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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,
2011 2010

Sales and revenues:

Sales of Machinery and POWET SYSIEIMS.........cccviiiiiiieeieieeiesie ettt st sne s $13,535 $9,723

Revenues of FINANCIAl PrOTUCES .........cviiiiiiiiieseiees e 695 686

TOtal SAIES ANE FEVENUES. ......cueiieiieieiieiiete ettt ettt ettt s b et s b et ettt nberesbens 14,230 10,409
Operating costs:

COSt OF JOOUS SOI ...ttt ettt e bbb b beaneas 10,303 7,372

Selling, general and admMiniStratiVe EXPENSES........co.iiireiireiieie ettt sbe bt nee s 1,257 1,059

Research and developmeNnt BXPENSES .........ccvieireiieiieieiecie e sre e ste e s e e saestestesre e s e sresreeseeneeseens 584 450

Interest expense of FINANCIAl PrOQUCES ..........ccocviiiiiiiiiese et 209 234

Other operating (INCOME) EXPENSES ... cuvevererrertesreareereeriertestestessesresreeeeseessessessessessesseeseessessessessenses 276 317

TOtal OPEIALING COSES ...viviitiiiicieieiteie sttt e ettt sttt e et et e s aesbesbeeneese et e besbesbesteensereeneeneeses 12,629 9,432
Operating Profit (I0SS) ......iciiiiiiiieieics et e b et e e et e sre st e beereere e e enre e 1,601 977

Interest expense excluding Financial PrOQUCES..........coovivieiineie e 90 81

Other INCOME (BXPENSE) .veuveveiveiereiteiteteste st eteste st e e ste st e te st e st ete st e e etesbe st etesbe e ebe st e e ebesbe e etesbe e eresaeneane (161) 50
Consolidated profit (10sS) DEfOre taXES ......viviieieriie i 1,350 946

Provision (benefit) fOr iNCOME AXES ........cviiriiiiiiie e 318 209

Profit (loss) of consolidated COMPANIES ..........eoiiriiiiirie e 1,032 737

Equity in profit (loss) of unconsolidated affiliated companies..........cccovvviviireiercri s, (10) (4)
Profit (loss) of consolidated and affiliated COMPANIES.........ccoveveiiriiiie i 1,022 733
Less: Profit (loss) attributable to NONcONtrolling INEErESES .......covviveiieieicee e 7 26
PPOFIL (I0SS) L 1.ttt sttt sttt ettt es et eneenen $1,015 $707
Profit (I0SS) PEF COMIMON SNATE .........cvciiiiitiieiieiet ettt et b et s s nene e $1.57 $1.12
Profit (10ss) per common share — dilUted 2.............co.ovviveeeereseeieieeeees s $1.52 $1.09
Weighted-average common shares outstanding (millions)

= T [T 645.5 629.8

T DIIULEA 2 oo 667.2 647.0
Cash dividends declared per COMMON SNAKE ............c.coiviviiiiiietiecee et $0.90 $0.86

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,
2011 2010

Sales and revenues:

Sales of Machinery and POWET SYSTEIMS..........couiiiiiiiriiieiee ettt $25,812 $17,274

Revenues Of FINANCIAl PrOQUCES ........ccoiiiiiii ettt 1,367 1,373

TOtal SAIES AN FEVENUES........ ettt ettt et bbbt e et e b b sbe b b eeas 27,179 18,647
Operating costs:

(@03 o] il oo o 53T ] o RSSO 19,360 13,266

Selling, general and adminiStrative EXPENSES .......coviiiieiirieieeie e se et sre st e ereeneenees 2,356 1,991

Research and developmMENt EXPENSES .........ooiiiiiierieieieeie ettt bt sbe b e e enee e 1,109 852

Interest expense Of FINANCIAl PrOTQUCTS .........cooiiiiiiiiiiec e 412 467

Other operating (INCOME) EXPEINSES ......ceveueruerterteateaeeeereestestestestessesseeseessesbesbesbesbesseaseeseenbeseesaeseas 508 586

TOtAl OPEIALING COSES ..ttt ettt b bbbt s e e b e b bt b e b e neebe e enee e 23,745 17,162
OPerating Profit (I0SS) .....coeiiiiiieieeeee et bbbttt see bbbt b e e e 3,434 1,485

Interest expense excluding Financial ProdUCES..........cccceieiiiiie i 177 183

OthEr INCOME (BXPENSE) .veuveveiveieteeteiteteste it eteste st teste st ete st et etesbe st ebesbessebesbe st ebesbe s ebesbe s ebesbe s eresteneane (144) 113
Consolidated profit (10sS) DEfOre tAXES ......cciviveiiiiie it 3,113 1,415

Provision (benefit) fOr INCOME TAXES ....cuvcvieere e 830 440

Profit (loss) of consolidated COMPANIES .........cceciiieiiieieicie e 2,283 975

Equity in profit (loss) of unconsolidated affiliated companies..........ccccccovvivvireieiciiiese e, (18) (6)
Profit (loss) of consolidated and affiliated COMPANIES.........ccccveiiriiii i 2,265 969
Less: Profit (loss) attributable to NONCONtrolling INtErESES ......cevvevvreiicieeeee e 25 29
PEPOFIL (I0SS) L ...ttt ettt ettt ettt ettt et s et et et et eseeraeeen $2,240 $940
Profit (10SS) per COMIMON SNAKE ........coiiiiiiie e $3.48 $1.50
Profit (10ss) per common share — dilUted 2............cc.cocuevuecunreciisieeeesee e $3.36 $1.46
Weighted-average common shares outstanding (millions)

B =T 1 oSO 643.3 628.1

“DHIUTEA 2 ..o 666.0 645.2
Cash dividends declared per COMMON SNAKE ............c.coivivieieiieieeee et $0.90 $0.86

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-termM INVESIMENTS ........cccuiiiiiiie ettt et re e ebe e tre e ebe e st e e sbeeetaeesbeesabeesaeesneeens
Receivables — trade and OtNET ..........cvciiiiiiiicc ettt ens
oY V7 L] TR 1T (o= TR
Deferred and refundable income taxes
Prepaid expenses and other current assets
N T 0] (0 =TSR PRTOPP
Total CUITENt ASSELS......cveirecerecrecee e
Property, plant and equipment — net...................
Long-term receivables — trade and other-............
Long-term receivables — finance ..........ccccoeevvrivniienne
Investments in unconsolidated affiliated companies....
Noncurrent deferred and refundable income taxes.......
Intangible aSSetS........ccvvviiiieiicic e
GOOAWIIL ...
OhEr @SSELS ...eeivveeieiecereectie ettt eae e

TTOTAI ASSEES ..viiuiiveiteiite et ittt ettt st e te e be et e s beeteeebeete et beebe e be s st e sbeebs e beeRb e beebe e beeRb e beebe e beeRbebeebe e beeRtenbeereeabeenrenre et

Liabilities
Current liabilities:
Short-term borrowings:
Machinery and POWET SYSEEIMS.........cuiiiiiirieiie ettt sttt sb et b et seesee e eneeresbe e s
Financial Products
Accounts payable.............
AACCTUBH BXPENSES ...vviuieiiiteiete ettt bttt bbbttt b bbb st e bbbt b b bbbttt b ettt
Accrued wages, salaries and employee DENEfits .........ccooiiiiiiiiiii e
Customer advances
Dividends payable
Other CUTENt TADIIITIES ......eveeeeicic ettt b e ne e
Long-term debt due within one year:
Machinery and POWEE SYSEEIMS.........ouiiiiiiriiite ettt sttt sbe e e
FINANCIAT PrOGUCES ...ttt bbb bbb b e
TOtal CUMTENT HADTITIES ...t ettt sb e e
Long-term debt due after one year:
MacChinery and POWET SYSIEIMS ........oiiiiiiiiisieieeie sttt sttt st se et stesbesbe s e s eseebesbesbeneens
Financial Products
Liability for postemployment benefits
OFNEE TTADTITIES. ... bbbt b bt bt b ettt et be e
TOLAL TADTIITIES ...ttt ettt ettt b e e e b et ent et e e be et e see b e e e e eneeneeneseeaeea
Commitments and contingencies (Notes 10 and 12)
Redeemable NONCONTIOIING INTEFEST.........cviiieeii ettt b e seeean
Stockholders’ equity
Common stock of $1.00 par value:
Authorized shares: 2,000,000,000
Issued shares: (6/30/11 and 12/31/10 — 814,894,624) at paid-in @MOUNt...........cccoervreerneieneeneeiee
Treasury stock (6/30/11 — 168,828,302 shares; 12/31/10 — 176,071,910 shares) at COSt........c.ccccerveruerernnnn
Profit employed in the business
Accumulated other comprehensive INCOME (10SS) .......uiviirerieieiiiiiriseise e saens
NONCONETOITNG TNEEIESES ...ttt b ettt b et e b et et e e e st ebeseeebennen

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,
2011 2010

$10,715 $3,592
8,916 8,494
8,117 8,298
979 931
669 908
11,359 9,587
40,755 31,810
12,430 12,539
1,023 793
11,941 11,264
123 164
2,387 2,493
775 805
2,610 2,614
1,567 1,538
$73,611 $64,020
$310 $204
4,058 3,852
6,858 5,856
2,850 2,880
1,597 1,670
1,823 1,831
297 281
1,629 1,521
197 495
3,891 3,430
23,510 22,020
8,913 4,505
17,013 15,932
7,438 7,584
2,841 2,654
59,715 52,695
460 461
4,165 3,888
(10,311) (10,397)
23,081 21,384
(3,544) (4,051)
45 40
13,436 10,864
$73,611 $64,020
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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, 2010
Balance at December 31, 2009........ccoueuriirereeireeereereeeneeeeeeeens $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 ...........ccccovvenininininns $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 ........c.cccoceveiriiienrnnenn — — — (428) ()] (435) (435)
Pension and other postretirement benefits
Amortization of actuarial (gain) loss, net of tax of $91............ccccceneee — — — 152 6 158 158
Amortization of prior service (credit) cost, net of tax of $6 — —_ —_ (@) — (@) (@]
Amortization of transition (asset) obligation, net of tax of $0............... — — — 1 — 1 1
Derivative financial instruments
Gains (losses) deferred, net of tax of $29 ..., — — — (50) — (50) (50)
(Gains) losses reclassified to earnings, net of tax of $19 ...........c.ccoce.... — — — 33 — 33 33
Auvailable-for-sale securities
Gains (losses) deferred, net of tax of $LL .....c.cccovvvriricicnrrsenee — — — 15 — 15 15
Change in ownership from noncontrolling interests . . a7 — — — (12) (29) —
Dividends declared ...........cccovvriiieiciiincce s — — (542) — — (542) —
Common shares issued from treasury stock for stock-based
COMPENSAtioN: 4,716,874 .......c.ceiiiireeee s 2) 86 — — — 84 —
Common shares issued from treasury stock for benefit plans: 1,032,816 41 21 — — — 62 —
Stock-based compensation EXPENSE ........cccvvvrrrreeereiirisnieee e 138 — — — — 138 —
Net excess tax benefits from stock-based compensation .............c........... 37 — — — — 37 —
Cat Japan share redemption?...............ccocueveereeceeceeceeeeeeeeereeeeeeeeeeeeeneen — — 30 — (12) 18 —
Balance at JUNE 30, 2010 ......ovuoueeeeeeeeeeeeeeeeeeeeeeeeeeee e eeeeeee e een e eeaeen $3,636 $(10,539) _ $20,133 $(4,045) $87 $9,272 $684
Six Months Ended June 30, 2011
Balance at December 31, 2010.........cccceoieiviereeiiieisieeeee e $3,888 $(10,397)  $21,384 $(4,051) $40  $10,864
Profit (loss) of consolidated and affiliated companies.........c..ccccveeecnenne — — 2,240 — 25 2,265 $2,265
Foreign currency translation, net of tax of $84 ..........ccccovvviricciiinnnn — — — 312 10 322 322
Pension and other postretirement benefits
Amortization of actuarial (gain) loss, net of tax of $112...........ccccceu.e. — — — 205 2 207 207
Amortization of prior service (credit) cost, net of tax of $6.... — — — (10) — (10) (10)
Amortization of transition (asset) obligation, net of tax of $0............... — — — 1 — 1 1
Derivative financial instruments
Gains (losses) deferred, net of tax 0f $6..........cccvviviiciiiciicien, — — — (13) — (13) (13)
(Gains) losses reclassified to earnings, net of tax of $0..........cccveveneee. — — — 4 — 4 4
Available-for-sale securities
Gains (losses) deferred, net of tax of $5.........cccvvivniciiiciici, — — — 9 — 9 9
(Gains) losses reclassified to earnings, net of tax of $0..........cccveveneee. — — — 1) — (@) 1)
Dividends declared ...........cocoeeieninnirnieicnrseeeee — — (581) — — (581) —
Distribution to noncontrolling interests — — — — ) ) —
Common shares issued from treasury stock for stock-based
COMPENSation: 7,243,608...........coeeirirririeeirererieee s 10 86 — — — 96 —
Stock-based compensation expense 111 — — — — 111 —
Net excess tax benefits from stock-based compensation .............ccccccee..e. 156 — — — — 156 —
Cat Japan share redemption?...............cooceeveeereereereecsersersesseessessesseneen — — 38 — (30) 8 —
Balance at JUNE 30, 2011 ....c.veeueeeeeeeeeeeeeeeeeeeeeeeeee et ee e seaens $4,165 $(10,311) $23,081 $(3,544) $45  $13,436 $2,784

See Note 15 for additional information.

2 See Note 16 regarding the Cat Japan share redemption.

See accompanying notes to Consolidated Financial Statements.




Caterpillar Inc.
Consolidated Statement of Cash Flow
(Unaudited)

(Millions of dollars)

Six Months Ended

June 30,
2011 2010
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated COMPANIES.........ccviiiiiiieriiicec e $2,265 $969
Adjustments for non-cash items:
Depreciation and aMOITIZATION ..........cc.oiiiiiiie bbbttt b bbbttt sbe e 1,174 1,116
OB bbb E bR R e bR bbb bttt 337 176
Changes in assets and liabilities, net of acquisitions and divestitures:
Receivables — trade aNd OtNET ...........oieiiiiiiee ettt sttt ne e eaenean 45 (1,096)
INVENTOTIES ...ttt sttt ettt sttt s etk e e b et et e st es e b e ke ebe st e b e st es e eE e e Reebesb e b et ensaneebeebenbebeeenearenneas (1,850) (1,020)
Accounts payable 1,056 1,319
Accrued expenses (41) (91)
Accrued wages, salaries and employee benefits (91) 413
CUStOMEr adVANCES .......ccerveieeriirienie e 14 171
OFNEE BSSEES — NMEL ...ttt ettt ettt ettt e e e st et e beebese e b e e ea e e b e ebeebeeb e b et eneene e bt ebeebesbeneeneanesaeneenes 28 288
OLhEr THADIIEIES — NBL.......c..cvievievsiessee ettt s sttt et n s s s e ene e e s 357 (334)
Net cash provided by (used for) OpPerating aCtiVItieS.........cccuiueiriieriieiiee s 3,294 1,911
Cash flow from investing activities:
Capital expenditures — excluding equipment 1€ased t0 Others ..........ooirieriieiice e (924) (652)
Expenditures for equipment leased to others.............cccvverinnene. (580) (372)
Proceeds from disposals of leased assets and property, plant and equipment 621 755
Additions to fiNANCE rECEIVADIES .........cvciiiii i (4,294) (4,017)
Collections of fINANCE FECEIVADIES ...........ooiiiii it e e s et e e s s b e e s ebbaesabaaeeaas 3,981 4,161
Proceeds from sale of finanCe reCeIVANDIES...........ooi i 104 5
Investments and acquisitions (net of cash acquired) (68) (170)
Proceeds from sale of businesses and investments (net of cash Sold)..........ccccooeriiiiiiiieii e 21 —
Proceeds from sale of available-for-sale SECUFTLIES...........oiuiiiiiiieee e 122 90
Investments in available-for-sale securities (132) (81)
ONBI = NMBL...vo.vvovieitcss st (38) 6
Net cash provided by (used fOr) INVEStING ACHVILIES .......ccviiiiririiiieeiire e (1,186) (275)
Cash flow from financing activities:
DIVIAENAS PAIA ....oveviiiieiee ettt s e bt £e st e s b et es b e s e e beebeebe b e s e e be s es s eseebeabesbesbeeenteraaneas (565) (527)
Distribution to NONCONTIOIIING INTEIESES ........cueiuiitiiieieieiee ettt bbbttt b e bbb ene e 2) —
Common stock issued, including treasury SNares reiSSUET ...........cocoieiiireririereieee e 96 84
Excess tax benefit from stock-based compensation 159 39
Acquisitions 0f NONCONTIOITING INTEIESTS .........iiieiiieieiee ettt sttt st e e e e eneenea — (26)
Proceeds from debt issued (original maturities greater than three months):
— MaChINErY aNd POWEE SYSIEMS .......cuiiiiiiiiiiiieiteieie ettt sttt s be st et e st et e s aestesbesbestenseseanenteebens 4,530 126
B = 1 Lo T =TI 2 (o Yo (U o3 £ TR 5,799 4,125
Payments on debt (original maturities greater than three months):
— MaChINEry and POWET SYSIEMS .......cveiiuiiiiiiiiteie ettt sttt ettt re st et st e b e e e s e s e eaestesbeebestesbeseenseteaseas (487) (889)
— FINanCial ProdUCTS ..ot (4,638) (5,582)
Short-term borrowings — net (original maturities three months or less) 36 (136)
Net cash provided by (used for) financing activities..........ccccccovvvvvienerennne. 4,928 (2,786)
Effect of exchange rate Changes 0N CASN .........ccoiviiiiiieieiieeee ettt b bbbt sn e 87 (120)
Increase (decrease) in cash and Short-term INVESEMENTS .........ccoiiiiiiiii s 7,123 (1,270)
Cash and short-term investments at beginning of PEriod...........cc.ceiiviiiiiciiiic e 3,592 4,867
Cash and short-term investments at €Nd OF PEIIOU ............c.ovevievereerereeereseeeeeeseetesee et esee et setsseesesenees e aenens $10,715 $3,597

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or less, are considered to be
cash equivalents.
See accompanying notes to Consolidated Financial Statements.
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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, 2011 and 2010, (b) the consolidated financial position at June 30, 2011 and December 31, 2010, (c)
the consolidated changes in stockholders' equity for the six month periods ended June 30, 2011 and 2010, and (d) the
consolidated statement of cash flow for the six month periods ended June 30, 2011 and 2010. 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, 2010, as supplemented by the Company’s current report on Form 8-K filed on
May 23, 2011 (2010 Form 10-K) to reflect the change in our reportable segments as discussed in Note 14.

The Company revised previously reported cash flows from operating and investing activities for the six month period ended
June 30, 2010 to adjust for the impact of accrued but unpaid capital expenditures. Cash provided by operating activities
increased from the amount previously reported by $168 million for the six month period ended June 30, 2010, and cash flow
from investing activities decreased by the same amount. Management has concluded that the impact was not material to the
six month period.

The December 31, 2010 financial position data included herein is derived from the audited consolidated financial statements
included in the 2010 Form 10-K but does not include all disclosures required by U.S. GAAP.

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

Machinery and Power Systems — Represents the aggregate total of Construction Industries, Resource Industries, Power
Systems, and All Other segments and related corporate items and eliminations.

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

As discussed in Note 14 — Segment Information, during the first quarter of 2011, we revised our reportable segments in line
with the changes to our organizational structure that were announced during 2010. The 2010 financial information has been
retrospectively adjusted to conform to the 2011 presentation.

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, 2011 June 30, 2010
Foreign CurrenCy tranSIation ............covveerieeiireee e $863 $175
Pension and other postretirement DENEFIS ...........coooi i (4,499) (4,293)
Derivative finanCial INSIIUMENTS........ooeiiiiiiiie e 36 43
AVailable-fOr-5ale SECUTTIES .......cuiviveiiiiiiie et 56 30

Total accumulated other comprenensive iNCOME (0SS .........ovuvvcveeereererrieiessesssssseeseeseeseseeenseneon, $(3,544) $(4,045)




New Accounting Guidance

Fair value measurements - In January 2010, the FASB issued 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.

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
VIEs. This new guidance revises previous guidance by eliminating the exemption for qualifying special purpose entities, 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 restricted assets (Receivables-finance, Long-term receivables-finance, Prepaid
expenses and other current assets, and Other assets) of the consolidated QSPEs totaled $324 million at January 1, 2010. The
liabilities (Accrued expenses, Long-term debt due within one year-Financial Products and Long-term debt due after one year-
Financial Products) of the consolidated QSPEs totaled $327 million at January 1, 2010. See Note 15 for additional
information.

Disclosures about the credit quality of financing receivables and the allowance for credit losses - In July 2010, the
FASB issued accounting guidance on disclosures about the credit quality of financing receivables and the allowance for
credit losses. The guidance expands disclosures for the allowance for credit losses and financing receivables by requiring
entities to disclose information at disaggregated levels. It also requires disclosure of credit quality indicators, past due
information and modifications of financing receivables. Also, in April 2011, the FASB issued guidance clarifying when a
restructuring of a receivable should be considered a troubled debt restructuring by providing additional guidance for
determining whether the creditor has granted a concession and whether the debtor is experiencing financial difficulties. For
end of period balances, the new disclosures were effective December 31, 2010 and did not have a material impact on our
financial statements. For activity during a reporting period, the disclosures were effective January 1, 2011 and did not have a
material impact on our financial statements. The disclosures related to modifications of financing receivables, as well as the
guidance clarifying when a restructured receivable should be considered a troubled debt restructuring will be effective July 1,
2011, and we do not expect the adoption to have a material impact on our financial statements. See Note 15 for additional
information.

Presentation of comprehensive income — In June 2011, the FASB issued accounting guidance on the presentation of
comprehensive income. The guidance provides two options for presenting net income and other comprehensive income. The
total of comprehensive income, the components of net income, and the components of other comprehensive income may be
presented in either a single continuous statement of comprehensive income or in two separate but consecutive statements.
This guidance will be effective January 1, 2012 and we do not expect the adoption to have a material impact on our financial
statements.

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 $67 million and $111 million for the three and six months ended June 30, 2011,
respectively; and $97 million and $138 million for the three and six months ended June 30, 2010, respectively.
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The following table illustrates the type and fair value of the stock-based compensation awards granted during the six month
periods ended June 30, 2011 and 2010, respectively:

2011 2010
Fair Value Fair Value
#Granted Per Award # Granted Per Award
2,722,689 $36.73 7,125,210 $22.31
1,082,032 97.51 1,711,771 53.35
237,906 36.73 431,271 22.31

The stock price on the date of grant was $102.13 and $57.85 for 2011 and 2010, respectively.

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, 2011 and 2010, respectively:

Grant Year
2011 2010
Weighted-average dividend YIEld ............covoiiiiiiiieeee e 2.22% 2.32%
Weighted-average VOIALHITY ...........cooiiiiiiiiiiie et ns 32.7% 36.4%
Range of volatilities 20.9-45.4% 35.2-51.8%
Range Of riSK-Tree INTEIEST FALES ........oiirieieie et 0.25-3.51% 0.32-3.61%
Weighted-average eXPECIEA TIVES..........coviiiiiiiirieie e 8 years 7 years

As of June 30, 2011, the total remaining unrecognized compensation cost related to nonvested stock-based compensation
awards was $239 million, which will be amortized over the weighted-average remaining requisite service periods of
approximately 2.2 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, commaodity 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 into, we designate the derivative as (1) a hedge of the fair value of a recognized asset or liability
(fair value hedge), (2) a hedge of a forecasted transaction or the variability of cash flow to be paid (cash flow hedge), or
(3) an undesignated instrument. Changes in the fair value of a derivative that is qualified, designated and highly effective as a
fair value hedge, along with the gain or loss on the hedged recognized asset or liability that is attributable to the hedged risk,
are recorded in current earnings. Changes in the fair value of a derivative that is qualified, designated and highly effective as
a cash flow hedge are recorded in Accumulated other comprehensive income (loss) (AOCI) 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 is
classified within the same category as the item being hedged on the Consolidated Statement of Cash Flow. Cash flow from
undesignated derivative financial instruments is 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.
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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 Power Systems operations purchase, manufacture and sell products in many locations around the world.
As we have a diversified revenue and cost base, we manage our future foreign currency cash flow exposure on a net basis.
We use foreign currency forward and option contracts to manage unmatched foreign currency cash inflow and outflow. Our
objective is to minimize the risk of exchange rate movements that would reduce the U.S. dollar value of our foreign currency
cash flow. Our policy allows for managing anticipated foreign currency cash flow for up to five years.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British pound,
Canadian dollar, Chinese yuan, euro, Indian rupee, Japanese yen, Mexican peso, Singapore dollar or Swiss franc forward or
option contracts that meet the requirements for hedge accounting and the maturity extends beyond the current quarter-end.
Designation is performed on a specific exposure basis to support hedge accounting. The remainder of Machinery and Power
Systems 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, 2011, $68 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.

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

Our policy allows us to use fixed-to-floating, floating-to-fixed, and floating-to-floating interest rate swaps to meet the match-
funding objective. We designate fixed-to-floating interest rate swaps as fair value hedges to protect debt against changes in
fair value due to changes in the benchmark interest rate. We designate most floating-to-fixed interest rate swaps as cash flow
hedges to protect against the variability of cash flows due to changes in the benchmark interest rate.
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As of June 30, 2011, $5 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 Power
Systems 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.

In anticipation of issuing debt for the planned acquisition of Bucyrus International, Inc., we entered into interest rate swaps to
manage our exposure to interest rate changes. For the three and six months ended June 30, 2011, we recognized a net loss of
$124 million and $149 million, respectively, included in Other income (expense) in the Consolidated Statement of Results of
Operations. These contracts were not designated as hedging instruments, and therefore, did not receive hedge accounting
treatment. The contracts were liquidated in conjunction with the debt issuance in May 2011.

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.

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

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter into commodity
forward and option contracts to lock in the purchase price of a portion of these 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, 2011 December 31, 2010
Designated derivatives
Foreign exchange contracts

Machinery and Power Systems........ Receivables — trade and Other ...........cooveeiinnnncccnenes $93 $65
Machinery and Power Systems........ Long-term receivables — trade and other .... 13 52
Machinery and Power Systems........ ACCIUEd EXPENSES....cvvrveerererererereererererenis (55) (66)
Machinery and Power Systems........ Other Habilities. .......c.oveveiiiiccee e (36) 1)

Interest rate contracts
Machinery and Power Systems........ Receivables — trade and Other..........ccoovvvvieiirrseeieresseeeenns — 1
Financial Products Receivables — trade and Other ...........ccccovveinnncecneeeees 16 14
Financial Products Long-term receivables — trade and other 187 197
Financial Products ACCIUEH EXPENSES......vuvviiiieiticttieie et ()] (18)
$211 $244

Undesignated derivatives
Foreign exchange contracts

Machinery and Power Systems........ Receivables — trade and Other ...........cocoveiiennniccicniireenes $162 $120
Machinery and Power Systems........ Accrued expenses (64) (46)
Machinery and Power Systems........  Other liabilities..........c.ccccceenene (53) (58)
Financial Products............cccccvvenne. Receivables — trade and Other ............cccooveeinnrcccninireees 5 6
Financial Products..........ccccccoveuenene. ACCIUE EXPENSES.....cuieeieiesiesiieteie sttt et (10) 9)

Interest rate contracts
Machinery and Power Systems........ ACCIUEA EXPENSES. ...ttt sttt — (6)
Financial Products..........c.cccoveuenene. ACCIUE EXPENSES ...ttt seetsie ettt se s sesbese e 1) 1)

Commodity contracts
Machinery and Power Systems........ Receivables — trade and Other...........ccoovveceienrreeieresseeeenns 9 17
$48 $23
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The effect of derivatives designated as hedging instruments

follows:

on the Consolidated Statement of Results of Operations is as

Fair Value Hedges
(Millions of dollars)

Interest rate contracts

Machinery and Power Systems

Financial Products

Interest rate contracts

Machinery and Power Systems

Financial Products

Classification

Three Months Ended June 30, 2011

Six Months Ended June 30, 2011

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

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

Other income (expense)
Other income (expense)

$— $— $(1) $1
42 (40) (11) 12
$42 $(40) $(12) $13

Three Months Ended June 30, 2010

Six Months Ended June 30, 2010

Classification

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

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

Other income (expense)
Other income (expense)

$(1) $1 $— $—
88 (83) 141 (134)
$87 $(82) $141 $(134)
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Cash Flow Hedges
(Millions of dollars)

Three Months Ended June 30, 2011

Recognized in Earnings

Amount of Gains Amount of Gains Recognized
(Losses) Recognized (Losses) Reclassified  in Earnings
in AOCI Classification of from AOCI (Ineffective
(Effective Portion) Gains (Losses) (Effective Portion) Portion)
Foreign exchange contracts
Machinery and Power Systems.......... $(45) Other incOMe (EXPENSE) .....cvvvvvecvveeeierirririnias $(9) $—
Interest rate contracts
Machinery and Power Systems......... — Other incCOme (EXPENSE) .....eevererervrerieierereriens 1) —
Financial Products ..............ccoocooev..... (1) Interest expense of Financial Products .......... (6) —!
$(46) $(16) $—
Three Months Ended June 30, 2010
Recognized in Earnings
Amount of Gains Amount of Gains Recognized
(Losses) Recognized (Losses) Reclassified  in Earnings
in AOCI Classification of from AOCI (Ineffective
(Effective Portion) Gains (Losses) (Effective Portion) Portion)
Foreign exchange contracts
Machinery and Power Systems ........ $26 Other inCOMe (EXPENSE) ....vvvvrierercecreieiriens $(11) $(1)
Interest rate contracts
Machinery and Power Systems......... — Other incOmMe (EXPENSE) ....vevervrvrereererereerennees 1) —
Financial Products ............cccevcuvveene. — Interest expense of Financial Products .......... (15) —
$26 $(27) $(1)
Six Months Ended June 30, 2011
Recognized in Earnings
Amount of Gains Amount of Gains Recognized
(Losses) Recognized (Losses) Reclassified  in Earnings
in AOCI Classification of from AOCI (Ineffective
(Effective Portion) Gains (Losses) (Effective Portion) Portion)
Foreign exchange contracts
Machinery and Power Systems ........ $(18) Other income (EXPENSE) ......ccvveeureevererirrrrinias $9 $—
Interest rate contracts
Machinery and Power Systems ........ —  Other income (EXPENSE) .........vveeveeereererrrrennes €)) —
Financial Products ...........c.ccceevevnnee. (1) Interest expense of Financial Products (12) 1*
$(19) $(4) $1
Six Months Ended June 30, 2010
Recognized in Earnings
Amount of Gains Amount of Gains Recognized
(Losses) Recognized (Losses) Reclassified  in Earnings
in AOCI Classification of from AOCI (Ineffective
(Effective Portion) Gains (Losses) (Effective Portion) Portion)
Foreign exchange contracts
Machinery and Power Systems ........ $(73) Other income (EXPENSE) ....ccvrvevevererrrerrerrrenenns $(19) $—
Interest rate contracts
Machinery and Power Systems......... —  Other income (EXPENSE) ........cveeveerererererrrenene €] —
Financial Products ...........c.ccceeveveenee. (6) Interest expense of Financial Products .......... (32) 1
$(79) $(52) $1

! 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)
Three Months Ended

Classification of Gains (Losses) June 30, 2011

Six Months Ended
June 30, 2011

Foreign exchange contracts

Machinery and Power Systems.................... Other income (EXPENSE) ........ccevvrvevennns $15 $47
Financial ProductS.........cccccovevviiiiivciicnennn, Other income (EXPENSE) ......ccvevvevvrennnns (2) 2)
Interest rate contracts
Machinery and Power Systems.................... Other income (EXPENSE) ......ccvevvevvrennns (124) (149)
Commodity contracts
Machinery and Power Systems.................... Other income (EXPeNnSe) .......cccceevrennene (2) 2
$(113) $(102)

Three Months Ended

Classification of Gains (Losses) June 30, 2010

Six Months Ended
June 30, 2010

Foreign exchange contracts

Machinery and Power Systems................... Other income (EXPense)........cccceeeveeenne. $(4) $7
Financial Products ...........cc.ccooeninnincncnenn Other income (EXPense) ........c.ccveeveneae. (12) 11

Interest rate contracts
Machinery and Power Systems.................... Other income (EXPeNnse) .......cccceeeveeneane. — 2
Financial Products...........ccocvovvevniniencienn Other income (eXPense).......cccccveeveneane. — 1

Commodity contracts
Machinery and Power Systems.................... Other income (EXPense) ........ccceeeeeeenne. (7 (3)
$(23) $14

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, 2011 or 2010.

Inventories

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

June 30, December 31,
(Millions of dollars) 2011 2010
RAW MALEITALS ...ttt ettt ettt e et e et e st e s et e st e e saesseeeesate st e esaeseeeesateseaeesseeesreesaseaanes $3,263 $2,766
WVOTK=IN=PIOCESS ...tttk b ekt b bbbt bt b et et b ettt b et 1,911 1,483
FINISNEA GOOUS ...t b et b et nnns 5,937 5,098
ST o] o] LT=T RSOSSN 248 240
TOUAI INVENTOTIES ...ttt bbbkttt $11,359 $9,587
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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,
2011 2010 2011 2010

SUES. ...t s $241 $202 $439 $364
COSt OF SAIES......eeeeiseeee et 198 154 359 274
LC] (013 o1 (0] | OSSPSR $43 $48 $80 $90
PPOFIt (I0SS) vttt $(17) $— $(34) $(2)
Financial Position of unconsolidated affiliated companies: June 30, December 31,
(Millions of dollars) 2011 2010
Assets:

CUITENE ASSEES ...vevvviveierevetetetestseeeste e eete e steseseese st ese e e se st e b esessase s ese e e bese e b e s e ssese b esesaesensstenesnesensneann $411 $414

Property, plant and eQUIPMENT — NEL ..o 181 196

ONEE BSSELS ...ttt 39 39

631 649

Liabilities:

CUITENT TTADIITITIES ...ttt b et st see e e s et e 316 274

Long-term debt dug after ONE YEAI.........cvciiiiiieieee e 51 72

Other HADIHTIES .....c.vvivivcececc b 38 40

405 386

B QUL ettt b ettt E e R e bR bRt Rt E e Re e be et et e Rt e Rt e R e e Reebenbeebeneeneeneaneas $226 $263
Caterpillar’s investments in unconsolidated affiliated companies:
(Millions of dollars)

Investments in equity Method COMPANIES..........ccviieiiiiiiee s $103 $135

Plus: Investments in cost Method COMPANIES.........c.civeriiieiie e 20 29

Total investments in unconsolidated affiliated COMPANIES ........c.ccoveiiiiiiiiinin e $123 $164
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Intangible Assets and Goodwill
A. Intangible assets

Intangible assets are comprised of the following:

June 30, 2011

Weighted Gross
Amortizable Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationShiPs .........coevieiiriiee s 17 $634 $(130) $504
INtelleCtual PrOPEITY ....c.vivieiiieeiee e e 9 311 (175) 136
(0411 TSRO 13 198 (81) 117
Total finite-lived intangible aSSetS ............ccovvveeviriieissiesecee e 14 1,143 (386) 757
Indefinite-lived intangible assets - In-process research & development..... 18 — 18
Total iNtangibIe ASSELS..........veiveeerererereietseeecie e $1,161 $(386) $775
December 31, 2010
Weighted Gross
Amortizable Carrying Accumulated
(Millions of dollars) Life (Years) Amount Amortization Net
Customer relationShiPs .......coveeveiiiieieeeee s 17 $630 $(108) $522
Intellectual property 9 306 (166) 140
(@10 (TR 13 197 (72) 125
Total finite-lived intangible assets 14 1,133 (346) 787
Indefinite-lived intangible assets - In-process research & development..... 18 — 18
Total iNtangible aSSEtS.......cccveviviveciiiiee e, $1,151 $(346) $805

Amortization expense for the three and six months ended June 30, 2011 was $22 million and $44 million, respectively.
Amortization expense for the three and six months ended June 30, 2010 was $17 million and $32 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

2011 2012 2013 2014 2015 Thereafter
$87 $83 $76 $72 $67 $434
B. Goodwill

We test goodwill for impairment annually and whenever events or circumstances make it more likely than not that an
impairment may have occurred. We perform our annual goodwill impairment test as of October 1 and monitor for interim
triggering events on an ongoing basis. Goodwill is reviewed for impairment utilizing a 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. Additionally, if the carrying
amount of a reporting unit is zero or negative, the second step of the goodwill impairment test is also required if an analysis
of qualitative factors indicates it more likely than not that a goodwill impairment exists. In step two, the implied fair value of
goodwill is calculated as the excess of the fair value of a reporting unit over the fair values assigned to its assets and
liabilities. If the implied fair value of goodwill is less than the carrying value of the reporting unit’s goodwill, the difference
is recognized as an impairment loss. No goodwill was impaired during the three and six months ended June 30, 2011 or
2010.
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As discussed in Note 14 — Segment Information, during the first quarter of 2011, we revised our reportable segments in line
with the changes to our organizational structure that were announced during 2010. Our reporting units did not change as a
result of the changes to our reportable segments.

The changes in the carrying amount of the goodwill by reportable segment for the six months ended June 30, 2011 were as
follows:

(Millions of dollars)

Construction Resource Power Consolidated
Industries Industries Systems Other Total
Balance at December 31, 2010 .......ccooveeveieviiiie e, $357 $51 $2,077 $129 $2,614
BUSINESS AIVESTIUTES  ..........veocveeeeeeeee s — — — (12) (12)
Other adjUSEMENTS?...........c.oiveeeeeeeeeeeeeees e 6 1 1 — 8
Balance at June 30, 2011 ......cccoooviiiiiiieeeece e, $363 $52 $2,078 $117 $2,610

! Sale of Carter Machinery. See Note 18 for additional details.
2 Other adjustments are comprised primarily of foreign currency translation.

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.

June 30, 2011 December 31, 2010
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..........ccoveovreerenenineienniesseeseeens $10 $— $10 $12 $— $12
Other U.S. and non-U.S. government bonds.................. 77 1 78 76 1 77
Corporate bonds
Corporate BONS.........cccvveriiiieieieii e 500 33 533 481 30 511
Asset-backed SECUNITIES........cccviviriiieeii e 121 — 121 136 — 136
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities. 263 16 279 258 15 273
Residential mortgage-backed securities.............c.cccce.e... 38 3) 35 43 3) 40
Commercial mortgage-backed securities............ccoovenen. 161 5 166 164 4 168
Equity securities
Large capitalization value.............cccccoeveiviivcienescrienan, 118 28 146 100 22 122
Smaller company growth...........cccoeveivieiincieicniese 23 10 33 23 8 31
TOMAL e $1,311 $90 $1,401 $1,293 $77 $1,370

During the three and six months ended June 30, 2011, there were no charges for other-than-temporary declines in the market
value of securities. 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, 2011

Less than 12 months® 12 months or more ! Total
Fair Unrealized Fair Unrealized Fair Unrealized

(Millions of dollars) Value Losses Value Losses Value Losses
Corporate bonds

Asset-backed SECUNTIES.......coovvvreiriiireceseea $14 $— $18 $4 $32 $4
Mortgage-backed debt securities

Residential mortgage-backed securities....................... 3 — 19 3 22 3

Commercial mortgage-backed securities.................... 18 — 8 1 26 1
Equity securities

Large capitalization ValUe.............ccceveveeeeveercreeeerenans 24 1 7 1 31 2
TOMAL oot $59 $1 $52 $9 $111 $10

December 31, 2010
Less than 12 months * 12 months or more * Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

Corporate bonds

Asset-backed SECUTIES........ccovevveiiiiiiiicccece $19 $— $19 $4 $38 $4
Mortgage-backed debt securities

Residential mortgage-backed securities...................... 2 — 25 4 27 4

Commercial mortgage-backed securities................... 3 — 14 1 17 1
Equity securities

Large capitalization ValUe............c..coevvrvvvererrnrenennn, 14 1 12 2 26 3
TOMAL 1ottt $38 $1 $70 $11 $108 $12

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

Corporate Bonds. The unrealized losses on our investments in corporate bonds and asset-backed securities relate primarily
to changes in interest rates and credit-related yield spreads since time of purchase. We do not intend to sell the investments
and it is not likely that we will be required to sell the investments before recovery of their amortized cost basis. We do not
consider these investments to be other-than-temporarily impaired as of June 30, 2011.

Mortgage-Backed Debt Securities. The unrealized losses on our investments in mortgage-backed securities and mortgage-
related asset-backed securities relate primarily to the continuation of elevated housing delinquencies and default rates, risk
aversion and credit-related yield spreads since time of purchase. We do not intend to sell the investments and it is not likely
that we will be required to sell these investments before recovery of their amortized cost basis. We do not consider these
investments to be other-than-temporarily impaired as of June 30, 2011.

Equity Securities. Cat Insurance maintains a well-diversified equity portfolio consisting of two specific mandates: large
capitalization value stocks and smaller company growth stocks. U.S. equity valuations were generally lower for the three
months ended June 30, 2011 as concerns linger over Europe’s debt crisis and the U.S. economy’s recovery. In each case
where unrealized losses exist, the respective company's management is taking corrective action in order to increase
shareholder value. We do not consider these investments to be other-than-temporarily impaired as of June 30, 2011.

The fair value of the available-for-sale debt securities at June 30, 2011, 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.

19



(Millions of dollars) Fair Value

DUE N ONB YBAI OF 1855, uititiiiieteeie ettt ettt sttt ettt s b et et e s e se e bt e be e b e e et e s b e s e e beebe e b e s et e s e e seebe et e b e s et e e en s eteebesbe e enee $76
Due after one year throUGh FIVE YBAIS .........cviiiiiiiiieee ettt et r e b et st et e b enseteeb e be st e s eneens $452
Due after five Years tNrOUGN TBN YEAIS ........cuo ittt bbbt b bbb e bt ae e bt bt st e e neens $210
(DU 1 T g (=T AT LSOO PP $484

Sales of Securities

Three Months Ended Six Months Ended
June 30, June 30,
(Millions of dollars) 2011 2010 2011 2010
Proceeds from the sale of available-for-sale securities ..................... $56 $45 $122 $90
Gross gains from the sale of available-for-sale securities................. $1 $1 $2 $1
Gross losses from the sale of available-for-sale securities................ $— $— $1 $—

Postretirement Benefits
A. Pension and postretirement benefit costs

As announced in August 2010, on January 1, 2011, our retirement benefits for U.S. support and management employees
began transitioning from defined benefit pension plans to defined contribution plans. The transition date was determined for
each employee based upon age and years of service or proximity to retirement. Pension benefit accruals were frozen for
certain employees on December 31, 2010, and will freeze for remaining employees on December 31, 2019. As of these dates
employees will move to the new retirement benefit that will provide a frozen pension benefit and a 401(k) plan that will
include a matching contribution and a new annual employer contribution. The plan change required a re-measurement as of
August 31, 2010, which resulted in an increase in our Liability for postemployment benefits of $1.32 billion and a decrease in
Accumulated other comprehensive income (loss) of $831 million net of tax. The increase in the liability was due to a decline
in the discount rate and lower than expected asset returns at the re-measurement date. Curtailment expense of $28 million
was also recognized for the three and nine months ended September 30, 2010 as a result of the plan change.

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.
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U.S. Pension Non-U.S. Pension Postretirement
(Millions of dollars) Benefits Benefits Benefits
June 30, June 30, June 30,
2011 2010 2011 2010 2011 2010
For the three months ended:
Components of net periodic benefit cost:
SEIVICE COSE ..ttt $38 $48 $28 $23 $20 $17
INEEIESE COSE ...t 162 167 44 40 63 61
Expected return on plan assets...........ccceveeereneicnieieniens (199) (190) (50) (49) @17 (23)
Amortization of:
Prior service cost (Credit) *.......cccovvvvvveinvsrisisninns 5 7 — — (13) (13)
Net actuarial 105S (gain).........ccceovveiereinrrereneereenens 113 87 18 17 27 8
Net periodic benefit COSt........ccovviviiiiiieiiici e 119 119 40 31 80 50
Curtailments, settlements and special termination benefits 2 — — 9 4 — —
Total cost included in operating profit...........c...cecoveenv. $119 $119 $49 $35 $80 $50
For the six months ended:
Components of net periodic benefit cost:
SEIVICE COSE .vvveniieieieieeeee et $77 $97 $55 $46 $41 $33
INEEIESE COSE ...t 324 333 87 82 126 122
Expected return on plan assets..........coocevvvevneenncrnnnns (398) (381) (100) (98) (35) (46)
Amortization of:
Transition obligation (aSSet) ........c..ccevvveververieiriiesrnnen — — — — 1 1
Prior service cost (Credit) ........coovvveevveveeceeeeierinns 10 14 1 — 27) 27)
Net actuarial 10SS (gain)........ccceovveiereienseresee e 226 175 36 34 54 16
Net periodic benefit COSt..........cooviiiiiieiiiiree s 239 238 79 64 160 99
Curtailments, settlements and special termination benefits 2 — — 9 8 — —
Total cost included in operating profit...........ccccocovveen. $239 _ $238 $88 $72 $160 $99
Weighted-average assumptions used to determine net cost:
DiSCOUNE FALE....c.eeiieiisieiie e 5.1% 5.7% 4.6% 4.8% 5.0% 5.6%
Expected return on plan assetsS..........ccoceeevveieieiiveneieeeenens 8.5% 8.5% 7.1% 7.0% 8.5% 8.5%
Rate of compensation iNCrease..........c.oovvvevreesisesesiesiennans 4.5% 4.5% 4.2% 4.2% 4.4% 4.4%

1 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.

We made $104 million and $235 million of contributions to our U.S. and non-U.S. pension plans during the three and six
months ended June 30, 2011, respectively. We currently anticipate full-year 2011 contributions of approximately $1 billion,
most of which are voluntary contributions. 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.

B. Defined contribution benefit costs

From June 2009 to October 2010, we funded 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 made $33 million (0.5
million shares) and $62 million (1 million shares) of matching contributions in Caterpillar stock, respectively.

On January 1, 2011, matching contributions to our U.S. 401(k) plan changed for certain employees that are still accruing
benefits under a defined benefit pension plan. Matching contributions changed from 100% of employee contributions to the
plan up to six percent of their compensation to 50% of employee contributions up to six percent of compensation. For
employees whose defined benefit pension accruals were frozen as of December 31, 2010, we began providing a new annual
employer contribution in 2011, which ranges from three to five percent of compensation, depending on years of service and
age.
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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) 2011 2010 2011 2010
ULS. PIANS ...ttt ettt sttt et ste e ere e eane e $50 $35 $132 $83
NON-U.S. PIANS ....oviiiiececcteece ettt ettt e ve e erae s 14 9 26 16
$64 $44 $158 $99

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, 2011 and December 31, 2010, the
related liability was $7 million and $10 million, respectively. The maximum potential amount of future payments
(undiscounted and without reduction for any amounts that may possibly be recovered under recourse or collateralized
provisions) we could be required to make under the guarantees are as follows:

(Millions of dollars) June 30, December 31,
2011 2010
Guarantees With Caterpillar dBAIEIS ..........cvvueiieerri et ne s $154 $185
GUAraNTEES WIth CUSTOIMIELS ......eiiiii ettt sttt te e sb e e r e e be et e s reesbesbeenbesreestesneenbeereesee 158 170
LiMIEA INABMINITY L..eoviieiceiee ettt sttt st e et e st e besbeste st e e e st eseetesbesbesbeneeneerenrens 14 17
GUAIANTEES — ONET ...tttk b bbb bt b et b bt b b b et b et r b s 30 48
TOTAL GUATANTEES. ... ettt ettt et b et ettt ekt b et st et e et e ben e nb et e et en e et e s e st e b e e ebe e ntne $356 $420

Cat Financial provides guarantees to repurchase certain loans of Caterpillar dealers from a special-purpose corporation (SPC)
that qualifies as a variable interest entity. The purpose of the SPC is to provide short-term working capital loans to
Caterpillar dealers. This SPC issues commercial paper and uses the proceeds to fund its loan program. Cat Financial has a
loan purchase agreement with the SPC that obligates Cat Financial to purchase certain loans that are not paid at maturity. Cat
Financial receives a fee for providing this guarantee, which provides a source of liquidity for the SPC. Cat Financial is the
primary beneficiary of the SPC as our guarantees result in Cat Financial having both the power to direct the activities that
most significantly impact the SPC's economic performance and the obligation to absorb losses, and therefore Cat Financial
has consolidated the financial statements of the SPC. As of June 30, 2011 and December 31, 2010, the SPC's assets of $540
million and $365 million, respectively, are primarily comprised of loans to dealers and the SPC's liabilities of $540 million
and $365 million, respectively are primarily comprised of commercial paper. No loss has been experienced or is anticipated
under this loan purchase agreement. Cat Financial’s assets are not available to pay creditors of the SPC, except to the extent
Cat Financial may be obligated to perform under the guarantee, and assets of the SPC are not available to pay Cat Financial’s
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.
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12.

(Millions of dollars) 2011

Warranty liability, JANUAIY L........coooiiiiiieiice ettt e b ettt s e bt sttt e s e et e b et et et benenenn $1,035
Reduction in [aDility (PAYMENTS).....c..ceieieierte ettt sttt ettt et s e st bt ebeebesee e eseeseebeebesbeneeneeseemeabesbesbe st eneaneenenbeseea (436)
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 521
Warranty lability, JUNE B0......cociiiiiieieic ettt e et e e be s b et e e s e e s e e b e e be e b e st et e st e st ebeebeeb e be b e e eneene e $1,120
(Millions of dollars) 2010

Warranty Hability, JANUANY L.........ccooiioiiiiie ettt ettt b et et e st e be e s e bt et e st e st e b e s e e bt e besbe e et eneareabeneenes $1,049
Reduction in [iability (PAYMENTS).....c.iiiiiitiiiiteitet ettt sttt s e se b e be st e b et e s e eseebeabe et e s esbeseebeabesbesbe s essereesestenrens (855)
Increase in 1iability (NEW WAITANTIES) ........viuiiiiieiei ettt et b et s e be b et e s be s b e b e b e s e e b e et e s besbe e e st ereene st ee 841
Warranty lability, DECEMDEE 3L........oueiiiiieii ettt sttt s et e b e b e e e et e st e b e et e ebesee b e seeseeseebesbesbenbe e eneeneane $1,035

Computations of Profit Per Share

Three Months Ended Six Months Ended
(Dollars in millions except per share data) June 30, June 30,
2011 2010 2011 2010
I.  Profit (loss) for the period (A)": $1,015 $707 $2,240 $940
Il. Determination of shares (in millions):
Weighted-average number of common shares outstanding (B) ..........cccceeeeuees 645.5 629.8 643.3 628.1
Shares issuable on exercise of stock awards, net of shares assumed to be
purchased out of proceeds at average Market price ...........ccocovverevriverennens 21.7 17.2 22.7 171
Average common shares outstanding for fully diluted computation (C) 2 667.2 647.0 666.0 645.2
111, Profit (loss) per share of common stock:
Assuming NO dilUtion (A/B).....c.ceiveeiieiieeee e $1.57 $1.12 $3.48 $1.50
Assuming full dilution (A/C) 2 et $1.52 $1.09 $3.36 $1.46

! Profit (loss) attributable to common stockholders.
% Diluted by assumed exercise of stock-based compensation awards using the treasury stock method.

SARs and stock options to purchase 2,940,143 common shares were outstanding for both the three and six months ended
June 30, 2011, 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, 2010, there were outstanding SARs and stock options to purchase
12,465,174 and 25,871,262 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.

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.
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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. The aggregate range of reasonably possible losses
in excess of accrued liabilities, if any, associated with these unresolved legal actions is not material. In some cases, we
cannot reasonably estimate a range of loss because there is insufficient information regarding the matter. However, there is
no more than a remote chance that any liability arising from these matters would be material. Although it is not possible to
predict with certainty the outcome of these unresolved legal actions, we believe that these actions will not individually or in
the aggregate have a material adverse effect on our consolidated results of operations, financial position or liquidity.

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. 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. On July 28, 2011, EPA and the U.S. Department of Justice filed and
lodged a civil complaint and consent decree with the U.S. District Court for the District of Columbia regarding the matter.
Caterpillar has agreed to the terms of the consent decree, which require payment of a civil penalty of $2.55 million,
retirement of a small number of emissions credits and expanded defect-related reporting. If approved by the U.S. District
Court after expiration of the mandatory public comment period, the consent decree will resolve this matter. Under the terms
of the consent decree, and subject to a settlement agreement, $510,000 of the stipulated $2.55 million penalty will be paid to
the California Air Resources Board relating to engines covered by the consent decree that were placed into service in
California.

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. Caterpillar settled this matter with
the State of Illinois in 2010, resolving all allegations in the Complaint. This settlement does not have a material adverse
impact on our consolidated results of operations, financial position, or liquidity. 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 alleged 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. Caterpillar settled this matter with the EPA on July 12,
2011, resolving all allegations in the notice. This settlement does not have a material adverse impact on our consolidated
results of operations, financial position, or liquidity.

In May 2010, an incident at Caterpillar’s Gosselies, Belgium facility resulted in the release of wastewater into the Perupont
River. In coordination with local authorities, appropriate remediation measures have been taken. In January 2011,
Caterpillar learned that the public prosecutor for the Belgian administrative district of Charleroi had referred the matter to an
examining magistrate of the civil court of Charleroi for further investigation. Caterpillar is cooperating with the Belgian
authorities on this investigation. At this time, it is unlikely that penalties will be assessed, and any penalties are unlikely to
exceed $100,000. Management does not believe this matter will have a material adverse impact on our consolidated results
of operations, financial position or liquidity.

Income Taxes

The provision for income taxes reflects an estimated annual effective tax rate of 29 percent for the first six months of 2011
and 2010, excluding the discrete items discussed below. The 2011 estimated annual effective tax rate of 29 percent is higher
than the comparable full-year 2010 rate of 25 percent primarily due to an expected change in our geographic mix of profits
from a tax perspective.

The provision for income taxes in 2011 also includes a benefit of $113 million due to planned repatriation of non-U.S.
earnings with available foreign tax credits in excess of the U.S. tax liability on the dividend offset by a $41 million increase
in reserves for prior year unrecognized tax benefits. The 2010 provision for income taxes included a 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, 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.
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Segment Information
Basis for segment information

In the first quarter of 2011, we implemented revised internal financial measurements in line with changes to our
organizational structure that were announced during 2010. Our previous structure used a matrix organization comprised of
multiple profit and cost center divisions. There were twenty-five operating segments, twelve of which were reportable
segments. These segments were led by vice-presidents that were managed by Caterpillar’s Executive Office (comprised of
our CEO and Group Presidents), which served as our Chief Operating Decision Maker. As part of the strategy revision,
Group Presidents were given accountability for a related set of end-to-end businesses that they manage, a significant change
for the company. The CEO allocates resources and manages performance at the Group President level. As such, the CEO
now serves as our Chief Operating Decision Maker and operating segments are primarily based on the Group President
reporting structure.

Three of our operating segments, Construction Industries, Resource Industries and Power Systems, are led by Group
Presidents. One operating segment, Financial Products, is led by a Group President who has responsibility for Corporate
Services. Corporate Services is a cost center primarily responsible for the performance of certain support functions globally
and to provide centralized services; it does not meet the definition of an operating segment. One Group President leads three
smaller operating segments that are included in All Other operating segments.

The segment information for 2010 has been retrospectively adjusted to conform to the 2011 presentation.
Description of segments

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

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

Resource Industries: A segment primarily responsible for supporting customers using machinery in mining and quarrying
applications.  Responsibilities include business strategy, product design, product management and development,
manufacturing, marketing, sales and product support. The product portfolio includes large track-type tractors, large mining
trucks, underground mining equipment, tunnel boring equipment, large wheel loaders, quarry and construction trucks,
articulated trucks, wheel tractor scrapers, wheel dozers, compactors, select work tools, forestry products, paving products,
machinery components, electronics and control systems and related parts. In addition, Resource Industries manages areas
that provide services to other parts of the company, including integrated manufacturing, research and development and
coordination of the Caterpillar Production System. Bucyrus will become part of Resource Industries, and Bucyrus
acquisition costs impacting operating profit are included in this segment. Inter-segment sales are a source of revenue for this
segment.

Power Systems: A segment primarily responsible for supporting customers using reciprocating engines, turbines and related
parts across industries serving electric power, industrial, petroleum and marine applications as well as rail-related businesses.
Responsibilities include business strategy, product design, product management and development, manufacturing, marketing,
sales and product support of reciprocating engine powered generator sets, integrated systems used in the electric power
generation industry, reciprocating engines and integrated systems and solutions for the marine and petroleum industries;
reciprocating engines supplied to the industrial industry as well as Caterpillar machinery; the business strategy, product
design, product management and development, manufacturing, marketing, sales and product support of turbines and turbine
related services; the business strategy, product design, product management and development, manufacturing,
remanufacturing, maintenance, marketing, sales, leasing and service of diesel-electric locomotives and components and other
rail-related products and services. Inter-segment sales are a source of revenue for this segment.
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Financial Products Segment: Provides financing to customers and dealers for the purchase and lease of Caterpillar and
other equipment, as well as some financing for Caterpillar sales to dealers. Financing plans include operating and finance
leases, installment sale contracts, working capital loans and wholesale financing plans. The 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 remanufacturing of Cat engines and components and remanufacturing
services for other companies as well as the business strategy, product design, product management and development,
manufacturing, marketing, sales and product support of undercarriage, specialty products, hardened bar stock components
and ground engaging tools primarily for Caterpillar products; logistics services for Caterpillar and other companies; the
business strategy, product management, product development, marketing, sales and product support of on-highway
vocational trucks for North America (U.S. & Canada only); the 50/50 joint venture with Navistar (NC?) which develops,
manufactures and distributes on-highway trucks outside North America and India; and distribution services responsible for
dealer development and administration, dealer portfolio management and ensuring the most efficient and effective
distribution of machines, engines and parts. Inter-segment sales are a source of revenue for this segment. 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:

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

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

o Goodwill is amortized using a fixed amount based on a twenty year useful life. This methodology difference only
impacts segment assets; no goodwill amortization expense is included in segment profit.

. The present value of future lease payments for certain Machinery and Power Systems operating leases is included in
segment assets. The estimated financing component of the lease payments is excluded.

. Currency exposures for Machinery and Power Systems 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.

. Machinery and Power Systems segment profit is determined on a pretax basis and excludes interest expense, gains
and losses on interest rate swaps and other income/expense items. Financial Products Segment profit is determined
on a pretax basis and includes other income/expense items.

Reconciling items are created based on accounting differences between segment reporting and our consolidated external
reporting. Please refer to pages 28 to 33 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: These costs are related to corporate requirements and strategies that are considered to be for the
benefit of the entire organization.

o 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)

2011
Inter-
External segment Total sales  Depreciation Segment
sales and sales & and and Segment assets at Capital
revenues revenues revenues amortization profit June 30 expenditures
Construction Industries ................... $4,941 $124 $5,065 $126 $482 $7,133 $158
Resource Industries 3,206 284 3,490 72 796 3,600 105
Power Systems............cccvvvervrerenean 4,918 541 5,459 129 736 7,879 132
Machinery and Power Systems ... $13,065 $949 $14,014 $327 $2,014 $18,612 $395
Financial Products Segment............ 764 — 764 182 172 31,550 339
Total oo $13,829 $949 $14,778 $509 $2,186 $50,162 $734
2010
Inter-
External segment  Total sales  Depreciation Segment
sales and sales & and and Segment assets at Capital
revenues  revenues  revenues amortization profit December 31  expenditures
Construction Industries ................... $3,391 $142 $3,533 $126 $218 $6,927 $88
Resource Industries...........ccuveenee.. 2,095 192 2,287 70 418 3,892 44
Power Systems............cccevverirnenan. 3,736 388 4,124 118 594 8,321 108
Machinery and Power Systems ... $9,222 $722 $9,944 $314 $1,230 $19,140 $240
Financial Products Segment............ 744 — 744 180 110 30,346 213
Total oo $9,966 $722 $10,688 $494 $1,340 $49,486 $453
Reportable Segments
Six Months Ended June 30,
(Millions of dollars)
2011
Inter-
External segment  Total sales  Depreciation Segment
sales and sales & and and Segment assets at Capital
revenues  revenues  revenues amortization profit June 30 expenditures
Construction Industries ................... $9,412 $271 $9,683 $246 $1,026 $7,133 $237
Resource INdustries.........ccceveenee. 5,974 558 6,532 143 1,592 3,600 161
Power SyStems ........cccoocevveiiiieninnns 9,367 1,095 10,462 265 1,436 7,879 217
Machinery and Power Systems ... $24,753  $1,924 $26,677 $654 $4,054 $18,612 $615
Financial Products Segment............. 1,494 — 1,494 358 308 31,550 519
Total oo $26,247 $1,924 $28,171 $1,012 $4,362 $50,162 $1,134
2010
Inter-
External segment  Total sales  Depreciation Segment
sales and sales & and and Segment assets at Capital
revenues  revenues  revenues amortization profit December 31 expenditures
Construction Industries ................... $6,003 $302 $6,305 $254 $250 $6,927 $164
Resource Industries 3,598 346 3,944 140 645 3,892 71
Power Systems.........ccocevevveinennennn. 6,677 644 7,321 226 886 8,321 182
Machinery and Power Systems ... $16,278 $1,292 $17,570 $620 $1,781 $19,140 $417
Financial Products Segment............. 1,483 — 1,483 363 216 30,346 387
Total oo $17,761 $1,292 $19,053 $983 $1,997 $49,486 $804
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Reconciliation of Sales and revenues:

(Millions of dollars) Machinery

and Power Financial Consolidating  Consolidated

Systems Products Adjustments Total

Three Months Ended June 30, 2011:
Total external sales and revenues from reportable segments...........c.cccceeeeeee. $13,065 $764 $— $13,829
All other operating segments..... 475 — — 475
(0111 (5) 13 (82)* (74)
Total SAIES AN FEVENUES ......ocuveeieie ettt sttt $13,535 $777 $(82) $14,230
Three Months Ended June 30, 2010:
Total external sales and revenues from reportable segments...........c.cccceeveee. $9,222 $744 $— $9,966
All other operating SEgMEeNtS.........cccoceverereiieienirese e 529 — — 529
(0] T TP (28) 9 (67)* (86)
Total SAlES AN FEVENUES .......cveiieieirie ettt $9,723 $753 $(67) $10,409
! Elimination of Financial Products revenues from Machinery and Power Systems.
Reconciliation of Sales and revenues:
(Millions of dollars) Machinery

and Power Financial Consolidating  Consolidated

Systems Products Adjustments Total

Six Months Ended June 30, 2011:
Total external sales and revenues from reportable segments..........cc.ccccevenee. $24,753 $1,494 $— $26,247
All other operating segments 1,064 — — 1,064
Other ..o (5) 23 (150)* (132)
Total sales and revenues.... $25,812 $1,517 $(150) $27,179
Six Months Ended June 30, 2010:
Total external sales and revenues from reportable segments............c.cccceeeeeee. $16,278 $1,483 $— $17,761
All other operating SEgMEeNtS .........ccooerirereieeee e 1,023 — — 1,023
(0] T OO (27) 16 (126)* (137)
Total SAlES AN FEVENUES .......cveeiviiiiieceie ettt $17,274 $1,499 $(126) $18,647

! Elimination of Financial Products revenues from Machinery and Power Systems.
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Reconciliation of Consolidated profit (loss) before taxes:

(Millions of dollars)

Three Months Ended June 30, 2011:

Total profit from reportable segments..........ccccccevvevviiiennne
All other operating SEgmeNtS..........cccevveveeiiiisenierieieeaiens
COSE CENEBIS ..ttt sttt e

Methodology differences:

Inventory/cost Of Sales .........ccocvviiiineiec e
Postretirement benefit eXpense .........coccoevevieencicnnns
FINANCING COSES ...vvveiiieieiicecc e

Equity in profit of unconsolidated affiliated companies

CUITENCY vttt
INTErest rate SWaPS........covvveveveriririrerieieieeese s
Other income/expense methodology differences............
Other methodology differences...........ccocevevieivicviiiiennens
Total profit (10ss) before taxes .......cccceoeveeviiiininiiiee

Three Months Ended June 30, 2010:

Total profit from reportable segments..........c.cccceeevviirennne
All other operating SEgMeNts..........ccoceoeieereiereneieeeeeiens

Cost centers

Methodology differences:

Inventory/cost 0f SalesS .........ccevvviviiveneieccee e

Postretirement benefit expense

FINANCING COSES ....c.vevveiiiriiiescrie e

Equity in profit of unconsolidated affiliated companies

CUITENCY .ottt
Other income/expense methodology differences............
Other methodology differences...........ccocevevieivicviiiiennens
Total profit (10ss) before taxes .......ccceoeieniiiiieniiceee

Machinery
and Power Financial Consolidated
Systems Products Total
$2,014 $172 $2,186
122 — 122
(22) — (22)
(298) — (298)
(93) — (93)
16 — 16
(166) — (166)
(89) — (89)
10 — 10
(93) — (93)
(124) — (124)
97) — 97)
3 1 (2
$1,177 $173 $1,350
$1,230 $110 $1,340
195 — 195
3) — (3)
(264) — (264)
(126) — (126)
4 — 4
(115) — (115)
(74) — (74)
4 — 4
10 — 10
(23) — (23)
€] )] (2
$837 $109 $946
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Reconciliation of Consolidated profit (loss) before taxes:

(Millions of dollars)

Six Months Ended June 30, 2011:

Total profit from reportable segments..........ccccecevvevviiiennne
All other operating SEgmeNts..........ceevvevveieiineseserieieeeiens
COSE CENEBIS ..vve ettt nree e

Methodology differences:

Inventory/cost Of Sales .........ccoovvveiiiineiec e
Postretirement benefit eXpense .........coccoeverveeiccnnns
FINANCING COSES ....vveiiieieiicecc e

Equity in profit of unconsolidated affiliated companies

CUITENCY vttt
INTEreSt rate SWaPS........coviveveveririririeieieieeeses e
Other income/expense methodology differences............
Other methodology differences...........ccocevevieivicviiiiennens
Total profit (10ss) before taxes .......cccceoeveeviiiininiiiee

Six Months Ended June 30, 2010:

Total profit from reportable segments........c.cccccovveiiinennne
All other operating SEgMEeNtS..........ccoeoeieereneneneeeeeeene

Cost centers

Methodology differences:

Inventory/cost 0f Sales .........cccvvvieieveneieccece e

Postretirement benefit expense

FINANCING COSES ....cveveiiieiiiesicriee e

Equity in profit of unconsolidated affiliated companies

CUITENCY .ttt
INterest rate SWaps...........ccceeeeriririnieireirsse e
Other income/expense methodology differences............
Other methodology differences...........ccocevvveiiiiviiiiennns

Total profit (10ss) before taxes ........cccoovveeviiiienciice

Machinery
and Power Financial Consolidated
Systems Products Total
$4,054 $308 $4,362
367 — 367
(2) — (2)
(568) — (568)
(169) — (169)
22 — 22
(358) — (358)
(178) — (178)
18 — 18
(75) — (75)
(149) — (149)
(156) — (156)
4 3 )]
$2,802 $311 $3,113
$1,781 $216 $1,997
380 — 380
(5) — (5)
(470) — (470)
(112) — (112)
38 — 38
(243) — (243)
(169) — (169)
6 — 6
45 — 45
(2) — (2
(50) — (50)
(3) 3 —
$1,196 $219 $1,415
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Reconciliation of Assets:

Machinery
and Power Financial Consolidating  Consolidated
(Millions of dollars) Systems Products Adjustments Total
June 30, 2011:
Total assets from reportable segments $18,612 $31,550 $— $50,162
All other 0perating SEgMENTS........ccoieieiiieie e 1,931 — — 1,931
Items not included in segment assets:
Cash and short-term investments 9,456 — — 9,456
Intercompany receivables ............cccooeveiinninnns 59 — (59) —
Investment in Financial Products 4471 — (4,471) —
Deferred INCOME TAXES .....ccvvieeeeiieeiiee ettt e e et e st e e s sbe e s sbaa e s eaeaas 3,626 — (398) 3,228
Goodwill, intangible assets and other assets ...........ccoceveeriereieneieeceeenn 1,608 — — 1,608
Operating lease methodology difference (499) — — (499)
Liabilities included in SEgMENt 8SSELS ......cvvvevirviiiiireirceeeesee e 9,662 — — 9,662
Inventory methodology differences...........oceoieiniinnenineiec e (2,634) — — (2,634)
Other 993 (186) (110) 697
QIO LT (S $47,285 $31,364 $(5,038) $73,611
December 31, 2010:
Total assets from reportable SEGMENLS.........ccoveeireireeriree e $19,140 $30,346 $— $49,486
All other Operating SEgMENTS.........c..ooeiiiiiri e 2,472 — — 2,472
Items not included in segment assets:
Cash and short-term INVESEMENTS ........cccveeiveiee e e e 1,825 — — 1,825
Intercompany receivables ... 618 — (618) —
Investment in Financial ProductS...........cccccvviiiiieiiiiciese e 4,275 — (4,275) —
Deferred INCOME TAXES ....cvvvviiieiieiee et 3,745 — (519) 3,226
Goodwill, intangible assets and other assets 1,511 — — 1,511
Operating lease methodology difference...........ccccceenee (567) — — (567)
Liabilities included in segment assets ..........ccoceverererenerenncns 8,758 — — 8,758
Inventory methodology differences..........cccccoovivvniiiinicicnene (2,913) — — (2,913)
L ] 13T TSRS 627 (233) (172) 222
TOAL ASSEES ...ttt e $39,491 $30,113 $(5,584) $64,020
Reconciliations of Depreciation and amortization:
Machinery
(Millions of dollars) and Power Financial Consolidating  Consolidated
Systems Products Adjustments Total
Three Months Ended June 30, 2011:
Total depreciation and amortization from reportable segments............ccccovone $327 $182 $— $509
Items not included in segment depreciation and amortization:
All other operating SEgMENTS .........ccccereiieirirere e 41 — — 41
COSE CENTEIS. ..ottt ettt nbe s 24 — — 24
23 2 25
$415 $184 $— $599
Three Months Ended June 30, 2010:
Total depreciation and amortization from reportable segments............cccccvone $314 $180 $— $494
Items not included in segment depreciation and amortization:
All other operating segments 49 — — 49
COSt CENLEIS. ...t 25 — — 25
(0] 11T OSSR (9) 3 — (6)
Total depreciation and amortization from reportable segments....................... $379 $183 $— $562
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Reconciliations of Depreciation and amortization:

Machinery
(Millions of dollars) and Power Financial Consolidating  Consolidated
Systems Products Adjustments Total
Six Months Ended June 30, 2011:
Total depreciation and amortization from reportable segments....................... $654 $358 $— $1,012
Items not included in segment depreciation and amortization:
All other 0perating SEgMENTS .........ccocererieieieiere e 86 — — 86
COSt CENTETS.....coiiiiici e 48 — — 48
22 6 28
$810 $364 $— $1,174
Six Months Ended June 30, 2010:
Total depreciation and amortization from reportable segments............cccoovone $620 $363 $— $983
Items not included in segment depreciation and amortization:
All other operating SEgMENTS ..........cccoreiieirirere e 96 — — 96
COSE CRNTETS. ...ttt 49 — — 49
(15) 3 — (12)
$750 $366 $— $1,116
Reconciliations of Capital expenditures:
Machinery
(Millions of dollars) and Power Financial Consolidating Consolidated
Systems Products Adjustments Total
Three Months Ended June 30, 2011:
Total capital expenditures from reportable segments.........c.coceovvververerenene. $395 $339 $— $734
Items not included in segment capital expenditures:
All other operating Segments ............ccoceveveienenereenn 51 — — 51
COSE CENLETS......ciieiieririire et 25 — — 25
(74) — — (74)
10 22 (24) 8
$407 $361 $(24) $744
Three Months Ended June 30, 2010:
Total capital expenditures from reportable segments........cc.ccccovveevrrrrereenne. $240 $213 $— $453
Items not included in segment capital expenditures:
All other 0perating SEgMENTS .........cooivriiirereieie e 39 — — 39
COSE CENLETS.....eveiieiicie ettt e 14 — — 14
THMING ettt sttt e bt st nreen 3 — — 3
OENBE e 4) 11 (30) (23)
Total capital EXPENAITUIES .......cvrviieiieeieie et $292 $224 $(30) $486
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Reconciliations of Capital expenditures:

Machinery
(Millions of dollars) and Power Financial Consolidating Consolidated
Systems Products Adjustments Total
Six Months Ended June 30, 2011:
Total capital expenditures from reportable segments............ccocvveveveireienennn. $615 $519 $— $1,134
Items not included in segment capital expenditures:
All other operating SEgMENTS ..........cocereriririirererere e 89 — — 89
COSE CENEETS. ..t 41 — — 41
THMING cee ettt ettt bese et re e 240 — — 240
L ] 13T USRS (10) 55 (45) —
Total capital EXPENAITUIES .......cevviiiriiiiei s $975 $574 $(45) $1,504
Six Months Ended June 30, 2010:
Total capital expenditures from reportable segments............ccocevveveviccreienennn, $417 $387 $— $804
Items not included in segment capital expenditures:
All other operating SEgMENTS ..........cccererieiiiniererere e 55 — — 55
COSE CENTETS. ..ttt 24 — — 24
THMING ¢ttt b e b et e et 168 — — 168
L ] 13T SRS SP (4) 11 (34) (27)
Total capital EXPENAITUIES .......cvrveviieiiireeree et $660 $398 $(34) $1,024

Cat Financial Financing Activities

Credit quality of financing receivables and allowance for credit losses

Cat Financial adopted the accounting guidance on disclosures about the credit quality of financing receivables and the
allowance for credit losses as of December 31, 2010. See Note 2 for additional information. This guidance requires
information to be disclosed at disaggregated levels, defined as portfolio segments and classes.

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

o Customer - Finance receivables with the customer.

. Dealer - Finance receivables with Caterpillar dealers.

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

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

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

. Asia Pacific - Finance receivables originated in Australia, New Zealand, China, Japan, South Korea and Southeast
Asia, as well as large mining customers worldwide.

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

. Global Power Finance - Finance receivables related to marine vessels with Caterpillar engines worldwide and

Caterpillar electrical power generation, gas compression and co-generation systems and non-Caterpillar equipment
that is powered by these systems worldwide.

Impaired loans and finance leases

For all classes, a loan or finance lease is considered impaired, based on current information and events, if it is probable that
Cat Financial will be unable to collect all amounts due according to the contractual terms of the loan or finance lease. Loans
and finance leases reviewed for impairment include loans and finance leases that are past due, non-performing or in
bankruptcy. Recognition of income is suspended and the loan or finance lease is placed on non-accrual status when
management determines that collection of future income is not probable (generally after 120 days past due). Accrual is
resumed, and previously suspended income is recognized, when the loan or finance lease becomes contractually current
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and/or collection doubts are removed. Cash receipts on impaired loans or finance leases are recorded against the receivable

and then to any unrecognized income.

There were no impaired loans or finance leases as of June 30, 2011 and December 31, 2010, for the Dealer portfolio segment.
The average recorded investment for impaired loans and finance leases for the Dealer portfolio segment was $31 million and
$32 million, respectively, for the three and six months ended June 30, 2010, all of which was in the Europe finance

receivable class.

Individually impaired loans and finance leases for customers were as follows:

(Millions of dollars)

Impaired Loans and Finance
Leases With No Allowance
Recorded?
Customer

North America

Impaired Loans and Finance
Leases With An Allowance

Recorded
Customer
North America.........ccoovevvevnene

Total Impaired Loans and
Finance Leases
Customer

North America.........ccoevevverneae

! No related allowance for credit losses due to sufficient collateral value.

As of June 30, 2011

As of December 31, 2010

Unpaid Unpaid
Recorded Principal Related Recorded Principal Related
Investment Balance Allowance Investment Balance Allowance

$114 $110 $— $87 $87 $—
5 4 — 6 4 —

14 14 — 13 13

12 12 — 3 3
202 202 — 174 174 —
$347 $342 $— $283 $281 $—
$139 $136 $29 $191 $185 $44
50 45 14 62 57 15
9 8 3 27 27 7
47 47 11 44 43 9
123 123 26 34 33 4
$368 $359 $83 $358 $345 $79
$253 $246 $29 $278 $272 $44
55 49 14 68 61 15
23 22 3 40 40 7
59 59 11 47 46 9
325 325 26 208 207 4
$715 $701 $83 $641 $626 $79
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(Millions of dollars)

Impaired Loans and Finance Leases With
No Allowance Recorded®
Customer
NOrth AMEriCa ........ccovevvveeveeieecee e
Europe..........
Asia Pacific.........
Latin America...............
Global Power Finance..........ccccceevivevveeneenn,

Impaired Loans and Finance Leases With
An Allowance Recorded

Customer
NOrth AMEriCa ........ccoevvvvveviecieeceece e

Total Impaired Loans and Finance Leases
Customer
NOrth AMEriCa .....cccccvvvevveeciecieccee e
EUFOPE...oviie e
ASIa PaCIfiC....ccceviiiieeciiceecece e,

Three Months Ended June 30, 2011

Three Months Ended June 30, 2010

Average Recorded Interest Income

Average Recorded  Interest Income

Investment Recognized Investment Recognized

$104 $1 $24 $—
5 — 6 —

14 — 7

10 — 3
234 — 78 —
$367 $1 $118 $—
$161 $2 $327 $4
53 — 94 1
17 1 48 1
46 1 34 —
72 — 11 —
$349 $4 $514 $6
$265 $3 $351 $4
58 — 100 1
31 1 55 1
56 1 37 —
306 — 89 —
$716 $5 $632 $6

! No related allowance for credit losses due to sufficient collateral value.
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Six Months Ended June 30, 2011 Six Months Ended June 30, 2010

Average Recorded Interest Income Average Recorded  Interest Income
(Millions of dollars) Investment Recognized Investment Recognized
Impaired Loans and Finance Leases With
No Allowance Recorded®
Customer
NOth AMEriCa .....covevveveicreeceecieee e, $97 $2 $23 $—
Europe 6 — 7 —
ASIa PaCIfiC.....ccccoveiiiciiicece e 13 — 8
Latin AMErICA.....covivvevieeecre e 7 — 3
Global Power Finance... 215 1 54 —
TOtal oo $338 $3 $95 $—
Impaired Loans and Finance Leases With
An Allowance Recorded
Customer
North America $173 $4 $308 $7
Europe........cccoueee 57 1 94 2
Asia Pacific......... 20 1 44 2
Latin America 47 2 33 1
Global Power Finance... 63 — 14 —
TOtal oo $360 $8 $493 $12
Total Impaired Loans and Finance Leases
Customer
NOrth AMEriCa.....coccvevvvireececieeeceecee e, $270 $6 $331 $7
BEUFOPE...oviiie e 63 1 101 2
ASIa PaCIfiC.....ccoviiiieecicce e, 33 1 52 2
Latin AMErICa.....ccovecveriiieciie e 54 2 36 1
Global Power FIiNance.........ccccoevevvveeveeinnenns 278 1 68 —
TOtal oo $698 $11 $588 $12

1 No related allowance for credit losses due to sufficient collateral value.

Non-accrual and past due loans and finance leases

For all classes, Cat Financial considers a loan or finance lease past due if any portion of a contractual payment is due and
unpaid for more than 30 days. Recognition of income is suspended and the loan or finance lease is placed on non-accrual
status when management determines that collection of future income is not probable (generally after 120 days past due).
Accrual is resumed, and previously suspended income is recognized, when the loan or finance lease becomes contractually
current and/or collection doubts are removed.

As of June 30, 2011 and December 31, 2010, there were no loans or finance leases on non-accrual status for the Dealer
portfolio segment.

The investment in customer loans and finance leases on non-accrual status was as follows:

(Millions of dollars)

June 30, 2011 December 31, 2010

Customer

NOIh AMETICA ......viiiieiciecc e e $183 $217

BEUTOPE. .o 112 89

ASIA PACITIC....ciiiicicci e 25 31

(N 1 o SRRSO 134 139

Global POWEr FINANCE........ccve e 252 163
TOAL oo e $706 $639
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Past due loans and finance leases were as follows:

(Millions of dollars)

June 30, 2011

Total
Total Past Finance 91+ Still
31-60 61-90 91+ Due Current Receivables  Accruing
Customer
North America $93 $29 $181 $303 $5,325 $5,628 $20
Europe......cooeue.. 47 23 132 202 2,300 2,502 28
Asia Pacific......... 53 23 51 127 4,022 4,149 27
Latin America 37 15 120 172 2,463 2,635 —
Global Power Finance............. 49 30 88 167 2,856 3,023 24
Dealer
North America.......ccccceevveennee. — — — — 1,838 1,838 —
— — — — 67 67 —
— — — — 165 165 —
— — — — 428 428 —
0] -1 $279 $120 $572 $971 $19,464 $20,435 $99
(Millions of dollars)
December 31, 2010
Total
Total Past Finance 91+ Still
31-60 61-90 91+ Due Current Receivables  Accruing
Customer
North America .......ccocvevveeenn. $139 $44 $228 $411 $6,037 $6,448 $27
Europe 27 12 106 145 2,365 2,510 26
Asia Pacific 63 17 37 117 3,412 3,529 12
Latin America 44 16 144 204 2,222 2,426 1
Global Power Finance............. 18 17 54 89 2,978 3,067 25
Dealer
North America.......ccccooevveennnee. — — — — 1,291 1,291 —
EUrOpe...ccviiiiieee e — — — — 41 41 —
Asia PacifiC........ccccoovevvvenennne, — — — — 151 151 —
Latin America — — — — 457 457 —
Global Power Finance............. — — — — 3 3 —
Total oo $291 $106 $569 $966 $18,957 $19,923 $91
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Allowance for credit loss activity
In estimating the allowance for credit losses, we review loans and finance leases that are past due, non-performing or in
bankruptcy.

(Millions of dollars)
June 30, 2011

Allowance for Credit Losses: Customer Dealer Total
Balance at beginning of year..........ccccooevveiiiievcneicce e $357 $5 $362
Provision for credit 10SSES ......c.covvviveiiieiieie e 81 1 82
Receivables written off............ccocooiiiiii s 97) — 97)
Recoveries on receivables previously written off .................... 27 — 27
Adjustment due to sale of receivables........ 1) — Q)
Foreign currency translation adjustment 6 — 6
Balance at end of Period ...........ccovvevirerineiercenee e $373 $6 $379
Allowance for Credit Losses:
Individually evaluated for impairment $83 $— $83
Collectively evaluated for impairment 290 6 296
ENding BalanCe.........cccoviiiiiiiieicictse e $373 $6 $379
Recorded Investment in Finance Receivables:
Individually evaluated for impairment.............ccococevvvvennciennnnnn $715 $— $715
Collectively evaluated for impairment.............cccovveveieiveinsiesennn 17,222 2,498 19,720
ENding BalanCe.........covoiiiiiieieieese e $17,937 $2,498 $20,435

(Millions of dollars)
December 31, 2010

Allowance for Credit Losses: Total
Balance at beginning of Year..........ccccoveviiiiniiieneie e $376
Provision for credit 10SSES.........covvrverieieieii e 205
Receivables written off ..........ccococviiiiiiicinces (288)
Recoveries on receivables previously written off 51
Adjustment to adopt consolidation of variable-interest entities . 18
Balance at end of Year.........ccccevveiiiiiiiiccece e $362
Allowance for Credit Losses: Customer Dealer Total
Individually evaluated for impairment..........c.ccoceeveiviivienenierienan, $79 $— $79
Collectively evaluated for impairment...........c.ccocooeeniniiiincinene 278 5 283
ENding BalanCe.........ccoveueirieiieciiee e $357 $5 $362
Recorded Investment in Finance Receivables:
Individually evaluated for impairment $641 $— $641
Collectively evaluated for impairment 17,339 1,943 19,282
ENding BalanCe.........cccoviiiiiiiieicesc e $17,980 $1,943 $19,923

Credit quality of finance receivables

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

(Millions of dollars)

June 30, 2011 December 31, 2010
Customer Dealer Total Customer Dealer Total

Performing

North America.......c.ccccoevevviunnene. $5,445 $1,838 $7,283 $6,231 $1,291 $7,522

EUrOPE....ocvcrie i 2,390 67 2,457 2,421 41 2,462

Asia PacCifiC........cccovveiieiiiiinins 4,124 165 4,289 3,498 151 3,649

Latin AMerica.........ccecevvevvereennnne, 2,501 428 2,929 2,287 457 2,744

Global Power Finance................. 2,771 — 2,771 2,904 3 2,907
Total Performing .......cccccoevvennnae $17,231 $2,498 $19,729 $17,341 $1,943 $19,284
Non-Performing

North AMerica...........coeevvnnnne. $183 $— $183 $217 $— $217

EUrOpe...ceiiiiicee 112 — 112 89 — 89

Asia PacifiC........ccceevvviveieinnn, 25 — 25 31 — 31

Latin AMErica......cccccevvrveiverennn, 134 — 134 139 — 139

Global Power Finance................. 252 — 252 163 — 163
Total Non-Performing.................. $706 $— $706 $639 $— $639
Performing & Non-Performing

North America.......c.ccccoevevviuenene. $5,628 $1,838 $7,466 $6,448 $1,291 $7,739

BEUFOPE. ..o 2,502 67 2,569 2,510 41 2,551

Asia PacifiC.........cccovveieiiiiiininns 4,149 165 4,314 3,529 151 3,680

Latin AMerica.........ccecevvevvervennnne. 2,635 428 3,063 2,426 457 2,883

Global Power Finance................. 3,023 — 3,023 3,067 3 3,070
Total...ocooveieeieice e $17,937 $2,498 $20,435 $17,980 $1,943 $19,923

Securitized Retail Installment Sale Contracts and Finance Leases

Cat Financial periodically transfers certain finance receivables relating to retail installment sale contracts and finance leases
to 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 the creditors of Cat Financial. 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 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.

On April 25, 2011, Cat Financial exercised a clean-up call on their only outstanding asset-backed securitization transaction.
As a result, Cat Financial had no assets or liabilities related to a consolidated SPE as of June 30, 2011. The restricted assets
(Receivables-finance, Long-term receivables-finance, Prepaid expenses and other current assets, and Other assets) of the
consolidated SPEs totaled $136 million at December 31, 2010. The liabilities (Accrued expenses and Long-term debt due
within one year-Financial Products) of the consolidated SPEs totaled $73 million at December 31, 2010.
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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) and we consolidated its financial statements. 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.

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 (loss). 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 2011, the estimated redemption value decreased, resulting in
adjustments to the carrying value of the redeemable noncontrolling interest. Profit employed in the business increased by $8
million due to this adjustment. For the six months ended June 30, 2010, 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
$18 million due to this adjustment. As of June 30, 2011, 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 (loss). For the six months ended June 30, 2011, the carrying value had increased by $30 million due
to Cat Japan’s comprehensive income. This resulted in an offsetting adjustment of $30 million to decrease the carrying value
to the redemption value and a corresponding increase 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, 2011 and December 31, 2010 the redeemable
noncontrolling interest was $460 million and $461 million, respectively.

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

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

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

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

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.
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Assets and liabilities measured on a recurring basis at fair value, primarily related to Financial Products, included in our
Consolidated Statement of Financial Position as of June 30, 2011 and December 31, 2010 are summarized below:

(Millions of dollars) June 30, 2011
Total
Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury BoNdS .........cccevvereiiiiiineiieees e $10 $— $— $10
Other U.S. and non-U.S. government bonds ..........c.ccceeveennenne — 78 — 78
Corporate bonds
Corporate DONGS ..........eoveeiiiiiere e — 533 — 533
Asset-backed SECUMLIES .......cccevveiieiiiice e — 121 — 121
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities ............ — 279 — 279
Residential mortgage-backed securities — 35 — 35
Commercial mortgage-backed SECUNtIeS.........ccovevveiviiiericianns — 166 — 166
Equity securities
Large capitalization value.............cccocoveieiiinieniieneccee 146 — — 146
Smaller company growth..........ccocevereinininencee e 33 — — 33
Total available-for-sale SECUTItIES .........coccveeiviiiiiiee e 189 1,212 — 1,401
Derivative financial instruments, Net..........ocvcveveieeeciee e — 259 — 259
TOAl ASSEES ..ttt et $189 $1,471 $— $1,660
Liabilities
GUAIANTEES ...ttt e $— $— $7 $7
Total Liabilities.......cccovveiiiiiiciceece e $— $— $7 $7
(Millions of dollars) December 31, 2010
Total
Assets / Liabilities,
Level 1 Level 2 Level 3 at Fair Value
Assets
Available-for-sale securities
Government debt
U.S. treasury Bonds...........ccoeveerieeneseinsieiesses e $12 $— $— $12
Other U.S. and non-U.S. government bonds...........c.ccccovvevnnnne — 77 — 77
Corporate bonds
Corporate DONGS........coveviiiiieiiiee e — 511 — 511
Asset-backed SECUMTIES........ccvveieiiiicrcccc e — 136 — 136
Mortgage-backed debt securities
U.S. governmental agency mortgage-backed securities............. — 273 — 273
Residential mortgage-backed securities............cc.ccoceeueneee — 40 — 40
Commercial mortgage-backed securities — 168 — 168
Equity securities
Large capitalization Value...........c..ccccevvevieiiiiiieseseeicece e 122 — — 122
Smaller company growth .........cccevveieiiiieiiieec e 31 — — 31
Total available-for-sale SECUNItIES ..........ccoeeivciiiiiiie e 165 1,205 — 1,370
Derivative financial instruments, net — 267 — 267
TOLAl ASSEES....vieviiteiriire ettt ettt sbe e b e beereenbe e e e e $165 $1,472 $— $1,637
Liabilities
GUATANTEES ...ttt ettt ete ettt be st e et reebeebeste st eene e $— $— $10 $10
Total Liabilities $— $— $10 $10
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Below are roll-forwards of assets and liabilities measured at fair value using Level 3 inputs for the six months ended June 30,
2011 and 2010. These instruments were valued using pricing models that, in management’s judgment, reflect the
assumptions of a marketplace participant.

Securitized
Retained
(Millions of dollars) Interests Guarantees
Balance at DeCEMDET 31, 2010 .....couiiieiiiiei ettt ettt et et e e st e e st e s st e e sre e st e e sreeeeeesabeans $— $10
1SSUANCE OF QUANANTEES .......eteieieeieeeic ettt ettt sb e et et e bt s besae e e e e s e eneenesreeaen — 1
EXPIration Of QUAANTEES ........oiuiiiiiiiciie ittt st re et st bennen — (4)
Balance at JUNE 30, 2011 ....ooiiiiiei ettt ettt ettt e ettt e e st e e s sttt e e s bt e e s st e e e sabe e e e e bt e e e rb e e e sbreeearees $— $7
Balance at DECEMDET 31, 2009 ......ccveeieeeeieeee et et e eee et e et e st eeee st e seee st eeseeeereeseesereesaeesreerereenns $102 $17
Adjustment to adopt accounting for variable-interest entities...........ccocoeeriieiniiceneicreceen (102) —
ISSUANCE OF QUATANTEES ....vvieeveiieeiete ettt b ettt abe e — 4
EXPIration Of QUAANTEES .......ooviuiiiii ettt snesbesae — (4)
BalanCe at JUNE 30, 2000 «....eeeeeeeeeeeeeee e eeeeeeee e eeee et eseeeeeeseeseeseeeeeeeseeeesesessseessessseeesseeessesenessesnesees $— $17

In addition to the amounts above, Cat Financial had impaired loans of $213 million and $171 million as of June 30, 2011 and
December 31, 2010, 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 Power Systems 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.
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Please refer to the table below for the fair values of our financial instruments.

Fair Values of Financial Instruments

June 30, December 31,
2011 2010
Carrying Fair Carrying Fair
(Millions of dollars) Amount Value Amount Value Reference
Assets
Cash and short-term inVeStMents .........c.cccovvveevieeceeecee e $10,715 $10,715 $3,592 $3,592
Restricted cash and short-term investments ..........ccccceevveiiveennnne 11 11 91 91
Available-for-sale SECUNItIES.........coueeivcieeiiiieeeeee e 1,401 1,401 1,370 1,370 Note 8
Finance receivables—net (excluding finance Ieasesl) .................. 12,873 12,771 12,568 12,480
Wholesale inventory receivables—net (excluding
finance Ieasesl) ........................................................................ 1,237 1,177 1,062 1,017
Foreign currency CoNtraCtS—Net .........ccoovvveieniernereneiseessieens 55 55 63 63 Note 4
Interest rate SWapPS—NEL.......cccviiiiririiniesise e 195 195 187 187 Note 4
Commodity CONTaCtS—NEL .....ccvcviiiirieiieieice e 9 9 17 17 Note 4
Liabilities
Short-term DOrroWINGS ......ccoiviiiiiii e 4,368 4,368 4,056 4,056
Long-term debt (including amounts due within one year)
Machinery and POWer SyStems ..........cccceivrereneneieeeeseeeens 9,110 10,075 5,000 5,968
Financial ProduCES..........cceeivuiivieiieecie e 20,904 21,919 19,362 20,364
GUANANTEES ...eviee ittt ettt et e et e e et e e sbe e e e ebree e eareees 7 7 10 10 Note 10

! Total excluded items have a net carrying value at June 30, 2011 and December 31, 2010 of $7,644 million and $7,292 million,

respectively.

Business Combinations and Divestitures
Balfour Beatty’s Trackwork Business

In May 2011, we acquired 100 percent of the assets and certain liabilities of the United Kingdom trackwork business from
Balfour Beatty Rail Limited for approximately $60 million. The trackwork division specializes in the design and
manufacture of special trackwork and associated products for the United Kingdom and international rail markets. The
acquisition supports our strategic initiative to expand the scope and product range of our rail business.

The transaction was financed with available cash. Tangible assets acquired of $82 million, recorded at their fair values,
included receivables of $18 million, inventory of $12 million, and property, plant and equipment of $52 million. Liabilities
assumed of $22 million, recorded at their fair values, primarily were accounts payable of $10 million and accrued expenses of
$10 million. 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 “Power Systems” 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.

Carter Machinery

In March 2011, we sold 100 percent of the equity in Carter Machinery Company Inc. for $358 million. Carter Machinery is a
Caterpillar dealership headquartered in Salem, Virginia, and has operations and stores covering Virginia and nine counties in
southeast West Virginia. The current senior management of Carter Machinery, which led the buy-out of Carter Machinery
from Caterpillar, remained in place. A retired Caterpillar Vice President is CEO of Carter Machinery and the principal owner
going forward. Caterpillar had owned Carter Machinery since 1988. Carter Machinery was the only dealership in the United
States that was not independently owned. Continued Caterpillar ownership does not align with our comprehensive business
strategy.
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As part of the divestiture, Cat Financial provided $348 million of financing to the buyer. The loan is included in Receivables
— finance and Long-term receivables — finance in the Consolidated Statement of Financial Position. We recorded a pre-tax
gain of $18 million included in Other operating (income) expenses in the Consolidated Statement of Results of Operations.
The sale does not qualify as discontinued operations because Caterpillar expects significant continuing direct cash flows with
Carter Machinery after the divestiture. The sale of Carter will not have a material impact on our results of operation,
financial position or cash flow.

Subsequent Events

On July 8, 2011, we completed our acquisition of Bucyrus International, Inc. (Bucyrus). Bucyrus is a designer, manufacturer
and marketer of high productivity mining equipment for the surface and underground mining industries. The acquisition was
driven by our key strategic imperative to expand our leadership and support for customers in the mining industry. The total
purchase price was approximately $8.8 billion, consisting of $7.4 billion for the purchase of all outstanding shares of Bucyrus
common stock at $92 per share and $1.6 billion of assumed Bucyrus debt, substantially all of which was repaid subsequent to
closing, net of $0.2 billion of acquired cash.

We funded the acquisition using a mix of available cash, commercial paper borrowings and approximately $4.5 billion of
long-term debt issued in May 2011. On May 24, 2011, we issued $500 million of Floating Rate Senior Notes (Three-month
USD LIBOR plus 0.10%) due in 2012 and $750 million of Floating Rate Senior Notes (Three-month USD LIBOR plus
0.17%) due in 2013. The interest rates for the Floating Rate Senior Notes will be reset quarterly. We also issued $750
million of 1.375% Senior Notes due in 2014, $1.25 billion of 3.90% Senior Notes due in 2021, and $1.25 billion of 5.20%
Senior Notes due in 2041. The Notes are unsecured obligations of Caterpillar and rank equally with all other unsecured
indebtedness.

For the three and six months ended June 30, 2011, we recognized $204 million and $249 million, respectively, in costs
related to the acquisition of Bucyrus.

Due to the limited time since the date of the acquisition, the initial accounting for this business combination is incomplete as
of the date of this filing. As such, we are not able to make certain business combination disclosures at this time including
amounts to be recognized at the acquisition date for the major classes of assets acquired and liabilities assumed, including
pre-acquisition contingencies, goodwill and other intangibles.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

We reported second-quarter 2011 profit per share of $1.52, a 39-percent improvement from $1.09 in the second quarter of 2010.
Profit was $1.015 billion in the second quarter of 2011, an increase of 44 percent from $707 million in the second quarter of 2010.
Profit was $1.72 per share, excluding $204 million of expense related to the acquisition of Bucyrus, a 58-percent improvement from
$1.09 in the second quarter of 2010. Sales and revenues of $14.230 billion were up 37 percent from $10.409 billion a year ago.

Profit per share for the six months ended June 30, 2011 was $3.36 per share, an increase of $1.90 per share from a profit of $1.46 per
share for the six months ended June 30, 2010. Profit of $2.240 billion was 138 percent higher than profit of $940 million for the six
months ended June 30, 2010. Excluding $249 million of expense related to the acquisition of Bucyrus, second-quarter 2011 profit per
share was $3.60, a 147-percent improvement from $1.46 per share for the six months ended June 30, 2010. Sales and revenues for the
six months ended June 30, 2011 were $27.179 billion, up $8.532 billion, or 46 percent, from the six months ended June 30, 2010.

Customer demand around the world continues to improve, and our sales and revenues in the second quarter were the highest of any
previous quarter.

Highlights for the second quarter of 2011 include:

= Second-quarter sales and revenues of $14.230 billion were up 37 percent from the second quarter of 2010. The improvement is a
result of continued economic growth and improvement from the low levels of machine demand in the second quarter of 2010.

= On the 37-percent increase in sales and revenues, operating profit increased 64 percent.

= Profit per share was $1.52 in the second quarter of 2011, or $1.72 per share excluding Bucyrus acquisition costs.

= Machinery and Power Systems operating cash flow was $4.111 billion in the first half of 2011, compared with $2.525 billion in
the first half of 2010.

= Machinery and Power Systems debt-to-capital ratio was 42.6 percent at the end of the second quarter of 2011, compared with
34.8 percent at year-end 2010. The increase was the result of debt issued to complete the acquisition of Bucyrus.

Notes:

- Glossary of terms is included on pages 59-61; first occurrence of terms shown in bold italics.
- Information on non-GAAP financial measures is included on page 71.
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Consolidated Results of Operations

THREE MONTHS ENDED JUNE 30, 2011 COMPARED WITH THREE MONTHS ENDED JUNE 30, 2010

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison

Second Quarter 2011 vs. Second Quarter 2010
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between the second quarter of 2010 (at left) and the second quarter of
2011 (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. The bar entitled Sales Volume
includes the sales impact of divestitures. Caterpillar management utilizes these charts internally to visually communicate with the company’s Board of Directors and
employees.

Total sales and revenues were $14.230 billion in the second quarter of 2011, an increase of $3.821 billion, or 37 percent, from the
second quarter of 2010.

The improvement was largely a result of $2.985 billion higher sales volume. While sales for new equipment and after-market parts
improved, the most significant increase was for new equipment. Price realization improved $134 million, and currency impacts
added $351 million. EMD, which was acquired in the third quarter of 2010, added $342 million in sales. Financial Products revenues
improved slightly.

The improvement in sales volume occurred across the world in all geographic regions and in nearly all segments. The volume
increase was primarily the result of higher deliveries to end users. Dealer inventory levels were up about $300 million during the
quarter, while they were about flat during the second quarter of 2010.

The improvement in sales volume was partially offset by the impact of the Japan disaster as sporadic disruptions at many of our
facilities and suppliers around the world negatively impacted sales by about $200 million.

Growth in the global economy increased both demand for commodities and commodity prices and was positive for mining in all
regions of the world.

Construction activity continued to grow in the developing countries. In developed countries, despite a continued weak level of
construction activity, sales increased as a result of customers upgrading machine fleets and replacing some older equipment and
dealers refreshing some equipment in their rental fleets.

Power Systems sales increased as a result of worldwide economic growth, strong demand for electric power, energy prices at levels

that encourage continued investment and increased demand from industrial engine customers that manufacture agricultural and
construction equipment.

47



CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison
Second Quarter 2011 vs. Second Quarter 2010
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between the second quarter of 2010 (at left) and the second quarter of
2011 (at right). Items favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar, while items negatively
impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management utilizes these charts
internally to visually communicate with the company’s Board of Directors and employees. The bar entitled Other includes the operating profit impact of divestitures,
consolidating adjustments and Machinery and Power Systems other operating (income) expenses.

Operating profit for the second quarter of 2011 was $1.601 billion compared with $977 million for the second quarter of 2010. The
improvement was primarily the result of higher sales volume and better price realization. The improvements were partially offset by
higher manufacturing costs and selling, general and administrative (SG&A) and research and development (R&D) expenses. The
Japan disaster negatively impacted operating profit by nearly $60 million, primarily due to factory and supply chain disruptions.

Manufacturing costs were up $364 million, primarily due to higher period costs related to increased production volume, wage and
benefit cost increases and higher incentive compensation. Freight costs were higher and material costs increased, primarily due to
higher steel costs. Continued improvements in variable labor efficiencies partially offset these factors.

SG&A and R&D expenses increased by $239 million, primarily due to higher costs to support product programs, higher volume, wage
and benefit inflation and higher incentive compensation.

Currency had a $102 million unfavorable impact on operating profit as the benefit from $351 million on sales was more than offset by
a negative $453 million impact on costs. The unfavorable impact was primarily due to the Japanese yen.

Financial Products’ operating profit improved by $64 million.

Operating profit was negatively impacted by $31 million of Bucyrus acquisition costs, while the acquisition of EMD added $13
million to operating profit.

Short-term incentive compensation of $305 million in the second quarter of 2011 was $95 million higher than the $210 million from
the second quarter of 2010.

The amount of incremental operating profit we earn on incremental sales and revenues is an important performance metric. Sales and
revenues increased $3.821 billion from the second quarter of 2010 to the second quarter of 2011, and operating profit increased $624
million. The resulting incremental operating profit rate is over 16 percent. Excluding the acquisition of EMD and acquisition costs
related to Bucyrus, incremental margin was over 18 percent. Excluding the acquisition of EMD, acquisition costs related to Bucyrus
and currency impacts, incremental margin was nearly 24 percent.
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Other Profit/Loss Items

= Interest expense excluding Financial Products increased $9 million from the second quarter of 2010 due to debt issued to
complete the acquisition of Bucyrus.

= Other income/expense was expense of $161 million compared with income of $50 million in the second quarter of 2010.
The unfavorable change was primarily a result of losses on interest rate swaps put in place in anticipation of issuing debt for
the acquisition of Bucyrus and costs for the bridge financing facility related to the Bucyrus acquisition. Net currency
exchange gains and losses also had a negative impact.

= The provision for income taxes reflects an estimated annual effective tax rate of 29 percent for second quarter 2011 and 2010,
excluding the discrete items discussed below. The 2011 estimated tax rate of 29 percent is higher than the comparable full-year
2010 rate of 25 percent primarily due to an expected change in our geographic mix of profits from a tax perspective.

The provision for income taxes in the second quarter of 2011 includes a net benefit of $72 million due to planned repatriation of
non-U.S. earnings with available foreign tax credits in excess of the U.S. tax liability on the dividend offset by an increase in
reserves for prior year unrecognized tax benefits. In the second quarter of 2010, a $65 million benefit was recorded related to
refund claims for prior tax years, a release of a valuation allowance, and a decrease in the 2010 estimated annual tax rate.

=  Equity in profit/loss of unconsolidated affiliated companies negatively impacted profit by $6 million compared to the
second quarter of 2010. The change was primarily related to NC? Global LLC, our joint venture with Navistar.

= Profit/loss attributable to noncontrolling interests improved profit by $19 million from the second quarter of 2010. This
change was due to lower Caterpillar Japan Ltd. (Cat Japan) profit, partially driven by the impact of the earthquake and
tsunami. We own two-thirds of Cat Japan, and one-third of its profits or losses are attributable to our partner, Mitsubishi
Heavy Industries, Ltd.
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Segment Information

Sales and Revenues by Geographic Region

% North % Latin % % Asia/ %
(Millions of dollars) Total Change America Change America Change EAME Change Pacific Change
Second Quarter 2011
Construction
Industries® ........c.coorvene.. $4,941 46% $1,385 46% $755 41% $1,334 64% $1,467 34%
Resource Industries® ... 3,206 53% 1,026 46% 626 21% 703 89% 851 70%
Power Systems3 ............. 4,918 32% 1,976 24% 647 46% 1,329 36% 966 34%
All Other Segments * ..... 475 (10)% 206 B31)% 25 (24)% 160 12% 84 56%
Corporate Items and
Eliminations................... (5 ®) — — —
Machinery & Power
Systems Sales................. 13,535 39% 4,588 30% 2,053 35% 3,526 53% 3,368 42%
Financial Products
Segment ......ccovveeiennenenn 764 3% 432 (5)% 90 22% 111 4% 131 20%
Corporate Items and
Eliminations.................... (69) (49) (6) (6) (8
Financial
Products Revenues ....... 695 1% 383 (5% 84 18% 105 (2)% 123 16%
Consolidated Sales
and Revenues ................ $14,230 37% $4,971 26% $2,137 34% $3,631 51% $3,491 41%
Second Quarter 2010
Construction
INdUStries” ... $3,391 $947 $534 $813 $1,097
Resource Industries® ... 2,095 705 516 372 502
Power Systems3 ............. 3,736 1,596 444 975 721
All Other Segments * ..... 529 299 33 143 54
Corporate Items and
Eliminations.................... (28) (10 (8 ®) (5)
Machinery & Power
Systems Sales................. 9,723 3,637 1,519 2,298 2,369
Financial Products
Segment .....ccoovereiennneenn 744 454 74 107 109
Corporate Items and
Eliminations.................... (58) (52) 3 — (€)]
Financial
Products Revenues ....... 686 402 71 107 106
Consolidated Sales
and Revenues ................ $10,409 $3,939 $1,590 $2,405 $2,475

B wWwMN

Does not include inter-segment sales of $124 million and $142 million for the three months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $284 million and $192 million for the three months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $541 million and $388 million for the three months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $839 million and $691 million for the three months ended June 30, 2011 and 2010, respectively.
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Sales and Revenues by Segment

Second Second

Quarter Sales Price Quarter $ %
(Millions of dollars) 2010 Volume Realization Currency Acquisitions Other 2011 Change Change
Construction
INAUSLTIES ...ocvvvicicne $3,391 $1,342 $24 $184 $— $— $4,941 $1,550 46%
Resource Industries ........ 2,095 992 70 49 — — 3,206 1,111 53%
Power Systems ............... 3,736 697 42 101 342 — 4,918 1,182 32%
All Other Segments ....... 529 (78) 7 17 — — 475 (54) (10)%
Corporate Items and
Eliminations................... (28) 32 9 — — — (5) 23
Machinery & Power
Systems Sales............... 9,723 2,985 134 351 342 — 13,535 3,812 39%
Financial Products
SegMeNt ......cccevveveerrerans 744 — — — — 20 764 20 3%
Corporate Items and
Eliminations.................... (58) — — — — (11) (69) (11)
Financial
Products Revenues ....... 686 — — — — 9 695 9 1%
Consolidated Sales
and Revenues ................ $10,409 $2,985 $134 $351 $342 $9 $14,230 $3,821 37%
Operating Profit by Segment

Second Quarter Second Quarter %

(Millions of dollars) 2011 2010 $ Change Change
Construction INAUSLHES..........ccceurerierieiriiceieeesieen: $482 $218 $264 121%
Resource INAUSEIES .......ccccovrrireeiniinirece e 796 418 378 90%
POWEF SYSIEMS ...t 736 594 142 24%
All Other SEgMENTS ..o 122 195 (73) 3%
Corporate Items and Eliminations...............c....cccoo...... (623) (486) (137)
Machinery & Power Systems ..........ccccovevvvneennnnn 1,513 939 574 61%
Financial Products SEgmMEeNt ...........cc.eevevvrvveveevnreerininns 172 110 62 56%
Corporate Items and Eliminations... (16) (18) 2
Financial Products ..................... 156 92 64 70%
Consolidating Adjustments ... . (68) (54) (14)
Consolidated Operating Profit.........ccccccceoennninne $1,601 $977 $624 64%

Construction Industries

Construction Industries’ sales were $4.941 billion in the second quarter of 2011, an increase of $1.550 billion, or 46 percent, from the
second quarter of 2010. The improvement in sales was a result of significantly higher sales volume in all geographic regions and
across all major products. The disaster in Japan negatively impacted sales by $200 million and operating profit by nearly $60 million.
In addition to volume, sales were higher as a result of currency impacts from a weaker U.S. dollar.

Continuing economic growth in most developing countries resulted in higher sales overall, and new machine sales were above or near
record levels across much of the developing world. While demand for product was strong, the supply of many excavator models,
which are key products for construction across the world, is limited by our capacity.

In most developed countries, sales increased significantly despite relatively weak construction activity. The improvement in sales was
largely driven by the need for customers to upgrade machine fleets and replace older equipment and dealers refreshing some



equipment in their rental fleets. Despite the increase from a year ago, sales of new machines to customers in developed countries
remain weak and below previous peak levels. The size of rental fleets increased slightly from post-recession lows, but the average age
remained near the historical high.

Construction Industries’ profit was $482 million in the second quarter of 2011 compared with $218 million in the second quarter of
2010. The increase in profit was primarily due to higher sales volume, which included the impact of an unfavorable mix of products.
The benefit from higher sales was partially offset by increased manufacturing costs, primarily due to higher period costs related to
higher production volume and several capacity expansion programs around the world, and higher R&D expense.

Resource Industries

Resource Industries’ sales were $3.206 billion in the second quarter of 2011, an increase of $1.111 billion, or 53 percent, from the
second quarter of 2010. The sales growth was driven primarily by higher sales volume with price realization and currency having a
relatively small impact.

Growth in the global economy increased demand for commaodities and commodity prices. Metals prices were up nearly 30 percent,
and most thermal coal prices increased more than 20 percent. As a result, worldwide mining production continued at a high level.
Mining customers are increasing their investment, which is driving significant demand for our large mining products and higher parts
sales.

Resource Industries’ profit was $796 million in the second quarter of 2011 compared with $418 million in the second quarter of 2010.
The profit improvement was primarily due to higher sales volume and improved price realization. This improvement was partially
offset by higher manufacturing costs, increased R&D expense and Bucyrus acquisition costs.

Power Systems

Power Systems’ sales were $4.918 billion in the second quarter of 2011, an increase of $1.182 billion, or 32 percent, from the second
quarter of 2010. Sales were up in all geographic regions from the low levels of the second quarter of 2010. Most of the improvement
was a result of higher sales volume and the acquisition of EMD. Sales for electric power, industrial and petroleum applications all
improved, while sales of marine engines were about flat.

Electric power has continued to improve as a result of worldwide economic growth. Sales of industrial engines to customers that
manufacture agricultural and construction equipment have improved significantly. Strong demand for energy at price levels that
encourage continued investment have resulted in higher demand for engines for petroleum applications.

Power Systems’ profit was $736 million in the second quarter of 2011 compared with $594 million in the second quarter of 2010. The
improvement was primarily due to higher sales volume, which includes the impact of an unfavorable mix of products, and improved
price realization. The improvements were partially offset by higher period manufacturing costs, increased freight costs and higher
warranty and R&D expense.

The acquisition of EMD added sales of $342 million and profit of $18 million.

Financial Products Segment

Financial Products’ revenues were $764 million, an increase of $20 million, or 3 percent, from the second quarter of 2010. The
increase was primarily due to the impact from higher average earning assets and from returned or repossessed equipment, partially
offset by an unfavorable impact from lower interest rates on new and existing finance receivables and a decrease in Cat Insurance
revenues.

Financial Products’ profit was $172 million in the second quarter of 2011, compared with $110 million in the second quarter of 2010.
The increase was primarily due to a $21 million favorable impact from higher net yield on average earning assets, a $20 million
decrease in provision expense at Cat Financial and an $11 million favorable change from returned or repossessed equipment. These
increases were partially offset by an increase in SG&A expenses (excluding provision expense at Cat Financial).

At the end of the second quarter of 2011, past dues at Cat Financial were 3.73 percent, a decrease from 3.94 percent at the end of the
first quarter of 2011, 3.87 percent at the end of 2010 and 5.33 percent at the end of the second quarter of 2010. The decrease in past
dues reflects the continued improvement in the global economy. Write-offs, net of recoveries, were $29 million for the second quarter
of 2011, down from $52 million in the second quarter of 2010, and were the lowest since the third quarter of 2008.

As of June 30, 2011, Cat Financial's allowance for credit losses totaled $382 million or 1.52 percent of net finance receivables,
compared with $363 million or 1.57 percent of net finance receivables at year-end 2010. The allowance for credit losses as of June
30, 2010, was $383 million, which was 1.70 percent of net finance receivables.
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Corporate Items and Eliminations

Expense for corporate items and eliminations was $639 million in the second quarter of 2011, an increase of $135 million from the
second quarter of 2010. Corporate items and eliminations include corporate-level expenses, timing differences as some expenses are
reported in segment results on a cash basis, retirement benefit costs other than service cost and inter-segment eliminations.

The change was primarily due to higher corporate-level expenses and increased retirement benefit costs not allocated to segments.

SIX MONTHS ENDED JUNE 30, 2011 COMPARED WITH SIX MONTHS ENDED JUNE 30, 2010

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison

June YTD 2011 vs. June YTD 2010
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The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between six months ended June 30, 2010 (at left) and between six
months ended June 30, 2011 (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. The bar entitled
Sales Volume includes the sales impact of divestitures. Caterpillar management utilizes these charts internally to visually communicate with the company’s Board of
Directors and employees.

Total sales and revenues were $27.179 billion for the six months ended June 30, 2011, an increase of $8.532 billion, or 46 percent,
from the six months ended June 30, 2010.

The improvement was largely a result of $7.058 billion higher sales volume. While sales for new equipment and after-market parts
improved, the most significant increase was for new equipment. Price realization improved $429 million, and currency impacts added
$445 million. EMD, which was acquired in the third quarter of 2010, added $606 million in sales. Financial Products revenues
declined slightly.

The improvement in sales volume occurred across the world in all geographic regions and in all segments. The volume increase was
primarily the result of higher deliveries to end users. Dealer new machine inventory levels were up over $1 billion during the first half
of 2011, while they were about flat during the first half of 2010.

The improvement in sales volume was partially offset by the impact of the Japan disaster as sporadic disruptions at many of our
facilities and suppliers around the world negatively impacted sales by about $200 million.

Growth in the global economy increased both demand for commodities and commodity prices and was positive for mining in all
regions of the world.

Construction activity continued to grow in the developing countries. In developed countries, despite a continued weak level of
construction activity, sales increased as a result of customers upgrading machine fleets and replacing some older equipment and
dealers refreshing some equipment in their rental fleets.

Power Systems sales increased as a result of worldwide economic growth, energy prices at levels that encourage continued
investment, strong demand for electric power and increased demand from industrial engine customers that manufacture agricultural
and construction equipment.
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CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison
June YTD 2011 vs. June YTD 2010
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The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between the six months ended June 30, 2010 (at left) and the six months
ended June 30, 2011 (at right). Items favorably impacting operating profit appear as upward stair steps with the corresponding dollar amounts above each bar, while
items negatively impacting operating profit appear as downward stair steps with dollar amounts reflected in parentheses above each bar. Caterpillar management
utilizes these charts internally to visually communicate with the company’s Board of Directors and employees. The bar entitled Other includes the operating profit
impact of divestitures, consolidating adjustments and Machinery and Power Systems other operating (income) expenses.

Operating profit for the six months ended June 30, of 2011 was $3.434 billion compared with $1.485 billion for the six months ended
June 30, 2010. The improvement was primarily the result of higher sales volume and better price realization. The improvements were
partially offset by higher manufacturing costs and selling, general and administrative (SG&A) and research and development (R&D)
expenses. The Japan disaster negatively impacted operating profit by nearly $60 million, primarily due to factory and supply chain
disruptions.

Manufacturing costs were up $583 million, primarily due to higher period costs related to increased production volume, higher
incentive compensation and wage and benefit cost increases. Freight costs were higher and material costs increased, primarily due to
higher steel costs. Continued improvements in variable labor efficiencies partially offset these factors.

SG&A and R&D expenses increased by $454 million, primarily due to higher costs to support product programs, higher incentive
compensation, higher volume and wage and benefit inflation.

Currency had a $126 million unfavorable impact on operating profit as the benefit from $445 million on sales was more than offset by
a negative $571 million impact on costs. The unfavorable impact was primarily due to the Japanese yen.

Financial Products’ operating profit improved by $93 million.

Operating profit was negatively impacted by $35 million of Bucyrus acquisition costs, while the acquisition of EMD added $19
million to operating profit.

Short-term incentive compensation was $525 million for the first half of 2011 compared to $305 million in the first half of 2010.

The amount of incremental operating profit we earn on incremental sales and revenues is an important performance metric. Sales and
revenues increased $8.532 billion from the first half of 2010 to the first half of 2011, and operating profit increased $1.949 billion. The
resulting incremental operating profit rate is nearly 23 percent. Excluding the acquisition of EMD and acquisition costs related to
Bucyrus, incremental margin was nearly 25 percent. Excluding the acquisition of EMD, acquisition costs related to Bucyrus and
currency impacts incremental margin was 28 percent.
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Other Profit/Loss Items

= Interest expense excluding Financial Products decreased $6 million from the six months ended June 30, 2010. Lower line
of credit fees resulting from a reduction of global credit facilities and the impact from debt retired during the first quarter of
2011 were partially offset by interest on debt issued in May to complete the acquisition of Bucyrus.

= Other income/expense was expense of $144 million compared with income of $113 million in the six months ended June
30, 2010. The unfavorable change was primarily a result of losses on interest rate swaps put in place in anticipation of
issuing debt for the acquisition of Bucyrus and costs for the bridge financing facility related to the Bucyrus acquisition. Net
currency exchange gains and losses also had a negative impact.

= The provision for income taxes reflects an estimated annual effective tax rate of 29 percent for the first six months of 2011
and 2010, excluding the discrete items discussed below. The 2011 estimated tax rate of 29 percent is higher than the
comparable full-year 2010 rate of 25 percent primarily due to an expected change in our geographic mix of profits from a tax
perspective.

The provision for income taxes for 2011 also includes a net benefit of $72 million due to planned repatriation of non-U.S.
earnings with available foreign tax credits in excess of the U.S. tax liability on the dividend offset by an increase in prior
year unrecognized tax benefits. The 2010 provision for income taxes included a net charge of $30 million due to the
enactment of U.S. healthcare legislation, effectively making government subsidies received for Medicare equivalent
prescription drug coverage taxable, offset by refund claims for prior tax years and a release of a valuation allowance.

= Equity in profit/loss of unconsolidated affiliated companies negatively impacted profit by $12 million compared to the
first half of 2010. The change is primarily related to NC? Global LLC, our joint venture with Navistar.

= Profit/loss attributable to noncontrolling interests improved profit by $4 million from the six months ended June 30,
2010.
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Segment Information

Sales and Revenues by Geographic Region

% North % Latin % % Asia/ %
(Millions of dollars) Total Change America Change America Change EAME Change Pacific Change
Six_ months ended
June 30, 2011
Construction
Industries® ............. $9,412 57% $2,693 65% $1,456 59% $2,442 84% $2,821 32%
Resource Industries® ..... 5,974 66% 1,951 66% 1,215 55% 1,286 92% 1,522 56%
Power Systems3 ............. 9,367 40% 3,955 40% 1,107 56% 2,523 37% 1,782 36%
All Other Segments 4o 1,064 4% 547 (5)% 57 2% 290 6% 170 40%
Corporate Items and
Eliminations.................... (5) ©)] — — —
Machinery & Power
Systems Sales................ 25,812 49% 9,141 48% 3,835 56% 6,541 60% 6,295 39%
Financial Products
Segment .......ccereiininene 1,494 1% 861 (5)% 169 13% 218 2)% 246 18%
Corporate Items and
Eliminations.................... (127) (96) (10) (8 (13)
Financial
Products Revenues....... 1,367 —% 765 (5)% 159 10% 210 (5)% 233 15%
Consolidated Sales
and Revenues ............... $27,179 46% $9,906 42% $3,994 54% $6,751 56% $6,528 38%
Six_ months ended
June 30, 2010
Construction
Industries®........c.ccovuenn. $6,003 $1,628 $916 $1,325 $2,134
Resource Industries 3,598 1,174 782 669 973
Power Systems® ............. 6,677 2,817 710 1,838 1,312
All Other Segments * ..... 1,023 573 56 273 121
Corporate Items and
Eliminations.................... (27) (10) (8 5) 4
Machinery & Power
Systems Sales................. 17,274 6,182 2,456 4,100 4,536
Financial Products
Segment ......ccereuiininenn 1,483 903 149 222 209
Corporate Items and
Eliminations.................... (110 (99) ®) — (6)
Financial
Products Revenues ....... 1,373 804 144 222 203
Consolidated Sales
and Revenues ................ $18,647 $6,986 $2,600 $4,322 $4,739

SO

Does not include inter-segment sales of $271 million and $302 million for the six months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $558 million and $346 million for the six months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $1.095 billion and $644 million for the six months ended June 30, 2011 and 2010, respectively.
Does not include inter-segment sales of $1.635 billion and $1.298 billion for the six months ended June 30, 2011 and 2010, respectively.
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Sales and Revenues by Segment

Six months Six months

ended June Sales Price ended June $ %
(Millions of dollars) 30, 2010 Volume Realization Currency Acquisitions Other 30, 2011 Change Change
Construction
INAUSEIES w.vovvvveevrciie $6,003 $3,012 $144 $253 $— $— $9,412 $3,409 57%
Resource Industries ........ 3,598 2,177 139 60 — — 5,974 2,376 66%
Power Systems ............... 6,677 1,875 98 111 606 — 9,367 2,690 40%
All Other Segments ....... 1,023 12 8 21 — — 1,064 41 4%
Corporate Items and
Eliminations.................... (27) (18) 40 — — — (5) 22
Machinery & Power
Systems Sales.............. 17,274 7,058 429 445 606 — 25,812 8,538 49%
Financial Products
SegMeNt ......c.oeververeinn, 1,483 — — — — 11 1,494 11 1%
Corporate Items and
Eliminations.................... (110 — — — — 17 (127) 1n
Financial
Products Revenues ....... 1,373 — — — — (6) 1,367 (6) —%
Consolidated Sales
and Revenues ................ $18,647 $7,058 $429 $445 $606 $(6) $27,179 $8,532 46%
Operating Profit by Segment

Six months ended Six months ended %

(Millions of dollars) June 30, 2011 June 30, 2010 $ Change Change
Construction INAUSEFIES..........cccrurerrrieirieeeienereeen: $1,026 $250 $776 310%
Resource INAUSEIES ......c.ccoovreieiinriccce e 1,592 645 947 147%
POWEN SYSEEMS ... 1,436 886 550 62%
All Other Segments................... . 367 380 (13) (3)%
Corporate Items and Eliminations..............cc....cccoe...e.. (1,147) (764) (383)
Machinery & Power SyStems ..........ccooc...ccoowrvrven. 3,274 1,397 1,877 134%
Financial Products SEgment..........c.cccccveeverveverieevennes 308 216 92 43%
Corporate Items and Eliminations..............c.o..cooevveeenn (26) (27) 1
Financial Products .........cc.ccceeveceeisveeveeiesesieeians 282 189 93 49%
Consolidating Adjustments ..........ccccovvrenicieinnnnnes (122) (101) (21)
Consolidated Operating Profit..........c.ccococcevvninnne. $3,434 $1,485 $1,949 131%

Construction Industries

Construction Industries’ sales were $9.412 billion for the first six months ended June 30, 2011, an increase of $3.409 billion, or 57
percent, from the six months ended June 30, 2010. The improvement in sales was a result of significantly higher sales volume in all
geographic regions and across all major products. In addition to volume, sales were higher as a result of currency impacts from a
weaker U.S. dollar. The disaster in Japan negatively impacted sales by about $200 million and operating profit by nearly $60 million.

Continuing economic growth in most developing countries resulted in higher sales overall, and new machine sales were above or near
record levels across much of the developing world. While demand for product was strong, the supply of many excavator models,
which are key products for construction across the world, is limited by our capacity.

In most developed countries, sales increased significantly despite relatively weak construction activity. The improvement in sales was
largely driven by the need for customers to upgrade machine fleets and replace older equipment and dealers refreshing some



equipment in their rental fleets. Despite the increase from a year ago, sales of new machines to customers in developed countries
remain weak and below previous peak levels. The size of rental fleets increased slightly from post-recession lows, but the average age
remained near the historical high.

Construction Industries’ profit was $1.026 billion in the first half of 2011 compared with $250 million in the first half of 2010. The
increase in profit was primarily due to higher sales volume, which included the impact of an unfavorable mix of products, and better
price realization. The benefit from higher sales was partially offset by increased manufacturing costs, primarily due to higher period
costs related to higher production volume and several capacity expansion programs around the world. SG&A expenses were about
flat despite the large increase in volume.

Resource Industries

Resource Industries’ sales were $5.974 billion for the six months ended June 30, 2011, an increase of $2.376 billion, or 66 percent,
from the six months ended June 30, 2010. The sales growth was driven primarily by higher sales volume with price realization and
currency having a relatively small impact.

Growth in the global economy increased demand for commodities and commodity prices. Metals prices averaged 30 percent higher
and most thermal coal prices were up more than 30 percent. As a result, worldwide mining production continued at a high level.
Mining customers are increasing their investment, which is driving significant demand for our large mining products and higher parts
sales.

Resource Industries’ profit was $1.592 billion in the first half of 2011 compared with $645 million in the first half of 2010. The profit
improvement was primarily due to higher sales volume and improved price realization. This improvement was partially offset by
higher period manufacturing and material costs, increased SG&A and R&D expense and Bucyrus acquisition costs.

Power Systems

Power Systems’ sales were $9.367 billion for the six months ended June 30, 2011, an increase of $2.690 billion, or 40 percent,
compared to the six months ended June 30, 2010. Sales were up in all geographic regions from the low levels of 2010. Most of the
improvement was a result of higher sales volume and the acquisition of EMD. Sales for petroleum, electric power, and industrial
applications all improved, while sales of large marine engines were down.

Worldwide demand for energy and higher prices are encouraging customers to invest, and we are seeing stronger demand for engines
and turbines for petroleum applications. Electric power has continued to improve as a result of worldwide economic growth. Sales of
industrial engines to customers that manufacture agricultural and construction equipment have improved significantly.

Power Systems’ profit was $1.436 billion in the first half of 2011 compared with $886 million in the first half of 2010. The
improvement was primarily due to higher sales volume, which includes the impact of an unfavorable mix of products, and improved
price realization. The improvements were partially offset by higher period manufacturing costs, increased freight costs and higher
R&D expense.

The acquisition of EMD added sales of $606 million and profit of $27 million.

Financial Products Segment

Financial Products’ revenues were $1.494 billion for the six months ended June 30, 2011, an increase of $11 million, or 1 percent,
from the six months ended June 30, 2010. The increase was primarily due to a favorable change from returned or repossessed
equipment, higher miscellaneous net revenues and a favorable impact from higher average earning assets, partially offset by an
unfavorable impact from lower interest rates on new and existing finance receivables and a decrease in Cat Insurance revenues.

Financial Products’ profit of $308 million in the first half of 2011 was up $92 million from the first half of 2010. The increase was
primarily due to a $32 million favorable impact from higher net yield on average earning assets, a $30 million favorable change from
returned or repossessed equipment, a $24 million favorable impact from miscellaneous net revenue items and a $19 million decrease
in provision expense at Cat Financial. These increases were partially offset by a $25 million increase in SG&A expenses (excluding
provision expense at Cat Financial).

Corporate Items and Eliminations

Expense for corporate items and eliminations was $1.173 billion, an increase of $382 million from the six months ended June 30,
2010. Corporate items and eliminations include corporate-level expenses, timing differences as some expenses are reported in
segment results on a cash basis, retirement benefit costs other than service cost and inter-segment eliminations.

The change was primarily due to an increase in the provision for warranty due to higher sales volume, increased retirement benefit
costs not allocated to segments and higher corporate-level expenses.
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Bucyrus International, Inc.

On July 8, 2011, we completed our acquisition of Bucyrus International, Inc. (Bucyrus). Bucyrus is a designer, manufacturer and
marketer of high productivity mining equipment for the surface and underground mining industries. The acquisition was driven by
our key strategic imperative to expand our leadership and support for customers in the mining industry. The total purchase price was
approximately $8.8 billion, consisting of $7.4 billion for the purchase of all outstanding shares of Bucyrus common stock at $92 per
share and $1.6 billion of assumed Bucyrus debt, substantially all of which was repaid subsequent to closing, net of $0.2 billion of
acquired cash. We funded the acquisition using a mix of available cash, commercial paper borrowings and approximately $4.5 billion
of long-term debt issued in May 2011.

Due to the limited time since the date of the acquisition, the initial accounting for this business combination is incomplete as of the
date of this filing. As such, we are not able to make certain business combination disclosures at this time including amounts to be
recognized at the acquisition date for the major classes of assets acquired and liabilities assumed, including pre-acquisition
contingencies, goodwill and other intangibles.

For the three and six months ended June 30, 2011, we recognized $204 million and $249 million, respectively, in costs related to the
acquisition of Bucyrus. Of the total, the most significant item was the loss on interest rate swap contracts. In addition, we had costs
for a bridge financing facility, advisory and legal costs and interest expense on newly issued debt.

2011
(Millions of dollars) Second Quarter First Half
SG&A
ACQUISITION-TEIALEA COSES ......ooovvoeooeeeees s $31 $35
TOtAl OPEIALING COSES ..o 31 35
Interest expense excluding Financial PrOAUCES ... 11 11
Other expense items
Loss on interest rate swaps 124 149
Bridge FINANCING. ... 38 54
OFNEE BXPENSE ... ss e 162 203
Total AcqUISItioN COSES IMPACL............coooorvvverceeeeseeseeeeeeseseesesesse s $204 $249

GLOSSARY OF TERMS

1. All Other Segments — Primarily includes activities such as: the remanufacturing of Cat engines and components and
remanufacturing services for other companies as well as the product management, development, manufacturing, marketing and
product support of undercarriage, specialty products, hardened bar stock components and ground engaging tools primarily for
Caterpillar products; logistics services for Caterpillar and other companies; the product management, development, marketing,
sales and product support of on-highway vocational trucks for North America (U.S. & Canada only); the 50/50 joint venture with
Navistar (NC? which develops, manufactures and distributes on-highway trucks outside North America and India; and
distribution services responsible for dealer development and administration, dealer portfolio management and ensuring the most
efficient and effective distribution of machines, engines and parts.

2. Bucyrus Acquisition Costs — These costs relate to losses on interest rate swaps put in place in anticipation of issuing debt for the
acquisition, costs for a bridge financing facility, advisory and legal costs and interest expense on new debt.

3. 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
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10.

11.

12.

13.

14.

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.

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

Construction Industries — A segment responsible for small and core construction machines. Responsibility includes business
strategy, product design, product management and development, manufacturing, marketing, and sales and product support. The
product portfolio includes backhoe loaders, small wheel loaders, small track-type tractors, skid steer loaders, multi-terrain loaders,
mini excavators, compact wheel loaders, select work tools, small, medium and large track excavators, wheel excavators, medium
wheel loaders, medium track-type tractors, track-type loaders, motor graders and pipe layers. In addition, Construction Industries
has responsibility for Power Systems and components in Japan and an integrated manufacturing cost center that supports
Machinery and Power Systems businesses.

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 Power Systems 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 Power Systems debt (short-term borrowings plus long-term debt) and redeemable
noncontrolling interest to the sum of Machinery and Power Systems debt, redeemable noncontrolling interest and stockholders'

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

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

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

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

Machinery and Power Systems (M&PS) — Represents the aggregate total of Construction Industries, Resource Industries,
Power Systems, and All Other segments and related corporate items and eliminations.

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

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.
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15. Power Systems — A segment responsible for the product management, development, manufacturing, marketing, sales and product
support of reciprocating engine powered generator sets, integrated systems used in the electric power generation industry,
reciprocating engines and integrated systems and solutions for the marine and petroleum industries; reciprocating engines
supplied to the industrial industry as well as Caterpillar machinery; the product management, development, manufacturing,
marketing, sales and product support of turbines and turbine-related services; the development, manufacturing, remanufacturing,
maintenance, leasing and service of diesel-electric locomotives and components and other rail-related products and services.

16. 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.

17. Resource Industries — A segment responsible for business strategy, product design, product management and development,
manufacturing, marketing and sales and product support for large track-type tractors, large mining trucks, underground mining
equipment, tunnel boring equipment, large wheel loaders, quarry and construction trucks, articulated trucks, wheel tractor
scrapers, wheel dozers, compactors, select work tools, forestry products, paving products, machinery components and electronics
and control systems. In addition, Resource Industries manages areas that provide services to other parts of the company,
including integrated manufacturing, research and development and coordination of the Caterpillar Production System. Bucyrus
will become a part of Resource Industries, and Bucyrus acquisition costs impacting operating profit are included in this segment.

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

LIQUIDITY AND CAPITAL RESOURCES

Sources of funds

We generate significant capital resources from operating activities, which are the primary source of funding for our Machinery and
Power Systems 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 second quarter of 2011, we experienced favorable liquidity conditions in both our Machinery and
Power Systems and Financial Products operations. On a consolidated basis, we ended the second quarter of 2011 with $10.7 billion of
cash, an increase of $7.1 billion from year-end 2010. At June 30, 2011, we were holding more cash than needed for normal operations
in preparation for funding the acquisition of Bucyrus. Our cash balances are held in numerous locations throughout the world. We
expect to meet our U.S. funding needs without repatriating non-U.S. cash and incurring incremental U.S. taxes.

Consolidated operating cash flow for the first half of 2011 was $3.29 billion, up from $1.91 billion for the same period a year
ago. Operating cash flow in the first half of 2011 benefited from profit of consolidated and affiliated companies of $2.27 billion and
higher accounts payable, resulting primarily from higher material purchases. Partially offsetting these items were higher inventories,
primarily related to higher production in anticipation of strong sales volumes during the remainder of 2011, as well as the payment of
short-term incentive compensation to employees during the first quarter of 2011. 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 a production ramp-up to meet increasing demand. This was offset by an increase in inventory, also
related to production ramp-up, and higher receivables. See further discussion of operating cash flow under Machinery and Power
Systems and Financial Products.

Total debt as of June 30, 2011, was $34.38 billion, an increase of $5.96 billion from year-end 2010. Debt related to Machinery and
Power Systems increased $4.21 billion in the first half of 2011 due to the issuance of $4.50 billion of debt to fund the Bucyrus
acquisition, which closed on July 8, 2011. On May 24, 2011, we issued $500 million of Floating Rate Senior Notes (Three-month
USD LIBOR plus 0.10%) due in 2012 and $750 million of Floating Rate Senior Notes (Three-month USD LIBOR plus 0.17%) due in
2013. The interest rates for the Floating Rate Senior Notes will be reset quarterly. We also issued $750 million of 1.375% Senior
Notes due in 2014, $1.25 billion of 3.90% Senior Notes due in 2021, and $1.25 billion of 5.20% Senior Notes due in 2041. The Notes
are unsecured obligations of Caterpillar and rank equally with all other unsecured indebtedness.

Debt related to Financial Products increased $1.75 billion reflecting increasing portfolio balances at Cat Financial.

61



We have three global credit facilities with a syndicate of banks totaling $7.23 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, 2011 was $5.73 billion.

. The 364-day facility of $3.52 billion expires in September 2011.
. The five-year facility of $1.62 billion expires in September 2012.
. The four-year facility of $2.09 billion expires in September 2014.

At June 30, 2011, Caterpillar’s consolidated net worth was $17.94 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 (l0ss).

At June 30, 2011, Cat Financial’s covenant interest coverage ratio was 1.49 to 1. This is above the 1.15 to 1 minimum ratio calculated
as (1) profit excluding income taxes, interest expense and net gain/(loss) from interest rate derivatives to (2) interest expense
calculated at the end of each calendar quarter for the rolling four quarter period then most recently ended.

In addition, at June 30, 2011, Cat Financial’s covenant leverage ratio was 7.41 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, 2011, there were no borrowings under
the Credit Facility.

Our total credit commitments as of June 30, 2011 were:

June 30, 2011

Machinery
and Power Financial
(Millions of dollars) Consolidated Systems Products
Credit lines available:
Global credit faCilitieS.......cccovveeevieieecie et $7,230 $1,500 $5,730
Other XIEINAL ........cviieiiiiiee e 4,759 743 4,016
Total credit liNes available .........c.veeevveii e 11,989 2,243 9,746
Less: Global credit facilities supporting commercial paper .........c.cccceeveueeee. (2,902) — (2,902)
Less: UtIliZEd Credit.......civvuiirieiiieiieesicee e (2,374) (16) (2,358)
AVAIADIE CTEUIE......oeceee e, $6,713 $2,227 $4,486

Other consolidated credit lines with banks as of June 30, 2011 totaled $4.76 billion. These committed and uncommitted credit lines,
which may be eligible for renewal at various future dates or have no specified expiration date, are used primarily by our subsidiaries
for local funding requirements. Caterpillar or Cat Financial may guarantee subsidiary borrowings under these lines.

In 2010, we entered into a bridge facility commitment letter related to the planned acquisition of Bucyrus. The commitment letter
provided for an aggregate principal amount of $8.6 billion under a one-year unsecured term loan credit facility (Bridge Facility). Also
in 2010, we entered into a Bridge Loan Agreement that contains the negotiated terms and conditions originally contemplated in the
commitment letter. As of June 30, 2011, the principal amount available under the Bridge Facility was $4.1 billion, which reflects a
reduction of $4.5 billion due to the May 2011 debt issuance. The principal amount available to Caterpillar under the Bridge Loan
Agreement at June 30, 2011 is not included in the credit commitments table shown above. The Bridge Loan Agreement was
terminated on July 8, 2011, to coincide with the closing date of the Bucyrus acquisition. During the first half of 2011 we paid $6
million in customary fees and expenses, compared with total payments of $46 million in 2010. In July 2011, $12 million in additional
fees were paid and expenses were settled on the date of the closing.

62



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 continued
growth in the global economy, in the event conditions deteriorate such that access to debt markets becomes unavailable, our
Machinery and Power Systems 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 of Cat Financial and potential
borrowings from Caterpillar. In addition, we maintain a support agreement with Cat Financial, which requires Caterpillar to remain
the sole owner of Cat Financial and may, under certain circumstances, require Caterpillar to make payments to Cat Financial should
Cat Financial fail to maintain certain financial ratios.

Machinery and Power Systems

Net cash provided by operating activities was $4.11 billion in the first half of 2011 compared with $2.53 billion in the first half of
2010. The change was primarily due to favorable changes in receivables and increased profit, partially offset by more significant
increases in inventories and short-term incentive compensation payments in 2011. Profit of consolidated and affiliated companies in
the first half of 2011 was $2.26 billion compared with $964 million for the same period a year ago. During the first half of 2011,
receivables declined primarily due to increased sales of receivables to Cat Financial to provide cash to fund the Bucyrus acquisition.
In addition, accounts payable increased, primarily reflecting higher material purchases for continued increases in production. During
the first half of 2010, we experienced sharply 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. Net cash used for investing
activities in the first half of 2011 was $94 million compared with net cash used for investing activities of $1.32 billion for the same
period in 2010. The change was primarily due to loan repayments from Cat Financial, proceeds from the divestiture of Carter
Machinery and higher capital expenditures in the first half of 2011, compared with net loans to Cat Financial in the first half of 2010.
Net cash provided by financing activities in the first half of 2011 was $3.60 billion, primarily a result of long-term debt issued in May
2011 to fund the Bucyrus acquisition, partially offset by payments on long-term debt and dividend payments. During the same period
in 2010, net cash used for financing activities was $1.51 billion, primarily driven by payments on long-term debt and dividend
payments.

Our priorities for the use of cash are maintaining a strong financial position that helps maintain 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 Power Systems’ financial strength used by both management
and our credit rating agencies is Machinery and Power Systems’ 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 Power Systems was 42.6 percent
at June 30, 2011, within our target range of 35 to 45 percent, compared with 34.8 percent at December 31, 2010. Higher debt
levels due to the $4.5 billion long-term debt issuance in May 2011, partially offset by profit during the first half of 2011,
contributed to the increase in the debt-to-capital ratio.

Capital to support growth — Capital expenditures during the first half of 2011 were $975 million, an increase of $315
million compared with the first half of 2010. We expect capital expenditures to be about $3 billion in 2011, up from $1.66
billion in 2010. At June 30, 2011, we were holding more cash than needed for normal operations in anticipation of funding
the Bucyrus acquisition. On July 8, 2011, we completed the acquisition of Bucyrus for approximately $8.8 billion. The
Bucyrus transaction value consists of a payment to Bucyrus shareholders of $7.4 billion and the assumption of debt of $1.6
billion, net of $0.2 billion of acquired cash. The Bucyrus acquisition was funded with available cash, including the proceeds
from the $4.5 billion May 2011 long-term debt issuance. In 2011, we anticipate closing the acquisition of MWM for
approximately euro 580 million. The acquisition of MWM is expected to be funded by available cash.

Appropriately funded employee benefit plans — We contributed $235 million to our pension plans in the first half of 2011.
We currently anticipate full-year 2011 contributions of approximately $1 billion, most of which are voluntary contributions.

Paying dividends — Dividends paid totaled $565 million in the first half of 2011, representing 44 cents per share paid in both
the first and second quarters. Each quarter, our Board of Directors reviews the company’s dividend for the applicable
quarter. The Board evaluates the financial condition of the company and considers the economic outlook, corporate cash
flow, the company’s liquidity needs, and the health and stability of global credit markets to determine whether to maintain or
change the quarterly dividend. On June 8, 2011, we increased the quarterly cash dividend 4.5 percent to 46 cents per share
payable on August 20, 2011, to stockholders of record at the close of business on July 20, 2011.
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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. The stock repurchase program has
been suspended since the first quarter of 2009. We do not currently expect to buy back stock in 2011 due to the size of the
Bucyrus acquisition completed on July 8, 2011, the MWM acquisition and planned capital expenditures. Common shares
outstanding as of June 30, 2011 were approximately 646 million.

Financial Products

Financial Products operating cash flow was $563 million through the first half of 2011, compared with $370 million for the same
period a year ago. Net cash used for investing activities through the first half of 2011 was $1.51 billion, compared to $354 million
source of cash for the same period in 2010. This change is primarily the result of higher additions to finance receivables at Cat
Financial, partially offset by higher collections. The increased activity is primarily due to higher purchases of trade receivables from
Caterpillar and subsequent collections of those receivables. Net cash provided by financing activities was $366 million through the
first half of 2011, compared to a $1.57 billion use of cash for the same period in 2010, primarily related to higher funding
requirements and lower dividends paid to Caterpillar, partially offset by the net impact of intercompany borrowings.

Cat Financial continued to experience favorable liquidity conditions and market access across all key global funding markets during
the second quarter of 2011. Commercial Paper (CP) market liquidity and pricing continued to be very favorable, with $2.9 billion in
CP balances outstanding at quarter-end supported by a $5.73 billion revolving credit facility. During the second quarter of 2011, Cat
Financial issued term debt in four global markets, including $966 million in the U.S., €690 million in euro, $850 million in Mexican
pesos and A$130 million in Australian dollar. To maintain a strong liquidity position, Cat Financial held cash balances at the end of
the second quarter of 2011 totaling $1.2 billion. In addition, in July 2011, Cat Financial issued RMB 2.3 billion in medium-term notes
in Hong Kong to fund their financing operations in China.

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.

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. Additionally, if the carrying amount of a reporting unit is zero or negative, the
second step of the goodwill impairment test is also required if an analysis of qualitative factors indicates it more likely than not that a
goodwill impairment exists. 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.
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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
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:

o 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.
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. 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 in 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.

o 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 vyield curve, calculated using a wide
population of corporate Aa bonds available on the measurement date. The very highest and lowest yielding bonds
(top and bottom 10 percent) are excluded from the analysis. A similar approach is used to determine the assumed
discount rate for our most significant non-U.S. plans. This rate is sensitive to changes in interest rates. A decrease in
the discount rate would increase our obligation and future expense.

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

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

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 $791 million and $779 million as of June 30, 2011
and December 31, 2010 respectively. The reserve represents discounts that we expect to pay on previously sold units and is reviewed

66



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 consider 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
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.

GLOBAL WORKFORCE

Caterpillar worldwide full-time employment was 108,175 at the end of the second quarter of 2011 compared with 97,487 at the end of
the second quarter of 2010, an increase of 10,688 full-time employees. In addition, we increased the flexible workforce by 8,122 for a
total increase in the global workforce of 18,810.
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We increased our workforce primarily to support higher sales volume across all geographic regions. In addition, acquisitions,
primarily EMD, added 3,079 people, while the sale of Carter Machinery in the first quarter of 2011 reduced the workforce by 1,157
people.

We closed the acquisition of Bucyrus after the end of the second quarter, and, as a result, the approximately 10,000 additional
employees are not included in the global workforce summary above.

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. The aggregate range of reasonably possible losses in excess of accrued
liabilities, if any, associated with these unresolved legal actions is not material. In some cases, we cannot reasonably estimate a range
of loss because there is insufficient information regarding the matter. However, there is no more than a remote chance that any
liability arising from these matters would be material. Although it is not possible to predict with certainty the outcome of these
unresolved legal actions, we believe that these actions will not individually or in the aggregate have a material adverse effect on our
consolidated results of operations, financial position or liquidity.

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. 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. On July
28, 2011, EPA and the U.S. Department of Justice filed and lodged a civil complaint and consent decree with the U.S. District Court
for the District of Columbia regarding the matter. Caterpillar has agreed to the terms of the consent decree, which require payment of
a civil penalty of $2.55 million, retirement of a small number of emissions credits and expanded defect-related reporting. If approved
by the U.S. District Court after expiration of the mandatory public comment period, the consent decree will resolve this matter. Under
the terms of the consent decree, and subject to a settlement agreement, $510,000 of the stipulated $2.55 million penalty will be paid to
the California Air Resources Board relating to engines covered by the consent decree that were placed into service in California.

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. Caterpillar settled this matter with the State of Illinois in 2010, resolving all
allegations in the Complaint. This settlement does not have a material adverse impact on our consolidated results of operations,
financial position, or liquidity. 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 alleged 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.
Caterpillar settled this matter with the EPA on July 12, 2011, resolving all allegations in the notice. This settlement does not have a
material adverse impact on our consolidated results of operations, financial position or liquidity.
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In May 2010, an incident at Caterpillar’s Gosselies, Belgium facility resulted in the release of wastewater into the Perupont River. In
coordination with local authorities, appropriate remediation measures have been taken. In January 2011, Caterpillar learned that the
public prosecutor for the Belgian administrative district of Charleroi had referred the matter to an examining magistrate of the civil
court of Charleroi for further investigation. Caterpillar is cooperating with the Belgian authorities on this investigation. At this time,
it is unlikely that penalties will be assessed, and any penalties are unlikely to exceed $100,000. Management does not believe this
matter will have a material adverse impact on our consolidated results of operations, financial position or liquidity.

Retirement Benefits

We recognized pension expense of $168 million and $327 million for the three and six months ended June 30, 2011, as compared to
$154 million and $310 million for the three and six months ended June 30, 2010. Increased amortization of net actuarial losses due to
lower discount rates at the end of 2010 and significant asset losses in 2008, was partially offset by a decrease in service cost due to
changes in our U.S. pension plans (discussed below). 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, 2011, total actuarial losses, recognized in Accumulated other comprehensive income (loss), related to
pensions were $5.81 billion. The majority of the actuarial losses are due to lower discount rates, losses from other demographic and
economic assumptions over the past several years and plan asset losses.

Other postretirement benefit expense was $80 million and $160 million for the three and six months ended June 30, 2011, as
compared to $50 million and $99 million for the three and six months ended June 30, 2010. The increase in expense was primarily the
result of increased amortization of net actuarial losses due to lower discount rates at the end of 2010 and changes in our health care
trend assumption, partially offset by gains from lower than expected health care costs. Actuarial losses, recognized in Accumulated
other comprehensive income (loss), for other postretirement benefit plans were $1.14 billion at June 30, 2011. These losses mainly
reflect changes in our health care trend assumption and several years of declining discount rates, 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 2010, the average remaining service period of active employees was 11 years for our U.S. pension plans, 15 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 2011 as compared to 2010, primarily due to asset losses in 2008 and a decrease in the
discount rate during 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. The Medicare Part D retiree drug subsidies
effectively become taxable beginning in 2013.

In August 2010, we announced changes in our U.S. support and management pension plans. On January 1, 2011, retirement benefits
for U.S. support and management employees began transitioning from defined benefit pension plans to defined contribution plans.
The transition date was determined for each employee based upon age and years of service or proximity to retirement. Pension benefit
accruals were frozen for certain employees on December 31, 2010, and will freeze for remaining employees on December 31, 2019.
As of these dates, employees will move to the new retirement benefit that will provide a frozen pension benefit and a 401(k) plan that
will include a matching contribution and a new annual employer contribution. The plan change required a re-measurement as of
August 31, 2010, which resulted in an increase in our Liability for postemployment benefits of $1.32 billion and a decrease in
Accumulated other comprehensive income (loss) of $831 million net of tax. The increase in the liability was due to a decline in the
discount rate and lower than expected asset returns at the re-measurement date. Curtailment expense of $28 million was also
recognized for the three and nine months ended September 30, 2010 as a result of the plan change.

We expect our total defined benefit expense to increase approximately $100 million in 2011 as compared to 2010. This increase in
expense is primarily due to increased amortization of net actuarial losses due to lower discount rates at the end of 2010, significant
asset losses in 2008 and changes in our health care trend assumption. These increases are partially offset by a decrease in pension
service cost and $28 million of curtailment expense recognized in 2010 due to the changes in our U.S. pension plans.
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We made $104 million and $235 million of contributions to our U.S. and non-U.S. pension plans during the three and six months
ended June 30, 2011, respectively. We currently anticipate full-year 2011 contributions of approximately $1 billion, most of which are
voluntary contributions. 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.

Order Backlog

The dollar amount of backlog believed to be firm was approximately $21.9 billion at June 30, 2011 and $18.7 billion at December 31,
2010. Of the total backlog, approximately $3.9 billion at June 30, 2011 and $2.8 billion at December 31, 2010 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.
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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.

Bucyrus-Related Profit-Per-Share Impacts

We incurred Bucyrus acquisition costs of $204 million, or $0.20 per share, and $249 million or $0.24 per share for the three and six
months ended June 30, 2011, respectively. These costs were related to losses on interest rate swaps put in place in anticipation of
issuing debt for the acquisition, costs for a bridge financing facility, advisory and legal costs and interest expense on new debt. We
believe it is important to separately quantify the profit per share impact in order for our 2011 actual results to be meaningful to our
readers. Reconciliation of profit per share excluding Bucyrus impacts to the most directly comparable GAAP measure, profit per
share, is as follows:

Second Quarter First Half
2011 2011
PIOFIt PEF SNAIE ...ttt enae et een $1.52 $3.36
Profit per share BUCYrus acquiSition COSES............cceevivirerenieerecrerereerenisenns 0.20 0.24
$1.72 $3.60

Profit per share excluding Bucyrus acquisition COStS ...........cccceververieisieirenn

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 Power Systems — The Machinery and Power Systems data contained in the schedules on pages 72 to 79 are “non-
GAARP financial measures” as defined by the Securities and Exchange Commission in Item 10(e) of Regulation S-K. This non-GAAP
financial measure has no standardized meaning prescribed by U.S. GAAP, and therefore, is unlikely to be comparable with the
calculation of similar measures for other companies. Management does not intend this item to be considered in isolation or as a
substitute for the related GAAP measure. Caterpillar defines Machinery and Power Systems 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 Power Systems
information relates to the design, manufacture and marketing of our products. Financial Products information relates to the financing
to customers and dealers for the purchase and lease of Caterpillar and other equipment. The nature of these businesses is different
especially with regard to the financial position and cash flow items. Caterpillar management utilizes this presentation internally to
highlight these differences. We also believe this presentation will assist readers in understanding our business.

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

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

Pages 72 to 79 reconcile Machinery and Power Systems 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, 2011
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments

Sales and revenues:

Sales of Machinery and Power Systems...........ccccccveeivenens $13,535 $13,535 $— $—

Revenues of Financial Products ...........cccccoevvvvivvivnneennenn, 695 — 777 (82)?

Total sales and rEVENUES.........cccvcvereieerieie e e sre e seeneas 14,230 13,535 777 (82)
Operating costs:

Cost 0f g00dS SOId ........ecvvieireeeece e 10,303 10,303 — —

Selling, general and administrative expenses............c....... 1,257 1,121 141 (5)°

Research and development eXpenses.........cccocvverreneceen. 584 584 — —

Interest expense of Financial Products.............c.ccceevvenee. 209 — 209 —

Other operating (iNCOME) EXPENSES .........cc.vveevereereeeeeneens 276 14 271 (9)°

Total OPerating CoSES .......coceiviereiiieieere e 12,629 12,022 621 (14)
Operating pProfit (10SS) ......cccccvveiiiieiiciescse e 1,601 1,513 156 (68)

Interest expense excluding Financial Products.................. 90 101 — @1y’

Other iNCOME (EXPENSE).........vveveevereeereerersressseesesseesenees (161) (235) 17 57°
Consolidated profit (loss) before taxes.........ccccevvevvevveveeiiennns 1,350 1,177 173 —

Provision (benefit) for income taxes .........ccceceveveneiennne 318 273 45 —

Profit (loss) of consolidated companies ............cccccecevenee 1,032 904 128 —

Equity in profit (loss) of unconsolidated affiliated

COMPANIES...vveuvereereie e te e e e be et re s re e e e srees (10) (10) — —

Equity in profit of Financial Products’ subsidiaries.......... — 123 — (123)°
Profit (loss) of consolidated and affiliated companies........... 1,022 1,017 128 (123)
Less: Profit (loss) attributable to noncontrolling interests ......... 7 2 5 —
PPOFIt (I0SS) 7 ..ot es sttt $1,015 $1,015 $123 $(123)

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

Elimination of Financial Products’ revenues earned from Machinery and Power Systems.

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

Elimination of interest expense recorded between Financial Products and Machinery and Power Systems.

Elimination of discount recorded by Machinery and Power Systems on receivables sold to Financial Products and of interest earned
between Machinery and Power Systems 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 Three Months Ended June 30, 2010
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments

Sales and revenues:

Sales of Machinery and Power Systems...........cccccccevevranen, $9,723 $9,723 $— $—

Revenues of Financial Products ...........cccccoevvvvivvivnneennenn, 686 — 753 (67)?

Total sales and rEVENUES.........cccvcvereieerieie e e sre e seeneas 10,409 9,723 753 (67)
Operating costs:

Cost 0f g00dS SOl ........ccoveirieiie e 7,372 7,372 — —

Selling, general and administrative expenses.................... 1,059 918 145 (4)?

Research and development eXpenses.........cccocvverreneceen. 450 450 — —

Interest expense of Financial Products.............c.ccceevvenee. 234 — 234 —*

Other operating (iNCOME) EXPENSES .........cc.vveevereereeeeeneens 317 44 282 (9)°

Total 0Perating CoSES .......cccevvviririireereee s 9,432 8,784 661 (13)
Operating Profit (I0SS) .......cccvvriiriniiriesee e 977 939 92 (54)

Interest expense excluding Financial Products.................. 81 102 — (21)*

Other iNCOME (EXPENSE)..........ovurveererreerrresesesessnsnsnsenees 50 — 17 33°
Consolidated profit (loss) before taxes.........ccccevvevvevveveeiiennns 946 837 109 —

Provision (benefit) for income taxes .........ccceceveveneiennne 209 193 16 —

Profit (loss) of consolidated companies ............cccccecevenee 737 644 93 —

Equity in profit (loss) of unconsolidated affiliated

COMPANIES....vevvevieerierisieeeresie ettt e st 4) 4 — —

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 —
PFOFIt (10SS) 7 vooveoeeeveeeeeee e $707 $707 $90 $(90)

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

Elimination of Financial Products’ revenues earned from Machinery and Power Systems.

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

Elimination of interest expense recorded between Financial Products and Machinery and Power Systems.

Elimination of discount recorded by Machinery and Power Systems on receivables sold to Financial Products and of interest earned
between Machinery and Power Systems 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, 2011
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments

Sales and revenues:

Sales of Machinery and Power Systems...........ccccccveeivenens $25,812 $25,812 $— $—

Revenues of Financial Products ...........cccceevevverercncnennnns 1,367 — 1,517 (150)°

Total sales and rEVENUES.........cccvcvereieerieie e e sre e seeneas 27,179 25,812 1,517 (150)
Operating costs:

Cost 0f g00dS SOId ........ecvvieireeeece e 19,360 19,360 — —

Selling, general and administrative expenses............c....... 2,356 2,070 293 (7)°

Research and development eXpenses..........ccoovevererereneens 1,109 1,109 — —

Interest expense of Financial Products............c.c.ccovveene. 412 — 413 *

Other operating (iNCOME) EXPENSES .........cc.vveevereereeeeeneens 508 (1) 529 (20)°

Total Operating COSES ......ocvvvrviireiieiereee e 23,745 22,538 1,235 (28)
Operating Profit (I0SS) .......cccvvriiriniiriesee e 3,434 3,274 282 (122)

Interest expense excluding Financial Products.................. 177 198 — (21)*

Other iNCOME (EXPENSE).........eveveererreereereersreesesseesesseesenees (144) (274) 29 101°
Consolidated profit (loss) before taxes.........ccccevvevvevveveeiiennns 3,113 2,802 311 —

Provision (benefit) for income taxes .........ccceceveveneiennne 830 747 83 —

Profit (loss) of consolidated companies ............ccccceeevenene 2,283 2,055 228 —

Equity in profit (loss) of unconsolidated affiliated

COMPANIES...vveuvereereie e te e e e be et re s re e e e srees (18) (18) — —

Equity in profit of Financial Products’ subsidiaries.......... — 220 — (220)°
Profit (loss) of consolidated and affiliated companies........... 2,265 2,257 228 (220)
Less: Profit (loss) attributable to noncontrolling interests ......... 25 17 8 —
PPOFIt (I0SS) 7 ..ot es sttt $2,240 $2,240 $220 $(220)

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

Elimination of Financial Products’ revenues earned from Machinery and Power Systems.

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

Elimination of interest expense recorded between Financial Products and Machinery and Power Systems.

Elimination of discount recorded by Machinery and Power Systems on receivables sold to Financial Products and of interest earned
between Machinery and Power Systems 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
and Power Financial Consolidating
Consolidated Systems® Products Adjustments
Sales and revenues:
Sales of Machinery and Power Systems...........ccccccveeivenens $17,274 $17,274 $— $—
Revenues of Financial Products ...........cccceevevverercncnennnns 1,373 — 1,499 (126)°
Total sales and rEVENUES.........cccvcvereieerieie e e sre e seeneas 18,647 17,274 1,499 (126)
Operating costs:
Cost 0f g00dS SOId ........ecvvieireeeece e 13,266 13,266 — —
Selling, general and administrative expenses............c....... 1,991 1,716 289 (14)
Research and development eXpenses.........cccocvverreneceen. 852 852 — —
Interest expense of Financial Products............c.c.ccovveene. 467 — 468 *
Other operating (iNCOME) EXPENSES .........cc.vveevereereeeeeneens 586 43 553 (10)°
Total OPerating CoSES .......coceiviereiiieieere e 17,162 15,877 1,310 (25)
Operating Profit (I0SS) .......cccvvriiriniiriesee e 1,485 1,397 189 (101)
Interest expense excluding Financial Products.................. 183 224 — (41)*
Other iNCOME (EXPENSE).........eveveererreereereersreesesseesesseesenees 113 23 30 60°
Consolidated profit (loss) before taxes.........ccccevvevvevveveeiiennns 1,415 1,196 219 —
Provision (benefit) for income taxes .........ccceceveveneiennne 440 395 45 —
Profit (loss) of consolidated companies ...........cccccceeveeee 975 801 174 —
Equity in profit (loss) of unconsolidated affiliated
COMPANIES....vevvevieerierisieeeresie ettt e st (6) (6) — —
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 (I0SS) 7 ..ot es sttt $940 $940 $169 $(169)
! 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 Power Systems.
® Elimination of net expenses recorded by Machinery and Power Systems paid to Financial Products.
*  Elimination of interest expense recorded between Financial Products and Machinery and Power Systems.
5

between Machinery and Power Systems and Financial Products.

Profit (loss) attributable to common stockholders.

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

Elimination of discount recorded by Machinery and Power Systems on receivables sold to Financial Products and of interest earned
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Caterpillar Inc.
Supplemental Data for Financial Position
At June 30, 2011

(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments
Assets
Current assets:
Cash and short-term INVESIMENTS ........c.cciuiiniieicieeir e $10,715 $9,456 $1,259 $—
ReCeivables — trade aNd ONEN..............rveeureeereeresreeesseeeeseeess st sss s 8,916 4,527 412 397722
RECEIVADIES — FINANCE ......cvicviiciiecec bbb 8,117 — 12,221 (4,104)°
Deferred and refundable income taxes.... . 979 944 35 —
Prepaid expenses and Other CUrTent @SSELS ..........covrrereririnirisiee s 669 279 402 12)*
INVENTOTIES ...ttt bbbt bbbt bbb sn bbb 11,359 11,359 — —
TOTAl CUMTENT ASSELS.... .ttt bbbttt 40,755 26,565 14,329 (139)
Property, plant and eqUIPMENT — NET ........ccccoviirieeeiiire e 12,430 9,553 2,877 —
Long-term receivables — trade and other . . 1,023 218 233 57223
Long-term receivables — fiNANCE. ..o 11,941 — 12,543 (602)°
Investments in unconsolidated affiliated COMPANIES ........ccccervrvrireeeieriree e, 123 123 — —
Investments in Financial Products subsidiaries . — 4,471 — (4,471)°
Noncurrent deferred and refundable INCOME taXES........cccevirirrireiiiiriceee e, 2,387 2,682 103 (398)°
INTANGIDIE ASSELS ...veviviiiciceciei st 775 766 9 —
Goodwill . 2,610 2,593 17 —
OLNEE ASSBES. .. .euviviitiitecte ettt ettt ettt et e et e et e beebe et et e st et e st e ebeetesaeebeebeeaeersens et ebensenaesaeereans 1,567 314 1,253 —
TOTAI ASSELS ...ttt $73,611 $47,285 $31,364 $(5,038)
Liabilities
Current liabilities:
SNOM-LEIM DOITOWINGS. ........veoveeveeeeeeeee oo, $4,368 $358 $4,058 $(48)"
Accounts payable......... 6,858 6,699 236 (77)®
ACCIUEd EXPENSES ....vvveiirereeerereeseeeeseenenenes 2,850 2,450 413 @as)y°
Accrued wages, salaries and employee benefits 1,597 1,572 25 —
CuStOmer adVANCES ......ceervrereeeieieieirerieieenens 1,823 1,823 — —
Dividends payable ... 297 297 — —
Other current liabilities................. . 1,629 1,229 406 (6)°
Long-term debt due Within 0Ne YEar ... 4,088 197 3,891 —
Total cUrrent Habilities ..o 23,510 14,625 9,029 (144)
Long-term debt due after one year.... . 25,926 8,944 17,013 (31’
Liability for postemployment BEnefits...........cooviiciiinniicceccee 7,438 7,438 — —
ONEr THADIITIES ........o.cvooeeeeceeee ettt 2,841 2,382 851 (392)°
Total liabilities 59,715 33,389 26,893 (567)
Commitments and contingencies
Redeemable NoNCONTrolling iNTEIEST........c.ccviiiirieee e 460 460 — —
Stockholders’ equity
COMMON SEOCK. ...ttt ettt bbbt e b b bebeans 4,165 4,165 902 (902)°
THEASUNY SEOCK ...ttt bbbt (10,311) (10,311) — —
Profit employed iN the DUSINESS ..ot 23,081 23,081 2,947 (2,947)°
Accumulated other comprehensive income (loss). . (3,544) (3,544) 529 (529)°
NONCONLIOIING INTEIESES ......vvi s 45 45 93 (93)°
Total StOCKNOIAEIS” EQUITY .....cuviiiiiicicieiie e 13,436 13,436 4,471 (4,471)
Total liabilities, redeemable noncontrolling interest and stockholders’ equity................ $73,611 $47,285 $31,364 $(5,038)

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

Elimination of receivables between Machinery and Power Systems and Financial Products.

Reclassification of Machinery and Power Systems” trade receivables purchased by Cat Financial and Cat Financial’s wholesale inventory receivables.
Elimination of Machinery and Power Systems’ insurance premiums that are prepaid to Financial Products.
Elimination of Financial Products’ equity which is accounted for by Machinery and Power Systems on the equity basis.
Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.

Elimination of debt between Machinery and Power Systems and Financial Products.
Elimination of payables between Machinery and Power Systems 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, 2010
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery
and Power Financial Consolidating
Consolidated Systems* Products Adjustments
Assets
Current assets:
Cash and Short-term INVESIMENTS ..........cciuririniieeeieiee b $3,592 $1,825 $1,767 $—
RECEIVADIES — trade ANA ONET.........cvveuuieeereeereeeesesees et e ssss s 8,494 5,893 482 2,119%*
RECEIVADIES — FINANCE ... 8,298 — 11,158 (2,860)°
Deferred and refundable income taxes.... 931 823 108 —
Prepaid expenses and other current assets . 908 371 550 (13)*
Inventories...... . 9,587 9,587 — —
TOTAL CUMTENT ASSELS... ..ttt bbbttt sttt 31,810 18,499 14,065 (754)
Property, plant and eqUIPMENt — NEL ..ot s 12,539 9,662 2,877 —
Long-term receivables — trade and other . 793 271 236 286%°
Long-term receivables — fiNANCE..........cccovriiicci e 11,264 — 11,586 (322)°
Investments in unconsolidated affiliated COMPANIES ..........cevviririiiceiie e 164 156 8 —
Investments in Financial Products subsidiaries . — 4,275 — (4,275)°
Noncurrent deferred and refundable INCOME tAXES........ccovvvrveueeiririeireee e 2,493 2,922 90 (519)°
INTANGIDIE BSSELS ......vceiiiee ettt 805 795 10 —
Goodwill . 2,614 2,597 17 —
OThBE ASSELS. .. .evivvetiiete ittt ettt ettt sttt a e e et et et e b ebe st ese st ere et eseebenbebesnenessenearin 1,538 314 1,224 —
TOAL ASSELS ...vvuvuveveverieiie ettt ettt ettt se st b s e e st b et e s e s et bbb e e et s bt e e r et netenen $64,020 $39,491 $30,113 $(5,584)
Liabilities
Current liabilities:
SHOTt-termM DOTOWINGS. ......viieeeieie bbbt $4,056 $306 $4,452 $(702)"
ACCOUNES PAYADIE.......cuieiiieieeii ettt s et ne e 5,856 5,717 177 (38)°
ACCTUBH EXPEINSES ...vveeieieeteresestreeteiesaseseseetesesesesssseseses e e sssbesese e seebesesese st et aseseteneseasaseseseneanas 2,880 2,422 470 12)°
Accrued wages, salaries and employee Denefits ..o 1,670 1,642 28 —
CUSEOMET BAVANCES .....veveveetiieteii sttt bbb bbbttt ebens 1,831 1,831 — —
Dividends PAYADIE .......voveuiiiiceee i 281 281 — —
Other current DTS .........cvcviiiccececec e 1,521 1,142 393 (14)°
Long-term debt due Within ONe YEar ... 3,925 495 3,430 —
Total CUrrent labIlItIES ........cvcviiiriicecice et 22,020 13,836 8,950 (766)
Long-term debt due after ONE YEAI ..........ccvvveueeiiiriseeeres e 20,437 4,543 15,932 (38)’
Liability for postemployment DENEFits..........ccoviiiiiiinicce e 7,584 7,584 — —
OthEr THADTITIES .....ecvvcveeiiic ettt sttt ettt e et e b et et e steebeetesaesbeereens 2,654 2,203 956 (505)°
TOtal HADIITIES ...cvvcviice ettt bbb 52,695 28,166 25,838 (1,309)
Commitments and contingencies
Redeemable NONCONTIolliNG INTEFEST..........c.ciiiiiieicicte e 461 461 — —
Stockholders’ equity
COMMON SEOCK. c..vtvtutietierere ittt tete ettt et s e se et s e s s e st s s e e e e s esene e e nsesnsens 3,888 3,888 902 (902)°
Treasury StocK ... (10,397) (10,397) — —
Profit employed in the business . 21,384 21,384 3,027 (3,027)°
Accumulated other comprehensive income (loss). (4,051) (4,051) 263 (263)°
Noncontrolling INterests.........oovvevererenrseenens 40 40 83 (83)°
Total stockholders’ equity 10,864 10,864 4,275 (4,275)
Total liabilities, redeemable noncontrolling interest and stockholders’ equity............ccc..... $64,020 $39,491 $30,113 $(5,584)
! Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of receivables between Machinery and Power Systems and Financial Products.
®  Reclassification of Machinery and Power Systems’ trade receivables purchased by Cat Financial and Cat Financial’s wholesale inventory receivables.
4 Elimination of Machinery and Power Systems’ insurance premiums that are prepaid to Financial Products.
®  Elimination of Financial Products’ equity which is accounted for by Machinery and Power Systems on the equity basis.
®  Reclassification reflecting required netting of deferred tax assets / liabilities by taxing jurisdiction.
T Elimination of debt between Machinery and Power Systems and Financial Products.
8  Elimination of payables between Machinery and Power Systems 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, 2011
(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data
Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated COMPANIES ..........ccocooiriiieicieinreceeas $2,265 $2,257 $228 515(220)2
Adjustments for non-cash items:
Depreciation and amOrtiZation ........c.covcveeeirinirieeieiee e, 1,174 810 364 —
OHNET covooovveecveeeeeee s esnseeen . 337 308 (63) 92*
Financial Products’ dividend in excess of profit ..........c.ccccoonnniciinnnsiceec, — 80 — (80)3
Changes in assets and liabilities, net of acquisitions and divestitures:
RECEIVADIES - rade AN OINET ...vvvveeeerreerrriossesssseesseeeeereressssssssssssssssssssssssssssssssseeen 45 1,159 17 (1,131)*°
YT (0 TSR (1,850) (1,850) — —
Accounts payable.... 1,056 1,083 12 (39)*
ACCIUEH EXPEINSES ....vveiriitieteie sttt sttt b bbbt b bbbt b bbb e st bt bene s (41) (12) (28) (1)4
Accrued wages, salaries and employee benefits ..., (91) (88) 3) —
Customer advances . 14 14 — —
ONET BSSELS — NEL..vvvvvvvvveeeeeesssssssssssssssssssssssss s sssssssssssssssssssssssssssssssssss e 28 89 61 (122)*
Other HabilitieS — NEL ..o 357 261 (25) 1214
Net cash provided by (used for) operating activities ... 3,294 4,111 563 (1,380)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to Others ............cccccoevvnninicnies (924) (921) (3) —
Expenditures for equipment leased t0 Others...........ccovvveeiiierveeeierrsienns . (580) (54) (571) 45*
Proceeds from disposals of leased assets and property, plant and equipment .. 621 72 601 (52)4
Additions t0 fINANCE FECRIVADIES ............cvveeeveeereeeresesessesesesses s sssssesssesssssessssses (4,294) — (22,361) 18,0678
Collections of finance receivables ... 3,981 — 20,579 (16,598)°
Proceeds from sale of finance receivables... . 104 — 104 —
Net intercompany borrowings..........ccccoevvniinee . — 600 62 (662)6
Investments and acquisitions (net of cash acquired) ...........ccccevevnene . (68) (68) — —
Proceeds from sale of businesses and investments (net of cash sold)................cc.c...... 21 392 11 (382)°
Proceeds from sale of available-for-sale SECUMtIes...........ccovvirrreieninncccreeece, 122 6 116 —
Investments in available-for-sale securities (132) ) (124) —
(@1 1] SR T RSSO (38) (114) 76 —
Net cash provided by (used for) inVesting aCtiVities..........cccoveerirrneecinnsece s (1,186) (94) (1,510) 418
Cash flow from financing activities:
DIVIAENGS PAI........vveereeeeeeeeeeesieee e eeses s ass s sssenseans (565) (565) (300) 3007
Distribution to noncontrolling interests ...........cccccovvvnene. 2) (2) — —
Common stock issued, including treasury shares reissued... . 96 96 — —
Excess tax benefit from stock-based compensation ......... . 159 159 — —
Net intercompany DOrTOWINGS..........c.cveiirnniicccee s . — (62) (600) 662°
Proceeds from debt issued (original maturities greater than three months)... . 10,329 4,530 5,799 —
Payments on debt (original maturities greater than three months)............. . (5,125) (487) (4,638) —
Short-term borrowings — net (original maturities three months or less) . 36 (69) 105 —
Net cash provided by (used for) financing aCtiVities ...........c.cccovevninicicciicccens 4,928 3,600 366 962
Effect of exchange rate changes 0N Cash ...........cccceriirreeriinree e, 87 14 73 —
Increase (decrease) in cash and short-term iNVeStMENts...........cccoovvnniiiicnennnenneee, 7,123 7,631 (508) —
Cash and short-term investments at beginning of Period ...........cccccevvrrreiiinnccieirs, 3,592 1,825 1,767 —
Cash and short-term investments at end of PEriod..........ccccvrvrvrireieiirisneeieerre e, $10,715 $9,456 $1,259 $—

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 adjustments and changes in assets and liabilities related to consolidated reporting.

Elimination of net proceeds and payments to/from Machinery and Power Systems and Financial Products.
Elimination of dividend from Financial Products to Machinery and Power Systems.

Elimination of Financial Products’ dividend to Machinery and Power Systems in excess of Financial Products’ profit.

Reclassification of Cat Financial’s cash flow activity from investing to operating for receivables that arose from the sale of inventory.

Elimination of proceeds received from Financial Products related to Machinery and Power Systems’ sale of Carter Machinery.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For The Six Months Ended June 30, 2010

(Unaudited)
(Millions of dollars)
Supplemental Consolidating Data
Machinery
and Power Financial Consolidating
Consolidated Systems® Products Adjustments
Cash flow from operating activities:
Profit (loss) of consolidated and affiliated COMPANIES ..........ccocooiriiieicieinreceeas $969 $964 $174 $(169)?
Adjustments for non-cash items:
Depreciation and amOrtiZation ...........coouieeinieineicei e, 1,116 750 366 —
(011111 OO . 176 201 (95) 70
Financial Products’ dividend in excess of profit ...........ccccoovninccinnnncns — 431 — (431)°
Changes in assets and liabilities, net of acquisitions and divestitures:
Receivables - trade and Other ..............co.ocvecveeceeeceeeeeeeeeeee oo (1,096) (701) 64 (459)*°
Inventories . (1,020) (1,018) — "
ACCOUNES PAYADIE..........oooveeeeeeeeeeeeeeeeeeeee s s s eess s seess s s s sass s, 1,319 1,321 ) 7
ACCIUEH EXPEINSES ...ttt sttt bttt sb ettt b bbb ettt ettt b e s st bt bene s (91) (12) (93) 14*
Accrued wages, salaries and employee benefits 413 402 11 —
CuStOMEr adVANCES ......cvrvveveirieierisieieiee e . 171 171 — —
ONEI BSSELS — MEL......eveveeieeseeeesseeeeseeesseees s eeees st sese st eses s s 288 142 8 13g8*
Other labilItIES — NEL .......cviiiiiccie e (334) (126) (56) (152)*
Net cash provided by (used for) operating aCtiVities ..........coeueeierirrseciirseee s 1911 2,525 370 (984)
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to Others ..., (652) (660) 1) 9*
Expenditures for equipment leased t0 Others...........cccooceeeennnneniccnenen . (372) — (397) 25
Proceeds from disposals of leased assets and property, plant and equipment................ 755 47 724 (16)*
Additions to finance receivables...........cccooviiiiiiiincc s . (4,017) — (11,689) 7,672°
Collections of finance receivables ........... . 4,161 — 11,467 (7,306)°
Proceeds from sale of finance receivables.............oooiiiiciinnecee e, 5 — 5 —
Net intercompany DOITOWINGS...........vvuciiiiiieiceir et — (574) 286 288°
Investments and acquisitions (net of cash acquired) . (170) (138) (32) —
Proceeds from sale of available-for-sale securities.... . 90 3 87 —
Investments in available-for-sale securities........ . (81) 1) (80) —
Other — NEt...o.vveieeieieie s . 6 2 (16) 207
Net cash provided by (used for) investing aCtiVities..........coveeererirreeiererviee e, (275) (1,321) 354 692
Cash flow from financing activities:
DIVIAENAS PAIG.......e.veeveeeeeeeeeeeseeesee s seeees (527) (527) (600) 600°
Common stock issued, including treasury shares reissued... 84 84 20 20y’
Excess tax benefit from stock-based compensation .. 39 39 — —
Acquisitions of noncontrolling interests................. . (26) (26) — —
Net intercompany DOITOWINGS..........ouiucuiiiiieieer e — (286) 574 (288)°
Proceeds from debt issued (original maturities greater than three months)................... 4,251 126 4,125 —
Payments on debt (original maturities greater than three months).........cccccoveevivrnnnn, (6,471) (889) (5,582) —
Short-term borrowings — net (original maturities three months or less) . (136) (30) (106) —
Net cash provided by (used for) financing aCtiVities .............cccovevnrinicicciiccceis (2,786) (1,509) (1,569) 292
Effect of exchange rate changes 0N Cash ...........cccceiirreeniinee e, (120) (34) (86) —
Increase (decrease) in cash and short-term iNVeStMENtS...........ccccevrrniiiccennnenneee, (1,270) (339) (931) —
Cash and short-term investments at beginning of Period ...........cccccevvririeiiinnccieine, 4,867 2,239 2,628 —
Cash and short-term investments at end of PEriod...........cccevvrvrireieiirisniceieeree e, $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 non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
Elimination of net proceeds and payments to/from Machinery and Power Systems and Financial Products.

Elimination of change in investment and common stock related to Financial Products.
Elimination of dividend from Financial Products to Machinery and Power Systems.

Elimination of Financial Products’ dividend to Machinery and Power Systems in excess of Financial Products’ profit.

Reclassification of Cat Financial’s cash flow activity from investing to operating for receivables that arose from the sale of inventory.
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Forward-looking Statements

Certain statements in this release relate to future events and expectations and are 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
Caterpillar’s actual results 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 Caterpillar’s actual results may differ materially from those described or implied in its forward-looking
statements based on a number of factors, including, but not limited to: (i) global economic conditions and economic conditions in the
industries and markets Caterpillar serves; (ii) government monetary or fiscal policies and government spending on infrastructure; (iii)
commodity or component price increases and/or limited availability of raw materials and component products, including steel; (iv)
Caterpillar’s and its customers’, dealers’ and suppliers’ ability to access and manage liquidity; (v) 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; (vi) 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; (vii) financial condition and credit worthiness of Cat Financial’s customers; (viii) inability to realize expected
benefits from acquisitions and divestitures, including the acquisition of Bucyrus International, Inc.; (ix) international trade and
investment policies, such as import quotas, capital controls or tariffs; (x) the possibility that Caterpillar’s introduction of Tier 4
emissions compliant machines and engines is not successful; (xi) market acceptance of Caterpillar’s products and services; (Xii)
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; (xiii) union disputes or other employee relations issues; (xiv)
Caterpillar’s ability to successfully implement the Caterpillar Production System or other productivity initiatives; (xv) adverse
changes in sourcing practices of our dealers or original equipment manufacturers; (xvi) compliance costs associated with
environmental laws and regulations; (xvii) alleged or actual violations of trade or anti-corruption laws and regulations; (xviii)
additional tax expense or exposure; (xix) currency fluctuations, particularly increases and decreases in the U.S. dollar against other
currencies; (xx) failure of Caterpillar or Cat Financial to comply with financial covenants in their respective credit facilities; (xxi)
increased funding obligations under our pension plans; (xxii) significant legal proceedings, claims, lawsuits or investigations; (xxiii)
imposition of operational restrictions or compliance requirements if carbon emissions legislation and/or regulations are adopted;
(xxiv) changes in accounting standards or adoption of new accounting standards; (xxv) adverse effects of natural disasters; and (xxvi)
other factors described in more detail under “Item 1A. Risk Factors” in Part | of our Form 10-K filed with the SEC on February 22,
2011 for the year ended December 31, 2010. This filing is available on our website at www.caterpillar.com/secfilings.

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.
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Changes in internal control over financial reporting

During the second quarter 2011, 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.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities
No shares were repurchased during the second quarter 2011.

Other Purchases of Equity Securities

Approximate Dollar

Total Number Total Number Value of Shares that
of Shares Average Price of Shares Purchased may yet be Purchased
Period Purchased* Paid per Share Under the Program under the Program
APFT1-30, 2011 8,118 $109.11 NA NA
May 1-31, 2011....coiiiiie e 16,181 $114.74 NA NA
JuNne 1-30, 2011 ... 2,821 $103.95 NA NA
TOLAL oo 27,120 $111.93

! 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, 2011
those plans had approximately 11,600 active participants in the aggregate. During the second quarter of 2011, approximately 208,000
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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Item 6. Exhibits

4.1

4.2

4.3

4.4

4.5

10.1

10.2

11

31.1

31.2

32

101.INS

101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

Form of Floating Rate Senior Note due 2012 (incorporated by reference from Exhibit 4.1 to Form 8-K filed May 26,
2011).

Form of Floating Rate Senior Note due 2013 (incorporated by reference from Exhibit 4.2 to Form 8-K filed May 26,
2011).

Form of 1.375% Senior Note due 2014 (incorporated by reference from Exhibit 4.3 to Form 8-K filed May 26, 2011).
Form of 3.900% Senior Note due 2021 (incorporated by reference from Exhibit 4.4. to Form 8-K filed May 26, 2011).
Form of 5.200% Senior Note due 2041 (incorporated by reference from Exhibit 4.5 to Form 8-K filed May 26, 2011).

Caterpillar Inc. Executive Short-Term Incentive Plan (incorporated by reference to Appendix A to the Company’s
Definitive Proxy Statement on Form DEF 14A filed on April 15, 2011).

Time Sharing Agreement dated May 6, 2011 (incorporated by reference from Exhibit 10.3 to Form 10-Q filed May 9,
2011).

Computations of Earnings per Share (included in Note 11 of this Form 10-Q filed for the quarter ended June 30, 2011).

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

Certification of 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, Chairman and 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.

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

CATERPILLAR INC.

August 4, 2011 /sl Douglas R. Oberhelman Chairman and Chief Executive Officer
(Douglas R. Oberhelman)

August 4, 2011 /s/ Edward J. Rapp Group President and Chief Financial Officer
(Edward J. Rapp)

August 4, 2011 /s/ James B. Buda Senior Vice President and Chief Legal Officer
(James B. Buda)

August 4, 2011 /s/ Jananne A. Copeland Corporate Controller and Chief Accounting Officer
(Jananne A. Copeland)
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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
registrant’s most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting;
and

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 the 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.

August 4, 2011 /sl Douglas R. Oberhelman Chairman and Chief Executive Officer

(Douglas R. Oberhelman)
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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 | 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
registrant’s most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting;
and

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 the 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.

Group President and

August 4, 2011 /s Edward J. Rapp Chief Financial Officer

(Edward J. Rapp)
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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, 2011 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:

Q) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities 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.

August 4, 2011 /sl Douglas R. Oberhelman Chairman and Chief Executive Officer
(Douglas R. Oberhelman)

Group President and
August 4, 2011 /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.

86



CATERPILLAR’

2Q11-10Q-1857699

87



