upon models that take into consideration such market-based factors as recent sales, risk-free
yield curves and prices of similarly rated bonds.

Derivative financial instruments

The fair value of interest rate swap derivatives is primarily based on models that utilize the appropriate market-based
forward swap curves and zero-coupon interest rates to determine discounted cash flows. The fair value of foreign currency
and commodity forward, option and cross currency contracts is based on a valuation model that discounts cash flows
resulting from the differential between the contract price and the market-based forward rate.

Guarantees

The fair value of guarantees is based upon our estimate of the premium a market participant would require to issue the
same guarantee in a stand-alone arms-length transaction with an unrelated party. If quoted or observable market prices
are not available, fair value is based upon internally developed models that utilize current market-based assumptions.

53



Table of Contents

Assets and liabilities measured on a recurring basis at fair value, primarily related to Financial Products, included in our
Consolidated Statement of Financial Position as of June 30, 2015 and December 31, 2014 are summarized below:

June 30, 2015
Total
(Millions of dollars) Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury bonds..........ccveeveiieeiiieiiiessessssens $ 10 $ — § — 10
Other U.S. and non-U.S. government bonds — 90 — 90
Corporate bonds
Corporate bonds............. — 684 — 684
Asset-backed securities — 99 — 99
Mortgage-backed debt securities
U.S. governmental gency .........cceceveveeeenueeneneeenecneene — 269 — 269
Residential .........cccceeieierienienieiecececeeeeeeee e — 14 — 14
ComMETICIAl.....cccvieiieiieiecie et — 61 — 61
Equity securities
Large capitalization value...........ccccooeereeveerienieninnineenene. 262 — — 262
Smaller company growth...........ceceeevevveveerierieneneneneennn 52 — — 52
Total available-for-sale SECUIItIES. ........ccuvvvvveeevieeciieieeeeieeeeee, 324 1,217 — 1,541
Derivative financial instruments, net — 11 — 11
TOtAL ASSEES......eevieeieieeeeieeeeeeet ettt ettt es e s eseenenans $ 324§ 1,228  $ — 1,552
Liabilities
Guarantees........... . $ — 3 — 3 13 13
Total Liabilities $ — — $ 13 13
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December 31, 2014
Total
(Millions of dollars) Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury bonds............ccoceveveveveveveveeereeereeeeeeeenenns $ 10 $ — 3 — 3 10
Other U.S. and non-U.S. government bonds ................... — 94 — 94
Corporate bonds
Corporate DOnds.........cccevevueriererenenenieeeee e — 693 — 693
Asset-backed securities — 105 — 105
Mortgage-backed debt securities
U.S. governmental agency.... — 294 — 294
Residential .........cccveieierienieniesecececeeeeeetee e — 15 — 15
ComMEICIal.....cccvieiieiieiecieeieeee e — 67 — 67
Equity securities
Large capitalization value...........ccccoeeereeereeienienirnencnene. 233 — — 233
Smaller company growth...........cceceeeveceevverierienienenenennnn 43 — — 43
Total available-for-sale SECUIItIES. ........ccuevvvuveevreeeiieiieeeieeenee, 286 1,268 — 1,554
TOtAL ASSELS....veveveeeeeeeeeeeeeeeeteeeeeeeeeeeeereeeeeeseeeereeseeseneeeeneenenanens $ 286 $ 1,268 § — 1,554
Liabilities -
Derivative financial instruments, Net............c.ccveevveeieeeeneeeneenns $ — 3 86 $ — 3 86
GUATANTEES ......eeveeeeerieieereeteeteeteeaeeteeseesaeesseesseesseesseesseessaanns — — 12 12
Total LIabilities. ....c.coveveveriiiiereiiiiereeeieieieiee e $ — 3 86 $ 12 3 98

Below are roll-forwards of liabilities measured at fair value using Level 3 inputs for the six months ended June 30, 2015
and 2014. These instruments were valued using pricing models that, in management’s judgment, reflect the assumptions
of a marketplace participant.

(Millions of dollars) Guarantees

Balance at DecemDbEr 31, 2014 ......oo.oiiuiiieieceeeeeeeeeeeeee ettt ettt ettt ettt ettt e tr et e enaeenaas $ 12
ISSUANCE OF GUATAINTEES ... .evievietieiieeieteieste e ste ettt et estestessesbesse st e eseetessassaessessessessensesesseeseassassessensessansensensensensn 1
EXPITation Of GUATANTEES........coueiiuiieiiiteietitei ettt ettt sttt ettt a et et et e st st ene et et ene st e ebesaeneeneneenenas —

Balance at JUNE 30, 2015, . ..ottt ettt et ettt e et e et e ettt ettt e et e et et e et et e et e atteeteeteereenteenes $ 13

Balance at December 31, 2013 $ 13
ISSUANCE OF GUATANTEES.......c.vcvievieieeiieeieteietitettetest et ete et se b seesessesesseseesesseseesessesasseseesessesessessesessesesseseeseseasesnas —
EXPIration Of GUATANTEES. .....c..cieieieieieitesiesie st etete et estete e ste et e eseetessaeseessessessessessessesseeseassassessessensessessessensenes 1)

Balance at June 30, 2014 $ 12

In addition to the amounts above, Cat Financial impaired loans are subject to measurement at fair value on a nonrecurring
basis. A loan is considered impaired when management determines that collection of contractual amounts due is not
probable. In these cases, an allowance for credit losses may be established based primarily on the fair value of associated
collateral. As the collateral’s fair value is based on observable market prices and/or current appraised values, the impaired
loans are classified as Level 2 measurements. Cat Financial had impaired loans with a fair value of $136 million and
$248 million as of June 30, 2015 and December 31, 2014, respectively.
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B. Fair values of financial instruments

In addition to the methods and assumptions we use to record the fair value of financial instruments as discussed in the
Fair value measurements section above, we used the following methods and assumptions to estimate the fair value of our
financial instruments:

Cash and short-term investments
Carrying amount approximated fair value.

Restricted cash and short-term investments
Carrying amount approximated fair value. Restricted cash and short-term investments are included in Prepaid expenses
and other current assets in the Consolidated Statement of Financial Position.

Finance receivables
Fair value was estimated by discounting the future cash flows using current rates, representative of receivables with
similar remaining maturities.

Wholesale inventory receivables
Fair value was estimated by discounting the future cash flows using current rates, representative of receivables with
similar remaining maturities.

Short-term borrowings
Carrying amount approximated fair value.

Long-term debt
Fair value for fixed and floating rate debt was estimated based on quoted market prices.
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18.

19.

Please refer to the table below for the fair values of our financial instruments.

Fair Value of Financial Instruments

June 30, 2015 December 31, 2014
Fair
(Millions of dollars) Carrying Fair Carrying Fair Value
Amount Value Amount Value Levels Reference
Assets
Cash and short-term investments................... $ 7821 $ 7,821 $ 7341 $§ 7,341 1
Restricted cash and short-term investments... 49 49 62 62 1
Available-for-sale securities.............c..couveennn. 1,541 1,541 1,554 1,554 1&2 Note 8
Finance receivables — net (excluding finance
1E8SES 1) oo 16,272 16,107 16,426 16,159 3 Note 16
Wholesale inventory receivables — net
(excluding finance leases ') .........cccoo........ 1,796 1,728 1,774 1,700 3 Note 16
Interest rate swaps — net 59 59 71 71 2 Note 4
Liabilities
Short-term borrowings .........ccceeveeveeeererennennes 6,240 6,240 4,708 4,708 1
Long-term debt (including amounts due
within one year)
Machinery, Energy & Transportation....... 9,509 10,855 10,003 11,973 2
Financial Products .........cc.cccooeevieennnennen. 22,571 23,010 24,574 25,103 2
Foreign currency contracts — net 37 37 143 143 2 Note 4
Commodity contracts — Net...........ceecerereeenene 11 11 14 14 2 Note 4
GUATANTEES. ...t 13 13 12 12 3 Note 10

' Total excluded items have a net carrying value at June 30, 2015 and December 31, 2014 of $7,079 million and $7,638 million, respectively.

Divestitures
Third Party Logistics Business Divestiture

In February 2015, we sold our 35 percent equity interest in the third party logistics business, formerly Caterpillar Logistics
Services LLC, to an affiliate of The Goldman Sachs Group, Inc. and investment funds affiliated with Rhone Capital LLC
for $177 million, which was comprised of $167 million in cash and a $10 million note receivable included in Long-term
receivables - trade and other in the Consolidated Statement of Financial Position. As a result of the sale, we recognized
a pretax gain of $120 million (included in Other income (expense)) and derecognized the carrying value of our
noncontrolling interest of $57 million, which was previously included in Investments in unconsolidated affiliated
companies in the Consolidated Statement of Financial Position. The gain on the disposal is included as a reconciling
item between Segment profit and Consolidated profit before taxes. The sale of this investment supports Caterpillar's
increased focus on growth opportunities in its core businesses.

Restructuring costs

For the three and six months ended June 30, 2015, we recognized $89 million and $125 million, respectively, of
restructuring costs in Other operating (income) expenses in the Consolidated Statement of Results of Operations, which
included $86 million of employee separation costs and $3 million of long-lived asset impairments and other restructuring
costs for the three months ended June 30, 2015 and $120 million of employee separation costs and $5 million of long-
lived asset impairments and other restructuring costs for the six months ended June 30, 2015. The restructuring costs in
2015 were primarily related to several restructuring programs across the company. For the three and six months ended
June 30, 2014, we recognized $114 million and $263 million, respectively, of restructuring costs, which included $107
million of employee separation costs and $7 million of long-lived asset impairments and other restructuring costs for the
three months ended June 30, 2014 and $249 million of employee separation costs and $14 million of long-lived asset

57



Table of Contents

20.

impairments and other restructuring costs for the six months ended June 30, 2014. For the first six months of 2014, the
restructuring costs were primarily related to a reduction in workforce at our Gosselies, Belgium, facility.

Restructuring costs for the year ended December 31, 2014 were $441 million which included $382 million of employee
separation costs, $33 million of long-lived asset impairments and $26 million of other restructuring costs. The restructuring
costs in 2014 were primarily related to a reduction in workforce at our Gosselies, Belgium, facility.

Restructuring costs are a reconciling item between Segment profit and Consolidated profit before taxes. See Note 15 for
more information.

Our accounting for separations was dependent upon how the particular program was designed. For voluntary programs,
eligible separation costs were recognized at the time of employee acceptance. For involuntary programs, eligible costs
were recognized when management had approved the program, the affected employees had been properly notified and
the costs were estimable.

The following table summarizes the 2014 and 2015 employee separation activity:

(Millions of dollars) Total
Liability balance at December 31, 2013 ......cc.couiiiiieiiieieieieiese ettt ettt st eseese et e st ebessestessessesseeneennens $ 89
Increase in liability (SEPAration ChATZES) ......c.eciruiiieieieierierieste et ee ettt e ste e s seeseeseeseeeensesessesseeseesaesaennenes 382
Reduction in liability (payments and other adjustments) ............ccceereirierirenieire e (289)
Liability balance at December 31, 2014 .......oouoiiiiiieeee ettt sttt b ettt be e ee $ 182
Increase in liability (separation charges) 120
Reduction in liability (payments and other adjustments) (137)
Liability balance at JUNe 30, 2015 ......cooiiiiieieieeeeeeeeetetee ettt ettt besbe st ese et e st esbessessessesseeseeneennens $ 165

The remaining liability balance as of June 30, 2015 represents costs for employees who have either not yet separated
from the Company or whose full severance has not yet been paid. The majority of these remaining costs are expected to
be paid in 2015 and 2016.

In December 2013, we announced a restructuring plan for our Gosselies, Belgium, facility. This restructuring plan was
designed to improve the competitiveness of our European manufacturing footprint and achieve competitiveness in our
European operations by refocusing our current Gosselies operations on final machine assembly, test and paint with limited
component and fabrication operations. This action includes reshaping our supply base for more efficient sourcing,
improving factory efficiencies and workforce reductions and was approved by the Belgian Minister of Employment in
February 2014. In 2014, we recognized $273 million of these separation-related charges. For the three and six months
ended June 30, 2015, we recognized $17 million and $24 million, respectively, of employee separation costs relating to
this restructuring plan. We do not expect any further costs associated with this program. The employee separation liability
balance as of June 30, 2015 includes $64 million related to this restructuring plan, the majority of which we expect will
be paid in 2015.

Subsequent event

In July 2015, we entered into a definitive agreement with Citibank, N.A. to purchase shares of our common stock under
an accelerated stock repurchase transaction (July 2015 ASR Agreement). Pursuant to the terms of the July 2015 ASR
Agreement, we have agreed to repurchase a total of $1.5 billion of our common stock from Citibank, N.A., with an
immediate delivery of approximately 18 million shares. The final number of shares to be repurchased and the aggregate
cost per share to Caterpillar will be based on Caterpillar's volume-weighted average stock price during the term of the
transaction, which is expected to be completed in September 2015.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

Second-quarter 2015 sales and revenues were $12.317 billion, a 13 percent decrease from second-quarter 2014 sales and revenues
of $14.150 billion. Profit per share for the second quarter of 2015 was $1.16, a 26 percent decrease from second-quarter 2014
profit per share of $1.57. Profit was $710 million in the second quarter of 2015, a decrease of 29 percent from $999 million in
the second quarter of 2014.

Sales and revenues for the six months ended June 30, 2015, were $25.019 billion, down $2.372 billion, or 9 percent, from $27.391
billion for the six months ended June 30, 2014. Profit per share for the six months ended June 30, 2015, was $2.98, a 1 percent
decrease from profit per share of $3.00 for the same period last year. Profit was $1.821 billion for the six months ended June 30,
2015, a decrease of 5 percent from $1.921 billion for the six months ended June 30, 2014.

Highlights for the second quarter of 2015 include:

*  Second-quarter sales and revenues were $12.317 billion, compared with $14.150 billion in the second quarter of 2014. Sales
decreased in Construction Industries, Energy & Transportation and Resource Industries. Financial Products’ revenues
were down slightly.

*  Restructuring costs were $89 million in the second quarter of 2015 with an after-tax impact of $0.11 per share, compared
with restructuring costs of $114 million in the second quarter of 2014 with an after-tax impact of $0.12 per share.

»  Profit per share was $1.16 in the second quarter of 2015 and excluding restructuring costs of $0.11 per share was $1.27 per
share. Profit in the second quarter of 2014 was $1.57 per share and excluding restructuring costs of $0.12 per share was $1.69
per share.

*  Machinery, Energy & Transportation (ME&T) operating cash flow was $1.638 billion in the second quarter of2015, compared
with $2.064 billion in the second quarter of 2014.

*  ME&T debt-to-capital ratio was 35.8 percent at June 30, 2015, compared with 37.4 percent at the end of 2014.

Highlights for the six months ended June 30, 2015, include:

*  Sales and revenues for the six months ended June 30, 2015, were $25.019 billion, compared with $27.391 billion for the six
months ended June 30, 2014. Sales decreased in Construction Industries, Energy & Transportation and Resource Industries.
Financial Products’ revenues were about flat.

*  Restructuring costs were $125 million for the six months ended June 30, 2015, with an after-tax impact of $0.14 per share,
compared with restructuring costs of $263 million for the six months ended June 30, 2014, with an after-tax impact of
$0.30 per share.

e Profit per share was $2.98 for the six months ended June 30, 2015, and excluding restructuring costs of $0.14 per share was
$3.12 per share. Profit per share was $3.00 for the six months ended June 30, 2014, and excluding restructuring costs of $0.30
per share was $3.30 per share.

*  MEK&T operating cash flow was $2.680 billion for the six months ended June 30, 2015, compared with $3.942 billion for the
six months ended June 30, 2014.

Restructuring Costs
In 2014, we continued our focus on structural cost reduction and worked on a large number of restructuring activities to help
improve our long-term results, incurring $441 million in restructuring charges. We are taking additional restructuring actions in

2015 and anticipate that these actions will result in charges of about $250 million. During the first six months of 2015, we incurred
$125 million in restructuring costs.
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Notes:

»  Effective January 1, 2015, responsibility for product management for certain components moved from Resource Industries
to Energy & Transportation. Segment information for 2014 has been retrospectively adjusted to conform to the 2015
presentation.

*  Glossary of terms is included on pages 75-77; first occurrence of terms shown in bold italics.

* Information on non-GAAP financial measures is included on page 86.
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Consolidated Results of Operations

THREE MONTHS ENDED JUNE 30,2015 COMPARED WITH THREE MONTHS ENDED JUNE 30, 2014

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison
Second Quarter 2015 vs. Second Quarter 2014
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between the second quarter of 2014 (at left) and the second
quarter of 2015 (at right). Items favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above each bar, while
items negatively impacting sales and revenues appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management
utilizes these charts internally to visually communicate with the company's Board of Directors and employees.

Sales and Revenues

Total sales and revenues were $12.317 billion in the second quarter of 2015, compared with $14.150 billion in the second quarter
of 2014, a decline of $1.833 billion or 13 percent. The decrease was primarily due to lower sales volume and the unfavorable
impact of currency, resulting mostly from the weakening of the euro, the Japanese yen and the Brazilian real. Price realization
was slightly favorable. While sales for both new equipment and aftermarket parts declined, most of the decrease was for new
equipment.

The sales decline was partially offset by the impact of favorable changes in dealer machine and engine inventories, as dealers
decreased inventories about $300 million in the second quarter of 2015 and about $500 million in the second quarter of 2014.
Dealers are independent, and there could be many reasons for changes in their inventory levels. In general, dealers adjust inventory
based on their expectations of future demand and product delivery times. Dealers’ demand expectations take into account seasonal
changes, macroeconomic conditions and other factors. Delivery times can vary based on availability of product from Caterpillar
factories and product distribution centers.

Sales declined in all regions due to weak economic conditions globally. Asia/Pacific sales declined 22 percent, primarily due to
lower end-user demand for construction and mining equipment and products used in oil and gas applications. In addition, the
impact of currency was unfavorable as sales, mostly in Japanese yen and Australian dollars, translated into fewer U.S. dollars. In
North America, sales decreased 7 percent, primarily due to lower end-user demand for rail applications and construction equipment.
Sales decreased 26 percent in Latin America primarily due to lower end-user demand, partially offset by the favorable impact of
changes in dealer inventories. The lower end-user demand resulted primarily from continued weak construction activity in Brazil.
In EAME, sales declined 12 percent mostly due to the unfavorable impact of currency, as our sales in euros translated into fewer
U.S. dollars.

Sales decreased in Construction Industries, Energy & Transportation and Resource Industries. Construction Industries’ sales
decreased 18 percent, primarily due to lower end-user demand and the unfavorable impact of currency. Energy & Transportation’s
sales declined 12 percent as sales decreased across end-user applications and the impact of currency was unfavorable. Resource
Industries’ sales declined 11 percent, primarily due to lower end-user demand partially offset by the impact of favorable changes
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in dealer inventories as dealers reduced inventories more significantly in the second quarter of 2014 than in the second quarter of
2015. Financial Products’ segment revenues were down slightly.

The decline in oil prices resulted in a decrease in sales during the second quarter of 2015, primarily in well servicing and drilling
with some impact to machinery for oil and gas-related construction. Order rates began to decline in the second half of 2014 and
have continued into 2015. We expect a more significant decline in oil-related sales during the second half of 2015 as the order
backlog declines.

CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison
Second Quarter 2015 vs. Second Quarter 2014
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between the second quarter of 2014 (at left) and the second quarter
of 2015 (at right). Items favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar, while items
negatively impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management utilizes
these charts internally to visually communicate with the company's Board of Directors and employees. The bar entitled Other includes consolidating adjustments
and Machinery, Energy & Transportation other operating (income) expenses.

Operating profit for the second quarter of 2015 was $1.130 billion, a decline of $345 million from the second quarter of 2014.
The decrease was primarily the result of lower sales volume and a decline in Financial Products’ operating profit, partially offset
by improved price realization and the favorable impact of currency.

Although the stronger U.S. dollar had a negative impact to our sales, our sizable manufacturing presence outside of the United
States resulted in a favorable impact to operating profit. Over half of the favorability for the quarter was due to the Japanese yen,
as we are a net exporter from Japan.

Manufacturing costs were about flat as improved material costs and lower incentive compensation expense were about offset by
the unfavorable impact of cost absorption and variable manufacturing inefficiencies driven by costs decreasing at a lower rate than
production volume. Favorable material costs were due to declines in commodity prices and a focus on reducing the cost of
components in our products. The unfavorable cost absorption resulted from a decrease in inventory in the second quarter of 2015
compared to a modest increase in the second quarter of 2014.

Selling, general and administrative and research and development (SG&A and R&D) expenses were about flat as higher spending
for new product introduction and information technology-related programs was offset by lower incentive compensation expense.

Restructuring costs of $89 million in the second quarter of 2015 were related to several restructuring programs across the company.
In the second quarter of 2014, restructuring costs were $114 million, primarily related to a workforce reduction at the Gosselies,
Belgium, facility.

Short-term incentive compensation expense related to the second quarter of 2015, was about $200 million, and we expect the full
year will be about $830 million. Short-term incentive compensation expense related to the second quarter of 2014, was about
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$360 million, and full-year 2014 was about $1.3 billion. The short-term incentive compensation expense is directly related to
financial and operational performance measured against targets set annually.

Other Profit/Loss Items

*  Other income/expense in the second quarter of 2015 was expense of $13 million, compared with income of $65 million
in the second quarter of 2014. The change was primarily due to the unfavorable net impact from currency translation
and hedging gains and losses. The second quarter of 2015 included net losses related to currency translation and hedging
compared to net gains in the second quarter of 2014.

=  The provision for income taxes for the second quarter of 2015 reflects an estimated annual tax rate of 28.5 percent
compared with 29.5 percent for the second quarter of 2014. The decrease is primarily due to a more favorable expected
geographic mix of profits from a tax perspective in 2015. The impact of the U.S. research and development tax credit is
not included in either the second quarter of 2015 or 2014 as it was renewed for 2014 in the fourth quarter of 2014 and
has not been renewed for 2015.
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Segment Information

Sales and Revenues by Geographic Region

(Millions of dollars) % NOl‘t!l % Latil,l % % Asi?/ %
Total Change America Change America Change EAME  Change Pacific Change

Second Quarter 2015

Construction Industries "..................... $ 4,441 (18)% $ 2319 3% $ 378 @47% $ 978 (18)% § 766 30)%

Resource Industries *.............c......c....... 1,991 (11)% 802 (M% 323 (6)% 418 (20)% 448 (12)%

Energy & Transportation * ................... 4,544 12)% 1,905 (16)% 439 N% 1,340 5)% 860 aNH%

All Other Segments*” ... 637 9% 459 24 % 48 (32)% 75 (10)% 55 8)%

Corporate Items and Eliminations ....... 30) (29) [€)) — —

Machinery, Energy & - - -

Transportation Sales.......................... 11,583 (14)% 5,456 (N% 1,187 (26)% 2811 (12)% 2,129 22)%

Financial Products Segment................. 785 (6)% 456 2% 105 (10)% 101 17% 123 (1%

Corporate Items and Eliminations ....... (51 (25) (10) (6) (10)

Financial Products Revenues............. W 3)% 431 6 % _95 9)% _95 (16)% _113 (16)%

Consolidated Sales and Revenues..... $12,317 (13)% § 5,887 (6)% § 1282 (25)% §$ 2,906 (12)% § 2,242 2DH%

Second Quarter 2014

Construction Industries ' . $ 5,407 $ 2,402 $ 711 $ 1,192 $ 1,102

Resource Industries %............coovvvvereenn.. 2,241 866 342 523 510

Energy & Transportation ® ................... 5,175 2,259 470 1,406 1,040

All Other Segments * .............ccco......... 583 369 71 83 60

Corporate Items and Eliminations ....... (15) (15) 1 2) 1

Machinery, Energy & - - -

Transportation Sales.......................... 13,391 5,881 1,595 3,202 2,713

Financial Products Segment................. 834 448 117 121 148

Corporate Items and Eliminations ....... (75) 41) (13) ®) (13)

Financial Products Revenues............ W 407 ﬂ ﬁ T

Consolidated Sales and Revenues..... $14,150 $ 6,288 $ 1,699 $ 3,315 $ 2,848

P -

Does not include inter-segment sales of $45 million and $56 million in second quarter 2015 and 2014, respectively.
Does not include inter-segment sales of $82 million and $111 million in second quarter 2015 and 2014, respectively.
Does not include inter-segment sales of $487 million and $586 million in second quarter 2015 and 2014, respectively.

Does not include inter-segment sales of $804 million and $890 million in second quarter 2015 and 2014, respectively.
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Sales and Revenues by Segment

Second Second

Quarter Sales Price Quarter $ %
(Millions of dollars) 2014 Volume  Realization Currency Other 2015 Change Change
Construction Industries............ccceveeeeveeereveeveereenennns $ 5407 $ (778) $ 46 3 (234) $ — $ 4441 $ (966) (18)%
Resource INAUSLIIES ....c.eeveivieeieiieeieieieceeeeese e 2,241 (214) 11 47 — 1,991 (250) 1H)%
Energy & Transportation...........coceeeceveeveuceneuevccnnnee 5,175 (455) 22 (198) — 4,544 (631) (12)%
All Other SEgMents ...........ccccevvveeereeieerenieieerenenenenes 583 61 5 (12) — 637 54 9 %
Corporate Items and Eliminations............cccccccceevneeeee (15) (14) — (€8] — (30) (15)
Machinery, Energy & Transportation Sales......... 13,391 (1,400) 84 (492) — 11,583 (1,808) (14)%
Financial Products Segment ..........c.cccceoeverenerenennnne 834 — — (49) 785 (49) (6)%
Corporate Items and Eliminations............cocccceeeveneee (75) — — 24 (€8] 24
Financial Products Revenues..................cccccoevennnn. 759 — — (25) 734 (25) 3)%
Consolidated Sales and Revenues.......................... $ 14,150 $ (1,400) $ 84 § (492) $ 25 $ 12317 $ (1,833) (13)%
Operating Profit by Segment

$ Y

(Millions of dollars) Second Quarter 2015  Second Quarter 2014 Change Change
Construction Industries...........ooeeveveveeeeereieieeeeeeeeecs e $ 587 $ 674 $ (87) (13)%
Resource INAUSHIIES .......coveeeuerierieiririeieeeeeeeee e 114 (114) (100)%
Energy & Transportation..........c.eceeeeeeenenieeerenieneeeneennenes 906 1,028 (122) (12)%
All Other SEZMENLS ......c.eveuiririeieienieieireseeeese e 217 223 (6) 3)%
Corporate Items and Eliminations............coceeeeeeneniecnennene. (696) (722) 26
Machinery, Energy & Transportation 1,014 1,317 (303) (23)%
Financial Products Segment ............coceoveeveneinenenincnennene 184 244 (60) 25)%
Corporate Items and Eliminations............coceeeeeeneniecnennene. (1) (12) 11
Financial Products................ccccooiiiiiiininiiiiceieeeeeee 183 232 (49) 2H)%
Consolidating Adjustments..........c.ceceveveerereeneneneeenenene 67) (74) 7
Consolidated Operating Profit......................c.cccooerennnin. $ 1,130 $ 1475  $ (345) (23)%

Construction Industries

Construction Industries’ sales were $4.441 billion in the second quarter of 2015, a decrease of $966 million, or 18 percent, from
the second quarter of 2014. The decrease in sales was primarily due to lower end-user demand and the unfavorable impact of
currency, primarily from the euro and the Japanese yen, slightly offset by improved price realization. While sales declined for
both new equipment and aftermarket parts, the decline for new equipment was more significant.

= Sales volume declined primarily due to lower deliveries to end users.
*  Price realization improved with about half of the impact due to the absence of a large government order in Brazil.

Sales decreased in all regions.

= In Asia/Pacific, the sales decline was primarily due to lower sales in China and Japan. In China, the lower sales resulted
primarily from continued weak residential construction activity. In Japan, the weaker yen contributed to the decline as sales
in yen translated into fewer U.S. dollars.

= Decreases in Latin America were primarily due to continued weak construction activity and the absence of a large government
order in Brazil that occurred during the second quarter of 2014.

=  Sales declined in EAME primarily due to the unfavorable impact of currency, as sales in euros translated into fewer U.S.
dollars. In addition, the impact of changes in dealer inventories was unfavorable as dealers increased inventories more
significantly in second quarter of 2014 than in the second quarter of 2015.

= Sales declined slightly in North America as weakness in oil and gas-related construction was largely offset by stronger activity
in residential and nonresidential building construction.
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Construction Industries’ profit was $587 million in the second quarter of 2015, compared with $674 million in the second quarter
of 2014. The decrease in profit was primarily due to lower sales volume. The decline was partially offset by the favorable impact
of currency, primarily from the Japanese yen, as Construction Industries is a net exporter from Japan, in addition to improved price
realization and lower incentive compensation expense.

Resource Industries

Resource Industries’ sales were $1.991 billion in the second quarter of 2015, a decrease of $250 million, or 11 percent, from the
second quarter of 2014. The decline was primarily due to lower sales volume and the unfavorable impact of currency, about half
due to the euro. Sales were lower for both new equipment and aftermarket parts. We believe some companies are continuing to
delay maintenance and rebuild activities.

The sales decrease was primarily the result of lower end-user demand in Latin America, Asia/Pacific and North America. The
decline in these regions was partially offset by the favorable impact of changes in dealer inventories, as dealers reduced inventory
more significantly in the second quarter of 2014 than in the second quarter of 2015. In North America, lower sales of mining
equipment were partially offset by increases in sales of equipment used to support the quarry and aggregate industry. In EAME,
the sales decrease was primarily the result of unfavorable changes in dealer inventories. End-user demand in EAME was about
flat.

Commodity prices remained weak, and mining customers continued to focus on improving productivity in existing mines and
reducing their total capital expenditures, as they have for the last several quarters. As a result, sales and new orders in Resource
Industries continued to be weak. The mining industry remains weak and we are not expecting any improvements in sales volume
during the second half of 2015.

Resource Industries’ profit was break even in the second quarter of 2015, compared with profit of $114 million in the second
quarter of 2014. The decrease was primarily the result of lower sales volume. Manufacturing costs were unfavorable due to the
impact of cost absorption partially offset by lower material costs. The unfavorable impact of cost absorption resulted from a
decrease in inventory during the second quarter of 2015, compared to an increase in inventory during the second quarter of 2014.
SG&A and R&D expenses were about flat as higher spending for new product introductions was about offset by lower incentive
compensation expense.

Energy & Transportation

Energy & Transportation’s sales were $4.544 billion in the second quarter of 2015, a decrease of $63 1 million, or 12 percent, from
the second quarter of 2014. The decrease was primarily the result of lower sales volume and the unfavorable impact of currency,
mostly from the euro. Sales decreased across end-user applications.

= Transportation - Sales decreased in North America and were about flat in all other geographic regions. In North America,
sales weakened primarily due to the absence of a Tier IV locomotive offering.

= Oil and Gas - Sales decreased in Asia/Pacific and North America and were about flat in other regions. Lower sales in Asia/
Pacific and North America were primarily due to lower end-user demand for equipment used in drilling and well servicing
applications, as well as the timing of large projects. In addition, changes in dealer inventories were unfavorable to sales as
dealers increased inventories in the second quarter of 2014 and decreased inventories in the second quarter of 2015.

Caterpillar sells products that are used in a variety of oil and gas applications, including offshore and land drilling, well
servicing, oil and gas production and gas compression. The products we sell to the oil and gas industry include gas turbines
and centrifugal natural gas compressors, reciprocating engines, transmissions and well stimulation pumps. Although we are
confident in the long-term fundamentals of the oil and gas industry, in the near term and especially in the latter part of 2015,
we expect the decline in oil prices will have a negative impact on our sales in the second half of 2015 primarily for reciprocating
engines and our products used for well servicing and drilling. At the beginning of 2015, we had a relatively strong backlog
of orders, however, we expect our backlog for these products and subsequent sales to decline in the second half of 2015.

= Industrial - Sales were lower in all regions except Latin America, where they were about flat. In Asia/Pacific and North
America the decline in sales was primarily due to lower demand for engines used by original equipment manufacturers for
most industrial applications. Lower sales in EAME were primarily a result of the unfavorable impact of currency.

= Power Generation - Sales decreased primarily due to the negative impact of currency on sales in EAME and weak economic
conditions in Latin America. Sales in North America and Asia/Pacific were about flat.

Energy & Transportation’s profit was $906 million in the second quarter of 2015, compared with $1.028 billion in the second
quarter of 2014. The decrease was primarily due to lower sales volume, which includes a favorable mix of products, partially
offset by lower incentive compensation expense. Manufacturing costs, excluding incentive compensation expense, were about
flat as lower material costs were about offset by the unfavorable impact of cost absorption. The unfavorable impact of cost
absorption resulted from a increase in inventory during the second quarter of 2014. During the second quarter of 2015, inventory
was about flat.
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Financial Products Segment

Financial Products’ revenues were $785 million in the second quarter of 2015, a decrease of $49 million, or 6 percent, from the
second quarter of 2014. The decline was mostly due to lower average earning assets in Asia/Pacific, EAME and Latin America,
partially offset by higher average earning assets in North America and lower average financing rates primarily in North America
and EAME.

Financial Products’ profit was $184 million in the second quarter of 2015, compared with $244 million in the second quarter of
2014. The unfavorable change was primarily due to a $25 million decrease in net yield on average earning assets, a $14 million
unfavorable impact from lower average earning assets and a $14 million increase in the provision for credit losses at Cat Financial.

At the end of the second quarter of 2015, past dues at Cat Financial were 2.97 percent, compared with 2.63 percent at the end of
the second quarter of 2014. The increase was primarily due to higher delinquencies in the Latin America and mining portfolios.
At the end of 2014, past dues were 2.17 percent. Write-offs, net of recoveries, were $38 million for the second quarter of 2015,
compared with $19 million for the second quarter of 2014.

As of June 30, 2015, Cat Financial's allowance for credit losses totaled $405 million, or 1.42 percent of net finance receivables,
compared with $387 million or 1.27 percent of net finance receivables at June 30, 2014. The allowance for credit losses as of
year-end 2014 was $401 million, or 1.36 percent of net finance receivables.

Corporate Items and Eliminations

Expense for corporate items and eliminations was $697 million in the second quarter of 2015, a decrease of $37 million from the
second quarter of 2014. Corporate items and eliminations include: corporate-level expenses; restructuring costs; timing differences,
as some expenses are reported in segment profit on a cash basis; retirement benefit costs other than service cost; currency differences
for ME&T, as segment profit is reported using annual fixed exchange rates, and inter-segment eliminations.

The decrease in expense from the second quarter of 2014 was primarily due to the timing of stock-based compensation expense
and declines in both restructuring costs and incentive compensation expense, partially offset by higher spending for information
technology-related programs.
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SIX MONTHS ENDED JUNE 30, 2015 COMPARED WITH SIX MONTHS ENDED JUNE 30, 2014

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison
June YTD 2015 vs. June YTD 2014

30,000 -

27,391

25,019

25000 1 (N 0009090909000 EESSEEEEEREEEE

20,000

15,000

Millions of $

10,000

5,000 1

June YTD 2014 Sales Volume Price Realization Currency Financial Products June YTD 2015
Sales & Revenues Revenues Sales & Revenues

The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between the six months ended June 30, 2014 (at left) and the
six months ended June 30, 2015 (at right). Items favorably impacting sales and revenues appear as upward stair steps with the corresponding dollar amounts above
each bar, while items negatively impacting sales and revenues appear as downward stair steps with dollar amounts reflected in parentheses above each bar.
Caterpillar management utilizes these charts internally to visually communicate with the company's Board of Directors and employees.

Total sales and revenues were $25.019 billion in the six months ended June 30, 2015, down $2.372 billion, or 9 percent, from the
six months ended June 30, 2014. The decrease was largely due to lower volume, primarily in Construction Industries. Volume
was also lower in Energy & Transportation and Resource Industries. Currency had an unfavorable impact of $834 million, with
over half of the impact due to the euro. In addition, the Japanese yen and Brazilian real contributed to the unfavorable currency
impact. These unfavorable impacts were partially offset by favorable price realization. While sales for both new equipment and
aftermarket parts declined, most of the decrease was for new equipment.

The volume decrease was primarily the result of lower end-user demand due to weak economic conditions globally. The decline
was partially offset by the impact of favorable changes in dealer machine and engine inventories, as dealers increased inventories
about $600 million during the six months ended June 30, 2015, compared to about flat during the six months ended June 30, 2014.
We believe dealers will decrease inventories during the second half of 2015, resulting in lower dealer inventories compared to
year-end 2014. Dealers are independent, and there could be many reasons for changes in their inventory levels. In general, dealers
adjust inventory based on their expectations of future demand and product delivery times. Dealers’ demand expectations take into
account seasonal changes, macroeconomic conditions and other factors. Delivery times can vary based on availability of product
from Caterpillar factories and product distribution centers.

Sales declined in all regions except North America where they were about flat. In Asia/Pacific, sales declined 17 percent, primarily
due to lower end-user demand for construction equipment and the unfavorable impact of currency, as our sales in Japanese yen
translated into fewer U.S. dollars. In EAME, sales declined 12 percent primarily due to the unfavorable impact of currency, as
our sales in euros translated into fewer U.S. dollars. In addition, EAME sales declined due to lower end-user demand for mining
equipment. In Latin America, sales decreased 22 percent, primarily due to continued weak construction activity and the absence
ofalarge government order in Brazil, partially offset by the favorable impact of changes in dealer inventory for Resource Industries.

Sales were about flat in North America. The impact of favorable changes in dealer inventories, as dealers increased inventories
more significantly in the first half of 2015 than in the first half of 2014, and improved price realization in Construction Industries
and Energy & Transportation were about offset by lower end-user demand in Energy & Transportation, Resource Industries and
Construction Industries.

Sales decreased in Construction Industries, Energy & Transportation and Resource Industries. Construction Industries’ sales
decreased 13 percent primarily due to end-user demand and the unfavorable impact of currency. Energy & Transportation’s sales
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declined 6 percent primarily due to lower end-user demand and the unfavorable impact of currency. Resource Industries’ sales
declined 10 percent primarily due to weaker demand for mining products, partially offset by the favorable impact of changes in
dealer inventories as dealer inventories decreased more in the first half of 2014 than in the first half of 2015. Financial Products'
segment revenues were about flat.

CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison
June YTD 2015 vs. June YTD 2014

3,500
3,000 - 2,873 (566)
4 (134) 157 = 1
g 189 Y
5 2500 o p % ) %
(=]
E 2,000
1,500
1,000
500
0 T T T T T T T T T
June¥YTD 2014  SalesVolume Price Realizaion Manufacturing  SG&A/R&D Currency Financial Restructuring Other June YTD 2015
Operating Profit Costs Products Costs Oper ating Profit

The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between the six months ended June 30, 2014 (at left) and the six
months ended June 30, 2015 (at right). Items favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each
bar, while items negatively impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar
management utilizes these charts internally to visually communicate with the company's Board of Directors and employees. The bar entitled Other includes
consolidating adjustments and Machinery, Energy & Transportation other operating (income) expenses.

Operating profit for the six months ended June 30, 2015, was $2.657 billion, a decrease of $216 million from the six months ended
June 30, 2014. The decrease was primarily the result of lower sales volume, which includes a favorable mix of products. In
addition, selling, general and administrative and research and development (SG&A and R&D) expenses increased. These
unfavorable impacts were partially offset by improved price realization, the favorable impact of currency and lower restructuring
costs.

SG&A and R&D expenses increased as higher spending for new product introduction and information technology programs and
the timing of stock-based compensation expense were partially offset by lower incentive compensation expense. Beginning in
March of 2015, we revised the vesting terms of our annual equity award to permit immediate vesting of the award in the event of
a participant's "Long-Service Separation" (generally defined as attaining 55 years of age or older and at least five years of service
with the company). Stock-based compensation expense for these individuals is now recognized in the first quarter, rather than over
a six month period. This change will not impact stock-based compensation expense for the year, but does impact the quarterly
expense pattern.

The favorable impact of currency was primarily due to the strengthening of the U.S. dollar in relation to the Japanese yen, as we
are a net exporter from Japan.

Restructuring costs of $125 million in the six months ended June 30, 2015, were related to several restructuring programs across
the company. In the six months ended June 30, 2014, restructuring costs were $263 million, primarily related to a workforce
reduction at the Gosselies, Belgium, facility.

Manufacturing costs were about flat as favorable material costs and lower incentive compensation expense were about offset by
the unfavorable impact of cost absorption and variable manufacturing inefficiencies driven by costs decreasing at a lower rate than
production volume. Favorable material costs were due to declines in commodity prices and a focus on reducing the cost of
components in our products. During the six months ended June 30, 2014, inventory increased, compared to a decrease in the six
months ended June 30, 2015. We are expecting additional declines in inventory during the remainder of 2015 due to our continued

focus on operational improvements and expected seasonality. As a result, we expect an unfavorable impact from cost absorption
during the second half of 2015.
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Short-term incentive compensation expense related to the six months ended June 30, 2015, was about $415 million, and we expect
the full year will be about $830 million. Short-term incentive compensation expense related to the six months ended June 30,
2014, was about $620 million, and full-year 2014 was about $1.3 billion. The short-term incentive compensation expense is
directly related to financial and operational performance measured against targets set annually.

We believe profit will be lower in the second half of 2015 as we expect lower sales volume, including an unfavorable mix of
products primarily in Energy & Transportation, higher costs resulting from seasonal spending patterns and an unfavorable impact
of inventory cost absorption.

Other Profit/Loss Items

*  Other income/expense was income of $144 million in the six months ended June 30, 2015, compared with income of $119
million in the six months ended June 30, 2014. The favorable change was primarily due to a gain of $120 million on the sale
of the remaining 35 percent interest in our former third party logistics business, partially offset by the unfavorable impact of
currency translation and hedging gains and losses. The six months ended June 30, 2015, included net losses of $58 million
related to translation and hedging. The six months ended June 30, 2014, included net gains of $14 million related to translation
and hedging.

*  The provision for income taxes for the first six months of 2015 reflects an estimated annual tax rate of 28.5 percent compared
with 29.5 percent for the first six months of 2014, excluding the item discussed below. The decrease is primarily due to a
more favorable expected geographic mix of profits from a tax perspective in 2015. The impact of the U.S. research and
development tax credit is not included in either the first six months of 2015 or 2014 as it was renewed for 2014 in the fourth
quarter of 2014 and has not been renewed for 2015.

The provision for income taxes in the first six months of 2014 also included a net charge of $22 million consisting of a $55

million charge to correct for an error which resulted in an understatement of tax liabilities for prior years offset by a $33
million benefit to reflect a settlement with the U.S. Internal Revenue Service (IRS) related to 1992 through 1994.
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Segment Information

Sales and Revenues by Geographic Region

% North % Latin % % Asia/ %
(Millions of dollars) Total Change America Change America Change EAME  Change Pacific Change
Six Months Ended June 30, 2015
Construction Industries " ................... $ 9,136 13)% $ 4,600 2% § 829 36)% $ 1,965 (16)% § 1,742 (26)%
Resource Industries *..................c........ 3,919 (10)% 1,562 2)% 631 (15)% 874 17% 852 (13)%
Energy & Transportation *.................. 9,306 (6)% 4,152 @)% 858 (9% 2,564 (6)% 1,732 (10)%
All Other Segments * ...............cccoo....... 1,223 8 % 873 24 % 89 (29)% 156 (16)% 105 (12)%
Corporate Items and Eliminations....... (40) (44) 1 — 3
Machinery, Energy & -
Transportation Sales ...................... 23,544 9% 11,143 — % 2,408 (22)% 5,559 (12)% 4,434 7%
Financial Products Segment................. 1,580 @)% 907 2% 212 (6)% 210 17% 251 (13)%
Corporate Items and Eliminations....... (105) (53) (20) an @n
Financial Products Revenues............ W 2)% 854 6 % 192 5)% 199 (16)% 230 (12)%
Consolidated Sales and Revenues ... $25,019 9% § 11,997 1% $ 2,600 21)% §$ 5,758 (12)% _§$ 4,664 7%
Six Months Ended June 30, 2014
Construction Industries ' .........coo........ $10,471 $ 4,494 $ 1,297 $ 2,336 $ 2,344
Resource Industries 2 ............coocoovereeen.. 4,364 1,591 744 1,055 974
Energy & Transportation *................... 9,951 4,341 941 2,735 1,934
All Other Segments *...............c.......... 1,137 706 126 186 119
Corporate Items and Eliminations....... 39) 32) (€)) %) (€))
Machinery, Energy & -
Transportation Sales ......................... 25,884 11,100 3,107 6,307 5,370
Financial Products Segment 1,651 885 226 252 288
Corporate Items and Eliminations....... (144) (80) (24) 14 (26)
Financial Products Revenues............ W 805 202 W T
Consolidated Sales and Revenues .... $27,391 $ 11,905 $ 3,309 $ 6,545 $ 5,632

P -

Does not include inter-segment sales of $96 million and $131 million for the six months ended June 30, 2015 and 2014, respectively.
Does not include inter-segment sales of $175 million and $213 million for the six months ended June 30, 2015 and 2014, respectively.
Does not include inter-segment sales of $1,001 million and $1,136 million for the six months ended June 30, 2015 and 2014, respectively.
Does not include inter-segment sales of $1,613 million and $1,722 million for the six months ended June 30, 2015 and 2014, respectively.
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Sales and Revenues by Segment

Six Months Six Months
Ended Ended o

June 30, Sales Price June 30, $ Z
(Millions of dollars) 2014 Volume Realization Currency Other 2015 Change Change
Construction Industries.................... $ 10471 $ (1,081) $ 156 $ (410) $ — 8 9,136 § (1,335) (13)%
Resource Industries...........cccceeeeee. 4,364 (325) (40) (80) — 3,919 (445) (10)%
Energy & Transportation................. 9,951 (382) 58 (321) — 9,306 (645) (6)%
All Other Segments..........c.cceueuenee. 1,137 92 15 (21) — 1,223 86 8%
Corporate Items and Eliminations .. (39) 1 — 2) — (40) (1)
Machinery, Energy &
Transportation Sales..................... 25,884 (1,695) 189 (834) — 23,544 (2,340) (9)%
Financial Products Segment............ 1,651 — — — (71) 1,580 71) )%
Corporate Items and Eliminations .. (144) — — — 39 (105) 39
Financial Products Revenues....... 1,507 — — — (32) 1,475 (32) 2)%
Consolidated Sales and Revenues $§ 27391 § (1,695) $ 189 $ (834) $ (32) $ 25019 $ (2,372) (9)%
Operating Profit by Segment

Six Months Ended Six Months Ended $ %o

(Millions of dollars) June 30, 2015 June 30, 2014 Change Change

Construction Industries $ 1,327  § 1,362 § (35) 3)%
Resource INAUSHIIES ......coveuveeereenieieieieieeseeeee e 85 257 (172) (67)%
Energy & Transportation............cccceeeueueeerueucirunuecneeueereenenene 1,892 1,861 31 2%
All Other SEZMENLS.......eoveereireeieirierieieteseee e 442 458 (16) 3)%
Corporate Items and Eliminations ............cccceeecneuccrennenee (1,368) (1,382) 14

Machinery, Energy & Transportation...................c.......... 2,378 2,556 (178) (7%
Financial Products Segment 411 484 (73) (15)%
Corporate Items and Eiminations ............cccceeecvvruccnennenene 2 27 29

Financial Products ................cccocooieiiniiiieieeeecees 413 457 (44) (10)%
Consolidating Adjustments.............cceeeuveeevenreenncenenenne (134) (140) 6

Consolidated Operating Profit...................ccocoovriinnnnne $ 2,657 $ 2,873 §$ (216) (8)%

Construction Industries

Construction Industries’ sales were $9.136 billion in the six months ended June 30, 2015, a decrease of $1.335 billion, or 13 percent,
from the six months ended June 30, 2014. The sales decrease was primarily due to lower sales volume and the unfavorable impact
of currency, partially offset by favorable price realization. Sales of new equipment decreased, and aftermarket parts sales declined
slightly.

*  The decrease in sales volume was primarily due to lower deliveries to end users.
*  Theunfavorable currency impact was primarily from a weaker euro, Japanese yen and Brazilian real, as sales in these currencies
translated into fewer U.S. dollars.

Sales decreased in all geographic regions except North America, where they were about flat.

* In Asia/Pacific, the sales decline was primarily due to lower sales in China and Japan. In China, the lower sales primarily
resulted from continued weak residential construction activity. Sales in Japan declined due to a weaker Japanese yen, as sales
in yen translated into fewer U.S. dollars and lower end-user demand due to weaker economic conditions.

* Decreases in Latin America were primarily related to continued weak construction activity and the absence of a large
government order in Brazil that occurred during the six months ended June 30, 2014. In addition, sales in Brazil declined
due to a weaker Brazilian real, as sales in real translated into fewer U.S. dollars.

*  Sales declined in EAME primarily due to the unfavorable impact of currency and unfavorable changes in dealer inventories,
as dealers increased inventory more during the six months ended June 30, 2014, than in the six months ended June 30, 2015.
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»  Sales in North America were about flat. Price realization improved and the impact of changes in dealer inventories were
favorable as dealers increased inventories more during the first half of 2015 than in the first half of 2014. These favorable
items were about offset by lower end-user demand as weakness in oil and gas-related construction was partially offset by
stronger activity in residential and nonresidential building construction.

We expect that sales in the second half of 2015 will continue to be unfavorably impacted by weak residential construction activity
in China and lower oil prices. We support the oil and gas industry with construction equipment for drill site preparation and
infrastructure development. Construction Industries also has a variety of indirect exposures, as countries that depend on oil revenues
may reduce expenditures for roads and other infrastructure projects.

Construction Industries’ profit was $1.327 billion in the six months ended June 30, 2015, compared with $1.362 billion in the
six months ended June 30, 2014. The decrease in profit was primarily due to lower sales volume, partially offset by improved
price realization, the favorable impact of currency and lower incentive compensation expense.

Resource Industries

Resource Industries’ sales were $3.919 billion for the six months ended June 30, 2015, a decrease of $445 million, or 10 percent,
from the six months ended June 30, 2014, primarily due to lower sales volume and the unfavorable impact of currency primarily
due to the euro. Price realization was slightly unfavorable resulting from a competitive pricing environment. While sales declined
for both new equipment and aftermarket parts, the decline for new equipment was more significant. We believe some companies
are continuing to delay maintenance and rebuild activities.

The sales volume decrease was primarily the result of continued weak end-user demand worldwide, partially offset by the favorable
impact of changes in dealer inventories. While dealers continued to reduce inventories during the six months ended June 30, 2015,
the reductions were less significant than in the six months ended June 30, 2014. Sales declined in all regions except North America,
where they were about flat, as lower end-user demand was about offset by the favorable impact of changes in dealer inventories
as dealers reduced inventories less during the first half of 2015 than in the first half of 2014. In North America, lower sales of
mining equipment were partially offset by increases in sales of equipment used to support the quarry and aggregate industry.

Commodity prices remained weak, and mining customers continued to focus on improving productivity in existing mines and
reducing their total capital expenditures as they have for the last several quarters. As aresult, both sales and new orders in Resource
Industries continued to be weak. The mining industry remains weak and we are not expecting any improvements in sales volume
during the second half of 2015.

Resource Industries’ profit was $85 million for the six months ended June 30, 2015, compared with $257 million for the six months
ended June 30, 2014. The decrease was primarily the result of lower sales volume, which includes a favorable mix of products,
and unfavorable price realization. Manufacturing costs were about flat as the unfavorable impact from cost absorption was about
offset by lower material costs. The unfavorable impact of cost absorption resulted from a modest decrease in inventory during
the six months ended June 30, 2015, compared to an increase in inventory during the six months ended June 30, 2014. SG&A
and R&D were about flat as cost cutting measures were about offset by increases in new product introduction spending.

Energy & Transportation

Energy & Transportation’s sales were $9.306 billion for the six months ended June 30, 2015, a decrease of $645 million, or 6
percent, from the six months ended June 30, 2014. The sales decrease was primarily due to lower sales to end users and the
unfavorable impact of currency, primarily from a weaker euro. Price realization was slightly favorable. Sales decreased for
industrial, transportation and power generation applications and were about flat for oil and gas applications.

* Industrial - Sales decreased in EAME and Asia/Pacific and were about flat in Latin America and North America. In EAME,
sales decreased primarily due to the unfavorable impact of currency. In both EAME and Asia/Pacific, lower demand for
engines used by original equipment manufacturers for most industrial applications contributed to the sales decrease.

*  Power Generation - Sales decreased in EAME and were about flat in all other regions. In EAME, the sales decline was
primarily due to the negative impact of currency and lower end-user demand.

* Transportation - Sales decreased in North America and were about flat in all other geographic regions. In North America,
sales into rail applications decreased primarily due to lower sales of recyclable materials. This is driven primarily by the year
over year decrease in scrap prices and the lower volume of railcars available to scrap. In addition, sales weakened due to the
absence of a Tier IV locomotive offering.

» Oil and Gas - Sales were about flat as decreases in Latin America and Asia/Pacific were about offset by increases in North
America. Sales in EAME were about flat. In Latin America, sales were lower primarily due to the absence of a large project
that occurred in the six months ending June 30, 2014. In addition, the impact of changes in dealer inventories was unfavorable
as dealers decreased inventories during the first half of 2015 and increased inventories in the first half of 2014. Sales declined
in Asia/Pacific resulting primarily from the unfavorable impact of changes in dealer inventories as dealers decreased inventories
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during the first half of 2015 and increased inventories in the first half of 2014. In addition, end-user demand was lower for
equipment used in drilling. In North America, sales increased primarily due to higher end-user demand for equipment used
in gas compression and well servicing applications.

Caterpillar sells products that are used in a variety of oil and gas applications, including offshore and land drilling, well
servicing, oil and gas production and gas compression. The products we sell to the oil and gas industry include gas turbines
and centrifugal natural gas compressors, reciprocating engines, transmissions and well stimulation pumps. Although we are
confident in the long-term fundamentals of the oil and gas industry, in the near term and especially in the latter part of 2015,
we expect the decline in oil prices will have a negative impact on our sales in the second half of 2015 primarily for reciprocating
engines and our products used for well servicing and drilling. At the beginning of 2015, we had a relatively strong backlog
of orders, however, we expect our backlog for these products and subsequent sales to decline in the second half of 2015.

Energy & Transportation’s profit was $1.892 billion for the six months ended June 30, 2015, compared with $1.861 billion for the
six months ended June 30, 2014. The increase was primarily due to lower incentive compensation expense and favorable price
realization. These items were partially offset by higher SG&A and R&D expenses (excluding incentive compensation expense)
and lower sales volume, which includes a favorable mix of products. Excluding incentive compensation expense, manufacturing
costs were about flat as favorable material costs were about offset by the unfavorable impact of cost absorption. The unfavorable
impact of cost absorption resulted from a modest decrease in inventory during the six months ended June 30, 2015, compared to
an increase in inventory during the six months ended June 30, 2014.

Excluding incentive compensation expense, SG&A and R&D expenses were unfavorable primarily due to increases in program
spending including for new product introductions.

Financial Products Segment

Financial Products’ revenues were $1.580 billion for the six months ended June 30, 2015, a decrease of $71 million, or 4 percent,
from the six months ended June 30, 2014. The decline was mostly due to lower average earning assets in Asia/Pacific, EAME and
Latin America, partially offset by higher average earning assets in North America and lower average financing rates primarily in
North America and EAME.

Financial Products’ profit was $411 million in the six months ended June 30, 2015, compared with $484 million in the six months
ended June 30, 2014. The unfavorable change was primarily due to a $32 million decrease in net yield on average earning assets,
a $17 million unfavorable impact from lower average earning assets, an $8 million decrease in gains on sales of securities at
Insurance Services and an $8 million unfavorable impact from currency.

Corporate Items and Eliminations

Expense for corporate items and eliminations was $1.366 billion in the six months ended June 30, 2015, a decrease of $43 million
from the six months ended June 30, 2014. Corporate items and eliminations include: corporate-level expenses; restructuring costs;
timing differences, as some expenses are reported in segment profit on a cash basis; retirement benefit costs other than service
cost; currency differences for ME& T, as segment profit is reported using annual fixed exchange rates and inter-segment eliminations.

The decrease in expense from the six months ended June 30, 2014, was primarily due to lower restructuring costs and timing
differences, partially offset by higher spending for information technology-related programs and the timing of stock-based
compensation expense.

RESTRUCTURING COSTS

For the three and six months ended June 30, 2015, we recognized $89 million and $125 million, respectively, of restructuring
costs, which included $86 million of employee separation costs and $3 million of long-lived asset impairments and other
restructuring costs for the three months ended June 30, 2015 and $120 million of employee separation costs and $5 million of
long-lived asset impairments and other restructuring costs for the six months ended June 30, 2015. The restructuring costs in 2015
were primarily related to several restructuring programs across the company. For the three and six months ended June 30, 2014,
we recognized $114 million and $263 million, respectively, of restructuring costs, which included $107 million of employee
separation costs and $7 million of long-lived asset impairments and other restructuring costs for the three months ended June 30,
2014 and $249 million of employee separation costs and $14 million of long-lived asset impairments and other restructuring costs
for the six months ended June 30, 2014. For the first six months of 2014, the restructuring costs were primarily related to a reduction
in workforce at our Gosselies, Belgium, facility.

Restructuring costs for the year ended December 31, 2014 were $441 million which included $382 million of employee separation
costs, $33 million of long-lived asset impairments and $26 million of other restructuring costs. The restructuring costs in 2014
were primarily related to a reduction in workforce at our Gosselies, Belgium, facility.
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Restructuring costs are a reconciling item between Segment profit and Consolidated profit before taxes.

The following table summarizes the 2014 and 2015 employee separation activity:

(Millions of dollars) Total
Liability balance at December 31, 2013 ......ccocoiiiiiieiireeeeeeeet ettt ettt ettt et et et e s te st e ebeese e st eseeneensenbesenseesesseeneeneensenes $ 89
Increase in liability (SEPAration CRATZES) ......c.ccviruietieieieieiteteierte ettt ettt ett et et e e b e s besbeeseesaesaeseessessensesessessesseeseeneansensen 382
Reduction in liability (payments and other adjustments).... (289)
Liability balance at December 31, 2014 ... ..ottt ettt s et e btttk e e e st ettt et ene et e e b e s e $ 182
Increase in liability (SEPAration CRATZES) ......ueruiruirtirtietietieii ettt b e bbbt b et e b et et e sbesbesbe bt ene et eneen 120
Reduction in liability (payments and other adjustmMents) ...........ccceoeriririririeieieiee ettt aeeneas (137)
Liability balance at JUNE 30, 2015 .....cc.ooioieieieieiesese ettt ettt ettt et et et et e s tessesseeseeseeneentensensensebeeseeseeneeneensenes $ 165

The remaining liability balance as of June 30, 2015 represents costs for employees who have either not yet separated from the
Company or whose full severance has not yet been paid. The majority of these remaining costs are expected to be paid in 2015
and 2016.

In December 2013, we announced a restructuring plan for our Gosselies, Belgium, facility. This restructuring plan was designed
to improve the competitiveness of our European manufacturing footprint and achieve competitiveness in our European operations
by refocusing our current Gosselies operations on final machine assembly, test and paint with limited component and fabrication
operations. This action includes reshaping our supply base for more efficient sourcing, improving factory efficiencies and workforce
reductions and was approved by the Belgian Minister of Employment in February 2014. In 2014, we recognized $273 million of
these separation-related charges. For the three and six months ended June 30, 2015, we recognized $17 million and $24 million,
respectively, of employee separation costs relating to this restructuring plan. We do not expect any further costs associated with
this program. The employee separation liability balance as of June 30, 2015 includes $64 million related to this restructuring plan,
the majority of which we expect will be paid in 2015.

For the full year, we will continue to incur costs related to programs started in 2014 and we expect to take additional actions to
further improve our long-term cost structure. In total, we expect the cost of these restructuring actions to be about $250 million,
or $0.30 per share during 2015. We expect the majority of the charges will be related to employee cash separation costs. We expect
that restructuring actions will result in a benefit to costs of about $100 million in 2015 compared with 2014.

GLOSSARY OF TERMS

1. All Other Segments - Primarily includes activities such as: the remanufacturing of Cat® engines and components and
remanufacturing services for other companies as well as the business strategy, product management, development,
manufacturing, marketing and product support of undercarriage, specialty products, hardened bar stock components and
ground engaging tools primarily for Cat products, paving products, forestry products and industrial and waste products; the
product management, development, marketing, sales and product support of on-highway vocational trucks for North America;
parts distribution; distribution services responsible for dealer development and administration including a wholly owned dealer
in Japan, dealer portfolio management and ensuring the most efficient and effective distribution of machines, engines and
parts.

2. Consolidating Adjustments - Eliminations of transactions between Machinery, Energy & Transportation and Financial
Products.

3. Construction Industries - A segment primarily responsible for supporting customers using machinery in infrastructure and
building construction applications. Responsibilities include business strategy, product design, product management and
development, manufacturing, marketing and sales and product support. The product portfolio includes backhoe loaders, small
wheel loaders, small track-type tractors, skid steer loaders, multi-terrain loaders, mini excavators, compact wheel loaders,
telehandlers, select work tools, small, medium and large track excavators, wheel excavators, medium wheel loaders, compact
track loaders, medium track-type tractors, track-type loaders, motor graders, pipelayers and mid-tier soil compactors. In
addition, Construction Industries has responsibility for an integrated manufacturing cost center.

4. Currency - With respect to sales and revenues, currency represents the translation impact on sales resulting from changes in
foreign currency exchange rates versus the U.S. dollar. With respect to operating profit, currency represents the net translation
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10.

11.

12.

13.

14.

15.

impact on sales and operating costs resulting from changes in foreign currency exchange rates versus the U.S. dollar. Currency
includes the impact on sales and operating profit for the Machinery, Energy & Transportation lines of business only; currency
impacts on Financial Products’ revenues and operating profit are included in the Financial Products’ portions of the respective
analyses. With respect to other income/expense, currency represents the effects of forward and option contracts entered into
by the company to reduce the risk of fluctuations in exchange rates (hedging) and the net effect of changes in foreign currency
exchange rates on our foreign currency assets and liabilities for consolidated results (translation).

Debt-to-Capital Ratio - A key measure of Machinery, Energy & Transportation’s financial strength used by both management
and our credit rating agencies. The metric is defined as Machinery, Energy & Transportation’s short-term borrowings, long-
term debt due within one year and long-term debt due after one year (debt) divided by the sum of Machinery, Energy &
Transportation’s debt and stockholders’ equity. Debt also includes Machinery, Energy & Transportation’s borrowings from
Financial Products.

EAME - A geographic region including Europe, Africa, the Middle East and the Commonwealth of Independent States (CIS).

Earning Assets - Assets consisting primarily of total finance receivables net of unearned income, plus equipment on operating
leases, less accumulated depreciation at Cat Financial.

Energy & Transportation - A segment primarily responsible for supporting customers using reciprocating engines, turbines,
diesel-electric locomotives and related parts across industries serving power generation, industrial, oil and gas and
transportation applications, including marine and rail-related businesses. Responsibilities include business strategy, product
design, product management, development, manufacturing, marketing, sales and product support of turbines and turbine-
related services, reciprocating engine powered generator sets, integrated systems used in the electric power generation industry,
reciprocating engines and integrated systems and solutions for the marine and oil and gas industries; reciprocating engines
supplied to the industrial industry as well as Cat machinery; the business strategy, product design, product management,
development, manufacturing, remanufacturing, leasing and service of diesel-electric locomotives and components and other
rail-related products and services.

Financial Products Segment - Provides financing to customers and dealers for the purchase and lease of Cat and other
equipment, as well as some financing for Caterpillar sales to dealers. Financing plans include operating and finance leases,
installment sale contracts, working capital loans and wholesale financing plans. The segment also provides various forms of
insurance to customers and dealers to help support the purchase and lease of our equipment. Financial Products Segment
profit is determined on a pretax basis and includes other income/expense items.

Latin America - A geographic region including Central and South American countries and Mexico.

Machinery, Energy & Transportation (ME&T) - Represents the aggregate total of Construction Industries, Resource
Industries, Energy & Transportation and All Other Segments and related corporate items and eliminations.

Machinery, Energy & Transportation Other Operating (Income) Expenses - Comprised primarily of gains/losses on
disposal of long-lived assets, gains/losses on divestitures, long-lived asset impairment charges and legal settlements.
Restructuring costs, which are classified as other operating expenses on the Results of Operations, are presented separately
on the Operating Profit Comparison.

Manufacturing Costs - Manufacturing costs exclude the impacts of currency and represent the volume-adjusted change for
variable costs and the absolute dollar change for period manufacturing costs. Variable manufacturing costs are defined as
having a direct relationship with the volume of production. This includes material costs, direct labor and other costs that vary
directly with production volume such as freight, power to operate machines and supplies that are consumed in the manufacturing
process. Period manufacturing costs support production but are defined as generally not having a direct relationship to short-
term changes in volume. Examples include machinery and equipment repair, depreciation on manufacturing assets, facility
support, procurement, factory scheduling, manufacturing planning and operations management.

Price Realization - The impact of net price changes excluding currency and new product introductions. Consolidated price
realization includes the impact of changes in the relative weighting of sales between geographic regions.

Resource Industries - A segment primarily responsible for supporting customers using machinery in mining and quarrying
applications.  Responsibilities include business strategy, product design, product management and development,
manufacturing, marketing and sales and product support. The product portfolio includes large track-type tractors, large mining
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trucks, hard rock vehicles, longwall miners, electric rope shovels, draglines, hydraulic shovels, drills, highwall miners, large
wheel loaders, off-highway trucks, articulated trucks, wheel tractor scrapers, wheel dozers, select work tools, machinery
components and electronics and control systems. Resource Industries also manages areas that provide services to other parts
of the company, including integrated manufacturing and research and development. In addition, segment profit includes the
impact from divestiture of portions of the Bucyrus distribution business.

16. Restructuring Costs - Primarily costs for employee separation costs and long-lived asset impairments.

17. Sales Volume - With respect to sales and revenues, sales volume represents the impact of changes in the quantities sold for
Machinery, Energy & Transportation as well as the incremental revenue impact of new product introductions, including
emissions-related product updates. With respect to operating profit, sales volume represents the impact of changes in the
quantities sold for Machinery, Energy & Transportation combined with product mix as well as the net operating profit impact
of new product introductions, including emissions-related product updates. Product mix represents the net operating profit
impact of changes in the relative weighting of Machinery, Energy & Transportation sales with respect to total sales.

LIQUIDITY AND CAPITAL RESOURCES

Sources of funds

We generate significant capital resources from operating activities, which are the primary source of funding for our Machinery,
Energy & Transportation operations. Funding for these businesses is also available from commercial paper and long-term debt
issuances. Financial Products' operations are funded primarily from commercial paper, term debt issuances and collections from
the existing portfolio. Throughout the first half of 2015, we experienced favorable liquidity conditions globally in both our
Machinery, Energy & Transportation and Financial Products' operations. On a consolidated basis, we ended the first half of 2015
with $7.82 billion of cash, an increase of $480 million from year-end 2014. We intend to maintain a strong cash and liquidity
position. Our cash balances are held in numerous locations throughout the world with approximately $6.2 billion held by our non-
U.S. subsidiaries. Amounts held by non-U.S. subsidiaries are available for general corporate use and could be used in the United
States without incurring significant additional U.S. taxes.

Consolidated operating cash flow for the first half of 2015 was $3.36 billion, down from $4.13 billion for the same period last
year. The decrease was primarily due to higher short-term incentive compensation payments of about $1.3 billionin 2015, compared
to about $500 million in 2014, as well as unfavorable changes to accounts payable (primarily due to decreased material purchases).
Partially offsetting these items were favorable changes to inventory. During the first half of 2015, inventory decreased to align
with demand levels, while during the first half of 2014 inventory increased. We expect additional declines in inventory during
the remainder of 2015 as a result of our continued focus on operational improvements and slightly lower sales. See further
discussion of operating cash flow under Machinery, Energy & Transportation and Financial Products.

Total debt as of June 30, 2015 was $38.32 billion, a decrease of $965 million from year-end 2014. Debt related to Financial
Products decreased $476 million, reflecting decreasing portfolio balances. Debt related to Machinery, Energy & Transportation
decreased $489 million in the first half of 2015, primarily due to the maturity of a long term debt issuance.

We have three global credit facilities with a syndicate of banks totaling $10.50 billion (Credit Facility) available in the aggregate
to both Caterpillar and Cat Financial for general liquidity purposes. Based on management's allocation decision, which can be
revised from time to time, the portion of the Credit Facility available to Machinery, Energy & Transportation as of June 30, 2015
was $2.75 billion. Our three Global Credit Facilities are:

*  The 364-day facility of $3.15 billion (of which $0.82 billion is available to Machinery, Energy & Transportation) expires
in September 2015.

*  The 2010 four-year facility, as amended in September 2014, of $2.73 billion (of which $0.72 billion is available to
Machinery, Energy & Transportation) expires in September 2017.

*  The 2011 five-year facility, as amended in September 2014, of $4.62 billion (of which $1.21 billion is available to
Machinery, Energy & Transportation) expires in September 2019.

At June 30, 2015, Caterpillar's consolidated net worth was $22.34 billion, which was above the $9.00 billion required under the
Credit Facility. The consolidated net worth is defined as the consolidated stockholders' equity including preferred stock but
excluding the pension and other postretirement benefits balance within Accumulated other comprehensive income (loss).

At June 30, 2015, Cat Financial's covenant interest coverage ratio was 2.13 to 1. This is above the 1.15 to 1 minimum ratio
calculated as (1) profit excluding income taxes, interest expense and net gain/(loss) from interest rate derivatives to (2) interest
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expense calculated at the end of each calendar quarter for the rolling four quarter period then most recently ended, required by the
Credit Facility.

In addition, at June 30, 2015, Cat Financial's covenant leverage ratio was 7.60 to 1. This is below the maximum ratio of debt to
net worth of 10 to 1, calculated (1) on a monthly basis as the average of the leverage ratios determined on the last day of each of
the six preceding calendar months and (2) at each December 31, required by the Credit Facility.

In the event Caterpillar or Cat Financial does not meet one or more of their respective financial covenants under the Credit Facility
in the future (and are unable to obtain a consent or waiver), the syndicate of banks may terminate the commitments allocated to
the party that does not meet its covenants. Additionally, in such event, certain of Cat Financial's other lenders under other loan
agreements where similar financial covenants or cross default provisions are applicable, may, at their election, choose to pursue
remedies under those loan agreements, including accelerating the repayment of outstanding borrowings. At June 30, 2015, there
were no borrowings under the Credit Facility.

Our total credit commitments and available credit as of June 30, 2015 were:

June 30, 2015
Machinery,
(Millions of dollars) Energy & Financial
Consolidated Transportation Products
Credit lines available:
Global Credit TACIIITIES......ecvieviereerieriereeteet ettt ettt ettt et eereereereereereereereesnens $ 10,500 $ 2,750 $ 7,750
Other €XTEINAL .......c.vviiieiiieiie e e ea e et eeta e e e eeaeeeeaneeenes 4,116 180 3,936
Total credit lines available..............oooviiiiiiiiiiiiiieceeeeee e 14,616 2,930 11,686
Less: Commercial paper outStanding ............ccocecevereeerieineneeneeese e (5,286) — (5,286)
Less: UtIZEd CIEdit....uiivirriirieiieeieieieieteiestesie ettt reeseesaennens (1,546) (13) (1,533)
Available credit. $ 7,784 3 2917 $ 4,867

The other external consolidated credit lines with banks as of June 30,2015 totaled $4.12 billion. These committed and uncommitted
credit lines, which may be eligible for renewal at various future dates or have no specified expiration date, are used primarily by
our subsidiaries for local funding requirements. Caterpillar or Cat Financial may guarantee subsidiary borrowings under these
lines.

In the event that Caterpillar or Cat Financial, or any of their debt securities, experiences a credit rating downgrade, it would likely
result in an increase in our borrowing costs and make access to certain credit markets more difficult. In the event economic
conditions deteriorate such that access to debt markets becomes unavailable, our Machinery, Energy & Transportation's operations
would rely on cash flow from operations, use of existing cash balances, borrowings from Cat Financial and access to our Credit
Facility. Our Financial Products' operations would rely on cash flow from its existing portfolio, existing cash balances, access to
our Credit Facility and other credit line facilities of Cat Financial and potential borrowings from Caterpillar. In addition, we
maintain a support agreement with Cat Financial, which requires Caterpillar to remain the sole owner of Cat Financial and may,
under certain circumstances, require Caterpillar to make payments to Cat Financial should Cat Financial fail to maintain certain
financial ratios.

Machinery, Energy & Transportation

Net cash provided by operating activities was $2.68 billion in the first half of 2015, compared with $3.94 billion for the same
period in 2014. The decrease was primarily due to unfavorable changes to accounts payable (primarily due to decreased material
purchases) as well as higher short-term incentive compensation payments in 2015 and less favorable changes in accounts receivable.
Partially offsetting these items were favorable changes to inventory. During the first half of 2015, inventory decreased to align
with demand levels, while during the first half of 2014 inventory increased. We expect additional declines in inventory during
the remainder of 2015 as a result of our continued focus on operational improvements and slightly lower sales.

Net cash used for investing activities in the first half of 2015 was $681 million, compared with net cash used of $940 million in
the first half of 2014. The favorable change was primarily due to lower investments in held-to-maturity securities during the first
half of 2015.

Net cash used for financing activities during the first half of 2015 was $1.83 billion, compared with net cash used of $947 million
in the first half of 2014. The unfavorable change was primarily due to the issuance of long-term debt in May of 2014. Partially
offsetting this item were lower share repurchases in the first half of 2015 compared to the same period a year ago.

Our priorities for the use of cash are to maintain a strong financial position in support of our credit rating, provide capital to support
growth, appropriately fund employee benefit plans, pay dividends and repurchase common stock.
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Strong financial pesition — A key measure of Machinery, Energy & Transportation's financial strength used by both
management and our credit rating agencies is Machinery, Energy & Transportation's debt-to-capital ratio. Debt-to-capital
is defined as short-term borrowings, long-term debt due within one year and long-term debt due after one year (debt)
divided by the sum of debt and stockholders' equity. Debt also includes Machinery, Energy & Transportation borrowings
from Financial Products. The debt-to-capital ratio for Machinery, Energy & Transportation was 35.8 percent at June 30,
2015, within our target range of 30 to 45 percent. The Machinery, Energy & Transportation's debt-to-capital ratio was
37.4 percent at December 31, 2014. The decrease in the debt-to-capital ratio was primarily due to the payment of debt
securities during the first half of 2015.

Capital to support growth — Capital expenditures were $759 million during the first half of 2015, compared to $738
million for the same period in 2014. We expect capital expenditures in 2015 to be about the same as 2014 capital
expenditures of $1.6 billion.

Appropriately funded employee benefit plans — We made $113 million of contributions to our pension plans during
the first half of 2015. We currently anticipate full-year 2015 contributions of approximately $180 million, all of which
are required. We made $387 million of contributions to our pension plans during the first half of 2014.

Paying dividends — Dividends paid totaled $846 million in the first half of 2015, representing 70 cents per share paid.
Each quarter, our Board of Directors reviews the company's dividend for the applicable quarter. The Board evaluates the
financial condition of the company and considers the economic outlook, corporate cash flow, the company's liquidity
needs, and the health and stability of global credit markets to determine whether to maintain or change the quarterly
dividend. In June 2015, the Board announced a 10 percent increase in the dividend rate to 77 cents per share.

Common stock repurchases — In January 2014, the Board of Directors approved an authorization to repurchase up to
$10 billion of Caterpillar common stock (the 2014 Authorization), which will expire on December 31,2018. As of January
1, 2015, $7.5 billion remained available under the 2014 Authorization. In the first half of 2015, we repurchased $525
million of Caterpillar common stock, leaving approximately $7.0 billion available under the 2014 Authorization.
Caterpillar's basic shares outstanding as of June 30, 2015 were approximately 603 million.

In July 2015, we entered into a definitive agreement with Citibank, N.A. to purchase shares of our common stock under
an accelerated stock repurchase transaction (July 2015 ASR Agreement). Pursuant to the terms of the July 2015 ASR
Agreement, we have agreed to repurchase a total of $1.5 billion of our common stock from Citibank, N.A., with an
immediate delivery of approximately 18 million shares. The final number of shares to be repurchased and the aggregate
cost per share to Caterpillar will be based on Caterpillar's volume-weighted average stock price during the term of the
transaction, which is expected to be completed in September 2015.

Financial Products

Financial Products' operating cash flow was $747 million in the first half of 2015, compared with $763 million for the same period
a year ago. Net cash used for investing activities was $263 million for the first half of 2015, compared with $1.76 billion for the
same period in 2014. The change was primarily due to lower levels of new retail financing at Cat Financial. Net cash used by
financing activities was $141 million for the first half of 2015, compared with $877 million net cash provided by financing activities
for the same period in 2014. The change was primarily due to lower funding requirements.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect reported amounts. The more significant estimates include: residual values for leased assets,
fair values for goodwill impairment tests, impairment of available-for-sale securities, warranty liability, stock-based compensation,
reserves for product liability and insurance losses, postretirement benefits, post-sale discounts, credit losses and income taxes. We
have incorporated many years of data into the determination of each of these estimates and we have not historically experienced
significant adjustments. These assumptions are reviewed at least annually with the Audit Committee of the Board of Directors.
Following are the methods and assumptions used in determining our estimates and an indication of the risks inherent in each.

Residual values for leased assets — The residual values for Cat Financial’s leased assets, which are an estimate of the market
value of leased equipment at the end of the lease term, are based on an analysis of historical wholesale market sales prices, projected
forward on a level trend line without consideration for inflation or possible future pricing action. At the inception of the lease,
residual values are estimated with consideration of the following critical factors: market size and demand, any known significant
market/product trends, total expected hours of usage, machine configuration, application, location, model changes, quantities and
past re-marketing experience, third-party residual guarantees and contractual customer purchase options. Many of these factors
are gathered in an application survey that is completed prior to quotation. The lease agreement also clearly defines applicable
return conditions and remedies for non-compliance, to ensure that the leased equipment will be in good operating condition upon
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return. Model changes and updates, as well as market strength and product acceptance, are monitored and adjustments are made
to residual values in accordance with the significance of any such changes. Remarketing sales staff works closely with customers
and dealers to manage the sale of lease returns and the recovery of residual exposure.

During the term of the leases, residual values are monitored. If estimated end-of-term market values of leased equipment reflect
anon-temporary impairment due to economic factors, obsolescence or other adverse circumstances, the residual value of the leased
equipment is adjusted so that the carrying value at end of lease term will approximate the estimated end-of-term market value.
For equipment on operating leases, adjustments are made on a straight-line basis over the remaining term of the lease through
depreciation expense. For finance leases, adjustments are recognized at the time of assessment through a reduction of finance
revenue.

Fair values for goodwill impairment tests — We test goodwill for impairment annually, at the reporting unit level, and whenever
events or circumstances make it likely that an impairment may have occurred, such as a significant adverse change in the business
climate or a decision to sell all or a portion of a reporting unit. We perform our annual goodwill impairment test as of October 1
and monitor for interim triggering events on an ongoing basis.

Goodwill is reviewed for impairment utilizing a qualitative assessment or a two-step process. We have an option to make a
qualitative assessment of a reporting unit's goodwill for impairment. If we choose to perform a qualitative assessment and determine
the fair value more likely than not exceeds the carrying value, no further evaluation is necessary. For reporting units where we
perform the two-step process, the first step requires us to compare the fair value of each reporting unit, which we primarily determine
using an income approach based on the present value of discounted cash flows, to the respective carrying value, which includes
goodwill. Ifthe fair value of the reporting unit exceeds its carrying value, the goodwill is not considered impaired. Ifthe carrying
value is higher than the fair value, there is an indication that an impairment may exist and the second step is required. In step two,
the implied fair value of goodwill is calculated as the excess of the fair value of a reporting unit over the fair values assigned to
its assets and liabilities. If the implied fair value of goodwill is less than the carrying value of the reporting unit's goodwill, the
difference is recognized as an impairment loss.

The impairment test process requires valuation of the respective reporting unit, which we primarily determine using an income
approach based on a discounted five year forecasted cash flow with a year-five residual value. The residual value is computed
using the constant growth method, which values the forecasted cash flows in perpetuity. The income approach is supported by a
reconciliation of our calculated fair value for Caterpillar to the company's market capitalization. The assumptions about future
cash flows and growth rates are based on each reporting unit's long-term forecast and are subject to review and approval by senior
management. The discount rate is a risk-adjusted weighted average cost of capital, which we believe approximates the rate from
a market participant's perspective. The estimated fair value could be impacted by changes in market conditions, interest rates,
growth rates, tax rates, costs, pricing and capital expenditures.

A prolonged economic downturn resulting in lower long-term growth rates and reduced long-term profitability may reduce the
fair value of our reporting units. Industry specific events or circumstances that have a negative impact to the valuation assumptions
may also reduce the fair value of our reporting units. Should such events occur and it becomes more likely than not that a reporting
unit's fair value has fallen below its carrying value, we will perform an interim goodwill impairment test(s), in addition to the
annual impairment test. Future impairment tests may result in a goodwill impairment, depending on the outcome of both step one
and step two of the impairment review process. A goodwill impairment would be reported as a non-cash charge to earnings.

Impairment of available-for-sale securities — Available-for-sale securities, primarily at Insurance Services, are reviewed at least
quarterly to identify fair values below cost which may indicate that a security is impaired and should be written down to fair value.

For debt securities, once a security’s fair value is below cost we utilize data gathered by investment managers, external sources
and internal research to monitor the performance of the security to determine whether an other-than-temporary impairment has
occurred. These reviews, which include an analysis of whether it is more likely than not that we will be required to sell the security
before its anticipated recovery, consist of both quantitative and qualitative analysis and require a degree of management
judgment. Securities in a loss position are monitored and assessed at least quarterly based on severity and timing of loss and may
be deemed other-than-temporarily impaired at any time. Once a security’s fair value has been 20 percent or more below its original
cost for six consecutive months, the security will be other-than-temporarily impaired unless there are sufficient facts and
circumstances supporting otherwise.

For equity securities in a loss position, determining whether a security is other-than-temporarily impaired requires an analysis of
that security's historical sector return as well as the volatility of that return. This information is utilized to estimate a security’s
future fair value and to assess whether the security has the ability to recover to its original cost over a reasonable period of time.
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Both historical annualized sector returns and the volatility of those returns are applied over a two year period to arrive at these
estimates.

Forboth debtand equity securities, qualitative factors are also considered in determining whether a security is other-than-temporarily
impaired. These include reviews of the following: significant changes in the regulatory, economic or technological environment
of the investee, significant changes in the general market condition of either the geographic area or the industry in which the
investee operates, and length of time and the extent to which the fair value has been less than cost. These qualitative factors are
subjective and require a degree of management judgment.

Warranty liability — Atthe time a sale is recognized, we record estimated future warranty costs. The warranty liability is determined
by applying historical claim rate experience to the current field population and dealer inventory. Generally, historical claim rates
are based on actual warranty experience for each product by machine model/engine size by customer or dealer location (inside or
outside North America). Specific rates are developed for each product shipment month and are updated monthly based on actual
warranty claim experience. Warranty costs may differ from those estimated if actual claim rates are higher or lower than our
historical rates.

Stock-based compensation — We use a lattice-based option-pricing model to calculate the fair value of our stock options and
SARs. The calculation of the fair value of the awards using the lattice-based option-pricing model is affected by our stock price
on the date of grant as well as assumptions regarding the following:

*  Volatility is a measure of the amount by which the stock price is expected to fluctuate each year during the expected term
of the award and is based on historical Caterpillar stock price movement and current implied volatilities from traded
options on Caterpillar stock. The implied volatilities from traded options are impacted by changes in market conditions. An
increase in the volatility would result in an increase in our expense.

*  The expected term represents the period of time that awards granted are expected to be outstanding and is an output of
the lattice-based option-pricing model. In determining the expected term of the award, future exercise and forfeiture
patterns are estimated from Caterpillar employee historical exercise behavior. These patterns are also affected by the
vesting conditions of the award. Changes in the future exercise behavior of employees or in the vesting period of the
award could result in a change in the expected term. An increase in the expected term would result in an increase to our
expense.

*  The weighted-average dividend yield is based on Caterpillar’s historical dividend yields. As holders of stock options and
SARs do not receive dividend payments, this could result in employees retaining the award for a longer period of time
if dividend yields decrease or exercising the award sooner if dividend yields increase. A decrease in the dividend yield
would result in an increase in our expense.

*  The risk-free interest rate is based on the U.S. Treasury yield curve in effect at time of grant. As the risk-free interest rate
increases, the expected term increases, resulting in an increase in our expense.

The fair value of our RSUs is determined by reducing the stock price on the date of grant by the present value of the estimated
dividends to be paid during the vesting period. The estimated dividends are based on Caterpillar’s dividend yield at the time of
grant. A decrease in the dividend yield would result in an increase in our expense.

Stock-based compensation expense recognized during the period is based on the value of the number of awards that are expected
to vest. In determining the stock-based compensation expense to be recognized, a forfeiture rate is applied to the fair value of the
award. This rate represents the number of awards that are expected to be forfeited prior to vesting and is based on Caterpillar
employee historical behavior. Changes in the future behavior of employees could impact this rate. A decrease in this rate would
result in an increase in our expense.

Product liability and insurance loss reserve — We determine these reserves based upon reported claims in process of settlement
and actuarial estimates for losses incurred but not reported. Loss reserves, including incurred but not reported reserves, are based
on estimates and ultimate settlements may vary significantly from such estimates due to increased claims frequency or severity
over historical levels.
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Postretirement benefits — Primary actuarial assumptions were determined as follows:

* The U.S. expected long-term rate of return on plan assets is based on our estimate of long-term passive returns for equities
and fixed income securities weighted by the allocation of our plan assets. Based on historical performance, we increase
the passive returns due to our active management of the plan assets. A similar process is used to determine the rate for
our non-U.S. pension plans. This rate is impacted by changes in general market conditions, but because it represents a
long-term rate, it is not significantly impacted by short-term market swings. Changes in our allocation of plan assets
would also impact this rate. For example, a shift to more fixed income securities would lower the rate. A decrease in
the rate would increase our expense.

»  The assumed discount rate is used to discount future benefit obligations back to today’s dollars. The U.S. discount rate
is based on a benefit cash flow-matching approach and represents the rate at which our benefit obligations could effectively
be settled as of our measurement date, December 31. The benefit cash flow-matching approach involves analyzing
Caterpillar’s projected cash flows against a high quality bond yield curve, calculated using a wide population of corporate
Aa bonds available on the measurement date. The very highest and lowest yielding bonds (top and bottom 10 percent)
are excluded from the analysis. A similar approach is used to determine the assumed discount rate for our most significant
non-U.S. plans. This rate is sensitive to changes in interest rates. A decrease in the discount rate would increase our
obligation and future expense.

»  The expected rate of compensation increase is used to develop benefit obligations using projected pay at retirement. It
represents average long-term salary increases. This rate is influenced by our long-term compensation policies. Anincrease
in the rate would increase our obligation and expense.

»  The assumed health care trend rate represents the rate at which health care costs are assumed to increase and is based on
historical and expected experience. Changes in our projections of future health care costs due to general economic
conditions and those specific to health care (e.g., technology driven cost changes) will impact this trend rate. An increase
in the trend rate would increase our obligation and expense.

The effects of actual results differing from our assumptions and the effects of changing assumptions are considered actuarial gains
or losses. Actuarial gains or losses are recorded in Accumulated other comprehensive income (loss). When the unamortized
actuarial gains or losses for an individual plan exceed 10 percent of the higher of the projected benefit obligation or 10 percent of
market-related value of plans assets at the beginning of the year, the excess is amortized as a component of net periodic benefit
cost using the straight-line method. The amortization period is generally the average remaining service period of active employees
expected to receive benefits from the plan. For plans in which all or almost all of the plan’s participants are inactive, actuarial
gains or losses are amortized over the remaining life expectancy of the inactive participants.

Post-sale discount reserve — We provide discounts to dealers through merchandising programs. We have numerous programs
that are designed to promote the sale of our products. The most common dealer programs provide a discount when the dealer sells
a product to a targeted end user. The amount of accrued post-sale discounts was $1.29 billion and $1.27 billion as of June 30,
2015 and December 31, 2014, respectively. The reserve represents discounts that we expect to pay on previously sold units and
is reviewed at least quarterly. The reserve is adjusted if discounts paid differ from those estimated. Historically, those adjustments
have not been material.

Credit loss reserve — The allowance for credit losses is an estimate of the losses inherent in our finance receivable portfolio and
includes consideration of accounts that have been individually identified as impaired, as well as pools of finance receivables where
it is probable that certain receivables in the pool are impaired but the individual accounts cannot yet be identified. In identifying
and measuring impairment, management takes into consideration past loss experience, known and inherent risks in the portfolio,
adverse situations that may affect the borrower’s ability to repay, estimated value of underlying collateral and current economic
conditions. In estimating probable credit losses, we review accounts that are past due, non-performing, in bankruptcy or otherwise
identified as at-risk for potential credit loss including accounts which have been modified. Accounts are identified as at-risk for
potential credit loss using information available about the customer, such as financial statements, news reports and published credit
ratings, as well as general information regarding industry trends and the economic environment in which our customers operate.

The allowance for credit losses attributable to specific accounts is based on the most probable source of repayment, which is
normally the liquidation of collateral. In determining collateral value, we estimate the current fair market value of the collateral
less selling costs. We also consider credit enhancements such as additional collateral and contractual third-party guarantees. The
allowance for credit losses attributable to the remaining accounts not yet individually identified as impaired is estimated utilizing
probabilities of default and the estimated loss given default. In addition, qualitative factors not able to be fully captured in previous
analysis including industry trends, macroeconomic factors and model imprecision are considered in the evaluation of the adequacy
of the allowance for credit losses. These qualitative factors are subjective and require a degree of management judgment.
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While management believes it has exercised prudent judgment and applied reasonable assumptions, there can be no assurance that
in the future, changes in economic conditions or other factors would not cause changes in the financial health of our customers.
If the financial health of our customers deteriorates, the timing and level of payments received could be impacted and therefore,
could result in a change to our estimated losses.

Income taxes — We are subject to the income tax laws of the many jurisdictions in which we operate. These tax laws are complex,
and the manner in which they apply to our facts is sometimes open to interpretation. In establishing the provision for income
taxes, we must make judgments about the application of these inherently complex tax laws.

Despite our belief that our tax return positions are consistent with applicable tax laws, we believe that taxing authorities could
challenge certain positions. Settlement of any challenge can result in no change, a complete disallowance, or some partial adjustment
reached through negotiations or litigation. We record tax benefits for uncertain tax positions based upon management’s evaluation
of the information available at the reporting date. To be recognized in the financial statements, a tax benefit must be at least more
likely than not of being sustained based on the technical merits of the position. The benefit for positions meeting the recognition
threshold is measured as the largest benefit more likely than not of being realized upon ultimate settlement with a taxing authority
that has full knowledge of all relevant information. Significantjudgmentisrequired in making these determinations and adjustments
to unrecognized tax benefits may be necessary to reflect actual taxes payable upon settlement. Adjustments related to positions
impacting the effective tax rate affect the provision for income taxes. Adjustments related to positions impacting the timing of
income or deductions impact deferred tax assets and liabilities.

Our income tax positions and analysis are based on currently enacted tax law. Future changes in tax law could significantly impact
the provision for income taxes, the amount of taxes payable, and the deferred tax asset and liability balances. Deferred tax assets
generally represent tax benefits for tax deductions or credits available in future tax returns. Certain estimates and assumptions are
required to determine whether it is more likely than not that all or some portion of the benefit of a deferred tax asset will not be
realized. In making this assessment, management analyzes and estimates the impact of future taxable income, reversing temporary
differences and available prudent and feasible tax planning strategies. Should a change in facts or circumstances lead to a change
in judgment about the realizability of a deferred tax asset, we record or adjust the related valuation allowance in the period that
the change in facts and circumstances occurs, along with a corresponding increase or decrease in the provision for income taxes.

A provision for U.S. income taxes has not been recorded on undistributed profits of our non-U.S. subsidiaries that we have
determined to be indefinitely reinvested outside the U.S. If management intentions or U.S. tax law changes in the future, there
may be a significant negative impact on the provision for income taxes to record an incremental tax liability in the period the
change occurs. A deferred tax asset is recognized only if we have definite plans to generate a U.S. tax benefit by repatriating
earnings in the foreseeable future.

Income taxes are based on the statutory tax rate of the jurisdiction where earnings are subject to taxation which may differ from
the jurisdiction where that entity is incorporated. Taxes are paid in the jurisdictions where earnings are subject to taxation. The
effective tax rate differs from the U.S. statutory rate in part due to results of non-U.S. subsidiaries being subject to statutory tax
rates which are generally lower than the U.S. rate of 35 percent. The indefinitely reinvested profits of Caterpillar SARL (CSARL),
primarily taxable in Switzerland, contribute the most significant amount of this difference. On January 30, 2015, we received a
Revenue Agent's Report (RAR) from the Internal Revenue Service (IRS) indicating the end of the field examination of our U.S.
tax returns for 2007 to 2009 including the impact of a loss carryback to 2005. The IRS has proposed to tax in the United States
profits earned from certain parts transactions by CSARL based on the IRS examination team’s application of “substance-over-
form” or “assignment-of-income” judicial doctrines. We are vigorously contesting this adjustment through the IRS appeals process.
We believe that the relevant transactions complied with applicable tax laws and did not violate judicial doctrines. The purchase
of parts by CSARL from unrelated parties and the subsequent sale of those parts to unrelated dealers outside the United States
have substantial legal, commercial, and economic consequences for the parties involved. We have filed U.S. tax returns on this
same basis for years after 2009. We currently believe the ultimate disposition of these matters will not have a material adverse
effect on our consolidated financial position, liquidity or results of operations.

GLOBAL WORKFORCE

Caterpillar worldwide, full-time employment was 111,247 at the end of the second quarter of 2015, compared with 115,292 at the
end of the second quarter of 2014, a decrease of 4,045 full-time employees. The flexible workforce decreased by 786 for a total
decrease in the global workforce of 4,831. The decrease was primarily the result of restructuring programs.
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OTHER MATTERS

Environmental and Legal Matters

The Company is regulated by federal, state and international environmental laws governing our use, transport and disposal of
substances and control of emissions. In addition to governing our manufacturing and other operations, these laws often impact the
development of our products, including, but not limited to, required compliance with air emissions standards applicable to internal
combustion engines. We have made, and will continue to make, significant research and development and capital expenditures to
comply with these emissions standards.

We are engaged in remedial activities at a number of locations, often with other companies, pursuant to federal and state laws.
When it is probable we will pay remedial costs at a site, and those costs can be reasonably estimated, the investigation, remediation,
and operating and maintenance costs are accrued against our earnings. Costs are accrued based on consideration of currently
available data and information with respect to each individual site, including available technologies, current applicable laws and
regulations, and prior remediation experience. Where no amount within a range of estimates is more likely, we accrue the minimum.
Where multiple potentially responsible parties are involved, we consider our proportionate share of the probable costs. In
formulating the estimate of probable costs, we do not consider amounts expected to be recovered from insurance companies or
others. We reassess these accrued amounts on a quarterly basis. The amount recorded for environmental remediation is not material
and is included in Accrued expenses. We believe there is no more than a remote chance that a material amount for remedial activities
at any individual site, or at all the sites in the aggregate, will be required.

On January 8, 2015, the Company received a grand jury subpoena from the U.S. District Court for the Central District of Illinois.
The subpoena requests documents and information from the Company relating to, among other things, financial information
concerning U.S. and non-U.S. Caterpillar subsidiaries (including undistributed profits of non-U.S. subsidiaries and the movement
of cash among U.S. and non-U.S. subsidiaries). The Company received an additional subpoena relating to this investigation
requesting additional documents and information relating to, among other things, the purchase and resale of replacement parts by
Caterpillar Inc. and non-U.S. Caterpillar subsidiaries. The Company is cooperating with this investigation. The Company is
unable to predict the outcome or reasonably estimate any potential loss; however, we currently believe that this matter will not
have a material adverse effect on the Company’s consolidated results of operations, financial position or liquidity.

On September 12, 2014, the SEC notified the Company that it was conducting an informal investigation relating to Caterpillar
SARL and related structures. The SEC asked the Company to preserve relevant documents and, on a voluntary basis, the Company
made a presentation to the staff of the SEC on these topics and is producing documents responsive to a voluntary request made
by the SEC. The Company is cooperating with the SEC regarding this investigation. The Company is unable to predict the outcome
or reasonably estimate any potential loss; however, we currently believe that this matter will not have a material adverse effect on
the Company’s consolidated results of operations, financial position or liquidity.

On September 10, 2014, the SEC issued to Caterpillar a subpoena seeking information concerning the Company’s accounting for
the goodwill relating to its acquisition of Bucyrus International Inc. in 2011 and related matters. The Company is cooperating with
the SEC regarding this subpoena and its ongoing investigation. The Company is unable to predict the outcome or reasonably
estimate any potential loss; however, we currently believe that this matter will not have a material adverse effect on the Company's
consolidated results of operations, financial position or liquidity.

On March 20, 2014, Brazil’s Administrative Council for Economic Defense (CADE) published a Technical Opinion which named
18 companies and over 100 individuals as defendants, including two subsidiaries of Caterpillar Inc., MGE - Equipamentos e
Servicos Ferroviarios Ltda. (MGE) and Caterpillar Brasil Ltda. The publication of the Technical Opinion opened CADE's official
administrative investigation into allegations that the defendants participated in anticompetitive bid activity for the construction
and maintenance of metro and train networks in Brazil. While companies cannot be held criminally liable for anticompetitive
conduct in Brazil, criminal charges have been brought against two current employees of MGE and one former employee of MGE
involving the same conduct alleged by CADE. The Company has responded to all requests for information from the authorities.
The Company is unable to predict the outcome or reasonably estimate the potential loss; however, we currently believe that this
matter will not have a material adverse effect on the Company's consolidated results of operations, financial position or liquidity.

On October 24,2013, Progress Rail received a grand jury subpoena from the U.S. District Court for the Central District of California.
The subpoena requests documents and information from Progress Rail, United Industries Corporation, a wholly-owned subsidiary
of Progress Rail, and Caterpillar Inc. relating to allegations that Progress Rail conducted improper or unnecessary railcar inspections
and repairs and improperly disposed of parts, equipment, tools and other items. In connection with this subpoena, Progress Rail
was informed by the U.S. Attorney for the Central District of California that it is a target of a criminal investigation into potential
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violations of environmental laws and alleged improper business practices. The Company is cooperating with the authorities and
is currently in discussions regarding a potential resolution of the matter. Although the Company believes a loss is probable, we
currently believe that this matter will not have a material adverse effect on the Company's consolidated results of operations,
financial position or liquidity.

In addition, we are involved in other unresolved legal actions that arise in the normal course of business. The most prevalent of
these unresolved actions involve disputes related to product design, manufacture and performance liability (including claimed
asbestos and welding fumes exposure), contracts, employment issues, environmental matters or intellectual property rights. The
aggregate range of reasonably possible losses in excess of accrued liabilities, if any, associated with these unresolved legal actions
is not material. In some cases, we cannot reasonably estimate a range of loss because there is insufficient information regarding
the matter. However, we believe there is no more than a remote chance that any liability arising from these matters would be
material. Although it is not possible to predict with certainty the outcome of these unresolved legal actions, we believe that these
actions will not individually or in the aggregate have a material adverse effect on our consolidated results of operations, financial
position or liquidity.

Retirement Benefits

We recognized pension expense of $133 million and $264 million for the three and six months ended June 30, 2015, as compared
to $119 million and $232 million for the three and six months ended June 30, 2014. The increase in expense for the three and six
months ended June 30, 2015 is primarily due to higher amortization of net actuarial losses primarily due to lower discount rates
at the end of 2014 compared to 2013 and changes made to our U.S. mortality assumption. Accounting guidance on retirement
benefits requires companies to discount future benefit obligations back to today’s dollars using a discount rate that is based on
high-quality fixed income investments. A decrease in the discount rate increases the pension benefit obligation, while an increase
inthe discount rate decreases the pension benefit obligation. This increase or decrease in the pension benefit obligation is recognized
in Accumulated other comprehensive income (loss) and subsequently amortized into earnings as an actuarial gain or loss. The
guidance also requires companies to use an expected long-term rate of return on plan assets for computing current year pension
expense. Differences between the actual and expected returns are also recognized in Accumulated other comprehensive income
(loss) and subsequently amortized into earnings as actuarial gains and losses. As of June 30,2015, total actuarial losses, recognized
in Accumulated other comprehensive income (loss), related to pensions were $7.19 billion. The majority of the actuarial losses
are due to changes in discount rates, losses from demographic assumptions over the past several years and plan asset losses. In
the fourth quarter of 2014, the mortality assumption for our U.S. pension and other postretirement plans was reviewed to consider
the use of tables that were released by the Society of Actuaries. As of December 31, 2014, the company adopted the tables with
modifications to reflect historical company specific mortality experience and its best estimate of future mortality improvements.
The adoption of the tables resulted in an increase in the life expectancy of plan participants and therefore an increase in our Liability
for postemployment benefits of approximately $400 million.

Other postretirement benefit expense was $57 million and $115 million for the three and six months ended June 30, 2015, as
compared to $60 million and $117 million for the three and six months ended June 30, 2014. Actuarial losses that were recognized
in Accumulated other comprehensive income (loss) for other postretirement benefit plans were $0.77 billion at June 30, 2015.
These losses mainly reflect the impact of discount rates, changes in our health care trend assumption and plan asset losses, partially
offset by gains from lower than expected health care costs.

Actuarial losses will be impacted in future periods by actual asset returns, actual health care inflation, discount rate changes, actual
demographic experience and other factors that impact these expenses. These losses, reported in Accumulated other comprehensive
income (loss), will generally be amortized as a component of net periodic benefit cost on a straight-line basis over the average
remaining service period of active employees expected to receive benefits from the plan. For plans in which all or almost all of
the plan’s participants are inactive, actuarial losses are amortized using the straight-line method over the remaining life expectancy
of the inactive participants. At the end of 2014, the average remaining service period of active employees or life expectancy for
inactive participants was 9 years for our U.S. pension plans, 12 years for non-U.S. pension plans and 9 years for other postretirement
benefit plans. We expect our amortization of net actuarial losses to increase approximately $140 million in 2015 as compared to
2014, primarily due to the decrease in discount rates and changes to our mortality assumption, partially offset by gains from lower
than expected health care costs and plan assets gains in 2014. We expect our total pension and other postretirement benefits expense
to increase approximately $80 million in 2015 which is primarily due to an increase in amortization of net actuarial losses.

We made $36 million and $113 million of contributions to our pension plans during the three and six months ended June 30, 2015,
respectively. We currently anticipate full-year 2015 contributions of approximately $180 million, all of which are required. We
made $108 million and $387 million of contributions to our pension plans during the three and six months ended June 30, 2014,
respectively.
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Order Backlog

The dollar amount of backlog believed to be firm was approximately $14.8 billion at June 30, 2015 and $16.5 billion at March
31, 2015. This represents about a $1.7 billion reduction from the end of the first quarter of 2015. About half of the decrease was
in Construction Industries. In addition, the order backlog for both Energy & Transportation and Resource Industries declined. The
dollar amount of backlog believed to be firm was approximately $17.3 billion at December 31, 2014. Of the total backlog,
approximately $3.3 billion at June 30, 2015 was not expected to be filled in the following twelve months.

NON-GAAP FINANCIAL MEASURES

The following definitions are provided for the non-GAAP financial measures used in this report. These non-GAAP financial
measures have no standardized meaning prescribed by U.S. GAAP and therefore are unlikely to be comparable to the calculation
of similar measures for other companies. Management does not intend for these items to be considered in isolation or as a substitute
for the related GAAP measures.

We have incurred restructuring costs during the three and six month periods ending June 30, 2015 and 2014. We believe it is
important to separately quantify the profit-per-share impact of restructuring costs in order for our results to be meaningful to our
readers. Reconciliation of profit per share excluding restructuring costs to the most directly comparable GAAP measure, profit
per share - diluted is as follows:

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Profit per share - diluted...............ccoeeeieiiiiiieen $ .16 $ 1.57 $ 298 % 3.00
Per share restructuring COStS .......c.covveirveiererieirieieeeeeeeeeeeenes 0.11 0.12 0.14 0.30
Profit per share excluding restructuring Costs .............cccceeeeereenene $ 1.27 S 1.69 $ 312§ 3.30

Supplemental Consolidating Data

We are providing supplemental consolidating data for the purpose of additional analysis. The data has been grouped as follows:
Consolidated — Caterpillar Inc. and its subsidiaries.

Machinery, Energy & Transportation — Caterpillar defines Machinery, Energy & Transportation as it is presented in the
supplemental data as Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis. Machinery,
Energy & Transportation information relates to our design, manufacturing and marketing of our products. Financial Products
information relates to the financing to customers and dealers for the purchase and lease of Caterpillar and other equipment. The
nature of these businesses is different, especially with regard to the financial position and cash flow items. Caterpillar management
utilizes this presentation internally to highlight these differences. We also believe this presentation will assist readers in
understanding our business.

Financial Products — Our finance and insurance subsidiaries, primarily Cat Financial and Insurance Services.

Consolidating Adjustments — Eliminations of transactions between Machinery, Energy & Transportation and Financial Products.

Pages 87 to 94 reconcile Machinery, Energy & Transportation with Financial Products on the equity basis to Caterpillar Inc.
consolidated financial information.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Three Months Ended June 30, 2015
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation.......................... $ 11,583 3 11,583 $ — S —
Revenues of Financial Products ...........cccceveveiieneeinciicene 734 — 805 (71) :
Total sales and reVenuUES..........ccceeeveevreeeiieeciie e e 12,317 11,583 805 (71)
Operating costs:
Cost 0f 200dS SOIA ....ovieiieiiiieee e 8,762 8,763 — (D }
Selling, general and administrative eXpenses..........cc..ceeeveruenen. 1,389 1,211 172 6’
Research and development eXpenses..........coeveeverveevenreevennenne. 532 532 — —
Interest expense of Financial Products............cccooeeieiinnnnncene. 148 — 150 ) N
Other operating (inCOME) EXPENSES .....vvevervrerrerreeererereeeeneeenns 356 63 300 @) ’
Total OPErating COStS......cvevvrrrierierrieriereeieiiereereteeee e eeneeeeens 11,187 10,569 622 4
Operating profit................ccoooiiiiiiiiiee e 1,130 1,014 183 67)
Interest expense excluding Financial Products.............ccccceuee. 125 136 — an !
Other INCOME (EXPENSE)...evvevrrrerrieeerrieeesiereeereteeeenseeeeneeenns (13) (71) 2 56 °
Consolidated profit before taxes.................ccocoevvviievienciienieeene, 992 807 185 —
Provision (benefit) for income taxes ..........ccevveeverreeierreevennennn. 283 224 59 —
Profit of consolidated companies .............cecereeeeeneerieneenienenne. 709 583 126 —
Equity in profit (loss) of unconsolidated affiliated companies.. 2 2 — —
Equity in profit of Financial Products’ subsidiaries................... — 126 — (126) ¥
Profit of consolidated and affiliated companies.......................... 711 711 126 (126)
Less: Profit (loss) attributable to noncontrolling interests................ 1 1 — —
PrOFIt 7 oottt $ 710§ 710 $ 126 $ (126)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.
*  Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.
*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.
> Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.
Elimination of Financial Products’ profit due to equity method of accounting.
7

Profit attributable to common stockholders.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Six Months Ended June 30, 2015

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation.......................... $ 23544 $ 23,544 $ — 3 —
Revenues of Financial Products ..........ccccoecvevircienieecienieieeeen, 1,475 — 1,618 (143) :
Total sales and reVENUES ...........coevviieeiieiiiie e 25,019 23,544 1,618 (143)
Operating costs:
COSE OF OOAS SOIA ..o eeeee e ees e 17,605 17,606 — 1’
Selling, general and administrative eXpenses...........cccceeeeerueenee. 2,707 2,394 305 8’
Research and development eXpenses..........ccoceevereeeverieeniennenne 1,078 1,078 — —
Interest expense of Financial Products..........cccccoeveeveriveiennenn, 298 — 301 3) ¢
Other operating (inCOME) EXPENSES -.....eervrrureruereerreeienieeeeneeens 674 88 599 (13) }
Total OPErating COSLS......cvrrvrrierieriereeeiereeeiese et sreeee e eeeeeeenes 22,362 21,166 1,205 9
Operating profit...............ccooooiiiiiiiiieieeece e 2,657 2,378 413 (134)
Interest expense excluding Financial Products.............ccccccue... 254 275 — 21 ¢
Other INCOME (EXPENSE)...cuverveeeerrieeeriierieaienieeeenieeeesieeeeeeeenes 144 30 1 113 °
Consolidated profit before taxes...................ccoovveviviicieniicieen, 2,547 2,133 414 —
Provision (benefit) for income taxes ..........ccoeverevereeeceereeseennennn 726 599 127 —
Profit of consolidated companies ............ccccceveeverieeieneesrennnnnn, 1,821 1,534 287 —
Equity in profit (loss) of unconsolidated affiliated companies.. 4 4 — —
Equity in profit of Financial Products’ subsidiaries................... — 285 — (285) 6
Profit of consolidated and affiliated companies........................... 1,825 1,823 287 (285)
Less: Profit (loss) attributable to noncontrolling interests................ 4 2 2 —
PrOFIt 7 .o $ 1,821 $ 1,821 § 285 $ (285)

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

1

2 Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.

*  Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.

*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.

> Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.

®  Elimination of Financial Products’ profit due to equity method of accounting.

7

Profit attributable to common stockholders.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Three Months Ended June 30, 2014
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,

Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation.......................... $ 13,391 $ 13,391 $ — $ —
Revenues of Financial Products ...........ccoccoceninieniniencnncncnn 759 — 851 (92) :
Total sales and revenues..........cccueeevvereeecieerie e 14,150 13,391 851 (92)
Operating costs:
Cost of 200dS SOId ....oeiiiieiiiieeee e 10,197 10,197 — —
Selling, general and administrative eXpenses..........c.ocveeverueenen. 1,437 1,284 159 (6) ’
Research and development eXpenses..........ccocvveeverreevenreesiennnnn, 516 516 — —
Interest expense of Financial Products............ccccooeeiniennnncene. 153 — 155 2) N
Other operating (inCOME) EXPENSES ......ververrrerrerrerreeeenreeeeneeens 372 77 305 (10) ’
Total OPErating COSLS......cvrvrrirrririerieieerieetesteeresreeresreeseeeeenns 12,675 12,074 619 (18)
Operating profit................ccoooiiiiiiiiici e 1,475 1,317 232 (74)
Interest expense excluding Financial Products............ccccc.c..... 120 131 — (11) N
Other INCOME (EXPENSE)...eeuvervrererrieeeriereereerserresreeeesseesesseenns 65 6) 8 63 °
Consolidated profit before taxes.................ccccovvevienciincienieeiee, 1,420 1,180 240 —
Provision (benefit) for income taxes ..........cceeeeeverreererreesvennenn, 419 349 70 —
Profit of consolidated companies ............ccecevevieneecieneesiencnne 1,001 831 170 —
Equity in profit (loss) of unconsolidated affiliated companies.. 1 1 — —
Equity in profit of Financial Products’ subsidiaries................... — 168 — (168) 6
Profit of consolidated and affiliated companies........................... 1,002 1,000 170 (168)
Less: Profit (loss) attributable to noncontrolling interests................ 3 1 2 —
PLOTIE 7 .ot $ 999 § 999 § 168 $ (168)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
> Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.
> Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.
*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.
> Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.
®  Elimination of Financial Products’ profit due to equity method of accounting.
7

Profit attributable to common stockholders.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Six Months Ended June 30, 2014
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,

Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation.......................... $ 25884 $ 25,884 $ — 3 —
Revenues of Financial Products ..........ccccoecvevircienieecienieieeeen, 1,507 — 1,682 (175) :
Total sales and reVENUES ...........coevviieeiieiiiie e 27,391 25,884 1,682 (175)
Operating costs:
Cost 0f 200dS SOId ....ocvvevieiiiieieeiee e 19,634 19,634 — —
Selling, general and administrative eXpenses..........c.cecceeevennene. 2,729 2,439 305 (15) }
Research and development eXpenses..........ccoceevereeeverieeniennenne 1,024 1,024 — —
Interest expense of Financial Products..........cccccoeveeveriveiennenn, 313 — 317 @ ¢
Other operating (inCOME) EXPENSES -.....eervrrureruereerreeienieeeeneeens 818 231 603 (16) }
Total OPErating COSLS......cvrrvrrierieriereeeiereeeiese et sreeee e eeeeeeenes 24,518 23,328 1,225 (35)
Operating profit...............ccooooiiiiiiiiieieeece e 2,873 2,556 457 (140)
Interest expense excluding Financial Products.............ccccccue... 230 251 — 21 ¢
Other INCOME (EXPENSE)...cuverveeeerrieeeriierieaienieeeenieeeesieeeeeeeenes 119 (23) 23 119 °
Consolidated profit before taxes...................ccoovveviviicieniicieen, 2,762 2,282 480 —
Provision (benefit) for income taxes ..........ccoeverevereeeceereeseennennn 837 699 138 —
Profit of consolidated companies ............ccccceveeverieeieneesrennnnnn, 1,925 1,583 342 —
Equity in profit (loss) of unconsolidated affiliated companies.. 2 2 — —
Equity in profit of Financial Products’ subsidiaries................... — 337 — (337) 6
Profit of consolidated and affiliated companies........................... 1,927 1,922 342 (337)
Less: Profit (loss) attributable to noncontrolling interests................ 6 1 5 —
PLOFIt T .ot $ 1,921 $ 1,921 § 337§ (337)

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

1

2 Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.

*  Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.

*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.

> Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.

j Elimination of Financial Products’ profit due to equity method of accounting.

Profit attributable to common stockholders.
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Caterpillar Inc.

Supplemental Data for Financial Position

At June 30, 2015
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Assets
Current assets:
Cash and short-term inVEStMENS ..............ocevverieiereiereereeeee oo erenenes $ 7,821 $ 6,466 $ 1,355 § — s
Receivables — trade and Other ...........ccooeevieeiieieiiecieiee e 7,212 3,772 336 3,104 N
Receivables — fINANCE .........cc.oovievieiieeiiieieeeeeeeeete ettt 9,213 — 13,542 (4,329)
Deferred and refundable inCOME taXES ........cceevviiveeieiiicieceeeeee e 1,441 1,386 55 -,
Prepaid expenses and other current assets ...........cooeeeeereereerenierenereeene 859 346 526 (13)
TOVENLOTIES. ...ttt ettt ettt et et eaeeeaeeeanean 11,681 11,681 — —
TOtal CUITENE ASSELS......ecvverieriieiereereeeeete et et ettt eraeeteeteesesaeerseseeseessesaeereesnenns 38,227 23,651 15,814 (1,238)
Property, plant and equipment — Net ..........ccecvverieierirenieieieeee e 16,136 11,970 4,166 — 2
Long-term receivables — trade and other ...........cocecveevenieinincincreeceee 1,290 141 254 895 N
Long-term receivables — finance 13,698 — 14,624 (926)
Investments in unconsolidated affiliated companies ..............ccceeeverieeerenienene 229 229 — —
Investments in Financial Products subsidiaries .........c..cocecevererirerenncnenencns — 4,256 — (4,256) P
Noncurrent deferred and refundable income taxes ...........cceeevvevererreeeereennene 1,473 2,085 93 (705)
INtANGIDIC ASSELS .....veveeviieiieiieieieicetest ettt 2,863 2,857 6 —
GOOAWILL ...ttt 6,550 6,533 17 —
OFNET @SSELS ...ttt ettt ettt ettt ettt benene 1,776 386 1,390 —
TOtAl ASSELS........c.eiiiiiiiiciciicic ettt $ 82,242 §$ 52,108 $ 36,364 $ (6,230)
Liabilities
Current liabilities: ;
ShOTt-term DOTTOWINES ......c.veveieieiiiiiieiee e $ 6,240 $ 14 3 7,327 $ (1,101)
ACCOUNLS PAYADIE ...ttt 5,862 5,745 241 (124) 0
ACCIUCA EXPEIISES. ... euerveteniieieteirteieieteteie sttt ettt b ettt seenenene 3,311 3,048 276 (13)
Accrued wages, salaries and employee benefits.........cocooerveererienereniennns 1,597 1,568 29 —
CUSTOMET AAVAINCES ....oovvievieeiieeetee ettt ettt eeteeeaeeeaeeeree s 1,754 1,754 — —
Dividends payable.........c.coeeerrieeiniriciniieereeeee s 463 463 — —
Other current Habilities .........cc.oovviivieeieiieeeeee e 1,744 1,232 522 (10)
Long-term debt due within 0Ne Year..........ccccveevinieineneneineeceeseene 4,635 12 4,623 —
Total current HabilitieS ........cvevevuierieiieiiceeeeere ettt ettt ere e 25,606 13,836 13,018 (1,248)
Long-term debt due after 0ne year...........coceeeveveerinecnininecnneccneccnennenne 27,445 9,528 17,948 31 !
Liability for postemployment benefits............cococcceeurieucrinincinniecrneiceninenee 8,759 8,759 — —
Other HabIlIties. ... c.vrveueuiirieiiieieie ettt 3,271 2,824 1,142 (695)
Total Habilities .............coccoooiriiiiiiiiiiccc e 65,081 34,947 32,108 (1,974)
Commitments and contingencies
Stockholders’ equity s
COMIMON SEOCK ...vevveiieviieiietieieieiiete sttt ettt et sse e seesesbeseesesaenaeseesenseneas 5,142 5,142 911 911)
TTEASULY STOCK ...euveuveuietiieiieteetete ettt ettt s be e (16,144) (16,144) — —
Profit employed in the business.... 34,823 34,823 3,791 (3,791) s
Accumulated other comprehensive income (10SS) ........ccouvveverruecrcnerccnnnenne (6,729) (6,729) (581) 581
NoNCONtrolling INLETESTS.........eeveureeerieieiieterieieeeet ettt eeees 69 69 135 (135)
Total stockholders’ equUity...............ccccoeieiiiieiiiriiieiceeeercee e 17,161 17,161 4,256 (4,256)
Total liabilities and stockholders’ equity..................cccocooveveivieriiieiereinnns $ 82,242 § 52,108 § 36,364 $ (6,230)

1
2
3

© w9 o w A

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
Elimination of receivables between Machinery, Energy & Transportation and Financial Products.
Reclassification of Machinery, Energy & Transportation's trade receivables purchased by Financial Products and Financial Products’ wholesale inventory

receivables.

Elimination of Machinery, Energy & Transportation's insurance premiums that are prepaid to Financial Products.
Elimination of Financial Products’ equity which is accounted for by Machinery, Energy & Transportation on the equity basis.
Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.

Elimination of debt between Machinery, Energy & Transportation and Financial Products.
Elimination of payables between Machinery, Energy & Transportation and Financial Products.
Elimination of prepaid insurance in Financial Products’ accrued expenses.
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Caterpillar Inc.

Supplemental Data for Financial Position

At December 31, 2014
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Assets
Current assets:
Cash and short-term iNVESMENLS ............c.ccovvevvereeriereeeeereereeeeereeereerenns $ 7341 $ 6,317 $ 1,024  $ — s
Receivables — trade and Other.............ceevveviieieiiieieieieeeeeeee e 7,137 4215 300 3,222 N
Receivables — fINANCE............ccuievieiiciieieceeceeeeeeeeee et 9,027 — 13,458 (4,431)
Deferred and refundable income taxes..........c.cevveveevevieerieiesieciereee e 1,739 1,644 95 -,
Prepaid expenses and other current assets...........oceveevveriereeerereeeeenennns 818 399 432 (13)
TOVENTOTIES ..ttt ettt et ettt eete e eaeeeaeeeans 12,205 12,205 — —
TOtAl CUITENE ASSELS ....evieueieieeierietieeeteereetesteete et e ereeaeeaeereeseeaesteereeseeseensenseas 38,867 24,780 15,309 (1,222)
Property, plant and equipment — Net...........coceveeerierieirerieieereeeesee s 16,577 12,392 4,185 — 2
Long-term receivables — trade and other...........ccoeoviveieinenennincee 1,364 154 268 942 N
Long-term receivables — finance 14,644 — 15,618 974)
Investments in unconsolidated affiliated companies...........c.ccoceeveererieereennnne. 257 257 — —
Investments in Financial Products subsidiaries...........coccoevevereenenenincneenene. — 4,488 — (4,488) .
Noncurrent deferred and refundable income taxes...........cecveverveeeerieeeeerennns 1,404 1,980 98 (674)
INtANGIDIC ASSELS ....cvveviverienieiiieieeeie ettt ens 3,076 3,069 7 —
GOOAWILL ...ttt eeenas 6,694 6,677 17 —
ORET @SSEES...uvivieeririete ettt ettt et te et e et e ete et e eseeas et e teeaeeeteeseeaseseessensenseas 1,798 391 1,407 —
TOtAL ASSELS ......c.ciiiiniiiciiicct ettt $ 84,681 $ 54,188 % 36,909 $ (6,416)
Liabilities
Current liabilities: ;
ShOTt-term DOTTOWINGES .....vcvivivieieieieiericeieeieesesseesesseeee s saees $ 4,708 $ 9 $ 5807 $ (1,108) .
Accounts payable .. . 6,515 6,436 180 (101) 0
Accrued EXPenses .......c.covvveveeririeeniereneenienenes . 3,548 3,273 288 (13)
Accrued wages, salaries and employee benefits 2,438 2,396 42 —
Customer adVances.........ccooeveevveeereeeeeeeneeennns . 1,697 1,697 — —
Dividends payable . 424 424 — —
Other current liabilities.................. . 1,754 1,361 402 )
Long-term debt due within one year . 6,793 510 6,283 —
Total current Habilities..........cvevvierieieriereeeecie ettt ettt ev et 27,877 16,106 13,002 (1,231)
Long-term debt due after 0ne year ..........cccovueevereueeninccnnieicneccenecenenes 27,784 9,525 18,291 (32) ’
Liability for postemployment benefits . 8,963 8,963 — —
Other liabilities ........cccoveveererreenenne. . 3,231 2,768 1,128 (665)
Total liabilities 67,855 37,362 32,421 (1,928)
Commitments and contingencies
Stockholders’ equity s
COMMON SEOCK....e.viuvevieiiienietieteiet ettt ettt ettt es et eae s e ese b eseesesens 5,016 5,016 911 911)
TTEASUTY SEOCK ...ttt (15,726) (15,726) — —
Profit employed in the DUSINESS. .......ccoveveiririeiiirieieeeeeee e 33,887 33,887 3,756 (3,756) s
Accumulated other comprehensive income (10SS)........c.cccveeveueererccrnercnenenes (6,431) (6,431) (311) 311
NoNCONIOIING INLETESES ......vveeenieiiteieiieieeeeiet ettt saeneene 80 80 132 (132)
Total stockholders’ equUity................coccoveiiiiieieiiiieieecceeeeeeee e 16,826 16,826 4,488 (4,488)
Total liabilities and stockholders’ equity... $ 84,681 § 54,188 § 36,909 § (6,416)

© w9 w s

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
Elimination of receivables between Machinery, Energy & Transportation and Financial Products.
Reclassification of Machinery, Energy & Transportation's trade receivables purchased by Financial Products and Financial Products’ wholesale inventory

receivables.

Elimination of Machinery, Energy & Transportation's insurance premiums that are prepaid to Financial Products.
Elimination of Financial Products’ equity which is accounted for by Machinery, Energy & Transportation on the equity basis.

Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.

Elimination of debt between Machinery, Energy & Transportation and Financial Products.
Elimination of payables between Machinery, Energy & Transportation and Financial Products.
Elimination of prepaid insurance in Financial Products’ accrued expenses.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Six Months Ended June 30, 2015

(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Cash flow from operating activities: 5
Profit of consolidated and affiliated companies ...........cccocoevrniririnininnenine. $ 1,825 § 1,823  § 287 $ (285)
Adjustments for non-cash items:
Depreciation and amOrtiZation ............coecveererieeereneneeerieneeeeeseneeeeeenns 1,514 1,070 444 -,
— (35) — 35,
120 70 (65) 115
Changes in assets and liabilities, net of acquisitions and divestitures: s
Receivables - trade and Other ............ccocveveiiiivicieiieecceceee s 383 377 (53) 59 .
TNVENEOTIES .euvevvevietiieeietieietee ettt eee ettt ese et b et sessesse e sesseeenaesenne 332 337 — %) .
AccoUnts PAYAbIE .......c.ccoriiuiiiieieiieece e (326) (362) 24 12
ACCTUCA EXPEINSES ...ttt ettt ettt ettt erenee (71) (75) 4 —
Accrued wages, salaries and employee benefits ...........ccccoveeceneecnnne (801) (788) (13) —
CUSLOMET AAVANCES......veveneeieeieieneeneeeereeieetesteseeseetesteeene st seeseesesseneenessenne 98 98 — -,
Other @SSELS — NEL......c.eeuiiuirieiieiirieiee ettt 85 6 48 31 .
Other lHabilities — NEt........cceevieiieiieieeieeeeieseeeer ettt 199 159 71 31)
Net cash provided by (used for) operating activities...........cccovueererreveereereuennns 3,358 2,680 747 (69)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others..........c.c.ccuene. (656) (651) 5) — .,
Expenditures for equipment leased to Others ...........cccvvevverieirenieeeenieeecen (815) (108) (726) 19,
Proceeds from disposals of leased assets and property, plant and equipment 367 33 338 4) s
Additions to finance receivables 4,577) (6,171) 1,594 s
Collections of finance receivables..........ccvvrerieirerieririnieieere e 4,477 5,965 (1,488) s
Net intercompany purchased receivables ..........coooveerererieineneieeneneeeee — — 295 (295)
Proceeds from sale of finance receivables .........c.ccecevveerenreccnnecrnciccene 74 74 —
Net intercompany DOITOWINGS ........ccuerveveerrerieirrerieieresteseeeesesseeesesseseeeesenns — (35) 1 34
Investments and acquisitions (net of cash acquired).........cccecevereenenercnenne. (63) (63) — —
Proceeds from sale of businesses and investments (net of cash sold)............ 168 175 — 7
Proceeds from sale Of SECUTILIES .......c.coveveueiriereirinieiiireccecceeecee e 128 6 122 —
INVEStMENLS 1N SECULTLIES ....vveuvenieiiriiieiietcrie ettt (119) ) (110) —
Other — net (75) (29) (46) —
Net cash provided by (used for) investing aCtivities ...........ccecvrervereeereriereenenns (1,091) (681) (263) (147)
Cash flow from financing activities: ;
Dividends Paid........covieiririririri s (846) (846) (250) 250
Distribution to noncontrolling interests 7) 7 — —
Common stock issued, including treasury shares reissued...........cccccevveueuenene 33 33 — —
Treasury shares purchased...........coeeireeueinireeninineeee e (525) (525) — —
Excess tax benefit from stock-based compensation...........c.ecccevrveveeneuccnene 18 18 — —
Net intercompany DOITOWINES ........cc.eueerieueueiriereirieieieireeieeeeeee s — (1) 35 (34)
Proceeds from debt issued (original maturities greater than three months) ... 3,691 3 3,688 —
Payments on debt (original maturities greater than three months)................. (6,089) (509) (5,580) —
Short-term borrowings — net (original maturities three months or less) ........ 1,972 6 1,966 —
Net cash provided by (used for) financing activities.........ccceceeereeueenne (1,753) (1,828) (141) 216
Effect of exchange rate changes on cash (34) (22) (12) —
Increase (decrease) in cash and short-term investments 480 149 331 —
Cash and short-term investments at beginning of period.. . 7,341 6,317 1,024 —
Cash and short-term investments at end of period ...........ccccceeueuereeireiernennns $ 7,821 $ 6,466 $ 1,355  § —

Elimination of Financial Products’ profit after tax due to equity method of accounting.
Elimination of non-cash adjustment for the undistributed earnings from Financial Products.

® w9 o AW N =

Elimination of dividend from Financial Products to Machinery, Energy & Transportation.

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
Reclassification of Financial Products' cash flow activity from investing to operating for receivables that arose from the sale of inventory.
Elimination of net proceeds and payments to/from Machinery, Energy & Transportation and Financial Products.

Elimination of proceeds received from Financial Products related to Machinery, Energy & Transportation’s sale of businesses and investments.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Six Months Ended June 30, 2014
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Cash flow from operating activities: 5
Profit of consolidated and affiliated COMPANIES..........evrrrvevririerierriieiririeennns $ 1,927 §$ 1,922 § 342§ (337)
Adjustments for non-cash items:
Depreciation and amortiZation.............ceeeveererienieenenieineneeeeeseeseeesenens 1,570 1,122 448 -,
— 87 — 87,
240 199 (60) 101
Changes in assets and liabilities, net of acquisitions and divestitures: a5
Receivables - trade and Other...........ccevvvevieeiiinicieeeeeee e 251 707 35 (491) .
TNVEIEOTIES. ...ttt sttt e st nene (439) (431) — ®) .
Accounts payable 438 431 (69) 76
Accrued eXpenses..........coveveereeeeerenrenceneenenes 7 81 (74) —
Accrued wages, salaries and employee benefits 283 286 3) —
Customer advances (14) (14) — — .
Other assets —net... (105) (40) (15) (50) .
Other liabilities — net........c.cccocovveerccenne. (24) (234) 159 51
Net cash provided by (used for) operating activities ..........ccoeeuerererecrererenenenes 4,134 3,942 763 (571)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others.............cccc.c....... (710) (707) 3) — .,
Expenditures for equipment leased to Others..........ccceoeveeenreeininccniceeee (825) (31) (828) 34,
Proceeds from disposals of leased assets and property, plant and equipment.. 442 48 398 4) ss
Additions to finance receivables...........ccccveueiririeiriniiciicr e (5,760) — (7,223) 1,463 5'
Collections of finance receivables ...........c.cceevveievveerieieceeeeeeeee e 4,719 — 5,994 (1,275) s
Net intercompany purchased receivables..........cocoveernieennecrinniecninecrennes — — (109) 109
Proceeds from sale of finance receivables............cccovcecirrcinneiineciene 104 — 107 3) P
Net intercompany DOITOWINGS. ......c.coveieeruirieirienieieienenieeee ettt — — 1 (1)
Investments and acquisitions (net of cash acquired)..........cccoeveeeenerccnenuccnnnn. (15) (15) — —
Proceeds from sale of businesses and investments (net of cash sold) .............. 139 142 — 3)
Proceeds from sale Of SECUITHIES.........c.covviiuiuiiiiiiiiicicicc 222 12 210 —
INVEStMENLS 1N SECULTHIES ...vvvverierietiteieieieieie ettt ese b eens (673) (417) (256) —
ONET — ML ..ttt sttt sae st nene (25) 28 (53) —
Net cash provided by (used for) investing activities.........ccccoveveuerereeeereneenenenes (2,382) (940) (1,762) 320

Cash flow from financing activities:

Dividends Paid ........ooeeeviriririririrree e (757) (757) (250) 250 !
Distribution to noncontrolling interests ......... (@) 7 — —
Contribution from noncontrolling interests .......... 2 2 — —
Common stock issued, including treasury shares reissued 194 194 — —
Treasury shares purchased.........c.ccceeveeinencnneneneene. (1,738) (1,738) — —
Excess tax benefit from stock-based compensation. 131 131 — —
Net intercompany DOITOWINES........c.c.cevrueueriereueerierereririereeseeereseeeeeesnenens — (1) — 1
Proceeds from debt issued (original maturities greater than three months)...... 6,951 1,990 4,961 —
Payments on debt (original maturities greater than three months) ............ (6,344) (770) (5,574) —
Short-term borrowings — net (original maturities three months or less) 1,749 9 1,740 —
Net cash provided by (used for) financing activities ...........cceeeerenene. 181 (947) 877 251
Effect of exchange rate changes on cash ................. (87) (37) (50) —
Increase (decrease) in cash and short-term investments. 1,846 2,018 (172) —
Cash and short-term investments at beginning of period...........ccccoeeirrueenennnns 6,081 4,597 1,484 —
Cash and short-term investments at end of period...........cccoeeevieiniininiinincnenenenns $ 7927 $ 6,615 $ 1,312 § —

Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Elimination of Financial Products' profit after tax due to equity method of accounting.

Elimination of non-cash adjustment for the undistributed earnings from Financial Products.

Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.

Reclassification of Financial Products' cash flow activity from investing to operating for receivables that arose from the sale of inventory.

Elimination of net proceeds and payments to/from Machinery, Energy & Transportation and Financial Products.

Elimination of dividend from Financial Products to Machinery, Energy & Transportation.

Elimination of proceeds received from Financial Products related to Machinery, Energy & Transportation's sale of portions of the Bucyrus distribution business to Cat dealers.

® w9 o AW N =
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Forward-looking Statements

Certain statements in this Form 10-Q relate to future events and expectations and are forward-looking statements within the meaning
of the Private Securities Litigation Reform Act of 1995. Words such as “believe,” “estimate,” “will be,” “will,” “would,” “expect,”
“anticipate,” “plan,” “project,” “intend,” “could,” “should” or other similar words or expressions often identify forward-looking
statements. All statements other than statements of historical fact are forward-looking statements, including, without limitation,
statements regarding our outlook, projections, forecasts or trend descriptions. These statements do not guarantee future performance,
and we do not undertake to update our forward-looking statements.

99 ¢¢

EEINT3

Caterpillar’s actual results may differ materially from those described or implied in our forward-looking statements based on a
number of factors, including, but not limited to: (i) global and regional economic conditions and economic conditions in the
industries we serve; (ii) government monetary or fiscal policies and infrastructure spending; (iii) commodity price changes,
component price increases, fluctuations in demand for our products or significant shortages of component products; (iv) disruptions
or volatility in global financial markets limiting our sources of liquidity or the liquidity of our customers, dealers and suppliers;
(v) political and economic risks, commercial instability and events beyond our control in the countries in which we operate; (vi)
failure to maintain our credit ratings and potential resulting increases to our cost of borrowing and adverse effects on our cost of
funds, liquidity, competitive position and access to capital markets; (vii) our Financial Products segment’s risks associated with
the financial services industry; (viii) changes in interest rates or market liquidity conditions; (ix) an increase in delinquencies,
repossessions or net losses of Cat Financial’s customers; (x) new regulations or changes in financial services regulations; (xi) a
failure to realize, or a delay in realizing, all of the anticipated benefits of our acquisitions, joint ventures or divestitures; (xii)
international trade policies and their impact on demand for our products and our competitive position; (xiii) our ability to develop,
produce and market quality products that meet our customers’ needs; (xiv) the impact of the highly competitive environment in
which we operate on our sales and pricing; (xv) failure to realize all of the anticipated benefits from initiatives to increase our
productivity, efficiency and cash flow and to reduce costs; (xvi) additional restructuring costs or a failure to realize anticipated
savings or benefits from past or future cost reduction actions; (xvii) inventory management decisions and sourcing practices of
our dealers and our OEM customers; (xviii) compliance with environmental laws and regulations; (xix) alleged or actual violations
of trade or anti-corruption laws and regulations; (xx) additional tax expense or exposure; (xxi) currency fluctuations; (xxii) our or
Cat Financial’s compliance with financial covenants; (xxiii) increased pension plan funding obligations; (xxiv) union disputes or
other employee relations issues; (xxv) significant legal proceedings, claims, lawsuits or government investigations; (xxvi) changes
in accounting standards; (xxvii) failure or breach of IT security; (xxviii) adverse effects of unexpected events including natural
disasters; and (xxix) other factors described in more detail under “Item 1A. Risk Factors” in our Form 10-K filed with the SEC
on February 17, 2015 for the year ended December 31, 2014.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The information required by this Item is incorporated by reference from Note 4 — “Derivative financial instruments and risk
management” included in Part I, [tem 1 and Management’s Discussion and Analysis included in Part I, Item 2 of this Form 10-Q.

Item 4. Controls and Procedures

Evaluation of disclosure controls and procedures

An evaluation was performed under the supervision and with the participation of the company’s management, including the Chief
Executive Officer (CEO) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the company’s
disclosure controls and procedures, as that term is defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended,
as of the end of the period covered by this quarterly report. Based on that evaluation, the CEO and CFO concluded that the
company’s disclosure controls and procedures are effective as of the end of the period covered by this quarterly report.

Changes in internal control over financial reporting

During the second quarter of 2015, there has been no change in the company's internal control over financial reporting that has
materially affected, or is reasonably likely to materially affect, the company’s internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

The information required by this Item is incorporated by reference from Note 13 — "Environmental and legal matters" included in
Part I, Item 1 of this Form 10-Q.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities

Approximate Dollar
Value of Shares that
Total Number Total Number may yet be Purchased
of Shares Average Price of Shares Purchased under the Program
Period Purchased Paid per Share Under the Program (in billions) '
APl 1-30, 2015 ceiiiiiiiiieeeeeeeeeeene 230,265 § 86.86 230,265 § 7.080
May 1-31, 2015 oo 1,197,846 $ 87.65 1,197,846 $ 6.975
June 1-30, 2015 ..o — 3 — — 3 6.975
Total.....ccooiiiiiiii 1,428,111 $ 87.52 1,428,111

' InJanuary 2014, the Board of Directors authorized the repurchase of $10.0 billion of Caterpillar common stock, which will expire on December
31,2018 (the 2014 Authorization). As of June 30, 2015, approximately $7.0 billion remained available under the 2014 Authorization.

Share repurchases in the table above are reported based on trade dates.

Other Purchases of Equity Securities

Approximate Dollar
Total Number Total Number Value of Shares that
of Shares Average Price of Shares Purchased may yet be Purchased
Period Purchased ' Paid per Share Under the Program under the Program
APril 1-30, 2015 ceeiiiiieeeeeeeeeeeee e 2,073 $ 86.18 N/A N/A
May 1-31, 2015 .o 18,345 $ 87.46 N/A N/A
June 1-30, 2015 o — § — N/A N/A

Total.....cc.ccoviiiiiiiicc e 20,418 § 87.33

! Represents shares delivered back to issuer for the payment of taxes resulting from the vesting of restricted stock units for employees and
Directors.

Non-U.S. Employee Stock Purchase Plans

We have 28 employee stock purchase plans (the "EIP Plans") that are administered outside the United States for our non-U.S.
employees. As of June 30, 2015, the EIP Plans had approximately 13,500 active participants in the aggregate. During the second
quarter of 2015, approximately 377,000 shares of Caterpillar common stock were purchased by the EIP Plans pursuant to the
terms of such plans.
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Item 6. Exhibits

11

31.1

31.2

32

101.INS

101.SCH
101.CAL
101.DEF
101.LAB

101.PRE

Computations of Earnings per Share (included in Note 11 of this Form 10-Q filed for the quarter ended June 30,
2015).

Certification of Douglas R. Oberhelman, Chairman and Chief Executive Officer of Caterpillar Inc., as required
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Bradley M. Halverson, Group President and Chief Financial Officer of Caterpillar Inc., as required
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Douglas R. Oberhelman, Chairman and Chief Executive Officer of Caterpillar Inc. and Bradley
M. Halverson, Group President and Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906
of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES

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

July 31, 2015

July 31, 2015

July 31, 2015

July 31, 2015

CATERPILLAR INC.

/s/Douglas R. Oberhelman

(Douglas R. Oberhelman)

/s/Bradley M. Halverson

(Bradley M. Halverson)

/s/James B. Buda

(James B. Buda)

/s/Jananne A. Copeland

(Jananne A. Copeland)
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Group President and Chief Financial Officer

Executive Vice President, Law and Public Policy

Chief Accounting Officer
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EXHIBIT INDEX
Exhibit
No. Description
11 Computations of Earnings per Share (included in Note 11 of this Form 10-Q filed for the quarter ended June 30,
2015).
31.1 Certification of Douglas R. Oberhelman, Chairman and Chief Executive Officer of Caterpillar Inc., as required

pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Bradley M. Halverson, Group President and Chief Financial Officer of Caterpillar Inc., as
required pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32 Certification of Douglas R. Oberhelman, Chairman and Chief Executive Officer of Caterpillar Inc. and Bradley
M. Halverson, Group President and Chief Financial Officer of Caterpillar Inc., as required pursuant to Section

906 of the Sarbanes-Oxley Act of 2002.

101.INS  XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
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EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, Douglas R. Oberhelman, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

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

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,

designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent function):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Chairman of the Board and Chief

July 31, 2015 Douglas R. Oberhelman Executive Officer

(Douglas R. Oberhelman)




EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, Bradley M. Halverson, certify that:

1.

2.

I have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

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

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

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared,

designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent function):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Group President and
July 31, 2015 Bradley M. Halverson Chief Financial Officer

(Bradley M. Halverson)




EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Caterpillar Inc. (the “Company”) on Form 10-Q for the period ending June 30, 2015
as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certify
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of
our knowledge:

(1
2

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

The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Chai f the Board and Chief
July 31, 2015 Douglas R. Oberhelman Exgér&gig (()) fﬁceer Oard and Lhie

(Douglas R. Oberhelman)

Group President and
July 31, 2015 Bradley M. Halverson Chief Financial Officer

(Bradley M. Halverson)

A signed original of this written statement required by Section 906 has been provided to Caterpillar Inc. and will be retained by
Caterpillar Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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