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Part 1. 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,
2010 2009

Sales and revenues:

Sales of Machinery and ENQINES .......cccovveirierieieneise ettt e sse e ens $9,723 $7,254

Revenues of FINaNCIal PrOQUCES .........oovoiriiiiieiiesee e st 686 721

TOtal SAIES ANU FEVENUES ......cvviriiteii ittt 10,409 7,975
Operating costs:

(@01 0] lf o o To o 53T ] o OSSR 7,372 5,752

Selling, general and adminiStratiVe BXPENSES. .......civierrrereriee ettt s ee e 1,059 914

Research and deVelopmMENt BXPENSES. .......couriiirieririeirieie ettt ettt eb bbb sbe e 450 351

Interest expense of FINANCIal ProUCES ...........ocviiiciiiicc st renea 234 272

Other operating (INCOME) EXPENSES ......cvivereierieesiereeesteseetestesestesserestessstesseresaesesteseesessesessessesessensns 317 339

TOLAl OPEIALING COSES .....veeeiirteiesie ettt ettt e et e bt bt be e bt sb et e be e e ne b eneebenbenea 9,432 7,628
Operating Profit (I0SS) ... civiiiiiii ettt e e seene st e e e sesaenesreeerenrenens 977 347

Interest expense excluding Financial ProdUCES ............cccviciiiiicienie s 81 109

Other INCOME (EXPENSE) ...euveveeereereietesteesteseeestesesteseesesteseesessessssesesesteseasessesesaeseeseseesesseseeseseesesseneans 50 163
Consolidated profit (108S) DEfOre TAXES ......ciuiriiiriiiiiecee e 946 401

Provision (benefit) fOr INCOME TAXES .......cciiriiiiririei e 209 40

Profit (loss) of consolidated COMPANIES .......cccerveiieireeeres e 737 361

Equity in profit (loss) of unconsolidated affiliated COmMPaNIEs.........ccccveveeiiricincicese e 4) (1)
Profit (loss) of consolidated and affiliated COMPANIES ........ccoevviirciiiiece e 733 360
Less: Profit (loss) attributable to NONCONtrolling INTErEStS........cvcvrieiiice e e 26 (11)
PPOFIE (10SS) 1 1..vooeeceeceeceee et $707 $371
Profit (I0SS) PEF COMMON SNAKE ......c.cviiiiiieieieectete ettt ettt ettt ettt b et e e $1.12 $0.61
Profit (10ss) per common Share — dilUtEd 2...........co..ovveerveereeeesesecsesseee e ss e $1.09 $0.60
Weighted-average common shares outstanding (millions)

= - T [ RSOSSN 629.8 611.8

B 1 0] OO 647.0 619.8
Cash dividends declared per common SHAre ...........ccccceviieicieee e $0.86 $0.84

1
2

Profit (loss) attributable to common stockholders.

See accompanying notes to Consolidated Financial Statements.

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




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

Six Months Ended

June 30,
2010 2009

Sales and revenues:

Sales of Machinery and ENQINES .......ccccviveiieieieseiesie ettt st se e sr s rene e $17,274 $15,764

Revenues of FINANCIAI PrOGUCES ..ot 1,373 1,436

TOtal SAIES ANU FEVENUES ......eveviriiieii ettt b bbbt bt 18,647 17,200
Operating costs:

(@013 0] o o To o ST STo ] o SR 13,266 12,779

Selling, general and adminiStratiVe EXPENSES. ... 1,991 1,796

Research and deVelOPMENT EXPENSES.......c.ciriiieeririeteireetee ettt 852 739

Interest expense of FINanCial PrOQUCES ..........cooiiiicic e 467 551

Other operating (INCOME) EXPENSES ......cuvrteerieriererte et seereste et saeeebestesesbeseebesbe e beseeseseesesbeseenesseens 586 1,163

TOtAl OPEIALING COSES ...ttt bbbttt 17,162 17,028
Operating Profit (I0SS) ...t e e e e re st e e ebe e ene st e s erenreneas 1,485 172

Interest expense excluding Financial ProdUCTES ..ot 183 210

Other INCOME (EXPENSE) ....uevieeuerteseetestesesteseeieste e e see et se bt seeaeebe b ebe b e s e et e s bes e s beseebeseesesbeseesesbenesbeneane 113 227
Consolidated profit (105S) DEfOre tAXES .....cuivvveirieiiiicires e saenea 1,415 189

Provision (benefit) fOr INCOME tAXES ......cceiviiiiriciices e e srens 440 (40)

Profit (loss) of consolidated COMPANIES ........c.cevveiieiiiieie e 975 229

Equity in profit (loss) of unconsolidated affiliated COMPANIES........cccviveerivieeiirisee e 6 —
Profit (loss) of consolidated and affiliated COMPANIES ........ccccoveireiiriicec e 969 229
Less: Profit (loss) attributable to NONcoNtrolling INTErEStS........ccvciveiiiicierec e e 29 (30)
o 11 ([T OO $940 $259
Profit (10SS) PEr COMMON SNAIE ......c.cviiieiiireieiei ettt bbbt bbbt bes $1.50 $0.43
Profit (10ss) per common Share — dilULEd 2............coo.ovverveieeeeeeieeiss s $1.46 $0.42
Weighted-average common shares outstanding (millions)

=T 1 oSO ST USROS 628.1 607.6

“DIIUTEA 2 1. 645.2 614.0
Cash dividends declared per cCoOmMmON SNATE ..........oieiriiiii s $0.86 $0.84

1
2

Profit (loss) attributable to common stockholders.

See accompanying notes to Consolidated Financial Statements.

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




Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Dollars in millions)

Assets
Current assets:
Cash and ShOrt-term INVESEMENTS ..........oiiiiie ettt be e b e
Receivables — trade and other ......................
Receivables — finance ..........ccccovevvveiienan
Deferred and refundable income taxes............
Prepaid expenses and other current assets
INVENEOTIES ..
Total current assets
Property, plant and eQUIPMENT — NET.........ciiiiiiiiieieie ettt e e teeresbesneseanea
Long-term receivables — trade and ONET ............coiiiiiiieic et
Long-term receivables — finance ..........ccocceevrieneiennne
Investments in unconsolidated affiliated companies....
Noncurrent deferred and refundable income taxes....
Intangible asSetS........covvvveiiieiieic e
(€070l 11771 | OSSR
ORI @SSELS ...ttt ettt b bbbtk b et bbb e bR bR bbb e bbb bbb

0L 7= U TS £ ST OSSO PR U R OPRO

Liabilities
Current liabilities:
Short-term borrowings:
MaChINErY AN ENGINES .....c.veiiieieiiieie ettt sttt te bt se b e etesaeneene e
Financial Products
Accounts payable.............
ACCIUE EXPENSES ...vovvevveriereivesie et
Accrued wages, salaries and employee benefits
CUSEOMET BUVANCES ...tttk etttk bbb bt bbbttt bbbttt b bt
Dividends payable ...........
Other current liabilities
Long-term debt due within one year:
MaChINErY AN ENGINES ... .c.ooiiiiiieie ettt sttt b et esbe e e e st e neebesbeebeneene e
Financial Products
Total CUMTENT HIADTITIES ...t bbbttt
Long-term debt due after one year:
Machinery and ENgines ..........coccceeevrveirnnn
Financial Products ..........cccoeorenciencieenne.
Liability for postemployment benefits
OFNEE TTADTIITIES. ...t bbbttt b ettt ettt b e e e
TOLAL HADIIITIES ...ttt b e b e b et e et e n et e e b e e b e se et e e et eneeneebeseeneea
Commitments and contingencies (Notes 10 and 12)
Redeemable NONCONTIOIING INTEFEST.........cviiiie ettt ee e ean
Stockholders’ equity
Common stock of $1.00 par value:
Authorized shares: 900,000,000
Issued shares: (6/30/10 and 12/31/09 — 814,894,624) at paid-in @MOUNt...........cccocervrierneieneeneeiee
Treasury stock (6/30/10 — 184,422,215 shares; 12/31/09 — 190,171,905 shares) at cost
Profit employed in the DUSINESS ..o
Accumulated other comprehensive income (loss)
Noncontrolling interests

Total SLOCKNOIARIS™ BOUILY ......ccuiiiiitiiteteeeee ettt bbbt b e bbbt ettt ettt ne
Total liabilities, redeemable noncontrolling interest and stockholders’ equity .........cccceoveiineiiiiiicine,

See accompanying notes to Consolidated Financial Statements.

June 30, December 31,
2010 2009

$3,597 $4,867
6,348 5,611
8,086 8,301
1,041 1,216
965 862
7,339 6,360
27,376 27,217
11,763 12,386
1,150 971
11,585 12,279
154 105
2,464 2,714
485 465
2,292 2,269
1,524 1,632
$58,793 $60,038
$217 $433
3,430 3,650
3,975 2,993
3,083 3,351
1,182 797
1,404 1,217
277 262
936 888
434 302
4,846 5,399
19,784 19,292
4,828 5,652
15,398 16,195
6,977 7,420
2,102 2,179
49,089 50,738
432 477
3,636 3,439
(10,539) (10,646)
20,133 19,711
(4,045) (3,764)
87 83
9,272 8,823
$58,793 $60,038
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Caterpillar Inc.
Consolidated Statement of Changes in Stockholders’ Equity
(Unaudited)

(Dollars in millions)

Profit Accumulated
employed other
Common Treasury inthe  comprehensive Noncontrolling Comprehensive
stock stock business _income (loss) interests Total income (loss)
Six Months Ended June 30, 2009
Balance at December 31, 2008..........ccccveviniiiiriieeenese s $3,057 $(11,217)  $19,826 $(5,579) $103 $6,190
Profit (loss) of consolidated and affiliated companies. — — 259 — (30) 229 $229
Foreign currency translation, net of tax of $16.......... — — — 166 1 167 167
Pension and other postretirement benefits
Current year actuarial gain (loss), net of tax of $80%..........c...cccc.ervvnne. — — — 55 — 55 55
Amortization of actuarial (gain) loss, net of tax of $54...........c.cccceueunee — — — 95 2 97 97
Current year prior service cost, net of tax of $197* — — — 236 — 236 236
Amortization of prior service cost, net of tax of $1 — — — 2 — 2 2
Amortization of transition (asset) obligation, net of tax of $0.............. — — — 1 — 1 1
Derivative financial instruments
Gains (losses) deferred, net of tax of $57 .......ccccovvvviciciinine — — — 92 — 92 92
(Gains) losses reclassified to earnings, net of tax of $12 ...........c.cc.c.... — — — (15) — (15) (15)
Retained interests
Gains (losses) deferred, net of tax of $12%...........coovvervverveerioesriesriann, — — — (22) — (22) (22)
(Gains) losses reclassified to earnings, net of tax of $10 .........c.c.ccce.e.. — — — 18 — 18 18
Available-for-sale securities
Gains (losses) deferred, net of tax of $14 .......ccoevviriviciccinie, — — — 26 — 26 26
(Gains) losses reclassified to earnings, net of tax of $10 .........c.c.cce.... — — — 19 — 19 19
Change in ownership for noncontrolling interest...........c.coccoevvnrccicnenne — — — — (6) (6) —
Dividends declared ...........cccvviiiiciciiiecce s — — (513) — — (513) —
Common shares issued from treasury stock for stock-
based compensation: 1,286,806...........ccccorrueerininnneeeneeseeee e (6) 37 — — — 31 —
Common shares issued from treasury stock for benefit
plans: 18,480,005° ...........cooorveeveereereieseeeseee s 224 435 — — — 659 —
Stock-based compensation expense ............c.c...... 74 — — — — 74 —
Excess tax benefits from stock-based compensation ) — — — — 2 —
Cat Japan share redemption”............co.ooveeuerseereinssseessessssessesssessesssenseenes — — 7 — 30 37 —
Balance at JUNE 30, 2009 ........o.ovveeeeeeeeeeeeeeeeeeeeeeeeese e eseseesee e e esaesseaens $3,347 $(10,745) $19,579 $(4,906) $100 $7,375 $905
Six Months Ended June 30, 2010
Balance at December 31, 2009.........cccceovviveeeeieeeeeesereeen $3,439 $(10,646)  $19,711 $(3,764) $83 $8,823
Adjustment to adopt consolidation of variable interest entities®............... — — (6) 3 — 3)
Balance at January 1, 2010 .......cccccerieureiennereineeneeneeeeee s $3,439 $(10,646)  $19,705 $(3,761) $83 $8,820
Profit (loss) of consolidated and affiliated companies. — — 940 — 29 969 $969
Foreign currency translation, net of tax of $153....... — —_ —_ (428) @) (435) (435)
Pension and other postretirement benefits
Amortization of actuarial (gain) loss, net of tax of $91............cccccevnne — — — 152 6 158 158
Amortization of prior service cost, net of tax of $6...........cccoevriirnnns — — — ()] — @) (@]
Amortization of transition (asset) obligation, net of tax of $0............... — — — 1 — 1 1
Derivative financial instruments
Gains (losses) deferred, net of tax of $29 ........ccccovvvriiicnisnnnes — — — (50) — (50) (50)
(Gains) losses reclassified to earnings, net of tax of $19 ...........c.c....... — — — 33 — 33 33
Auvailable-for-sale securities
Gains (losses) deferred, net of tax of $LL ......cccovvviririeiennreeee — — — 15 — 15 15
Change in ownership from noncontrolling interests ...........cccococveveieninenne 7 — — — (12) (29) —
Dividends declared ...........ccccovviriiieciciicree s — — (542) — — (542) —
Common shares issued from treasury stock for stock-based
COMPENSAtioN: 4,716,874 ........ceiiiirceee s 2) 86 — — — 84 —
Common shares issued from treasury stock for benefit plans: 1,032,816° 41 21 — — — 62 —
Stock-based cOmpensation EXPENSE .........ccovovrirereeeeiirinsieiee e 138 — — — — 138 —
Excess tax benefits from stock-based compensation ...........c.c.ccoeeevirininee 37 — — — — 37 —
Cat Japan share redemption®...........c..ccooooruorveceeceeeceeceeeee e — — 30 — (12) 18 —
$3,636 $(10,539)  $20,133 $(4,045) $87 $9,272 $684

Balance at June 30, 2010 ........ccoceviiieieieiereicece e
1

Changes in amounts due to plan re-measurements. See Note 9 for additional information.
Includes noncredit component of other-than-temporary impairment losses on securitized retained interest of ($10) million, net of tax of $5 million, for the six months ended June 30, 2009.

2

See Note 15 for additional information.

See Note 9 regarding shares issued for benefit plans.
See Note 16 regarding the Cat Japan share redemption.
See Note 15 for additional information.

3
4
5

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Cash Flow
(Unaudited)

(Millions of dollars)

Six Months Ended

June 30,
2010 2009
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated COMPANIES.........cviiiiiiirieeec e $969 $229
Adjustments for non-cash items:
Depreciation and amOITIZALION ..........coveiiiiiiiie et re bt sbe st e st rearenen 1,116 1,072
Other 176 59
Changes in assets and liabilities:
RECEIVADIES — trade AN0 OTNET .......vviiiiiii et e st e e st e e e s et b e e s sb e e e sebanesaans (1,096) 3,133
LY=L (0] (TSRS (1,020) 1,631
Accounts payable 1,151 (2,181)
Accrued expenses (92) (536)
QLU (o] Lo o AV g Lol OSSOSO 171 (338)
L@ 1 T= Tt Rl o 1= SO S S S RO SRR 288 168
Other 1iabilities — Net.........ocovveeeeeeeeeeeeeeeeeees 79 (434)
Net cash provided by (used for) operating activities 1,743 2,803

Cash flow from investing activities:
Capital expenditures — excluding equipment [eased t0 OthErS ..........ccoviiiiiiieicec s (484) (443)

Expenditures for equipment leased to others (372) (441)
Proceeds from disposals of property, plant and equipment 755 454
Additions t0 FfINANCE FECEIVADIES ....... .o ittt e ettt b e be b be e eneereane (4,017) (3,800)
Collections of finance receivables............ccccueeenn. 4,161 5,119
Proceeds from sale of finance receivables.................... 5 93
Investments and acquisitions (net of cash acquired)..... (170) —
Proceeds from sale of available-for-sale securities....... 90 170
Investments in available-fOr-Sale SECUTITIES.........iiiiiiiiciee sttt b e ere e (81) (251)
(] 11 T=] S 1L OO 6 (53)
Net cash provided by (used for) INVESTING CTIVITIES ..........ccvieiririieieesee e (107) 848
Cash flow from financing activities:
DIVIAENAS PAIA ...ttt bt h bbbt bt e s e bt bt e bt e bt b e b e b e b es b eb e eb e e bt st e b e e et ebeene e (527) (505)
Common stock issued, including treasury shares reissued 84 31
Excess tax benefit from stock-based compensation................ 39 2
Acquisitions 0f NONCONTIOIING INTEIESTS ........uiiiiti ettt sttt st ste e neste st ns (26) (6)
Proceeds from debt issued (original maturities greater than three months):
— IMACHINEIY NG ENQINES .....cviitiiiiiieiceect ettt b et eebe e te s b et et et e e eseabesbestesbereeneatesben 126 872
— FINANCIAT PrOGUCES ......cviiiiiieic ettt 4,125 8,157
Payments on debt (original maturities greater than three months):
— MACRINEIY ANA ENQINES ...ttt b e b ettt b e bbb e et ebeere s (889) (915)
— Financial Products (5,582) (6,655)
Short-term borrowings — net (original maturities three MONhS OF 18SS) .........c.ovveeeeeievrrieieeesiessssseseeseeee e, (136) (3,365)
Net cash provided by (used for) finaNCING ACHIVILIES........cccciviiiiiiviieiii e (2,786) (2,384)
Effect of exchange rate ChangeSs ON CASH .........cviiiiiiieieee sttt ees (120) (12)
Increase (decrease) in cash and Short-term INVESTMENTS .........ccoiiiiiieii e (1,270) 1,255
Cash and short-term investments at beginning of PEriod...........ccoeiiriirieiii s 4,867 2,736
Cash and short-term investments at eNd Of PEIIO ............o.evivieveieerieseeseeeeeeee st en s $3,597 $3,991

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.

Non-cash activities:
During 2010 and 2009, we contributed 1.0 and 18.4 million shares of company stock with a fair value of $62 and $659 million to our U.S. benefit
plans, respectively.

See accompanying notes to Consolidated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. 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, 2010 and 2009, (b) the consolidated financial position at June 30, 2010 and December 31, 2009, (c)
the consolidated changes in stockholders' equity for the six month periods ended June 30, 2010 and 2009, and (d) the
consolidated statement of cash flow for the six month periods ended June 30, 2010 and 2009. 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 (SEC). Certain amounts for prior periods
have been reclassified to conform to the current period financial statement presentation.

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, 2009 (2009 Form 10-K).

The December 31, 2009 financial position data included herein is derived from the audited consolidated financial statements
included in the 2009 Form 10-K but does not include all disclosures required by U.S. GAAP.

B. Nature of Operations
We operate in three principal lines of business:

Q) Machinery - A principal line of business which includes the design, manufacture, marketing and sales of
construction, mining and forestry machinery—track and wheel tractors, track and wheel loaders, pipelayers,
motor graders, wheel tractor-scrapers, track and wheel excavators, backhoe loaders, log skidders, log loaders,
off-highway trucks, articulated trucks, paving products, skid steer loaders, underground mining equipment,
tunnel boring equipment and related parts. Also includes logistics services for other companies and the design,
manufacture, remanufacture, maintenance and services of rail-related products.

2 Engines - A principal line of business including the design, manufacture, marketing and sales of engines for
Caterpillar machinery, electric power generation systems, locomotives, marine, petroleum, construction,
industrial, agricultural and other applications, and related parts. Also includes remanufacturing of Caterpillar
engines and a variety of Caterpillar machine and engine components and remanufacturing services for other
companies. Reciprocating engines meet power needs ranging from 10 to 21,800 horsepower (8 to over 16 000
kilowatts). Turbines range from 1,600 to 30,000 horsepower (1 200 to 22 000 kilowatts).

(3) Financial Products - A principal line of business consisting primarily of Caterpillar Financial Services
Corporation (Cat Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their respective
subsidiaries. Cat Financial provides a wide range of financing alternatives to customers and dealers for
Caterpillar machinery and engines, Solar gas turbines as well as other equipment and marine vessels. Cat
Financial also extends loans to customers and dealers. Cat Insurance provides various forms of insurance to
customers and dealers to help support the purchase and lease of our equipment.

Our Machinery and Engines operations are highly integrated. Throughout the Notes, Machinery and Engines represents the
aggregate total of these principal lines of business.

C. Accumulated Other Comprehensive Income (Loss)

Comprehensive income (loss) and its components are presented in Consolidated Statement of Changes in Stockholders’
Equity. Accumulated other comprehensive income (loss), net of tax, consisted of the following:



(Millions of dollars) June 30, 2010 June 30, 2009

Foreign CurrenCy tranSIation ...........ccouveeiieiiisiiiee ettt $175 $427
Pension and other postretirement DENEFILS .........c.ccooiiiiiiiii e (4,293) (5,460)
Derivative financial INSITUMENTS...........oeeiiiiiiii e 43 172
RETAINE INEEIESTS. ...t vitiiietieii ettt b et st e b b et e s et e te st et et es b e e eneerees — (11)
AVAIADIE-TOr-SAIE SECUITIES ...viviveiieicteitt ettt sttt st neere e 30 (34)
Total accumulated other comprehensive iNCOME (0SS .........ovuverereereeeereieissessssssessessesseeseesseneans $(4,045) $(4,906)

New Accounting Guidance

Fair value measurements - In September 2006, the Financial Accounting Standards Board (FASB) issued accounting
guidance on fair value measurements, which provides a common definition of fair value and a framework for measuring
assets and liabilities at fair values when a particular standard prescribes it. In addition, this guidance expands disclosures
about fair value measurements. In February 2008, the FASB issued additional guidance that (1) deferred the effective date of
the original guidance for one year for certain nonfinancial assets and nonfinancial liabilities and (2) removed certain leasing
transactions from the scope of the original guidance. We applied this guidance to financial assets and liabilities effective
January 1, 2008 and nonfinancial assets and liabilities effective January 1, 2009. The adoption of this guidance did not have a
material impact on our financial statements. See Note 17 for additional information.

In January 2010, the FASB issued new accounting guidance that requires the gross presentation of activity within the Level 3
fair value measurement roll forward and details of transfers in and out of Level 1 and 2 fair value measurements. It also
clarifies existing disclosure requirements regarding the level of disaggregation of fair value measurements and disclosures on
inputs. We adopted this new accounting guidance for the quarterly period ended March 31, 2010. The adoption of this
guidance did not have a material impact on our financial statements. See Note 17 for additional information.

Business combinations and noncontrolling interests in consolidated financial statements - In December 2007, the FASB
issued accounting guidance on business combinations and noncontrolling interests in consolidated financial statements. The
guidance on business combinations requires the acquiring entity in a business combination to recognize the assets acquired
and liabilities assumed. Further, it changes the accounting for acquired in-process research and development assets,
contingent consideration, partial acquisitions and transaction costs. Under the guidance on noncontrolling interests, all
entities are required to report noncontrolling (minority) interests in subsidiaries as equity in the consolidated financial
statements. In addition, transactions between an entity and noncontrolling interests are treated as equity transactions. We
adopted this new guidance on January 1, 2009. As required, the guidance on noncontrolling interests was adopted through
retrospective application. The adoption of this guidance did not have a material impact on our financial statements. See Note
19 for further details.

Disclosures about derivative instruments and hedging activities - In March 2008, the FASB issued accounting guidance
on disclosures about derivative instruments and hedging activities. This guidance expands disclosures for derivative
instruments by requiring entities to disclose the fair value of derivative instruments and their gains or losses in tabular
format. It also requires disclosure of information about credit risk-related contingent features in derivative agreements,
counterparty credit risk, and strategies and objectives for using derivative instruments. We adopted this new guidance on
January 1, 2009. The adoption of this guidance did not have a material impact on our financial statements. See Note 4 for
additional information.

Employers’ disclosures about postretirement benefit plan assets - In December 2008, the FASB issued accounting
guidance on employers’ disclosures about postretirement benefit plan assets. This guidance expands the disclosure set forth
in previous guidance by adding required disclosures about (1) how investment allocation decisions are made by management,
(2) major categories of plan assets, and (3) significant concentration of risk. Additionally, this guidance requires an employer
to disclose information about the valuation of plan assets similar to that required under the accounting guidance on fair value
measurements. We adopted this guidance for our financial statements for the annual period ended December 31, 2009. The
adoption of this guidance did not have a material impact on our financial statements.

Recognition and presentation of other-than-temporary impairments - In April 2009, the FASB issued accounting
guidance on the recognition and presentation of other-than-temporary impairments. This new guidance amends the existing
impairment guidance relating to certain debt securities and requires a company to assess the likelihood of selling the security
prior to recovering its cost basis. When a security meets the criteria for impairment, the impairment charges related to credit
losses would be recognized in earnings, while noncredit losses would be reflected in other comprehensive
income. Additionally, it requires a more detailed, risk-oriented breakdown of major security types and related information.



We adopted this guidance on April 1, 2009. The adoption of this guidance did not have a material impact on our financial
statements. See Note 8 for additional information.

Subsequent events - In May 2009, the FASB issued accounting guidance on subsequent events that establishes standards of
accounting for and disclosure of subsequent events. In addition, it requires disclosure of the date through which an entity has
evaluated subsequent events and the basis for that date. This new guidance was adopted for our financial statements for the
quarterly period ended June 30, 2009. The adoption of this guidance did not have a material impact on our financial
statements.

In February 2010, the FASB issued new accounting guidance that amends the May 2009 subsequent events guidance
described above to (1) eliminate the requirement for an SEC filer to disclose the date through which it has evaluated
subsequent events, (2) clarify the period through which conduit bond obligors must evaluate subsequent events, and (3) refine
the scope of the disclosure requirements for reissued financial statements. We adopted this new accounting guidance for our
financial statements for the quarterly period ended March 31, 2010. The adoption of this guidance did not have a material
impact on our financial statements.

Accounting for transfers of financial assets - In June 2009, the FASB issued accounting guidance on accounting for
transfers of financial assets. This guidance amends previous guidance and includes: the elimination of the qualifying special-
purpose entity (QSPE) concept; a new participating interest definition that must be met for transfers of portions of financial
assets to be eligible for sale accounting; clarifications and changes to the derecognition criteria for a transfer to be accounted
for as a sale; and a change to the amount of recognized gain or loss on a transfer of financial assets accounted for as a sale
when beneficial interests are received by the transferor. Additionally, the guidance requires extensive new disclosures
regarding an entity’s involvement in a transfer of financial assets. Finally, existing QSPEs (prior to the effective date of this
guidance) must be evaluated for consolidation by reporting entities in accordance with the applicable consolidation guidance
upon the elimination of this concept. We adopted this new guidance on January 1, 2010. The adoption of this guidance did
not have a material impact on our financial statements. See Note 15 for additional information.

Consolidation of variable interest entities - In June 2009, the FASB issued accounting guidance on the consolidation of
variable interest entities (VIESs). This new guidance revises previous guidance by eliminating the exemption for QSPEs, by
establishing a new approach for determining who should consolidate a VIE and by changing when it is necessary to reassess
who should consolidate a VIE. We adopted this new guidance on January 1, 2010. The adoption of this guidance resulted in
the consolidation of QSPEs related to Cat Financial’s asset-backed securitization program that were previously not recorded
on our consolidated financial statements. The adoption of this guidance did not have a material impact on our financial
statements. See Note 15 for additional information.

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-
settled stock appreciation rights (SARS), restricted stock units (RSUs) and stock options. We recognized pretax stock-based
compensation cost in the amount of $97 million and $138 million for the three and six months ended June 30, 2010,
respectively; and $41 million and $74 million for the three and six months ended June 30, 2009, respectively. Included in the
second quarter of 2010 pretax stock-based compensation cost was $17 million relating to the modification of awards resulting
from separations due to the streamlining of our corporate structure as announced in the second quarter.

The following table illustrates the type and fair value of the stock-based compensation awards granted during the six month
periods ended June 30, 2010 and 2009, respectively:

2010 2009
Fair Value Fair Value
#Granted Per Award # Granted Per Award
Y A 7,125,210 $22.31 6,260,647 $7.10
[ S N 1,711,771 53.35 2,185,674 20.22
SEOCK OPLIONS ...ttt sae s 431,271 22.31 562,580 7.10

The stock price on the date of grant was $57.85 and $22.17 for 2010 and 2009, respectively.
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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, 2010 and 2009, respectively:

Grant Year
2010 2009
Weighted-average dividend YIeld ............ooooiiiiiiiiie s 2.32% 3.07%
Weighted-average VOIALHLY ...........ccoiiiiiieiie b 36.4% 36.0%
Range of volatilities............c.cc.c...... 35.2-51.8% 35.8-61.0%
Range of risk-free interest rates...... 0.32-3.61% 0.17-2.99%
Weighted-average expected lives 7 years 8 years

As of June 30, 2010, the total remaining unrecognized compensation cost related to nonvested stock-based compensation
awards was $224 million, which will be amortized over the weighted-average remaining requisite service periods of
approximately 2.3 years.

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. In addition, the amount of Caterpillar stock that can be repurchased under our stock repurchase program
is impacted by movements in the price of the stock. Our Risk Management Policy (policy) allows for the use of derivative
financial instruments to prudently manage foreign currency exchange rate, interest rate, commodity price and Caterpillar
stock price exposures. Our policy specifies that derivatives are not to be used for speculative purposes. Derivatives that we
use are primarily foreign currency forward and option contracts, interest rate swaps, commodity forward and option contracts,
and stock repurchase 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, 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 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) 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 are
used in hedging transactions are highly effective in offsetting changes in fair values or cash flow of hedged 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.

Our Machinery and Engines 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
11



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, 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 and Engines
foreign currency contracts are undesignated, including any hedges designed to protect our competitive exposure. Periodically
we also designate as fair value hedges specific euro forward contracts used to hedge firm commitments.

As of June 30, 2010, $27 million of deferred net gains, net of tax, included in equity (Accumulated other comprehensive
income (loss) 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. Our policy allows the use
of foreign currency forward and option contracts to offset the risk of currency mismatch between our receivables and debt.
All such foreign currency forward and option 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 and, in some cases,
lower the cost of borrowed funds.

Machinery and Engines 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 with the intent to designate as fair value hedges at inception of the contract all fixed-to-floating interest
rate swaps. Designation as a hedge of the fair value of our fixed-rate debt is performed to support hedge accounting.

Financial Products operations have 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, 2010, $20 million of deferred net losses, net of tax, included in equity (Accumulated other comprehensive
income (loss) 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 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 and
Engines 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 underlying 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 commaodity risk and reduce the cost of purchased materials.
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Our Machinery and Engines operations purchase aluminum, copper, lead, nickel and rolled coil steel 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 also subject to price changes on 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 commaodities 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)
Asset (Liability) Fair Value

Statement of Financial Position Location June 30, 2010 December 31, 2009
Designated derivatives
Foreign exchange contracts

Machinery and Engines..........c......... Receivables — trade and Other ...........cccoceevvvviiccciniissccsins $50 $27
Machinery and Engines.. ... Long-term receivables — trade and other ... 38 125
Machinery and Engines.................... ACCIUEH EXPENSES. .....vvriiiiieci ittt (13) (22)
Machinery and Engines............c....... Other HabilitieS........ceviririeeeee s — 3)

Interest rate contracts
Machinery and Engines.................... Receivables — trade and other ..o, 1 1
Machinery and Engines............c....... ACCTUEA EXPENSES ... cvvvverererereresereissesseseressessssesesesessssesssessssnens (@) 1)
Financial Products Receivables — trade and other 24 18
Financial Products Long-term receivables — trade and other ............cccccovvvneinnee. 218 127
Financial Products...........ccccccveevinene ACCIUEA EXPENSES.....eveeveveieriretreetesesesseeseseseesessssesesesssssseseenens (35) (100)
$282 $172

Undesignated derivatives
Foreign exchange contracts
Machinery and Engines.................... Receivables — trade and Other ... $7 $—

Machinery and Engines.. ... Long-term receivables — trade and other ... 58 66
Machinery and Engines.................... ACCIUEH EXPENSES. .....vviiiriiiees ittt — —
Machinery and Engines.................... Other Habilities. .......c.cviireiceee e 1) 3)
Financial Products ... Receivables — trade and other .. 9 20
Financial Products ACCIUEH EXPENSES......vuvviiiieiticttiete et (5) (18)

Interest rate contracts
Machinery and Engines............c....... ACCIUE EXPENSES . ...cveeveveieierieisieieie st ettt bsesbe et nsbeseb e e — (@)
Financial Products....... ... Receivables — trade and other................ — 1
Financial Products... ... Long-term receivables — trade and other ... — 1
Financial Products..........cccccoveueune. ACCIUE EXPENSES. ...ttt ettt se et eens 2) (6)

Commodity contracts
Machinery and Engines.................... Receivables — trade and other ... 3 10
$69 $64

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

Fair Value Hedges
(Millions of dollars)
Three Months Ended June 30, 2010 _Six Months Ended June 30, 2010
Gains (Losses)  Gains (Losses)  Gains (Losses)  Gains (Losses)

Classification on Derivatives  on Borrowings on Derivatives _on Borrowings

Interest rate contracts
Machinery and Engines................. Other income (EXPENSE) ........cccveevrverennnne $(1) $1 $— $—
Financial Products ...........cccccccvne. Other income (EXPENSE) ........ccceeevrerrrunenes 88 (83) 141 (134)
$87 $(82) $141 $(134)

Three Months Ended June 30, 2009 _ Six Months Ended June 30, 2009
Gains (Losses)  Gains (Losses)  Gains (Losses) Gains (Losses)

Classification on Derivatives _on Borrowings  on Derivatives on Borrowings
Interest rate contracts
Financial Products ..............co.o...... Other income (EXPENSE).......cvvvverrvrernnns $(160) $155 $(220) $234
$(160) $155 $(220) $234
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Cash Flow Hedges
(Millions of dollars)

Foreign exchange contracts

Machinery and Engines..........

Interest rate contracts

Machinery and Engines..........
Financial Products .................

Foreign exchange contracts

Machinery and Engines .........

Interest rate contracts

Machinery and Engines..........
Financial Products..................

Foreign exchange contracts

Machinery and Engines...........

Interest rate contracts

Machinery and Engines...........
Financial Products ..................

Foreign exchange contracts

Machinery and Engines...........

Interest rate contracts

Machinery and Engines...........
Financial Products ..................

Three Months Ended June 30, 2010

Recognized in Earnings

Recognized Reclassified  Recognized in
in AOCI from AOCI Earnings
(Effective Classification of (Effective (Ineffective
Classification Portion) Gains (Losses) Portion) Portion)
AOCI $26 Other income (EXPENSE) ......coovevervrerrenas $(11) $(1)
AOCI — Other income (eXPense) .......c.ccoceeeeeenens Q) —
AOCI — Interest expense of Financial Products.. (15) !
$26 $(27) $(1)
Three Months Ended June 30, 2009
Recognized in Earnings
Recognized Reclassified  Recognized in
in AOCI from AOCI Earnings
(Effective Classification of (Effective (Ineffective
Classification Portion) Gains (Losses) Portion) Portion)
AOCI $138 Other income (EXPENSE) .......crvevrvrerennn. $63 $3
AOCI — Other income (EXPense) .......cccevvevrennns 1) —
AOCI (5) Interest expense of Financial Products.. (22) 4t
$133 $40 $7

Six Months Ended June 30, 2010

Recognized in Earnings

Recognized Reclassified  Recognized in
in AOCI from AOCI Earnings
(Effective Classification of (Effective (Ineffective
Classification Portion) Gains (Losses) Portion) Portion)
AOCI $(73) Other income (EXPENSE) .....ccorvvverererrennas $(19) $—
AOCI — Other income (eXPense) .......c.ccoceeeeeenns 1) —
AOCI (6) Interest expense of Financial Products.. (32) 1t
$(79) $(52) $1

Six Months Ended June 30, 2009

Recognized in Earnings

Recognized Reclassified  Recognized in
in AOCI from AOCI Earnings
(Effective Classification of (Effective (Ineffective
Classification Portion) Gains (Losses) Portion) Portion)
AOCI $196 Other income (EXPENSE) .........ccevevevear. $71 $(3)
AOCI (29) Other income (EXPENSE) .....ccvvervevecnnae. 2 —
AOCI (18) Interest expense of Financial Products.. (42) 5t
$149 $27 $2

! The classification of the ineffective portion recognized in earnings is included in Other income (expense).
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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 and ENgines.........cc.ccocovenerienan,
Financial Products.............cccccveeevninniecnin:
Interest rate contracts
Machinery and Engines...........cccoccoeverenncn,
Financial Products ...........c.ccovvevniinicnnnnn,
Commodity contracts
Machinery and ENgines..........cc.ccocevenereennn.

Three Months Ended

Classification of Gains (Losses) June 30, 2010

Six Months Ended
June 30, 2010

Other income (EXPeNSe) ........ccovveevrvae. $(4) $7
Other income (EXPENSE) ......covevvevvreennns 12) 11
Other income (EXPeNSe) .......cccceevereennen — 2)
Other income (EXPeNnSe) ........cccceervennee — 1
Other income (EXPENSE) ........ccovevererenee (7) (3)

$(23) $14

Three Months Ended

Six Months Ended

Classification of Gains (Losses) June 30, 2009 June 30, 2009

Foreign exchange contracts

Machinery and ENgines..........cc.ccocevereeennnn Other income (EXPense) .......cccccvereeneae. $4 $25
Financial Products ...........ccccooeniicinencennn Other income (EXPeNnse) .......cccccveeeeneane. (81) (66)

Interest rate contracts
Machinery and ENgines..........c.ccceeveenenenn Other income (EXPENSe) ........ccovrveverennen. — (2)
Financial Products...........ccocovevneveinienninnn Other income (EXPense).......cccccververeae. 4 1

Commodity contracts
Machinery and ENgines..........cc.ccocevereeennnn Other income (EXPense) .......cccccvereneee. 1 1
$(72) $(41)

Stock Repurchase Risk

Payments for stock repurchase derivatives are accounted for as a reduction in stockholders’ equity. In February 2007, the
Board of Directors authorized a $7.5 billion stock repurchase program, expiring on December 31, 2011. The amount of
Caterpillar stock that can be repurchased under the authorization is impacted by movements in the price of the stock. In
August 2007, the Board of Directors authorized the use of derivative contracts to reduce stock repurchase price
volatility. There were no stock repurchase derivatives outstanding for the three and six months ended June 30, 2010 or 2009.

Inventories

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

June 30, December 31,
(Millions of dollars) 2010 2009
RAW MALEITAIS ...ttt ettt ettt e et e e e et e st eea e e et e e saeesseeeseseeeeesaeesaseeateeeseesasesaneessseesreesreenes $2,232 $1,979
WVOTK-IN=PIOCESS ..ottt ete st e ettt te st et et es e se bt e beebesae s e s e seebeebe et e nbesbeseeseaseabeebesbebeseanentennens 976 656
FINISNEA GOOUS ......viviciicte ettt ettt bt e s e et e b e be st e b e st et e e beebesae b e e eneetesben 3,899 3,465
ST o] o] LT=T SO SRPRTO 232 260
TOAI TNVENTOTIES ...ttt ettt ettt e st et e st eeae s st eesatesateesaeseseeesaeesteesseeessnesateesaessseeas $7,339 $6,360

Inventory quantities were reduced during the six months ended June 30, 2009. This reduction resulted in a liquidation of
LIFO inventory layers carried at lower costs prevailing in prior years as compared with current costs. The effect of this
reduction of inventory that was not expected to be replaced by the end of 2009 decreased Cost of goods sold in the
Consolidated Results of Operations by approximately $110 million and increased Profit by approximately $85 million or
$0.14 per share for the three and six months ended June 30, 2009. There were no LIFO inventory liquidations during the
three and six months ended June 30, 2010.
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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,
2010 2009 2010 2009
$202 $144 $364 $267
154 110 274 201
$48 $34 $90 $66
$— $(10) $(2) $(8)
Financial Position of unconsolidated affiliated companies: June 30, December 31,
(Millions of dollars) 2010 2009
Assets:
CUITENE ASSEES ...vevvveveiereseeteteteeste e ste e eete e stese st e se st ese e e se e e besesaese b ese e eseseebesessese b ese e ebenssbeneseesensnnanin $379 $223
Property, plant and eQUIPMENT — NEL........c.oiviiiieiiiee e 197 219
OLNEE BSSELS ...ttt 18 5
594 447
Liabilities:
CUITENT TTADITTTIES ...ttt sttt b et st e e e b s bt s 219 250
Long-term debt due after one year 86 41
Other HADIHTIES .....c.evviveicicic b 27 17
332 308
B QUL ettt ettt R Rt R e b e R bRt Rt E e Re e be Aot e Rt eRe e R e e ReeRenReebeseeneeneaneas $262 $139
Caterpillar’s investments in unconsolidated affiliated companies:
(Millions of dollars)
Investments in equity Method COMPANIES.........ccviiieiiiieict e $119 $70
Plus: Investments in cost method companies....... 35 35
Total investments in unconsolidated affiliated companies $154 $105

Intangible Assets and Goodwill
A. Intangible assets

Intangible assets are comprised of the following:

June 30, 2010

Weighted Gross
Amortizable Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationShiPs .........coeeieieriinee s 17 $423 $(88) $335
INtElleCtUAl PrOPEITY ....c.viviieiiieite e e 9 234 (151) 83
ORI s 11 128 (61) 67
Total INtANGIDIE ASSELS. .......cvuveeirerereieee et 14 $785 $(300) $485

December 31, 2009

Weighted Gross
Amortizable Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationShiPs .......cccoeerirrieree e 18 $396 $(75) $321
Intellectual property 10 211 (143) 68
(@)1 T<1 (O TR 11 130 (54) 76
TOtal iNtANGIDIE BSSELS.........cveeveecveeeeeeeee et 15 $737 $(272) $465




During the second quarter of 2010, we acquired finite-lived intangible assets of $10 million due to the purchase of FCM Rail
Ltd. (FCM) and also acquired finite-lived intangible assets of $6 million from other acquisitions. During the first quarter of
2010, we acquired finite-lived intangible assets of $28 million due to the purchase of GE Transportation’s Inspection
Products business and also acquired finite-lived intangible assets of $12 million due to the purchase of JCS Company, Ltd.
(JCS). See Note 19 for details on these business combinations.

Amortization expense for the three and six months ended June 30, 2010 was $17 million and $32 million, respectively.
Amortization expense for the three and six months ended June 30, 2009 was $13 million and $31 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

2010 2011 2012 2013 2014 Thereafter
$66 $60 $55 $47 $45 $244
B. Goodwill

During the second quarter of 2010, we acquired net assets with related goodwill of $16 million as part of the purchase of
FCM. During the first quarter of 2010, we acquired net assets with related goodwill of $14 million as part of the purchase of
GE Transportation’s Inspection Products business and also acquired net assets with related goodwill of $8 million as part of
the purchase of JCS. See Note 19 for details on the acquisition of these assets.

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 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 greater 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 or disposed of during the three and six months ended June 30, 2010 or 2009.

The changes in the carrying amount of the goodwill by reportable segment for the six months ended June 30, 2010 were as
follows:

(Millions of dollars)

Balance at Business Other Balance at
December 31, 2009 combinations adjustments® June 30, 2010
Building Construction Products...........ccoeervrrieneenenecneeenns $4 $— $— $4
At JAPAN ..t 256 — (12) 244
COore COMPONENES .....oovieiriiieie ettt nee e — 8 — 8
EarthmMOVINg ....c.cooveiiiiiiee e 43 — — 43
Electric Power............... 203 — — 203
Excavation...........c........ 39 — — 39
Large Power Systems 569 — — 569
Marine & Petroleum POWET ........cccoovieeieiieie e 60 — — 60
IMINING -t 30 — — 30
AL ONEE 2.t 1,065 30 (3) 1,092
Consolidated Total.........ccoccvviiiiiiiiicie e $2,269 $38 $(15) $2,292

1 Other adjustments are comprised primarily of foreign currency translation.

2 Includes all other operating segments (See Note 14).
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Available-For-Sale Securities

We have investments in certain debt and equity securities, primarily at Cat Insurance, that have been classified as available-
for-sale and recorded at fair value based upon quoted market prices. These fair values 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 FIFO (first-in, first-out) method for debt instruments and the specific identification method for equity
securities. Realized gains and losses are included in Other income (expense) in the Consolidated Statement of Results of
Operations.

Effective April 1, 2009, we adopted the accounting and disclosure requirements regarding recognition and presentation of
other-than-temporary impairments. See Note 2 for additional information.

June 30, 2010 December 31, 2009
Unrealized Unrealized
Pretax Net Pretax Net
Cost Gains Fair Cost Gains Fair
(Millions of dollars) Basis (Losses) Value Basis (Losses) Value
Government debt
U.S. treasury Bonds..........ccoveereernenineienseneeesees $14 $— $14 $14 $— $14
Other U.S. and non-U.S. government bonds.................. 68 1 69 65 — 65
Corporate bonds
Corporate DONGS........ccecirereieieiercee e 463 29 492 455 20 475
Asset-backed SECUNITIES..........ccovveieiiiiiiciie 150 (3) 147 141 (7 134
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities. 262 18 280 295 13 308
Residential mortgage-backed securities.............c.cc.cee... 53 (6) 47 61 (10) 51
Commercial mortgage-backed securities..............c........ 168 2) 166 175 (13) 162
Equity securities
Large capitalization value............ccoccoovvenneincinien 86 6 92 76 13 89
Smaller company growth..........ccccoeevviiieniieicisese e 21 4 25 19 5 24
TOMAL o $1,285 $47 $1,332 $1,301 $21 $1,322

During the three months ended June 30, 2009, there were no charges for other-than-temporary declines in the market value of
securities. During the six months ended June 30, 2009, we recognized pretax charges for other-than-temporary declines in the
market values of equity securities in the Cat Insurance investment portfolios of $11 million. During the three and six months
ended June 30, 2010, charges for other-than-temporary declines in the market value of securities were $1 million. These
charges were accounted for as realized losses and were included in Other income (expense) in the Consolidated Statement of
Results of Operations. The cost basis of the impacted securities was adjusted to reflect these charges.
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Investments in an unrealized loss position that are not other-than-temporarily impaired:

June 30, 2010

Less than 12 months * 12 months or more * Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses
Government debt
U.S. treasury bonds..........cccoevevveivenenciciesece e $— $— $— $— $— $—
Other U.S. and non-U.S. government bonds................ 5 — 2 — 7 —
Corporate bonds
Corporate DONdS..........coeireieieieeee e 23 1 3 — 26 1
Asset-backed SECUMTIES. .....cceieiieieeiri e 4 — 44 6 48 6
Mortgage-backed debt securities
U.S. governmental agency
mortgage-backed SECUTtieS .......ccccovevevierveiiesieinn, 3 — — — 3 —
Residential mortgage-backed securities 1 — 37 7 38 7
Commercial mortgage-backed securities..................... — — 41 7 41 7
Equity securities
Large capitalization value.............ccccooeveierivieinnene. 29 3 13 4 42 7
Smaller company growth..........ccoeeeeveiernseinreienisenens 5 1 1 — 6 1
TOLAL ettt $70 $5 $141 $24 $211 $29
! Indicates length of time that individual securities have been in a continuous unrealized loss position.
Investments in an unrealized loss position that are not other-than-temporarily impaired:
December 31, 2009
Less than 12 months * 12 months or more ! Total
Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses
Government debt
U.S. treasury bonds.........cccoveiereeninennneense e $4 $— $— $— $4 $—
Other U.S. and non-U.S. government bonds............... 14 — 2 — 16 —
Corporate bonds
Corporate bBoNdS..........ccevveieieiiiiieeece e 25 — 10 1 35 1
Asset-backed securities 4 1 44 10 48 11
Mortgage-backed debt securities
U.S. governmental agency
mortgage-backed SeCUrities .........cccoeveriieneiiiennn — — 3 — 3 —
Residential mortgage-backed securities — — 49 10 49 10
Commercial mortgage-backed securities.................... 24 — 73 14 97 14
Equity securities
Large capitalization value.............ccoccoevininincnnnn 2 — 23 3 25 3
Smaller company growth..........ccceceoveeeireiensernnenas 1 — 2 — 3 —
LG T $74 $1 $206 $38 $280 $39

Indicates length of time that individual securities have been in a continuous unrealized loss position.

Government Debt. The unrealized losses on our investments in other U.S. and non-U.S. government bonds are the result of
changes in interest rates 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, 2010.

Corporate Bonds. The unrealized losses on our investments in corporate bonds and asset-backed securities relate primarily
to an increase in credit-related yield spreads, risk aversion and continued volatility in the financial markets since initial

19



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, 2010.

Mortgage-Backed Debt Securities. The unrealized losses on our investments in mortgage-backed securities relate primarily
to elevated housing delinquencies and default rates, credit-related yield spreads and continued risk aversion. Continued
weakness and lack of liquidity in the commercial sector continue to impact valuations. 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, 2010.

Equity Securities. Cat Insurance maintains a well-diversified equity portfolio consisting of two specific mandates: large
capitalization value stocks and smaller company growth stocks. Despite indications of an improving U.S. economy, equity
valuations continued to fluctuate as weak labor conditions continue to dampen the market’s recovery. In each case where
unrealized losses exist, the respective company's management is taking corrective action to increase shareholder value. We
do not consider these investments to be other-than-temporarily impaired as of June 30, 2010.

The fair value of the available-for-sale debt securities at June 30, 2010, 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.

(Millions of dollars) Fair Value

DUE 1N ONB YRAT OF 1855ttt b bt bbbt bt e b e s e R e e h e h e bt e e e s e e bt e bt e b e b e b et e e eb e et e ebenbe e enes $63
Due after one year throUgh FIVE YBAIS ... ..ottt e b et s et e b e b et e e eneebeebentesee e eneenas $420
Due after five Years troUGN TBN YEAIS ..o ettt ettt ettt e e b e e et e s e e b e ebe st et e e eneebeabesbeseeneaneenas $224
(DU L T (=AY LTSRS $508

Proceeds from sale of available-for-sale securities during the three and six months ended June 30, 2010 were $45 million and
$90 million, respectively. Proceeds from sale of available-for-sale securities during the three and six months ended June 30,
2009 were $83 million and $170 million, respectively. Gross gains of $1 million were included in current earnings for the
three and six months ended June 30, 2010. There were no gross losses for the three or six months ended June 30, 2010.
There were no gross gains or losses for the three months ended June 30, 2009. Gross gains of $1 million and gross losses of
$7 million were included in current earnings for the six months ended June 30, 2009.

Postretirement Benefits
A. Pension and postretirement benefit costs

As discussed in Note 18, during 2009 voluntary and involuntary separation programs impacted employees participating in
certain U.S. and non-U.S. pension and other postretirement benefit plans. Due to the significance of these events, certain
plans were re-measured as follows:

U.S. Separation Programs — Plan re-measurements as of January 31, 2009, March 31, 2009 and December 31, 2009
resulted in net curtailment losses of $127 million to pension and $55 million to other postretirement benefit plans. Early
retirement pension benefit costs of $6 million were also recognized.

Non-U.S. Separation Programs — Certain plans were re-measured as of March 31, 2009 and December 31, 2009,
resulting in pension settlement losses of $34 million, special termination benefits of $2 million to pension and
curtailment losses of $1 million to other postretirement benefit plans.

The $225 million of curtailment, settlement and special termination benefit expense for 2009 associated with certain pension
and other postretirement benefit plans was reported in Other operating (income) expense in the Consolidated Statement of
Results of Operations. This includes $201 million reported for the six months ended June 30, 2009. There was no
curtailment, settlement and special termination benefit expense for the three months ended June 30, 2009.

In March 2009, we amended our U.S. support and management other postretirement benefit plan. Beginning in 2010, certain
retirees age 65 and older will enroll in individual health plans that work with Medicare and will no longer participate in a
Caterpillar-sponsored group health plan. In addition, Caterpillar will fund a tax-advantaged Health Reimbursement
Arrangement (HRA) to assist the retirees with medical expenses. The plan amendment required a plan re-measurement as of

20



March 31, 2009, which resulted in a decrease in our Liability for postretirement benefits of $432 million and an increase in
Accumulated other comprehensive income (loss) of $272 million net of tax. The plan was further amended in
December 2009 to define the HRA benefit that active employees will receive once they are retired and reach age 65. The
plan was re-measured at year-end 2009 and the December amendment resulted in a decrease in our Liability for
postretirement benefits of $101 million and an increase in Accumulated other comprehensive income (loss) of $64 million
net of tax. These decreases will be amortized into earnings on a straight-line basis over approximately 7 years, the average
remaining service period of active employees in the plan. The amendments reduced other postretirement benefits expense by
approximately $28 million and $55 million for the three and six months ended June 30, 2010 and reduced expense by
approximately $20 million for the three and six months ended June 30, 2009.

The re-measurements did not have a material impact on our benefit obligations, plan assets or funded status for the three and
six months ended June 30, 2009. There were no re-measurements during the three and six months ended June 30, 2010.

In March 2010, the Patient Protection and Affordable Care Act (the PPACA) and the Health Care and Education
Reconciliation Act of 2010 (H.R. 4872) which amends certain provisions of the PPACA were signed into law. As discussed
in Note 13, the Medicare Part D retiree drug subsidies effectively become taxable beginning in 2013.

Other
U.S. Pension Non-U.S. Pension Postretirement
(Millions of dollars) Benefits Benefits Benefits
June 30, June 30, June 30,
2010 2009 2010 2009 2010 2009
For the three months ended:
Components of net periodic benefit cost:
SEIVICE COSE cvvvviniieieieieseee et $48 $43 $23 $20 $17 $18
INEEIESE COSE ..o 167 172 40 34 61 69
Expected return on plan assets..........coecevvevneenncrnnnns (190) (193) (49) (43) (23) 27)
Amortization of:
Transition obligation (aSSet) ........ccccvvevvereieiieririeiannas — — — — — 1
Prior service cost (Credit) *........ccccovvervvevenieerinrininnns 7 7 — — (13) (14)
Net actuarial 10sS (gain)........cccevvreiersienrerenee e 87 63 17 9 8 5
Net periodic benefit cost 119 92 31 20 50 52
Curtailments, settlements and special termination benefits 2 — — 4 — — —
Total cost included in operating profit.............ccco.cvee.... $119 $92 $35 $20 $50 $52
For the six months ended:
Components of net periodic benefit cost:
SEIVICE COSE .t $97 $92 $46 $44 $33 $36
INEEIESE COSE ...t 333 342 82 70 122 143
Expected return on plan assets...........ccoeoeiereneneneeiennens (381) (391) (98) (86) (46) (59)
Amortization of:
Transition obligation (8SSet) .........cccoeververninicinnne, — — — — 1 1
Prior service cost (Credit) ........cccovvevvvevevcseesiennns 14 14 — — 27) (13)
Net actuarial 10ss (gain)..........cccevvvevevieerccresee e 175 123 34 22 16 10
Net periodic benefit cost 238 180 64 50 99 118
Curtailments, settlements and special termination benefits 2 — 130 8 9 — 62
Total cost included in operating profit...........cccccceeueenne. $238 $310 $72 $59 $99 $180
Weighted-average assumptions used to determine net cost:
DISCOUNE FAL......ceieeieieiee et 5.7% 6.3% 4.8% 4.6% 5.6% 6.2%
Expected return on plan assets..........ccocevereieeneneneriecenens 8.5% 8.5% 7.0% 6.6% 8.5% 8.5%
Rate of compensation iNCrease. .........c.ooeeererieeresenesiereenenns 4.5% 4.5% 4.2% 3.7% 4.4% 4.4%

L Prior service costs for both pension and other postretirement benefits are generally amortized using the straight-line method over the

average remaining service period to the full retirement eligibility date of employees expected to receive benefits from the plan
amendment. For 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 costs are amortized using the straight-line method over the remaining life expectancy of those
participants.

Curtailments, settlements and special termination benefits were recognized in Other operating (income) expenses in the Consolidated
Statement of Results of Operations.
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We made $300 million and $548 million of contributions to our U.S. and non-U.S. pension plans during the three and six
months ended June 30, 2010, respectively. We currently anticipate additional contributions of approximately $450 million
during the remainder of the year, most of which are voluntary contributions. We made $895 million and $953 million of
contributions to our U.S. and non-U.S. pension plans during the three and six months ended June 30, 2009, respectively. Our
second-quarter 2009 contribution included a voluntary contribution to our U.S. plans of 18.2 million shares ($650 million) in
Caterpillar stock, held as treasury stock.

B. Defined contribution benefit costs

Beginning in June 2009, we began funding our employer matching contribution for certain U.S. defined contribution plans in
Caterpillar stock, held as treasury stock. For the three and six months ended June 30, 2010, we have made $33 million (0.5
million shares) and $62 million (1 million shares) of matching contributions in Caterpillar stock, respectively. For the three
months ended June 30, 2009, we made $9 million (0.2 million shares) of matching contributions in Caterpillar stock.

Total company costs related to U.S. and non-U.S. defined contribution plans were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(Millions of dollars) 2010 2009 2010 2009
LRSI =] P T T $35 $55 $83 $94
NON-U.S. PIANS ....vviiiiiiie ettt st sraeere s 9 6 16 15
$44 $61 $99 $109

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.

Cat Financial has provided a limited indemnity to a third-party bank resulting from the assignment of certain leases to that
bank. The indemnity is for the possibility that the insurers of these leases would become insolvent. The indemnity expires
December 15, 2012 and is unsecured.

No loss has been experienced or is anticipated under any of these guarantees. At June 30, 2010 and December 31, 2009, the
related liability was $17 million. 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,
2010 2009
Guarantees With Caterpillar ABAIEIS ..........covvuiireirei et ne s $321 $313
Guarantees with customers 178 193
Limited indemnity ................... 18 20
GUAEANTEES — OLNBE ...ttt e ettt e b e et e te et et e st ebeete e bt e beebesae st eneeneans 47 64
TOTAL GUATANTEES. ... ettt ettt ettt et b ettt et e b et b b st b et et ek e n st et e st e n e et er et et e e ebe e enne $564 $590

We provide guarantees to repurchase certain loans of Caterpillar dealers from a financial trust (Trust) that qualifies as a
variable interest entity. The purpose of the Trust is to provide short-term working capital loans to Caterpillar dealers. This
Trust issues commercial paper and uses the proceeds to fund its loan program. We have a loan purchase agreement with the
Trust that obligates us to purchase certain loans that are not paid at maturity. We receive a fee for providing this guarantee,
which provides a source of liquidity for the Trust. We are the primary beneficiary of the Trust as our guarantees result in Cat
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12.

Financial having both the power to direct the activities that most significantly impact the Trust's economic performance and
the obligation to absorb losses, and therefore we have consolidated the financial statements of the Trust. As of June 30, 2010
and December 31, 2009, the Trust's assets of $330 million and $231 million, respectively, are primarily comprised of loans to
dealers and the Trust's liabilities of $330 million and $231 million, respectively are primarily comprised of commercial
paper. No loss has been experienced or is anticipated under this loan purchase agreement. Our assets are not available to pay
creditors of the Trust, except to the extent we may be obligated to perform under the guarantee, and assets of the Trust are not
available to pay our creditors.

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. Specific rates are developed for each product build month and are updated monthly based on actual
warranty claim experience. The 2009 provision included approximately $181 million for changes in estimates for pre-
existing warranties due to higher than expected actual warranty claim experience.

(Millions of dollars) 2010

Warranty lability, JANUANY L.........cooiioiiiiie ettt ettt st et et e st e be e e b e et e e be st e b e s e e bt e besbesae st eneerenaenee e $1,049
Reduction in [ability (PAYMENTS).......ciiiieieie ettt st et s st estesbesae st e s e eseebeebesbe s enteseaseabesbesbesseneereasenseneens (426)
Increase in 1iability (NEW WAITANTIES) ........viviiiiieieet ettt sttt s e be e b et e s be s b e b e b eseebe et e s be b e e e nseseenenteee 278
WaArranty lability, JUNE B0......c.ooueereiiieeietei ettt ettt ettt ettt ettt b st e bt et e et et st er e et e re et s $901
(Millions of dollars) 2009

Warranty liability, JANUAIY L........coooiiiiiieiice ettt e b ettt s e bt sttt e s e et e b et et et benenenn $1,201
Reduction in [aDility (PAYMENTS)... ... ittt b ke b e bbbt st e b e b e e bt e bt ekt e b e b et e beebesbenbennen (1,032)
Increase in 1iability (NEW WAITANTIES) .........eiuiiiieiei ettt ettt et at et e b et esbesbe et e e e s e e bt et e sbeebeneenseneaneneeee 880
Warranty liability, DECEMDET 3L........cciiiiiieiiiie ettt ettt s e te b e st et et e st e bt e beebesbe b eseeseebeebesbestebeseeneaneans $1,049

Computations of Profit Per Share

Three Months Ended Six Months Ended
(Dollars in millions except per share data) June 30, June 30,
2010 2009 2010 2009
I.  Profit (loss) for the period (A)": $707 $371 $940 $259
Il.  Determination of shares (in millions):
Weighted-average number of common shares outstanding (B) ..........ccccccvevuenas 629.8 611.8 628.1 607.6
Shares issuable on exercise of stock awards, net of shares assumed to be
purchased out of proceeds at average market Price ............ccoceevevevrerrrennen. 17.2 8.0 17.1 6.4
Average common shares outstanding for fully diluted computation (C)........... 647.0 619.8 645.2 614.0
111, Profit (loss) per share of common stock:
Assuming NO dilUtioN (A/B)....cvoiiiiiieirre e $1.12 $0.61 $1.50 $0.43
Assuming Full dilution (A/C) ..c.eeeeeeeeeee e $1.09 $0.60 $1.46 $0.42

! Profit (loss) attributable to common stockholders.

SARs and stock options to purchase 12,465,174 and 25,871,262 common shares were outstanding for the three and six
months ended June 30, 2010, respectively, but 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, 2009, there were outstanding SARs and
stock options to purchase 29,040,001 and 41,376,879 common shares, respectively, but were not included in the computation
of diluted earnings per share because the effect would have been anti-dilutive.

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. Compliance with these existing laws has not had a material impact on our capital
expenditures, earnings or global competitive position.

23



13.

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 costs are
charged against our earnings. In formulating that estimate, we do not consider amounts expected to be recovered from
insurance companies or others. The amount recorded for environmental remediation is not material and is included in
Accrued expenses in the Consolidated Statement of Financial Position.

We cannot reasonably estimate costs at sites in the very early stages of remediation. Currently, we have a few sites in the
very early stages of remediation, and there is no more than a remote chance that a material amount for remedial activities at
any individual site, or at all sites in the aggregate, will be required.

We have disclosed certain individual legal proceedings in this filing. Additionally, 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. 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.

On May 14, 2007, the U.S. Environmental Protection Agency (EPA) issued a Notice of Violation to Caterpillar Inc., alleging
various violations of Clean Air Act Sections 203, 206 and 207. EPA claims that Caterpillar violated such sections by
shipping engines and catalytic converter after-treatment devices separately, introducing into commerce a number of
uncertified and/or misbuilt engines, and failing to timely report emissions-related defects. Caterpillar is currently engaged in
negotiations with EPA and the U.S. Department of Justice to resolve these issues. On July 9, 2010, the Department of Justice
issued a penalty demand to Caterpillar seeking a civil penalty of $3.2 million and implementation of injunctive relief
involving expanded use of certain technologies. Caterpillar continues to cooperate with EPA and the Department of Justice
and, while penalties will likely exceed $100,000, management does not believe that this issue will have a material adverse
impact on our consolidated results of operations, financial position or liquidity.

On February 8, 2009, an incident at Caterpillar’s Joliet, Illinois facility resulted in the release of approximately 3,000 gallons
of wastewater into the Des Plaines River. In coordination with state and federal authorities, appropriate remediation
measures have been taken. On February 23, 2009, the Illinois Attorney General filed a Complaint in Will County Circuit
Court containing seven counts of violations of state environmental laws and regulations. Each count seeks injunctive relief,
as well as statutory penalties of $50,000 per violation and $10,000 per day of violation. In addition, on March 5, 2009, the
EPA served Caterpillar with a Notice of Intent to file a Civil Administrative Action (notice), indicating the EPA’s intent to
seek civil penalties for violations of the Clean Water Act and Oil Pollution Act. On January 25, 2010, the EPA issued a
revised notice seeking civil penalties in the amount of $167,800, and Caterpillar responded to the revised notice and is
engaged in follow up discussions with the EPA. On March 8, 2010, the Illinois Attorney General submitted a demand to
Caterpillar seeking a $100,000 civil penalty. At this time, we do not believe these proceedings will have a material adverse
impact on our consolidated results of operations, financial position or liquidity.

Income Taxes

The provision for income taxes for the first six months of 2010 reflects an estimated annual effective tax rate of 29 percent,
excluding the discrete items discussed below, compared to a discrete period effective tax rate of negative 20.5 percent for the
first six months of 2009. The 2010 estimated annual tax rate is expected to be less than the U.S. tax rate of 35 percent
primarily due to profits in tax jurisdictions with rates lower than the U.S. rate. The 2010 estimated annual tax rate is based on
current tax law and therefore does not include the U.S. research and development tax credit and other benefits that have not
been extended past 2009. A discrete calculation was used to report the tax benefit for the first six months of 2009 rather than
an estimated annual tax rate as the estimated range of annual profit/(loss) before tax produced significant variability and
made it difficult to reasonably estimate the 2009 annual effective tax rate.

The provision for income taxes for 2010 also includes a first quarter deferred tax charge of $90 million due to the enactment
of U.S. healthcare legislation effectively making government subsidies received for Medicare equivalent prescription drug
coverage taxable. Guidance on accounting for income taxes requires that the deferred tax effects of changes in laws be
reflected in the financial statements in the period in which the legislation is enacted regardless of the effective date. Deferred
tax assets had previously been recorded based on the liability for other postretirement benefits without regard to the tax-free
subsidy. As a result of the law change, deferred tax assets were reduced to reflect the expected future income tax on the
subsidy. Beginning in 2013, a cash tax cost will be incurred when the subsidies received increase taxable income.
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This deferred tax charge was offset by a $34 million benefit related to the recognition of refund claims for prior tax years and
a $26 million benefit for the release of a valuation allowance against the deferred tax assets of certain non-U.S. entities due to
tax planning actions implemented in the second quarter of 2010.

The IRS has completed its field examination of our tax returns for 1992 to 2006. For tax years 1992 to 1994, we expect to
litigate the unagreed adjustments related to transfer pricing. In 2009, we reached a settlement with the IRS for tax years 1995
to 1999. For tax years 2000 to 2004, we are in the appeals process for unagreed adjustments primarily related to export tax
benefits. In the second quarter of 2010, we received notice of proposed adjustments related to tax years 2005 and 2006 and
intend to appeal the unagreed adjustments primarily related to export tax benefits. In the opinion of management, 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

Basis for segment information

Caterpillar is organized based on a decentralized structure that has established responsibilities to continually improve
business focus and increase our ability to react quickly to changes in the global business cycle, customer needs and
competitors’ actions. Our current structure uses a matrix organization comprised of multiple profit and cost center divisions.

Our divisional structure and responsibilities are as follows:

. Machine business divisions are profit centers primarily responsible for product management, development,
marketing, sales and product support. Machine business divisions also have select manufacturing
responsibilities. Inter-segment sales of components are a source of revenue for some of these divisions.

o Engine business divisions are profit centers primarily responsible for product management, development,
manufacturing, marketing, sales and product support. Inter-segment sales of engines and/or components are a
source of revenue for some of these divisions.

. Component business divisions are profit centers primarily responsible for product management, development,
manufacturing, marketing, sales and product support for internal and external customers. Inter-segment sales of
components are a source of revenue for these divisions.

. Service business divisions are profit centers primarily responsible for various services and service-related products
to customers including financial, logistics, remanufacturing and rail services. Inter-segment sales of services and
service-related products are a source of revenue for some of these divisions.

. Manufacturing services divisions are cost centers primarily responsible for the manufacture of products and/or
components within the geographic regions of the Americas and EAME.
. Corporate services divisions are cost centers primarily responsible for the performance of certain support functions

globally (e.g., Finance, Human Resources, Information Technology, Legal and Purchasing) and to provide
centralized services.

. Regional distribution services divisions are cost centers primarily responsible for the total portfolio of business with
each dealer, the dealer relationship, dealer development and ensuring the most efficient and effective distribution of
machines, engines and parts.

. Centers of excellence divisions are cost centers primarily responsible for Caterpillar’s most critical/differentiating
processes in the areas of Marketing and Product Support, Production and Product Development.

The segment information for 2009 has been retrospectively adjusted to conform to the 2010 presentation. Core Components,
formerly included in the all other category, is now a reportable segment. The portion of postretirement benefit expense ($89
million and $178 million for the three and six months ended June 30, 2009, respectively) that was allocated to Machinery and
Engines business divisions based on budgeted external and inter-segment sales, is now a methodology difference between
segment and external reporting.

Our measurement system is complex and is designed to evaluate performance and to drive continuous improvement. We
have chosen to disclose financial results by our three principal lines of business (Machinery, Engines and Financial Products)
in our Management’s Discussion and Analysis rather than by reportable segment based on the following:

. Our Machinery and Engines businesses are vertically integrated and there are a significant amount of inter-segment
transactions that make information for individual segments less meaningful.
o A significant amount of corporate and other costs ($222 million and $415 million for the three and six months ended

June 30, 2010, respectively, and $256 million and $509 million for the three and six months ended June 30, 2009,
respectively) are allocated to Machinery and Engines business divisions based on budgeted external and inter-
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segment sales. It would be difficult to provide meaningful information by reportable segment for these costs as the
allocation method does not directly reflect the benefited segment and the allocation is done in total, not by financial
statement line item. In addition, the budgeted amount is allocated to segments; any differences from budget are
treated as a reconciling item between reportable segment and consolidated results.

. As discussed below, there are various methodology differences between our segment reporting and U.S.
GAAP. This results in numerous reconciling items between reportable segment and consolidated results.
. We have twenty-four operating segments, of which twelve are reportable segments. Reporting financial information

for this number of businesses, especially considering our level of vertical integration, would not be meaningful to
our financial statement users.

In summary, due to Caterpillar’s high level of integration and our concern that segment disclosures have limited value for our
external readers, we are continuing to disclose financial results for our three principal lines of business (Machinery, Engines
and Financial Products) in our Management’s Discussion and Analysis beginning on page 43.

Description of segments

Profit center divisions meet the definition of “operating segments” specified in the accounting guidance on segment
reporting; however, the cost center divisions do not. Following is a brief description of our twelve reportable segments and
the business activities included in all other operating segments:

Building Construction Products: A machine business division primarily responsible for the product management,
development, manufacture, marketing, sales and product support of light construction machines and select work tools.

Cat Japan: A business division primarily responsible for the development of small, medium and large hydraulic excavators,
manufacturing of select machinery and components, marketing, sales and product support of machinery, engines and
components in Japan. Inter-segment sales of machinery and components are a source of revenue for this division.

Core Components: A component business division primarily responsible for the product management, development,
manufacture, marketing and product support of undercarriage, specialty products, hardened barstock components and ground
engaging tools. Inter-segment sales of components are a source of revenue for this division.

Earthmoving: A machine business division primarily responsible for the product management, development, marketing,
sales and product support of medium wheel loaders, medium track-type tractors, track-type loaders, motor graders and
pipelayers. Also responsible for manufacturing of select machines in Asia.

Electric Power: An engine business division primarily responsible for the product management, development, manufacture,
marketing, sales and product support of reciprocating engine powered generator sets as well as integrated systems used in the
electric power generation industry.

Excavation: A machine business division primarily responsible for the product management, development, marketing, sales
and product support of small, medium and large excavators, wheel excavators and articulated trucks. Also responsible for
manufacturing of select machines in Asia and articulated trucks.

Large Power Systems: An engine business division primarily responsible for the product management, development,
manufacture and product support of reciprocating engines supplied to Caterpillar machinery and the electric power,
petroleum, marine and industrial industries. Also responsible for engine component manufacturing. Inter-segment sales of
engines and components are a source of revenue for this division.

Logistics: A service business division primarily responsible for logistics services for Caterpillar and other companies.

Marine & Petroleum Power: An engine business division primarily responsible for the product management, development,
marketing, sales and product support of reciprocating engines supplied to the marine and petroleum industries. Also
responsible for manufacturing of certain reciprocating engines for marine, petroleum and electric power applications.

Mining: A machine business division primarily responsible for the product management, development, marketing, sales and
product support of large track-type tractors, large mining trucks, underground mining equipment and tunnel boring
equipment. Also responsible for manufacturing of underground mining equipment and tunnel boring equipment. Inter-
segment sales of components are a source of revenue for this division.

Turbines: An engine business division primarily responsible for the product management, development, manufacture,
marketing, sales and product support of turbines and turbine-related services.
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Financing & Insurance Services: 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 division also provides various
forms of insurance to customers and dealers to help support the purchase and lease of our equipment.

All Other: Primarily includes activities such as: the product management, development, marketing, sales and product support
of large wheel loaders, quarry and construction trucks, wheel tractor scrapers, wheel dozers, compactors and select work
tools. Also responsible for manufacturing of select machines in Asia; the product management, development, manufacture,
marketing, sales and product support of forestry products; the product management, development, manufacture, marketing,
sales and product support of reciprocating engines used in industrial applications; the product management, development,
manufacture, marketing, sales and product support of machinery and engine components, electronics and control systems; the
product management, development, manufacture, remanufacture, maintenance, leasing and service of rail-related products
and services; remanufacturing of Caterpillar engines and components and remanufacturing services for other companies; the
product management, development, manufacture, marketing, sales and product support of paving products. Inter-segment
sales are a source of revenue for some of these divisions. Results for All Other operating segments are included as
reconciling items between reportable segments and consolidated external reporting.

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:

o Generally, liabilities are managed at the corporate level and are not included in segment operations. Segment
accountable assets generally include inventories, receivables and property, plant and equipment.

° Segment inventories and cost of sales are valued using a current cost methodology.

. Currency exposures 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 results. 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 are 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.

. Interest expense is not included in Machinery and Engines segment results.
. Accountable profit is determined on a pretax basis.

Reconciling items are created based on accounting differences between segment reporting and our consolidated external
reporting. Please refer to pages 29 to 34 for financial information regarding significant reconciling items. Most of our
reconciling items are self-explanatory given the above explanations. For the reconciliation of profit (loss), we have grouped
the reconciling items as follows:

. Corporate costs: Certain corporate costs are allocated and included in the business division’s accountable profit at
budgeted levels. Any differences are treated as reconciling items. These costs are related to corporate requirements
and strategies that are considered to be for the benefit of the entire organization.

. Redundancy costs: Redundancy costs include pension and other postretirement benefit plan curtailments,
settlements and special termination benefits as well as employee separation charges. Most of these costs are
reconciling items between accountable profit and consolidated profit before tax. Table Reconciliation of
Redundancy Costs on pages 31-32 has been included to illustrate how segment accountable profit would have been
impacted by the redundancy costs. See Notes 9 and 18 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.
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Reportable Segments
Three Months Ended June 30,
(Millions of dollars)

2010
External Inter-
sales segment  Total sales  Depreciation Accountable
and sales & and and Accountable assets at Capital
revenues revenues  revenues amortization profit (loss) June 30 expenditures
Building Construction Products........... $548 $2 $550 $6 $17 $740 $3
(OF: N o Uy 290 547 837 48 8 2,392 10
Core COMPONENTS.......coevveerererrerenens 314 398 712 20 171 1,037 11
Earthmoving.......cccoceeveeeerisenceiesenenn 1,247 49 1,296 26 11 2,456 44
Electric POWEr ........ccccovvviriiiicce 620 4 624 6 33 767 2
EXCAVAtiON........cevviiree e 1,159 23 1,182 17 24 1,531 17
Large Power Systems..........c.ccoovvvenen. 723 847 1,570 52 146 2,942 46
LOGISHICS ... 161 394 555 25 123 786 14
Marine & Petroleum Power................. 479 14 493 6 60 784 5
MiINING. ..o 950 68 1,018 13 183 1,393 7
TUIDINES v 994 2 996 15 237 537 12
Total Machinery & Engines........ $7,485 $2,348 $9,833 $234 $1,013 $15,365 $171
Financing & Insurance Services.......... 744 — 744 180 110 30,317 213
Total .o $8,229 $2,348 $10,577 $414 $1,123 $45,682 $384
2009
External Inter-
sales segment  Total sales  Depreciation Accountable
and sales & and and Accountable assets at Capital
revenues revenues  revenues amortization profit (loss) Dec. 31 expenditures
Building Construction Products........... $247 $5 $252 $7 $(41) $615 $2
Cat Japan......c.cccevveeerieie e 308 105 413 29 (75) 2,440 13
Core COmMpPOoNeNtS........cocveverveiverierenns 218 202 420 19 41 955 12
Earthmoving........ccocoevevviiiienieiceiens 665 20 685 23 (76) 2,197 26
Electric POWer.......cccoevevveveiecice 584 5 589 6 43 702 4
EXCAVAtiON........cevriieierce e 489 11 500 15 (96) 1,325 9
Large Power Systems..........ccccccevuenee. 523 829 1,352 47 38 2,703 21
LOQISLICS ..evvveeeieeereeieieee e sesee e 170 303 473 27 110 828 6
Marine & Petroleum Power................. 728 13 741 4 78 747 17
MiniNG...ccooeeereeeieerceeine 797 31 828 20 136 1,141 11
Turbines 829 4 833 15 215 734 10
Total Machinery & Engines........ $5,558 $1,528 $7,086 $212 $373 $14,387 $131
Financing & Insurance Services.......... 807 — 807 182 145 32,230 221
Total .o $6,365 $1,528 $7,893 $394 $518 $46,617 $352
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Reportable Segments
Six Months Ended June 30,
(Millions of dollars)

2010

External Inter-

sales segment  Total sales  Depreciation Accountable
and sales & and and Accountable assets at Capital
revenues revenues  revenues amortization profit (loss) June 30 expenditures
Building Construction Products........... $954 $14 $968 $14 $12 $740 $6
Cat Japan.........ccovverenreeneeeee s 604 917 1,521 100 (30) 2,392 44
Core Components........cccceeveevereneenens 576 734 1,310 39 304 1,037 17
Earthmoving........ccocoeevviiienenies 2,156 83 2,239 51 (42) 2,456 68
Electric POWEr ........ccoovvriiicinnn, 1,087 5 1,092 12 39 767 2
EXCAVAtiON........cevviiree e 2,014 41 2,055 33 11 1,531 23
Large Power Systems..........c.ccocvevuenene 1,409 1,447 2,856 98 223 2,942 81
LOGISHICS ... 338 745 1,083 51 251 786 21
Marine & Petroleum Power................. 962 30 992 12 119 784 11
MiINING. ..o 1,627 116 1,743 28 269 1,393 12
TUIDINES vt 1,506 2 1,508 30 312 537 19
Total Machinery & Engines........ $13,233 $4,134 $17,367 $468 $1,468 $15,365 $304
Financing & Insurance Services.......... 1,483 — 1,483 363 216 30,317 387
Total .o $14,716 $4,134 $18,850 $831 $1,684 $45,682 $691
2009
External Inter-
sales segment  Total sales  Depreciation Accountable
and sales & and and Accountable assets at Capital
revenues revenues  revenues amortization profit (loss) Dec. 31 expenditures
Building Construction Products .......... $527 $9 $536 $14 $(101) $615 $4
Cat Japan......c.cccevveeerieie e 638 482 1,120 74 (165) 2,440 58
Core COmMpPOoNeNtS........cocveverveiverierenns 435 472 907 37 92 955 22
Earthmoving........ccocoevevviiiienieiceiens 1,748 41 1,789 45 (126) 2,197 46
Electric POWEr ........ccovoevvieeicenene 1,319 10 1,329 13 140 702 7
EXCAVAtiON........cevriieierce e 1,192 37 1,229 30 (190) 1,325 18
Large Power Systems..........c.cccoevuenen. 1,076 1,923 2,999 94 133 2,703 36
LOQISHICS ..evvveeeieeereeieieee s 347 628 975 54 202 828 19
Marine & Petroleum Power................. 1,603 29 1,632 8 186 747 25
MiniNG....cooveereeerieerceeene 1,672 68 1,740 40 234 1,141 20
Turbines 1,640 7 1,647 30 397 734 19
Total Machinery & Engines........ $12,197 $3,706 $15,903 $439 $802 $14,387 $274
Financing & Insurance Services.......... 1,595 — 1,595 362 234 32,230 443
Total .o $13,792 $3,706 $17,498 $801 $1,036 $46,617 $717
Reconciliation of Sales and revenues:
(Millions of dollars) Machinery Financial Consolidating  Consolidated
and Engines Products Adjustments Total
Three Months Ended June 30, 2010:
Total external sales and revenues from reportable segments $7,485 $744 $— $8,229
All other operating SegmMeNtS.........ccocvverererieieei e 2,247 3 — 2,250
0] OO (9) 6 (67)" (70)
Total SAIES AN FEVENUES ...ttt $9,723 $753 $(67) $10,409
Three Months Ended June 30, 2009:
Total external sales and revenues from reportable segments............c.cccceeeeeee. $5,558 $807 $— $6,365
All other 0perating SEgMENTS ........cccoierieieiie e e 1,682 — — 1,682
OHNET ...t 14 7 (93)! (72)
Total SAIES AN FEVENUES ......ecveivieiieceiecte ettt sttt ste e saeareas $7,254 $814 $(93) $7,975

! Elimination of Financial Products revenues from Machinery and Engines.
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Reconciliation of Sales and revenues:
(Millions of dollars) Machinery Financial Consolidating  Consolidated
and Engines Products Adjustments Total

Six Months Ended June 30, 2010:

$13,233 $1,483 $— $14,716
4,056 3 — 4,059
(15) 13 (126)" (128)
$17,274 $1,499 $(126) $18,647
$12,197 $1,595 $— $13,792
3,558 — — 3,558
9 15 (174)* (150)
$15,764 $1,610 $(174) $17,200
! Elimination of Financial Products revenues from Machinery and Engines.
Reconciliation of Consolidated profit (loss) before taxes:

- Machinery Financial Consolidated
(Millions of dollars) and Engines Products Total
Three Months Ended June 30, 2010:

Total accountable profit from reportable SEGMENTS .......cccovviiieiiiiireeee s $1,013 $110 $1,123
All other operating SEgMENtS ........cccovverierireineenceneenes 348 (1) 347
CoSt CENLEIS ...vvveviieieieieiei (34) — (34)
Corporate costs.... (149) — (149)
Timing ....c.coevenenene (40) — (40)
Redundancy costs (35) — (35)
Methodology differences:
INVENEOrY/COSE OF SAIES. ...c.eieiiiecee et (68) — (68)
Postretirement benefit expense (125) — (125)
FINGNCING COSES . .ivtitiitiiieite ettt sttt b et st e et tesbe st st e s e e enesreaaens (80) — (80)
Equity in profit of unconsolidated affiliated companies..........ccccoeveiviieiiiiencieiee e 4 — 4
CUITEINCY ..ttt sttt sb e nreens 11 — 11
Other methodology diffErENCES .........cviiiiiiie e (8) — (8)
Total profit (10SS) DEFOIE TAXES. ....eoviueireeieriee e $837 $109 $946
Three Months Ended June 30, 2009:
Total accountable profit from reportable SEGMENTS .......cc.oevrrireirre s $373 $145 $518
All Other OPerating SEUMENTS .........ciiiiire ettt sttt e e et sae e seenes (12) — (12)
(0101 A o1=] o1 (=] £SO SSPRURPPSIN (18) — (18)
Corporate costs.... (29) — (29)
I L 01 OSSO PPTURPTSON 9 — 9
Redundancy costs (70) — (70)
Methodology differences:
INVENTOrY/COSE OF SAIES. ...c..ieiiiiicieee e 28 — 28
Postretirement DENEFit EXPENSE.........eivirieiei e (80) — (80)
FINGNCING COSES ...ttt ettt se ettt et e b et e e ne e e e neeeesaea (108) — (108)
Equity in profit of unconsolidated affiliated cOmpanies..........ccccooceveiiiiiniiiincieicccene 1 — 1
(G101 7] 10y SO UU RO U PP PP OPPROPRPRON 154 — 154
Other methodology diffErENCES ........cviiiiiiie e 13 (5) 8
Total profit (10SS) DEFOIE TAXES. . ..cviveireeieiiee e $261 $140 $401

30



Reconciliation of Consolidated profit (loss) before taxes:
(Millions of dollars)

Six Months Ended June 30, 2010:
Total accountable profit from reportable SEGMENTS .......ccoovvviriieiiriireeee s
All Other OPerating SEUMENTS .........ciiiierie ettt ettt b neenes
COSE CENTETS ...
Corporate costs....
THMING « et bt et b bbb et h bbb et n bbbt nea
Redundancy costs
Methodology differences:
INVENLOrY/COSE OF SAIES. ...c..ieiieicee et
Postretirement benefit expense
FINANCING COSES....vivieiiiiiieitiries e
Equity in profit of unconsolidated affiliated companies......
LG0T 7] 0y SRS P PR OPURPRPIO
Other methodology diffErENCES .........cceviieiiiieceec s

Total profit (10SS) DEFOrE tAXES. ... .c.vieiiierie e

Six Months Ended June 30, 2009:
Total accountable profit from reportable SEgMENtS .........cccooeiiiiiiiii e
All other operating segments
CoSt CENtrS ....oovvverereecieieine
Corporate costs.....
Timing ...ccocoeevenennae
Redundancy costs
Methodology differences:
INVENTOrY/COSE OF SAIES. ...c..ieiiiicicee e
Postretirement benefit expense
FINGNCING COSES ...ttt ettt se e ettt be st e e e e eneeneeteaee
Equity in profit of unconsolidated affiliated companies..........ccccooceveiiiiiniiiineicieccene
Currency
Other methodology differences

Total profit (10SS) DETOrE tAXES......c.eiiiiriii e

Machinery Financial Consolidated
and Engines Products Total

$1,468 $216 $1,684
514 (1) 513
(8) — (8)
(288) — (288)
(8) — (8)
(37) — (37)
(54) — (54)
(237) — (237)
(181) — (181)
6 — 6
44 — 44
(23) 4 (19)
$1,196 $219 $1,415
$802 $234 $1,036
8) — @)
11 — 11
20 — 20
) — (2)
(617) (11) (628)
(18) — (18)
(153) — (153)
(209) — (209)
140 — 140
4 4) —
$(30) $219 $189

Reconciliation of Redundancy costs:

As noted above, redundancy costs are a reconciling item between Accountable profit (loss) and Consolidated profit (loss) before tax. Had we

included these costs in the segments’ results, costs would have been split as shown below.

(Millions of dollars)

Three Months Ended June 30, 2009:

Building ConsStruCtion PrOTUCTS..........cceiiiiieiiiiiiene e
(08 LN o2 [T ST U PP TP TUPPPTURTOPPPRPRO
Core Components....
BAItNIMOVING ...ttt b e et ettt et e et et ere e
ELECIIIC POWET ...ttt bttt sttt eene e
Excavation...........c.ccoo....
Large Power Systems .....
LOQiStiCS ..vovvevviviiicieicieiis
Marine & Petroleum Power ...
MiNiNg ....ccovviiiniiiee
Turbines.....
Financing & Insurance Services..
All other operating segments......

(OfeT g o] [0 E1(=To I o v | OSSPSR
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Accountable

Accountable Redundancy profit (loss) with
profit (loss) costs redundancy costs
$(41) $(1) $(42)
(75) — (75)
41 (2 39
(76) (34) (110)
43 (1) 42

(96) (15) (111)
38 — 38

110 (1) 109
78 — 78

136 (3) 133

215 — 215
145 — 145

(12) (13) (29)
$506 $(70) $436




Accountable

(Millions of dollars) Accountable Redundancy profit (loss) with
profit (loss) costs redundancy costs
Six Months Ended June 30, 2009:
Building ConstruCtion PrOdUCES..........ccciviiriieirieciee e $(101) $(39) $(140)
(O N T - T [OOSR (165) 3) (168)
(O70] (o O] 171 10 4 =T 1 OSSPSR 92 3) 89
Earthmoving............. (126) (89) (215)
Electric Power ..... 140 (22) 118
Excavation...........ccccevui. (190) (60) (250)
Large Power Systems ..... 133 (89) 44
LOQIStICS ..o 202 (29) 173
Marine & Petroleum Power ...... 186 (20) 176
Mining ....coceovveereeereeee 234 (53) 181
TUrbINES. ..o 397 — 397
Financing & Insurance Services 234 (11) 223
All other 0perating SEUMENTS .......cii ittt ne s (8) (220) (228)
COoNSOAALEA TOLAl .....veveeeiieieieiee et $1,028 $(628) $400
Reconciliation of Assets:
Machinery Financial Consolidating  Consolidated
(Millions of dollars) and Engines Products Adjustments Total
June 30, 2010:
Total accountable assets from reportable segments $15,365 $30,317 $— $45,682
All other 0perating SEgMENTS .........ciiirireeeeee e e 7,956 134 — 8,090
Items not included in segment assets:
Cash and short-term iNVESIMENTS..........c.eevvevere i 1,900 — — 1,900
Intercompany reCeIVablES.........c.covciiiieiieice e 662 — (662) —
Investment in Financial Products ..........cccceoveieiiiineicce e 3,762 — (3,762) —
Deferred income taxes and prepaids 3,790 — (598) 3,192
Goodwill, intangible assets and other assets..........c.cvvvevviniencnienciee, 1,077 — — 1,077
Liabilities included in SEGMENt ASSELS.......cc.eiverrrerereieerie e 2,511 — — 2,511
Inventory methodology differences (2,912) — — (2,912)
L 13 =1 TSRS 398 (345) (800) (747)
TOTAL BSSELS ..ttt $34,509 $30,106 $(5,822) $58,793
December 31, 2009:
Total accountable assets from reportable segments..........cccocvevevevericirciesnnnn, $14,387 $32,230 $— $46,617
All other 0perating SEgMENTS ........ccvviiiiirieee e 7,356 — — 7,356
Items not included in segment assets:
Cash and short-term iNVESIMENTS..........c.coivcviiiiiiiic e 2,239 — — 2,239
Intercompany reCeiVables...........oooiiiiiiiiee e 106 — (106) —
Investment in Financial Products ...........ccccoveveeiiiii e 4514 — (4,514) —
Deferred income taxes and prepaids.............ccccoovvinenae 4,131 — (460) 3,671
Goodwill, intangible assets and other assets 1,364 — — 1,364
Liabilities included in segment assets.........ccccevvevvevveirennns 2,270 — — 2,270
Inventory methodology differences (2,735) — — (2,735)
L@ 131 OSSR 564 (255) (1,053) (744)
0] =L L] £SO PS $34,196 $31,975 $(6,133) $60,038
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Reconciliations of Depreciation and amortization:

(Millions of dollars) Machinery Financial Consolidating  Consolidated
and Engines Products Adjustments Total
Three Months Ended June 30, 2010:
Total accountable depreciation and amortization from reportable segments.... $234 $180 $— $414
Items not included in segment depreciation and amortization:
All other operating segments 109 3 — 112
CoSt CeNters......cocvvervrereeccneenn, 39 — — 39
(@11 USSR 3) — — (3)
Total depreciation and amOrtization ............c.ccceereiiriiinnienenee e $379 $183 $— $562
Three Months Ended June 30, 2009:
Total accountable depreciation and amortization from reportable segments.... $212 $182 $— $394
Items not included in segment depreciation and amortization:
All other operating segments 101 — — 101
COSt CENLENS ... 46 — — 46
(@11 SRS (3) — — (3)
Total depreciation and amOrtization ............c.cccevieririiinnenene e $356 $182 $— $538
Reconciliations of Depreciation and amortization:
(Millions of dollars) Machinery Financial Consolidating  Consolidated
and Engines Products Adjustments Total
Six Months Ended June 30, 2010:
Total accountable depreciation and amortization from reportable segments.... $468 $363 $— $831
Items not included in segment depreciation and amortization:
All other operating segments 214 3 — 217
COSt CENLENS ... 76 — — 76
Other ..., (8) — — (8
Total depreciation and amortization $750 $366 $— $1,116
Six Months Ended June 30, 2009:
Total accountable depreciation and amortization from reportable segments... $439 $362 $— $801
Items not included in segment depreciation and amortization:
All other operating segments 196 — — 196
COSt CENLENS...cvveiiiierciieieiee 86 — — 86
(@11 USSR (11) — — (12)
Total depreciation and amortization .............cccceveeeieniiiienenere e $710 $362 $— $1,072
Reconciliations of Capital expenditures:
(Millions of dollars) Machinery Financial Consolidating Consolidated
and Engines Products Adjustments Total
Three Months Ended June 30, 2010:
Total accountable capital expenditures from reportable segments................... $171 $213 $— $384
Items not included in segment capital expenditures:
All other operating segments 76 11 — 87
COSt CENLENS ... 18 — — 18
OB <t 24 — (30) (6)
Total capital EXPENAITUIES........cveviiireirice e $289 $224 $(30) $483
Three Months Ended June 30, 2009:
Total accountable capital expenditures from reportable segments................... $131 $221 $— $352
Items not included in segment capital expenditures:
All other operating segments 68 — 68
COSt CENLENS ... 20 — — 20
OBNET bt (1) — — (1)
Total capital EXPENITUIES. ......ccveieieieiceee e $218 $221 $— $439
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Reconciliations of Capital expenditures:

(Millions of dollars) Machinery Financial Consolidating Consolidated
and Engines Products Adjustments Total
Six Months Ended June 30, 2010:
Total accountable capital expenditures from reportable segments................... $304 $387 $— $691
Items not included in segment capital expenditures:
All other 0perating SEgMENTS........ccceverierieieie e 127 11 — 138
COSE CENTEIS ...ttt 37 — — 37
(@131 OO 24 — (34) (10)
Total capital EXPENITUIES. ......coviiieiiieiiese s $492 $398 $(34) $856
Six Months Ended June 30, 2009:
Total accountable capital expenditures from reportable segments................... $274 $443 $— $717
Items not included in segment capital expenditures:
All other 0perating SEgMENTS........coieiveieiriee et 115 — — 115
COSE CRIMEEIS ...ttt 54 — — 54
OENET bbb (1) — (1) (2)
Total capital EXPENITUIES. .........cviriieeireeere e $442 $443 $(1) $884

15.

Securitizations

Cat Financial transfers certain finance receivables relating to retail installment sale contracts and finance leases as part of
their asset-backed securitization program. In addition, Cat Financial has sold interests in wholesale receivables to third-party
commercial paper conduits. These transactions provide a source of liquidity and allow for better management of their
balance sheet capacity.

Securitized Retail Installment Sale Contracts and Finance L eases

Cat Financial periodically transfers certain finance receivables relating to retail installment sale contracts and finance leases
to special purpose entities (SPEs) as part of their asset-backed securitization program. The SPEs have limited purposes and
generally are only permitted to purchase the finance receivables, issue asset-backed securities and make payments on the
securities. The SPEs only issue a single series of securities and generally are dissolved when those securities have been paid
in full. The SPEs issue debt to pay for the finance receivables they acquire from Cat Financial. The primary source for
repayment of the debt is the cash flows generated from the finance receivables owned by the SPEs. The assets of the SPEs
are legally isolated and are not available to pay Cat Financial creditors. Cat Financial retains interests in the securitization
transactions, including subordinated certificates issued by the SPEs, rights to cash reserves, and residual interests. For
bankruptcy analysis purposes, Cat Financial has sold the finance receivables to the SPEs in a true sale and the SPEs are
separate legal entities. The investors and the SPEs have no recourse to any of Cat Financial’s other assets for failure of
debtors to pay when due.

In accordance with the new consolidation accounting guidance adopted on January 1, 2010, these SPEs were concluded to be
VIEs. Cat Financial determined that it was the primary beneficiary based on its power to direct activities through its role as
servicer and its obligation to absorb losses and right to receive benefits and therefore consolidated the entities using the
carrying amounts of the SPEs’ assets and liabilities.

The restricted assets (Receivables-finance, Long-term receivables-finance, Prepaid expenses and other current assets, and
Other assets) of these consolidated SPEs totaled $296 million at June 30, 2010. The liabilities (Accrued expenses, Long-term
debt due within one year-Financial Products, and Other liabilities) of these consolidated SPEs totaled $212 million at June
30, 2010.

Prior to January 1, 2010, the SPEs were considered to be QSPEs and thus not consolidated. Cat Financial’s retained interests
in the securitized assets were classified as available-for-sale securities and were included in Other assets in the Consolidated
Statement of Financial Position at fair value. Cat Financial estimated fair value and cash flows using a valuation model and
key assumptions for credit losses, prepayment rates and discount rates. These assumptions were based on Cat Financial’s
historical experience, market trends and anticipated performance relative to the particular assets securitized. Cat Financial
periodically evaluated for impairment and recognized the credit component of an other-than-temporary impairment in Profit
and the noncredit component in Accumulated other comprehensive income (loss) for those retained interests in which Cat
Financial did not intend to sell and it was not likely that they would be required to sell prior to recovery.
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The fair value of the retained interests in all securitizations of retail finance receivables outstanding totaled $102 million (cost
basis of $107 million) as of December 31, 2009. The fair value of the retained interests as of December 31, 2009 that have
been in a continuous unrealized loss position for twelve months or longer totaled $102 million (cost basis of $107 million).
Key assumptions used to determine the fair value of the retained interests as of December 31, 2009 were:

(Millions of dollars) December 31, 2009
Cash flow weighted-average discount rates on retained INTEreStS ..........coveveirieiiiiineiee e 7.7%t0 12.4%
Weighted-average mMaturity iN MONTNS ........cooiiiiiiii ettt sttt b b e s 22
EXPECLEU PrEPAYMENT FALE....c.viiitieieitiiteiteteiet ettt ettt ettt e e e e seebe e be st et e e essetaebesbesse b e e enseraebesbesbesseseenes 18.0%

N L=Tot (o ot =T [ [0SO 4.7% to 4.8%

During 2009, the assumptions used to determine the expected cash flows for Cat Financial’s securitization transactions were
revised, which resulted in other-than-temporary impairments to earnings of $9 million and $31 million during the three and
six months ended June 30, 2009. The impairment charge was recorded in Revenues of Financial Products on the
Consolidated Statement of Results of Operations. The impairments recognized in earnings were primarily driven by an
increase in the credit loss assumption due to the continuing adverse economic conditions in the U.S. The noncredit related
component of $15 million for the three and six months ended June 30, 2009, recorded in Accumulated other comprehensive
income (loss), was primarily driven by changes in discount rates.

To maintain competitiveness in the capital markets and to have effective and efficient use of alternative funding sources, Cat
Financial may elect to provide additional reserve support to previously issued asset-backed securitizations.

Cat Financial also retains servicing responsibilities and receives a servicing fee of approximately one percent of the
remaining value of the finance receivables for their servicing responsibilities.

Sales and Servicing of Trade Receivables
Our Machinery and Engines operations generate trade receivables from the sale of inventory to dealers and customers.
Certain of these receivables are sold to Cat Financial.

During 2009, Cat Financial sold interests in a certain pool of trade receivables through a revolving structure to third-party
commercial paper conduits, which are asset-backed commercial paper issuers that are special purpose entities (SPEs) of the
sponsor bank and are not consolidated by Cat Financial. Cat Financial services the sold trade receivables and receives an
annual servicing fee of approximately 0.5 percent of the average outstanding principal balance. Consolidated expenses of $2
million and $4 million related to the sale of trade receivables were recognized for the three and six months ended June 30,
20009, respectively, and are included in Other income (expense) in the Consolidated Statement of Results of Operations. As
of June 30, 2010 and December 31, 2009, there were no trade receivables sold to the third-party commercial paper conduits.

The cash collections from this pool of receivables are first applied to satisfy any obligations of Cat Financial to the third-
party commercial paper conduits. The third-party commercial paper conduits have no recourse to Cat Financial’s assets, other
than the remaining interest, for failure of debtors to pay when due.

Cash flows from sale of trade receivables:

Six Months Ended June 30,

(Millions of dollars) 2010 2009
Cash proceeds from sales of receivables to the CONAUILS ..........couoiriiiiiiiieeee e $— $791
Cash flows received on the interests that continue to be held..........ccooovceiiicii e $3,500 $4,496

Redeemable Noncontrolling Interest — Caterpillar Japan Ltd.

On August 1, 2008, Shin Caterpillar Mitsubishi Ltd. (SCM) completed the first phase of a share redemption plan whereby
SCM redeemed half of Mitsubishi Heavy Industries (MHI’s) shares in SCM. This resulted in Caterpillar owning 67 percent
of the outstanding shares of SCM and MHI owning the remaining 33 percent. As part of the share redemption, SCM was
renamed Caterpillar Japan Ltd. (Cat Japan). Both Cat Japan and MHI have options, exercisable beginning August 1, 2013, to
require the redemption of the remaining shares owned by MHI, which if exercised, would make Caterpillar the sole owner of
Cat Japan.
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The remaining 33 percent of Cat Japan owned by MHI has been reported as redeemable noncontrolling interest and classified
as mezzanine equity (temporary equity) in the Consolidated Statement of Financial Position. The redeemable noncontrolling
interest is reported at its estimated redemption value. Any adjustment to the redemption value impacts Profit employed in the
business, but does not impact Profit. If the fair value of the redeemable noncontrolling interest falls below the redemption
value, profit available to common stockholders would be reduced by the difference between the redemption value and the fair
value. This would result in lower profit in the profit per common share computation in that period. Reductions impacting the
profit per common share computation may be partially or fully reversed in subsequent periods if the fair value of the
redeemable noncontrolling interest increases relative to the redemption value. Such increases in profit per common share
would be limited to cumulative prior reductions. During the second quarter of 2009, the estimated redemption value
decreased, resulting in an adjustment to the carrying value of the redeemable noncontrolling interest. Profit employed in the
business increased by $37 million due to this adjustment. During the first and second quarters of 2010, the estimated
redemption value decreased, resulting in adjustments to the carrying value of the redeemable noncontrolling interest. Profit
employed in the business increased by $9 million in the first quarter and increased an additional $9 million in the second
quarter due to these adjustments. As of June 30, 2010, the fair value of the redeemable noncontrolling interest remained
greater than the estimated redemption value.

We estimate the fair value of the redeemable noncontrolling interest using a discounted five year forecasted cash flow with a
year-five residual value. Based on our current expectations for Cat Japan, we expect the fair value of the redeemable
noncontrolling interest to remain greater than the redemption value. However, if economic conditions deteriorate and Cat
Japan’s business forecast is negatively impacted, it is possible that the fair value of the redeemable noncontrolling interest
may fall below the estimated redemption value. Should this occur, profit would be reduced in the profit per common share
computation by the difference between the redemption value and the fair value. Lower long-term growth rates, reduced long-
term profitability as well as changes in interest rates, costs, pricing, capital expenditures and general market conditions may
reduce the fair value of the redeemable noncontrolling interest.

With the consolidation of Cat Japan’s results of operations, 33 percent of Cat Japan’s comprehensive income or loss is
attributed to the redeemable noncontrolling interest, impacting its carrying value. Because the redeemable noncontrolling
interest must be reported at its estimated future redemption value, the impact from attributing the comprehensive income or
loss is offset by adjusting the carrying value to the redemption value. This adjustment impacts Profit employed in the
business, but not Profit. For the six months ended June 30, 2009, the carrying value had decreased by $30 million due to Cat
Japan’s comprehensive loss. This resulted in an offsetting adjustment of $30 million to increase the carrying value to the
redemption value and a corresponding reduction to Profit employed in the business. For the six months ended June 30, 2010,
the carrying value had increased by $12 million due to Cat Japan’s comprehensive income. This resulted in an offsetting
adjustment of $12 million to decrease the carrying value to the redemption value and a corresponding increase to Profit
employed in the business. As Cat Japan’s functional currency is the Japanese yen, changes in exchange rates affect the
reported amount of the redeemable noncontrolling interest. At June 30, 2010, the redeemable noncontrolling interest was
$432 million.

Fair Value Measurements
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.
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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.

The guidance on fair value measurements expanded the definition of fair value to include 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 our 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 (Level 2 and 3), our fair value calculations have
been adjusted accordingly.

Available-for-sale securities

Our available-for-sale securities, primarily at Cat Insurance, 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 and option 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.

Securitized retained interests

The fair value of securitized retained interests is based upon a valuation model that calculates the present value of future
expected cash flows using key assumptions for credit losses, prepayment rates and discount rates. These assumptions are
based on our historical experience, market trends and anticipated performance relative to the particular assets securitized.

Guarantees

The fair value of guarantees is based upon the premium we 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.

Assets and liabilities measured at fair value, primarily related to Financial Products, included in our Consolidated Statement
of Financial Position as of June 30, 2010 and December 31, 2009 are summarized below:
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(Millions of dollars) June 30, 2010

Total
Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury BoNdS..........cccovverirenineineenseesee e $14 $— $— $14
Other U.S. and non-U.S. government bonds............cccceevvennenne — 69 — 69
Corporate bonds
Corporate bonds.................. — 492 — 492
Asset-backed securities — 147 — 147
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities............. — 280 — 280
Residential mortgage-backed securities............c..ccocevvenen — 47 — 47
Commercial mortgage-backed securities — 166 — 166
Equity securities
Large capitalization Value...........ccccooeirieiiiiiieieecec e 92 — — 92
Smaller company growth ..........cccccceeeneee 25 — — 25
Total available-for-sale securities .................. 131 1,201 — 1,332
Derivative financial instruments, net — 351 — 351
TOTAL ASSEES. ...ttt ettt ee st e et see s e e e eenenae e $131 $1,552 $— $1,683
Liabilities
GUATANTEES ....o.vevieeicveciecieeieie ettt ettt sttt be bt a e ene e $— $— $17 $17
Total Liabilities . ......cvveeieec e $— $— $17 $17
(Millions of dollars) December 31, 2009
Total
Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury BONGS........cc.ooveviiiiineiiicce s $14 $— $— $14
Other U.S. and non-U.S. government bonds............cc.ccevvevennne — 65 — 65
Corporate bonds
Corporate DONGS........cveiiiiiieieeee e — 475 — 475
Asset-backed SECUMTIES.......ccuevviieiicice e — 134 — 134
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities............. — 308 — 308
Residential mortgage-backed SeCUrities..........ccocevvvvrenerieiennn, — 51 — 51
Commercial mortgage-backed SeCUrtiesS.........ccccvviveiirierienanns — 162 — 162
Equity securities
Large capitalization value............cccooeiiininiiinicee 89 — — 89
Smaller company growth ..........ccccecevenee 24 — — 24
Total available-for-sale securities .................. 127 1,195 — 1,322
Derivative financial instruments, net — 236 — 236
Securitized retained interests............ccccoceeeee. — — 102 102
TOTAL ASSEES. ..ottt et $127 $1,431 $102 $1,660
Liabilities
GUAIANTEES ...ttt ettt $— $— $17 $17
Total Liabilities . .....vceeveeieeccee e $— $— $17 $17

Below are roll-forwards of assets and liabilities measured at fair value using Level 3 inputs for the six months ended June 30,
2010 and 2009. These instruments, primarily related to Cat Financial, were valued using pricing models that, in
management’s judgment, reflect the assumptions a marketplace participant would use.
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Securitized

Retained
(Millions of dollars) Interests Guarantees
Balance at DeceMBEr 31, 2009 .........oiiiiiieieiie ettt ettt ettt e s e et e e st e e e e et e e s e e st e e s e reraeesaeans $102 $17
Adjustment to adopt accounting for variable-interest entitieS.........ccccoevveveeeieecie s (102) —
1SSUANCE OF QUANANTEES .......eteieieeieeeic ettt ettt sb e et et e bt s besae e e e e s e eneenesreeaen — 4
EXPIration OF QUAIANTEES ........oiuiiiiiiieiiie ettt bttt — (4)
Balance at JUNE 30, 2000 .....ociieiieiiiiee sttt ettt e st e e s ettt e e st e e e s sttt e e s bt e e s sb e e e sttt e e e bt e e e rb e e e sbaeeearees $— $17
Balance at DeCEMDET 31, 2008 .........oooeieeeie ettt e e et e e e st e st e st e e st e e s eteesaeeseteesaenesaeesaeaan $52 $14
Gains or losses included in earnings (realized / unrealized).........c.ccooveeieivieciecie e (28) —
Changes in Accumulated other comprehensive inCoOme (10SS) .....cuvivvveiieicviecieiieeciece e (6) —
Purchases, issuances, and SELHIEMENTS .......oocveiii ittt e e s e s sbe e e s ereeeeeas 86 1
Balance at JUNE 30, 2009 ........oooiie ettt ettt et et e e et e e et e s e e et e st e e et e et e e s e e et e e s eeeraenreean $104 $15

The amount of unrealized losses on securitized retained interests included in earnings for the three and six months ended June
30, 2009 related to assets still held at June 30, 2009 was $7 million and $28 million, respectively. These losses were reported
in Revenues of Financial Products in the Consolidated Statement of Results of Operations.

In addition to the amounts above, we had impaired loans of $240 million and $208 million as of June 30, 2010 and
December 31, 2009, respectively. 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 is 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.

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 Machinery and Engines fixed rate debt was estimated based on quoted market prices. For Financial Products,

fixed and floating rate debt was estimated based on quoted market prices. Commercial paper carrying amounts approximated
fair value. For deposit obligations, carrying value approximated fair value.

Please refer to the table below for the fair values of our financial instruments.
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Fair Values of Financial Instruments

June 30, December 31,
2010 2009
Carrying Fair Carrying Fair
(Millions of dollars) Amount Value Amount Value Reference
Assets
Cash and short-term inVestments ..........ccccoeeveveiirienenerics e $3,597 $3,597 $4,867 $4,867
Restricted cash and short-term investments ............cccoeevveeviennns 135 135 37 37
Available-for-sale SECUNItIES.........coveivcuiiiiiiiiccriec e 1,332 1,332 1,322 1,322 Note 8
Finance receivables—net (excluding finance Ieasesl) .................. 12,786 12,325 13,077 12,604
Wholesale inventory receivables—net (excluding
fINANCE 1RASESY) ....voveoeeeeieeeeseeeeeeee e 910 864 660 628
Foreign currency CONtraCtS—net .........ccocooereirieneieneieeee e 143 143 192 192 Note 4
INterest rate SWapPS—NEt.......cccoiiirririeiesee e 205 205 34 34 Note 4
Commodity CONTACIS—NEL .....cveiiiieiieie e 3 3 10 10 Note 4
Securitized retained INtErestS.........ccovvviierierieieiireseseeee e — — 102 102 Note 15
Liabilities
Short-term DOrrOWINGS ......ccv i 3,647 3,647 4,083 4,083
Long-term debt (including amounts due within one year)
Machinery and ENQINeS.........cooovvereiineinene e 5,262 6,321 5,954 6,674
Financial Products..........cccooieeie it 20,244 21,312 21,594 22,367
GUANANTEES ...eviee ittt ettt et e et e e et e e e sbe e e e eare e e saneeas 17 17 17 17 Note 10

! Total excluded items have a net carrying value at June 30, 2010 and December 31, 2009 of $7,166 million and $7,780 million,

respectively.

Employee separation charges

In 2009, we reported employee separation charges of $481 million in Other operating (income) expenses in the Consolidated
Statement of Results of Operations related to various voluntary and involuntary separation programs. These programs were
in response to a sharp decline in sales volume due to the global recession.

For the three and six months ended June 30, 2010, we recognized employee separation charges of $20 million in Other
operating (income) expenses in the Consolidated Statement of Results of Operations primarily related to involuntary
separations due to the streamlining of our corporate structure as announced in the second quarter. In addition, see Note 3 for
information regarding stock-based compensation cost associated with the modification of equity awards for employees
affected by the separations.

Our accounting for separations is dependent upon how the particular program is designed. For voluntary programs, eligible
separation costs are recognized at the time of employee acceptance. For involuntary programs, eligible costs are recognized
when management has approved the program, the affected employees have been properly identified and the costs are
estimable.

The following table summarizes the 2009 and 2010 separation activity by geographic region:

Machinery and Engines

North Latin Asia Financial
(Millions of dollars) America America EAME Pacific Products’ _ Total
Liability balance at December 31, 2008 ...........ccccoeevrvrrervrinennnns $4 $2 $5 $— $— $11
Increase in liability (separation charges)? ..........ccccoeevvevvervenens $323 $15 $102 $31 $10  $481
Reduction in liability (payments and other adjustments)............. (313) 17) (78) (25) (10)  (443)
Liability balance at December 31, 2009 .........c.cccvveivrvrervrieennns $14 $— $29 $6 $— $49
Increase in liability (separation charges).........cc.ccoceeveveveieirnrinn. $15 $— $2 $3 $— $20
Reduction in liability (payments and other adjustments)............. (13) — (16) (6) — (35)
Liability balance at June 30, 2010 .......ccccooveveriveneieeeee e $16 $— $15 $3 $— $34

Includes $8 million for North America and $2 million for EAME.
2 Includes $442 million for the six months ended June 30, 20009.
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The remaining liability balances as of June 30, 2010 represent costs for employees that have either not yet separated from the
Company or their full severance has not yet been paid. The majority of these remaining costs are expected to be paid during
2010.

In addition to the 2009 separation charges noted above, we reported $225 million ($201 million for the six months ended
June 30, 2009) of costs associated with certain pension and other postretirement benefit plans, which were also recognized in
Other operating (income) expenses in the Consolidated Statement of Results of Operations. See Note 9 for additional
information.

The majority of the separation charges, made up primarily of cash severance payments, pension and other postretirement
benefit costs, and stock-based compensation costs noted above were not assigned to operating segments. They are included
in the reconciliation of total accountable profit from reportable segments to total profit (loss) before taxes. See Note 14 for
additional details surrounding this reconciliation.

Business combinations
FCM Rail Ltd.

In May 2010, we acquired 100 percent of the equity in privately held FCM Rail Ltd. (FCM) for approximately $97 million,
including the assumption of $59 million in debt. We paid $32 million at closing with an additional $6 million to be paid by
May 2012. FCM is one of the largest lessors of maintenance-of-way (MOW) equipment in the United States, and is located
in Fenton, Michigan. This acquisition strengthens Progress Rail’s position in the MOW industry by expanding its service
offerings.

The transaction was financed with available cash. Tangible assets acquired of $93 million, primarily consisting of property,
plant and equipment, were recorded at their fair values. Finite-lived intangible assets acquired of $10 million related to
customer relationships are being amortized on a straight-line basis over 15 years.  Liabilities assumed of $81 million,
including $59 million of assumed debt, were recorded at their fair values. Goodwill of $16 million, non-deductible for
income tax purposes, represents the excess of cost over the fair value of net tangible and finite-lived intangible assets
acquired. These values represent a preliminary allocation of the purchase price subject to finalization of post-closing
procedures. The results of the acquired business for the period from the acquisition date are included in the accompanying
consolidated financial statements and reported in the “All Other” category in Note 14. Assuming this transaction had been
made at the beginning of any period presented, the consolidated pro forma results would not be materially different from
reported results.

GE Transportation’s Inspection Products Business

In March 2010, we acquired the Inspection Products business from GE Transportation’s Intelligent Control Systems division
for approximately $45 million. The acquired business has operations located primarily in the United States, Germany and
Italy that design, manufacture and sell hot wheel and hot box detectors, data acquisition systems, draggers and other related
inspection products for the global freight and passenger rail industries. The acquisition supports our strategic initiative to
expand the scope and product range of our rail signaling business and will provide a foundation for further global expansion
of this business.

The transaction was financed with available cash. Tangible assets acquired of $12 million and liabilities assumed of $9
million were recorded at their fair values. Finite-lived intangible assets acquired of $28 million related to customer
relationships and intellectual property are being amortized on a straight-line basis over a weighted-average amortization
period of approximately 13 years. Goodwill of $14 million, approximately $8 million of which is deductible for income tax
purposes, represents the excess cost over the fair value of the net tangible and finite-lived intangible assets acquired. These
values represent a preliminary allocation of the purchase price subject to finalization of post-closing procedures. The results
of the acquired business for the period from the acquisition date are included in the accompanying consolidated financial
statements and are reported in the “All Other” category in Note 14. Assuming this transaction had been made at the
beginning of any period presented, the consolidated pro forma results would not be materially different from reported results.
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JCS Company, Ltd.

In March 2010, we acquired 100 percent of the equity in privately held JCS Company Ltd. (JCS) for approximately $34
million, consisting of $32 million paid at closing and an additional $2 million post-closing adjustment paid in June
2010. Based in Pyongtaek, South Korea, JCS is a leading manufacturer of centrifugally cast metal face seals used in many of
the idlers and rollers contained in our undercarriage components. JCS is also a large supplier of seals to external customers in
Asia and presents the opportunity to expand our customer base. The purchase of this business provides Caterpillar access to
proprietary technology and expertise which we will be able to replicate across our own seal production processes.

The transaction was financed with available cash. Tangible assets acquired of $22 million and liabilities assumed of $8
million were recorded at their fair values. Finite-lived intangible assets acquired of $12 million related to intellectual property
and customer relationships are being amortized on a straight-line basis over a weighted-average amortization period of
approximately 9 years. Goodwill of $8 million, non-deductible for income tax purposes, represents the excess of cost over the
fair value of net tangible and finite-lived intangible assets acquired. The results of the acquired business for the period from
the acquisition date are included in the accompanying consolidated financial statements and reported in the “Core
Components” segment in Note 14. Assuming this transaction had been made at the beginning of any period presented, the
consolidated pro forma results would not be materially different from reported results.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

We reported a second-quarter 2010 profit of $1.09 per share, an increase of $0.49 per share from a profit of $0.60 per share in the
second quarter of 2009. Profit of $707 million was 91 percent higher than second-quarter 2009 profit of $371 million. Sales and
revenues of $10.409 billion were up 31 percent from $7.975 billion in the second quarter of 2009.

Profit per share for the six months ended June 30, 2010 was $1.46 per share, an increase of $1.04 per share from a profit of $0.42 per
share for the six months ended June 30, 2009. Profit of $940 million was 263 percent higher than profit of $259 million for the six
months ended June 30, 2009. Sales and revenues for the six months ended June 30, 2010 were $18.647 billion, up $1.447 billion, or 8
percent, from the six months ended June 30, 2009.

We have been focused on increasing production in response to higher demand from our customers, particularly in developing
economies, managing costs and improving cash flow. The results can be seen in our second quarter—sales and revenues increased,
operating profit as a percent of sales more than doubled, and Machinery and Engines operating cash flow and our debt-to-capital
ratio strengthened.

Sales and revenues were up $2.434 billion from the second quarter of 2009. Sales volume improved $2.259 billion, price realization
was favorable $187 million, and the impact of currency added $23 million. Financial Products revenues were down $35 million.
Profit was up $336 million from the second quarter of 2009. The increase was primarily the result of higher sales volume, improved
operating efficiencies and favorable price realization, partially offset by higher taxes, provisions for incentive compensation and the
absence of $110 million of LIFO inventory decrement benefits from the second quarter of 20009.

Highlights for the second quarter of 2010 include:

. Second-quarter sales and revenues of $10.409 billion were 31 percent higher than the second quarter of 2009, led by strong
growth in developing economies.

o Machinery sales increased 55 percent due to the absence of dealer inventory reductions that occurred in the second quarter of
2009, higher end-user demand and better price realization.

. Engines sales increased 3 percent, and Financial Products revenues declined 5 percent from the second quarter of 2009.

° Manufacturing costs improved $316 million. Excluding LIFO inventory decrement benefits of $110 million in the second
quarter of 2009, manufacturing costs improved $426 million.

. Machinery and Engines operating cash flow was $2.357 billion through the first half of 2010, compared with $583 million
through the first half of 2009.

. Machinery and Engines debt-to-capital ratio was 41.9 percent at the end of the second quarter of 2010, compared to 53.1 percent
at the end of the second quarter of 2009 and 47.2 percent at year-end 2009.

Outlook

We have improved our outlook for 2010 by raising the sales and revenues range and increasing profit expectations. Sales and
revenues are now expected to be in a range of $39 to $42 billion, with a midpoint of $40.5 billion. The increased 2010 profit outlook
is a range of $3.15 to $3.85 per share, with a midpoint of $3.50 per share. The previous sales and revenues outlook was a range of
$38 to $42 billion, and the previous profit outlook range was $2.50 to $3.25 per share.

The increased outlook for 2010 reflects an increase in sales and revenues and a more significant increase in profit—a result of our
continuing focus on cost management and profit improvement. While significant economic concerns remain around the world, orders
have continued to outpace our shipments, and we expect to increase production in the second half of the year.

We continue to be positive about the longer-term prospects for many of the industries we serve—like mining, energy, infrastructure,

electric power and rail. This year we have made several announcements related to increasing capacity and expanding our line-up of
products and services.
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The initiatives announced include:
. A new excavator facility to increase production capacity in the United States.

. An agreement to acquire Electro-Motive Diesel (EMD), which has the largest installed base of diesel-electric locomotives in
the world.

. A multi-year investment of nearly $700 million supporting mining customers, including a full line of mining shovels and
capacity expansion for mining trucks made in the United States and India.

° A 400-percent increase in excavator production capacity over the next several years in Xuzhou, China.
. A new facility for small wheel loader and backhoe loader manufacturing in Brazil.

We expect these investments will position the company for continued global leadership and growth.

Notes:

- Glossary of terms is included on pages 58-59; first occurrence of terms shown in bold italics.
- Information on non-GAAP financial measures, including the treatment of redundancy costs, is included on page 69.
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Consolidated Results of Operations

THREE MONTHS ENDED JUNE 30, 2010 COMPARED WITH THREE MONTHS ENDED JUNE 30, 2009

SALES AND REVENUES

Consolidated Sales and Revenues Comparison
Second Quarter 2010 vs. Second Quarter 2009
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between second quarter 2009 (at left) and second quarter 2010 (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 for the second quarter of 2010 were $10.409 billion, up $2.434 billion, or 31 percent, from the second quarter of
2009. Machinery sales volume was up $2.232 billion due to the absence of dealer inventory reductions that occurred in the second
quarter of 2009 and higher end-user demand. Engines volume increased $27 million. Price realization improved $187 million, and
currency had a positive impact on sales of $23 million. Financial Products revenues decreased $35 million.

Our integrated service businesses tend to be more stable through the business cycle than new machines and engines. Second-quarter
sales and revenues for these businesses were higher compared to the second quarter of 2009. However, with the increase in sales of
new machines this quarter, integrated service businesses represented a lower percent of total company sales and revenues than the
prior period. These businesses represented about 40 percent of total company sales and revenues in the second quarter of 2010, down
from about 46 percent in the second quarter of 2009.
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Sales and Revenues by Geographic Region

% North % Latin % % Asia/ %
(Millions of dollars) Total Change America Change America Change EAME Change Pacific Change
Second Quarter 2010

Machinery 55% $2,478 43% $1,158 116% $1,374 36% $1,723 62%
Engines1 ......................... 3% 1,059 4% 361 42% 924 (15)% 646 17%
Financial Products?........ 686 5)% 402 M% 71 5)% 107 (14)% 106 16%
$10,409 31% $3,939 24% $1,590 83 % $2,405 8% $2,475 45%
Second Quarter 2009
Machinery $4,338 $1,730 $537 $1,010 $1,061
Engines1 ......................... 2,916 1,020 255 1,090 551
Financial Products®........ 721 431 75 124 91
$7,975 $3,181 $867 $2,224 $1,703

Does not include internal engines transfers of $602 million and $319 million in second quarter 2010 and 2009, respectively. Internal engines
transfers are valued at prices comparable to those for unrelated parties.

Does not include internal revenues earned from Machinery and Engines of $67 million and $93 million in second quarter 2010 and 2009,
respectively.

Machinery Sales - Sales were $6.733 billion, an increase of $2.395 billion, or 55 percent, from the second quarter of 2009.

) Sales volume increased $2.232 billion.

. Price realization increased $131 million.

) Currency increased sales by $32 million.

. Geographic mix between regions (included in price realization) was $4 million unfavorable.

. Dealer-reported inventories were about flat during the quarter compared with a reduction of almost $1.2 billion in the second

quarter of 2009. Absence of the 2009 inventory change was a contributor to higher sales volume. Dealer inventory levels were
well below the second quarter of 2009, and months of supply were the lowest in at least 10 years.

. For the first time since the second quarter of 2008, dealers reported increased deliveries to end users. Factors underlying this
change included low interest rates, continued economic recoveries in most countries, increased construction in some countries
and higher metals and energy prices.

. Reported deliveries in the developed economies showed an increasing trend during the quarter, even though most economic
recoveries were modest. We believe this improvement reflects a willingness by end users to resume fleet replacements after
significantly lowering purchases over the last two years.

. Overall sales volume grew in all regions and in most countries within those regions.

North America — Sales increased $748 million, or 43 percent.

o Sales volume increased $683 million.

. Price realization increased $64 million.

) Currency increased sales by $1 million.

. Dealers reduced reported inventories during the second quarter of 2010, but at a lower rate than in the second quarter of 2009.

This change contributed to higher sales volume. Dealer inventories were about half the second quarter 2009 levels, and months
of supply were the lowest in at least 10 years.
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An increase in deliveries to end users, as reported by dealers, was the most significant contributor to the growth in sales
volume. Economic recoveries in both the United States and Canada led to increased output in some key industries, which we
believe encouraged buying.

Increases in dealer deliveries were greater than the modest increases in economic activity might suggest. We believe that low
interest rates and increased confidence encouraged users to moderate the shrinking and aging of fleets that started in early 2006.

Housing starts in the United States were 12 percent higher than last year and new single-family units available for sale were the
lowest since 1970. Canadian housing starts were up 54 percent. Increased housing construction and some signs that home
prices are stabilizing contributed to increased sales of smaller machines.

U.S. nonresidential building contracting, which tends to lag economic recoveries, fell 27 percent from the second quarter of
2009. Lower commercial property prices and low industrial capacity utilization were contributing factors. Nonresidential
construction in Canada declined 3 percent.

Spending for highway construction increased slightly in the second quarter compared to the second quarter of 2009. Funding
provided by the U.S. government’s recovery program helped offset pressure on state and local government budgets.

U.S. nonmetals mining and quarry production increased 6 percent, and Canadian producers increased quarry output 2 percent.
Modest production gains benefited sales of quarry products.

Metals prices were 50 percent higher than last year, causing U.S. metals mines to increase production 8 percent. These factors
helped increase sales of mining equipment.

Central Appalachian coal prices averaged almost $63 per ton during the quarter and were 27 percent higher than the second
quarter of 2009. U.S. coal production increased 3 percent during the quarter, and Canadian production has risen significantly so
far this year. An improved coal sector further increased mining sales.

Lumber prices rose 56 percent, encouraging a 20-percent increase in U.S. production and a 29-percent gain in Canadian
production. Sales of forestry products increased to support this demand.

Latin America — Sales increased $621 million, or 116 percent.

Sales volume increased $547 million.
Price realization increased $38 million.
Currency increased sales by $36 million.

Dealers reported increases in their inventories during the quarter compared with a drawdown in the second quarter of 2009.
This change, taken to prepare for a better economic environment, accounted for most of the growth in sales volume.

Dealer inventories were about the same as a year earlier. Inventories in months of supply were the lowest in at least 10 years.

Dealers also reported higher deliveries to end users, a result of continuing economic recoveries and higher commodity prices.
Industrial production increased in most countries, mining output rose and oil production was up 2 percent.

Brazil had the largest increase in sales volume in Latin America. Interest rates averaged lower than last year, a major factor in
the 16-percent increase in industrial production. Mining output increased 17 percent, driven by a 44-percent gain in iron ore.

Sales volume increased significantly in Chile, despite the recent earthquake’s unfavorable impact on some sectors of the
economy. Interest rates were lower than last year, and significantly higher copper prices contributed to higher copper export
revenues.

EAME - Sales increased $364 million, or 36 percent.

Sales volume increased $402 million.
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Price realization decreased $13 million.
Currency decreased sales by $25 million.

Dealer-reported inventories were about flat during the quarter compared with a reduction in the second quarter of 2009. This
change accounted for most of the sales volume growth.

Both inventories and months of supply were well below last year. Months of supply was also slightly below the historical
average.

European economies reflected some strengthening, as indicated by faster growth in industrial production and favorable surveys
of business expectations. Housing starts also improved in several countries.

Dealers in Europe reported an increase in deliveries in the second quarter of 2010 compared to the second quarter of 2009.
The economic environment was favorable in Africa/Middle East. Recoveries were underway in the large economies of Turkey
and South Africa, favorable metals prices benefited mining production and regional oil revenues increased in response to higher

oil prices and production.

Economic activity in the Commonwealth of Independent States (CIS) is improving. Positive factors included increased
government spending, higher mining output and 3-percent growth in crude oil production.

Asia/Pacific — Sales increased $662 million, or 62 percent.

Sales volume increased $596 million.

Price realization increased $46 million.

Currency increased sales by $20 million.

Dealer-reported inventories were about flat during the quarter compared to a reduction in the second quarter of 2009. This
change positively benefited sales volume. Inventories were below last year in both dollars and months of supply; months of

supply was also below the historical average.

Most of the increase in sales volume resulted from dealers reporting higher deliveries to end users. Asian economies were
recovering, which benefited construction, and higher metals prices encouraged investment in the mining industry.

China had a large increase in sales volume, and deliveries remained near record highs. Although the government acted to
control the recovery, lending increased 21 percent, and industrial production was up 16 percent. Both construction spending
and coal production increased more than 20 percent.

Lower interest rates in Indonesia contributed to economic growth. Construction spending increased, leading to a gain in sales
volume.

Australian coal prices rose 50 percent, prompting mines to expand production. In response to economic growth, housing
permits increased 31 percent. These factors contributed to the growth in sales volume.

In Japan, industrial production was 23 percent higher than last year, and orders for new housing rose 5 percent.

Engines Sales — Sales were $2.990 billion, an increase of $74 million, or 3 percent, from the second quarter of 2009.

Sales volume increased $27 million.
Price realization increased $56 million.

Currency decreased sales by $9 million.
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° Geographic mix between regions (included in price realization) was $7 million favorable.
. Dealer inventories and months of supply were down from the second quarter of 2009.

North America — Sales increased $39 million, or 4 percent.

. Sales volume increased $54 million.
. Price realization decreased $15 million.
. Sales volume in North America was relatively flat. Engine sales for industrial applications were the most significant positive

contributor, coming off depressed levels in the second quarter of 2009.
Latin America — Sales increased $106 million, or 42 percent.

Sales volume increased $95 million.

Price realization increased $7 million.

Currency increased sales by $4 million.

Sales for petroleum applications increased 16 percent due to higher turbine sales from one large order.

Sales of electric power applications increased 109 percent due to higher turbine sales from one large order and modest
improvements in industry demand.

EAME — Sales decreased $166 million, or 15 percent.

. Sales volume decreased $189 million.

. Price realization increased $32 million.

. Currency decreased sales by $9 million.

. Sales for electric power applications increased 11 percent primarily due to increased turbine sales.

. Sales for petroleum applications decreased 44 percent primarily due to lower turbine sales and a slowdown in demand for

engines used in production applications and land-based drilling.
. Sales for marine applications decreased 36 percent due to weak industry demand and a declining order backlog.
. Sales for industrial applications increased 8 percent due to higher demand in construction and agricultural applications.

Asia/Pacific — Sales increased $95 million, or 17 percent.

. Sales volume increased $74 million.

. Price realization increased $25 million.

) Currency decreased sales by $4 million.

. Sales for petroleum applications increased 16 percent primarily due to higher turbine sales.

. Sales for electric power applications increased 64 percent primarily due to higher turbine sales and increased demand

throughout the region.
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. Sales for marine applications decreased 15 percent due to weak industry demand, partially offset by higher sales for workboat
and general cargo vessels.

Financial Products Revenues - Revenues were $686 million, a decrease of $35 million, or 5 percent, from the second quarter of
20009.

. Revenues decreased $59 million due to a decrease in average earning assets, partially offset by an increase of $14 million due
to the favorable impact of higher interest rates on new and existing finance receivables.

. Other revenues at Cat Financial increased $8 million. The increase was due to a $12 million favorable impact from returned

and repossessed equipment and the absence of a $9 million write-down on retained interests related to the securitized asset
portfolio in the second quarter of 2009, partially offset by the unfavorable impact from various other revenue items.

OPERATING PROFIT

Consolidated Operating Profit Comparison
Second Quarter 2010 vs. Second Quarter 2009
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between second quarter 2009 (at left) and second quarter 2010 (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/M&E Redundancy includes the operating profit impact of
consolidating adjustments and Machinery and Engines other operating (income) expenses, which include Machinery and Engines redundancy costs.

Operating profit in the second quarter of 2010 was $977 million compared to $347 million in the second quarter of 2009. The
improvement was primarily the result of higher sales volume, which includes the impact of an unfavorable mix of products, lower
manufacturing costs and better price realization. The improvements were partially offset by higher selling, general and administrative
(SG&A) and research and development (R&D) expenses and an unfavorable impact of currency.

Manufacturing costs improved $316 million primarily due to variable labor and burden efficiencies and lower warranty and material
costs, partially offset by the absence of $110 million of LIFO inventory decrement benefits.

SG&A and R&D expenses increased by $217 million primarily due to provisions related to incentive pay and increased expense to
support product development programs related to EPA Tier 4 emissions requirements.

Currency had a $77 million negative impact on operating profit as the negative impact on costs more than offset the benefit to sales.

Redundancy costs were $85 million in the second quarter of 2009.
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Operating Profit (Loss) by Principal Line of Business

Second Quarter Second Quarter $ %
(Millions of dollars) 2010 2009 Change Change
MACHINETYY ...t $477 $(252) $729 —
ENGINEST ...t 462 555 (93) 17)%
FINaNCial ProQUCTS ........cviiiiiiiicicicec et 92 127 (35) (28)%
Consolidating AdJUSTMENES.........cveviviviriiiiiee e (54) (83) 29
Consolidated OPerating Profit ............occooiveieeveeseseessesresseeseessssisseesssnens $977 $347 $630 182%

! Caterpillar operations are highly integrated; therefore, the company uses a number of allocations to determine lines of business operating profit for

Machinery and Engines.

Operating Profit/Loss by Principal Line of Business

Machinery operating profit was $477 million compared to an operating loss of $252 million in the second quarter of 2009.
Positive factors included higher sales volume, which includes the impact of an unfavorable mix of products, lower
manufacturing costs (despite the absence of LIFO decrement benefits) and improved price realization. These improvements
were partially offset by higher SG&A and R&D expenses.

Engines operating profit of $462 million was down $93 million from the second quarter of 2009. Higher SG&A and R&D
expenses and lower sales volume, which includes the impact of an unfavorable mix of products, were partially offset by lower
manufacturing costs and improved price realization.

Financial Products operating profit of $92 million was down $35 million, or 28 percent, from the second quarter of 2009. The
decrease was primarily attributable to a $26 million unfavorable impact from lower average earning assets and a $12 million
increase in SG&A expenses (excluding the provision for credit losses).

Other Profit/Loss ltems

Interest expense excluding Financial Products decreased $28 million from the second quarter of 2009.

Other income/expense was income of $50 million compared with income of $163 million in the second quarter of 2009. The
decrease was primarily caused by an unfavorable impact from currency exchange gains and losses.

The provision for income taxes in the second quarter of 2010 reflects an estimated annual effective tax rate of 29 percent,
excluding the items discussed below, compared to an actual tax rate of 10 percent for the second quarter of 2009. The 2010
estimated annual tax rate is expected to be less than the U.S. tax rate of 35 percent primarily due to profits in tax jurisdictions
with rates lower than the U.S. rate. The 2010 estimated annual tax rate is based on current tax law and therefore does not
include the U.S. research and development tax credit and other benefits that have not been extended past 2009.

The provision for income taxes in the second quarter of 2010 also includes a $34 million benefit related to the recognition of
refund claims for prior tax years, a $26 million benefit for the release of a valuation allowance against the deferred tax assets of
certain non-U.S. entities due to tax planning actions implemented in the second quarter of 2010, and a $5 million benefit related
to the first three months of 2010 for a decrease in the estimated annual tax rate from 30 to 29 percent.

Profit (loss) attributable to noncontrolling interests negatively impacted profit by $37 million from the second quarter of

2009, primarily due to improved financial performance of Caterpillar Japan Ltd. (Cat Japan). We own two-thirds of Cat
Japan, meaning one-third of its profits or losses are attributable to our partner, Mitsubishi Heavy Industries.
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SIX MONTHS ENDED JUNE 30, 2010 COMPARED WITH SIX MONTHS ENDED JUNE 30, 2009

SALES AND REVENUES
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between six months ended June 30, 2009 (at left) and the six months
ended June 30, 2010 (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 for the six months ended June 30, 2010 were $18.647 billion, up $1.447 billion, or 8 percent, from the six months
ended June 30, 2009. Machinery sales volume was up $1.937 billion due to absence of dealer inventory reductions that occurred in
the first half of 2009 and higher end-user demand. Engines volume decreased $951 million. Price realization improved $359 million,
and currency had a positive impact on sales of $165 million. Financial Products revenues decreased $63 million.

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, 2010
Machinery.........c.ccceueee. $11,995 24% $4,368 11% $1,899 55% $2,358 4% $3,370 51%
Engines* 5,279 (13)% 1,814 (12)% 557 7% 1,742 (25)% 1,166 —
Financial Products®........ 1,373 (4% 804 (8)% 144 12% 222 (9)% 203 9%

$18,647 8% $6,986 1% $2,600 39% $4,322 (11)% $4,739 32%
Six months ended
June 30, 2009
Machinery.........cccc.c...... $9,680 $3,946 $1,227 $2,268 $2,239
ENgines®.....coevevverereeene. 6,084 2,073 521 2,325 1,165
Financial Products®........ 1,436 876 129 244 187

$17,200 $6,895 $1,877 $4,837 $3,591

respectively. Internal engines transfers are valued at prices comparable to those for unrelated parties.

respectively.

Does not include internal engines transfers of $1,103 million and $755 million in the six months ended June 30, 2010 and 2009,

Does not include internal revenues earned from Machinery and Engines of $126 million and $174 million in the six months ended 2010 and 2009,
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Machinery Sales - Sales of $11.995 billion increased $2.315 billion, or 24 percent, from the six months ended June 30, 2009.

) Sales volume increased $1.937 billion.

) Price realization increased $246 million.

o Currency increased sales by $132 million.

. Geographic mix between regions (included in price realization) was $31 million unfavorable.

. Volume comparisons differed markedly between quarters. Volume declined in the first quarter due to dealers reporting lower
deliveries to end users. In the second quarter, volume increased sufficiently to allow a large first-half gain.

. Dealer-reported inventories were about flat during the first half of 2010 compared with a reduction of about $1.5 billion in the
first half of 2009. Absence of the 2009 inventory change was the primary reason for higher sales volume.

North America — Sales increased $422 million, or 11 percent.

. Sales volume increased $322 million.
. Price realization increased $98 million.
. Currency increased sales by $2 million.

. The gain in sales volume resulted from an increase in dealer deliveries to end users. This improvement occurred in response to
low interest rates and some improvement in economic activity.

. U.S. housing starts averaged 14 percent higher than last year, and new home sales rose slightly. Sales of new single-family
units outpaced starts, driving the inventory of unsold homes to a 40-year low. The Canadian housing recovery has been much
stronger, with starts up 52 percent in the first half. These factors contributed to an increase in sales of smaller machines.

. U.S. nonresidential building contracting fell 20 percent due to weak commercial property prices and low industrial capacity
utilization. Highway construction contracting increased 16 percent, benefiting from the Federal government’s recovery
program.

o Metals prices increased 62 percent, leading to a 3-percent increase in U.S. metals production. Gains were concentrated in the

second quarter.

. Central Appalachian coal prices averaged 14 percent higher; however, a weak first quarter resulted in a 2-percent decline in
U.S. coal production in the first half of 2010 compared to the first half of 2009. In contrast, Canadian production expanded 40
percent.

Latin America — Sales increased $672 million, or 55 percent.

. Sales volume increased $521 million.

o Price realization increased $75 million.

o Currency increased sales by $76 million.

. Dealers reported increases in their inventories during the first half, a change from the large reduction made last year. This

difference in inventory practices, taken to prepare for a better economic environment, accounted for the growth in sales volume.

. Factors underlying the improvement in volume included low interest rates, higher commodity prices and strong economic
recoveries. Both construction spending and mining output improved.
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Brazil was the biggest contributor to higher sales volume. Construction increased 15 percent in the first quarter, the latest data
available, and mine production increased 18 percent.

EAME - Sales increased $90 million, or 4 percent.

Sales volume increased $111 million.
Price realization decreased $36 million.
Currency increased sales by $15 million.

Sales volume increased due to a strong second quarter. Growth occurred because dealers reduced reported inventories much
less than a year earlier. Better economic conditions encouraged dealers to alter their inventory practices.

Sales volume increased in Europe and AME. In Europe low interest rates and some economic recovery contributed to the gain.
An economic recovery in Turkey and higher oil prices led to growth in AME.

Asia/Pacific — Sales increased $1.131 billion, or 51 percent.

Sales volume increased $952 million.
Price realization increased $140 million.
Currency increased sales by $39 million.

Dealers reported modest increases in their inventories in the first half of 2010 in contrast to reductions last year. This change
was a significant contributor to the increased sales volume.

Dealers reported much higher deliveries to end users, further increasing sales volume. Asian economies were in strong
economic recoveries, which benefited construction, and higher metals and coal prices encouraged investment in the mining
industry. Sales volume increased in most countries.

China had the largest increase in sales volume due to a strong economic recovery. The government’s stimulus program, with
its focus on infrastructure development, benefited construction.

In Australia, higher coal prices caused mines to increase output, and housing benefited from better economic conditions. These
factors contributed to the growth in sales volume.

Engines Sales — Sales of $5.279 billion decreased $805 million, or 13 percent, from the six months ended June 30, 2009.

Sales volume decreased $951 million.

Price realization increased $113 million.

Currency increased sales by $33 million.

Geographic mix between regions (included in price realization) was $8 million favorable.

Dealer-reported inventories and months of supply were down, as dealer deliveries declined.

North America — Sales decreased $259 million, or 12 percent.

Sales volume decreased $259 million.
Price realization decreased $1 million.

Currency increased sales by $1 million.
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Sales for petroleum applications decreased 28 percent primarily due to a decline in sales of engines used for gas compression
and drilling, partially offset by higher turbine sales.

Sales for electric power applications decreased 24 percent due to weak industry demand and lower turbine sales.

Sales for industrial applications increased 10 percent based on higher construction and infrastructure activity.

Latin America — Sales increased $36 million, or 7 percent.

Sales volume increased $19 million.

Price realization increased $9 million.

Currency increased sales by $8 million.

Sales of electric power applications increased 59 percent due to higher turbine sales and increases in dealer inventories.

Sales for petroleum applications decreased 17 percent due to lower turbine sales and a slowdown in demand for production
power applications.

EAME — Sales decreased $583 million, or 25 percent.

Sales volume decreased $658 million.

Price realization increased $53 million.

Currency increased sales by $22 million.

Sales for electric power applications decreased 17 percent due to weak industry demand and dealer efforts to reduce inventory.

Sales for petroleum applications decreased 43 percent primarily due to lower turbine sales as well as a slowdown in demand for
engines used in production applications and land-based drilling.

Sales for marine applications decreased 34 percent due to weak industry demand and a declining order backlog.

Sales for industrial applications decreased 3 percent due to lower demand in construction and agricultural applications.

Asia/Pacific — Sales increased $1 million.

Sales volume decreased $45 million.

Price realization increased $44 million.

Currency increased sales by $2 million.

Sales for electric power applications increased by 11 percent due to higher turbine sales.

Sales for industrial applications increased 56 percent primarily due to increased demand from Original Equipment
Manufacturers (OEMs).

Sales for marine applications decreased 16 percent due to weak industry demand, partially offset by higher sales for workboat
and general cargo vessels.

Sales for petroleum applications decreased 4 percent primarily due to lower turbine sales and continued slowdown in Chinese
land-based drill activity.
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Financial Products Revenues - Revenues of $1.373 billion decreased $63 million, or 4 percent, from the six months ended June 30,
20009.

. Revenues decreased $112 million due to a decrease in average earning assets, partially offset by an increase of $30 million due
to the favorable impact of higher interest rates on new and existing finance receivables.

. Other revenues at Cat Financial increased $14 million. The increase was due to the absence of $31 million in write-downs on
retained interests related to the securitized asset portfolio in 2009, partially offset by the unfavorable impact from various other
revenue items.

OPERATING PROFIT

Consolidated Operating Profit Comparison
June 2010 YTD vs. June 2009 YTD
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between six months ended June 30, 2009 (at left) and six months ended
June 30, 2010 (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/M&E Redundancy includes the operating
profit impact of consolidating adjustments and Machinery and Engines other operating (income) expenses, which include Machinery and Engines redundancy costs.

Operating profit for the six months ended June 30, 2010 was $1.485 billion compared to $172 million for the six months ended June
30, 2009. The improvement was primarily the result of lower manufacturing costs, absence of 2009 redundancy costs and better price
realization. The improvements were partially offset by higher SG&A and R&D expenses, lower sales volume, which includes the
impact of an unfavorable mix of products, and the negative impact of currency.

Manufacturing costs improved $882 million primarily due to lower labor and overhead, warranty and material costs, partially offset by
the absence of LIFO inventory decrement benefits of $110 million.

SG&A and R&D expenses increased by $246 million primarily due to provisions related to incentive pay and increased expense to
support product development programs related to EPA Tier 4 emissions requirements.

Currency had a $115 million negative impact on operating profit as the negative impact on costs more than offset the benefit to sales.

Redundancy costs were $643 million for the six months ended June 30, 2009.
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Operating Profit (Loss) by Principal Line of Business

Six Months Ended Six Months Ended $ %
(Millions of dollars) June 30, 2010 June 30, 2009 Change Change
MACKINETYY ...t $671 $(761) $1,432 —
ENGINES ..o 726 853 (127) (15)%
FINaNCial ProdUCES ..o e 189 226 37) (16)%
Consolidating AdJUStMENLS........cvvrvveeviverieiie e (101) (146) 45
Consolidated OPerating Profit ...........ccccoeeievieevseseesseessseesessessnns $1,485 $172 $1,313 763%

! Caterpillar operations are highly integrated; therefore, the company uses a number of allocations to determine lines of business operating profit for

Machinery and Engines.

Operating Profit /Loss by Principal Line of Business

Machinery operating profit was $671 million compared to an operating loss of $761 million for the six months ended June 30,
2009. Positive factors included lower manufacturing costs (despite the absence of LIFO decrement benefits), absence of 2009
redundancy costs, higher sales volume, which includes the impact of an unfavorable mix of products, and improved price
realization. These improvements were partially offset by higher SG&A and R&D expenses and the negative impact of
currency.

Engines operating profit of $726 million was down $127 million from the six months ended June 30, 2009. Lower sales
volume and higher SG&A and R&D expenses were partially offset by the absence of 2009 redundancy costs, lower
manufacturing costs and improved price realization.

Financial Products operating profit of $189 million was down $37 million from the six months ended June 30, 2009. The
decrease was primarily attributable to a $51 million unfavorable impact from lower average earning assets, a $21 million
increase in SG&A expenses (excluding the provision for credit losses) and a $14 million increase in the provision for credit
losses at Cat Financial, offset by the absence of $31 million in write-downs on retained interests related to the securitized asset
portfolio in 2009 and an $18 million favorable impact from increased net yield on average earning assets.

Other Profit/Loss Items

Interest expense excluding Financial Products decreased $27 million from the six months ended June 30, 2009.

Other income/expense was income of $113 million compared with income of $227 million in the six months ended June 30,
2009. The decrease was primarily driven by an unfavorable impact from currency exchange gains and losses.

The provision for income taxes for the first six months of 2010 reflects an estimated annual effective tax rate of 29 percent,
excluding the items discussed below, compared to an actual tax rate of negative 20.5 percent for the first six months of 2009.
The 2010 estimated annual tax rate is expected to be less than the U.S. tax rate of 35 percent primarily due to profits in tax
jurisdictions with rates lower than the U.S. rate. The 2010 estimated annual tax rate is based on current tax law and therefore
does not include the U.S. research and development tax credit and other benefits that have not been extended past 2009.

The provision for income taxes for 2010 also includes a deferred tax charge of $90 million due to the enactment of U.S.
healthcare legislation effectively making government subsidies received for Medicare equivalent prescription drug coverage
taxable. Guidance on accounting for income taxes requires that the deferred tax effects of changes in laws be reflected in the
financial statements in the period in which the legislation is enacted regardless of the effective date. Deferred tax assets had
previously been recorded based on the liability for other postretirement benefits without regard to the tax-free subsidy. As a
result of the law change, deferred tax assets were reduced to reflect the expected future income tax on the subsidy. Beginning in
2013, a cash tax cost will be incurred when the subsidies received increase taxable income.

This deferred tax charge was offset by a $34 million benefit related to the recognition of refund claims for prior tax years and a

$26 million benefit for the release of a valuation allowance against the deferred tax assets of certain non-U.S. entities due to tax
planning actions implemented in the second quarter of 2010.
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Profit (loss) attributable to noncontrolling interests negatively impacted profit by $59 million from the six months ended
June 30, 2009, primarily due to improved financial performance of Caterpillar Japan Ltd. (Cat Japan). We own two-thirds of
Cat Japan, meaning one-third of its profits or losses are attributable to our partner, Mitsubishi Heavy Industries.

GLOSSARY OF TERMS

1.

10.

11.

12.

Caterpillar Japan Ltd. (Cat Japan) — A Caterpillar subsidiary formerly known as Shin Caterpillar Mitsubishi Ltd. (SCM).
SCM was a 50/50 joint venture between Caterpillar and Mitsubishi Heavy Industries Ltd. (MHI) until SCM redeemed one half of
MHI's shares on August 1, 2008. Caterpillar now owns 67 percent of the renamed entity. We began consolidating Cat Japan in
the fourth quarter of 2008.

Caterpillar Production System — The Caterpillar Production System is the common Order-to-Delivery process being
implemented enterprise-wide to achieve our safety, quality, velocity, earnings and growth goals for 2010 and beyond.

Consolidating Adjustments — Eliminations of transactions between Machinery and Engines and Financial Products.

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
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 and Engines 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 and the net effect of changes in foreign currency exchange rates on our foreign
currency assets and liabilities for consolidated results.

Debt-to-Capital Ratio — A key measure of financial strength used by both management and our credit rating agencies. The
metric is a ratio of Machinery and Engines debt (short-term borrowings plus long-term debt) and redeemable noncontrolling
interest to the sum of Machinery and Engines debt, redeemable noncontrolling interest and stockholders' equity.

EAME - 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.

Engines — A principal line of business including the design, manufacture, marketing and sales of engines for Caterpillar
machinery; electric power generation systems; locomotives; marine, petroleum, construction, industrial, agricultural and other
applications and related parts. Also includes remanufacturing of Caterpillar engines and a variety of Caterpillar machinery and
engine components and remanufacturing services for other companies. Reciprocating engines meet power needs ranging from 10
to 21,800 horsepower (8 to more than 16 000 kilowatts). Turbines range from 1,600 to 30,000 horsepower (1 200 to 22 000
Kilowatts).

Financial Products — A principal line of business consisting primarily of Caterpillar Financial Services Corporation (Cat
Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance) and their respective subsidiaries. Cat Financial provides a wide
range of financing alternatives to customers and dealers for Caterpillar machinery and engines, Solar gas turbines as well as other
equipment and marine vessels. Cat Financial also extends loans to customers and dealers. Cat Insurance provides various forms
of insurance to customers and dealers to help support the purchase and lease of our equipment.

Integrated Service Businesses — A service business or a business containing an important service component. These businesses
include, but are not limited to, aftermarket parts, Cat Financial, Cat Insurance, Cat Logistics, Cat Reman, Progress Rail, OEM
Solutions and Solar Turbine Customer Services.

Latin America — Geographic region including Central and South American countries and Mexico.

LIFO Inventory Decrement Benefits — A significant portion of Caterpillar's inventory is valued using the last-in, first-out

(LIFO) method. With this method, the cost of inventory is comprised of "layers" at cost levels for years when inventory increases
occurred. A LIFO decrement occurs when inventory decreases, depleting layers added in earlier, generally lower cost, years. A
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LIFO decrement benefit represents the impact on profit of charging cost of goods sold with prior-year cost levels rather than
current period costs.

13. Machinery — A principal line of business which includes the design, manufacture, marketing and sales of construction, mining
and forestry machinery—track and wheel tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers,
track and wheel excavators, backhoe loaders, log skidders, log loaders, off-highway trucks, articulated trucks, paving products,
skid steer loaders, underground mining equipment, tunnel boring equipment and related parts. Also includes logistics services for
other companies and the design, manufacture, remanufacture, maintenance and services of rail-related products.

14. Machinery and Engines (M&E) — Due to the highly integrated nature of operations, it represents the aggregate total of the
Machinery and Engines lines of business and includes primarily our manufacturing, marketing and parts distribution operations.

15. Machinery and Engines Other Operating (Income) Expenses — Comprised primarily of gains/losses on disposal of long-lived
assets, long-lived asset impairment charges and employee redundancy costs.

16. 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.

17. 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.

18. Redundancy Costs — Costs related to employment reduction including employee severance charges, pension and other
postretirement benefit plan curtailments and settlements and health care and supplemental unemployment benefits.

19. Sales Volume — With respect to sales and revenues, sales volume represents the impact of changes in the quantities sold for
machinery and engines as well as the incremental revenue impact of new product introductions. With respect to operating profit,
sales volume represents the impact of changes in the quantities sold for machinery and engines combined with product mix—the
net operating profit impact of changes in the relative weighting of machinery and engines sales with respect to total sales.

20. 6 Sigma — On a technical level, 6 Sigma represents a measure of variation that achieves 3.4 defects per million opportunities. At
Caterpillar, 6 Sigma represents a much broader cultural philosophy to drive continuous improvement throughout the value chain.
It is a fact-based, data-driven methodology that we are using to improve processes, enhance quality, cut costs, grow our business
and deliver greater value to our customers through black belt-led project teams. At Caterpillar, 6 Sigma goes beyond mere
process improvement—it has become the way we work as teams to process business information, solve problems and manage our
business successfully.

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 and
Engines operations. Funding for these businesses is also provided by commercial paper and long-term debt issuances. Financial
Products operations are funded primarily from commercial paper, term debt issuances and collections from their existing
portfolio. Throughout the first half of 2010, we continued to experience favorable liquidity conditions in both our Machinery and
Engines and Financial Products operations. On a consolidated basis, we ended the first half of 2010 with $3.6 billion of cash, a
decrease of $1.3 billion from year-end 2009. Our cash balances are held in numerous locations throughout the world. Most of the
amounts held outside the U.S. could be repatriated to the U.S. but generally would be subject to incremental U.S. income taxes.

Consolidated operating cash flow for the first half of 2010 was $1.74 billion, down from $2.80 billion for the same period a year
ago. Improving economic conditions in the first half of 2010 compared with recessionary conditions a year ago have resulted in
significant changes in the components of operating cash flow from 2009 to 2010. Operating cash flow in the first half of 2010
benefited from profit of consolidated and affiliated companies of $969 million and an increase in accounts payable, reflecting higher
levels of material purchases for production ramp-up to meet increasing demand. Offsetting these items were higher receivables
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resulting from improved sales volume, and an increase in inventory, also related to production ramp-up. The first half of 2009
benefited from significant declines in receivables and inventory, partially offset by lower accounts payable and changes in other
working capital items. See further discussion of operating cash flow under Machinery and Engines and Financial Products.

Total debt as of June 30, 2010, was $29.15 billion, a decrease of $2.48 billion from year-end 2009. Debt related to Machinery and
Engines decreased $908 million in the first half of 2010. Debt related to Financial Products decreased $1.57 billion reflecting
declining portfolio balances at Cat Financial.

We have three global credit facilities with a syndicate of banks totaling $6.99 billion (Credit Facility) available in the aggregate to
both Caterpillar and Cat Financial to support their commercial paper programs in the event those programs become unavailable and
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 Cat Financial as of June 30, 2010 was $5.49 billion.

. The five-year facility of $1.62 billion expires in September 2012.
. The five-year facility of $2.98 billion expires in September 2011.
. The 364-day facility of $2.39 billion expires in September 2010.

At June 30, 2010, Caterpillar’s consolidated net worth was $13.57 billion, which was above the $9.00 billion required under the Credit
Facility. The consolidated net worth is defined as the consolidated stockholder’s equity including preferred stock but excluding the
pension and other postretirement benefits balance within Accumulated other comprehensive income (loss).

At June 30, 2010, Cat Financial’s covenant interest coverage ratio was 1.27 to 1. This is above the 1.15 to 1 minimum ratio of
(1) profit excluding income taxes, interest expense and net gain/(loss) from interest rate derivatives to (2) interest expense calculated
at the end of each calendar quarter for the rolling four quarter period then most recently ended.

In addition, at June 30, 2010, Cat Financial’s covenant leverage ratio was 7.21 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 bank group 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, 2010, there were no borrowings under
the Credit Facility.

Our total credit commitments as of June 30, 2010 were:

Machinery Financial
(Millions of dollars) Consolidated and Engines Products
Credit lines available:
Global Credit fACHlItIES .......oveveeeeeceecece ettt s $6,988 $1,500 $5,488
Oher EXIEINAL .......cviieiiececec e e bbbttt b b anas 3,897 370 3,527
Total credit [iNeS aVaIlabIe..........ccccvviiiiiice e 10,885 1,870 9,015
Less: Global credit facilities supporting commercial Paper .........ccocvvvveeeecveevecece e (2,164) — (2,164)
TSI U ] [74=To o3 (=T T PP (2,141) (143) (1,998)
AVATADIE CrEATE ...ttt ettt ee s e s et ee et st st s st st s et e bt eeanneanas $6,580 $1,727 $4,853

Other consolidated credit lines with banks as of June 30, 2010 totaled $3.90 billion. These 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. While we expect global
economic conditions to continue to improve in 2010, in the event they deteriorate from current levels or access to debt markets
becomes unavailable, our Machinery and Engines 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, utilization of existing cash balances, access to our Credit Facility and other credit line facilities held by Cat
Financial and potential borrowings from Caterpillar. In addition, Caterpillar maintains a support agreement with Cat Financial, which
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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 and Engines

Net cash provided by operating activities was $2.36 billion in the first half of 2010 compared to $583 million in the first half of
2009. The change was primarily due to increased profit and a $600 million dividend from Cat Financial in the first quarter of
2010. Profit of consolidated and affiliated companies in the first half of 2010 was $964 million compared to $221 million for the same
period a year ago. Improving economic conditions in the first half of 2010 compared with recessionary conditions a year ago have
resulted in significant changes in the components of working capital from 2009 to 2010. During the first half of 2010, we experienced
increased demand and a production ramp-up, resulting in an increase in accounts payable and customer advances, which was more
than offset by increases in inventory and receivables. In the first half of 2009, we were executing our strategic “trough” plans as
demand and production were decreasing. This resulted in significant decreases in inventory and receivables, which were partially
offset by decreases in accounts payable and accrued expenses. Net cash used for investing activities in the first half of 2010 was $1.15
billion compared to $35 million for the same period in 2009. The change was due to loans to Cat Financial in 2010, compared with
net payments from Cat Financial in 2009. Net cash used for financing activities in the first half of 2010 was $1.51 billion, primarily a
result of payments on long-term debt and dividend payments. During the same period in 2009, net cash used for financing activities
was $378 million, as proceeds from loans with Cat Financial of $1.02 billion were offset by payments on short-term borrowings and
dividends.

Our priorities for the use of cash are maintaining a strong financial position that helps protect our credit rating, providing capital to
support growth, appropriately funding employee benefit plans, paying dividends and repurchasing common stock with excess cash.

Strong financial position — A key measure of Machinery and Engines financial strength used by both management and our
credit rating agencies is Machinery and Engines’ debt-to-capital ratio. Debt-to-capital is defined as short-term borrowings,
long-term debt due within one year, redeemable noncontrolling interest and long-term debt due after one year (debt) divided
by the sum of debt (including redeemable noncontrolling interest) and stockholders’ equity. Debt also includes borrowings
from Financial Products. The debt-to-capital ratio for Machinery and Engines was 41.9 percent at June 30, 2010 compared to
53.1 percent at June 30, 2009, within our target range of 35 to 45 percent. This strengthening financial position was a
significant factor in the recent decision to increase our dividend by 5 percent. In addition to the debt-to-capital ratios, certain
rating agencies have increased their focus on the extent to which Caterpillar and Cat Financial have cash and cash equivalents
and unused credit lines available to meet short-term debt requirements. Caterpillar and Cat Financial have been taking this
focus into account when planning for liquidity needs. This focus has resulted in higher cash balances for Caterpillar and Cat
Financial.

Capital to support growth — Capital expenditures during the first half of 2010 were $492 million, an increase of $50 million
compared to the first half of 2009. We expect capital expenditures to be about $1.8 billion in 2010, up from $1.3 billion in
20009.

Appropriately funded employee benefit plans — We contributed $548 million to our pension plans in the first half of 2010
and we anticipate additional contributions of approximately $450 million during the remainder of the year. In addition,
beginning in June 2009, the company began funding the 401(k) match with company stock. This equated to a contribution of
$62 million (1 million shares) for the first half of 2010.

Paying dividends — Dividends paid totaled $527 million in the first half of 2010, representing 42 cents per share paid in the
first and second quarters. Each quarter, our Board of Directors reviews the company’s dividend and determines whether to
increase, maintain or decrease the 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. On June 9, 2010, we
increased the quarterly cash dividend 5 percent to 44 cents per share payable August 20, 2010 to stockholders of record at the
close of business on July 20, 2010.

Common stock repurchases — Pursuant to the February 2007 Board-authorized stock repurchase program, which expires on
December 31, 2011, $3.8 billion of the $7.5 billion authorized was spent through 2008. As a result of the global economic
recession, our stock repurchase program has been temporarily suspended since the first quarter of 2009. Basic shares
outstanding as of June 30, 2010 were 630 million.
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Financial Products

Operating cash flow was $370 million through the first half of 2010, compared with $518 million for the same period a year ago. The
decrease in operating cash flow was primarily related to the absence of cash proceeds from liquidated interest rate swaps. Net cash
provided by investing activities was $354 million through the first half of 2010, compared to $1.98 billion for the same period in 2009.
This change is primarily the result of lower collections of finance receivables, lower proceeds from the sale of finance receivables and
higher additions to finance receivables at Cat Financial, partially offset by lower intercompany borrowings. Net cash used for
financing activities was $1.57 billion through the first half of 2010, compared to $1.40 billion for the same period in 2009, primarily
due to a $600 million dividend payment to Caterpillar Inc. and lower debt issuances, partially offset by higher intercompany
borrowings.

During the second quarter, overall portfolio quality began to show signs of improvement, as economic conditions around the world
continued to improve. At the end of the second quarter of 2010, past dues were 5.33 percent, down from 6.06 percent at the end of the
first quarter and 5.54 percent at the end of 2009. At the end of the second quarter of 2009, past dues were 5.53 percent. The reduction
in past dues from year end is primarily due to the general improvement in global economic conditions. We expect gradual
improvement in past dues during the remainder of 2010.

Bad debt write-offs, net of recoveries, were $52 million for the second quarter of 2010, down $3 million from the second quarter of
2009. Second-quarter 2010 annualized losses were 0.91 percent of the average retail portfolio compared to 0.89 percent for the
second quarter of 2009 and 1.03 percent for the full-year 2009.

At the end of the second quarter of 2010, Cat Financial's allowance for credit losses was 1.70 percent of net finance receivables,
increasing from 1.64 percent on December 31, 2009, and 1.55 percent at the end of the second quarter of 2009. As a result of new
accounting guidance implemented during the first quarter of 2010, Cat Financial began consolidating securitized assets which had
previously been off balance sheet. On January 1, 2010, the consolidation of these assets had the impact of increasing the allowance
for credit losses by $18 million and the total allowance as a percent of net finance receivables by 6 basis points. At the end of the
second quarter of 2010, the allowance for credit losses totaled $383 million, compared with $377 million on December 31, 2009 and
$378 million at the end of the second quarter of 2009. The increase of $5 million in allowance for credit losses year-over-year
reflected a $34 million increase associated with the higher allowance rate, partially offset by a $29 million decrease due to a reduction
in the overall net finance receivable portfolio.

Cat Financial continued to experience favorable liquidity conditions in all key global funding markets during the second quarter of
2010. Commercial Paper (CP) market liquidity and pricing continued to be favorable, with CP outstanding totaling $2.2 billion at
quarter-end supported by a $5.5 billion revolving credit facility. During the second quarter of 2010, Cat Financial issued EUR 365
million, AUD 200 million and $300 million in medium-term notes. Our second quarter 2010 CP, term debt issuance and year-to-date
portfolio cash receipts have provided sufficient liquidity for operations.

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 based upon the estimated
wholesale market value of leased equipment at the time of the expiration of the lease, are based on a careful 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 derived from 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. During the term of the leases, residual amounts are monitored. If estimated market values reflect a non-temporary
impairment due to economic factors, obsolescence or other adverse circumstances, the residuals are adjusted to the lower estimated
values by a charge to earnings. For equipment on operating leases, the charge is recognized through depreciation expense. For
finance leases, it is recognized through a reduction of finance revenue.
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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 two-step process. The first step requires us to compare the fair value of each
reporting unit 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 greater 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 the 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 based on our 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 Cat Insurance, 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 of loss and may be deemed
other-than-temporarily impaired at any time. Once a security’s fair value has been twenty 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 the security is other-than-temporarily impaired requires an analysis of the
securities’ historical sector returns and volatility. This information is utilized to estimate the security’s future fair value to assess
whether the security has the ability to recover to its original cost over a reasonable period of time as follows:

. Historical annualized sector returns over a two-year period are analyzed to estimate the security’s fair value over the
next two years.
. The volatility factor for the security is applied to the sector historical returns to further estimate the fair value of the

security over the next two years.

In the event the estimated future fair value is less than the original cost, qualitative factors are then considered in determining whether
a security is other-than-temporarily impaired, which includes 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 — At the 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. Specific rates are developed for
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each product build 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 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-based
awards do not receive dividend payments, this could result in employees retaining the award for a longer period of
time if dividend vyields 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 weighted-average dividend
yields. 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.

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.
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. 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. An
increase in the rate would increase our obligation and expense.

o 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.

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 $692 million and $662 million as of June 30, 2010
and December 31, 2009 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 — Management’s ongoing evaluation of the adequacy of the allowance for credit losses considers both impaired
and unimpaired finance receivables and 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 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 general economic environment.

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 current fair value of collateral and factor in credit
enhancements such as additional collateral and third-party guarantees. The allowance for credit losses attributable to the remaining
accounts is a general allowance based upon the risk in the portfolio, primarily using probabilities of default and an estimate of
associated losses. 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.

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 customer deteriorates, the timing and level of payments received could be impacted and therefore, could result
in a change to our estimated losses.

Income tax reserve — 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 technical merits. 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. Significant judgment is required 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 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
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judgment about the ultimate 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 in the period the change occurs.

EMPLOYMENT

Caterpillar's worldwide employment was 97,487 at the end of the second quarter of 2010. Year to date in 2010 we have added about
3,650 employees, primarily due to increases in production. About 1,250 of the additional employees were in the United States, and
about 2,400 were outside the United States.

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. Compliance with these existing laws has not had a material impact on our capital expenditures, earnings or global
competitive position.

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 costs are charged against our
earnings. In formulating that estimate, we do not consider amounts expected to be recovered from insurance companies or others.
The amount recorded for environmental remediation is not material and is included in Accrued expenses in the Consolidated
Statement of Financial Position.

We cannot reasonably estimate costs at sites in the very early stages of remediation. Currently, we have a few sites in the very early
stages of remediation, and there is no more than a remote chance that a material amount for remedial activities at any individual site,
or at all sites in the aggregate, will be required.

We have disclosed certain individual legal proceedings in this filing. Additionally, 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. 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.

On May 14, 2007, the U.S. Environmental Protection Agency (EPA) issued a Notice of Violation to Caterpillar Inc., alleging various
violations of Clean Air Act Sections 203, 206 and 207. EPA claims that Caterpillar violated such sections by shipping engines and
catalytic converter after-treatment devices separately, introducing into commerce a number of uncertified and/or misbuilt engines, and
failing to timely report emissions-related defects. Caterpillar is currently engaged in negotiations with EPA and the U.S. Department
of Justice to resolve these issues. On July 9, 2010, the Department of Justice issued a penalty demand to Caterpillar seeking a civil
penalty of $3.2 million and implementation of injunctive relief involving expanded use of certain technologies. Caterpillar continues
to cooperate with EPA and the Department of Justice and, while penalties will likely exceed $100,000, management does not believe
that this issue will have a material adverse impact on our consolidated results of operations, financial position or liquidity.

On February 8, 2009, an incident at Caterpillar’s Joliet, Illinois facility resulted in the release of approximately 3,000 gallons of
wastewater into the Des Plaines River. In coordination with state and federal authorities, appropriate remediation measures have been
taken. On February 23, 2009, the Illinois Attorney General filed a Complaint in Will County Circuit Court containing seven counts of
violations of state environmental laws and regulations. Each count seeks injunctive relief, as well as statutory penalties of $50,000 per
violation and $10,000 per day of violation. In addition, on March 5, 2009, the EPA served Caterpillar with a Notice of Intent to file a
Civil Administrative Action (notice), indicating the EPA’s intent to seek civil penalties for violations of the Clean Water Act and Qil
Pollution Act. On January 25, 2010, the EPA issued a revised notice seeking civil penalties in the amount of $167,800, and
Caterpillar responded to the revised notice and is engaged in follow up discussions with the EPA. On March 8, 2010, the Illinois
Attorney General submitted a demand to Caterpillar seeking a $100,000 civil penalty. At this time, we do not believe these
proceedings will have a material adverse impact on our consolidated results of operations, financial position or liquidity.
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Retirement Benefits

We recognized pension expense of $154 million and $310 million for the three and six months ended June 30, 2010, as
compared to $112 million and $369 million for the three and six months ended June 30, 2009. The increase in expense for
the three months ended June 30, 2010 was the result of increased amortization of net actuarial losses due to significant asset
losses in 2008 and lower discount rates at the end of 2009. The decrease in expense for the six months ended June 30, 2010
was the result of $139 million of curtailment, settlement and special termination benefit costs due to voluntary and
involuntary separation programs (discussed below) recognized in 2009, partially offset by increased amortization of net
actuarial losses due to significant asset losses in 2008 and lower discount rates at the end of 2009. 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 in the 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 asset
return 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, 2010, total actuarial losses, recognized in Accumulated other comprehensive income (loss), related
to pensions were $6.11 billion. The majority of the actuarial losses are due to significant asset losses during 2008 in
addition to losses resulting from other demographic and economic assumptions over the past several years.

Other postretirement benefit expense was $50 million and $99 million for the three and six months ended June 30, 2010, as
compared to $52 million and $180 million for the three and six months ended June 30, 2009. The decrease in expense for
the six months ended June 30, 2010 is due to curtailment losses of $62 million recognized in 2009 as a result of employee
separation programs (discussed below) and the impact of amendments to our U.S. support and management other
postretirement benefit plan (discussed below) on 2010 expense. Actuarial losses, recognized in Accumulated other
comprehensive income (loss), for other postretirement benefit plans were $643 million at June 30, 2010. These losses
mainly reflect several years of declining discount rates and significant asset losses during 2008, partially offset by gains
from lower than expected health care costs.

Actuarial losses for both pensions and other postretirement benefits 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 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 under the benefit plans. At the end of 2009, the average remaining service period of
active employees was 11 years for our U.S. pension plans, 11 years for our non-U.S. pension plans and 7 years for other
postretirement benefit plans. We expect our amortization of net actuarial losses to increase approximately $150 million in
2010 as compared to 2009, primarily due to significant asset losses in 2008 and a decrease in the discount rate during 2009.

First quarter 2009 voluntary and involuntary separation programs impacted employees participating in U.S. and non-U.S.
pension and other postretirement benefit plans. Due to the significance of these events, certain plans were re-measured as
of January 31 and March 31, 2009. Re-measurements for U.S. separation programs resulted in curtailment losses of $124
million to pension and $61 million to other postretirement benefit plans. Special termination benefits of $6 million were
also recognized for a U.S. pension early retirement program. Re-measurements for non-U.S. separation programs resulted
in settlement losses of $9 million to pension and curtailment losses of $1 million to other postretirement benefit plans.

In March 2009, we amended our U.S. support and management other postretirement benefit plan. Beginning in 2010,
certain retirees age 65 and older will enroll in individual health plans that work with Medicare and will no longer
participate in a Caterpillar-sponsored group health plan. Instead, the retirees will be in individual health plans that work
with Medicare, such as Medicare Advantage and Medicare Supplement plans. In addition, Caterpillar will fund a tax-
advantaged Health Reimbursement Arrangement (HRA) to assist the retirees with medical expenses. The plan amendment
required a plan re-measurement as of March 31, 2009, which resulted in a decrease in our Liability for postretirement
benefits of $432 million and an increase in Accumulated other comprehensive income (loss) of $272 million net of
tax. The plan was further amended in December 2009 to define the HRA benefit that active employees will receive once
they are retired and reach age 65. The plan was re-measured at year-end 2009 and the December amendment resulted in a
decrease in our Liability for postretirement benefits of $101 million and an increase in Accumulated other comprehensive
income (loss) of $64 million net of tax. These decreases will be amortized into earnings on a straight-line basis over
approximately 7 years, the average remaining service period of active employees in the plan. The amendments reduced
other postretirement benefits expense by approximately $28 million and $55 million for the three and six months ended
June 30, 2010 and reduced expense by approximately $20 million for the three and six months ended June 30, 2009.
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In March 2010, the Patient Protection and Affordable Care Act (the PPACA) and the Health Care and Education
Reconciliation Act of 2010 (H.R. 4872) which amends certain provisions of the PPACA were signed into law. The
Medicare Part D retiree drug subsidies effectively become taxable beginning in 2013.

We expect our total defined benefit expense to increase approximately $150 million in 2010 as compared to 2009,
excluding the impacts from the 2009 curtailment, settlement and special termination benefits discussed above. This
increase in expense is primarily due to increased amortization of net actuarial losses due to significant asset losses in 2008
and a decrease in the discount rate during 2009, partially offset by an approximate $110 million reduction in U.S. other
postretirement benefits cost as a result of plan amendments.

We made $548 million of contributions to our U.S. and non-U.S. pension plans during the six months ended June 30, 2010
and we currently anticipate additional contributions of approximately $450 million during the remainder of the year, most
of which are voluntary contributions. We believe we have adequate liquidity resources to fund both U.S. and non-U.S.
plans. We made $953 million of contributions to our U.S. and non-U.S. pension plans during the six months ended June 30,
20009, including a voluntary contribution to our U.S. plans of 18.2 million shares ($650 million) in Caterpillar stock, held as
treasury stock.

Employee Separation Charges

In 2009, we reported employee separation charges of $481 million in Other operating (income) expenses in the
Consolidated Statement of Results of Operations related to various voluntary and involuntary separation programs. These
programs were in response to a sharp decline in sales volume due to the global recession.

For the three and six months ended June 30, 2010, we recognized employee separation charges of $20 million in Other
operating (income) expenses in the Consolidated Statement of Results of Operations primarily related to involuntary
separations due to the streamlining of our corporate structure as announced in the second quarter. Also included in the
second quarter of 2010 pretax stock-based compensation cost was $17 million relating to the modification of awards
resulting from separations due to the streamlining of our corporate structure as announced in the second quarter.

Our accounting for separations is dependent upon how the particular program is designed. For voluntary programs, eligible
separation costs are recognized at the time of employee acceptance. For involuntary programs, eligible costs are recognized
when management has approved the program, the affected employees have been properly identified and the costs are
estimable.

The following table summarizes the 2009 and 2010 separation activity by geographic region:

Machinery and Engines

North Latin Asia  Financial
(Millions of dollars) America _America EAME Pacific Products’ Total
Liability balance at December 31, 2008.........c..cccovveervreinrieennnns $4 $2 $5 $— $— $11
Increase in liability (separation charges)?.........cccceevvvvrreerenns $323 $15 $102 $31 $10  $481
Reduction in liability (payments and other adjustments) ............ (313) (17) (78) (25) (10)  (443)
Liability balance at December 31, 2009.........ccccccvrevrvrerreeenenns $14 $— $29 $6 $— $49
Increase in liability (separation charges)........c..ccooeveverieveiennennen $15 $— $2 $3 $— $20
Reduction in liability (payments and other adjustments) ............ (13) — (16) (6) — (35)
Liability balance at June 30, 2010........ccccooveierirenereieieese e $16 $— $15 $3 $— $34

1 Includes $8 million for North America and $2 million for EAME.
2 Includes $442 million for the six months ended June 30, 2009.

The remaining liability balances as of June 30, 2010 represent costs for employees that have either not yet separated from
the Company or their full severance has not yet been paid. The majority of these remaining costs are expected to be paid
during 2010.

In addition to the 2009 separation charges noted above, we reported $225 million ($201 million for the six months ended

June 30, 2009) of costs associated with certain pension and other postretirement benefit plans, which were also recognized
in Other operating (income) expenses in the Consolidated Statement of Results of Operations.
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The majority of the separation charges, made up primarily of cash severance payments, pension and other postretirement
benefit costs, and stock-based compensation cost noted above were not assigned to operating segments. They are included
in the reconciliation of total accountable profit from reportable segments to total profit (loss) before taxes.

Order Backlog

The dollar amount of backlog believed to be firm was approximately $14.9 billion at June 30, 2010 and $9.6 billion at
December 31, 2009. Of the total backlog, approximately $2.8 billion at June 30, 2010 and $2.5 billion at December 31,
2009 was not expected to be filled in the following twelve months. Our backlog is generally highest in the first and second
quarters because of seasonal buying trends in our industry.

NON-GAAP FINANCIAL MEASURES

The following definitions are provided for “non-GAAP financial measures” in connection with Item 10(e) of Regulation S-
K issued by the Securities and Exchange Commission. 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 these items to be considered in isolation or substitutes for the related GAAP
measures.

Profit Per Share Excluding Redundancy Costs

During the second quarter of 2009, we incurred redundancy costs of $85 million before tax related to employment
reductions in response to the global recession. Full-year 2009 redundancy costs were $706 million before tax. We believe
it is important to separately quantify the profit-per-share impact of redundancy costs in order for our 2009 results to be
meaningful to our readers. Reconciliation of profit per share excluding redundancy costs to the most directly comparable
GAAP measure, profit per share, is as follows:

Second Quarter First Half Full Year
2009 2009 2009
Profit PEI SNAIE.......cvcvevceeeceeecee e $0.60 $0.42 $1.43
Per share redundancy COSES.........couieiririiiiriseeee e $0.12 $0.70 $0.75
Profit per share excluding redundancy COStS..........ccccevvvererirericernsiercnnans $0.72 $1.12 $2.18

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 and Engines — The Machinery and Engines data contained in the schedules on pages 70 to 77 are “non-GAAP
financial measures” as defined by the Securities and Exchange Commission in Item 10(e) of Regulation S-K. These non-
GAAP financial measures have no standardized meaning prescribed by U.S. GAAP, and therefore, are unlikely to be
comparable with the calculation of similar measures for other companies. Management does not intend these items to be
considered in isolation or as a substitute for the related GAAP measures. Caterpillar defines Machinery and Engines as it is
presented in the supplemental data as Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the
equity basis. Machinery and Engines information relates to our design, manufacturing, marketing and parts distribution
operations. 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 Cat Insurance.

Consolidating Adjustments — Eliminations of transactions between Machinery and Engines and Financial Products.

Pages 70 to 77 reconcile Machinery and Engines 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, 2010

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines' Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines............ccccceeveveeeccicnnnn, $9,723 $9,723 $— $—
Revenues of Financial Products............cccccoevvnencinneieennn, 686 — 753 (67)?
Total sales and rEVENUES .........cccvevvereeeieieserie e 10,409 9,723 753 (67)
Operating costs:
Cost 0f g00dS SOId........ccoveireeicice e 7,372 7,372 — —
Selling, general and administrative eXpenses..........cc.ccv... 1,059 918 145 (4)®
Research and development eXpenses.........cccovvvvvevrerereennns 450 450 — —
Interest expense of Financial Products .............ccccoveeninee. 234 — 234 —*
Other operating (iINCOME) EXPENSES ......coveveereereerrrrererennees 317 44 282 9)°
Total Operating CoStS .......evvvvrrervrereerees e 9,432 8,784 661 (13)
Operating pProfit (10SS) .....ccccovvereiiereiescre e 977 939 92 (54)
Interest expense excluding Financial Products................... 81 102 — (21)*
Other iINCOME (EXPENSE) ...vevervrveeeereerererieieie e 50 — 17 33°
Consolidated profit (loss) before taxes ..........cooceovvvenrnienen. 946 837 109 —
Provision (benefit) for income taxes.........ccccovveerivreinnnns 209 193 16 —
Profit (loss) of consolidated companies.........c.coceeerveeenas 737 644 93 —
Equity in profit (loss) of unconsolidated affiliated 4) 4) — —
COMPANIES ...ttt bbb e
Equity in profit of Financial Products’ subsidiaries........... — 90 — (90)°
Profit (loss) of consolidated and affiliated companies............ 733 730 93 (90)
Less: Profit (loss) attributable to noncontrolling interests.......... 26 23 3 —
PPOFIt (10SS) "..oooveoveeceeeeeeveseeesese s ss s $707 $707 $90 $(90)
! Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products’ revenues earned from Machinery and Engines.
®  Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.
* Elimination of interest expense recorded between Financial Products and Machinery and Engines.
5

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest

earned between Machinery and Engines and Financial Products.
Elimination of Financial Products’ profit due to equity method of accounting.
Profit (loss) attributable to common stockholders.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Three Months Ended June 30, 2009
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines' Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines............ccoceeveveeeeieevenennnan $7,254 $7,254 $— $—
Revenues of Financial Products............cccccoevvnencinneieennn, 721 — 814 (93)?
Total sales and rEVENUES .........ccvevvieivnereeieseiese s seeeeees 7,975 7,254 814 (93)
Operating costs:
Cost 0f g00dS SOId........ccoveireeicice e 5,752 5,752 — —
Selling, general and administrative eXpenses..........cc.ccv.... 914 789 129 (4)?
Research and development eXpenses.........cccovvvvvevrerereennns 351 351 — —
Interest expense of Financial Products ................cc..ceove..... 272 — 272 —*
Other operating (iINCOME) EXPENSES ......coveveereereerrrrererennees 339 59 286 (6)°
Total Operating CoStS .......evvvvrrervrereerees e 7,628 6,951 687 (10)
Operating pProfit (10SS) .....ccccovvereiiereiescre e 347 303 127 (83)
Interest expense excluding Financial Products................... 109 139 — (30)*
Other iINCOME (EXPENSE) ...vevervrveeeereerererieieie e 163 97 13 53°
Consolidated profit (loss) before taxes ..........cooceovvvenrnienen. 401 261 140 —
Provision (benefit) for income taxes.........ccccovveerivreinnnns 40 6 34 —
Profit (loss) of consolidated companies.........c.coceeevreeeneas 361 255 106 —
Equity in profit (loss) of unconsolidated affiliated
COMPANIES ...ttt sttt e e 1) Q) — —
Equity in profit of Financial Products’ subsidiaries........... — 102 — (102)°
Profit (loss) of consolidated and affiliated companies............ 360 356 106 (102)
Less: Profit (loss) attributable to noncontrolling interests.......... (11) (15) 4 —
PPOFIt (10SS) "..oooveoveeceeeeeeveseeesese s ss s $371 $371 $102 $(102)

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

Elimination of Financial Products’ revenues earned from Machinery and Engines.

Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

Elimination of interest expense recorded between Financial Products and Machinery and Engines.

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest
earned between Machinery and Engines and Financial Products.

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

Profit (loss) attributable to common stockholders.

a A~ W NP
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Six Months Ended June 30, 2010
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines' Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines............cccceevreecceecnenn, $17,274 $17,274 $— $—
Revenues of Financial Products............cccccoeevnenciniciinnnn, 1,373 — 1,499 (126)?
Total sales and reVENUES .........ccceveerieereiese e 18,647 17,274 1,499 (126)
Operating costs:
Cost 0f g00dS SOId........covvereireec e 13,266 13,266 — —
Selling, general and administrative eXpenses..........cc.ccv... 1,991 1,716 289 (14)°
Research and development eXpenses.........cccovvvvvevrerereennns 852 852 — —
Interest expense of Financial Products .............cccccccevene. 467 — 468 @*
Other operating (iINCOME) EXPENSES ......coveveereereerrrrererennees 586 43 553 (10)°
Total Operating CoStS ......ccvvvervririeereese e 17,162 15,877 1,310 (25)
Operating pProfit (10SS) .....ccccovvereiiereiescre e 1,485 1,397 189 (101)
Interest expense excluding Financial Products................... 183 224 — (41)*
Other iINCOME (EXPENSE) ...vevervrveeeereerererieieie e 113 23 30 60°
Consolidated profit (10ss) before taxes .........ccccoeevreiirinrnnnnns 1,415 1,196 219 —
Provision (benefit) for income taxes.........ccccovveerivreinnnns 440 395 45 —
Profit (loss) of consolidated companies.........c.coceeevreeeneas 975 801 174 —
Equity in profit (loss) of unconsolidated affiliated (6) (6) — —
COMPANIES ...ttt sttt e e
Equity in profit of Financial Products’ subsidiaries........... — 169 — (169)°
Profit (loss) of consolidated and affiliated companies............ 969 964 174 (169)
Less: Profit (loss) attributable to noncontrolling interests.......... 29 24 5 —
PPOFIt (10SS) "..oooveoveeceeeeeeveseeesese s ss s $940 $940 $169 $(169)

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

Elimination of Financial Products’ revenues earned from Machinery and Engines.

Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

Elimination of interest expense recorded between Financial Products and Machinery and Engines.

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest
earned between Machinery and Engines and Financial Products.

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

Profit (loss) attributable to common stockholders.

a A~ W NP
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Caterpillar Inc.

Supplemental Data for Results of Operations
For The Six Months Ended June 30, 2009
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines' Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines............cccceevreecceecnenn, $15,764 $15,764 $— $—
Revenues of Financial Products............cccccoeevnenciniciinnnn, 1,436 — 1,610 (174)?
Total sales and reVENUES .........ccceveerieereiese e 17,200 15,764 1,610 (174)
Operating costs:
Cost 0f g00dS SOId........covvereireec e 12,779 12,779 — —
Selling, general and administrative eXpenses..........cc.ccv... 1,796 1,549 254 (7)°
Research and development eXpenses.........cccovvvvvevrerereennns 739 739 — —
Interest expense of Financial Products ...........c.ccocevvvvviennne. 551 — 554 (3)*
Other operating (iINCOME) EXPENSES ......coveveereereerrrrererennees 1,163 605 576 (18)°
Total Operating CoStS ......ccvvvervririeereese e 17,028 15,672 1,384 (28)
Operating pProfit (10SS) .....ccccovvereiiereiescre e 172 92 226 (146)
Interest expense excluding Financial Products................... 210 253 — (43)*
Other iINCOME (EXPENSE) ...vevervrveeeereerererieieie e 227 131 (7) 103°
Consolidated profit (10ss) before taxes .........ccccoeevreiirinrnnnnns 189 (30) 219 —
Provision (benefit) for income taxes........cccccovveveivreininnns (40) (93) 53 —
Profit (loss) of consolidated companies.........c.coceeerveeenas 229 63 166 —
Equity in profit (loss) of unconsolidated affiliated
COMPANIES ...ttt bbb e — — — —
Equity in profit of Financial Products’ subsidiaries........... — 158 — (158)°
Profit (loss) of consolidated and affiliated companies............ 229 221 166 (158)
Less: Profit (loss) attributable to noncontrolling interests.......... (30) (38) 8 —
PPOFIt (10SS) "..oooveoveeceeeeeeveseeesese s ss s $259 $259 $158 $(158)

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

Elimination of Financial Products’ revenues earned from Machinery and Engines.

Elimination of net expenses recorded by Machinery and Engines paid to Financial Products.

Elimination of interest expense recorded between Financial Products and Machinery and Engines.

Elimination of discount recorded by Machinery and Engines on receivables sold to Financial Products and of interest
earned between Machinery and Engines and Financial Products.

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

Profit (loss) attributable to common stockholders.

a A~ W NP
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Caterpillar Inc.
Supplemental Data for Financial Position
At June 30, 2010

(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data
Machinery Financial Consolidating
Consolidated and Engines’ Products Adjustments
Assets
Current assets:
Cash and short-term investments . $3,597 $1,900 $1,697 $—
Receivables — trade and other....... . 6,348 4,861 1,105 38223
Receivables — finance...........ccccoevnunee . 8,086 — 9,878 (1,792)°
Deferred and refundable iNCOME taXES.........cccvivevveiviceereeieceecee s 1,041 935 106 —
Prepaid expenses and Other CUITeNt aSSELS..........vveeeriririreeeeiererereeieereesesesierenen: 965 302 675 (12)*
INVENLOTIES ..o . 7,339 7,339 — —
TOAl CUMTENT ASSELS.....vveverereiieieieiee sttt s et se e se s esesene e senes 27,376 15,337 13,461 (1,422)
Property, plant and equipment — NEt ..., 11,763 8,940 2,823 —
Long-term receivables — trade and other.. . 1,150 274 266 610%°
Long-term receivables — finance...........c.ccccceevnnnee. . 11,585 — 12,247 (662)*
Investments in unconsolidated affiliated companies . 154 146 8 —
Investments in Financial Products subsidiaries ......... . — 3,762 — (3,762)°
Noncurrent deferred and refundable iNCOME taXes...........coeeveirreeciinscccen, 2,464 2,990 60 (586)°
INEANGIDIE SSELS ... 485 475 10 —
Goodwill ........... . 2,292 2,276 16 —
Other assets 1,524 309 1,215 —
TOLAL @SSELS ...ttt bbbttt $58,793 $34,509 $30,106 $(5,822)
Liabilities
Current liabilities:
ShOMt-tEIM DOITOWINGS.......vvecveveeveeeesieseeseessssesss e sstes s s seensae $3,647 $933 $4,030 $(1,316)’
ACCOUNES PAYADIE.........oocvvecveeceeceeecieecee et 3,975 3,877 186 (88)°
ACCIUEd EXPENSES ...cvveveeeeierieisieieiereeseeieienens 3,083 1,979 1,117 @13)y°
Accrued wages, salaries and employee benefits 1,182 1,164 18 —
Customer advances. . 1,404 1,404 — —
Dividends Payable...... . 277 277 — —
Other current liabilities................... . 936 891 57 12)°
Long-term debt due Within 0Ne Year ..........ccceviviirisreeieisee e, 5,280 434 4,846 —
Total current labilitieS .........c.covvviviiiieceecee s 19,784 10,959 10,254 (1,429)
Long-term debt due after one year.... . 20,226 4,886 15,398 (58)"
Liability for postemployment Benefits. ... 6,977 6,977 — —
Other lADITTIES .......cvcvvicieieei e 2,102 1,983 692 (573)°
Total liabilities 49,089 24,805 26,344 (2,060)
Commitments and contingencies
Redeemable Noncontrolling INTErest...... ..., 432 432 — —
Stockholders’ equity
COMMON SEOCK......cetteieiiis ettt et bbbt 3,636 3,636 902 (902)°
Treasury StocK ........ccccevrrinene. (10,539) (10,539) — —
Profit employed in the business 20,133 20,133 2,845 (2,845)°
Accumulated other comprehensive income (loss) . . (4,045) (4,045) (61) 61°
Noncontrolling INterests...........cocoeeevrrreicninnnnne . 87 87 76 (76)°
Total StockhoIders” EQUILY ......cccovrvirieeiiiree e . 9,272 9,272 3,762 (3,762)
Total liabilities, redeemable noncontrolling interest and stockholders’ equity..... $58,793 $34,509 $30,106 $(5,822)

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

Elimination of receivables between Machinery and Engines and Financial Products.

Reclassification of Machinery and Engines’ trade receivables purchased by Cat Financial and Cat Financial’s wholesale inventory receivables.
Elimination of Machinery and Engines’ insurance premiums that are prepaid to Financial Products.

Elimination of Financial Products’ equity which is accounted for by Machinery and Engines on the equity basis.

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

Elimination of debt between Machinery and Engines and Financial Products.

Elimination of payables between Machinery and Engines 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, 2009
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery Financial ~ Consolidating
Consolidated and Engines'  Products Adjustments

Assets
Current assets:
Cash and short-term iINVESIMENTS ...........oeuvierinreereee e $4,867 $2,239 $2,628 $—
Receivables — trade and other... . 5,611 3,705 1,464 44223
ReCeIVabIES — FINANCE .......uiuiiiicic e 8,301 — 9,872 (1,571)°
Deferred and refundable iNCOME taXES..........cveerrcrreiiereeree e 1,216 1,094 122 —
Prepaid expenses and other current assets.. . 862 385 503 (26)*
INVENTOTIES ..o s 6,360 6,360 — —
TOAl CUMTENT ASSELS.....evvcteieiiiei ettt 27,217 13,783 14,589 (1,155)
Property, plant and equipment — net .... . 12,386 9,308 3,078 —
Long-term receivables — trade and Other............cco..evveivrivneeeeeneeeeieeiesiees e 971 381 182 408%*
Long-term receivables — fINANCE ..o e 12,279 — 12,717 (438)°
Investments in unconsolidated affiliated companies . . 105 97 8 —
Investments in Financial Products SUDSICHaries ............cccceeevvievieeviciceecee e — 4514 — (4,514)°
Noncurrent deferred and refundable iNCOME taXeS .........coceeveirrrrcciinreceee 2,714 3,083 65 (434)°
Intangible assets . 465 464 1 —
GOOUAWIIT ... 2,269 2,269 — —
OBNBI BSSELS.....c.viiiiii s 1,632 297 1,335 —
TOLAL @SSELS ...ttt b bbbttt $60,038 $34,196 $31,975 $(6,133)
Liabilities
Current liabilities:
ShOrt-term DOITOWINGS. ....c.cviririiicciee b $4,083 $1,433 $3,676 $(1,026)"
ACCOUNES PAYADIE.........oooveveieeieece s 2,993 2,862 229 (98)°
ACCTUBH BXPEINSES ...ttt sttt b bbbt b ettt b e 3,351 2,055 1,323 27)°
Accrued wages, salaries and employee benefits ... 797 790 7 —
CUSEOMET BUVANCES ...t 1,217 1,217 — —
Dividends PAYabIE ..........cccuiiiiriiicie e 262 262 — —
Other cUrTent lADIIILIES ...........o..eveeveeeeeeee s 888 808 101 (21)°
Long-term debt due Within 0Ne YEar ...........ccoveiiiirrneee e 5,701 302 5,399 —
Total current Habilities ...........coeiiiiiice s 19,292 9,729 10,735 (1,172)
Long-term debt due after one year.... 21,847 5,687 16,195 (35)’
Liability for postemployment benefits. 7,420 7,420 — —
Other liabilities .. . 2,179 2,060 531 (412)°
TOtaAl THADIIITIES .....cvveecie e 50,738 24,896 27,461 (1,619)
Commitments and contingencies
Redeemable Nnoncontrolling iNtEreSt...........cccciiriiiciiee e 477 477 — —
Stockholders’ equity
COMMON SEOCK ...ttt ettt be st b et nesrens 3,439 3,439 883 (883)°
Treasury StocK ........ccceeenene. . (10,646) (10,646) — —
Profit employed in the DUSINESS ..ot 19,711 19,711 3,282 (3,282)°
Accumulated other comprehensive inCOMe (10SS) .......cvuvririiieciciinnnreccieerns (3,764) (3,764) 279 (279)°
Noncontrolling iNterestS.........ocoeeeererreeinrinnnnns . 83 83 70 (70)°
Total stockholders’ equity .. . 8,823 8,823 4,514 (4,514)
Total liabilities, redeemable noncontrolling interest and $60,038 $34,196 $31,975 $(6,133)
SEOCKNOIARTS™ EOUILY......vivieiiieiciei et
1

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

2 Elimination of receivables between Machinery and Engines and Financial Products.

®  Reclassification of Machinery and Engines’ trade receivables purchased by Cat Financial and Cat Financial’s wholesale inventory receivables.
4 Elimination of Machinery and Engines’ insurance premiums that are prepaid to Financial Products.

®  Elimination of Financial Products’ equity which is accounted for by Machinery and Engines on the equity basis.

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

" Elimination of debt between Machinery and Engines and Financial Products.

&  Elimination of payables between Machinery and Engines and Financial Products.

9

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, 2010
(Unaudited)
(Millions of dollars)

Cash flow from operating activities:

Profit (loss) of consolidated and affiliated companies...........cccceeveneeee.
Adjustments for non-cash items:
Depreciation and amortization............ccoceeeveieieiisienesese e

Financial Products’ dividend in excess of profit...........c.ccccooenvienne.

Changes in assets and liabilities:
Receivables - trade and other............cccooveiiiieninein e,
Inventories
ACCOUNTS PAYADIE......ecvieiiiicieee s
ACCIUE EXPENSES ...vvvvevieiectesieie et reste st ste s sa e resbesresbe e s e e eseenas
Customer advances...
Other assets — net..........
Other liabilitieS — NEt ........ccoeiiiiiii e

Net cash provided by (used for) operating activities...........ccccooervererenene.
Cash flow from investing activities:

Capital expenditures - excluding equipment leased to others...............
Expenditures for equipment leased to Others ............cccoeveiiiiencnnee
Proceeds from disposals of property, plant and equipment..................
Additions to finance receivables........c..cccooeveiviievicieieenn
Collections of finance receivables ..........ccccccevevviieiecicncce e
Proceeds from sale of finance receivables............ccccoveviiniiiiiinenne.
Net intercompany DOrTOWINGS.........coveieiriiirere e
Investments and acquisitions (net of cash acquired)...
Proceeds from sale of available-for-sale securities..........c.cccovceeirenne
Investments in available-for-sale SECUrties ..........cccovveveviveieiecieiens
Other — net

Net cash provided by (used for) investing activities .........cccccceovvcererieene.
Cash flow from financing activities:

Dividends Paid.........cccooveieiiiiiiie s
Common stock issued, including treasury shares reissued...................
Excess tax benefit from stock-based compensation..............
Acquisitions of noncontrolling iNterests ...........cccoeverovieneieieeinese e
Net intercompany DOrTOWINGS. ......cvcvrviirenieieeiee e
Proceeds from debt issued (original maturities greater than three
MONENS) 1.ttt sttt st ae e s
Payments on debt (original maturities greater than three months).......
Short-term borrowings — net (original maturities three months or
JESS) et

Net cash provided by (used for) financing activities...........ccccooevereneene.
Effect of exchange rate changes on cash..........ccoocevviviiienencccceee
Increase (decrease) in cash and short-term investments.............c........
Cash and short-term investments at beginning of period .............cc.cccee...
Cash and short-term investments at end of period..........c.ccccovvviciinienns

© N o o A W N e

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines’ Products Adjustments
$969 $964 $174 $(169)?
1,116 750 366 —
176 201 (95) 70*
— 431 — (431)°
(1,096) (701) 64 (459)*°
(1,020) (1,018) — 2)*
1,151 1,153 ©) 7
(91) (12) (93) 14*
171 171 — —
288 142 8 138*
79 276 (45) (152)*
1,743 2,357 370 (984)
(484) (492) (1) 9*
(372) — (397) 25*
755 47 724 (16)*
(4,017) — (11,689) 7,672°
4,161 — 11,467 (7,306)°
5 — 5 —
— (574) 286 288°
(170) (138) (32) —
90 3 87 —
(81) 1) (80) —
6 2 (16) 207
(107) (1,153) 354 692
(527) (527) (600) 600°
84 84 20 (20)’
39 39 — —
(26) (26) — —
— (286) 574 (288)°
4,251 126 4,125 —
(6,471) (889) (5,582) —
(136) (30) (106) —
(2,786) (1,509) (1,569) 292
(120) (34) (86) —
(1,270) (339) (931) —
4,867 2,239 2,628 —
$3,597 $1,900 $1,697 $—

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 Financial Products’ dividend to Machinery and Engines in excess of Financial Products’ profit.
Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.

Reclassification of Cat Financial’s 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 and Engines and Financial Products.

Elimination of change in investment and common stock related to Financial Products.

Elimination of dividend from Financial Products to Machinery and Engines.
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Caterpillar Inc.

Supplemental Data for Cash Flow

For The Six Months Ended June 30, 2009
(Unaudited)
(Millions of dollars)

Cash flow from operating activities:

Net cash provided by (used for) operating activities

Profit (loss) of consolidated and affiliated companies...........cccceeveneeee.
Adjustments for non-cash items:
Depreciation and amortization

Changes in assets and liabilities:
Receivables - trade and Other...........cccoovviviiiie i,
Inventories
ACCOUNTS PAYADIE.....c.eovieiiciecic s
ACCIUE EXPENSES ...vvvvveeteetesieie et e et ste s e e e se e sresbe e s e e eseenas
Customer advances...
Other assets — net..........
Other liabilities — net

Cash flow from investing activities:

Capital expenditures - excluding equipment leased to others...............
Expenditures for equipment leased to Others ...........ccccoeveiiiiencnnee
Proceeds from disposals of property, plant and equipment..................
Additions to finance receivables........c..cccooeveiieiieniicieieenn,
Collections of finance receivables ..........ccccccevevviieiecicncce e
Proceeds from sale of finance receivables.........c.ccooooeviiiniiieniennn,
Net intercompany DOrTOWINGS. ......cvcviviirenieieieese e
Investments and acquisitions (net of cash acquired) ...
Proceeds from sale of available-for-sale securities............c.cccovvnnen.
Investments in available-for-sale SECUrities ..........cccvvevvviveieiieieiens
Other — net

Net cash provided by (used for) investing activities .........c.ccceevevererieene.
Cash flow from financing activities:

Dividends Paid.........cccooveieiiiiiiie s
Common stock issued, including treasury shares reissued...................
Excess tax benefit from stock-based compensation.............c.ccoceeeeee.
Acquisitions of noncontrolling iNterests ...........ocooevvrevieneneieinene e
Net intercompany DOrTOWINGS. ......cvcvrviirenieieeiee e
Proceeds from debt issued (original maturities greater than three
MONENS) 1.ttt sttt st ae e s
Payments on debt (original maturities greater than three months).......
Short-term borrowings — net (original maturities three months or
JESS) et

Net cash provided by (used for) financing activities...........ccccooevereneene.
Effect of exchange rate changes on cash ..o
Increase (decrease) in cash and short-term investments.............c........
Cash and short-term investments at beginning of period .............cc.ccco....
Cash and short-term investments at end of period..........c.ccccovvviciinienns

N o o A W N e

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated and Engines’ Products Adjustments
$229 $221 $166 $(158)?
1,072 710 362 —
— (158) — 158°
59 258 (270) 71*
3,133 1,446 102 1,585%°
1,631 1,631 — —
(2,181) (2,151) (74) 44*
(536) (512) (33) 9*
(338) (338) — —
168 (50) 241 (23)*
(434) (474) 24 16*
2,803 583 518 1,702
(443) (442) (1) —
(441) — (442) 1
454 41 413 —
(3,800) — (10,939) 7,139°
5,119 — 13,170 (8,051)°
93 — 884 (791)°
— 430 (1,016) 586°
170 3 167 —
(251) 4) (247) —
(53) (63) (10) 207
848 (35) 1,979 (1,096)
(505) (505) — —
31 31 20 (20)’
2 2 — —
(6) (6) — —
— 1,016 (430) (586)°
9,029 872 8,157 —
(7,570) (915) (6,655) —
(3,365) (873) (2,492) —
(2,384) (378) (1,400) (606)
(12) (12) — —
1,255 158 1,097 —
2,736 1,517 1,219 —
$3,991 $1,675 $2,316 $—

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 Cat Financial’s 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 and Engines and Financial Products.

Elimination of change in investment and common stock related to Financial Products.
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2010 OUTLOOK

Economic Outlook

The worldwide economic recovery continued with strong growth in developing economies. We expect recovery to
continue with worldwide economic growth of about 3.5 percent for 2010.

Economic news in Europe and the United States has been less favorable recently, and concerns about a “double-dip”
recession increased. However, this type of recession typically results from significant policy tightening very early in
a recovery. We do not believe such a policy shift has occurred.

Increased concern about the economic recovery should encourage central bankers to become even more cautious
about tightening economic policies. As a result, we no longer expect central bankers to increase interest rates this
year in the United States or the Euro-zone.

Credit spreads have widened but remain well below averages sustained during the credit crisis. Spreads are
generally consistent with continued economic recovery.

We expect that developing economies will continue to drive the recovery and are forecasting economic growth in
those regions of almost 7 percent in 2010. We also expect that developed economies will continue to lag and are
forecasting economic growth of less than 2.5 percent in 2010.

Commodities

Metals demand is increasingly concentrated in the developing economies, and their strong growth should keep prices
favorable for increased production and investment. Our forecast is that copper prices will average more than $3.00
per pound this year.

Increases in oil prices have resulted in about 3 percent higher world oil production and a significant increase in
active drill rigs. We project the West Texas Intermediate crude oil price will average about $80 per barrel.

The vigorous economic recovery in Asia, particularly China, has increased coal demand and supported a 40-percent
increase in Australian coal prices compared to the first half of 2009. We forecast Australian thermal coal prices will
average more than $95 per metric ton, and Central Appalachian coal prices will average more than $60 per ton. Coal
prices at those levels should be high enough to encourage further increases in production.

Developing Economies

Over the past several years, many developing countries have managed their economies well, achieving rapid
economic growth without creating significant inflation problems. Most resumed economic growth in the second
quarter of 2009, and we expect these countries to maintain continued growth through the end of the year.

Asia/Pacific economies should continue to grow at the fastest pace, with growth of about 8.5 percent expected this
year. Our forecast assumes China will grow 10.5 percent, India 8.5 percent and the remaining economies will
average more than 6-percent growth.

In response to concerns about slowing economic growth, China recently announced a program of more than $100
billion of infrastructure development. We also expect China’s central bank will hold interest rates steady this year.

Consumer price inflation has increased in India, and India’s central bank has raised interest rates three times so far
this year. We expect two more rate increases in 2010, but expect only a moderate slowing in economic growth and
construction spending.

We forecast the Africa/Middle East economies will grow 4.5 percent in 2010. Positives include favorable metals and
energy prices, low interest rates and strengthening recoveries in both South Africa and Turkey.

The CIS economy should grow 4.5 percent this year. Interest rates have dropped sharply over the past year, helping
the recovery to strengthen. The region should also benefit from higher commaodity prices.
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Recovery in Latin American economies continued to strengthen through the first half of 2010, and we expect the
regional economy will grow 4.5 percent this year. Both construction and mining should continue to expand.

Developed Economies

Very low inflation, weak credit demand, high unemployment and low capacity utilization indicate a low risk of
growing inflation or asset price bubbles. As a result, we expect that central banks in the United States, the Euro-
zone, the United Kingdom and Japan will hold interest rates steady for the remainder of the year.

Our forecast of U.S. economic growth is 3 percent, and our estimate of housing starts is 675,000 units. Starts of that
amount would be the second lowest since 1945. Nonresidential construction, which typically lags the economy, is
expected to decline for the third consecutive year. Mining, largely benefiting from global commodity demand,
should increase.

We expect the Euro-zone will continue to lag behind other economies, with growth of more than 1 percent this year.
While the government debt crisis has led to widening credit spreads, the European Central Bank appears to be
providing enough liquidity to avoid a downturn. Construction, which peaked in late 2006, likely will be down for
the year.

The Bank of Japan continued to increase liquidity in the banking system, and the economy has grown 4.2 percent
since the recession ended in the first quarter of 2009. That growth rate was the highest in nearly 20 years. We
expect the central bank will increase liquidity further, fostering economic growth of more than 3 percent in 2010.

2010 Sales and Revenues Outlook

The outlook for sales and revenues is a range of $39 to $42 billion, up from the previous forecast of $38 to $42 billion. The
increase in the sales outlook is a result of continuing improvement in end-user demand partially offset by the unfavorable
impact of currency. Key elements of the 2010 sales and revenues outlook compared with 2009 include:

At the midpoint of the revised 2010 sales and revenues range, we expect little change in dealer inventories. In 2009,
dealers reduced inventories of new Caterpillar machines and engines by nearly $4 billion. The absence of this
reduction will result in higher sales for Caterpillar in 2010.

Economic improvement in the developing economies of Asia/Pacific and Latin America is improving construction
spending and increasing end-user demand for Machinery.

Growth in the world economy is driving improved demand for commodities. Higher demand coupled with favorable
commodity prices should be positive for mining-related sales in 2010. Mining-related order activity has remained
robust, and we expect to increase production and sales as the year progresses.

We expect that price realization will be positive by more than 1 percent in 2010.

While Machinery sales are expected to increase in 2010, at the midpoint of the outlook range, Engines sales are
expected to be about flat. Turbine sales in 2010 are expected to be near the record levels of 2009.

2010 Profit Outlook

Profit is expected to be in a range of $3.15 to $3.85 per share. The previous outlook expected profit in a range of $2.50 to
$3.25 per share.

Key positive elements of the profit outlook for 2010 compared to 2009 include:

Higher sales volume.

In 2009, employee redundancy costs were $706 million, or $0.75 per share. We do not anticipate significant
redundancy costs in 2010.

We expect that price realization will be positive by more than 1 percent in 2010.
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. Improved operating efficiency—resulting from higher production volume and continuing improvement from the
Caterpillar Production System with 6 Sigma.

. Material costs are expected to be favorable in 2010.
. Financial Products’ profit before tax is expected to be up slightly from 2009.

The key positive elements of the 2010 profit outlook are expected to be partially offset by:

. Product mix is expected to be unfavorable.

. Higher income taxes. We are forecasting income taxes to be an expense of about 29 percent of profit before tax plus
the $90 million charge in the first quarter related to signing of the U.S. health care legislation and discrete benefits of
about $60 million in the second quarter.

. Higher costs of about $600 million related to incentive compensation due to improving financial performance.

. R&D expense is expected to increase primarily to support product development programs related to EPA Tier 4
emissions requirements.

. We are not forecasting LIFO inventory decrement benefits for 2010. LIFO decrement benefits in 2009 were $300
million.

. We do not expect the favorable impact of currency that was in 2009’s other income/expense to recur in 2010.
. Pension expense is expected to be higher in 2010.

. Depreciation expense is expected to increase. Machinery and Engines capital expenditures are expected to be about
$1.8 billion in 2010, up from $1.3 billion in 2009.

. Diluted shares outstanding are expected to be higher than the 2009 full-year average. This is a result of stock
contributed to our employee benefit plans, as well as increased dilution related to the increase in the share price.

During the second quarter of 2010, we signed a definitive agreement to acquire Electro-Motive Diesel (EMD). As this
acquisition has not yet closed, our 2010 outlook does not include any sales and revenues or profit impact related to EMD.

Forward-looking Statements

Certain statements in this Form 10-Q relate to future events and expectations and, as such, constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are subject to
known and unknown factors that may cause actual results of Caterpillar Inc. to be different from those expressed or implied
in the forward-looking statements. 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 Caterpillar does not undertake to update its forward-looking statements.

It is important to note that actual results of the company may differ materially from those described or implied in such
forward-looking statements based on a number of factors, including, but not limited to: (i) economic volatility in the global
economy generally and in capital and credit markets; (ii) Caterpillar’s ability to generate cash from operations, secure
external funding for operations and manage liquidity needs; (iii) adverse changes in the economic conditions of the
industries or markets Caterpillar serves; (iv) government regulations or policies, including those affecting interest rates,
liquidity, access to capital and government spending on infrastructure development; (v) commaodity price increases and/or
limited availability of raw materials and component products, including steel; (vi) compliance costs associated with
environmental laws and regulations; (vii) Caterpillar’s and Cat Financial’s ability to maintain their respective credit ratings,
material increases in either company’s cost of borrowing or an inability of either company to access capital markets; (viii)
financial condition and credit worthiness of Cat Financial’s customers; (ix) material adverse changes in our customers’
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access to liquidity and capital; (x) market acceptance of Caterpillar’s products and services; (xi) effects of changes in the
competitive environment, which may include decreased market share, lack of acceptance of price increases, and/or negative
changes to our geographic and product mix of sales; (xii) Caterpillar’s ability to successfully implement Caterpillar
Production System or other productivity initiatives; (xiii) international trade and investment policies, such as import quotas,
capital controls or tariffs; (xiv) failure of Caterpillar or Cat Financial to comply with financial covenants in their respective
credit facilities; (xv) adverse changes in sourcing practices for our dealers or original equipment manufacturers; (xvi)
additional tax expense or exposure; (xvii) political and economic risks associated with our global operations, including
changes in laws, regulations or government policies, currency restrictions, restrictions on repatriation of earnings,
burdensome tariffs or quotas, national and international conflict, including terrorist acts and political and economic
instability or civil unrest in the countries in which Caterpillar operates; (xviii) currency fluctuations, particularly increases
and decreases in the U.S. dollar against other currencies; (xix) increased payment obligations under our pension plans; (xx)
inability to successfully integrate and realize expected benefits from acquisitions; (xxi) significant legal proceedings,
claims, lawsuits or investigations; (xxii) imposition of significant costs or restrictions due to the enactment and
implementation of health care reform legislation and proposed financial regulation legislation; (xxiii) changes in accounting
standards or adoption of new accounting standards; (xxiv) adverse effects of natural disasters; and (xxv) other factors
described in more detail under “Item 1A. Risk Factors” in Part | of our Form 10-K filed with the SEC on February 19,
2010 for the year ended December 31, 2009 and in Part Il of our Form 10-Q filed with the SEC on May 3, 2010 for the
quarter ended March 31, 2010. These filings are available on our website at www.cat.com/sec_filings.

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, Item 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 of the end of the period covered by this quarterly report. Based on that
evaluation, the company’s management, including 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 2010, 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.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

The information required by this Item is incorporated by reference from Note 12 included in Part I, Item 1 of this Form 10-

Q.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities
No shares were repurchased during the second quarter 2010.

Other Purchases of Equity Securities

Approximate Dollar
Value of Shares that

Total Number Total Number may yet be
of Shares Average Price of Shares Purchased Purchased
Period Purchased* Paid per Share Under the Program under the Program
APFil 1-30, 2010t 1,490 $59.13 NA NA
May 1-31, 2010 .....cccviiieiriiiinieneene e 1,629 $65.28 NA NA
June 1-30, 2010 ....ccooviiiiiiiniene e 1,366 $60.43 NA NA
TOtal ..o 4,485 $61.76

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

Non-U.S. Employee Stock Purchase Plans

We have 30 employee stock purchase plans administered outside the United States for our non-U.S. employees. As of June
30, 2010, those plans had approximately 10,700 active participants in the aggregate. During the second quarter of 2010,
approximately 225,000 shares of Caterpillar common stock or foreign denominated equivalents were distributed under the
plans. Participants in some foreign plans have the option of receiving non-U.S. share certificates (foreign-denominated
equivalents) in lieu of U.S. shares of Caterpillar common stock upon withdrawal from the plan. These equivalent
certificates are tradable only on the local stock market and are included in our determination of shares outstanding.

Distributions of Caterpillar stock under the plans are exempt from registration under the Securities Act of 1933 (Act)
pursuant to 17 CFR 230.903.
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Restated Certificate of Incorporation.
Bylaws amended and restated as of June 9, 2010.

Indenture dated as of May 1, 1987, between the Registrant and The First National Bank of Chicago, as Trustee
(incorporated by reference from Exhibit 4.1 to Form S-3 (Registration No. 333-22041) filed February 19, 1997).

First Supplemental Indenture, dated as of June 1, 1989, between Caterpillar Inc. and The First National Bank of
Chicago, as Trustee (incorporated by reference from Exhibit 4.2 to Form S-3 (Registration No. 333-22041) filed
February 19, 1997).

Appointment of Citibank, N.A. as Successor Trustee, dated October 1, 1991, under the Indenture, as
supplemented, dated as of May 1, 1987 (incorporated by reference from Exhibit 4.3 to Form S-3 (Registration
No. 333-22041) filed February 19, 1997).

Second Supplemental Indenture, dated as of May 15, 1992, between Caterpillar Inc. and Citibank, N.A., as
Successor Trustee (incorporated by reference from Exhibit 4.4 to Form S-3 (Registration No. 333-22041) filed
February 19, 1997).

Third Supplemental Indenture, dated as of December 16, 1996, between Caterpillar Inc. and Citibank, N.A., as
Successor Trustee (incorporated by reference from Exhibit 4.5 to Form S-3 (Registration No. 333-22041) filed
February 19, 1997).

Tri-Party Agreement, dated as of November 2, 2006, between Caterpillar Inc., Citibank, N.A. and U.S. Bank
National Association appointing U.S. Bank as Successor Trustee under the Indenture dated as of May 1, 1987, as
amended and supplemented (incorporated by reference from Exhibit 4.6 to the 2006 Form 10-K).

Separation and Release Agreement dated May 25, 2010.

Administrative Support and Home Security letter dated June 9, 2010.

Caterpillar Inc. 2006 Long-Term Incentive Plan (as amended and restated effective June 9, 2010).

Computations of Earnings per Share (included in Note 11 of this Form 10-Q filed for the quarter ended June 30,
2010).

Code of Ethics.

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

Certification of Edward J. Rapp, 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, Chief Executive Officer of Caterpillar Inc. and Edward J. Rapp, Group

President and Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.
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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.

CATERPILLAR INC.

July 30, 2010 /s/ Douglas R. Oberhelman Chief Executive Officer
(Douglas R. Oberhelman)

July 30, 2010 /s/ Edward J. Rapp Group President and Chief Financial Officer
(Edward J. Rapp)

July 30, 2010 /sl James B. Buda Vice President, Chief Legal Officer and Secretary
(James B. Buda)

July 30, 2010 /s/ Jananne A. Copeland Corporate Controller and Chief Accounting Officer
(Jananne A. Copeland)
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EXHIBIT 3.1

RESTATED CERTIFICATE OF INCORPORATION
OF
CATERPILLAR INC.

Caterpillar Inc., a corporation organized and existing under the laws of the State of Delaware, hereby certifies as follows:

1. The name of the corporation is Caterpillar Inc. The date of filing its original Certificate of Incorporation with the
Secretary of State was March 12, 1986.

2. This Restated Certificate of Incorporation restates and integrates and further amends the provisions of the
Certificate of Incorporation of this corporation and has been duly adopted by the stockholders of the corporation in
accordance with the provisions of Sections 242 and 245 of the General Corporation Law of Delaware.

3. The text of the Certificate of Incorporation is amended and restated to read as herein set forth in full:
FIRST: The name of this corporation is Caterpillar Inc.

SECOND: The address of the registered office of the corporation in the State of Delaware is Corporation
Trust Center, 1209 Orange Street, in the City of Wilmington, County of New Castle, and the name of its
registered agent at that address is The Corporation Trust Company.

THIRD: The purpose of the corporation is to engage in any lawful act or activity for which corporations may
be organized under the General Corporation Law of Delaware.

FOURTH: (a) The corporation is authorized to issue two classes of shares to be designated, respectively,
"common stock" and "preferred stock.” The total number of such shares shall be two billion and five million
(2,005,000,000), all of which shares shall have a par value of $1.00 per share. The total number of shares of
common stock authorized to be issued shall be two hillion (2,000,000,000) and the total number of shares of
preferred stock authorized to be issued shall be five million (5,000,000).

(b) The shares of preferred stock may be issued from time to time in one or more series. The Board of
Directors is hereby authorized to establish from time to time by resolution or resolutions the number of shares
to be included in each such series, and to fix the designation, powers, preferences and rights of the shares of
each such series and the qualifications, limitations or restrictions thereof, including but not limited to the fixing
or alteration of the dividend rights, dividend rate or rates, conversion rights, voting rights, rights and terms of
redemption (including sinking fund provisions), the redemption price or prices, and the liquidation preferences
of any wholly unissued series of shares of preferred stock, and the number of shares constituting any such
series and the designation thereof, or any or all of them; and to increase or decrease the number of shares of
any series subsequent to the issue of shares of that series, but not below the number of shares of such series
then outstanding. In case the number of shares of any series shall be so decreased, the shares constituting
such decrease shall resume the status which they had prior to the adoption of the resolution originally fixing
the number of shares of such series.

FIFTH: In furtherance and not in limitation of the powers conferred by statute, the Board of Directors shall
have power to make, alter, amend and repeal the bylaws (except so far as the bylaws adopted by the
stockholders shall otherwise provide). Any bylaws made by the Board of Directors under the powers
conferred hereby may be altered, amended or repealed by the Board of Directors or by the stockholders.
Notwithstanding the foregoing and anything contained in this Certificate of Incorporation to the contrary,
Sections 1(b)(ii), 1(c) and 3(f) of Article II, and Section 1 of Article Il of the bylaws shall not be altered,
amended or repealed, and no provisions inconsistent therewith shall be adopted, without the affirmative vote
of the holders of not less than a majority of the outstanding stock of the corporation entitled to vote generally
in the election of directors, voting together as a single class (it being understood that for the purposes of this
Article FIFTH, each share shall have one vote except as otherwise provided in accordance with Article
FOURTH).
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EXHIBIT 3.1

SIXTH: (a) The number of directors which shall constitute the whole Board of Directors of this corporation
shall be as specified in the bylaws of the corporation, subject to the provisions of Article FIFTH herein and
this Article SIXTH.

(b) At each annual meeting of stockholders, directors shall be elected for a term of office to expire at the next
annual meeting of stockholders, with each director to serve until his successor is duly elected and qualified or
until his death, resignation or removal.

(c) No decrease in the number of directors constituting the Board of Directors shall shorten the term of any
incumbent director.

(d) Newly created directorships resulting from any increase in the number of directors and any vacancies on
the Board of Directors resulting from death, resignation, disqualification, removal or other cause shall be filled
by the affirmative vote of a majority of the remaining directors then in office (and not by stockholders), even
though less than a quorum of the Board of Directors. Any director elected in accordance with the preceding
sentence shall hold office until the next annual meeting of stockholders and until such director's successor
shall have been elected and qualified.

(e) Any director may be removed from office without cause but only by the affirmative vote of the holders of
not less than a majority of the outstanding stock of the corporation entitled to vote generally in the election of
directors, voting together as a single class (it being understood that for the purpose of this Article SIXTH,
each share shall have one vote except as otherwise provided in accordance with Article FOURTH).

(f) Notwithstanding the foregoing, whenever the holders of any one or more classes or series of stock issued
by this corporation having a preference over the common stock as to dividends or upon liquidation, shall have
the right, voting separately by class or series, to elect directors at an annual or special meeting of
stockholders, the election, term of office, filling of vacancies, terms of removal and other features of such
directorships shall be governed by the terms of Article FOURTH and the resolution or resolutions establishing
such class or series adopted pursuant thereto.

SEVENTH: (a) Any action required or permitted to be taken by the stockholders of the corporation must be
effected at a duly called annual or special meeting of such holders and may not be effected by any consent in
writing by such holders.

(b) Special meetings of the stockholders of this corporation for any purpose or purposes may be called at any
time by the Chairman of the Board or the President, or by the Board of Directors pursuant to a resolution
approved by a majority of the entire Board of Directors, but such special meetings may not be called by any
other person or persons.

(c) Advance notice of stockholder nominations for the election of directors shall be given in the manner
provided in the bylaws of this corporation.

(d) Election of directors need not be by written ballot unless the bylaws of this corporation shall so provide.

EIGHTH: The corporation reserves the right to amend, alter, change or repeal any provision contained in this
Certificate of Incorporation, in the manner now or hereafter prescribed by statute and this Certificate of
Incorporation, and all rights conferred on stockholders herein are granted subject to this reservation.
Notwithstanding the foregoing, the affirmative vote of not less than a majority of the total voting power of all
outstanding shares of stock in this corporation entitled to vote generally in the election of directors voting
together as a single class (it being understood that for the purposes of this Article EIGHTH, each share shall
have one vote except as otherwise provided in accordance with Article FOURTH) shall be required to alter,
amend or repeal, or adopt any provisions inconsistent with the provisions set forth in Articles FIFTH, SIXTH,
SEVENTH, and this Article EIGHTH.
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EXHIBIT 3.1

NINTH: No director shall be personally liable to the corporation or any stockholders for monetary damages
for breach of fiduciary duty as a director, except for any matter in respect of which such director shall be liable
under Section 174 of Title 8 of the Delaware Code (relating to the Delaware General Corporation Law) or any
amendment thereto or any successor provision thereto or shall be liable by reason that, in addition to any and
all other requirements for such liability, such director (i) shall have breached the duty of loyalty to the
corporation of its stockholders, (i) shall not have acted in good faith, or, in failing to act, shall not have acted
in good faith, (jii) shall have acted in a manner involving intentional misconduct or a knowing violation of law
or, in failing to act, shall have acted in a manner involving intentional misconduct or a knowing violation of
law, or (iv) shall have derived an improper personal benefit. Neither the amendment nor repeal of this Article
NINTH, nor the adoption of any provision of the Certificate of Incorporation inconsistent with this Article
NINTH, shall eliminate or reduce the effect of this Article NINTH in respect of any matter occurring, or any
cause of action, suit or claim that, but for this Article NINTH would accrue or arise, prior to such amendment,
repeal or adoption of an inconsistent provision.

IN WITNESS WHEREOF, said Caterpillar Inc. has caused this certificate to be signed by Douglas R. Oberhelman, its
Chief Executive Officer, and attested by James B. Buda, its Secretary, this 22" day of July, 2010.

Caterpillar Inc.

By: /s/ Douglas R. Oberhelman

Name: Douglas R. Oberhelman
Title: Chief Executive Officer

ATTEST:

By: /s/ James B. Buda
Name: James B. Buda
Title: Secretary
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EXHIBIT 3.2

CATERPILLAR INC.
BYLAWS

(as amended and restated as of June 9, 2010)

Article |
Offices

Section 1. Registered Office.

The registered office of the corporation in the State of Delaware shall be in the City of Wilmington, County of New Castle,
State of Delaware.

Section 2. Other Offices.

The corporation may also have offices at such other places both within and without the State of Delaware as the board of
directors may from time to time determine or the business of the corporation may require.

Article Il
Stockholders

Section 1. Stockholder Meetings.

(@) Place of Meetings. Meetings of stockholders shall be held at such places, within or without the State of
Delaware, as may from time to time be designated by the board of directors.

(b) Annual Meeting.

(0

(i)

1337046-1

The annual meeting of stockholders shall be held on the second Wednesday in April in each year at a time
designated by the board of directors, or at such a time and date as may be designated by the board.

At an annual meeting of the stockholders, only such business shall be conducted as shall have been
properly brought before the meeting. To be properly brought before an annual meeting, business must be
(a) specified in the notice of meeting (or any supplement thereto) given by or at the direction of the board of
directors, (b) otherwise properly brought before the meeting by or at the direction of the board of directors,
or (c) otherwise properly brought before the meeting by a stockholder. For business to be properly brought
before an annual meeting by a stockholder, the stockholder must have given timely notice thereof in writing
to the secretary of the corporation. To be timely, a stockholder's notice must be delivered to or mailed and
received at the principal executive offices of the corporation, not less than 45 days nor more than 90 days
prior to the meeting; provided, however, that in the event that less than 60 days' notice of the date of the
meeting is given or made to stockholders, notice by the stockholder to be timely must be so received not
later than the close of business on the fifteenth (15th) day following the date on which such notice of the
date of the annual meeting was mailed. A stockholder's notice to the secretary shall set forth as to each
matter the stockholder proposes to bring before the annual meeting (a) a brief description of the business
desired to be brought before the annual meeting, (b) the name and address, as they appear on the
corporation's books, of the stockholder proposing such business, (c) the class and number of shares of the
corporation which are beneficially owned by the stockholder and (d) any material interest of the stockholder
in such business. Notwithstanding anything in the bylaws to the contrary, no business shall be conducted at
an annual meeting except in accordance with the procedures set forth in this Section 1(b)(ii). The presiding
officer of an annual meeting shall, if the facts warrant, determine and declare to the meeting that business
was not properly brought before the meeting and in accordance with the provisions of this Section 1, and if
he should so determine, he shall so declare to the meeting and any such business not properly brought
before the meeting shall not be transacted.
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EXHIBIT 3.2

Special Meetings. Special meetings of the stockholders of this corporation for any purpose or purposes may be
called at any time by the chairman of the board or the vice chairman, or by the board of directors pursuant to a
resolution approved by a majority of the entire board of directors, but such special meetings may not be called
by any other person or persons.

Notice of Meetings. Notice of every meeting of the stockholders shall be given in any manner permitted by law,
and such notice shall include the record date for determining the stockholders entitled to vote at the meeting, if
such date is different from the record date for determining stockholders entitled to notice of the meeting.

Quorum. Except as otherwise required by law, the certificate of incorporation and these bylaws, the holders of
not less than one-third of the shares entitled to vote at any meeting of the stockholders, present in person or by
proxy, shall constitute a quorum at all meetings of the stockholders. If a quorum shall fail to attend any meeting,
the chairman of the meeting may adjourn the meeting to another place, date or time. If a notice of any
adjourned special meeting of stockholders is sent to all stockholders entitled to vote thereat, stating that it will
be held with those present constituting a quorum, then, except as otherwise required by law, those present at
such adjourned meeting shall constitute a quorum.

Section 2. Determination of Stockholders Entitled to Vote.

To determine the stockholders entitled to notice of any meeting or to vote, the board of directors may fix in advance a
record date for each as provided in Article VI, Section 1 hereof.

Section 3. Voting.

(@)

Subject to the provisions of applicable law, and except as otherwise provided in the certificate of incorporation,
each stockholder present in person or by proxy shall be entitled to one vote for each full share of stock
registered in the name of such stockholder at the time fixed by the board of directors or by law as the record
date of the determination of stockholders entitled to vote at a meeting.

Every stockholder entitled to vote may do so in person or by one or more agents authorized by proxy. Such
authorization may be in writing or by transmission of an electronic communication, as permitted by law and in
accordance with procedures established for the meeting.

Voting may be by voice or by ballot as the chairman of the meeting shall determine.

In all matters other than the election of directors, the affirmative vote of the majority of shares present in person
or by proxy at the meeting and entitled to vote on the subject matter shall be the act of the stockholders.
Directors shall be elected by a plurality of the votes of the shares present in person or by proxy at the meeting
and entitled to vote on the election of directors.

In advance of any meeting of stockholders the board of directors may appoint one or more persons (who shall
not be candidates for office) as inspectors of election to act at the meeting. If inspectors are not so appointed, or
if an appointed inspector fails to appear or fails or refuses to act at a meeting, the chairman of any meeting of
stockholders may, and on the request of any stockholder or his proxy shall, appoint inspectors of election at the
meeting.

Any action required or permitted to be taken by the stockholders of the corporation must be effected at a duly
called annual or special meeting of such holders and may not be effected by any consent in writing by such
holders.
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EXHIBIT 3.2

Article Il
Board of Directors

Section 1. Election of Directors.

@)

(b)

Number. The authorized number of directors of the corporation shall be fixed from time to time by the board of
directors but shall not be less than three (3). The exact number of directors shall be determined from time to
time either by a resolution or bylaw duly adopted by the board of directors.

Election and Terms of Directors. Each director shall serve for a term of office to expire at the next annual
meeting of stockholders, with each director to serve until his successor is duly elected and qualified or until his
death, resignation or removal.

Newly Created Directorships and Vacancies. No decrease in the number of directors constituting the board of
directors shall shorten the term of any incumbent director. Newly created directorships resulting from any
increase in the number of directors and any vacancies on the board of directors resulting from death,
resignation, disqualification, removal or other cause shall be filled by the affirmative vote of a majority of the
remaining directors then in office (and not by stockholders), even though less than a quorum of the board of
directors. Any director elected in accordance with the preceding sentence shall hold office until the next annual
meeting of stockholders and until such director's successor shall have been elected and qualified.

(d) Nomination of Directors. Candidates for director shall be nominated either

)

(i) by the board of directors or a committee appointed by the board of directors or

(i) by nomination at any such stockholders' meeting by or on behalf of any stockholder entitled to vote at such
meeting provided that written notice of such stockholder's intent to make such nomination or nominations
has been given, either by personal delivery or by United States mail, postage prepaid, to the secretary of
the corporation not later than (1) with respect to an election to be held at an annual meeting of
stockholders, ninety (90) days in advance of such meeting, and (2) with respect to an election to be held at
a special meeting of stockholders for the election of directors, the close of business on the tenth (10th) day
following the date on which notice of such meeting is first given to stockholders. Each such notice shall set
forth: (a) the name and address of the stockholder who intends to make the nomination and of the person
or persons to be nominated; (b) a representation that the stockholder is a holder of record of stock of the
corporation entitled to vote at such meeting and intends to appear in person or by proxy at the meeting to
nominate the person or persons specified in the notice; (c) a description of all arrangements or
understandings between the stockholder and each nominee and any other person or persons (naming such
person or persons) pursuant to which the nomination or nominations are to be made by the stockholder; (d)
such other information regarding each nominee proposed by such stockholder as would be required to be
included in a proxy statement filed pursuant to the proxy rules of the Securities and Exchange Commission,
had the nominee been nominated, or intended to be nominated, by the board of directors; and (e) the
consent of each nominee to serve as a director of the corporation if so elected. The presiding officer of the
meeting may refuse to acknowledge the nomination of any person not made in compliance with the
foregoing procedure.

Removal. Any director may be removed from office without cause but only by the affirmative vote of the holders
of not less than a majority of the outstanding stock of the corporation entitled to vote generally in the election of
directors, voting together as a single class.

Preferred Stock Provisions. Notwithstanding the foregoing, whenever the holders of any one or more classes or
series of stock issued by this corporation having a preference over the common stock as to dividends or upon
liquidation, shall have the right, voting separately by class or series, to elect directors at an annual or special
meeting of stockholders, the election, term of office, filling of vacancies, nominations, terms of removal and
other features of such directorships shall be governed by the terms of Article FOURTH of the certificate of
incorporation and the resolution or resolutions establishing such class or series adopted pursuant thereto.
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Section 2. Meetings of the Board of Directors.

(@)

Regular Meetings. Regular meetings of the board of directors shall be held without call at the following times:
(i) 8:30 a.m. on the second Wednesday in February, April, June, August, October and December;

(ii) one-half hour prior to any special meeting of the stockholders, and immediately following the adjournment
of any annual or special meeting of the stockholders.

Notice of all such regular meetings is hereby dispensed with.

(b)

Special Meetings. Special meetings of the board of directors may be called by the chairman of the board, any
two (2) directors or by any officer authorized by the board. Notice of the time and place of special meetings shall
be given by the secretary or an assistant secretary, or by any other officer authorized by the board. Such notice
shall be given to each director personally or by mail, messenger, telephone or telegraph at his business or
residence address. Notice by mail shall be deposited in the United States mail, postage prepaid, not later than
the third (3rd) day prior to the date fixed for the meeting. Notice by telephone or telegraph shall be sent, and
notice given personally or by messenger shall be delivered, at least twenty-four (24) hours prior to the time set
for the meeting. Notice of a special meeting need not contain a statement of the purpose of the meeting.

Adjourned Meetings. A majority of directors present at any regular or special meeting of the board of directors,
whether or not constituting a quorum, may adjourn from time to time until the time fixed for the next regular
meeting. Notice of the time and place of holding an adjourned meeting shall not be required if the time and
place are fixed at the meeting adjourned.

Place of Meetings. Unless a resolution of the board of directors, or the written consent of all directors given
either before or after the meeting and filed with the secretary, designates a different place within or without the
State of Delaware, meetings of the board of directors, both regular and special, shall be held at the
corporation's offices at 100 N.E. Adams Street, Peoria, lllinois.

Participation by Telephone. Members of the board may participate in a meeting through use of conference
telephone or similar communications equipment, so long as all members participating in such meeting can hear
one another, and such participation shall constitute presence in person at such meeting.

Quorum. At all meetings of the board one-third of the total number of directors shall constitute a quorum for the
transaction of business and the act of a majority of the directors present at any meeting at which there is a
quorum shall be the act of the board of directors, except as may be otherwise specifically provided by statute or
by the certificate of incorporation. A meeting at which a quorum is initially present may continue to transact
business notwithstanding the withdrawal of directors, if any action is approved by at least a majority of the
required quorum for such meeting. Less than a quorum may adjourn any meeting of the board from time to time
without notice.

Section 3. Action Without Meeting.

Any action required or permitted to be taken by the board of directors may be taken without a meeting if all members of
the board consent thereto in writing, and the writing or writings are filed with the minutes of the proceedings of the board.

Section 4. Compensation of Directors.

The directors may be paid such compensation for their services as the board shall from time to time determine. Directors
who receive salaries as officers or employees of the corporation shall not receive additional compensation for their
services as directors.
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Section 5. Committees of the Board.

There shall be such committees of the board of directors each consisting of two or more directors with such authority,
subject to applicable law, as a majority of the board shall by resolution determine. Committees of the board shall meet
subject to the call of the chairman of each committee and shall prepare and file with the secretary minutes of their
meetings. Unless a committee shall by resolution establish a different procedure, notice of the time and place of
committee meetings shall be given by the chairman of the committee, or at his request by the chairman of the board or
by the secretary or an assistant secretary. Such notice shall be given to each committee member personally or by mail,
messenger, telephone or telegraph at his business or residence address at the times provided in subsection (b) of
Section 2 of this Article for notice of special meetings of the board of directors. One-third of a committee but not less than
two members shall constitute a quorum for the transaction of business. Except as a committee by resolution may
determine otherwise, the provisions of Section 3 and of subsections (c), (d) and (e) of Section 2 of this Article shall apply,
mutatis mutandis, to meetings of board committees.

Article IV
Officers

Section 1. Officers.

The officers of the corporation shall be a chairman of the board, who shall be the chief executive officer, one or more
group presidents, one or more vice presidents, a chief financial officer, a secretary and a treasurer, together with such
other officers as the board of directors shall determine. Any two or more offices may be held by the same person.

Notwithstanding the foregoing or any other provision of these bylaws, the chairman of the board may be an individual
other than the chief executive officer only for a period not to exceed six months commencing upon the effective date of
the election of a new chief executive officer.

Section 2. Election and Tenure of Officers.

Officers shall be elected by the board of directors, shall hold office at the pleasure of the board, and shall be subject to
removal at any time by the board. Vacancies in office may be filled by the board.

Section 3. Powers and Duties of Officers.

Each officer shall have such powers and duties as may be prescribed by the board of directors or by an officer
authorized so to do by the board.

Section 4. Compensation of Officers.

The compensation of officers shall be determined by the board of directors; provided that the board may delegate
authority to determine the compensation of any assistant secretary or assistant treasurer, with power to redelegate.

Article V
Indemnification

The corporation shall indemnify to the full extent permitted by, and in the manner permissible under, the laws of the State
of Delaware any person made, or threatened to be made, a party to an action or proceeding, whether criminal, civil,
administrative or investigative (hereinafter a “proceeding”), by reason of the fact that he, his testator or intestate is or was
a director or officer of the corporation or any predecessor of the corporation, or served any other enterprise as a director
or officer at the request of the corporation or any predecessor of the corporation. The corporation shall pay or reimburse
the actual and reasonable expenses (including attorneys fees) of such person incurred in defending any threatened or
pending proceeding in advance of its final disposition if the corporation has received an undertaking by the person
receiving such payment or reimbursement to repay all amounts advanced if it should be ultimately determined that he or
she is not entitled to be indemnified under this Article V or otherwise.
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The foregoing provisions of this Article V shall be deemed to be a contract between the corporation and each director
and officer who serves in such capacity at any time while this bylaw is in effect, and any repeal or modification thereof
shall not affect any rights or obligations then existing with respect to any state of facts then or theretofore existing or any
action, suit or proceeding theretofore or thereafter brought based in whole or in part upon any such state of facts.

The foregoing rights of indemnification and advancement of expenses shall not be deemed exclusive of any other rights
to which any director or officer may be entitled apart from the provisions of this Article.

The board of directors in its discretion shall have power on behalf of the corporation to indemnify and advance expenses
to any person, other than a director or officer, made a party to any action, suit or proceeding by reason of the fact that
he, his testator or intestate, is or was an employee of the corporation.

Article VI
Miscellaneous

Section 1. Record Date.

(@) In order that the corporation may determine the stockholders entitled to notice of any meeting of stockholders or
any adjournment thereof, the board of directors may fix, in advance, a record date, which record date shall not
precede the date upon which the resolution fixing the record date is adopted by the board of directors and which
record date shall not be more than sixty (60) nor less than ten (10) days prior to the date of such meeting. If the
board of directors so fixes a date, such date shall also be the record date for determining the stockholders
entitled to vote at such meeting unless the board of directors determines, at the time it fixes such record date,
that a later date on or before the date of the meeting shall be the date for making such determination. If no
record date is fixed by the board of directors, the record date for determining stockholders entitled to notice of
and to vote at a meeting of stockholders shall be at the close of business on the day next preceding the day on
which notice is given, or, if notice is waived, at the close of business on the day next preceding the day on
which the meeting is held. A determination of stockholders of record entitled to notice of or to vote at a meeting
of stockholders shall apply to any adjournment of the meeting; provided, however, that the board of directors
may fix a new record date for determination of stockholders entitled to vote at the adjourned meeting, and in
such case shall also fix as the record date for stockholders entitled to notice of such adjourned meeting the
same or an earlier date as that fixed for determination of stockholders entitled to vote in accordance with the
foregoing provisions at the adjourned meeting.

(b) In order that the corporation may determine the stockholders entitled to receive payment of any dividend or
other distribution or allotment of any rights or entitled to exercise any rights in respect of any change,
conversion or exchange of stock, or for the purpose of any other lawful action, the board may fix, in advance, a
record date, which shall not be more than sixty (60) days prior to any such corporate action. If not fixed by the
board, the record date shall be at the close of business on the day on which the board of directors adopts
resolution relating thereto.

(c) Stockholders on a record date are entitled to notice, to vote or to receive the dividend, distribution or allotment
of rights or to exercise the rights, as the case may be, notwithstanding any transfer of any shares on the books
of the corporation after the record date, except as otherwise provided by agreement or by applicable law.

Section 2. Stock Certificates.

(@) Shares of the corporation may be certificated or uncertificated, as provided under the laws of the State of
Delaware. Every holder of certificated shares in the corporation shall be entitled to have a certificate signed in
the name of the corporation by the chairman of the board or the vice chairman, or by the president or vice
president, and by the treasurer or an assistant treasurer, or the secretary or an assistant secretary, certifying
the number of shares and the class or series of shares owned by the stockholder. Any or all of the signatures
on the certificate may be a facsimile. In case any officer, transfer agent or registrar who has signed or whose
facsimile signature has been placed upon a certificate shall have ceased to be such officer, transfer agent or
registrar before such certificate is issued, it may be issued by the corporation with the same effect as if such
person were an officer, transfer agent or registrar at the date of issue.
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(b) The corporation may issue a new share certificate or a new certificate for any other security in the place of any
certificate theretofore issued by it, alleged to have been lost, stolen or destroyed, and the corporation may
require the owner of the lost, stolen or destroyed certificate or the owner's legal representative to give the
corporation a bond (or other adequate security) sufficient to indemnify it against any claim that may be made
against it (including any expense or liability) on account of the alleged loss, theft or destruction of any such
certificate or the issuance of such new certificate.

Section 3. Corporate Seal.
The corporation shall have a corporate seal in such form as shall be prescribed and adopted by the board of directors.

Section 4. Construction and Definitions.

Unless the context requires otherwise, the general provisions, rules of construction, and definitions in the General
Corporation Law of Delaware shall govern the construction of these bylaws.

Section 5. Amendments.

Subject to the provisions of the certificate of incorporation, these bylaws may be altered, amended or repealed at any
regular meeting of the stockholders (or at any special meeting thereof duly called for that purpose) by a majority vote of
the shares represented and entitled to vote at the meeting; provided that in the notice of such special meeting notice of
such purpose shall be given. Subject to the laws of the State of Delaware, the certificate of incorporation and these
bylaws, the board of directors may by majority vote of those present at any meeting at which a quorum is present amend
these bylaws, or enact such other bylaws as in their judgment may be advisable for the regulation of the conduct of the
affairs of the corporation.

1337046-1 7



EXHIBIT 10.1

SEPARATION AND RELEASE AGREEMENT

THIS SEPARATION AND RELEASE AGREEMENT (“Agreement”) is between
David B. Burritt (“I,” “me” or “my”) and Caterpillar Inc. (“Employer”). Employer and | agree:

1. Employment through September 30, 2010. My employment with Employer will
terminate effective October 1, 2010 (the “Termination Date”). My active service performing the
function of Vice President, Global Finance & Strategic Services Division, and as Chief Financial
Officer, will end effective June 1, 2010. | will continue as an active employee of Employer
through September 30, 2010. During this period I have the opportunity to pursue full time
employment opportunities with another employer without compromising my eligibility to receive
the payments and benefits described in this Agreement. This provision in no way limits
Employer’s rights to enforce my obligations under Paragraph 6 of this Agreement. | agree that |
will be available with appropriate advance notice (48 hours to the extent practicable) so as to not
compromise any other employment obligations I may have, to perform such duties as required by
the Chief Financial Officer through such date. From June 1, 2010 through September 30, 2010, |
will continue to receive my current base salary and will be entitled to participate in the same
employee benefit and incentive compensation plans/programs as other similarly situated
employees, subject to any restrictions, limitations and discretionary authority specified in such
plans and programs. By way of example but not limitation, 1 will be eligible to receive pro rata
payments pursuant to the Caterpillar Inc. Short-Term Incentive Plan for Management, Salaried
and Non-Bargained Hourly Employees (“STIP”) and the Caterpillar Inc. Long-Term Cash
Performance Plan (“LTCPP”) to the extent of actual attainment of the respective STIP and
LTCPP performance goals/metrics and in accordance with the terms and provisions of such
plans. | understand that my final performance summary rating as an employee effective on
October 1, 2010 will not negatively impact my receipt of STIP and LTCPP that | am eligible to
receive as described in this Agreement. | further understand that after October 1, 2010 I will
receive as part of my final wages payment for 22 days of vacation time that | will not have used
during 2010 in the amount of $42,646.56.

2. Separation Payments and Benefits. Employer will provide me with the following
separation payments and benefits, less applicable tax withholding and deductions, in addition to
the compensation | will receive as an active employee through September 30, 2010:

A. A lump sum payment paid as soon as administratively practicable
following October 1, 2010 of $857,027 in exchange for the promises set forth in
paragraphs 3, 4, 5 and 11 of this Agreement. In no event shall such lump sum payment
be paid later than December 31, 2010.

B. A lump sum payment paid as soon as administratively practicable
following October 1, 2011 of $490,000, in exchange for the promises set forth in
paragraph 6 of this Agreement. In no event shall such lump sum payment be paid later
than December 31, 2011.



C. Outplacement services for a period of up to six months provided by
Employer through the service provider Challenger, Gray, & Christmas, Inc. in exchange
for any other promises made by me in this Agreement. | understand I may choose to
commence these services in 2010 within 30 days of signing this agreement or on October
1, 2010. These services will continue for six (6) months after | choose to commence
receipt of these services, or until I may be placed with another employer, whichever
should occur first.

3. Release. | release the following parties from all claims | may have, known or
unknown, against them:

> Employer;

> Employer’s parent, subsidiary and affiliated companies;

> Employer’s predecessors; and

> All of the above companies’ agents, directors, officers, employees,

representatives, fiduciaries, shareholders, successors and assigns.

My release of claims includes all claims related to my employment with Employer or the
termination of my employment. For example, my release includes claims based on:

> Any federal statute, including: the False Claims Act (including any right to share
in any recovery by the United States government); Title VII of the Civil Rights
Act of 1964; the Civil Rights Act of 1866; the Civil Rights Act of 1874, the Age
Discrimination in Employment Act (ADEA); the Equal Pay Act; the Americans
with Disabilities Act; the Employee Retirement Income Security Act of 1974; and
the National Labor Relations Act;

> Any state statute, including discrimination and whistleblower statutes;

> Any ordinance;

> Any express or implied contract between Employer and me;

> Any tort, such as defamation, misrepresentation, infliction of emotional distress,
or fraud;

> Negligence; or

> Any other legal theory.

My release does not: (i) affect my right to obtain any vested and nonforfeitable balance in my
accounts under any retirement plan; (ii) preclude me from exercising any conversion or
continuation coverage rights | may have under Employer’s welfare benefit plans; or (iii) waive
my right to file an administrative charge with or participate in an administrative proceeding
conducted by any governmental agency concerning my employment, although my release does
waive my right to receive any individual remedy, including monetary damages, in connection
with any charge.

4, Cooperation and Assistance. | agree that | will cooperate (i) with Employer in the
investigation, prosecution or defense of any potential claims or concerns regarding Employer’s
or any affiliates’ business about which | have relevant knowledge, including by providing
truthful information and testimony as reasonably requested by Employer, and (ii) with all
government authorities on matters pertaining to any investigation, litigation or administrative
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proceeding concerning Employer or its affiliates. Employer will in turn cooperate and assist me
with addressing any such matters and will reimburse me for any reasonable travel and out-of-
pocket expenses | incur in providing such cooperation. | further agree to inform Employer of all
subpoenas, correspondence, telephone calls, requests for information, inquiries or other contacts
I may receive from third parties, including governmental agencies, concerning any fact or
circumstances known to me during my employment with Employer. | agree to inform Employer
within two (2) business days of each such contact. Employer will in accordance with its
applicable bylaws and internal company policies indemnify me against any and all claims and
losses that may arise as a result of acts or omissions by me in the scope of my employment,
and/or my service as Vice President, Global Finance & Strategic Services Division, and as Chief
Financial Officer.

5. Non-Disparagement. | agree not to make any negative comment about or
otherwise disparage Employer or those associated with it orally or in writing, directly or by
implication, to any person, including Employer’s customers or agents. | further agree not to
provide testimony as an expert or paid witness on behalf of a party adverse to Employer or its
affiliates. This paragraph does not prohibit me from testifying pursuant to a subpoena or from
accepting witness fees accompanying a subpoena, and this paragraph in no way limits my right
to file a charge with or participate in any administrative proceeding conducted by a governmental
agency relating to my employment.

6. Restrictive Covenants. For 12 months following my employment termination, I
will not, directly or indirectly, without Employer’s prior written consent, do any of the
following:

a. Solicit any business competitive with any Caterpillar business from any
person or entity who: (i) was a Caterpillar provider or customer within the 18 months
before my employment termination and (ii) with whom | had contact to further
Caterpillar’s business or for whom | performed services, or supervised the provision of
services for, during my employment;

b. Hire, employ, recruit or solicit any Caterpillar employee or consultant who
possesses confidential information of Caterpillar;

C. Induce or influence any Caterpillar employee, consultant, customer or
provider to terminate his, her or its employment or other relationship with Caterpillar;

d. Engage or participate in, or in any way render services or assistance to,
any business that competes, directly or indirectly, with any Caterpillar product or service
that I participated in, engaged in, or had Confidential Information regarding, in any
geographic territory over which | had responsibilities, during the 18 months before my
employment termination;

e. Assist anyone in any of the activities listed above.

If I violate the promises in this paragraph, in addition to all other remedies, I shall not be entitled
to receive any further payments or benefits under this Agreement. However, my obligations,
releases, and promises in this Agreement shall survive and be continuing. | specifically



acknowledge and agree that that the consideration already provided by this Agreement is
sufficient for the continuing obligations, releases and covenants herein.

7. Acknowledgment of Obligations. | acknowledge that during my employment, |
developed and have been exposed to trade secrets or confidential information regarding
Employer and its affiliates, including business strategies, operations, and actual and potential
customers and suppliers (“Confidential Information”). Employer considers such Confidential
Information to be valuable and proprietary. | agree that after my termination date | remain
bound by the Intellectual Property Agreement that I signed during my employment with
Employer. | acknowledge that | am under a continuing obligation to keep confidential, not
disclose and not use any confidential information except as specifically authorized by Employer.
I understand | will be required to sign an Exit Statement upon my separation from employment
that reaffirms these obligations regarding trade secret and confidential information. Should |
gain employment at other employers in the future, | understand that Employer has Conflict of
Interest guidelines in effect that may impact its purchasing relationships and practices with such
possible employers, as stated in Employer’s Purchasing Practices No. 49. Both Employer and |
agree that I should contact the Chief Financial Officer so that Employer may determine whether
any such restriction on my future employment exists by operation of this Agreement, or whether
any conflict of interest as contemplated by Purchasing Practices N0.49 exists regarding my
employment opportunities with such possible employers. Regarding the obligations of
Purchasing Practices No0.49, Employer and | agree that we will each use our best efforts to assess
whether such conflict of interest may be avoided prior to my accepting employment with such
other employers.

8. Disclosure. | have reviewed Employer’s Worldwide Code of Business Conduct
(the “Code”) and I understand my obligations to Employer under the Code. 1 agree that | have
been given an adequate opportunity to advise Employer, and that | have fully and truthfully
advised Employer, of any facts that | am aware of that constitute or might constitute a violation
of the Code, any other Employer policies, or any ethical, legal or contractual standards or
obligations of Employer or its affiliates. If | learn of such facts in the future, | agree to report
them to Employer by contacting Employer’s Office of Business Practices.

9. Stock Options, Restricted Stock, Restricted Stock Units, Stock Appreciation
Rights. Nothing in this Agreement is intended to or does supersede or otherwise affects the
terms of any agreement, award document or certificate relating to a grant of stock options,
restricted stock, restricted stock units or stock appreciation rights under the equity plans. My
rights and obligations under any such agreement, award document or certificate, including but
not limited to any restrictive covenants, remain in full force and effect according to their terms.

10. Reference. | agree that | will direct all inquiries regarding my employment,
including those from prospective employers, to Employer’s Chief Financial Officer.

11.  Confidentiality of Agreement. Both Employer and | will keep this Agreement
confidential except as required by law and I will not disclose its terms to anyone except my
spouse or domestic partner, legal counsel, and financial or tax advisor, provided these individuals
agree to be bound by the terms of this confidentiality provision, and as required by law.




12. Judicial Modification and Severability. If any of this Agreement’s provisions is
determined to be unenforceable, Both Employer and | agree that such provision should be
modified so that it is enforceable or, if modification is not possible, that it should be severed, and
the enforceability of the remaining provisions will not be affected by such modification or
severance.

13. Period to Consider Signing Agreement. | have 45 days to consider whether to
sign this Agreement.

14. Revocation Period. |1 may revoke this Agreement up to 7 days after I signit. To
be effective, my revocation must be: (i) in writing; (i) sent to Alexander C. Giftos, Senior
Corporate Counsel, 100 NE Adams Street, Peoria, IL 61629; and (iii) sent within the 7-day
period in a manner that provides proof it was sent (e.g., postmarked within the 7-day period).

15.  Consulting an Attorney. | understand that Employer has advised me to consult
with an attorney prior to signing this Agreement, but that any legal consultation is at my own
expense. | agree that | have had an adequate opportunity to consult with an attorney, | have read
and understand this Agreement, and | am voluntarily signing this Agreement.

16. Internal Revenue Code Section 409A. | understand and agree that the separation
payments made pursuant to this Agreement do not constitute deferred compensation for purposes
of Section 409A of the Internal Revenue Code of 1986 and its accompanying regulations
(“Section 409A). Specifically, the payment described in Section 2.A. of this Agreement will
be made in a manner that will cause it to be a short-term deferral as described in Treas. Reg. 8
1.409A-1(b)(4) and the payment described in Section 2.B. constitutes separation pay due to
involuntary separation from service as described in Treas. Reg. 8 1.409A-1(b)(9)(iii). This
Agreement shall be implemented and construed in a manner to give effect to the foregoing. In
no event whatsoever shall Employer or any of its affiliates be liable for any tax, interest or
penalties that may be imposed on me pursuant to Section 409A. Neither Employer nor any of its
affiliates have any obligation to indemnify or otherwise hold me harmless from any such taxes,
interest or penalties, or liability for any damages related thereto

17. Non-Admission. Nothing in this Agreement is intended to be an admission by
Employer or myself that either party has violated any law or engaged in any wrongdoing.

18.  Governing Law. This Agreement is governed by Illinois law.

19. Entire Agreement. This Agreement and any other documents referenced in it are
the entire agreement between Employer and me regarding my employment termination. | agree
that this Agreement may only be changed by a written amendment signed by both Employer and
me. Any changes to this Agreement after it was first presented to me, whether material or
immaterial, do not restart the decision period described in the Section entitled “Period to
Consider Signing Agreement.”

Date 5/24/10 /s/ David B. Burritt
David B. Burritt

CATERPILLAR INC.

Date 5/25/10 /sl Gregory S. Folley
Gregory S. Folley
Vice President, Human Services Division
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A ® Caterpillar Inc.
100 NE Adams Street

Peoria, Illinois 61629

June 9, 2010

James W. Owens
Chairman and CEO
Caterpillar Inc.

100 NE Adams St.
Peoria, Illinois 61629

RE: Administrative Support & Home Security In Retirement
Jim:

The Compensation Committee recognizes the importance of having access to the tools and
resources you’ll need as you continue to represent and advocate for Caterpillar. Your role as a
champion for the company in your retirement will be invaluable to our future success. The
following outlines the terms of support provided by Caterpillar upon your retirement.

Peoria Office
An office will be made available to you for up to five (5) years following retirement at a
Caterpillar facility in the Peoria area.

Administrative Assistant

Administrative assistant support will be provided by Caterpillar for up to five (5) years
following your retirement. Administrative assistant support will be provided on an hourly
basis up to, but not to exceed, 30 hours per week at a rate equal to the hourly rate paid to your
current administrative assistant at the time of retirement for the first two (2) years. For the
remaining three (3) years of the five-year period of administrative support, a reimbursement
of $4,500 per month will be available for your use on any administrative needs you deem
necessary. Per Caterpillar practice, the company will pay the administrative assistant
monthly based on your sign-off on hours (first two years) or monthly reimbursement (last
three years).

Home Security

Caterpillar will continue to provide home security, at your current level, through December
31, 2012. Following that, the company will continue to provide security on request at your
current Peoria Heights residence on an out-of-pocket cost recovery basis to be paid by you.
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I'T support
A Caterpillar laptop computer, standard related home /office equipment/software and IT

support will be provided for you and your Caterpillar administrative assistant for up to five
(5) years following retirement. Starting with the date of your retirement, all e-mail
communications will need to flow through personal e-mail accounts.

Travel Agent Support
You may continue to use BCD Travel or other company travel agencies for up to five (5)
years, but of course will be responsible to pay for your own travel and related services.

If you feel any of these benefits become unnecessary before the specified dates above, you
may elect to discontinue them at any time. Finally, please consult your tax advisor regarding
the taxation of these benefits.

/s/ David R. Goode

David R. Goode

Chairman, Compensation Committee
Caterpillar Inc.



EXHIBIT 10.3
CATERPILLAR INC.
2006 LONG-TERM INCENTIVE PLAN

(as amended and restated effective June 9, 2010)

Section 1.
Establishment, Objectives and Duration

1.1. Establishment. With the approval of the stockholders of Caterpillar Inc., a Delaware corporation (the “Company”),
the Company established the Caterpillar Inc. 2006 Long-Term Incentive Plan (the “Plan”) effective June 14, 2006. The
Plan supersedes and replaces all prior equity and non-equity long-term incentive compensation plans or programs
maintained by the Company; provided that, any prior plans of the Company shall remain in effect until all awards granted
under such prior plans have been exercised, forfeited, canceled, expired or otherwise terminated in accordance with the
terms of such grants.

1.2. Purpose. The Plan is intended to provide certain present and future employees and Directors cash-based
incentives, stock-based incentives and other equity interests in the Company thereby giving them a stake in the growth
and prosperity of the Company and encouraging the continuance of their services with the Company or its Subsidiaries.

1.3. Effective Date. The Plan was originally effective on June 14, 2006. This amendment and restatement of the Plan
shall be effective as of the later of (a) the date the amendment and restatement of the Plan is adopted by the Board or
(b) the date the Company’s stockholders approve the amendment and restatement of the Plan (the “Effective Date”).
The amendment and restatement of the Plan will be deemed to be approved by the stockholders if it receives the
affirmative vote of the holders of a majority of the shares of stock of the Company present or represented and entitled to
vote at a meeting duly held in accordance with the applicable provisions of the Certificate of Incorporation or Bylaws of
the Company.

1.4. Duration. The Plan shall remain in effect, subject to the right of the Company’s Board of Directors to amend or
terminate the Plan at any time pursuant to Section 16, until all Shares subject to the Plan shall have been purchased or
granted according to the Plan’s provisions. However, in no event may an Award be granted under the Plan on or after
the tenth anniversary of the original effective date of the Plan, June 14, 2006. Upon termination of the Plan, no Awards
may be granted but Awards previously granted shall remain outstanding in accordance with the terms of the Plan and
the applicable Award Document.

Section 2.
Definitions and Construction

When a word or phrase appears in the Plan with the initial letter capitalized, and the word or phrase does not
commence a sentence, the word or phrase shall generally be given the meaning ascribed to it in this Section unless a
clearly different meaning is required by the context. The following words and phrases shall have the following meanings:

2.1, “Award” means, individually or collectively, a grant under the Plan of Nonqualified Stock Options, Incentive Stock
Options, Stock Appreciation Rights, Restricted Stock, Performance Shares or Performance Units.
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2.2.  "Award Document” means any agreement, contract, or other written instrument that evidences an Award granted
to the Participant under the Plan and sets forth the terms and provisions applicable to such Award.

2.3.  “Award Gain" means (a) with respect to a given Option exercise, the product of (X) the excess of the Fair Market
Value of a Share on the date of exercise over the Option Price times (Y) the number of shares as to which the Option
was exercised at that date, and (b) with respect to any other settlement of an Award granted to the Participant, the Fair
Market Value of the cash or Shares paid or payable to the Participant (regardless of any elective deferral pursuant to
Section 13) less any cash or the Fair Market Value of any Shares or property (other than an Award that would have itself
then been forfeitable hereunder and excluding any payment of tax withholding) paid by the Participant to the Company
as a condition of or in connection with such settlement.

2.4. “"Board” means the Board of Directors of the Company.
2.5. “Cause” means, except as otherwise provided in an Award Document, a willful engaging in gross misconduct

materially and demonstrably injurious to the Company. For this purpose, “willful” means an act or omission in bad faith
and without reasonable belief that such act or omission was in or not opposed to the best interests of the Company.

2.6. “Change of Control” means the occurrence of any of the following events: (a) any person becomes the “beneficial
owner” (as defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company
representing twenty percent (20%) or more of the combined voting power of the Company's then outstanding common
stock, unless the Board by resolution negates the effect of this provision in a particular circumstance, deeming that
resolution to be in the best interests of Company stockholders; (b) during any period of two consecutive years, there
shall cease to be a majority of the Board comprised of individuals who at the beginning of such period constituted the
Board; (c) upon the consummation of a Company stockholder-approved merger or consolidation that results in the voting
securities of the Company outstanding immediately prior thereto representing (either by remaining outstanding or by
being converted into voting securities of the surviving entity) less than fifty percent of the combined voting power of the
voting securities of the Company or such surviving entity outstanding immediately after such merger or consolidation; or
(d) Company stockholders approve a plan of complete liquidation of the Company or an agreement for the sale or
disposition by the Company of all or substantially all of its assets.

2.7.  “Code” means the Internal Revenue Code of 1986, as amended from time to time, or any successor legislation
thereto.

2.8.  “Committee” means the Compensation Committee of the Board, appointed to administer the Plan, as provided in
Section 3.

2.9. “Company” means Caterpillar Inc., a Delaware corporation, and any successor to such entity as provided in
Section 18.

2.10. “Director” means any individual who is a member of the Board.

2.11. “Disability” means, unless otherwise provided for in an employment, change of control or similar agreement in
effect between the Participant and the Company or a Subsidiary or in an Award Document, (a) in the case of an
Employee, the Employee qualifying for long-term disability benefits under any long-term disability program sponsored by
the Company or Subsidiary in which the Employee participates, and (b) in the case of a Director, the inability of the
Director to engage in any substantial gainful business activity by reason of any medically determinable physical or
mental impairment that can be expected to result in death, or which has lasted or can be expected to last for a
continuous period of not less than 12 months, as determined by the Committee, based upon medical evidence.

2.12. “Effective Date” means the date specified in Section 1.3.
2.13.  “Employee” means any employee of the Company or any Subsidiary.

2.14. “Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, or any successor
act thereto.
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2.15. “Fair Market Value” means, as of any given date, the fair market value of a Share on a particular date
determined by such methods or procedures as may be established from time to time by the Committee. Unless
otherwise determined by the Committee, the Fair Market Value of a Share as of any date shall be the mean between the
high and low prices at which the Share is traded on the New York Stock Exchange for that date or, if no prices are
reported for that date, the prices on the next preceding date for which prices were reported. Notwithstanding the
foregoing, unless otherwise determined by the Committee, for purposes of Section 6.5(d) of the Plan, Fair Market Value
means the actual price at which the Shares used to acquire Shares are sold.

2.16. “Family Member” means any (a) child; (b) stepchild; (c) grandchild; (d) parent; (e) stepparent; (f) grandparent; (g)
spouse; (h) former spouse; (i) sibling; (j) niece; (k) nephew; (I) mother-in-law; (m) father-in-law; (n) son-in-law; (0)
daughter-in-law; (p) brother-in-law; or (q) sister-in-law of the Participant (including adoptive relationships). Family
Member also shall mean any person sharing in the Participant’s household (other than a tenant or an employee).

2.17. "Good Reason” means, except as otherwise provided in an Award Document, the occurrence of any of the
following circumstances (unless such circumstances are fully corrected by the Company before a Participant’s
termination of employment):

(@) the Company’s assignment of any duties materially inconsistent with the Participant’s position within the
Company, or which have a significant adverse alteration in the nature or status of the responsibilities of the Participant’s
employment; or

(b) a material reduction by the Company in the Participant’s annual base salary, unless such reduction is part
of a compensation reduction program affecting all similarly situated management employees.

2.18. “Incentive Stock Option” or “ISQ” means the right to purchase Shares pursuant to terms and conditions that
provide that such right will be treated as an incentive stock option within the meaning of Code Section 422, as described
in Section 6.

2.19. “Long Service Separation” means, except as otherwise provided in an Award Document, a termination of
employment with the Company or a Subsidiary after the attainment of age 55 and the completion of ten or more years of
service with the Company and/or its Subsidiaries. Notwithstanding the foregoing and notwithstanding anything in an
Award Document to the contrary, for purposes of determining whether a Participant has incurred a Long Service
Separation, the last period of continuous service with Progress Rail Services, Inc. and/or its subsidiaries and affiliates
(*Progress Rail") prior to May 16, 2006 shall be considered service with the Company and/or its Subsidiaries, subject to
such administrative rules that the Committee (or its delegate) determines are appropriate and provided such participant
was employed by Progress Rail on May 16, 2006.

2.20. “Named Executive Officer” means a Participant who is one of the group of covered employees as defined in the
regulations promulgated under Code Section 162(m), or any successor provision or statute.

2.21. “Nonqualified Stock Option” or “NQSQO” means the right to purchase Shares pursuant to terms and conditions
that provide that such right will not be treated as an Incentive Stock Option, as described in Section 6.

2.22.  "Option” means an Incentive Stock Option or a Nonqualified Stock Option, as described in Section 6.
2.23.  "Option Price” means the per share price of a Share available for purchase pursuant to an Option.
2.24. “Participant” means an Employee, prospective Employee, Director, beneficiary or any other person who has

outstanding an Award granted under the Plan, and includes those former Employees and Directors who have certain
post-termination rights under the terms of an Award granted under the Plan.
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2.25. "Performance-Based Exception” means the exception for performance-based compensation from the tax
deductibility limitations of Code Section 162(m).

2.26. “Performance Period” means the time period during which performance goals must be achieved with respect to
an Award, as determined by the Committee.

2.27. “Performance Share” means an Award granted to a Participant, as described in Section 9.

2.28. “Performance Unit” means an Award granted to a Participant, as described in Section 9.

2.29. “Period of Restriction” means the period during which the transfer of Shares of Restricted Stock is limited in
some way, and the Shares are subject to a substantial risk of forfeiture, as provided in Section 8.

2.30. “Permitted Transferee” means any one or more of the following: (a) Family Members; (b) a trust in which the
Participant and/or Family Members have more than fifty percent of the beneficial interest; (c) a foundation in which the
Participant and/or Family Members control the management of the assets; or (d) any other entity in which the Participant
and/or Family Members own more than fifty percent of the voting interests.

2.31. “Plan" means the Caterpillar Inc. 2006 Long-Term Incentive Plan, as set forth herein.

2.32. “Restricted Stock” means an Award of restricted stock or restricted stock units granted to a Participant pursuant
to Section 8.

2.33.  “Section 16 Officer” means any Employee who is considered an officer of the Company for purposes of Section
16 of the Exchange Act.

2.34.  “Share” or “Shares” means shares of common stock of the Company.

2.35. “Stock Appreciation Right” or “SAR" means an Award, granted alone or in connection with a related Option,
designated as a SAR, pursuant to the terms of Section 7.

2.36. “Subsidiary” means any partnership, limited liability company, corporation, trust or other entity or association,
directly or indirectly, through one or more intermediaries, controlled by the Company. The term “control,” as used in the
immediately preceding sentence, means, with respect to a corporation or limited liability company, the right to exercise,
directly or indirectly, more than fifty percent (50%) of the voting rights attributable to the controlled corporation or limited
liability company, and, with respect to any partnership, trust, other entity or association, the possession, directly or
indirectly, of the power to direct or cause the direction of the management or policies of the controlled entity.

2.37. “Tandem SAR” means a SAR that is granted in connection with a related Option pursuant to Section 7, the
exercise of which shall require forfeiture of the right to purchase a Share under the related Option (and when a Share is
purchased under the Option, the Tandem SAR shall similarly be forfeited).

2.38.  “Non-Tandem SAR” means a SAR that is granted independently of any Options, as described in Section 7.

Section 3.
Administration

3.1.  Plan Administration. The Committee, or any other committee appointed by the Board, shall administer the Plan.
The Committee or other committee appointed to administer the Plan shall consist of not less than two non-Employee
Directors of the Company, within the meaning of Rule 16b-3 of the Exchange Act and not less than two outside directors,
within the meaning of Code Section 162(m). The Board may, from time to time, remove members from, or add members
to, the Committee. Members of the Board shall fill any vacancies on the Committee. Acts of a majority of the Committee
at a meeting at which a quorum is present, or acts reduced to or approved in writing by unanimous consent of the
members of the Committee, shall be valid acts of the Committee.
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3.2, Authority of the Committee. Except as limited by law or by the Certificate of Incorporation or Bylaws of the
Company, and subject to the provisions herein, the Committee shall have full power to select Employees, prospective
Employees and Directors who shall participate in the Plan; determine the sizes and types of Awards; determine the
terms and conditions of Awards in a manner consistent with the Plan; construe and interpret the Plan and any agreement
or instrument entered into under the Plan; establish, amend, or waive rules and regulations for the Plan’s administration;
and amend the terms and conditions of any outstanding Award to the extent such terms and conditions are within the
sole discretion of the Committee as provided in the Plan and subject to Section 16. Further, the Committee shall make
all other determinations, which may be necessary or advisable for the administration of the Plan. As permitted by law,
the Committee may delegate the authority granted to it herein.

3.3.  Electronic Administration. The Committee may, in its discretion, utilize a system for complete or partial electronic
administration of the Plan and may replace any written documents described in the Plan with electronic counterparts, as
appropriate.

3.4.  Decisions Binding. All determinations and decisions made by the Committee pursuant to the provisions of the
Plan and all related orders and resolutions of the Board shall be final, conclusive and binding on all persons, including
the Company, its stockholders, Employees, Participants, and their estates and beneficiaries.

Section 4.
Shares Subject to the Plan and Maximum Awards

4.1. Shares Available for Awards.

(@ The Shares available for Awards may be either authorized and unissued Shares or Shares held in or
acquired for the treasury of the Company. The aggregate number of Shares that may be issued or used for reference
purposes under the Plan or with respect to which Awards may be granted shall not exceed forty million (40,000,000)
Shares, subject to adjustment as provided in Section 4.3. In addition, seventeen million six hundred thousand
(17,600,000) Shares authorized but unissued pursuant to the Caterpillar Inc. 1996 Stock Option and Long-Term
Incentive Plan shall be reserved and available for grant under the Plan. Accordingly, the total Shares authorized and
available for Awards under the Plan are fifty-seven million six hundred thousand (57,600,000) Shares. Notwithstanding
the foregoing, the aggregate number of Shares with respect to which ISOs may be granted shall not exceed the number
specified above, and provided further, that no more than an aggregate of thirty-five percent (35%) of the authorized
Shares under the Plan may be issued with respect to Awards of Restricted Stock and Awards of Performance Shares.

(b)  Upon:
() apayout of a Non-Tandem SAR or Tandem SAR in the form of cash;

(i) a cancellation, termination, expiration, forfeiture, or lapse for any reason (with the exception of
the termination of a Tandem SAR upon exercise of the related Options, or the termination of a related Option upon
exercise of the corresponding Tandem SAR) of any Award; or

(i)  payment of an Option Price or payout of any Award with previously acquired Shares or by
withholding Shares which otherwise would be acquired on exercise or issued upon such payout (excluding shares
withheld for the payment of taxes),

the number of Shares underlying any such Award that were not issued as a result of any of the foregoing actions shall
again be available for all purposes of Awards under the Plan (including, without limitation, for purposes of applying the
limitations set forth in the last sentence of Section 4.1(a)). In addition, in the case of any Award granted in substitution
for an award of a company or business acquired by the Company or a Subsidiary, Shares issued or issuable in
connection with such substitute Award shall not be counted against the number of Shares reserved under the Plan, but
shall be available under the Plan by virtue of the Company’s assumption of the plan or arrangement of the acquired
company or business.
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4.2. Individual Participant Limitations. Unless and until the Committee determines that an Award to a Named
Executive Officer shall not be designed to comply with the Performance-Based Exception, the following rules shall apply
to grants of such Awards under the Plan:

(@ Subject to adjustment as provided in Section 4.3, the maximum aggregate number of Shares (including
Options, SARs, Restricted Stock and Performance Shares to be paid out in Shares) that may be granted in any one
fiscal year to a Participant shall be eight hundred thousand (800,000) Shares.

(b) Except as otherwise provided in Section 7.5(b) regarding SAR exercise, the maximum aggregate cash
payout (including Performance Units and Performance Shares paid out in cash) with respect to Awards granted in any
one fiscal year that may be made to any Participant shall be five million dollars ($5,000,000).

4.3. Adjustments in Authorized Shares. In the event of any change in corporate capitalization, such as a stock split, or
a corporate transaction, such as any merger, consolidation, separation, including a spin-off, or other distribution of stock
or property of the Company, any reorganization (whether or not such reorganization comes within the definition of such
term in Code Section 368) or any partial or complete liquidation of the Company, an adjustment shall be made in the
number and class of Shares available for Awards, the number and class of and/or price of Shares subject to outstanding
Awards granted under the Plan and the number of Shares set forth in Sections 4.1 and 4.2, to prevent dilution or
enlargement of rights. Such adjustment shall be made in a manner determined by the Committee, in its sole discretion,
to be appropriate and equitable; provided, however, that (a) no such adjustment shall cause an increase in the fair value
of an Award for purposes of Statement of Financial Accounting Standards No. 123 (revised 2004) or any successor
thereto; and (b) the number of Shares subject to any Award shall always be a whole number by rounding any fractional
Share (up or down) to the nearest whole Share.

Section 5.
Eligibility and Participation

5.1. Eligibility. Persons eligible to participate in the Plan include all current and future Employees (including officers),
persons who have been offered employment by the Company or a Subsidiary (provided that such prospective Employee
may not receive any payment or exercise any right relating to an Award until such person begins employment with the
Company or Subsidiary), and Directors, as determined by the Committee.

5.2. Participation. Subject to the provisions of the Plan, the Committee shall determine and designate, from time to
time, the Employees, prospective Employees, and Directors to whom Awards shall be granted, the terms of such
Awards, and the number of Shares subject to such Award.

5.3. Foreign Participants. In order to assure the viability of Awards granted to Participants employed in foreign
countries, the Committee may provide for such special terms as it may consider necessary or appropriate to
accommodate differences in local law, tax policy, or custom. Moreover, the Committee may approve such supplements
to, or amendments, restatements, or alternative versions of the Plan as it may consider necessary or appropriate for
such purposes without thereby affecting the terms of the Plan as in effect for any other purpose; provided, however, that
no such supplements, amendments, restatements, or alternative versions shall increase the share limitations contained
in Section 4 of the Plan.

Section 6.
Stock Options

6.1. Grant of Options.

(@) Option Grant. Subject to the terms and provisions of the Plan, Options may be granted to one or more
Participants in such number, upon such terms and provisions, and at any time and from time to time, as determined by
the Committee, in its sole discretion. The Committee may grant either Nonqualified Stock Options or (in the case of
Options granted to Employees) Incentive Stock Options, and shall have complete discretion in determining the number
of Options of each granted to each Participant, subject to the limitations of Section 4. Each Option grant shall be
evidenced by a resolution of the Committee approving the Option grant.
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(b)  Award Document. All Options shall be evidenced by an Award Document. The Award Document shall
specify the Option Price, the term of the Option, the number of Shares subject to the Option, and such other provisions
as the Committee shall determine, and which are not inconsistent with the terms and provisions of the Plan. The Award
Document shall also specify whether the Option is to be treated as an ISO within the meaning of Code Section 422. If
such Option is not designated as an ISO, such Option shall be a NQSO.

6.2. Option Price. The Committee shall designate the Option Price for each Share subject to an Option under the
Plan, provided that such Option Price shall not be less than 100% of the Fair Market Value of Shares subject to an
Option on the date the Option is granted. With respect to a Participant who owns, directly or indirectly, more than 10% of
the total combined voting power of all classes of the stock of the Company or any Subsidiary, the Option Price of Shares
subject to an ISO shall be at least 110% of the Fair Market Value of such Shares on the ISO’s grant date.

6.3. Term of Options. Each Option granted to a Participant shall expire at such time as the Committee shall determine
at the time of grant, but in no event shall be exercisable later than the 10th anniversary of the grant date.
Notwithstanding the foregoing, with respect to I1SOs, in the case of a Participant who owns, directly or indirectly, more
than 10% of the total combined voting power of all classes of the stock of the Company or any Subsidiary, no such ISO
shall be exercisable later than the fifth anniversary of the grant date.

6.4. Exercise of Options. Options granted under this Section 6 shall be exercisable at such times and be subject to
such restrictions and conditions as the Committee shall in each instance approve, which need not be the same for each
grant or for each Participant, and shall be set forth in the applicable Award Document. Notwithstanding the preceding
sentence, the Fair Market Value of Shares to which ISOs are exercisable for the first time by any Participant during any
calendar year (under all plans of the Company and its Subsidiaries) may not exceed $100,000. Any ISOs that become
exercisable in excess of such amount shall be deemed NQSOs to the extent of such excess. If the Award Document
does not specify the time or times at which the Option shall first become exercisable, such an Option shall become fully
vested and exercisable by the Participant on the third anniversary of the grant date.

6.5. Payment. Options granted under this Section 6 shall be exercised by the delivery of a notice of exercise to the
Company (or its designated agent(s)), setting forth the number of Shares with respect to which the Option is to be
exercised, accompanied by full payment for the Shares. The Option Price upon exercise of any Option shall be payable
to the Company in full either:

(@ incash orits equivalent, or

(b) by tendering previously acquired Shares having an aggregate Fair Market Value at the time of exercise
equal to the total Option Price, or

(c) by cashless exercise through delivery of irrevocable instructions to a broker to promptly deliver to the
Company the amount of proceeds from a sale of shares having a Fair Market Value equal to the purchase price.

6.6. Termination of Employment or Service as a Director. The Committee, in its sole discretion, shall set forth in the
applicable Award Document the extent to which a Participant shall have the right to exercise the Option or Options
following termination of his or her employment with the Company or any Subsidiary or following termination of his or her
service as a Director. Such provisions need not be uniform among all Options issued pursuant to the Plan, and may
reflect distinctions based on the reasons for such termination, including, but not limited to, termination for Cause or for
Good Reason, or reasons relating to the breach or threatened breach of restrictive covenants. Subject to Section 15, in
the event that a Participant's Award Document does not set forth such provisions, the following provisions shall apply:

(@ Long Service Separation, Death or Disability. If a Participant’s employment with the Company and/or any
Subsidiary or service as a Director terminates by reason of Long Service Separation, death or Disability, to the extent
that the Option is not exercisable, all Shares covered by his or her Options shall immediately become fully vested and
shall remain exercisable until the earlier of (i) the remainder of the term of the Option, or (i) 60 months from the date of
such termination. In the case of the Participant's death, the Participant’s beneficiary or estate may exercise the Option.
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(b) Termination for Cause. If a Participant’'s employment with the Company and/or any Subsidiary or service
as a Director terminates for Cause, all Options granted to such Participant shall expire immediately and all rights to
purchase Shares (vested or nonvested) under the Options shall cease upon such termination.

(c) Other Termination. If a Participant’s employment with the Company and/or any Subsidiary or service as a
Director terminates for any reason other than Long Service Separation, death, Disability, or for Cause, all Options shall
remain exercisable until the earlier of (i) the remainder of the term of the Option, or (ii) 60 days from the date of such
termination. In such circumstance, the Option shall only be exercisable to the extent that it was exercisable as of such
termination date and shall not be exercisable with respect to any additional Shares. Notwithstanding the foregoing or
anything herein or in an Award Document to the contrary, the Committee, in its sole discretion, shall have the authority to
extend the period during which an Option is exercisable pursuant to this Section 6.6(c) to a period that is no longer than
the earlier of (A) the remainder of the term of the Option, or (B) 60 months from the date of the Participant’s termination
of employment.

6.7. Restrictions on Shares. The Committee may impose such restrictions on any Shares acquired pursuant to the
exercise of an Option granted under this Section 6 as it may deem advisable, including, without limitation, restrictions
under applicable Federal securities laws, under the requirements of any stock exchange or market upon which such
Shares are then listed and/or traded, and under any blue sky or state or foreign securities laws applicable to such
Shares.

6.8. Transferability of Options.

(@ Incentive Stock Options. No ISO granted under the Plan may be sold, transferred, pledged, assigned, or
otherwise alienated or hypothecated, other than by will or by the laws of descent and distribution. Further, all ISOs
granted to a Participant under the Plan shall be exercisable during his or her lifetime only by such Participant.

(b)  Nongualified Stock Options. NQSOs may only be transferred in accordance with this Section 6.8(b).

() Except as otherwise provided in paragraph (i) below or in an Award Document, no NQSO shall be
assignable or transferable by a Participant other than by will, by the laws of descent and distribution or pursuant to a
Domestic Relations Order (as such term is defined in Section 414(p)(1)(B) of the Code).

(i) NQSOs (whether vested or unvested) held by (A) Participants who are Section 16 Officers; (B)
Participants who are Directors; or (C) any Participants who previously held the positions in clauses (A) and (B) may be
transferred by gift or by domestic relations order to one or more Permitted Transferees. NQSOs (whether vested or
unvested) held by all other Participants and by Permitted Transferees may be transferred by gift or by domestic relations
order only to Permitted Transferees upon the prior written approval of the Company’s Director of Compensation +
Benefits.

6.9. Prohibition on Repricing. Except (a) as provided in Section 4.3 or (b) to the extent approved by the stockholders
of the Company, the Option Price of an Option may not be changed following the date such Option is granted. Similarly,
the exchange of an Option (an “Original Option”) for cash, Shares, or other Awards at a time when the Option Price of
such Original Option is equal to or greater than the Fair Market Value of a Share is prohibited. Notwithstanding the
preceding sentence, the exchange of an Original Option for a SAR or another Option (a “New Option”) shall be permitted
only if: (a) the exchange is approved by the stockholders of the Company and (b) either (i) the grant price of the SAR is
greater than the Option Price of the Original Option or (i) the Option Price of the New Option is greater than the Option
Price of the Original Option.

6.10. Acceleration of Vesting. Notwithstanding anything in this Section 6 to the contrary, the Committee, in its sole
discretion, shall have the authority to accelerate the vesting of Options at any time.
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Section 7.
Stock Appreciation Rights

7.1. Grant of SARs.

(@) SAR Grant. Subject to the terms and provisions of the Plan, SARs may be granted to Participants in such
number, upon such terms and provisions, and at any time and from time to time, as determined by the Committee in its
sole discretion. The Committee may grant Non-Tandem SARs, Tandem SARs, or any combination of these forms of
SARs. The Committee shall have complete discretion in determining the number of SARs granted to each Participant
(subject to Section 4) and, consistent with the provisions of the Plan, in determining the terms and conditions pertaining
to such SARs. The Committee shall designate, at the time of grant, the grant price of a Non-Tandem SAR, which grant
price shall not be less than 100% of the Fair Market Value of a Share on the grant date of the SAR. The grant price of
Tandem SARs shall equal the Option Price of the related Option.

(b) Award Document. All SARs shall be evidenced by an Award Document. The Award Document shall
specify the grant price, the term of the SAR, and such other provisions as the Committee shall determine, and which are
not inconsistent with the terms and provisions of the Plan.

7.2.  Term of SARs. The term of a SAR granted under the Plan shall be determined by the Committee, in its sole
discretion; provided, however, that unless otherwise designated by the Committee, such term shall not exceed ten years
from the grant date.

7.3. Exercise of Tandem SARs. Tandem SARs may be exercised for all or part of the Shares subject to the related
Option upon the surrender of the right to exercise the equivalent portion of the related Option. A Tandem SAR may be
exercised only with respect to the Shares for which its related Option is then exercisable. Notwithstanding any other
provision of the Plan to the contrary, with respect to a Tandem SAR granted in connection with an ISO: (i) the Tandem
SAR will expire no later than the expiration of the underlying I1SO; (ii) the value of the payout with respect to the Tandem
SAR may be for no more than 100% of the difference between the Option Price of the underlying ISO and the Fair
Market Value of the Shares subject to the underlying I1SO at the time the Tandem SAR is exercised; and (iii) the Tandem
SAR may be exercised only when the Fair Market Value of the Shares subject to the 1ISO exceeds the Option Price of
the ISO.

7.4. Exercise of Non-Tandem SARs. Non-Tandem SARs may be exercised upon whatever terms and conditions the
Committee, in its sole discretion, imposes upon them.

7.5. Payment of SAR Amount.

(@ Upon exercise of a SAR, a Participant shall be entitled to receive payment from the Company in an
amount determined by multiplying:

(i) The excess of the Fair Market Value of a Share on the date of exercise over the grant price; by
(i)  The number of Shares with respect to which the SAR is exercised.

(b)  Unless otherwise provided in the Award Document, the payment upon SAR exercise may be in cash, in
Shares of equivalent value, or in some combination thereof. If, and to the extent that the payment upon SAR exercise is
made in cash, such cash payment shall not be subject to the limitation of Section 4.2(b).

7.6. Termination of Employment or Service as a Director. The Committee, in its sole discretion, shall set forth in the
applicable Award Document the extent to which a Participant shall have the right to exercise the SAR or SARs following
termination of his or her employment with the Company or any Subsidiary or following termination of his or her service as
a Director. Such provisions need not be uniform among all SARs issued pursuant to the Plan, and may reflect
distinctions based on the reasons for such termination, including, but not limited to, termination for Cause or for Good
Reason, or reasons relating to the breach or threatened breach of restrictive covenants. Subject to Section 15, in the
event that a Participant's Award Document does not set forth such provisions, the following provisions shall apply:
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(@) Long Service Separation, Death or Disability. If a Participant’s employment with the Company and/or any
Subsidiary or service as a Director terminates by reason of Long Service Separation, death or Disability, to the extent
that the SARs are not exercisable, all of his or her SARs shall immediately become fully vested and shall remain
exercisable until the earlier of (i) the remainder of the term of the SAR, or (i) 60 months from the date of such
termination. In the case of the Participant's death, the Participant’s beneficiary or estate may exercise the SAR.

(b) Termination for Cause. If a Participant’'s employment with the Company and/or any Subsidiary or service
as a Director terminates for Cause, all SARs shall expire immediately and all rights thereunder shall cease upon such
termination.

(c) Other Termination. If a Participant's employment with the Company and/or any Subsidiary or service as a
Director terminates for any reason other than Long Service Separation, death, Disability, or for Cause, all SARs shall
remain exerciseable until the earlier of (i) the remainder of the term of the SAR, or (ii) 60 days from the date of such
termination. In such circumstance, the SAR shall only be exercisable to the extent it was exercisable as of such
termination date and shall not be exercisable with respect to any additional SARs. Notwithstanding the foregoing or
anything herein or in an Award Document to the contrary, the Committee, in its sole discretion, shall have the authority to
extend the period during which a SAR is exercisable pursuant to this Section 76.6(c) to a period that is no longer than
the earlier of (A) the remainder of the term of the SAR, or (B) 60 months from the date of the Participant’s termination of
employment.

7.7.  Transferability of SARs. SARs may only be transferred in accordance with this Section 7.7.

(@) Except as otherwise provided in paragraph (b) below or in an Award Document, no SAR shall be
assignable or transferable by a Participant other than by will, by the laws of descent and distribution or pursuant to a
Domestic Relations Order (as such term is defined in Section 414(p)(1)(B) of the Code).

(b) SARs held by (i) Participants who are Section 16 Officers; (ii) Participants who are Directors; or (iii) any
Participants who previously held the positions in clauses (i) and (ii) may be transferred by gift or by domestic relations
order to one or more Permitted Transferees. SARs held by all other Participants and by Permitted Transferees may be
transferred by gift or by domestic relations order to Permitted Transferees only upon the prior written approval of the
Company'’s Director of Compensation and Benefits.

(c) Notwithstanding the foregoing, with respect to a Tandem SAR granted in connection with an I1SO, no such
Tandem SAR may be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated, other than by will or
by the laws of descent and distribution.

7.8.  Prohibition on Repricing. Except (a) as provided in Section 4.3 or (b) to the extent approved by the stockholders
of the Company, the grant price of a SAR may not be changed following the date the SAR is granted. Similarly, the
exchange of a SAR (an “Original SAR”) for cash, Shares, or other Awards at a time when the grant price of such Original
SAR is equal to or greater than the Fair Market Value of a Share is prohibited. Notwithstanding the preceding sentence,
the exchange of an Original SAR for an Option or another SAR (a “New SAR”) shall be permitted only if; (a) the
exchange is approved by the stockholders of the Company and (b) either (i) the Option Price amount is greater than the
grant price of the Original SAR or (i) the grant price of the New SAR is greater than the grant price of the Original SAR.

7.9. Acceleration of Vesting. Notwithstanding anything in this Section 7 to the contrary, the Committee, in its sole
discretion, shall have the authority to accelerate the vesting of SARs at any time.

Section 8.
Restricted Stock

8.1. Grant of Restricted Stock.

(@ Grant of Restricted Stock. Subject to the terms and provisions of the Plan, the Committee, at any time
and from time to time, may grant Restricted Stock to Participants in such amounts as the Committee shall determine.
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(b)  Award Document. All grants of Restricted Stock shall be evidenced by an Award Document. The Award
Document shall specify the Period or Periods of Restriction, the number of shares of Restricted Stock granted, and such
other provisions as the Committee shall determine pursuant to Section 8.2 or otherwise, and which shall not be
inconsistent with the terms and provisions of the Plan. If no Period of Restriction is set forth in the Award Document, the
transfer and any other restrictions shall lapse (i) to the extent of one-third of the shares (rounded to the nearest whole)
covered by the Restricted Stock Award on the third anniversary of the grant date, (i) to the extent of two-thirds of the
shares (rounded to the nearest whole) covered by the Restricted Stock Award on the fourth anniversary of the grant
date, and (iii) to the extent of 100% of the shares covered by the Restricted Stock Award on the fifth anniversary of the
grant date.

(c) Limitation on the Committee. Notwithstanding the preceding provisions of Section 8.1(b) and subject to
the provisions of the Plan, no more than five percent (5%) of the shares that may be issued as Restricted Stock pursuant
to Section 4.1 may have a Period of Restriction as determined by the Committee at the time of grant that will lapse prior
to the third anniversary of the grant date. All remaining shares that may be issued with respect to Awards of Restricted
Stock pursuant to Section 4.1 shall have a Period of Restriction determined by the Committee at the time of grant that
will not lapse until on or after the third anniversary of the grant date. For the avoidance of doubt, this Section 8.1(c) shall
not impair the Committee’s ability to accelerate the vesting of Restricted Stock pursuant to Section 8.6 or to make grants
that provide that vesting is accelerated upon Long Service Separation, death or Disability pursuant to Section 8.5 and
the shares of Restricted Stock for which such acceleration of vesting occurs shall not be considered in applying the
limitations set forth in this Section 8.1(c).

8.2. Other Restrictions. Subject to Section 10 herein, the Committee may impose such other conditions and/or
restrictions on any shares of Restricted Stock granted pursuant to the Plan as it may deem advisable including without
limitation, a requirement that Shares will not be issued until the end of the applicable Period of Restriction (i.e., a
restricted stock unit), a requirement that Participants pay a stipulated purchase price for each share of Restricted Stock,
restrictions based upon the achievement of specific performance goals (Company-wide, Subsidiary-wide, divisional,
and/or individual), time-based restrictions on vesting, which may or may not be following the attainment of the
performance goals, sales restrictions under applicable shareholder agreements or similar agreements, and/or restrictions
under applicable Federal or state securities laws. The Company shall retain the certificates representing Shares of
Restricted Stock in the Company’s possession until such time as all conditions and/or restrictions applicable to such
Shares have been satisfied. Except as otherwise provided in this Section 8 or in any Award Document, Shares of
Restricted Stock covered by each Restricted Stock grant made under the Plan shall become freely transferable by the
Participant after the last day of the applicable Period of Restriction.

8.3. Voting Rights. Unless otherwise designated by the Committee at the time of grant, Participants to whom Shares
of Restricted Stock (but not restricted stock units) have been granted hereunder may exercise full voting rights with
respect to those Shares during the Period of Restriction.

8.4. Dividends and Other Distributions. Unless otherwise designated by the Committee at the time of grant,
Participants holding Shares of Restricted Stock (but not restricted stock units) granted hereunder shall be credited with
regular cash dividends paid with respect to the underlying Shares while they are so held during the Period of Restriction.
The Committee may apply any restrictions to the dividends that the Committee deems appropriate. Without limiting the
generality of the preceding sentence, if the grant or vesting of Shares of Restricted Stock granted to a Named Executive
Officer is designed to comply with the requirements of the Performance-Based Exception, the Committee may apply any
restrictions it deems appropriate to the payment of dividends declared with respect to such Shares of Restricted Stock,
such that the dividends and/or the Shares of Restricted Stock maintain eligibility for the Performance-Based Exception.
In the event that any dividend constitutes a derivative security or an equity security pursuant to the rules under Section
16 of the Exchange Act, such dividend shall be subject to a vesting period equal to the remaining vesting period of the
Shares of Restricted Stock with respect to which the dividend is paid.
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8.5. Termination of Employment or Service as a Director. The Committee, in its sole discretion, shall set forth in the
applicable Award Document the extent to which the Participant shall have the right to receive unvested Restricted Stock
following termination of the Participant's employment with the Company and/or its Subsidiaries or termination of service
as a Director. Such provisions need not be uniform among all shares of Restricted Stock issued pursuant to the Plan,
and may reflect distinctions based on the reasons for termination of employment including; but not limited to, termination
of employment for Cause or for Good Reason, or reasons relating to the breach or threatened breach of restrictive
covenants; provided, however that, except in the cases of terminations connected with a Change of Control and
terminations by reason of death or Disability, the vesting of Restricted Stock that qualify for the Performance-Based
Exception and that are held by Named Executive Officers shall not occur before the time they otherwise would have, but
for the employment termination. Subject to Section 15, in the event that a Participant's Award Document does not set
forth such termination provisions, the following termination provisions shall apply:

(@ Long-Service Separation, Death and Disability. Unless the Award qualifies for the Performance-Based
Exception, if a Participant’s employment with the Company and/or any Subsidiary or service as a Director is terminated
due to Long Service Separation, death or Disability, all shares of Restricted Stock of such Participant shall immediately
become fully vested on the date of such termination and any restrictions shall lapse.

(b)  Other Termination. If a Participant's employment with the Company and/or any Subsidiary or service as a
Director is terminated for any reason other than Long Service Separation, death or Disability, all shares of Restricted
Stock that are unvested at the date of termination shall be forfeited to the Company.

8.6. Acceleration of Vesting. Notwithstanding anything in this Section 8 to the contrary, the Committee, in its sole
discretion, shall have the authority to accelerate the vesting of shares of Restricted Stock at any time.

8.7. Transferability. Except as provided in this Section 8, the shares of Restricted Stock granted herein may not be
sold, transferred, pledged, assigned, or otherwise alienated or hypothecated, voluntarily or involuntarily, until the end of
the applicable Period of Restriction established by the Committee and specified in the Award Document, or upon earlier
satisfaction of any other conditions, as specified by the Committee in its sole discretion and set forth in the Award
Document. All rights with respect to the Restricted Stock granted to a Participant under the Plan shall be available
during his or her lifetime only to such Participant.

Section 9.
Performance Units and Performance Shares

9.1. Grant of Performance Units/Shares.

(@ Grant of Performance Unit/Shares. Subject to the terms of the Plan, Performance Units and/or
Performance Shares may be granted to Participants in such amounts and upon such terms, and at any time and from
time to time, as shall be determined by the Committee, which shall not be inconsistent with the terms and provisions of
the Plan and shall be set forth in an Award Document.

(b) Award Document. All Performance Units and Performance Shares shall be evidenced by an Award
Document. The Award Document shall specify the initial value of the Award, the performance goals and the
Performance Period, as the Committee shall determine, and which are not inconsistent with the terms and provisions of
the Plan.

9.2. Value of Performance Units/Shares. Each Performance Unit shall have an initial value (which may be $0) that is
established by the Committee at the time of grant. Each Performance Share shall have an initial value equal to the Fair
Market Value of a Share on the grant date. The Committee shall set performance goals in its sole discretion which,
depending on the extent to which they are met will determine the number and/or value of Performance Units and/or
Performance Shares that will be paid out to the Participant. For purposes of this Section 9, the time period during which
the performance goals must be met shall be called a Performance Period. Performance Shares not in excess of five
percent of the number of shares that may be issued with respect to Awards of Performance Shares, as provided in
Section 4.1, may have a Performance Period as determined by the Committee in its sole discretion, and any other
Performance Shares shall have a Performance Period, as determined by the Committee, of not less than one year.
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9.3. Earning of Performance Units/Shares. Subject to the terms of the Plan, after the applicable Performance Period
has ended, the holder of Performance Units and/or Performance Shares shall be entitled to receive payout on the
number and value of Performance Units and/or Performance Shares earned by the Participant over the Performance
Period, to be determined as a function of the extent to which the corresponding performance goals have been achieved,
as established by the Committee.

9.4. Form and Timing of Payment of Performance Units/Shares. Except as provided below, payment of earned
Performance Units and/or Performance Shares shall be made in a single lump sum as soon as reasonably practicable
following the close of the applicable Performance Period. Subject to the terms of the Plan, the Committee, in its sole
discretion, may pay earned Performance Units and/or Performance Shares in the form of cash or in Shares (or in a
combination thereof) which have an aggregate Fair Market Value equal to the value of the earned Performance Units
and/or Performance Shares at the close of the applicable Performance Period. Such Shares may be granted subject to
any restrictions deemed appropriate by the Committee. At the sole discretion of the Committee, Participants may be
entitled to receive any dividends declared with respect to Shares which have been earned in connection with grants of
Performance Units and/or Performance Shares which have been earned, but not yet distributed to Participants.

9.5. Termination of Employment or Service as a Director. The Committee, in its sole discretion, shall set forth in the
applicable Award Document the extent to which the Participant shall have the right to receive payment for Performance
Units and/or Performance Shares following termination of the Participant's employment with the Company and/or its
Subsidiaries or termination of service as a Director. Such provisions need not be uniform among all Performance Units
and/or Performance Shares granted pursuant to the Plan, and may reflect distinctions based on the reasons for such
termination including; but not limited to, termination for Cause or for Good Reason, or reasons relating to the breach or
threatened breach of restrictive covenants. Subject to Section 15, in the event that a Participant's Award Document
does not set forth such termination provisions, the following termination provisions shall apply:

(@ Long Service Separation, Death or Disability. Subject to Section 15, if a Participant's employment with
the Company and/or any Subsidiary or service as a Director is terminated during a Performance Period due to Long
Service Termination, death or Disability, the Participant shall receive a prorated payout of the Performance Units and/or
Performance Shares, unless the Committee determines otherwise. The prorated payout shall be determined by the
Committee, shall be based upon the length of time that the Participant held the Performance Units and/or Performance
Shares during the Performance Period, and shall further be adjusted based on the achievement of the pre-established
performance goals. Unless the Committee determines otherwise in the event of a termination due to death, Disability or
Long Service Separation, payment of earned Performance Units and/or Performance Shares shall be made at the same
time as payments are made to Participants who did not terminate employment during the applicable Performance Period.

(b)  Other Termination. If a Participant's employment with the Company and/or any Subsidiary or service as a
Director is terminated during a Performance Period for any reason other than Long Service Termination, death or
Disability all Performance Units and/or Performance Shares shall be forfeited by the Participant to the Company.

9.6. Nontransferability. Except as otherwise provided in a Participant's Award Document, Performance Units and/or
Performance Shares may not be sold, transferred, pledged, assigned, or otherwise alienated or hypothecated, other than
by will or by the laws of descent and distribution. Further, except as otherwise provided in a Participant's Award
Document, a Participant's rights under the Plan shall be exercisable during the Participant's lifetime only by the
Participant or the Participant’s legal representative.

9.7. Acceleration of Vesting. Notwithstanding anything in this Section 9 to the contrary, the Committee, in its sole
discretion, shall have the authority to accelerate the vesting of Performance Units and/or Performance Shares at any
time.
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Section 10.
Performance Measures

10.1. Performance Measures. Unless and until the Committee proposes for stockholder vote and stockholders
approve a change in the general performance measures set forth in this Section 10, the attainment of which may
determine the degree of payout and/or vesting with respect to Awards to Named Executive Officers that are designed to
qualify for the Performance-Based Exception, the performance goals to be used for purposes of such grants shall be
established by the Committee in writing and stated in terms of the attainment of specified levels of or percentage
changes in any one or more of the following measurements: (a) revenue; (b) primary or fully-diluted earnings per Share;
(c) earnings before interest, taxes, depreciation, and/or amortization; (d) pretax income; (e) cash flow from operations; (f)
total cash flow; (g) return on equity; (h) return on invested capital; (i) return on assets; (j) net operating profits after taxes;
(k) economic value added:; (1) total stockholder return; (m) return on sales; or (n) any individual performance objective
which is measured solely in terms of quantifiable targets related to the Company or the Company’s business; or any
combination thereof. In addition, such performance goals may be based in whole or in part upon the performance of the
Company, a Subsidiary, division and/or other operational unit under one or more of such measures.

10.2. Performance Procedures. The degree of payout and/or vesting of such Awards designed to qualify for the
Performance-Based Exception shall be determined based upon the written certification of the Committee as to the extent
to which the performance goals and any other material terms and conditions precedent to such payment and/or vesting
have been satisfied. The Committee shall have the sole discretion to adjust the determinations of the degree of
attainment of the pre-established performance goals; provided, however, that the performance goals applicable to
Awards which are designed to qualify for the Performance-Based Exception, and which are held by Named Executive
Officers, may not be adjusted so as to increase the payment under the Award (the Committee shall retain the sole
discretion to adjust such performance goals upward, or to otherwise reduce the amount of the payment and/or vesting of
the Award relative to the pre-established performance goals). In the event that applicable tax and/or securities laws
change to permit Committee sole discretion to alter the governing performance measures without obtaining stockholder
approval of such changes, the Committee shall have sole discretion to make such changes without obtaining stockholder
approval. In addition, in the event that the Committee determines that it is advisable to grant Awards which shall not
qualify for the Performance-Based Exception, the Committee may make such grants without satisfying the requirements
of Code Section 162(m) and, thus, which use performance measures other than those specified above.

Section 11.
Award Forfeitures

11.1. Forfeiture of Options and Other Awards. Each Award granted hereunder shall be subject to the following
additional forfeiture conditions, to which the Participant, by accepting an Award hereunder, agrees. If any of the events
specified in Section 11.2 occurs (a “Forfeiture Event”), all of the following forfeitures will result:

(@ The unexercised portion of any Option, whether or not vested, and any other Award not then settled
(except for an Award that has not been settled solely due to an elective deferral pursuant to Section 13 by the Participant
and otherwise is not forfeitable in the event of any termination of service of the Participant) will be immediately forfeited
and canceled upon the occurrence of the Forfeiture Event; and

(b)  The Participant will be obligated to repay to the Company, in cash, within five business days after demand
is made therefor by the Company, the total amount of Award Gain (as defined herein) realized by the Participant upon
each exercise of an Option or settlement of an Award (regardless of any elective deferral pursuant to Section 13) that
occurred on or after (i) the date that is six months before the occurrence of the Forfeiture Event, if the Forfeiture Event
occurred while the Participant was employed by the Company or a Subsidiary, or (i) the date that is six months before
the date the Participant's employment by, or service as a Director with the Company or a Subsidiary terminated, if the
Forfeiture Event occurred after the Participant ceased to be so employed.

11.2. Events Triggering Forfeiture. The forfeitures specified in Section 11.1 will be triggered upon the occurrence of
any one of the following Forfeiture Events at any time during the Participant'’s employment by or service as a Director
with the Company or a Subsidiary or during the one-year period following termination of such employment or service:
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(@) Non-Solicitation. The Participant, for his or her own benefit or for the benefit of any other person,
company or entity, directly or indirectly, (i) induces or attempts to induce or hires or otherwise counsels, induces or
attempts to induce or hire or otherwise counsel, advise, encourage or solicit any person to leave the employment of or
the service for the Company or any Subsidiary, (i) hires or in any manner employs or retains the services of any
individual employed by or providing services to the Company or any Subsidiary as of the date of his or her termination of
employment, or employed by or providing services to the Company or any Subsidiary subsequent to such termination,
(iii) solicits, pursues, calls upon or takes away, any of the customers of the Company or any Subsidiary, (iv) solicits,
pursues, calls upon or takes away, any potential customer of the Company or any Subsidiary that has been the subject
of a bid, offer or proposal by the Company or any Subsidiary, or of substantial preparation with a view to making such a
bid, proposal or offer, within six months before such Participant’'s termination of employment with the Company or any
Subsidiary, or (v) otherwise interferes with the business or accounts of the Company or any Subsidiary.

(b) Confidential Information. The Participant discloses to any person or entity or makes use of any
“confidential or proprietary information” (as defined below in this subparagraph (b)) for his or her own purpose or for the
benefit of any person or entity, except as may be necessary in the ordinary course of employment with or other service
to the Company or any Subsidiary. Such “confidential or proprietary information” of the Company or any Subsidiary,
includes, but is not limited to, the design, development, operation, building or manufacturing of products manufactured
and supplied by the Company and its Subsidiaries, the identity of the Company’s or any Subsidiary’s customers, the
identity of representatives of customers with whom the Company or any Subsidiary has dealt, the kinds of services
provided by the Company or any Subsidiary to customers and offered to be performed for potential customers, the
manner in which such services are performed or offered to be performed, the service needs of actual or prospective
customers, pricing information, information concerning the creation, acquisition or disposition of products and services,
customer maintenance listings, computer software and hardware applications and other programs, personnel
information, information identifying, relating to or concerning investors in the Company or any Subsidiary, joint venture
partners of the Company or any Subsidiary, business partners of the Company or any Subsidiary or other entities
providing financing to the Company or any Subsidiary, real estate and leasing opportunities, communications and
telecommunications operations and processes, zoning and licensing matters, relationships with, or matters involving,
landlords and/or property owners, and other trade secrets.

11.3.  Agreement Does Not Prohibit Competition or Other Participant Activities. Although the conditions set forth in this
Section 11 shall be deemed to be incorporated into an Award, the Plan does not thereby prohibit the Participant from
engaging in any activity, including but not limited to competition with the Company and its Subsidiaries. Rather, the non-
occurrence of the Forfeiture Events set forth in Section 11.2 is a condition to the Participant’s right to realize and retain
value from his or her compensatory Awards, and the consequence under the Plan if the Participant engages in an
activity giving rise to any such Forfeiture Event are the forfeitures specified herein. This provision shall not preclude the
Company and the Participant from entering into other written agreements concerning the subject matter of Sections 11.1
and 11.2 and, to the extent any terms of this Section 11 are inconsistent with any express terms of such agreement, this
Section 11 shall not be deemed to modify or amend such terms.

11.4.  Committee Discretion. The Committee may, in its sole discretion, waive in whole or in part the Company’s right
to forfeiture under this Section 11, but no such waiver shall be effective unless evidenced by a writing signed by a duly
authorized officer of the Company. In addition, the Committee may impose additional conditions on Awards, by inclusion
of appropriate provisions in the Award Document. Nothing contained herein shall require the Committee to enforce the
forfeiture provisions of this Section 11. Failure to enforce these forfeiture provisions against any individual shall not be
construed as a waiver of the Company’s right to forfeiture under this Section 11.

11.5. Clawback Provision. Notwithstanding any other provision of the Plan to the contrary, including Section 16.1
which prohibits material and adverse changes to any outstanding Award, any Participant who is an officer of the
Company whose negligent, intentional or gross misconduct contributes to the Company’s having to restate all or a
portion of its financial statements, will be required to forfeit Awards granted under this Plan and repay the Company the
total amount of Award Gain realized by the Participant upon the exercise of an Option or settlement of an Award, as
determined by the Board of Directors, an authorized committee, or its designee, pursuant to the Caterpillar Inc.
Guidelines on Corporate Governance Issues, as adopted on February 14, 2007 and any subsequent amendments. Any
Awards granted under this Plan prior to February 14, 2007 are subject to the provisions of this Section 11.5 only with the
written consent of the Participant.

1364422 15



Section 12.
Beneficiary Designation

12.1. Beneficiary Designations. Each Participant under the Plan may, from time to time, name any beneficiary or
beneficiaries (who may be named contingently or successively) to whom any benefit under the Plan is to be paid in case
of his or her death before he or she receives any or all of such benefit. Each such designation shall revoke all prior
designations by the same Participant, shall be in a form prescribed by the Company, and will be effective only when filed
by the Participant in writing with the Company during the Participant’s lifetime. In the absence of any such designation,
benefits remaining unpaid at the Participant’s death shall be paid to the Participant's estate.

Section 13.
Deferrals

13.1. Deferrals. The Committee may permit a Participant to defer such Participant's receipt of the payment of cash or
the delivery of Shares that would otherwise be due to such Participant upon the exercise of any Option or by virtue of the
lapse or waiver of restrictions with respect to Restricted Stock, or the satisfaction of any requirements or goals with
respect to Performance Units/Shares. If any such deferral election is required or permitted, the Committee shall, in its
sole discretion, establish rules and procedures for such payment deferrals. All such deferrals (and rules and procedures)
shall be consistent with Code Section 409A and any other applicable law.

Section 14.
Rights and Obligations of Parties

14.1.  No Guarantee of Employment or Service Rights. Nothing in the Plan shall interfere with or limit in any way the
right of the Company to terminate any Participant's employment at any time, nor confer upon any Participant any right to
continue in the employ of the Company or any Subsidiary.

14.2. Temporary Absence. For purposes of the Plan, temporary absence from employment because of illness,
vacation, approved leaves of absence, and transfers of employment among the Company and its Subsidiaries, shall not
be considered to terminate employment or to interrupt continuous employment.

14.3. Participation. No Employee or Director shall have the right to be selected to receive an Award under the Plan,
or, having been so selected, to be selected to receive a future Award.

14.4.  Right of Setoff. The Company or any Subsidiary may, to the extent permitted by applicable law, deduct from and
set off against any amounts the Company or Subsidiary may owe to the Participant from time to time, including amounts
payable in connection with any Award, owed as wages, fringe benefits, or other compensation owed to the Participant,
such amounts as may be owed by the Participant to the Company, although the Participant shall remain liable for any
part of the Participant's payment obligation not satisfied through such deduction and setoff. By accepting any Award
granted hereunder, the Participant agrees to any deduction or setoff under this Section 14.

14.5.  Section 83(b) Election. No election under Section 83(b) of the Code (to include in gross income in the year of
transfer the amounts specified in Code Section 83(b)) or under a similar provision of the laws of a jurisdiction outside the
United States may be made, unless expressly permitted by the terms of the Award Document or by action of the
Committee in writing before the making of such election. In any case in which a Participant is permitted to make such an
election in connection with an Award, the Participant shall notify the Company of such election within ten days of filing
notice of the election with the Internal Revenue Service or other governmental authority, in addition to any filing and
notification required pursuant to regulations issued under Code Section 83(b) or other applicable provision.

14.6. Disgualifying Disposition Notification. If any Participant shall make any disposition of Shares delivered pursuant
to the exercise of an Incentive Stock Option under the circumstances described in Code Section 421(b) (relating to
certain disqualifying dispositions), such Participant shall notify the Company of such disposition within ten days thereof.
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Section 15.
Change of Control

15.1.  Change of Control. If a Participant’s employment or service with the Company and/or any Subsidiary terminates
either without Cause or for Good Reason within the 12 month period following a Change of Control, unless otherwise
specifically prohibited under applicable laws, or by the rules and regulations of any governing governmental agencies or
national securities exchanges:

(@ Any and all Options and SARs granted hereunder shall become immediately exercisable, and shall
remain exercisable throughout their entire term;

(b)  Any Period of Restriction and other restrictions imposed on Restricted Stock shall lapse; and

(c)  Unless otherwise specified in an Award Document, the maximum payout opportunities attainable under all
outstanding Awards of Performance Units and Performance Shares shall be deemed to have been fully earned for the
entire Performance Period(s) as of the effective date of the Change of Control. The vesting of all such Awards shall be
accelerated as of the effective date of the Change of Control, and in full settlement of such Awards, there shall be paid
out in cash to Participants within 30 days following the effective date of the Change of Control the maximum of payout
opportunities associated with such outstanding Awards.

Section 16.
Amendment, Modification, and Termination

16.1.  Amendment, Modification, and Termination. The Board may amend, suspend or terminate the Plan or the
Committee’s authority to grant Awards under the Plan without the consent of stockholders or Participants; provided,
however, that any amendment to the Plan shall be submitted to the Company’s stockholders for approval not later than
the earliest annual meeting for which the record date is after the date of such Board action if such stockholder approval
is required by any federal or state law or regulation or the rules of any stock exchange or automated quotation system on
which the Shares may then be listed or quoted and the Board may otherwise, in its sole discretion, determine to submit
other amendments to the Plan to stockholders for approval; and provided further, that, without the written consent of an
affected Participant, no such Board action may materially and adversely affect the rights of such Participant under any
outstanding Award. The Committee shall have no authority to waive or modify any other Award term after the Award has
been granted to the extent that the waived or modified term was mandatory under the Plan.

Section 17.
Withholding

17.1. Tax Withholding. The Company shall have the power and the right to deduct or withhold, or require a Participant
to remit to the Company, an amount sufficient to satisfy Federal, state, and local taxes, domestic or foreign, required by
law or regulation to be withheld with respect to any taxable event arising as a result of the Plan.

17.2.  Share Withholding. With respect to withholding required upon the exercise of Options or SARs, upon the lapse
of restrictions on Restricted Stock, or upon any other taxable event arising as a result of Awards granted hereunder, the
withholding requirement shall be satisfied by the Company withholding Shares having a Fair Market Value on the date
the tax is to be determined equal to the minimum statutory total tax which would be imposed on the transaction.

Section 18.
Miscellaneous

18.1. Unfunded Plan. The Plan is intended to constitute an “unfunded” plan for incentive and deferred compensation.
With respect to any payments not yet made to a Participant or obligation to deliver Shares pursuant to an Award, nothing
contained in the Plan or any Award shall give any such Participant any rights that are greater than those of a general
creditor of the Company; provided that the Committee may authorize the creation of trusts and deposit therein cash,
Shares, other Awards or other property, or make other arrangements to meet the Company’s obligations under the Plan.
Such trusts or other arrangements shall be consistent with the “unfunded” status of the Plan unless the Committee
otherwise determines with the consent of each affected Participant. No such funding shall be established that would
cause an amount to be taxable under Code Section 409A before it is received by a Participant or cause an amount to be
subject to additional tax under such Section.
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18.2.  Forfeitures; Fractional Shares. Unless otherwise determined by the Committee, in the event of a forfeiture of an
Award with respect to which a Participant paid cash consideration, the Participant shall be repaid the amount of such
cash consideration. No fractional Shares shall be issued or delivered pursuant to the Plan or any Award. The
Committee shall determine whether cash, other Awards or other property shall be issued or paid in lieu of such fractional
Shares or whether such fractional Shares or any rights thereto shall be forfeited or otherwise eliminated.

18.3. Compliance with Code Section 162(m). The Company intends that Options and SARs granted to Named
Executive Officers and other Awards designated as Awards to Named Executive Officers shall constitute qualified
“performance-based compensation” within the meaning of Code Section 162(m) and regulations thereunder, unless
otherwise determined by the Committee at the time of allocation of an Award. Accordingly, the terms of Sections 4.2, 6,
7, 8.5, 8.6, 9 and 10, including the definitions of Named Executive Officer and other terms used therein, shall be
interpreted in a manner consistent with Code Section 162(m) and regulations thereunder. The foregoing
notwithstanding, because the Committee cannot determine with certainty whether a given Participant will be a Named
Executive Officer with respect to a fiscal year that has not yet been completed, the Committee may, in its discretion,
extend the terms of such Sections to any Participant that the Committee deems appropriate. If any provision of the Plan
or any Award Document relating to a Performance Award that is designated as intended to comply with Code Section
162(m) does not comply or is inconsistent with the requirements of Code Section 162(m) or regulations thereunder, such
provision shall be construed or deemed amended to the extent necessary to conform to such requirements, and no
provision shall be deemed to confer upon the Committee or any other person sole discretion to increase the amount of
compensation otherwise payable in connection with any such Award upon attainment of the applicable performance
objectives.

18.4. Gender and Number; Headings. Except where otherwise indicated by the context, any masculine term used
herein also shall include the feminine; the plural shall include the singular and the singular shall include the plural.
Headings are included for the convenience of reference only and shall not be used in the interpretation or construction of
any such provision contained in the Plan.

18.5.  Severability. In the event any provision of the Plan shall be held illegal or invalid for any reason, the illegality or
invalidity shall not affect the remaining parts of the Plan, and the Plan shall be construed and enforced as if the illegal or
invalid provision had not been included.

18.6.  Successors. All obligations of the Company under the Plan with respect to Awards granted hereunder shall be
binding on any successor to the Company, whether the existence of such successor is the result of a direct or indirect
merger, consolidation, purchase of all or substantially all of the business and/or assets of the Company or otherwise.

18.7. Requirements of Law. The granting of Awards and the issuance of Shares under the Plan shall be subject to all
applicable laws, rules, and regulations, and to such approvals by any governmental agencies or national securities
exchanges as may be required.

18.8.  Securities Law Compliance. With respect to “insiders,” transactions under the Plan are intended to comply with
all applicable conditions of Rule 16b-3 or its successors under the Exchange Act. To the extent any provision of the Plan
or action by the Committee fails to so comply, it shall be deemed null and void, to the extent permitted by law and
deemed advisable by the Committee. An “insider” includes any individual who is, on the relevant date, an officer,
Director or more than 10% beneficial owner of any class of the Company’s equity securities that is registered pursuant to
Section 12 of the Exchange Act, all as defined under Section 16 of the Exchange Act.

18.9. Governing Law. To the extent not preempted by Federal law, the Plan, and all agreements hereunder, shall be
construed in accordance with and governed by the laws of the State of lllinois without regard to the conflict of law
provisions thereof.
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A MESSAGE FROM OUR CHAIRMAN

THE WORLD IS CONTINUALLY CHANGING, AND SO IS
OUR BUSINESS. BUT ONE THING THAT WILL NEVER
CHANGE IS OUR COMMITMENT TO MAINTAINING THE
HIGHEST ETHICAL STANDARDS. OUR REPUTATION IS
ONE OF OUR GREATEST ASSETS. EACH OF US HAS A
RESPONSIBILITY TO PROTECT IT—EVERYDAY.

When faced with challenges, how we respond defines us. Our decisions, and
ultimately our actions, tell the world who we are at Caterpillar.

That's why our Worldwide Code of Conduct is so important. Since it was
first published in 1974, it has put into words what it means to be part of the
Caterpillar team. The Code documents and sets high expectations of what
we stand for, what we believe in and how we put our values in action across
our company.

Caterpillar people live and work in every corner of the world. Our collection of
unique cultures and experiences, education and talents help make us a
stronger, more innovative company. And while our diversity is critical, we also
need something to tie us together to operate as one team. Our Code of
Conduct doesn't restrict our individuality or give specific instructions to apply
in every situation. Instead, the Code serves as a daily reminder of what is
expected from every member of the Caterpillar team.
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It reminds us that Integrity isn't just a nice word. It's something we live
everyday when we hold ourselves accountable and deliver results.

It reminds us that as we strive for Excellence we must maintain a dedication to
quality and an intense, acute focus on our customers. We have to listen to our
customers, understand their needs and deliver value through our products,
services and solutions to help them succeed.

It reminds us that it takes Teamwork to compete in today’s global marketplace,
requiring the best ideas and the discipline to deliver. When we leverage the
diverse talents of our employees, dealers, distributors and suppliers, we can
accomplish anything.

And finally, it reminds us of our Commitment—to safety, to our teams, to our
customers and to the environment. We know that by focusing on providing
sustainable solutions, we can be profitable while best serving our planet

and its people.

Our reputation for acting with the highest values and principles is our legacy
and the strong foundation for our future. When we first introduced Our Values
in Action in 2005, I was proud of how quickly these values became part of our
language and culture—but was not surprised, because they are the way we do
business at Caterpillar.

Thank you for taking the time to read and understand our Code of Conduct.
Our foundation of Integrity, Excellence, Teamwork and Commitment hasn't
changed. Our values are more than just words. They define who we are and
will remain at the forefront of everything we do.

W/W

DOUGLAS R. OBERHELMAN
Chairman and Chief Executive Officer

page_3






LIVING BY THE CODE

INTEGRITY. EXCELLENCE. TEAMWORK. COMMITMENT.

The words in this Code of Conduct define us. Despite our differences—in
geography, culture, language and business—we are one Caterpillar, one company
united by these common principles and a shared commitment to the highest
standards of conduct.

While we conduct our business within the framework of applicable laws and
regulations, for us, compliance with the law is not enough. We strive for more
than that. Through our Code of Conduct, we envision a work environment all can
take pride in, a company others respect and admire and a world made better by
our actions. Together, we are laying the foundation for the values-based culture
that will carry us forward to even higher levels of success. Together, we are
upholding the reputation of one of the world’s great companies—and
strengthening it for tomorrow.

This Code of Conduct applies to the daily activities of employees of Caterpillar
Inc. and its subsidiaries and affiliates worldwide and members of the Board of
Directors of Caterpillar Inc. Each of us is personally responsible to read the Code
of Conduct, understand what it means and apply it consistently. Those in our
company who lead others hold a special position of responsibility to set the
example of what it means to “live by the code.”

page_5



WORLDWIDE CODE OF CONDUCT

If you become aware of a circumstance or action that violates, or appears to violate,
the Code of Conduct, enterprise policy or applicable law, contact your supervisor or
local management as soon as possible. You have a further personal right and
responsibility to report any circumstance or action that violates, or appears to
violate, the Code of Conduct, enterprise policy or applicable law. You must use
these reporting rights responsibly and must report issues only where you
reasonably believe there has been a violation, and not where the report is intended
to be harassing, is based on personal opinion only or is otherwise trivial. You can
raise a question or concern, or make such a report, to your supervisor, local
business unit management or the Office of Business Practices.

If you are not able to get an answer to a question, or resolve an issue, under the
Code of Conduct by working with your supervisor or local management, you can
contact the Office of Business Practices:

Direct Telephone: +1-309-494-4393 (English only)

Toll-free Helpline: Caterpillar maintains toll-free Helpline numbers in various
countries. Inside Canada, the United States and the U.S. Virgin Islands the
number is 1-800-300-7898. Toll-free numbers currently in effect for other
countries are posted on the Caterpillar Intranet at https://codeofconduct.cat.
com. Language translation is available for those numbers. You may remain
anonymous when you call from a country in which anonymous reporting

is allowed.

Call Collect Helpline: +1-770-582-5275 (language translation available)
Confidential Fax: +1-309-494-4818
E-Mail: BusinessPractices@cat.com

You can request a copy of the Office of Business Practices Data Privacy Statement
using any of the methods listed above.

Caterpillar will not take any action against you as a result of raising an ethical issue
in good faith. Also, Caterpillar does not tolerate any reprisal by any individual
against an employee for raising a concern or making a report in good faith.
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OUR VALUES
IN ACTION

Caterpillar’s Worldwide
Code of Conduct

Integrity

The Power of Honesty

Excellence

The Power of Quality

Teamwork
The Power of Working Together

Commitment

The Power of Responsibility






INTEGRITY

The Power of Honesty

INTEGRITY IS THE FOUNDATION OF ALL WE DO.

It is a constant. Those with whom we work, live and
serve can rely on us. We align our actions with our
words and deliver what we promise. We build and
strengthen our reputation through trust. We do not
improperly influence others or let them improperly
influence us. We are respectful and behave in an open
and honest manner. In short, the reputation of the
enterprise reflects the ethical performance of the

people who work here.
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WORLDWIDE CODE OF CONDUCT

We put Integrity in action when...

We hold ourselves to the highest standard of integrity and ethical behavior. We tell
the truth. We promise only what we can reasonably expect to deliver. We strive to
keep our commitments. Our company’s stockholders, customers, dealers,
distributors, those with whom we do business and our fellow employees must be
able to trust what we say and to believe that we will always keep our word.

We must not engage in activities that create, or even appear to create, conflict
between our personal interests and the interests of the company. These situations
arise where a personal interest or family or other relationship makes it difficult for
an individual to represent the company fully and fairly. Conflicts of interest can
arise in any part of Caterpillar’s operations. The most serious conflicts of interest
usually arise where an employee or former employee has authority to spend the
company’s money, has authority to hire or engage a person outside the company or
has information that could be valuable to a person outside the company. A conflict
of interest or the appearance of a conflict of interest very often arises when an
employee is offered a gift, favor or entertainment. While some of this activity is
part of a normal business relationship, we do not accept gifts, favors or
entertainment that have a value greater than we could reasonably reciprocate or
that obligate or appear to obligate us to act in any way contrary to the law,
Caterpillar business interests or Caterpillar’s ethical business practices.
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INTEGRITY_The Power of Honesty

Caterpillar believes that fair competition is fundamental to free enterprise.

We observe antitrust and competition laws where we do business. In relationships
with competitors, dealers, distributors, suppliers and customers, we avoid
arrangements that restrict our ability to compete with others. We are not involved
in any arrangements, understandings or agreements with competitors affecting
prices, terms upon which products are sold, or the number and type of products
manufactured or sold. We follow applicable import and export control laws when
conducting business around the world.

Investors, creditors and others have a legitimate interest in our company’s
financial and accounting information. The integrity of Caterpillar’s financial
reports and accounting records is based on validity, accuracy, completeness,
timeliness and understandability of basic information supporting entries to the
company’s books of account. We will ensure every accounting or financial entry
accurately reflects what is described by the supporting information. We expect
employees involved in creating, processing or recording such information to be
personally responsible for its integrity. The same standards of integrity that apply
to external financial reporting also apply to the financial statements that are used
as internal management tools.

For more information: www.cat.com/Code-of-Conduct page_11



WORLDWIDE CODE OF CONDUCT

We communicate with each other in a respectful, fair, honest and open manner.
We keep investors, creditors, securities trading markets, employees, dealers,
distributors, suppliers and the general public informed on a timely basis
through the public release of relevant and understandable financial and other
information about our company. In releasing information about Caterpillar,
we make every effort to ensure that full disclosure is made to everyone without
preference or favoritism to any individual or group. We respond to public
inquiries—including those from the news media, governments and others—
with prompt, courteous, honest answers through members of our executive
leadership and employees who are authorized to speak publicly on behalf

of Caterpillar.

Inside information may be defined as information about a company not known to
the public. Such information—certain financial data, technical materials and future
plans for example—may have significant value to others and therefore must be
kept strictly confidential. Anyone who has “material” inside information about
Caterpillar must not use it for personal gain or provide it to others. Information is
“material” if an investor would consider it important in making an investment in
Caterpillar or in another organization. A Caterpillar employee who has undisclosed
information about a supplier, customer or competitor should not trade in that
company'’s stock, nor should an employee advise others to do so. We expect all
employees, their families and others whose relationships with Caterpillar give
them access to such information to comply with these principles.
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INTEGRITY_The Power of Honesty

In dealing with public officials, other corporations and private citizens, we firmly
adhere to ethical business practices. We will not seek to influence others, either
directly or indirectly, by paying bribes or kickbacks, or by any other measure that is
unethical or that will tarnish our reputation for honesty and integrity. Even the
appearance of such conduct must be avoided.

For more information: www.cat.com/Code-of-Conduct page_13






EXCELLENCE

The Power of Quality

WE SET AND ACHIEVE AMBITIOUS GOALS.

The quality of our products and services reflects the
power and heritage of Caterpillar—the pride we take in
what we do and what we make possible. We are
passionate about people, process, product and service
excellence. We are determined to serve our customers
through innovation, continuous improvement, an
intense focus on customer needs and a dedication to
meet those needs with a sense of urgency. For us,
Excellence is not only a value; it is a discipline and a
means for making the world a better place.
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WORLDWIDE CODE OF CONDUCT

We put Excellence in action when...

We are dedicated to quality and take personal pride in all the products and services
we provide. Our acute focus on the needs of our customers continuously drives us to
improve quality through 6 Sigma. Our continued success depends on exceeding the
expectations of our customers and standing behind everything we do.

We are driven to meet the needs of our customers. We have built a reputation for
excellence by listening to our customers, understanding their needs and
challenges, and delivering products, services and solutions that help them
succeed. Our customers expect the best from Caterpillar, and each of us must
ensure that our individual decisions and actions contribute to a positive
perception of the company, enhance our customers’ satisfaction and promote
their loyalty. To do so, we act with a sense of urgency to deliver the highest
possible value in the products and services we provide. Our commitment to
quality, the Guiding Principles of the Caterpillar Production System and
continuous improvement through 6 Sigma makes that possible.

page_16



EXCELLENCE_The Power of Quality

Caterpillar employees expect our work environment to promote personal
achievement, continual learning and a feeling of self-worth. Employees have the right
to express their good-faith opinions about how we can improve our own performance
and the performance of the company. We actively listen, respond, encourage
teamwork and make decisions based on facts and data.

Caterpillar selects, places, evaluates and rewards employees based on their personal
qualifications, skills for the job, demonstrated performance and the contributions
they make to Caterpillar.

For more information: www.cat.com/Code-of-Conduct page_17



WORLDWIDE CODE OF CONDUCT

We ask employees to give their best efforts, learn from their successes and setbacks
and pursue opportunities to improve their performance on their own initiative,

as well as through continual learning programs offered by the company. We
encourage self-development and will assist employees in mastering their current jobs
and improving their job skills. We are committed to assuring opportunities for all
employees to develop their abilities and contribute to Caterpillar’s success.

Because we realize that business and risk are inseparable, we proactively
identify, assess and manage risks that have the most potential to impact our
business. For us, managing risk also involves looking for opportunities for
potential competitive advantage.
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EXCELLENCE_The Power of Quality

Taking an “enterprise point of view” means promoting the best interests of our
company as a whole. Entrepreneurial thinking in our local business units is
critical to our business success. We strive to ensure enterprise decisions do not
put our local business units at a competitive disadvantage.

For more information: www.cat.com/Code-of-Conduct page_19






TEAMWORK

The Power of Working Together

WE HELP EACH OTHER SUCCEED.

We are a team, sharing our unique talents to help those
with whom we work, live and serve. The diverse
thinking and decision making of our people
strengthens our team. We respect and value people
with different opinions, experiences and backgrounds.
We strive to understand the big picture, then do our
part. We know that by working together, we can
produce better results than any of us can achieve alone.
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WORLDWIDE CODE OF CONDUCT

We put Teamwork in action when...

The full value of each individual's contribution can be realized only when we treat
one another with the respect, trust and dignity we ourselves expect. Caterpillar insists
on a work environment free of intimidation and harassment. As individual
employees, we have the right to expect a positive working environment, along with
the responsibility to speak out and ask for change if we observe conduct that runs
contrary to this principle.

We build and maintain a productive, motivated work force by treating all
employees fairly and equitably. We respect and recognize the contributions of
employees as well as other stakeholders. We will select and place employees on the
basis of their qualifications for the work to be performed, considering
accommodations as appropriate and needed—without regard to their race, religion,
national origin, color, gender, gender identity, sexual orientation, age and/or
physical or mental disability. We support and obey laws that prohibit
discrimination everywhere we do business. We expect to conduct our business in
such a way that employees will not feel the need for representation by unions or
other third parties. Where employees have chosen such representation, or been
required by law to do so, we will pursue an honest, business-like approach in
working with those representatives.
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TEAMWORK_The Power of Working Together

We understand and accept the uniqueness of individuals and are nonjudgmental
regarding differences. We value the diversity of unique talents, skills, abilities,
cultures and experiences that enable Caterpillar people to achieve superior
business and personal results. We know that when we seek out and are receptive to
various points of view this brings many benefits to Caterpillar—innovative
solutions and approaches to decision-making that can strengthen the company and
make us more successful.

As a global company, we understand there are many differing economic

and political philosophies and forms of government throughout the world.

We acknowledge the wide diversity that exists among the social customs and
cultural traditions in the countries in which we operate. We respect such
differences, and to the extent that we can do so in keeping with the principles of
our Code of Conduct, we will maintain the flexibility to adapt our business
practices to them. We will leverage our global experience to achieve the best results
for the enterprise.

For more information: www.cat.com/Code-of-Conduct page_23



WORLDWIDE CODE OF CONDUCT

The company’s strength and longevity are the result of our ability to sustain long-
lasting, mutually rewarding relationships with our customers, dealers, distributors,
suppliers, investors and others with whom we do business. We engage in
meaningful dialogue with these business partners as well as appropriate
governmental and nongovernmental organizations. We listen, learn and innovate,
and we continuously work to strengthen these relationships through conscientious,
trustworthy behavior.

Our dealers and distributors serve as a critical link between our company and our
customers worldwide. We rely on them to participate with us as partners in
building and maintaining the long-standing customer relationships that have made
Caterpillar successful. We value their positive contributions to our reputation and
their deep commitment to the customers and commounities they serve. We sustain
our outstanding relationships with them through trust, communication and shared
rewards. We work constantly with them to provide products, services and support
solutions necessary to satisfy customer needs worldwide.
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TEAMWORK_The Power of Working Together

We seek strong, mutually rewarding business relationships with suppliers who
enhance the value of our products and services through close collaboration
throughout the entire life cycle. We view suppliers as extensions of our company
and an essential part of our extended value chain. We look for suppliers and
business allies who demonstrate strong values and ethical principles and who
support our commitment to quality. We avoid those who violate the law or fail to
comply with the sound business practices we embrace. No supplier is required to
buy Caterpillar products in order to compete for business or to continue as a
supplier. We do reserve the right, consistent with applicable law, to require
suppliers to use Caterpillar equipment when performing work on Caterpillar
premises and where Caterpillar offers a product appropriate for the work being
performed. We encourage fair competition among our potential suppliers,
contractors and other vendors, and work equitably and reasonably with all.

For more information: www.cat.com/Code-of-Conduct page_25






COMMITMENT

The Power of Responsibility

WE EMBRACE OUR RESPONSIBILITIES.

Individually and collectively we make meaningful
commitments—first to each other, and then to those
with whom we work, live and serve. We understand
and focus on the needs of our customers. We are global
citizens and responsible members of our communities
who are dedicated to safety, care for our environment
and manage our business ethically. We know it is

both our duty and our honor to carry the Caterpillar

heritage forward.
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WORLDWIDE CODE OF CONDUCT

We put Commitment in action when...

As a company, we strive to contribute toward a global environment in which all
people can work safely and live healthy, productive lives, now and in the future.

We actively promote the health and safety of everyone on our property with policies
and practical programs that help individuals safeguard themselves and their
co-workers. As employees, we put safety first by creating a work environment to
protect the health and safety of others and ourselves. We actively promote safe
practices throughout our value chain—from suppliers to end users. We are
committed to providing our customers with products and services that are safe and
reliable in the marketplace.

We strive to create stockholder value by providing customers with solutions

that improve the sustainability of their operations. We leverage technology and
innovation to increase our efficiency and productivity while reducing
environmental impact. We develop new business opportunities that help our
customers, dealers, distributors and suppliers do the same. Our products and
services will meet or exceed applicable regulations and standards wherever they are
initially sold. We lead industry and community initiatives that share our
commitment to making sustainable progress possible.
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COMMITMENT_The Power of Responsibility

We are committed to the success of Caterpillar. We are each personally
accountable for meeting both individual and shared goals. We demonstrate
leadership by holding ourselves individually responsible for enhancing
stockholder value.

We go to extraordinary lengths to preserve, protect and responsibly use all of our
assets. This includes tangible as well as intangible assets, such as our brands,
technology, business information and intellectual capital. We will not make
unauthorized disclosure of trade secrets or other sensitive information belonging
to the company, our customers, dealers or suppliers—either during employment
by our company or thereafter. When sharing company information with others,
we ensure appropriate controls are in place to protect our interests. While we
may hire individuals who have knowledge and experience in various technical
areas, we do not employ people as a means of gaining access to trade secrets

and sensitive information of others. We have a personal responsibility to use
every appropriate means to safeguard our company’s assets from loss, theft,
damage or misuse.

For more information: www.cat.com/Code-of-Conduct page_29



WORLDWIDE CODE OF CONDUCT

We consider every piece of information we own an asset. Some of it we share with
others through advertising, product documentation, news releases and public
financial reporting. Everything else—including trade secrets, confidential financial
information, new product or service development plans and other sensitive
corporate and personal information—we protect through careful attention to
Information Protection Guidelines and interpersonal communication, appropriate
management of Corporate Records, the secure use of all communications media
and, where applicable, legally enforceable agreements.

Electronic communication technology plays a vital role in how we conduct our
business every day. Access to the Internet and use of Caterpillar Intranet systems,
e-mail, telephones, fax machines and mobile devices are important. The
company’s technology is maintained for legitimate business activities by
authorized individuals, and to support a positive, professional business climate.
As employees, we are expected to use such technology in a responsible and
professional manner consistent with the Code and other company policies.

We recognize and respect the personal information privacy interest of individuals.
We collect and process only relevant, accurate information needed or appropriate
for business purposes, and do so only by lawful and fair means. We appropriately
safeguard the security and confidentiality of company records containing personal
information whether those records are held by Caterpillar or by a Caterpillar
business partner, and limit access to such information only to those who have a
legitimate business need for it when permitted by law.
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COMMITMENT_The Power of Responsibility

As individuals and as a company, we contribute significant time and resources to
promoting the health, welfare and economic stability of our communities around
the world. We encourage all employees to participate in community activities that
promote the common good. We believe that our success should also contribute to
the quality of life in, and the prosperity and sustainability of, communities where
we work and live.

Caterpillar investments must be compatible with social and economic priorities,
local laws, customs and traditions of the countries where we do business. In all
cases, our conduct should promote acceptance and respect for our company. We
also expect that our host countries will recognize our need for stability, growth and
business success, and that they will honor their agreements, including those
relating to rights and properties of citizens of other nations.

Our employees should feel free to participate in public matters and political
processes according to their individual beliefs and citizenship rights. Where we
participate as individuals in public matters or the political process we must be
mindful that such activity is done in our individual capacity as private citizens and
not on behalf of our company, and we must make this clear to all involved. The
company engages in public policy issues vital to Caterpillar’s success and supports
committees aimed at encouraging political contributions by individuals and, from
time to time—with the approval of the Chairman—may make political
contributions as laws allow.

For more information: www.cat.com/Code-of-Conduct page_31
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ENTERPRISE POLICIES AND
ADDITIONAL INFORMATION

Enterprise Policies and other more
detailed company policies, as well as
additional information and guidance on
this Code of Conduct, are available to
employees on the Caterpillar Intranet at
https://codeofconduct.cat.com, or by
contacting the Office of Business Practices

using any of the methods listed previously.

The Code of Conduct is also available to
the public at http://www.cat.com/Code-of-
Conduct. The Enterprise Policies in force
at the time this Code of Conduct was
published are:

« Antitrust

« Business Entertainment, Favors
and Gifts

« Company Attitudes on Partisan
Politics and Public Issues

« Conflicts of Interest

« Data Privacy

« Enterprise Facilities

« Free Trade

« Improper Payments

« Intellectual Property Rights
« Protection of Assets

« Public Communications

page_32

WAIVER

Those in our company who lead others
hold a special position of responsibility to
set the example of what it means to “live
by the code.” As a result, only the Board of
Directors may waive a provision of the
Code of Conduct for an Executive Officer
or Director.
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EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, Douglas R. Oberhelman, certify that:

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

2. 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;

3. 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;

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

a) 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;

b) 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;

C) 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

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrants 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

5. 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 registrant's Board of Directors (or
persons performing the equivalent function):

a) 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

b) 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.

July 30, 2010 /s/ Douglas R. Oberhelman Chief Executive Officer

(Douglas R. Oberhelman)



EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, Edward J. Rapp, certify that:

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

2. 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;

3. 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;

4. 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 we have:

a) 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;

b) 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

d) disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrants 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

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant's auditors and the audit committee of registrant's Board of Directors (or
persons performing the equivalent function):

a) 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

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

Group President and

July 30, 2010 /sl Edward J. Rapp Chief Financial Officer

(Edward J. Rapp)



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,
2010 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:

@ The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange Act of
1934; and
2 The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

July 30, 2010 /s/ Douglas R. Oberhelman Chief Executive Officer
(Douglas R. Oberhelman)

Group President and

July 30, 2010 /s/ Edward J. Rapp Chief Financial Officer
(Edward J. Rapp)

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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