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2. Set forth data on specific qualifications, skills and experience that the
corporation considers for its board of directors, nominees for the board of
directors, and executive officers.

Please refer to the Caterpillar Inc. 2020 Proxy Statement (p. 12) on Caterpillar.com, for
reference to the Board of Directors and please see No. 6 below for reference to the
Executive Officers.

3. Set forth the self-identified gender of each member of the board of directors.

Please refer to the Caterpillar Inc. 2020 Proxy Statement (p. 11).

4. Set forth the race or ethnicity of each member of the board of directors.
Please refer to the Caterpillar Inc. 2020 Proxy Statement (p. 11).

5. Set forth a description of the corporation's process for identifying and
evaluating nominees for the board of directors, including whether and, if so, how
demographic diversity is considered.

Please refer to the Caterpillar Inc. 2020 Proxy Statement (p. 12-13).

6. Set forth a description of the corporation's process for identifying and
appointing executive officers, including whether and, if so, how demographic
diversity is considered.

The Public Policy and Governance Committee of the Board of Directors (the “Board”)
advises the Board concerning possible candidates for executive officer positions as
deemed appropriate. To fulfill these responsibilities, the Committee may review and
consider a variety of individual qualifications, skills, experience and demographics
relevant to Caterpillar’s business including but not limited to executive and leadership
experience, strategic and operational experience, broad international exposure,
financial, market and competitive literacy, relevant functional or technical experience,
innovative/transformative leadership experience and alignment to company culture.

7. Set forth a description of the corporation’s policies and practices for

promoting diversity, equity and inclusion among the board of directors and
executive officers.

Please refer to the Caterpillar Inc. 2020 Proxy Statement (p. 12-13).
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PART I
Item 1. Business.
General

Originally organized as Cawerpillar Tractor Co. in 1925 in the Siate ol California, our cumpany was reorganized as Caterpillar Inc. in 1986 in the Stute of
Delaware. As used herein, the tenm “Caterpillar,” “we,” “us,” “our™ or ““the company™ refers 10 Caterpillar Inc. and its subsidiaries unless designated or identificd
otherwisc.

Overview

With 2019 sales and revenucs of $53.800 billion, Calerpillar is the world™s leading manufacturer of construction and mining equipment, diesel und natural gas
engines, indusirial gas turbines and diesel-clectric locomotives. The company principally operates through its three primary scgments - Construction Industries,
Resource [ndustries and Energy & Transponation - and also provides {inancing and related services through its Financial Products segment. Caterpillar is also a
leading U.S. exporicr. Through a global network ol independent dealers and direct sales of certain products. Caterpillar builds long-tenm relalionships with
customers around the world.

Currently, we have five operating segments. of which four are reportable segments and are deseribed below.
al ies Si| [zation

1. Machinery, Energy & Transportation — Represents the aggregate total of Construction Industrics, Resource Industrics, Energy & Transporiation and
All Other operating scgment and related corperate items and climinations.

2. Financial Products — Primarily includes the company’s Financial Products Sepment. This category includes Caterpillar Financial Services
Cormporation (Cat Financial), Caterpillar Insurance Holdings Inc. (Insurance Services) and their respective subsidiarivs,

Other information about our operations in 2019, including cenain risks associated with our operations, is included in Part 11, ftem 7 “Management’s Discussion
and Analysis of Financial Condition and Results of Operations.”

Construction Industries

Our Consiruction Tndustrics segment is primarily responsible for supporting cusiomers using machinery in infrastructure, forestry and building construction. The
majonty of machine sales in this segment ar¢ made in the heavy and general constructien, rental, quarry and aggregates markets and nmimning.

The nawre ol customer demand lor construetion machinery varics around the world. Custemers in developing cconomics oflen privtitize purchase price in making
their invesiment decisions. while customers in developed ceonomies generally weigh productivity and other performance crileria that contribute to lower owning
and operating costs over the lifctiine ol the machine. To moet customer expectations in developing economics, Caterpillar developed differcntinted product
olferings that largel customiers in those markets, including vur SEM brand machines. We believe that these customer-driven product innovations cnable us to
compete more clfectively in developing ceonomies. The majority of Construction Industrics’ reseerch and development spending in 2019 focused on the next
gencration of construction machines.

The competilive environment for construction machinery is characterized by some plobal competitors and many regional and specialized local compelitors.
Exainples of global competitors include CASE (part of CNH Industrial N.V.), Deere Construction & Forestry {part of Deere & Company), Doosan Infracore Co.,
Ltd.. Hitachi Construction Machinery Co.. Ltd., Hyundai Construction Equipment Co., Ltd., J.C. Bainford Excavators Ltd., Kobelco Construction Machinery (part
ol Kobe Steel. Ltd), Komatsu Lid.. Kubota Farm & Industrial Machinery (par ol Kubota Curporation}, and Volvo Construction Equipment {part ol the Volvo
Group). As an cxample of regional and local competitars, our eompelitors in China also melude Guangxi LiuGong Machinery Co., Lid.. Longking lHoldings L.,
Sany llcavy Industry Co., Ltd., XCMG Group. Shandong Lingong Construction Machinery Co., Ltd. (SDLG. part of the Volve Group} and Shanwi Construction
Machinery Ce., Lid.. (part of Shandong Heavy Industry Group Co.). Each of these companies has varying product lines that compete with Caterpillar products.
and cach has varying degrees of regtonal focus.




The Construction Industries product portfolio includes the following machines and related parts and work tools:

asphal pavers - {eller bunchers - telehandlers

backhoe loaders - harvesicrs -+ small and medium
compactors - knuckleboom loaders track-type traciors
cold planers -+ motorgraders - track-lype loaders
compact track and - pipelayers © wheel excavalors
multi-terrain loaders - road reclaimers -+ compact, small and
mini, small, medium - sile prep lraclors medium wheel loaders
and large cxcavators + skidders - utility vechicles
forestry excavators - skid sweer loaders

Resource Indastries

The Resource Indusirics segment is primarily responsible for supporting customers using machinery in mining, heavy construction, quarty and aggregales, waslc
and material handling applications. Cawerpillar offers a broad product range and services Lo deliver comprehensive solutions for our mining customers. We
manufacture high productivity equipment for both surface and underground mining operalions around the world. Our equipment is used to extract and haul copper,
iron ore, coal, o1l sands. apgregates. gold and other minerals and ores. In addition 10 equipment, Resource Industries also develops and sells technology products
and services to provide customers fleet management systems, equipment management analytics and autonomous machine capabilitics.

Cuslomers in most markets place an emphasis on cquipment that is highly productive, reliable and provides the lowest ttal cost of ownership over the fife of the
equipment. In some developing markets, customers oflen prioritize purchase price in making their investment decisions. We believe our ability 10 control the
inlegration and design of key machinc components represents a competitive advantage. Our research and development efTorts remain focused on providing
customers the lowest total cost of ownership enabled through the highest quaiity, most productive products and services in the industry.

The cempetilive environment {or Resource Indusiries consists of a few larger global competitars that compete in several of the markets that we serve and a
substantial number of smaller companies thal compete in a more limited range of products. applications, and regional markets. Our global surface competitors
include Deere Construction & Foresiry {part of Deere & Company), Epirue AB, Hitachi Construction Machinery Co.. Ltd., Komatsu Lid., Licbherr-Intemational
AQG, Sandvik AB, and Volvo Construction Equipment. Our global underground competitors include Epiroc AB, Komalsu Lid., Sandvik AB and Zhengzhou Coal
Mining Machinery Group Co., Ltd.

The Resource Industries product portfolio includes the fllowing machines and relaied parts:

clectric rope shovels - longwall mincrs © suil compaclors

draglines - large wheel loaders © machinery components

hydraulic shovels - off-highway trucks -+ autonomous ready vehicles and
rotary drills - aniculaed trucks solutions

hard rock vehicles - wheel ractor scrapers - sclect work Lools

large track-type tractors - wheel dozers - hard rock continuous wmining systems
large mining trucks © landfill compactors

Encrgy & Transportation

Our Encrgy & Transportation segment supporis customers in oil and gas. power generation, marine. rail and industrial applications, including Cat® machines. The
product and services portfolia includes reciprucating engines, sencrator seis, marine propulsion sysiems, gas wrbines and wrbinc-relaled services, the
remanuflacturing of Caterpillar engines and components and remanulaciuring services for other companies, diesel-clectric locomotives and other rail-related
products and services and product support of on-highway vocational trucks [or North America.

2
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Regulatory emissions standards require us o continuce to make investments as new produets and new regulations are introduced. On-geing compliance with these
regulations remains a focus. Emissions compliance in developing markels is complex due to rapidly evolving and unique requirements where enforcement
processes can oflen vary, We employ robust product development and manuiacluring processes o help us comply with these regulations.

The competitive environment for reciprocating engines in manine, oil and gas. industrial and clectric power gencration systems along with turbines in oil and gas
and clectric power gencration consists of a few larger glabal competitors that competce in a variely of markets that Caterpillar serves, and a substantial number of
smaller companies that compete in 2 limiled-size product range, geographic region and/or application. Principal global competitors include Cummins inc., Deuiz
AG. INNIO, Rolls-Royce Power Systeins and Wirntsilda Corp. Other competitors, such as Fiat Industriali SpA (CNHI}). GE Power, Kawasaki Heavy Industries
Cnergy System & Plant Engincening. MAN Energy Solutions (VW), Mitsubishi Heavy Indusiries Lid., Siemens Power and Gas,Volvo Penta AB, Weichai Power
Co.. Lid., and other emerging market campetilors compete in cenain markets in which Caterpillar competes. An additional set of competitors, including Aggreko
plc, Baker Hughes Co., Generae Holdings, Kohler Power Systems, and others. are primarily packagers who source engines and/or other componcents from domestic
and international supplicrs and market products regionally and internationally through a variety of distribution channels. In rail-related businesses, our global
compeetitors include Alstom SA, Bombardier Transportation, CRRC Corp., LTD., The Greenbrier Companics, Siemens Mobility, Voestalpine AG, Vussloh AG
and Wabiee Freight. We also compete with other companics on a more [imited range of products, services and/or geegraphic regions,

The Energy & Transporiatien portiolio includes the following products and related parts:

*  reciprocating cngine powered generator
sels

*  reciprocating engines supplied to the indusirial industry as well as Caterpillar
machinery

= antegrated systems used in the electric power generation
industry

+  turbines. centrifupal gas compressors and related
services

¢  reciprocating engines and integraled systems and solutions (or the marine and oil and gas
industrics

»  remanufactured reciprocating engines and components

+  diesel-clectric locomotives and components and other rail-related products and services

Financial Products Segment

The business of our Financial Products Segment is primarily conducted by Cat Finaneial, Insurance Services and their respective subsidiaries. Cat Financial is a
wholly owned finance subsidiary of Caterpillar Inc. and its primary business is to provide retail and wholesale financing alternatives for Caterpillar products 10
customers and dealers around the world. Retail financing is primarily comprised of the financing of Caterpillar equipment. machinery and engines. Cal Financial
also provides financing (or vehicles. power gencration facilities and marine vesscls thal, in most cases, incorporate Caterpillar producis. In addition 1o retail
financing, Cat Financial provides wholesale financing to Caterpillar dealers and purchases shon-term trade receivables from Caterpillar. The vanous financing
plans offered by Cit Financial are primarily designed to increasc the opportunity {or sales of Caterpillar products and generate financing income for Cat Financial,
A significant purtion ol Cal Financial's activity is conducied in North America, with additional offices and subsidiaries in Latin Amenca, Asia/Pacific. Europe.
Africa and the Middle East.

Fur over 35 years, Cat Financial has been providing financing in the various imarkets in which it panicipates, contributing 1o its knowledge ol asscl values, indusiry
trends, product structuring and customer needs.

In certain instances, Cat Financial’s operations are subject 10 supervision and regulation by state, federal and various lorcign governmental authorities, and may be
subject to various laws and judicial and administrative decisions imposing various requirements and restrictions whick, amony other things, (1) regulate eredil
granting aclivities and the administration of loans. (i1} establish maximum imerest rates, finance charges and other charges, (ili) require disclosures to cuslomers
and investors. (iv} povern secured transactions. (v) sct collection, forcclosure, repossession and other trade practices and (vi) regulate the use and reporting of
information related to a borrower's eredit experience. Cat Financial™s ability to comply with these and other governmental and legal requirements and restrictions
aflects 1ts operations.

Cal Financial’s retail loans (1ealing 49 percent™) include:

= Loans that allow customers and dealers to use their Caterpillar equipment or other ossets as collateral Lo obtain financing (24
pereent*).
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+  Installment salc contracis, which are equipment loans that enable customers to purchasc cquipment with a down payment or trade-in and structure
payments over time (25 percent®).
Cat Financial’s retail leases (totaling 35 percent*} include:

«  Finance (non-lax) leases, where the lessee for tax purposes is considered 1o be the owner of the equipment duning the term of the [case, that either require
or allow the customer 1o purchase the equipment for a fixed price at the end of the term (22 percent*).

»  Tax leases that are classified as cither operating or finance leases for [inancial accounling purposes. depending on the characteristics of the lease. Fortax
purposes, Cat Financial is considercd the owner of the equipment (12 percent®).

*  Govemmenlal lease-purchase plans in the U.S. that ofler low interest rates and flexibie tenms 1o qualified non-federal government agencies (1
percent®).

Cat Financial also purchases short-tenm receivables [rom Caterpillar (14 percent*).
Cam Financial's wholcsale loans and leases (2 pereent*) include inventory/rental programs, which provide assistance 1o dealers by linancing their new Caterpillar

inventory and rental fleets.

*Indicates the percentage of Cat Financial’s total portiolio at Decemnber 31, 2019, We define total portfulio as total fmance receivables (et of wneamed income mid allowance
for credit losses) plus equipment on aperaling leascs, less accumulated depreciation, For more information an the above and Cat Financial s concentration of credit risk, please
refer to Note 7 — “Cat Financial Financing Activities™ of Purt 11, ltem & "Financial Statements and Supplementary Data.”

Cat Financial operates in a highly competitive environment, with linancing for users of Caterpillar equipment available through a variety of sources, principally
commercial banks and [inance and leasing compames. Cat Financial’s competiors include, Australia and New Zealand Banking Group Limited, Banc of America
Leasing & Capital LLC. BNP Paribas Leasing Selutions Limited. Wells Fargo Equipment Finance Inc, and various other banks and finance companies, In
addition, many ol cur manufacturing commptitors own [inancial subsidiarics, such as John Decre Capital Comeration, Komatsu Financial 1..P., Kubota Credit
Corporation and Volvo Financial Services, which utilize below-market interest rate programs (funded by the manufacturer) 1o assist machine sales. Caterpillar and
Cat Financial work together 10 provide a broad array of financial merchandising programs around the world 10 meet these competitive offers.

Cal Financial’s linancial results are largely dependent upon the ability of Caterpillar dealers 1o sell equipment and customers” willingness to enler into finuncing or
leasing agreemnents. Cat Financial 1s alse affceted by, among other things, the availability of funds (rom s financing sources. its cost of funds relative Lo ils
compelitors and general economic conditions such as inflativn and market interest rates.

Cat Financial has a match-funding policy that addresses interest rate risk by aligning the interest rate profile ({ixed or floating rate) of'its debt portfolio with the
interest rate profile of its receivables portfolio within predetennined ranges on an ongoing basis. In connection with that policy, Cat Financial uses interest rate
denivative instruments W modify the debt structure 1o match assets within the receivables portfolio. This matched funding reduces the volatility of margins between
interesl-bearing assels and interest-bearing liabilitics, regardless of which direction interest mies move, Fer more information regarding maich funding, please see
Note 4 — "Derivative financial instruments and risk management™ of Part IL. ltem 8 "Financial Statements and Supplementary Data.” Sce also the risk factors
associaled with our financial products busmess included in llem 1 A, of this Form 10-K.

In managing forcign currency risk for Cat Financial's operations, the objective is to minimize camings volatility resulting from conversion and the remeasurement
ol net foreign currency balance sheet positions, and future transactions denominated in foreign currencies. This policy allows the use of loreign currency lorward,
oplion and cross currency conltracts 1o olTsel the risk of cutrency mismatch between the assets and liabitities, and exchange rate risk associated with [uture
transactions denominated in forcign cumrencies.
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Cat Financial provides linancing oniy when certain criteria are met. Credit decisions are based on a variely of credit quality factors including prior payment
experience, customer financial information, credit-rating agency ratings, loan-1o-value ratios and other internal metrics. Cat Financial typically maimains a securily
interest in retail-financed equipment and requires physical damage insurance coverage on financed equipment. Cat Financial finances a significant portion of
Caterpillar dealers' sales and inventory of Caterpillar equipnent throughout the world. Cat Financial's compeltitive posilion is improved by inarketing programs
offered in conjunction with Caterpillar and/or Caterpillar dealers. Under these programs, Caterpillar. or the dealer, funds an amount at the outset of the
transaction, which Cat Financial then recognizes as revenue over the tenn of the [inancing. We belicve that these iarketing programs provide Cat Financial a
significant competitive advaniage m financing Caterpillar products.

Caterpillar [nsurance Company, a wholly owned subsidiary of Caterpillar Insurance loldings Inc., is a U.S. insurance company doiniciled in Missoun and
primarily regulated by the Missouri Depariment of Insurance. Caterpillar Insurance Company ts ticensed 1o conduct property and casualty insurance business in 50
states, the District of Columbiz and Guam. and as such, is also regulated in those junisdictions. The Staie of Missouri acts as the lead regulatory authority and
monilors Caterpillar Insurance Company s financial slatus to ensure that it is tn compliance with minimum solvency reyuitements, as well as other financial ratios
prescribed by the National Association of Insurance Commissioners. Calterpillar [nsurance Company is also licensed 1o conduct insurance business through a
branch in Zurich. Switzerland and, as such, is regulated by the Swiss Financial Market Supervisory Authorily.

Caterpillar Life Insurance Company, a wholly owned subsidiary of Caterpillar. is a U.S. insurance company domiciled in Missouri and primarily regulated by the
Missouri Department of Insurance. Caterpillar Life Insurance Company is licensed to conduet life and accident and health insurance business in 26 states and the
District of Columbia and. as such, is also regulated in those junsdictions. The State of Missoun acts as the lead regulatory authority and it menitors the financial
status to cnsurc that it is in compliance with minimum selvency requirements, as well as other financial ratios prescribed by the National Association of Insurance
Coinmissivners. Caterpillar Life Insuranee Company provides stop loss insurance proteclion o a Missouri Voluntary Employeces® Beneliciary Association
{VEBA) trust used 1o {fund medical claims of salaried retirees of Caterpillar under the VEBA.

Caterpillar Insurance Co. Lid.. a wholly owned subsidiary of Caterpillar Insurunce Holdings Inc.. is a captive insurance company domiciled in Bermuda and
regulated by the Bermuda Monelary Authority. Cuterpillar Insurance Co. Ltd. is a Class 2 insurer (as defined by the Bermuda Insurance Amendment Act of 1995),
which primanly insures its parent and affiliates. The Bermuda Monctary Authority requires an Annual Financial Filing for purposcs of monitoring compliance
with solvency requircments.

Caterpillar Product Services Corporation (CPSC). a whotly owned subsidiary of Caterpillar, is a warranty company domiciled in Missouri. CPSC previously
conducted a machine extended service contract program in Germany and France by providing machine exicnded warranty reimburscinent protection to dealers in
Germany and France. The program was discontinued efTective January 1, 2013, though CPSC continues 1o provide extended warranty reimburscient protection
under exisling contracls.

Caterpillar Insurance Services Corporation, a wholly owned subsidiary of Caterpillar Insurance Holdings Inc.. is 2 Tenncssce insurance brokcrage company
licensed in alf 50 statws. the District of Columbia and Guam. It provides brokerage services for all propeny and casualty and life and healil: lines of business.

Caterpillar’s insurance proup provides protection for claims under the following prograins:

+  Contractual Liability Insurance to Caterpillar and its affiliates, Caterpillar dealers and original equiprent manufacturers (OEMs) for extended service
contracts (parts and labor) offered by Caterpillar, third party dealers and GEMs.

«  Cargo mnsurance for the worldwide cargo risks of Caterpillar products.

= Contractors” Eguipment Physical Damage [nsurance for equipment manufactured by Caterpillar or OEMs, which is leased, rented or sold by third party
dealers o custnmers.

+  General liability, employer’s liability, auto liability and prupenty insurance for
Caterpillar.

= Retirce Medical Stop Loss Insurance [or medical ¢laims under the VEBA.
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«  Brokcrage services for property and casualty and life and health
business.

Information related to acquisitions appears in Note 24 — “Acquisitions” of Part 1L, Item 8 "Financial Statemenis and Supplementary Daia.”
. itive Envi

Caterpillar products and product support services are sold worldwide into a varicty of highly competitive markets. Tnall markets, we compete on the basis of
product performance, customer service, quality and price. From time 1o time, the intensily of competition results in price discounting in a particular indusiry or
region. Such price discounting puls pressure on margins and can negatively impact operating profit. Qutside the United Staies, ceriain compelitors enjoy
competitive advantages inherent 1o operating in their home countries or regions.

' i @ nent Prod

W soutce our raw materials and manufactured components from supplicrs both domestically and imternationally. These purchases include unfonmed materials and
rough and finished parts. Unformed malerials include a varicty of steel products. which are then cul or formed to shape and machined in our facilities. Rough parts
include various sized steel and iron castings and forgings, which are machined to final specification levels inside our facilities. Finished pants arc ready to assemble
components, which are made either 10 Caterpillar specifications or (e supplier developed specifications. We machine and assemble some of the components used
in our machincs, cngines and powcr generation units and 10 support our afler-market dealer parts sales. We also purchase various gouds and services used in
production, logistics, offtces and product development processes, We maintain global strategic sourcing medels to meet our global facilities’ production needs
while building long-term supplier relationships and leveraging enterprise spend. We expect our suppliers 1o maintain. at all times. indusiry-leading levels of
yuality and the ability 1o timely deliver raw materials and component products lor our machine and enginc products. However, increases in demand have led (o
parts and componenis constraints across some products. We usc a variety of agreements with suppliers lo protect our intellectual property and processes to monitor
and wiligate risks of the supply base causing a busincss disruptivn. The risks monitored include supplicr financial viabifity. the ability 1o increasc or decrease
production levels, business continuily, quality and delivery.

Latents and Trademarks

W¢e own a number of paicnts and trademarks, which have been obtained over a period of years and relate 1o the preducts we menufacture and the services we
provide. These patents and trademarks are generally considered beneficial 1o our business. We do not regard our business as being dependent upen any single
patent or group of patents.

Order Backlog

The dollar amount ol backlog believed 1o be finm was approximately $13.7 billion aDecember 31, 2019 and $16.5 billion at December 31, 2018, Comparcd with
ycar-end 2018, the order backlog decreased across the three primary segments. Of the total backlog aDecember 31, 2019, approximately $3.8 billion was not
expected to be filled 1n 2024,

Dealers and Distributors

Our machincs are distributed principally through a worldwide organization of dealers {(dealer network), 46 located in the United States and 119 located ouiside the
United States, serving 121 countries. Reciprocating engines are sold principally through the dealer neiwork and 10 other manufacturers for use in products. Some
of the reciprocating engines manufactured by our subsidiary Perkins Engines Company Limited are also sold through its worldwide network of 67 distributors
covering 178 countries. The [FG Wilson branded clectric power genertion systems primarily manufactured by our subsidiary Caterpiltar Northem Ireland Limited
arc sold through its worldwide network of 150 distributors covering [09 countries. Some ol the large, medium specd reciprocating engines are also sold under the
MakK brand through a worldwide network of 20 distributors covering 130 countnes.

Our dealers do not deal exclusively with our products; kowever, in most cases sales and servicing of our products are the dealers’ principal business. Some
products, primarily turbines and locomotives, are sold directty to end customers through sales forces employed by the company. At times. these employees arc
assisted by independent sales representatives.
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While the large majority of our worldwide dealers are independently owned and operated, we own and operate a dealership in Japan 1hat covers approximatcly
80% ol the Japancse market: Nippon Caterpitlar Division. We are currently operating this Japanese dealer directly and its resuhts are reported in the All (iher
operating scgment. There are also three independent dealers in the Southern Region of Japan.

For Calerpillar branded products. the company's telationship with each of its independent dealers is memorialized in standard sales and service agrcements.
Pursuant 1o these agreements, the company grants the dealer the right to purchase and sell its products and to service the producis in a specified geographic service
territory. Prices to dealers ave established by (he company alier receiving input from dealers on transactional pricing in the marketplace. The company also agrees
to defend its inlellectual property and 1o provide warmanty and teghnical support 1o the dealer. The agreement further grants the dealer a non-exclusive license to
usc the company s trademarks, service marks and brand names. In some insiances, a separate trademark agreement exists between the company and a dealer.

In exchange for these rights, the agreement obligates the dealer ta develop and promote the sale of the company's products 1o current and prospeclive cuslomers in
the dealer’s service territory. Each dealer agrees to employ adequate sales and suppont persenne! to market, sell and promote the company s products, demonstrale
and exhibit the products, perform the company’s product improvement programs. inform the company concerning any fcatures that might affect the safe operation
ol uny of the company’s producls and maintain detwled books and recurds of the dealer’s financial condition, sales and inventories and make these books and
records available at the company's reasonable request.

These sales and service agreements are terminable at will by enher party primarify upen 90 days writien notice.
Employment
As of December 31, 2019, we employed abuut 102,300 full-time persons of whom approximately 38,700 were located outside the United States. In the United

States, we employed approximately 43,600 employces, most of whom are at-will employees and, therefore, not subject Lo any Lype of employment contract or

ngreement. Al scleet business units, certain highly specialized employees have been hired under employment contracts that specify a term of employment, pay and
other benefits.

Full-Time Employees at Year-End

2019 2018

Inside U.S. 43,600 44,600
Quiside U.S. 58,700 59.400
Total 102,300 104,000

By Region:
North America 43,900 44,900
LAME 18,400 18,000
Lalin America 16,400 17,300
Asia/Pacific 23,600 23,804
Toial 102 300 104,000

As of December 31, 2019, there were approximately 8.290 U.S, hourly production employees who were covered by collective bargaining agreemients with various
labor unions, including The United Automobile. Acrospace and Agricultural Implement Workers of America (UAW), The Intemational Asseciation ol Machinisis
and The United Steclworkers. Approximately 6,880 of such employees are covercd by collective bargaining agreements with the UAW that expire on December
17. 2020 and March 1. 2023. Outside the United States, the company enlers into cmployment contracts and agreements in those countries in which such

relationships are mandalory or cusiomary. The provisions of these agreements generally correspond in cach case with the required ur customary terms sn the
subject junisdiction.




Environmental Marters

The company is repulated by federal, statc and iniemational environmental laws goveming our use, transpori and disposal of substlances and control of emissions.
In addition to poverning our manufacturing and other operations, thesc laws often impact the development of our products, including, but not limited 10, requiced
compliance with air emissions standards applicable to interna! combustion engines. We have made. and will continue 10 make, significant research and
development and capital expenditures 10 comply with these emissions standards.

We are engaged in remedial acuvitics at a number of locations, oflen with other companies, pursuant to federal and state laws. When it is probable we will pay
remedial costs al a sitc, and thosg costs can be reasonably estimated, the investigation, remcdiation, and operating and maintenance costs of the remedial aclion arc
accrucd against our eamings. Costs are accrued based on consideration of currently available data and information with respect 10 each individual site, including
available iechnologies, current applicable laws and regulntions. and prior remediation experience. Where no amount within a range of estimales is inore likely, we
accrue the minimum. Where multiple potentially responsible partics are involved, we consider our proportionate share of the probable costs. In [ormulating the
estimate of probable costs, we do not consider amounts cxpected 1o be recovered from insurance companies or others. We reassess these accrued amounis on a
quarterly basis. The amount recorded for envirorunenial remediation is not material and is included in the linc item "Accrued expenses" in Statement 3 —
"Consolidated Financial Position at December 31" of Part I1, ltem 8 "Financial Statements and Supplementary Data." There is no more than a remote chance that a
material amount for remedial activitics at any individual site, or al all the sites in the agpregate, will be reguired.

Availahle [nfprmafion

The company (tles electrenically with the Securities and Exchange Commiission (SEC) required reports on Form 8-K, Form 10-(), Fonm 10-K and Form 11-K;
proxy materials; ownership reports for insiders as required by Section 16 of the Securities Exchange Act of 1934 (Exchange Act); registration stalements on Forms
S§-3 and S-8, as nccessary; and other forms or reponts as required. The SEC maintains a wehsite (www.scc.pov) thal contains reports. proxy and information
stalemenis, and other information regarding issuers that file electronically with the SEC. The company maintains a website {www .Caterpillar.com} and copics of
our annual report on Form 10-K, quarterly reports on Form 10-Q. current reports on Form &-K and any amendments 10 these repors filed or furnished with the SEC
are available free ol charge through our website (www. Caterpillar.com/scefilings) as soon as reasonably practicable afier filing with the SEC. Copies ol our board
committee charters, our board’s Guidelines on Corporate Govenance Issucs. Worldwide Code of Conduct and other corporate governance information are
available on our website (www.Caterpillar.com/governance). The informatiun contatned on the company’s websile is not included in, or incorporaied by reference
into, this annual report on Form 10-K.

Additional company information may be obtained as follows:
Current information -

+  view additional financial infonmation on-line at www.Caterpillar.com/en/investors/financial-
information. html

*  requesi, view or download maierials on-line or register for email alens at
www.Calerpillar.com/materialsrequest

Histarical information -

¢ view/download on-line at
www . Caterpillar.com/historical

Item 1A. Risk Factors.

The statemnents in this section describe the most significant risks (o our business and should be considered care{ully in conjunction with Part 1L, Item 7
“Management's Discussion and Analysis of Financial Cendition and Results of Operations™ and the “Notes to Consolidated Financial Statements™ of Part I, licm
# “Financial Starements and Supplesnentary Data™ to this Form 10-K. In addition. the statements in this section and other sections of this Form 10-K, including in
Par I1, ltem 7 “Management's Discussion and Analysis of Finaneial Condition and Results of Operations.” include "*forward-looking statements™ as that tenn is
defined in the Private Securilies Litigation Reform Act of 1995 and involve uncertaintics thal could significanily impact resulls. Forward-looking statements give
current expectalions or forecasts of fulure events about the company or our outlook. You can identify forward-looking statements by the fact they do not relue to
historical or current facts and by the use of words such as “bclieve,” “expect.” “estimate,” “anticipate,” “will be.” “should.” “plan.” “forecast.” “target.” “guide.”
“projecl.” “intend,” "could” and similar words or cxpressions,
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Forward-looking stalcments are based on assumptions and on known risks and uncerainties. Although we believe we have been prudent in our assumplions, any or
all of our forward-looking statements may prove to be inaccuratc. and we can make no gusrantecs about our future performance. Should known or unknown risks
or uncertaintics materialize or underlying assumptions prove inaccurate, actual results could materially differ frony past results and/or thosc anticipated, estimated
or projecied.

We undertake no obligation to publicly updale forward-looking statemenis, whether as a result ol new information, future evenis or otherwise. You should,
however, consult any subsequent disclosures we make in our filings with the SEC on Form 10-Q or Form 8-K.

The following is a cautionary discussion of risks, uncenainties and assumptions that we believe are significant (o our business. In addition 1o the factors discossed
clsewhere in this reporl, the following are some of the imporiant factors that, individually or in the apgregate, we believe could make our actual results differ
matcnially from thosc described in any forward-looking statemems. It is impossible to predict or identify all such factors and, as a result, you should not consider
the fellowing factors 10 be o complete discussion of risks. uncenainties and assumptions.

MACROECONOMIC RISKS
Our business and the industries we serve arc highly sensitive to global and regional economic conditions.

Our results of operations arc materially affected by cconomic conditions globally and regionally and in the particular industrics we serve. The demand for our
products and services ends 1o be eyclical and can be signifieantly reduced in periods of ecconoemic weakness characterized by lower levels of government and
business investment, lower levels ol business conlidence, lower corporate earnings, high real interest rates, lower credit activity or tighter credil conditions,
perceived or actlual industry overeapacity, higher unemployment and lower consumer spending. A prolonged period of cconomic weakness may also resuit in
increased expenses due 1 higher allowances for doubtful accounts and putential goodwill and asset impairment charges. Economic conditions vary across regions
and countries, and demand lor our products and services pencerally increases in those regions and countries experiencing economic growth and invesiment. Slower
economic prowth or a change in the global mix of regions and countrics experiencing economic grawth and investment could have an adverse cffect on our
busincss, results of operations and financial condition.

TFhe eaerpy. transportaiion and mining indusiries are major users of our products, including the coal, iron ore, gold, copper. oil and natural gas industries.
Customers in these industries frequently base their decisions to purchase our products and services on the expected future perforntance of these industnics, which in
um are dependent in part on commodity prices. Prices of comvmaodities in these industries are frequently volatile and can change abruptly and unpredictably in
respanse 1o gencral econemic conditions and trends, povernment actions, regulatory actions, commodity inventories, production and consumption levels,
technological innovations, commodity substitutions, marke! expectations and any disruptions 1n production or distribution or changes in consumption. liconomic
conditions afTecting the industrics we serve may in the future also lead 10 reduced capital expenditeres by our customers. Reduced capital expenditures by our
customers are likely 1o lead 10 a decrease in the demand for our products and services and may also result in a deerease in demand for aftermarket parts as
customers are likely (o extend preventative maintenance schedules and delay major overhauls when possible.

The rates of infrasiructure spending, commercial construction and housing starts also play a significant role in our results. Our products are ar integral component
of these activities, and as these activities decrease, demand for our products may be significantly impacted, which could negatively impact our results.

CommodIty price changes, material price increases, fluctuations in demand for our products, significant disruptions te our supply chains or significant
shortages of material may adverscly impact our financial results or our ability to meet commitments to cusiomers.

We are a significant user of steel and many other commmaoditics required [or the manulacture of our products. Increases in the prices of such comneditics would
increase our costs, negatively impacting our business, resulis ol operations and linancial condition il we are unable to fully ofTset the eftect of these increased cosfs
through price increases, produclivity improvements or cost reduclion programs.




We rely on suppliers 10 produce or secure material required for the manufacture of our producis. Production challenges at supplicrs. a disruption in deliveries 10 or
from supplicrs or decreased availability of raw malerials or commoditics could have an adverse effect on our abilily to meel our commitments 10 customers or
increase our operating costs. On the other hand. in circumstances where demand for our products is less than we expect, we inay expericnce excess inventorics
and be forced 1o incur additional costs and our profitabilily may suffer. Our business, competitive position, results of operations or linuncial condition could be
negatively impacted if supply is insufTicient for our operutions, if we experience excess inventories of if we are unable 10 adjus! our preduction schedules or our
purchases from suppliers to reflect ¢changes in customer demand and market fluctuations on a timely basis.

Changes In government monetary or fiscal policics may negatively impact our results

Most couniries where our products and services are sold have established central banks 10 regulate monelary sysiems and inflluence economic aclivities, generally
by adjusting inicrest rates. Interest rate changes afTect overall economic growth, which alfects demand for residential and nonresidential structures, as well as
energy and mined products, which in wm affects sales of our products and services that support these activities. [nterest rate changes inay also affect our
customers' ability Lo finance machine purchases, can change the optimal time 10 keep machines in a flect and can impact the ability of our suppliers to finance the
production of parts and components necessary 1o manufaciure and support our products. Increases in interest rales could negatively impact sates and create supply
chain inc{ficiencics.

Central banks and other policy arms of many counirics may take aclions to vary the amount of liquidity and credit available in an economy. The impact [fom a
change in {iquidity and credit policies could negatively effect the customers and markets we serve or our supplicrs, create supply chain inefficiencies and could
adversely impact our business. results ol operations and financial condition.

Changes in monetary and fiscal policies, along with other factors, may cause curreney exchange rates to fluctuate. Actions that lead the currency exchange rate of a
country where we manufacture products to increase relative to other currencies could reduce the competitiveness of products made in that country, which could
adversely affect our conpetitive position. results of operations and financial condition.

Government policies on 1axes and spending also affect our business. Throughout the world, povernment spending finances a significant portion of infrastructure
development, such as highways, rail systems. airports, scwer and waler systeins, waterways and dams. Tax regulations delermine asset depreciation lives and
impact the afler-tax returns on business activily and investment, both of which inlluence investment duecisions. Unfavourable developments, such as decisions to
reduce public spending or 1o incTease taxes, could negatively impact our results.

Our global operations arc exposed to political and economic risks, commercial instability and events beyond our control in the countries in which we
operate.

Qur global operations are dependent upon products manufaciured, purchased and sold in the U.S. and internationally, including in countries with political and
economic instability or uncenainly. This includes, for example, the uncenainty related (o the United Kingdom's withdrawal from the European Union (commonly
known as “Brexit™). Some countrics have greater political and economic volatility and greater vulnerability to infrastructure and labor disruptions than others. Qur
business could be negatively impacted by adverse fluctuations in freight costs, lintitations on shipping and receiving capacity, and other disruptions in the
transportalion and shipping infrastructure at imporiant geographic points of exit and entry for our products. Operating in different regions and countrics exposes us
lo a number of risks, including:

*  multiple and potentially con{licting laws, regulations and policics that are subject to
change;

= impositien of currency restrictions, restriciions on repatriation of camings or other
restraints:

*  imposition of ncw or additional tari{ls or quotas;

+  withdrawal from or mudilication of imde agreements or the negotiation of new trade
agreements:

«  imposition of new or additional trade and economic sanctions laws imposed by the U.S. or foreign
governments;

«  war or acts of terrorism; and

= political and economic instability or civil unrest that may severely disrupt cconomic activity in alTected
countrics.
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The occurrence of onc or more of these events may negatively impact our business, results of operalions and financial condition.
OPERATIONAL RISKS

The success of our business depends on our abitity to develop, produce and market quality products that meet our customers® needs.

Our business relies on continued global demand for our brands and products. To achicve business goals, we must develop and scH products that appeal 1o our
dealers. OEMs and end-user customers. This is dependent on o number ol [actors, inciuding our ability to maintain key dealer relationships. our ability 10 produce
products that meel Lhe quality, performance and price expectations of our cusiomers and our ability 1o develop cffective sales, advertising and marketing
programs. In addition. our continued success in selling products that appeal to our customers is dependent on leading-cdge innovation, with respect te both
products and operations, and on the availability and elTectiveness of lepal protection lor our innovations. Failure to continue to deliver high qualily, innovative,
compeltitive products 1o the marketplace, 1o adequately protect our intellectual property rights, to supply products thal meet applicable regulatory requirements,
including enginc cxhaust emission requirements or to predict market demands for, or gain market acceptance of. our products., could have a negative impact on our
business, resulls of operations and linancial condition.

We operale in a highly competitive environment, which could adversely affeet our sales and pricing,

We operale in a highly competitive environment. We compele on the basis of a varicty of factors. including product performance, customer service, quality and
pricc. There can be no assurance that our preducts will be able to compete successfully with other companics” products. Thus, our share of indusiry sales could be
reduced duc o aggressive pricing or product stralcgics pursued by competitors, unanticipated product or manulaciuring difliculties, our failure to price our
products competitively, our failure 1o produce our products al a competitive cost or an uncxpected buildup in competitors” new machine or dealer-owned rental
fleets. which could lcad to downward pressure on machine remtal rates and/or used equipiment prices.

Lack of customer acceplance ol price increases we announce [rom time lo time, changes in customer requircments for price discounls, changes in our customers”
behavior or a weak pricing cnvironment could have an adverse impact on our business, results of operations and financial condition.

In addition, our resulls and ability 10 compete may be impacted negatively by changes in our geographic and product mix of sales.
Increased informatign technology security threats and more sophisticated computer crime pose a risk 1o our systems, networks, products and services.

We rely upon information technalogy systems and networks, some of which are managed by third parties. in connection with a variety of business aclivities.
Additionally. we collect and store sensitive information relating to our business, customers, dealers, suppliers and employees. Operating these information
1echnology systems and networks and processing and maintaining this data in a secure manner, is critical o our business opcerations and sirategy. [nfonnatiou
technolopy security threats — rom user error Lo cybersecurity atlacks designed to gain unauthorized access 10 our systems, networks and data -- are increasing in
frequency and sophistication. Cybersecurily attacks may range from random attcimpts (o coordinated and targeted attacks, including sophisticated compulter crime
and advanced persistent threats. These threats pose a risk to the security of our systems and netwaorks and the confidentiality, availability and integrity of our data.
Cybersccurity attacks could also include attacks targeting customer data or the security. integrity and/or reliability of the hardware and soltware installed in our
products. It is possible that our intormation technology systems and networks. or those managed by third partics, could have valnerabilitics, which could go
unnoticed for a period of time. While various procedurcs and contrals have been and are being wiilized 1o miltgale such risks, there can be no guaraniee thal the
aclions and controls we have implemented and arc implementing, or which we cause or have caused third party service providers 1o implement, will be sufTicicnt Lo
pralect our systems, information or other property.




We have experienced cyber security threats and vulnerabilitics in our systems and thosc of our third party providers. and we have experienced viruses and attacks
targeting our information technolegy systems and networks. Such prior events, to date, have not had a material impact on our financial condition, resulis of
operations or liquidity. llowever. the potential consequences of a future material cybersecurity attack include repwiational damage. litigation with third partics.
government enforcement actions, penaklies. disruplion Lo systems, unauthorized release of confidential or otherwise protected information, corruption of data,
diminution in the value of our investmient in research, development and engincering, and increased cybersecurity protection and remediation costs, which in tum
could adversely affect our competitivencss, results of operations and financial condition. Due to the evolving nature of such sceurity threats, the potential impact of
any future inciden cannot be predicted. Further, the amount of insurance coverage we maintain may be inadequale to cover claims or liabilitics relaving 1o a
cybersceurity altack.

In addition, data we collect. slore and process is subject to a varicty of U.S. and international laws and regulations, such as the Europcan Union's General Data
Protection Regulation that became effective in May 2018, which may carmy significant potential penaliics for noncompliance.

Our business is subject to the inventory management decisions and sourcing practices of our dealers and our OEM customers.

Woe sell lnished products primarily through an independent dealer network and direetly 10 OEMs and are subject to risks relating to their inventory management
decisions and operational and sourcing practices. Both carry inventones of finished products as pant of ongoing operations and adjust those inventories based on
their assessments of future necds and market conditiens. including levels of used equipinent inventory and machine renual usage rates. Such adjustments may
impacl our results positively or negatively. [Tthe inventory levels ol our dealers and OT:M customers arc higher than they desire, they may postpone product
purchases from us, which could causc our sales to be lower than the end-uscr demand for our products and negatively impact our results. Similarly, our resulis
could be negatively impacted through the loss of time-sensitive sales if our dealers and OEM customers do not inainain inventory levels sufficicnt to mect
customer demand.

We may not realize all of the anticipated benefits of our acquisitions, joinl ventures or divestiturcs, or these bencfits may take longer to realize than
cxpected.

In pursuing our busincss stratcgy, we routinely evaluate targets and enter into agrecnents regarding possible acquisitions, divestitures and joint ventures. We ofien
compete with others tor the samce opportunities. To be successful, we conduct due diligence to identify valuation issucs and potential loss contingencics. negotiale
Lransaclion lerms, complete complex transactions and manage post-closing matters such as the fniegration ol acquired businesses. Further. while we seek o
mitigate risks and liabilitics of such transactions through duc diligence, among other things, there may be risks and tiabilitics that our due diligence cfforts fail (o
discover, that are not accurately or completely disclosed to us or that we inadequately assess. We may incur unanticipated costs or cxpenscs following a completed
acquisition, including post-closing assel impairment charges, cxpenses associated with eliminating duplicate facilitics, litigation, and other liabilities. Risks
associaied with our past or future acquisitions also include the lollowing:

*  the failure to achieve the acquisition’s revenue or profit
forecast:

= the business culture of the acquired busincss may not match well with our
culture;

+ technological and product synergics, economics of scale and cost reductions may nol gccur as
expected;

= unfloreseen expenses, delays or conditions may be imposed upon the acquisition, including duc to required regulatory approvals or
CUNSCNIS:

= we may acquire or assume unexpeeted liabilities or be subject 10 unexpected penaltics or other enforcement
aclions;

«  faulty assumptions may be made regarding the macroeconomic envirommnent or the integration
pracess;

= unforeseen difMiculties may arise in inlegrating operalions, processes and
syslems:

*  higher than expected investments may be required te implement necessary complianee processes and related systems, including information 1echnology
sysiems, accounting systems and internal controls ever [inancial reporting;

*  we may [ail lo retain, motivale and miegrale key management and other employees of the acquired
business:

+  higher than expected costs may arise due 1o unforeseen changes in tax, trade, environmental, labor, safety, payroll or pension policies in any jurisdiction
in which the acquired business conducts its operations; and
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= we may experience problems in retaining customers and inlegrating customer
bascs.

Many of these factors will be outside of our control and any one of them could result in increased costs, decreases in the amount of expected revenues and
diversion of management's time and altention. They may also delay the realization of the benelits we anticipale when we enler inlo a transaction.

In order to conserve cash for operations, we may underiake acquisitions financed in part through public offerings or private placements of debt or equity securities.
or other arrangements. Such acquisition Ninancing could result in a decrease in our carnings and adversely affect other leverage measures. 1T we issue cquity
sceurities or equity-linked securities, the 1ssucd securitics may have a dilutive effect on the interests of the holders of our common shares.

Failurc 1o implement our acquisition strategy. including successfully integrating acquired businesses, could have an adverse clfcct on our business, financial
condition and results ol operations. Furthermore, we make strategic divestitures from time 1o time. In the case of divestilures, we may agree 10 indemnify acquiring
parties for certain liabilities arising fromn our former businesses. These divestirures may also result in continued financial invelvement in the divested businesses
following the transaction, including through guaramtees or other inancial amangements. Lower performance by those divesled businesses could affect our future
financial results.

Union disputes or other labor matters could adversely affect our operations and financial results.

Some of our employees are represented by labor unions in @ number of countries under various collective bargaining agreements with varying durations and
expiration dates. There can be no assurance that any current or future issues with our employces will be resolved or that we will not encounter future strikes, work
stoppages or other disputes with labor unions or our cmployces. We may not be able 10 satisfactorily renegotiate collective bargaining agreements in the United
States and other countries when they expire. [ we fail to renegotiate our existing collective bargaining agreements, we could encounter strikes or work sloppages
or other disputes with labor unions. In addition, existing collective bargaining agreements may not prevent a strike or work stoppage at our facilities in the future.
We may also be subject to gencral country strikes or work stoppages unrelated 1o our business or collective bargaining agreements. A work stoppage or other
limitations on production at our [acilities for any reason could have an adverse effuct on our business, results of operations and financial condition. In addition,
many of our customers and suppliers have unionized work forces. Strikes or work sloppages experienced by our customers or suppliers could have an adverse
cffect on our business, results of operations and financial condition.

Unexpecied events may increase our cost of deing business or disrupl cur operations.

The vccurrence of onc or more unexpected events, including war. acls of lerrorism or violence, civil unrest. fires, tornadoces, tsunamis, hurricanes, earthquakes,
floods and ether forms of severe weather in the United States or in other countries in which we operate or in which our suppliers are located could adversely affect
our operations and financial perfonmance, Natural disasters. pandemic illness. including the current COVID-19 outbreak, equipment failures, power outages or
other unexpected events could resuli in physical damage 1o and compleie or panial closure of one or more of cur manufaciuring facilitics or distribution centers,
temporary or long-term disruption in the supply of component products lrom some local and international suppliers, and disruption and delay in the transport of
our producits Lo dealers, end-users and distribution centers. LExisting insurance coverage may not provide protection for all of the costs that may arise from such
events.

FINANCIAL RISKS
Disruptions or volatility in global financial markets could limit our sources of liquidity, or the liquidity of our customers, dealers and suppliers.

Continuing to meet our cash requirements over the long-term requires substantial liquidity and access Lo varied sources of funds, including capital and credit
markeis. Global economic condilions may cause volatility and disruptions in the capital and credit markets. Market volatility, changes in counterparty credit risk,
the impact of governmenl inlervention in hinancial markets and general economic conditions may also adversely impact our ability to access capital and credit
markets to fund operating needs. Global or regional economic downtums could cause financial markets to decrease the availability of liquidity. credit and credit
capacity lor certain issuers, including certain customers, dealers and suppliers. An inability to access capital and credit markels may have an adverse effect on our
business. results ol operations, Minancial condition and competitive position. Furthermore, changes in global cconemic conditions. including malerial cost increases
and decreases in economic activity in key markets we serve, and the success of plans 1o manage cost increases, inventory and other impontant ¢lements of our
business may significantly impact our ability 1o generate funds from operations.
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1n addition, demand for our products gererally depends on customers” ability to pay for our products. which. in turn, depends on their access Lo funds. Changes in
global cconomic conditions may result in customers experiencing increased difficulty in generating funds from operations. Capital and credit market volatility and
uncertainty may causc financial institutions Lo revise their lending standards, resulting in customers® decreased access to capital. If capital and credit market
volatility oceurs, customers' liquidity may decline which, in tum, would reduce their ability 1o purchase our products.

Failure to maintain our credit ratings would increase our cost of borrowing and cou!d adversely affect our cost of funds, liquidity, competitive position
and aecess lo capital markets.

Each of Caterpillar's and Cat Financial's costs of borrowing and their respective ability Lo access the capital markets are affected not only by market conditions but
also by the short- and long-term credit ratings assigned to Lheir respective debt by the major credit rating agencics. These ratings are based, in significant part, on
cach of Caterpillar’s and Cat Financial's performance as measured by financial metrics such as net worth, interest coverage and leverage ratios, as well as
transparency with rating agencies and timeliness of financial reporting. There can be no assurance that Caterpillar and Cat Financial will be able 1o maintain their
credit ratings. We receive debt ratings from the major credil rating agencies. Moody's

long- and short-term ratings ol Caterpillar and Cat Financial are A3 and Prime-2 (“low-A"™). whilc other major credil rating agencies maintain a “mid-A" debt
rating. A downgrade of our credit rating by any of the major credit rating agencies would result in increased borrowing costs ond could adverscly affect
Caterpillar’s and Can Financial’s liquidity, competitive position and access o the capital markets, including restricting, in whole or in part, access 10 the
commercial paper markel. There can be no assurance thal the commercial paper market will continue 10 be a reliable source of short-lerm {inancing for Cat
Financial or an available source of shori-term financing for Caterpillar. An inability to access the capital markets could have an adverse effect on our cash flow,
results of operations and financial condition.

Our Financial Products segment Is subject (o risks associated with the financial services industry.

Cal Financial is sighificant to our operations and provides financing suppon fur a significant share of our global sales. The inability of Cat Financial 1o access
funds 10 support its financing activilics 1o our customers could have an adverse effect on our business, results of operations and financial condition.

Conlinuing to meet Cal Financial's cash requirements over the long-lerm could require substantial liquidity and access lo sources ol lunds, including capital and
credit markets. Cat Financial has continued 10 mainlain access to key global medium term note and commercial paper markets, but there can be no assurance that
such markets will continue to represent a reliable source of financing. 1f global economic conditions were 10 deteriorate, Cat Financial could face materially higher
financing costs. become unable 1o access adequate [unding 1o operate and grow its business and/or mect its debt service obligations as they mature, and be required
1o draw upon contractually committed lending agreements andfor seck other funding sources. However, there can be no assurance that such agreements and other
funding sources would be available or sufficiemt under extreme marker conditions. Any of these events could negatively impact Cat Financial's business, as well
as our any Cat Financial's results of operations and financial condition.

Market disruption and volatility may also lead 10 a number of other risks in connection with these cvents, including but not limited to:

+  Market developmenis that may alTect customer confidence levels and cause declines in the demand for financing and adverse changes in payment
pattems, causing increases in delinguencics and default rates, which could impact Cat Financial's write-ofis and provision for credit losses,

*+  The process Cat Financial uses 1o estimate losses inherent in its credit exposure requires a high degree of management’s judgment regarding numerous
subjective qualitative factors, including forecasis ol cconomic conditions and how cconomic predictors might impair the ability of its borrowers 1o repay
their loans. Financial markel disruption and volatility may impact the accuracy ol these judgments,

= Cat Financial’s ability to engage in routine lunding transactions or borrow from other financial institutions on acceptable terms or at all could be
adversely afTected by distuptions in the capital markets or other cvents, including actions by rating agencies and detcriorating investor expectations.

»  As Cart Financial’s lending agreewments arc primarily with finaneial institutions, their ability to perform in accordance with any of its underlying
agrecments could be adversely affected by market volatitity and’or disruptions in financial markets.
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Changes in interest rates or market liquidity conditions could adversely affect Cat Financial's and our earnings and/or cash flow.

Changes in interest rates and market liquidity conditions could have an adverse imipact on Cat Financial’s and our camings and cash flows. Because a significant
number of the loans made by Cat Financial are made at {ixed interest rates, its business results arc subject to fluctuations in interest rates. Certain loans made by
Cal Financial and various financing extended 16 Cat Financial are made at variable rates that use LIBOR as a benchmark for establishing the interest rate. LIBOR
is the subject of recent proposals for reform. On July 27, 2017, the United Kingdom's Financial Conduct Authority announced that it intends to stop persuading or
compelling banks (o submit LIBOR rates after 2021, These reforms may eause LIBOR 1o ceasc o ¢xist, new mcthods of calculating LIBOR to be esiablished such
that LIBOR continues to exist afler 2021 or the establishment of un alternative refcrence rale(s). Several ofTerings of securitics that include such an alternative
reference rate have now been completed by other companies. The conscquences of these developments cannot be entirely predicted and could have an adverse
impact on the market value (or or value of LIBOR-linked securities, loans, derivatives, and other (inancial obligations or extensions of credit held by or due 10 Cat
Financial, as wcl as the revenue and expenses associated with those securities. loans and financial instruments. Cat Financial has created a cross-functional team
that will asscss Tisk across multiple categories as it relates to the use of LIBOR in securitics, loans. derivatives, and other financial obligations or cxtensions of
credit held by or due 1o us. The enm is also closcly monitoring the progress of LIBOR reform and preparing to incorporate appropriate fallback language (or
transitioning (o an aliernative reference rate(s) into new agreements with customers. The team is reviewing how to best manage those cusiomer agreements that
cxtend beyond 2021 and utilize LIBOR. Other changes in market interest rates may influence Cat Financial s borrowing costs and could reduce its and our
carnings and cash flows. retumns on financial invesunents and the vatuation of derivative contracts. Cat Financial manages interest rate and market liquidity risks
through a variety of techniques that include a match funding sirategy, the selective use of derivatives and a broadly diversificd funding program. There can be no
assurance. howcever, that (luctuations in inlerest rates and market liquidily conditions will not have an adverse impact on its and our eamings and cash flows. If any
of the variety of instruments and strategics Cat Financial uscs to hedge its exposurc 1o these types of risk is incfTective, this may have an adverse impact on our
camings and cash flows. With respect lo Insurance Services” invesument activities, changes in the equity and bond markets could result in a decline in value of its
investment porifolio. resulting in an unfavorable impact to carnings.

An Increase In delinquencies, repossessions or net losses of Cal Financial customers could adversely affect its results.

Inhcrent in the operation of Cat Finaneial is the credit risk associated with its customers. The creditworthiness of cach cusiomer and the rate of delinquencies.
repossessions and net losses on customer obligations are directly impacted by several faclors, including relevant industry and economic conditions, the availabilivy
ol capital, the experience amd expertise of the customer's management team, commaodity prices, political events and the sustained value of the underlying collateral.
Any increase in delinguencics. repossessions and net losses aa customer obligations could have a material adverse effect on Cat Financial's and our camings and
cash flows. in addition, although Cat Financial evaluates and adjusis its allowance for credit Josses related Lo past due and non-perfonning receivables on a regular
basis, adverse economic conditions or other factors that nvight cause deterioration of the financial health of its customers could chanye the timing and level of
paymenlts received and necessilate an increase in Cat Financial's estimated losses, which could also have a material adverse effect on Cat Financial's and our
carnings and cash flows.

Currency exchange rate fluctuations affect our results of operations.

We conducl operations in many countries involving transactions denoinated in a variety ol currencies. We are subject w currency exchange rate risk o the extent
that our cosis are denominated in currencies other than those in which we carn revenucs. Fluctuations in currency exchange rates have had, and will continue 1o
have, an imipact on our results as expressed o U.S. dollars, There can be no assurance that currency cxchange rate fluctuations will not adversely afTect our results
of operations. financial cundition and cash flows. While the use of currency hedging imstruments may provide us with protection from adverse fluctuations in
currency exchange rates, by utilizing these instruments we potenlially forego the benefits that might result from favorable {luctuations in currency cxchange rates.
In addition, our outlooks do not assume fluctuations in currency exchange rates. Adverse fluctuations 1n cutrency exchange rales from the datc of our outlooks
could cause our actua) resuhs to differ materially from thosce anticipated m our outlooks and adversely impact our business, results of operations and financial
condition.

We also face risks arising from the imposition of exchange controls and currency devaluations. Exchange controls may limit our ability 1o convert foreign
currencies into U.S. dollars or 1o remit dividends and other payments by our foreign subsidianes or businesses located in or conducted within a country imposing
controls. Currency devaluations result in a diminished valee of funds denominated i the currency of the country instituting the devaluation.
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Restrictive covenants in our debt agreements could Himit our financial and operating {lexibility.

We maintain 2 nuinber of credit facilitics 1o support genceral corporate purposes (facilities) and have issued debt sceuritics to manage liquidity and fund operations
(debt sccurities). The agreements relating to a number of the facilities and the debt securities contain centain restrictive covenanis applicable 1o us and certain
subsidiaries, including Cat Financial. Thestc covenants include maintaining a minimem consolidated net worth (defined as the consolidated sharcholder's equity
including preferred stock but excluding the pension and other post-retirement benefits balance within accumulated other comprehensive income (loss)), limitations
on the incurrence of liens and centain restrictions on consolidation and merger. Car Financial has also agreed under cenain ef these agreements nol 1o exceed a
cerlain leverage ratio (consolidated debl o consolidated net worth, calculated (1} on a monthly basis as the average of 1he leverage mtios determined on the last
day of each of the six preceding calendar months and {2} at cach December 3 1), to maintain a minimum interest coverage ratio (profit excluding incomce taxes,
interest expense and net gaind(loss) from interest rate denvatives to interest expense, calculated at the end of cach celendar quarier [or the rolling four quarter
period then most recently ended) and not 10 lerminate, amend or modify its suppont agreermnent with us.

A breach of one or mtore of the covenants could result in adverse conscquences that could negatively impact our business, results of operations and financial
condition. These consequences may include the acceleration of amounts owstanding under certain of the facilities, inggering of an obligation le redeem cenain
debt securities, lermination of existing unused commitments by our lenders. refusal by our lenders (o extend further eredis under onc or more of the facilities or 10
enter into new facilitics or the lowening or modification of our credit ratings or those of one or more of our subsidiaries.

Sustained increases in funding obligations under our pension plans may impair our liquidity or financial condltion.

We maintain ceriain defined benefit pension plans fur our employees, which iimpose on us certain funding obligations. In detennining our future payment
obligations under the plans, we assumc certain rates ol return on the plan asscls and a cenain level of [uture benefit payments. Significant adverse chanpes in credit
or capital markets could result in actual rates of return being materially lower than projected and result in increased contribution requirements. Qur assumplions
for future benefit payments may also change over time and could be materially higher than originally projecied. We expect to make contributions 10 our pension
plans in the luture, and may be required 10 make contributions that could be material. We may fund contributions ihrough (he usc of cash on hand, the proceeds of
borrowings, shares of our common stock or a combination of the forepoing, as permitted by applicable law. Our assumptions for fulure benefit payments may
change over 1ime and could be materially higher than projected. These factors could significantly increase our payment obligations under the plans, and as a result,
adversely afTect our business and overall Minancial condition.

LEGAL & REGULATORY RISKS
Qur global operations arc subject to a wide-range of trade and anti-corruption laws and rcgulations,

Duc to the international scope of our operations, we are subject W a complex system ol import- and export-related laws and regulations. including U.S. regulations
issued by Customs and Border Protection, the Burcau of Industry and Sccurity, the OfTice of Antiboycott Compliance, the Directoraie of Deflense Trade Controls
and the Office of Foreign Assets Control, as well as the counterparis of thesc agencics in other ¢ountrics. Any alleged or actual violalions may subject us o
increased government scrutiny, investigation and civil and criminal penaliics, and may limil our ability 1o imporl or export vur products or o provide services
outside the United States. Furthermuore, embargoes and sanctions imposed by the U.S. and other govemiments restricting or prohibiting salcs 10 specilic persons or
countrics or based on product classification may exposc us to potential criminal and civil sanctions. We cannot predict the nature. scope or eflect of {ulure
regulatory requircments o which our operations might be subject or in cerlain locations the manner in which existing laws might be administered or interpreted.

In adduion, the U.S. Foreign Corrupt Practices Act and similar [oreign anti-corruption laws generally prohibit companies and their intermediarivs from making
improper payments or providing anything of value 10 improperly influence foreign government officials for the purpose of obtaining or retaining business, or
obtaining an unfair advontage. Recent years have seen a substantial increase in the global enforeement of anti-corruption laws. Our operations outside the United
States. including in developing countries, expose us 1o the the risk of such vielations. Violations of anti-corruption laws or repulations by aur cmployees,
intermediarics acting on our behalf, or our joim venure partners may result in severe criminal or eivil sanctions, could disrupt our business. and result in an
adverse effect on our reputation, business and resulis of operations or financial condition.
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International trade policies may impact demand for our products and eur competitive position.

Govermment policies on international trade and investment such as import quotas, capital controls or tariffs. whether adopted by individual governiments or
addressed by regional trade blocs, can affect the demand for our products and services, impact the competitive position of our products or prevent us from being
able to sell products in eertain countrics. The implementation of mare restrictive trade policics, such as mare detailed inspections, higher tarifTs or new barricrs (o
cntry. in countrics where we sell large quantities of products and services could negatively impact our business. results of operations and financial condition. For
example, a government’s adoption of “buy national” policics or retaliation by another govermment against such policies could have a negative impact on our
results of operations.

We may incur additional tax expense or become subject to additional tax exposure.

We are subject to income 1axes in the United Stales and numerous other jurisdictions. Our furure results of operations could be adversely affecicd by changes in the
effective tax rate as a result of a change in the mix of camings between U.S. and non-U.S. jurisdictions or among jurisdictions with differing statulory 1ax rates.
changus in our overall prolitability, changes in 1ax laws or treaties or in their applicalion or inlerpretation, changes in 1ax rates, changes in generally accepted
accounting prnciples. changes in the valuation of deferred 1ax assets and liabilities, changes in the amount ol camings indefinitely reinvesied i cerain non-U.S.
jurisdictions, 1he results of audits and examinations of previously filed tax retumns and continuing assessments of our tax exposures. We are also subject to the
continuous examination of our income tax returns by the U.S. Intemzl Revenue Service and other tax authorities. We regularly assess the likelihood of an adverse
outcome resufting {rom these examinations. | our effective tax rates were 1o increase, or il the ullimate determination of cur taxes owed is {or an amounl in CXcess
of amounts previously accrued, our operating results, cash flows and financial condition could be adversely affected. For information regarding additional legal
matiers related to our taxes, please see Note 6 — “Income laxes™ and Note 22 — “Environmental and legal marers™ of Part I, Ttem & “Financial Statements and
Supplementary Data” (o this Annual Report on Form [0-K.

Costs associaied with lawsuits or investigations or odverse rulings in enforcement or other legal procecdings may have an adverse effect on our results of
operations.

We are subject to a variety of legal proceedings and legal compliance risks in virtually every part of the world. We [ace risk of exposure 1o various lypes of claims,
lawsuits and government invesligahions, We are involved in various claims and lawsuits related to product design, manulaciure and perlormance liability
(including claimed asbestos exposure), contracts, cmployment issues. enviconmental mallers, intelleclual property rights, tax, securitics and other legal proccedings
that arise in and owside of the erdinary course of our business. The industries in which we operate are also perodically reviewed or investigated by regulators.
which could Icad (o enlorcement actions, fines and penalties or the assertion of private litigation claims. 1t is not possible to predict with certainty the outcome of
claims, investigations und lawsuits, and we could in the future incur judgments. [ines ar penalties or enter imo setilements of lawsuits und claims that could have au
adverse effect on our repuiation. business, results of operations or financial condition in any particular period.

The global and diverse nature e our operations means that legal und compliance nsks will continue 1o cxist and additional legal proceedings and other
contingencics, the outcome of which cannot be predicicd with certainty, may arise from time to time. In addition, subsequent developments in legal proceedings
may aflect our assessmem and cstimates of loss contingencies recorded as a reserve and require us o make payments in excess of our reserves. which could have
an adverse effect on our reputation, business and resulis of operations or linancial condition,

New regulations or changes in (inancjal services repulation could adversely impact Caterpillar and Cat Financial.

Cal Financial’s operations are highly regulated by govemmental authorilics in the locations where it operales, which can impose significant additional costs andior
restrictions on its business. In the United States, for example, centain Cat Financial activities arc subject 1o the U.S. Dodd-Frank Wall Street Reform and Consumer
Protection Act{Dodd-Frank}, which includes extensive provisions regulating the financial services industry. As a result, Cat Financial has become and could
conrinue 10 become subject to additional regulatory costs that could be significant and have an adverse effect on Cat Financial’s and cur results of operations and
financial condition. Changes in regulations or additiona) regulations in the United States or internationally impacting the financial services industry could alse add
significant cost or operational constraints that nught have an adverse cffect on Cat Financial's and our results of eperations and financial condition.
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We are subject to stringent environmental laws and regulations that impose significanl compliance costs.

Our facilitics. opertions and products are subject to increasingly stringeat environmental laws and regulations globally, including laws and regulations goveming
emissions lo noise, air. relcases to soil and discharges 1o walter and the generation, handling, sterage, transpertation. treatment and disposal of non-hazardous and
harardous wasle malerials. Some environmenial laws impose strict, retroactive and joint and several liability for the remediation of the release of hazardous
substances. cven for conduct that was lawful at the time it occurred, or for the conduct of, or conditions caused by, prior operators, predecessors or other thind
partics, Failure to comply with environmental laws could cxposc us Lo penaltics o clean-up costs, civil or criminal liability and sanctions on certain of our
aclivilics, as well as damage to propeny or natural resources. The potential liabilities, sanctions, damages and remediation efTorts related 10 any nen-compliance
with such laws and regulations could negatively impact our ability to conduct our operations and our financial condition and results of operauons. In addition, there
can be no assurances thal we will not be adversely affected by costs, liabilities or claims with respect to existing or subsequently acquired operations or under
present laws and regulations or those that may be adopted or imposed in the (uture.

Environmental laws and regulations inay change from time to time, as may related interpretations and other guidance. Changes in environmenial laws or
regulations could result in higher expenses and payments. and uncertainty relating to environmental laws or regulations may also affect how we conduct our
operatiens and siructure our investments and could limit our ability o enforce our rights. Changes in environmental and climate change laws or regulations,
including laws relating to greenhouse gas emissions, could lead 1o new or additional invesument in product designs and could increase cnvironmental compliance
expenditures, Changes in climate change concerns, or in the regulation of such concerns, including greenhouse gas emissions, could subject us to additionzl costs
and resirictions, including increased enetgy and raw malerials costs. IF environmental laws or regulations are either changed or adopted and impose significam
operational restrictions and compliance requirements upen us or our products, they could negatively impact our repulation, business, capital expenditures, resulls
ol operations, [inancial condition and competitive position.

Item 1B. Unresolved Staflf Comments.

None.
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Item 1C. Executive Officers of the

Reglstrant.

Name and age

Present Caterpillar [nc. position
and date of initial electlon

Principal positions held during 1he
past five years if other than
Caterpillar Inc. postilon carrently held

D. James Umpleby 111 {61)

Chairman of the Board (2018) and Chiel Exccutive OfTicer
(2017}

Group President (2013-2016)

Andrew R.J. Bonfield (57)

Chiel Financial OiTicer (2018)

Group Chicf Financial OfTicer for a multinational
electricity and gas utility company (2010-2018)

Bob De Lange (50}

Ciroup President (2017)

Vice President (2015-2016), Worldwide Product
Manager, Medium Whee! Loaders, (2013-2014)

Denise C. Johnson (53)

Group President (2016)

Vice President (2012-2016)

William P. Ainsworth (63)

Group Presidem (2019)

President/CEO, Progress Rail & Senior Vice President
and Strategic Advisor 1o Caterpillar Inc. (2017-2019),
President/CEQ, Progress Rail - Vice President (2014-
2017y

Ramin Younessi (55)

Group President {2018)

Vice President (2013-2018)

Suzelie M. Long (54)

Chief Legal Officer, General Counsel and Corporate
Secretary (2017)

Interim Executive Vice President, Law and Public Policy
(2017}, Deputy General Counsel (2013-2017)

Cheryl C. Johnson (59}

Chicef Human Resources Officer (2017

Executive Vice President of Human Resources for a
gltobal multi-industry acrospace, defense and indusinial
manufaciuring company {2012-2017)

G. Michael Marve] (5R)

Chief Accounting Oflicer (2019)

Director of Corporale Financial Reporting {2018-2019),
Chiel Financial QMicer tor Solar Turbings Incorporated
(2013-2018})

ltem 2. Properties.

General Information

Caterpillar’s operations are highly integrated. Ahhough the majority of our plants are involved primarily in production relating 10 our Construction [ndustries.
Resource Industries or Unergy & ‘I'ransportation segmoents, several plants are involved in manufacturing relating to more than one business segment. [n addition,
scveral plants reported in our financial statements under the AN Other segiment are involved in the manufacturing of componenis that are used in the assembly of
products for more than one business segment. Caterpillar’s parts distribution centers are involved in the storage and distribution of pans for Construction
Industries. Resource Industries and Energy & Transportation. The research and developmeni activities carried on al our Technical Center in Mossville, llinois
involve products lor Construction [ndustries. Resource [ndustries and Enerpy & Transpertation.

We believe the propertics we own 1o be generally well maintained and adequate for present use. Through planned capital expenditures, we expect these properties
10 remain adequate for future needs. Propertics we lease are covered by leases expiring over lenns of generally one 1o ten years. We do nol anticipate any
difticulty in retaining occupancy ol any leasced Iacilitics, cither by rencwing leases prior 1o expiration or by replacing them with equivalent leased facilities.

Qur corporate headguarters are in leased ofTices located in Deerfield, [inois. Our Financial Products business is headquanered in offices in Nashville. Tennessee.
Adduiional key ofTices are located inside and outside the United States.

5 i s v

We operate Technical Centers locuted in Mossville, Hlinois: Wuxi. China; and Chennai. [ndia. Our demonstration centers arc located in Tinaja Hills, Arizona;
Lidwards, lltinois: Chichibu, Japan and Malaga, Spain. We have various other technical and training centers, demonsirauen areas and proving grounds located both

inside and cutside the United Siates.
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siribufio
Distrnibution of our parts 1s conducted from parts distribution centers inside and outside the Uniled States. We operate parts distribution cenlers in the following
locations: Arvin, Catifomnia; Denver, Celorado; Miani, Florida: Atlanta, Georgia: Morton, [llinois; St. Paul, Minnesota; Clayton, Ohio; York, Pennsylvania;
Waco, Texas; Spakane, Washington; Melbourne, Australia; Queensland, Austrolia; Grimbergen, Belgium; Piracicaba, Brazil; Shanghai. China; Sagami, Japan:
San Luis Potosi, Mexico: Singapore, Republic of Singapore; Moscow, Russia; Johannesburg, Seuth Aftica; and Dubai, United Arab Emirates. We also own or
lease other facilities that support our distribution aclivitics.

HrTH| 0 15
Remanufaciuring of our products is reperted in our Energy & Transportation segment and is conducted primarily at the facilities in the following locations:
Franklin, Indiana; Bogor, Indonesia; Corinth, Mississippi; Prentiss County, Mmmmpl West Fargo, Nonh Dakoia; Pirecicaba, Brazil; Shanghai, China; Nuevo
Larcdo, Mexice; and Shrewsbury, United Kingdom.

Component manufacturing is reported in the All Other segment and is conducied primarily m facilitics in the following locations: Fast Peoria, llinois; Mapleton,
llinois: Peoria, [Tlinois: Bogor, Indonesia; Menominee, Michigan; Boonville. Missouri; West Plains. Missouri; Goldshore, North Carolina; Sumter. South
Carolina; Tianjin, Chtna; Xuzhou, China; Atessa, llaly; Bazzano, laly; Frosinone, ltaly; San Eusebio. laly; Ramos Anzpe, Mexico; Pyconglack, South Korea:
and Skinningrove, United Kingdom.

We also leasc or own other facilities that support our remanufacturing and component imanufacturing activities.

Manufacturing
Manufacturing of products for our Construction Indusinies, Resource Industries and Energy & Transporation segiments is conducied primarily at the locations
listed below. These facilitics are believed Lo be suitable for their intended purposes, with adequate capacities for current and projected needs for existing products.

Qur principal manufacturing facilities include those used by the following segments in the following locations:
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Sepment

U.S. Facilities

Facilities Qutside the U.S.

Constroction Industries

Resaurce lndustiries

Energy & Transporiation

Arkansas: North Little Rock
Georgia: Athens, LaGrange
ilinois: Decatur, East Peoria
Kansas: Wamepo

Minnesota: Brooklyn Park

North Carolina: Clayion, Sanford
Texas: Vicloria

Nlinois: Aurora, Decatur, East Peoria, Joliet
South Carolina: Sumter

Tennessee: Dyersbury

‘Texas: Denison

Wisconsin: South Milwaukee

Alabama: Alberiville, Monigomery
California: San Dicgo
Georgiu: Grilfin

IMinois: Island Lake, LuGrange, Mossville. Mapleton,
Pontiac

Indiana: Lafayetie, Muncie
Kentucky: Decoursey, Mayfield
Okluhoma: Broken Arrow
North Carollna: Winston-Salem

Texas: Channclview, DeSelo, Mabank, San Anlonio,
Scheriz, Seguin, Sherman

Brazil: Campo Largo, Piracicaba
China: Suzhou, Wujiang, Xuzhou. Qingzhou
France: Grenable, Echirolles
Hungary: Godollo

India: Thiruvallur

Indonesia: Jakara

Italy: Minerbio

Japan: Akashi

Mexico: Torreon

Netherlands: Den Hosch

Poland: Janow, Sosnowiec
Thailand: Rayong

United Kingdom: Desford, Siockion

China: Wuxi

Germany: Dortmund, Luncn

India: Thiruvallur

Indoncsia: Batam

Italy: Jesi

Mexico: Acuna, Monlcrrey, Reynosa
Russia: Tosno

Thalland: Rayoung

United Kingdom: Peterlee, Springvale

Australia: Cardiff. Perth, Redbank, Revesby

Brazil: Curitiba, Hortolandia, Piracicaba, Seie Lagoas
China: Tianjin, Wuxi

Czech Republie: Zatec, Zebrak

Germany: Kicl, Mannheim, Rostock
India: Aurangabad. Hosur

Italy: Pistoria

Mexico: San Luis Potosi, Tijuana
Republic of Singapore: Singapore

Sweden: Ockero slands

United Kingdom: Lamne, Pelerborough, Sandiacre, South

Queensferry, Stafford. Wimborne




Tabl ‘ontent
Item 3. Legal
Proceedlngs.
Centain legal proceedings in which we are involved are discussed in Note 22 — "Environmental and legal matters™ of Part 11, Item 8 "Financial Statements and
Supplementary Dala" and should be considered an integral part of Part [, Item 3 "Lepal Proceedings.”
Item 4. Mine Safety Disclosures.

Not applicable.

PART 1
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issoer Porchases of
Equity
Securitics.
ommeon 5 ; CA

Listing Information: Cmerpillar common stock is listed on the New York Stock Exchange in the United States. and on stock exchanges in France and
Switzerland.

Number of Shareholders: Sharcholders of record at the end of 2019 totaled 25,985, compared with 26,938 at the end of2018.
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lfe[fn[_mnggg Graph; Total Comulative Shareholder Retgrn for Five-Year Period End ing December 31, 2019

.The graph below shows the cumulative sharcholder return assuming an investment of $100 on December 31, 2014, and reinvestment of di}'idcndsrissued therealter.
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As of December 31, 2019, we had 24 employee stock purchase plans (the “EIP Plans™) administered outside the United States for our non-U.S. employces. which

had approximately 12,000 active participants in the aggregate. During the fourth quarter of 2019, approximately 87,000 sharcs of Caterpillar common slock were
purchased by the EIP Plans pursuant to the terms of such plans.

Issuer Purchases of Fqoity Securitics
Approximate Dollar
Total Number Valac of Shares that
Tolal Number of Shares Purchased May Yet be Purchased
of Shares Average Price as Part of Pablicly under the Program tin
Period Purchosed:.} Paid per Share2- Announced Progrum billlons)!
October 1-31. 2019 4,755,142 § 137.65 4,755,142 5§ 6.022
Navember 1-30, 2019 icA4l4  § 137.31 36,414 8 6.017
December 1-31, 2019 2890 139.73 2850 S 6017
Total 4794446 $ 137.04 4,794,446

' In July 2018, the Board approved a share repurchase autharization of up 10 $16 0 billion of Caterpillar common stock cliective January 1, 2019, with pu expiration (the 2018 Authurization).
As of December 31, 2019, approximatcly $6.0 billion remaincd available under the 20 R Authorization,

* During the founth quarter of 2019, we cntered into an accelerated share repurchase agreement (ASR) with a third-pany financial institution 1o purchase $600 million of our common stock, In
Orlober 2019, upan payment of S600 million to the financiol instinution. we received 3.5 million shares. In January 2020, upon final setlement of the ASR. we received #n additicnal 0.7
millivn shares. In total, we repurchased 4.2 million shares under this ASR al an average price per share ol $142,48.

* In {etober of 2019, we repurchased 1.3 million shares for $158 million in open markel fransactions a1 an average price per share of $124.43. In November and December of 2019, we
repurchased a minimal number of shares in open marken imnsactions as illustraied in the above table.

Share repurchases in the table above are reporied based on the rade dates.
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Item 6. Selected Financial Data.

Five-ycar Financial Summary

(Dotlars in millions excepi per share data)

2019 2018 2017 2016 2015

Years ended December 31,

Sales and revenucs $ 53800 $ 54722 $ 45462 $  385% S 47011
Percent inside the United States 42% 41% 41% 41 % 41%
Pereent outside the United States 58% 58% 5%% 59% 59%

Sales $ 50,755 $  slaxn $ 42,676 5 3511 $ 44147
Revenues s 3045 S 2,500 ) 2,786 ) 3,764 5 2,864

Profit (loss) ! $ 6,093 5 6,i47 ) 754 5 ©en 5 2,512

Profit {loss) per commion share = $ 10.85 5 10,39 3 1.27 5 0.1 5 423

Profit (loss) per commaot share-diluted s 10.74  § 10.26 S 1.26 L) 0.1y s 418

Dividends declared per share of common siock $ 3.95 $ 336 5 311 s 3.08 $ 301

Return on average commen sharcholders’ equity + 42.4% 44.1% 5.6% (0.5¥% 15.8%

Capilal cxpenditures.

Property, plam and equipment s 1,056 ) 1.276 s 898 3 1,109 s 1,388

Feuipment Icascd to others b 1,613 S 1,640 s 1,438 $ 1,819 s 1,873
Depreciation and amortization ] 1,577 b3 2,766 $ 2,877 ) KRIRE ] ) 3.040
Rescarch and development expenses s 1,693 5 1,850 5 1.842 5 1.853 S 2,134

As a percent of sales and revenues 1% 4% 4.1% 48% 4.5%

Averuge number of cmiployees 103,400 1(H.500 96,000 99.500 110,800

December 31,

Total asscls $ 78453 $ TS0V 3 70,962 5 74704 $ 78342

Long-term debt due after ong year:

Consolhidated § 16281 s 25000 S 23,847 $  22R1R 5 25169
Machinery, Energy & Transpanation s 9,141 5 8.005 H 7.929 $ 8.436 s 8,960
Financial Products $ 17.140 $ 16995 - 15918 s 14382 L 16.209

Totl debi:

Consolidated $ 37657 § 36,553 $ 34,878 $ 36783 $ 38013
Machinery, Encrgy & Transporiation 5 9,162 S 8.015 s 7.936 s 9.152 .3 9.486
Financial Products $ 28,495 $  2R53R $ 26,942 § 27631 $ 28527

I Profit (loss) atiribuiable 10 common sharcholders.

¢ Computed on weighted-averape number of shares outstanding.

¥ Computed on weighted-average numnber of shares outslanding diluted by assumed cxercise of stock-bused compensation awards, using the treasury siock method. In
2016. the assumed exercise of slock-based compensation awards was nol considered because the impact would be antidilutive.

1 Represents profit (loss) divided by average sharcholders™ equity (beginning of year sharcholders™ equity plus end of year sharcholders® equity divided by two).

Additional infonmation required by ltem 6 is included in Pant 1F, [tem 7 “Management's Discussion and Analysis of Financial Condition and Results of
Operations.™
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[tem 7. Management's Discussion and Analysts of Financial Conditlon and Resulis of
Operations.

This Management’s Discussion and Analysis of Financial Condition and Resulis of Operations should be read in conjunclion with our discussion ol cautionary
slatements and significant risks o the company’s business under Item 1A, Risk Factors of the 2019 Form 10-K.

v LW

Our sales and revenues for 2019 were $53.800 billion, a 2 percent decrease from 2018 sales and revenues of $54.722 billion. The decrease was primarily duc to
lower sales volume. The sales volume decline was mostly due to changes in dealer inventories, partially offset by higher end-user demand. Sales were lower in
EAME and Asia/Pacific, while North America and Latin America were about flat. Sales declined inEnergy & Transponation and Construction Industries, while
Resource Industries was about flal, Profit per share for 2019 was $1).74, compared to profit per share of $10.26 in 2018. Profit was $6.093 billion in 2019,
compared with $6.147 billion in 2018. The decrease was primatily due 1o higher lax cxpense as operating profit was about flat. Operating profit was aboul flat as
favorable price realization, lower selling, general and administrative (SG& A} and rescarch and development (R&D) cxpenses and higher Financial Producis
profit were olfset by highcr manufacturing costs, lower sales volume and unlavorable eurrency impacts.

Fourth-quarter 2019 sales and revenues were $13.144 billion. down $1.198 billion, or 8 percent, from $14.342 billion in the fourth quarter of 2018. Fourth-quarter
2019 profit was $1.97 per share, compared with $1.78 per share in the founh quarier of 2018. Fourth-quarter 2019 profit was $1.098 billion, compared with $1.048
billion in 201 8.

Highlights for 2019 Include:
= Sales and revenues in 2019 were $53.800 billion, down 2 percent froin 2018, Sales declined in Energy & ‘I'ransporiation and Construction Industrics, while
Resource Industries was about MNat.

«  Qperating profit as a percent of sales and revenues was 15.4 percent in 2019, compared with [5.2 percent in
2018,

»  Trofit was $10.74 per share for 2019, and excluding the items in the table below.adjusted profit per share was $11.06. For 2018 profit was $[0.26 per share,
and cxcluding the items in the table below, adjusted profit per share was $11.22.

+ In order for our resuilts to be inore meaningtul to vur readers, we have separately quantified the impact of several significant

items:
Full Year 2019 Full Year 2018

Prafit Refore Profit Profit Before Profit
(Dellars it millions cxcept per share dala) Taxces Per Share Taxes Per Share
Profit 5 TRI2 % 1074 § 7822 % 10.26
Mark-to-market losses! 468 0.64 495 0.64
LES. tax reform impact — (AN — (0.17
Restructuring costs? — — 386 0.50
Deferred tax valuation allowance adjustments — — — {0.01)
Adjusted profil H 8.280 S 1106 § 8703 3 11.22

! Profif per chare a0 stantory 1as rws.

= Protit per share Tur 2018 rstrucluring cost* were al alulory fas mtes. 2019 josdrucluning wocls were nul materal.

»  Ewnterprise operating cash flow for 2019 was about 56.9 billion. compared with about $6.6 billion in 2018 Mackinery, Energy & Trensporiation (ME&T)
operating cash [low for 2019 was aboul $4.9 billion, more than sufTicient to caver capital expenditures and dividends. ME&T operating cash flow lor 2018 was
about $6.3 billion.

Notes:

»  Glossary of wrms included on pages 44-46; [irst occurrence of tcrms shown in bold
italics.

*  Information on non-GAAP financial measurcs is included on pages 58-
59.

*  Somc amounts within this report are rounded to the millions or billions and may not add. [n addition, the sum of the components reported across periods may
nof cqual the total amouni reported year-to-date duc to rounding.
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2019 COMPARED WITH 2018

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison
Full Year 2019 vs_Full Year 2018

64,722 (1.017) 710 (760) 148

WRlonsof §

Fudl Year XM Salws Yohune Price Raalizstion Cursney Fmancial Products Full Yesr 2118
Sales & Revernms Revernms Sales & Ravenivs

The chant above graphically illustruics reasons for the change in consolidaled sales an revenues belween 2018 {al fefl) and 2019 (a right). Caterpiliar management utilizes these chans
intermally Lo visually communicawe with the company's Buard ol Direciors and employees.,

“Total sales and revenues were $53.800 billion in 2019, a decrease of $922 million, or 2 percent, compared with $54.722 billien in 2018, "I'hc decrease was mostly
due 1o lowet sales volume driven by chauges in dealer invemtories, partially offset by higher end-user demand. Unlavomble currency impacits, primarily from a
weaker curo, Australian dollar, Chinese yuan and Brazilian real. were mostly ofTsel by lavorable price realization. Sales deereased in Energy & Transportation and
Construction Indusiries, while Resource Industrics was about flat. Sales deercased in EAME and Asia/Pacific. while North America and Latin America werc about
flat.

North America sales were about flat compared with prior year as (avoruble price realization was mostly offset by lower sales volume. Sales volume declined
primarily due to changes in dealer inventorics as dealers increased inventotics inore during 2018 than 2019, partially offset by higher end-user demand.

Sales were about flat in Latin America as higher sales volume was offsct by an unfavorable currency itnpact from a weaker Brazilian real. Sales volumie increased
due to higher end-user demand which was mostly olTset by chanpes in dealer inventories as deafers increased inventories mure during 2018 than 2019.

EAML sales decreased 6 percent primarily duc to lower sales volume and the unfavorable impact of a weaker curo, partially offsct by higher price realization. The
decrense in sales volume was primarily duc to changes in dealer inventories. Dealers increased inventories during 2018 and decreased inventories during 2019.

Asia/Pacific sales declined 4 percent primarily due 1o unlavorable currency impacts of a weaker Australian dollar and Chinese yuan and lower sales volume. Sales
volume decreased due 1o changes in dealer inventories, partially offset by higher end-user demand. Dealer inventories increased more during 2018 than 2019,

Dealer machine and engine inventories increased about $2.3 billion in 2018, compared with an increase of aboul 3800 million in 2019. Dealers arc independent,
and 1he reasons for changes in their invemory levels vary, including their expectations of future demand and product delivery times. Dealers’ demand expeciations
lake into account seasonal changes, macrocconomic conditions, machine rental rates and other factors. Delivery times can vary bascd on availability of product
from Caterpillar factories and product disiribution cenfers. We expect dealer inventories 1o decline about $1.0 10 $1.5 billion during 2020.
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Sales and Revenues by Scgment

(Milliaps of doflars) Sales Price Sclgr:}:rall s %
2018 Yolume Reallzation Cuarrency Other 2019 Change Change
Construction Industrics § 23237 § 15600 § 9 3 49 (28)y & 22649 S (588) (3%)
Resource Industrics 10.270 (260) 3066 (121) 8l 10,276 6 —%
Encrgy & Transportation 22,785 1116l 55 (286) 1341} 22,097 (688) (3%)
All (iher Segpment 482 24) — 3 45 500 8 4%
Carporate ltems axd Eliminativax 4950 (5N — n 243 {4,767} 185
bachinery, Energy & Transportation 51,822 {1.017) T10 (760) — 50,755 (1.007) (2%)
Firancial Products Sexment 3279 — — - 155 3.434 155 5%
Corporaie Ttems and Eliminations 1179) — — — (10) (189 {16}
Financial Prodocts Revenues 2,900 — — — 145 3.045 145 5%
Consolidated Salcs and Revenues & 54722 13 (Lol % 710 5 760y % 145 Y 53800 S (922} {29}

Sales and Revenues by Geographic Region
Fricrunl Salry aad

Norik Amcrka Laike Amcrica EAME AvinPaclic Reraucs Iater Scpment Tatal des and Revenmns
IMilliets af dellurs} s " O ] " Chg [ % Chy s % O 3 LYY s % Lhg 3 w Che
me
Cunumicnon dumries 5 148y ™ 5183 4 s 4002 w5 5554 (4% 3 22338 Za % 9) [FL N T T (L
Reyourcs labinris L3 M 1533 ™) 124 {17%) FETE e L1 {1~) 463 n% 10276 =%
Energy k Traospunainn 364 1) 11859 FiN 1594 % 118 1 18,384 124 FCTF) 9 12097 (L
All {ther Seyment b1 100y 7 1, m L2 67 (4%) [}Y i) m L3 1 b
Corporaic l1crms sed Mhminalions {191 — (203 1) 22 o By [ERCH
Marbinrry. Enrrg & Traasporisilan 075 —% 2462 —n [LEE] (%) 11,059 %) 0754 2% — — 30,785 (B
Fiancial Proccts Segnucns 12 o ™ e 08 [ W2 T M1 s - —n 1y =
Vomoruiz iz, amel I:hmurca o M 51 1351 1) cn - (359
Fmaacisl Fradocts Revesers 1,001 ~ My . wm ™ 4 oo 104 1 — — 2,045 b
Conssbialaicd Salrs and Revenmes 4 7S 1 § 470 - L %) 5 nam %y % 53w ray 8 — — F SLEX 12
] T EE—
it |
Comanucton Ludunrics 5 10754 3 1A® 5 440 LY 1 20016 5 121 s 22n
Resource Indurnes 1357 1641 2217 1667 9,58 W 10270
Lrcrgy & Transpocunion 485 135 A9 1282 [EELH ERL] 22788
All Other Scpmem 3] 3 ] o 15 F:] %2
Cumpoab: s ana Flinnarons 1133 — I 2 (aK) 47840 9
Machimery. Farrg & Traatperteiisa 204 450 11,5835 12,000 51822 — LIR3
Finarral Prosdicts Scpmem 2,151 21 w7 15% IR - 127
Corprons lieras mnd L snnsion: 234 135) ) n 0 — 139}
Finsucll Freducts Ketennes 1919 235 a8l us 2,900 - 1500
Comvalivnird Saley and Revruoes 5 25623 5 s S 1188 LIRS 3 M7 H — T um
—— R e

I [ochedcs reweoues from Machunery, | aergy & Teaoporadion ol 5524 millea sod S470 mollion :n 201 % end 2018, reypeciively
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CONSOLIDATED OPERATING PROFIT
Consolidated Operating Profit Comparison

Full Year 2012 vs. Fufl Yaar 2018
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The chart above grophically illustrates reasons Lor the change i consolidated operating profic belween 2018 (au le) and 2019 (at right). Calerpillar management utilizes these chans inermally w
visually communicate with the company's ldoard of Directors and employees. The bar entitled Other includes corsolideting adjustments und Machinery, Energy & Transportution other
sprrating (income) cxpenses.

Operating profit was $8.290 bitlion in 2019. about flat with $8.293 billion in 2018. Favorable price realization mostly offset higher manufacturing costs. Lower
sales volume offset favorable selling, gencral and administrative (SG&A} and rescarch and development (R&D) expenses and higher profit from Financial
Products.

Manufacturing costs increased duc e higher warranty expense. increased variable labor and burden. unfavorable cost absorption. and higher material costs. Cost
absorption was unfavorable as inventory increascd during 2018, compared with a decrease during 2019. The increase was parlially offset by lower period
manufacturing costs driven by lower shori-term incentlive compensation expense and the favorable impact of restructuring and cost-reduction actions.

SG&A/R&D cxpenses decreased duc to lower shor-tenm incentive compensation expense, partially offset by investimemts aligned with the company’s strategic
growth iniliatives.

Shen-term incenlive compensation expense is dircctly related to financial and operational performance., measured against targets set annually, Short-term incentive
compensation expense in 2018 was about 31.4 billion, compared with about $700 million in 2019.
For 2020, we expect short-lerm incentive compensation expense will be about $800 million. We also expect lower manuflaciuring costs.
Operating profit margin was 1 5.4 percent in 2019, compared with 15.2 percent in 200 8.
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Profit by Segmeat

5 e
{Millions of dollars) 2019 2018 Change Chanoge
Construction Industries s 3931 % 4,174 § (243) (6%)
Resource Industrics 1.629 1.603 26 2%
Iinergy & Transportation 3910 3938 (28) (124)
All Ckher Segment : 4 23 (19) (83%)
Corporatc ltems and Eliminations (1,504) (1.583) 9
Machinery, Energy & Traosporiatlon 7970 H.155 {185} (293}
Financial Products Segrwent #32 505 327 05%
Corporate ltems and Fliminations {8 17 {98}
Financial Products 751 522 229 44%
Consthdating Adjusiments (431) (3%4) 47
Consolidated Opcrating Profit H 8290 % R293 % (&) —%
Other Profit/Loss and Tax ttems

»  Interest cxpense excluding Financial Products in 2019 was 3421 million, compared with 3404 million in 2018. The increase was duc to higher average
debt outstanding during 2019 than 2018.

= Other income (expensc) in 2019 was expense of $57 million, compared with expense of $67 million in 2018, The decreasc was die 1o a lower expected
returh on pension and other postretirement benefit (OPEB) plan asscts more than offset by lower forcign exchange losses, unrealized and realized gains
on marketable securities at Insurance Services and the favorable impact of commaoditly hedges.

+  The provision for income taxes for 2019 reflected an annual efMective tax rate of 25.2 percent. compared with 24.1 percent for 201 8. excluding the
discrete items discussed in the following paragraph. The increase from 2018 was largely driven by the application of U.S. 1ax reform provisions Lo the
eamnings of certain non-U.8. subsidianes, which do not have a calendar fiscal year-end. These provisions did not apply to these subsidianies in 2018,

The provision for income taxes also included the following:

s Atax benefit of 5178 million to adjust previously unrccognized Lax benefits as a result of receipt of additional guidance in 2019 related to the
calculation of the mandatory decimed repatriation of non-U.S. camings due to U.S. tax reform. In 2018, the mandatory decined repatniation
estimaie increased by 350 million.

«  Atax benefit of $41 million in 2019, compared with $56 million in 2018, for the scttlement of stock-based compensation awards with associated
lax deductions in cxcess of cumulative U.S. GAAP compensation expense.

«  Anct benefit of S183 million in 2018 (0 adjust deferrcd tax balances. (See Note - 6 “Income Taxes™ ol Pan [1, liem 8 “Financial Statements and
Supplementary Data™ for more infermation. )

C jon Industri

Construction Industries” tolal sates were $22.649 billion for 2019, a decrease of $588 mullion, or 3 percent, compared with $23.237 billion for 2018. The decrease
was prnimarily duc 1o lower sales velume driven by changes in dealer inventories, partially offset by higher end-user demand. Dealer inventeries increased
significantly more during 2018 than during 2019. Favorabic price realization was ofTset by unfavorable currency impacts from a weaker curo, Chinese yuan and
Australian dollar.

Sales increasced in North Amcrica and Laun America, and decreased in Asia/Pacific and EAME,

* In North America, the sales increase was primanly duc to higher demand for construction equipment and favorable price
realization.

+  Sales were higher in Latin America. While construction activitics remained at low levels, the increase was driven by road and non-residential construction
activities.

*  Sales decreased in EAME primarily due to changes in dealer inventories and the unfavorable impact of a weaker curo, partially offset by favorable price
realization. Dealer inventories increased during 2018, compared with a decrcase during 2019,
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= Sales in Asia/Pacific decreased mostly due 1o lower demand, including changes in dealer inventorics, and unfavorable currency impacts. The unfavorable
currency impacts were duc to a weaker Chinese yuan and Australian dollar. Dealers increascd inveniories during 2018 and decreased inventories during 2019.
The lower demand was primarily in China due to continued competitive pressures. It addition, demand was lower across the region.

Construction Industries” profit was $3.931 billion in 2019, a decrease of $243 million. or & percent, compared with $4.174 billion in 2018, The decrease was
primarily due 1o lower sales volume, including an unfavorable mix of products, and higher manufactuning costs, which were partially offsel by favorable price
rcalization and lower SG&A/R&D expenses. Manufacluring costs incrcased primanily due to unfavorable variable labor and burden. Lower SG&A/R&D expenses
were due to lower short-lerm incenlive compensation expense, partially ofset by invesiments aligned with the company’s strategic growth iniliatives.

Consztruction Industrics’ profil as a pereent of 1otal sales was 17.4 percent in 2019, compared with 18.0 percent in 2018.

Besouree Industyies

Resource Industries” 1otal sales were $10.276 billion in 2019, about flat with $16.270 billion in 2018. Higher end-user demand for equipment and favorable price
tealization were offset by changes in dealer inventorics and unlavorable currency impacts, primarily the weaker Australian dollar and cure. Higher end-user
demand was driven by increased capital investment by mining custoiners 1o support ongoing minc site operations. End-user demand alse increased for our non-
residential construction and quarry amd aggregate customers. Dcalers increased inventories more significantly during 2018 than during 2019.

Resource Indusiries’ profit was $1.629 billion in 2019, an increase of $26 million, or 2 percent, compared with $1.603 billion in 2018, The improvement was
mostly due 1o favorable pnce realization, partially offset by higher manufacturing costs. Manufacturing costs increased due 10 higher warmanty expense. unfavorable
cosi absorption, increased variable tabor and burden and higher material costs, partially ofTsct by the favorable period manufacturing costs due 1o the impact off
restructuring and cost-reduction actions and lower shor-term incentive compensation expense. Cost absorplion was unfavomble as inventory increased more
during 2018 than 2019.

Resource Industnies® profit as a percent of Lota) sales was 15.9 percent in 2019, compared with 15.6 percent in 2018,

Sales by Application

(Miltions of dellars) 2019 2018 Chasngc Ch:.ngc
Oil and Gas 5 5205 § 5761 § (558) (10%)
Power Generntion 4474 4,334 40 %
Industrial 3749 3,640 109 3%
‘I'ransportation 5.057 5.09% {38 (1%9)
External Sales 18.485 18,832 (347} (2%)
Inter-Segnient 3612 3,953 (341 {9%%)
Total Sales 5 22,097 % 22785 $ (6RR) (3%)

Energy & Transporiation’s 1otal sales were $22.097 billion in 2019, comparcd with $22.785 billion in 2018. Sales declined primarily duc o lower inler-segmert
enginc sales and unfavorable currency impacts, primarily from the weaker curo and Australion dollar.

= Oil and Gas — Salcs decrcased in North America primarily duc to lower new equipment demand for well servicing and the timing of turbine project
deliveries for gus compression and production. Lower sales in North America were partially offset hy increases in all other regions. primarily
Asia/Pacific.

«  Power Generation — Sales increased mostly duc 1o higher deliveries of diesel reciprocating engines in North Amcerica and higher turbine sales across all
regions. The incrcase was partially offsct by lower dicsel reciprocating engine sales in EAME and Asia/Pacific driven by unfavorable currency impacts
and lower volume.

* Indusifial — Sales improved primanly in North America and Asia/Pacific driven by higher cnd-user
demand.

*  Tronsportation — Sales were about flat as lower locomotive sales were offsct by stronger marine
demand.

Energy & Transporiation’s profit was $3.910 billion for 2019, a decrease of $28 million, or 1 percent. compared with $3.938 billion for 2018. The decrease was
mostly due to lower sales volumes. partially offset by lower SG&A/R&D expenses. Lower SG& A/R&D expenses were primarily due to lower short-term incentive
compensation cxpense. Higher manulacturing costs were more than offsct by lavorable price realization and favorable other operating (income) expenses.
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Energy & Transportation's profit as a percent of 1otal sates was 17.7 percent in 2019, compared with 173 percent in 2018,

Einancjal Products Segment

Financial Products' segment revenues were $3.434 billion, an increase of $155 million, or 5 percent, (rom 2018. The increasc was primarily due 10 higher average
financing rates in North America and Asio/Pacific, an incresse in carmed premiums from Insurance Services across oll regions and higher average earning assefs in
North America. These favorable impacts were partially offset by the absence of fees associated wilh an intercompany credit facility in North America.

Finaneial Products’ segment profit was $832 million in 2019, compared with $505 million in 2018. Most of the increase was due to lower provision (or credit
losscs at Cat Financial, driven by o lower allowance rate compared with 2018, The lower allowance rate was due to writc-o[ls of accounts in 2019 that were
reserved for in 2018, primarily in the Cat Power Finance portfolio. In addition. there was a favorable tmpact from an increase in net yicld on averuge carning assets
and a favorable impact from cquity secuntics in Insurance Scrvices. These favorable impacts were partially offset by higher SG&A expenses and the absence of
the intcrcompany credit facility.

At the end of 2019, past dues at Cat Financial were 3.14 percent, compared with 3.55 percent at the end 2018, Write-ofls, net of recoveries, were $237 nullion for
2019, an increase from 5189 million for 2018, primarily duc to Mining. Catcrpillar Power Finance and EAME, partially offset by a decrense in Latin America. The
increase in Mining was due lo o small number ol cusiomer balances written off in 2019, while the increases in Caterpillar Power Finance and FAME were
concentrated in the marine pertfolio and the Middle East, respectively. As of December 31, 2019, Cat Financial’s allowance for credit losscs totaled $424 million,
or 1,50 percent of finance receivables, compared with $511 million, or 1.80 percent of finance receivables, at December 31, 2018,

tems angd Eljminations

Expensc for corporate ilems and climinations was $1.585 biltion in 2019, an increase of $19 million from 2018. The increase was primarily duc to methodology
differences. mostly offsct by lower restructuring costs and timing differences,
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FOURTH OUARTER 2019 COMPARED WITH FOURTH QUARTER 2018

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison

Fourth Quartsr 2019 vs. Fourth Quarter 2018
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The chart above graphically illusirates reasons for the change in consolidated sales and revenucs beiween the founth guarter of 2018 (at keft) and the fourth quarter of 2019 (at right). Caterpillar
management utilizes these charts internally (o visually communicute with the company s Haard of Directors amd employees.

Total sales and revenues of $13.144 billion in the fourth quarter of 2019 decreased $1.198 billion, or 8 percent, compared with 314,342 billion in the fourth quarter
of 2018. The decline was due to lower sales volume driven by the impact frum changes in dealer inventories and lower end-user demand, primarily in Construction

Industries and Resource Industrics. Dealcrs decrcased machine and engine inventorics aboul $700 million during the fourth quaner of 2019, compared with an
increase of about $200 million during the founth quarter of 2018.

The largest sales decrease was in North America, which declined 14 percent due to lower demand. including changes in dealer inventories. Dealer inventorics
increased during the fourth quarter of 2018, compared with a decrease during the lourth guarter of 2019,

Sales decrcased |6 percent in Latin America duc 1o lower demand across the region.

EAME sales decreased 6 percent primanly due 1o changes in dealer inventorics and unfavorable currency impacts, primarily from the weaker curo. Dealer
inventories decreased more during the fourth quarter of 2019 than the fourth quarter of 2018.

Asia/Pacific sales were about flat as higher sales volume was offsct by unfavorable price realization and currency impacts, primarily from the weaker Australian

dollar. Sales volume was higher as improved end-user demand was partially ofTset by changes in dealer inventorics. Dealer inventorics incrcased more during the
fourth yuarier of 2018 than the fourth quarter of 2019,

Dealers decreased machine and engine inventaries about $700 million during the fourth quarter of 2019, compared with an increase of about $200 million during
the fourth quarter of 2018, Dealers are independent, and the reasons for changes in their invertory levels vary, including their expectations of future demand and
product delivery times. Dealers' demand expectations take into account seasonal changes, macrocconomic conditions, machine rental rales and other factors.
Delivery times can vary based on avarlability of product from Caterpillar factories and praduct disuribution centers.
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Sales and Revenucs by Segment

Foarth Fourth
(MiNllons of dollars) Quaricr Sakes Price Inter-Segment Quarter 3 %
2018 Volame Realization Currency { Other w019 Change Change
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Energy & Transportation 6,287 {25) (27 {47} (239 5949 (33%) (55%0)
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CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison

2000 - Fourth Quarter 2019 vs. Fourth Quarter 2018
: 1883 3n .8 - 1M 30 1,850
s TN
o N
e BN
3
dth Qtr 2018 'S.ﬂn\'d:.ml Iﬁhml H:n.bmdrq. SGBA /RAD ' Curency . Anandlad . Other I 4th Qur 2019
Operating Profx Couts Procucts Operating Proft

The chart sbove praphically illuirstes eeasons fur e change in consolidated operating profit Setween the fuurth quarier a0 1R (% kA1) and the fuunh guaner of2019 (a1 right). Calerpullar nanagemery whilizes these charts imkenially w
vismlly commumicate wilh U comgmny s Board of Dwecturs sd cmployees. The bar emitled {her inchudes consolidaing adjustments and Machinery, Frergy & Tiamspaniation ather operaliog Lineame) expenscs.

Operating profit for the fourth quarter of 2019 was $1.850 billion, a decrease of $33 million, or 2 percent, compared with $1.883 billion in the fourth quaner of
2018, The decrease was primarily due to lower sales volume, mostly offsct by lower SG&A and R&D expenses and higher prafit from Financial Products.

Lower SG&A/RED expenses were mostly duc to a reduction in shori-lerm incenlive compensation expense and timing of R&D cxpenses.

Financial Products’ operating profit was higher, pnmarily due to lower provisions for credit losses related to the Cat Power Finance porifolio compared with the
fourth quarter of 2018,

In addition, favorable manufacturing costs were mostly offset by unfavorable price realization. Manufacturing costs decreased primarily due o lower period
manulacturing and material costs, partially ofTsel by higher warranly expense. Period manufacturing costs declined mainly due 1o fower short-term incentive
compensation and the favorable impact of restructuring and cost-reduction actions.

Short-term incenlive compensation expense was about $120 million in the fourth quarter of 2019, compared with about $310 million in the founh quarner of 2018.

Operating profit margin in the founth guarter of 2019 was 14.1 percent, compared with 131 pereent in the fourth quarier of 2018,
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Profit (Loss) by Segment

Fourth Quarter Fourth Quarter s e
(Millions of dollars) 2019 2018 Change Change
Consiruction Industirics 5 63 % 845 % (186) (22%3)
Rerource Industrics 261 400 {139 (35%)
Encrgy & Transportation 1,165 1,079 &6 8%
All Other Scpment (n (47 i6 77%%
Corporate Items und Eliminations {325) (37%) 50
Machinery, Energy & Transportaiion 1,749 1,502 (153 (K%%)
Financial Products Segment 210 29 181 624%,
Corporate Items and Eliminations (6 54 (60)
Financial Prodocts 0 83 121 140%%
Consolidaiing Adjustmenis (163 (102) (h
Consolidated Operating Profit H 1850 % 1883 § [€x]] (%)

Othe fl and Tax It

*  Imierest expense excluding Financial Products in the fourth quarter of 2019 was $112 million, compared with $99 million in the fourth quarter of 2018. The
increase was duc to higher average debt outstanding during the fourth quarter of 2019, comparcd with the fourth quarter of 2015,

+  Other income (expense) in the fourth quarter of 2019 was expense of $373 million, compared with expense of $417 million in the fourth quarter of 2018, The
decrease in expensc was due to the favorable impact of commodity hedges, higher realized gains and lower unrealized losses on marketable securities at
Insurance Scrvices, which were panially offset by unfavorable pension and OPEB costs.

= The provision [or income taxes in the fourth quarter reflecied an annual elfective tax rate of 25.2 percent, compared with 24,1 pereent for the [ull year of 2018,
excluding discrete items discussed in the following paragraph. The increase from 2018 was largely driven by the application of U.S. tax reform provisions to
the camings of certain non-U.S. subsidiaries. which do not have a calendar fiscal year-cnd. Thesc provisions did not apply to these subsidiaries in 2018,

The provision for income taxes atso included the following:

*  The change from the third-quarter estimated annual tax rate of 26 percent (o the annual efTective tax rate of 25.2 percent resulied in a $54 million 1ax
benefit in the fourth quarter of 2019,

* A tax benefit of $13 million in the fourth quarter of 2019, compared 10 $4 million in the fourth quarter of 2018, lor the sculement of stock-based
compensation awards with associated tax deductions in excess of cumulative 11.S. GAAP compensation cxpense.

= A npet tax benefit of $13 million in the fourth quarter of 2018 for other discrete
items.

Construction Industrics

Construction Industries’ total sales were $5.020 billien in the fourth quarter of 2019, a deerease of $685 million, or 12 percent, compared with $5.705 billion in the
fourth quarter of 2018. The decrease was due 1o lower sales volume, driven mostly by the impact frum changes in dealer inventories. Dealers decreased inventorics
during the fourth quarter of 2019, compared with dealer inventorics that were about Mat during the fourth quarier of 2018. Unfavorable price realization also

conlabuted 16 the decline in sales.

*  In North America, sales decreased due to lower demand driven by the impact from changes in dealer inventories, while end-user demand was about Mai.
Dealers decreased inventories during the fourth quarnier of 2019, compared with an increasc during the fourth quarter of 2018.

+  Sales were higher in Latin Aimerica. While construction activities remained at low levels, the increase was driven by road and residential construction
aclivities.

* In EAML, the sales decrease was primarily duc to the impact from changes in dealer inventorics and lower end-user demand across most of the region.
Dealers decreased inventories more during the fourth quarter of 2019 than during the fourth quarter of 2018,
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*  Sales in Asia/Pacific were about flat as unfuvorable price realization was mostly ofTset by a few countries® higher sales
volume.

Construction Industries’ profit was $659 million in the fourth quarter of 2019, a decrease of $186 million, or 22 percent, compared with $845 million in the fourth
quarter of 2018, The decrease was primarily due 1o lower sales volume,

In addition, faverable manufacturing costs were mostly offset by unfavorable price realization. Manufacturing cosls decreased due to lower period manufactuning
and material costs, Period manufacturing costs declined mainly due to the favorable impact of restrucluring and cost-reduction actions as well as lower short-term
incenlive compensalion.

Construction Industries” profit as a percent of tatal sales was 13.1 pereent in the fourth quarter of 2019, compared with 14.8 percent in the fourth guarter of 2018,

SO/ tri

Resource Industries’ oal sales were $2.395 billion in the fourth quarter of 2019, a decrease of $402 million. or 14 percent, compared with $2.797 billion in the
lourth quarter of 2018. The decrease was due to lower sales volume, driven by changes in dealer inventories and lower end-user demand. Dealers increased
invemories during the fourth quarter of 2018, compared with a decrease during the fourth quarter of 2019. While commadity prices arc generally suppontive of
reinvestment, the company continucs (0 belicve mining customers remaincd disciplined in their capital expenditures due to economic uncertainty, resulting in
lower sales in the quarier. In sddition, end-user demand decreased for equipmemt supporting non-residential construction.

Resource Industries’ profit was $261 million in the fourth quarter of 2019, a decrease of $139 million. or 35 percent, compared with $400 million in the fourth
quarter of 2618, The decrease was mainly due 1o lower sales volume, partially offset by lower SG&A/R&D expenses and favorable price realization, The decrease
in SG&A/R&TD expenses reflected a reduction in short-term incentive compensation expense and timing of R&D expenscs.

Resource Industries” profit as a percent of total sales was 10.9 percent in the fourth quaner of 2019, compared with 14.3 percent in the fourth quaner of 2018.

Engrgy & Transportation

Sales by Application

L}

(Millions of dallars) Fourth Quarter 2019  Fouorth Quarter 2018 Chasuge Ch:'nge
Oil and Gas b 1.523 % 1,719 % (196) [11%%)
Power Generation 1.294 1,271 23 2%
Industrial 908 o2 6 1%
Transportation 1.4 1,373 68 5%
External Sales 5,166 5,265 (39) (2%
Intcr-Segment 783 1,022 {239) {23%
Total Sales s 5949 § 6.287 % (338) (599}

Fnergy & Transportation’s 1o1al sales were $5.949 billion in the Tourth quaner of 2019, a decrease of $338 million, or 5 percent. compared with $6.287 billion in
the lourth quarter of 2018, Sales declined primarily duc (o lower inter-segment engine sales and unfavorable currency impacts.

*  Qil and Gas - Sales were lower mainly in North America. The sales decline was largely duc to lower demand for reciprocating engines used in gas
compression and lower wrbine project deliveries,

*  Power Generation - Sales incrcased slightly primarly duc to higher deliveries for turbines in
EAME,

+ Industrial - Sales werc about Mar as shtightly higher sales in North America were parlially offset by lower sales in Latin America and
EAME.

= Transportation - Sales were higher mainly due 1o stronger marine demand in
EAME.

Energy & Transportation's profit was $1.165 billien in the founth quarter of 2019, an increasc of $86 million, or 8 percent, compared with $1.079 billion in the
fourth quarter of 2018, The increase was mostly due to lower SG&A/R&D expenses, primarily due to a reduction in shon-term incentive compensation cxpense
and lower R&TD project expenses. Lower manufacturing costs were mostly offset by lower sales volume.
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Energy & Transponation's profit as a percent of tolal sales was 19.6 percent in the fourth quarter of 2019, compared with 17.2 percent in the lourth quarier o 201 8.
jnancia ts

Financial Products’ scgment revenucs were $846 million in the fourth quarter of 2019, an increase of $34 million, or 4 pereent, from the fourth quaner of 2018,

The increase was primarily duc 1o a favorable impact from returned or reposscssed equipment in Europe and higher average financing rates in North America.

Financial Products™ scgment profit was $210 million in the fourth quarter of 2019, compared with $29 million in the founth quarter of 2018, Most of the increase
was due 1o tower provision for credit losses a1 Cat Financial, driven by a lower allowance rate compared with 2018. The lower allowance rate wos due 1w write-offs
of accounts in 2019 thal were reserved flor in 2018, pimanly in the Cat Power Finance portfolio. In addition, there was a favorable impaci from equity securities in
Insurance Services, as well as favorable impacts from an increase in net yield on average caming assets and returned or repossessed equipment. These favorable
impacis were partially offset by higher SG& A expenscs.

Corporate [tems and Eliminations

Expense for corporate items and eliminations was $331 million in the fourth quarter of 2019, an increasc of $10 million from the fourth quarter of 2018. The
increase was primarily due o inethodology differences, ofTset by timing differences and lower restructuning cosis.

2018 COMPARED WITH 2017

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison
Full Year 2018 vs. Full Year 2017

8291 &M 254 114

800

Full Yoo 2017 Sales Volume Price Realination Currency Franclal Products Full Year X0
Sales & Rovencus Reweruss Sales § Revanues
The charnt above graphically illustrates reasons fot the change in comsolidated sales and revenucs between 2017 (an lefl} and 2018 (at nght). Caterpillar management wilizes these charts
internally tu visually communicalc with the company’s Boarl uf Directors and employees.

Total sales and revenues were $54.722 billion in 2018, an increase of $9.260 billion, or 20 percent, compared with $45.462 billion in 2017. ‘T'he increase was
primarily due 1o higher sales volume driven by nnproved demand for equipment across the three primary scgments, including changes in dealer inventeries.
Favorable price reaiization across the three primary segments also contributed to the sales improvement. In addition, sales were higher duc to currency impacts,
primarily from a stronger euro. Financial Products’ revenues increased slightly.

Sales increased in all regivns, with the largest sales increasce in North America, which improved 23 percent as strong cconomic conditions in key cnd markets drove
higher demand. Also contributing to higher sales was an increase in dealer inventorics during 2018, compared with dealer inventories thal were about flat in 2017.

Sales increased 13 percent in Latin America primanily duc 1o stabilizing cconomic conditions in s¢veral countrics in the region that resulied in improved demand
from low levels.

EAME sales increased [6 percent primarily duc to higher demand, including changes in dealer inventories. The improvement in demand was primarily in Europe.
The impact of a stronger curo and favorable price realization also centributed to higher sales. Dealer inventorics increased more significantly in 2018 1han in 2017.
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Asia/Pacilic sales increased 28 percent primarily due to higher demand in several countries across the region, including changes in degler inventories and lavorable
price realization, Dealer inventories increased during 2018 as compared with dealer inventories that were about flat in 2017,

Dealer machine and engine inventorics imcreased about $2.3 billion in 201%. compared with an increase of about $100 million in 2017. Dealers are independent,
and the reasuns for changes in Lheir inventory [evels vary, including their expectations of future demand and product defivery times. Dealers” demand expeclations
take into account seasonal changes, macroeconomic conditions, machine rental rates and other lactors. Delivery times can vary based on availability of product
from Caterpillar factories and product distribution centers.

Sales and Revenues by Sepment

Inter-

(Milliens of dollars) Sales Price Segmcom ! 3 %

27 Volome Realizatlon Currency Other 2018 Change Change
Construction Tndustrics S 19240 S 3603 % 122 5 194 s 14 s 222378 1,697 21 %
Rusource Indusirics 7.861 2.082 34 {14} 25 10,274 2400 314
Linergy & Transponation 19,382 2,637 163 68 535 22,785 32403 18 9%
All Other Segment 570 126) i K (64) 4R2 (%8) 115%0
Corporaie Ttems and Fliminations [4,377) (65) I {1} {510} (4952} {375)
Machinery, Energy & Transportation 42676 8.29] 60l 254 — 51,822 9.146 1] 8%
Financial Producis Segnienl 3093 — — —_ 186 327 156 6 %%
Comporate llems and Eliminalions (307) —_ — —_ (72) (379) (72}
Financial Products Revenues 2.736 — — — 114 2.9 114 4%
Consolidated Sales and Revenucs s 45462 8 8,29] 5 631 5 254 5 114 5 54,722 % 9.260 205,
Salcs and Revenues by Geographic Region

Fuiernal Sales and
Noritk Americs Lulm Amtrkn EAMFE AaF o I Revcmues 1nwer-Sepmat Tonl Salev nod Revenumt
(Milioms of doftan) 1 Y Chey 5 %O s % Chg 1 % Chy 5 % Che 13 % Chy 3 S (e
2z
Conraclion Indusines SNk B L] [£oY < 4410 17 [ Xk F2REY L FANTLY 2% [F2] [1% L ¥1 2t
Royparte Indanires 1387 M 1617 R L7 1% 1607 a3 vy 3% 82 b0 102% %
Frerpy & Trnponation 9605 a4 1.2 % 191 1 2.8%2 5% I.RY2 1% 1953 16, 227K 18
AlitlIher Sepment 3 1L ! — In (WM m EraH 2] [{ELH] hFIY (Inte X2 (154
Corporate e aod Thmmnauwm {155} iy 12y i14%) (474 [ERERN
Muchiacry. Earrpy & Trampsnarios 21704 hi 4460 1 11 56k 16 12,000 %% S1.R22 e — tH n1A12 2%
Fancial Products Seygnment 2iM ™ e I w7 () a5y Pt m % - - 1 L
Cormarabe llerms and Elinnnaiuns 1 e 261 on (179 — 117
Fimascial Product Resesset Lsie 5% 235 1y 1 1 283 0 20 ItH — " 2 500 4%
Comsolidated Salry and Revesucy S 23415 024 5 Ams 1 5Iem 3% 12475 FE P by — —% 3 s RCH
e — e —

m?
Conurucinm Indusliics [ W25 [ JEERLYS 5 1700 323 R CARH n? LT
Rewutee Industties 1547 hl L7715 [ 7.5 17 a6l
[nergy & Transpanation 1959 12e) 4an .41 15,463 daie JERL>
Al Othet Scguwent b 3 it 51 174 w2 51
¢ orpne Loz e Flinsnions (o7 s i I {103 127 43T
Meckimery, Farp & Trospcaian 19,74 144y 15,014 LR 2.6 — 4247
Fnamial Produces Sciment 2006 o, G W3 M) — 3001
Comrass lirm it Ehinstiond (%) e (e 152 03, — 12n
Flaspclal Producty Revelurt .81 260 pl L)) L.T4n —
Cansalitsed Sakey nnd Revenan 5 201072 540 5 1nA 0777 5 d5462 — LIERLY




19




CONSOLIDATED OPERATING PROFIT
Consolidated Operating Profit Comparison

Full Year 2018 vs. Full Year 2017
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The chart abuve graphically illustrates reasons for the change in consolidated operating profit between 2017 (au lefiy and 2018 (au rght). Cawerpillay management uiilizes these charts inlemally w

visually communicate wilt ik company™s Board of Direetors and empleyces, The bar emitled Other includes consolidating adjustments and Machinery. Energy & ‘Ttansporiation other
OpCrating {incoims) ¢xpenscs.

Operaling profil was $8.293 billion in 2018, an increase of $3.833 billion, or R6 percent, compared with $4.460 billion in 2017, The increase was primarily due 1o

higher sales volume and lower restructuring cosis. Higher manufacluring costs and increased SG&A/R&D expenses were mosily offset by favorable price
realization.

Manufacturing costs were higher due o increased material and freight costs, partially offset by lower warranty expense. Material costs were higher primarily due to
increases in steel prices. The impact of 1ariffs on matenal costs was about $110 million during 2018. Freight costs were unfavorable primarily due to supply chatn
inefliciencies as Lhe industry responds lo strong global demand

SG&AMR&D cxpenses increased primarily due 1o investiments aligned with the company's sirategic growth initiatives.

Restructuring costs were $394 million in 2018, related 1o restructuring actions acress the company. fn 2017, we incurred $1.227 billion of restructuring costs with
about hall related to the closure of the Tacility in Gosselics. Belgium, and the remainder related to other restructuring actions across the company.

Short-term incentive compensalion expensc is directly related 1o financial and operational perfonnance. measured against 1argets set annually. Short-ierm incentive
compensation expense in 2018 was about §1 .4 billion, nearly the same us 2017.

Profit {Luss) by Scgment

o
(Millions of dollars) 2014 w017 Ch:ngc Ch:.nge
Consinuction Industrics s 4174 § 3235 8§ 919 28 %
Resource Industries 1.603 698 9U5 130 %
Lnergy & Transponation 3938 ZH56 1082 X%
All Other Sepment 23 (44) 67 152 %
Corparate llems and Eliminations {1.583) (2.659) 14076

Machinery. Enerpy & Traosportatlon B.155 4,106 4,010 99 %
Fancial Products Segment 505 792 {287} (36)%
Cororate liems and 1iliminazions 17 (116) 133

Financial Products 522 676 (154) 23)%%
Consolidating Adjustnents (384) (322) {62}

Consofldated Operating Profil 5 5203 § 4460 S 3.833 86 %
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Cther income/expense in 2018 was expense of $67 million. compared with income of $153 million in 2017. The unfavorable change was primarily a
result of an unfavorable impact from equily securilies in Insurance Services. Effective January 1, 2018, we adopted a new U.S. GAAP accounling rule
that requircs our cyuity sccurities to be measured at fair valuc through camings. Previously, the fair value adjustments for these securities were reported in
equity until the securitics were sold or an impairment was recognized. We adopied the standard using the modified retrospective approach, with no change
to prior year financial statements. During 2018, we recognized a loss of $33 million related 10 fair value adjusunents. During 2017, we recognized gains
on sales of sccurities of $104 mitlion. In addition, the absence of a 2017 pretax gain of $85 million on the sale of Caterpillar's equity investment in
IronPlanct contribuied to the unfavorable change.

The provision for income taxes for 2018 reflects an annual effective tax rale of 24.1 percent. compared with 27.7 percent for the full year of 2017,
exctuding the items discussed below. The decrease was primarily due to the reduction in the 1.S. corporate tax rate beginning January 1, 2018, along with
other changes in the geographic mix of profits from a 1ax perspective.

We have completed our accounting for the incomne tax effects of U.S. tax refonn legislation and included measurcment period adjustments in 2018 of
$104 million 10 reduce the provisionally estimated charge of $2.371 hillion recognized in 2017. A $154 million benefit revised the estimated impact of
the write-down of U.S. net deferred tax assets to reflect the reduction in the U.S. corporate tax rawe from 35 percent to 21 percent. This benefit primarily
related to the decision to make an additional discretionary pension contribution of $1.0 billion to U.S. pension plans in 2018 which was treated as
deductible on the 2017 U.S. tax retumn. A $50 million charge revised the provisionally estimated cost of o mandatory deemed repatriation of non-U S,
carnings. including chanpes in the deferred tax liability related 1o the amount of ¢arnings considered not indefinitely reinvesied as well as the amount of
unrecognized lax bencfits and state tax liabilities associated with thesc tax positions.

The provision for income taxes in 2018 and 2017 also included non-cash benefits of $63 million and $111 million, respectively, [rom reductions in the
valuation allowance against U.S. siate deferred tax assets due to improved profits in the United States. An additional benefit of $25 million was included
in 2018 due to the release of a valuation allowance for a ecrtain non-U. S, subsidiary. The provision for income raxes in 2018 also included a charge of $59
million to correct lor an error which resulted in an understatewnent of the valuation allowance offsctting deferred tax assets for prior years. This error had
the effect of overstating profit by 517 million and 533 million fur 2017 and 2016, respeciively. Management has concluded that the error was not matenal
10 any peried presenled. In addition, a fax benefit of $56 million was recorded in 2018, compared with $64 million in 2017, for the settlement of stock-
based compensation awards with associated tax deductions in cxcess of cumulative U.S, GAATP compensation cxpense.

Construction Industries

Conslruction Industries’ total sales were $23.237 billion in 2018, compared with $19.240 billion in 2017. The increase was mostly duc to higher sales volume for
construction equipment. Sales were also higher due to currency impacts, primarily from a stronger eurv.

Salcs volume increased primarily due to higher demand for construction cquipment and changes in dealer inventorics. Dealer inventorics increased
significantly more during 2018 than during 2017.

Sales increased in all regions.

In North America, the sales increase was primanly due 10 higher demand for construction equipment, primanily o support ¢il and gas activities, including
pipelines, non-residential building construction and infrastructure activities. In addition, salcs increased duc to changes in dealer inventones, whicl
increased during 2018, compared with a slight decrease during 2017,

Although construction activities remained weak in Latin America, sales were higher in the
region.

Sales increased in EAME primarily duc to higher demand and the Taverable impaet of currency. mosily from a stronger curo. Higher demand was driven
by increased construction activities across several countrics in the region. Favorable price realization also contribuled 10 the sales increase.

Sales in Asia/Pacific were higher in several countries in the region, most significantly in China, stemming from increased building construction and

infrastructure invesunent. Changes in dealer inventories contributed to the sales improvement as dealer inventorics increased in 2018 and were about flat
in 2017.
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Construction I[ndustrics™ profit was $4.174 billion in 2018, compared with $3.255 billion in 2017. The increase in prolit was a resull of higher sales volume and

favorable price realization, partially offscl by higher material and freight costs, and increased SG& A/R&D cxpenses, partially due 1o spending for strategic growth
initiatives.

Consiruction Industries” profil as a percent of total sales was 18.0 percent in 2018, compared with 16.9 percent in 2017.

BResource Indusiries

Resource Industries' total sales were $10.270 billion in 2014, an increasc of $2.409 billion from 2017 The increase was primarily due to higher demand for both
mining and heavy construclion equipment, including allermarket parts. Favorable commadity price levels and increased mining production contributed to higher
mining cquipment sales. In addition, increascd sales to heavy construction, quarry and agpregate customers were driven by positive global economic yrowth.
Resource [ndustries’ customers globally continue to focus on improving productivity and efficiency of existing machine assets, thereby cxtending equipment life

cycles and lowering operating costs. Rebuild, overhaul and maintenonce activity was robust, resulting in higher aermarket paris sales. Favorable price realization
also contributed Lo the sales improvement.

Resource Industries™ profit was $1.603 billion in 2018, compared with $698 million in 2017. The improvement was mostly duc to higher sales volume and
favorable price realization, partially offset by increased manufacturing costs and unfavorable currency impacts. Manufaciuring costs were unfavorable as lower
warranly expensc was more than offsct by higher freight and material costs.

Resource Industries’ profit as a percent of total sales was 15.6 percent in 2014, compared with 8.9 percent in 2017,

Energy & Transportation

Sales by Application

{Miltions of dallars) 2018 2017 Chasnge Cl:inngc

Gil and Gas H 573 § 4424 3§ 1,339 3es
Power Generation 4334 3,551 783 22%
Industrial 3.640 3445 195 0%
Transportation 5.095 4,544 551 12%
Extcroal Sales 1R.832 £5,964 2.868 13%%
Inter-Segment 3953 J4]8 335 16%
Total Sales $ 22785 % 19382 § 3403 18%

Fnergy & Transporiation’s ial sales were $22.785 billion in 2018, compared with $19.382 billion in 201 7. The increase was primarily due to higher sales volume
across all applications. Favorable price realization also contributed to the increase in sales.

Oil and Gas — Sales increascd due 1o higher demand in Nonth America for well servicing and gas compression applications. Growth in U.S. onshore oil

and gas drove increased sales for reciprocating cngines ond related aftermarket pans. Sales ol turbines and wrbine-related services were higher for
production applications.

Power Generation — Sales improved across all regions. with the largest increase in North America, primarily for reciprocating cngine applications

including data centers, and for aftermarkel parts. In addition, sales increased in EAME from reciprocating engine projects, wrbines and turbine-related
services and favorable currency.

Industrial — Sales were higher in Asia/Pacific and North America, primarily due to improving cconomic conditions supporting higher cnginc sales into
indusirial applications. Sales in EAME were about flat as cconomic uncertainty in a few countries in the Middle Tast was mostly offset by favorable
currency impacts.

Transportation — Sales were higher for rail services driven by acquisitions in Asia/Pacific and EAME and increased rail trafTic in North America. Marine
sales were higher in Asia/Pacific. led by increased activity in the ferry sector.

Cnergy & Transportation's profit was $3.938 billion in 2018, compared with $2.856 billien in 2017. The improvement was due to higher sales volume and
favorable price realization. This was partially offset duc to increased spending for strategic growth initiatives and higher freight cosis.

Encrgy & Transponation’s profit as a pereent of (olal sales was [7.3 percent in 2018, compared with 14.7 percent in 201 7.
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Fi ial Products S
Financial Producis” scgment revenucs were $3.279 billion, an increase of $186 million, or & percent, from 2017. The increase was primarily due to higher average

finnncing rates and higher average caming asseis in North America and Asia/Tacific. These favorable impacts were partigily offset by lower intercompany lending
activity in North America, lower average caming assets in Latin America and lower average Ninancing rates in Europe.

Financial Products’ segment profit was 5505 million in 2018, compared with $792 million in 2017. The decrease was primarily due to an increase in the provision
for credir losses at Cat Financial, an unfavorable impact from cquity sccurities in [nsurance Services and lower intercompany lending activity, These unfavorable
impacis were pariially ofTsct by higher average caming asscts and an increase in net yield on average caming asscls.

Al the end of 2018, past dues at Cat Financial were 3.55 percent, compared with 2.78 pereent at the end of 2017, Write-offs, net of recoveries, were $189 million
for 2018, compared with 5114 million for 2017. As of December 31, 2018, Cat Financial's allowance for credit losses totaled $511 millien. or 1.80 percent of
finance receivables, compared with $365 million, or 1.33 percent of finance reccivables at December 31, 2017, The increase in past dues, write-ofTs and allowance
for credit losses was pnimanly due 10 weakening in the Cal Power Finance porifolio.

Expense for corporate ilems and eliminations was $1.566 billion in 2018, a decrease of $1.209 billion from 2017, The decrease in expense was mostiy due 1o lower
restructuring costs and methodology differcnces. Restructuring cosis were $394 million in 2018. In 2017, restructuring cosls impacting operating profit were
$1.227 billion with about half related to the closure of the facility in Gossclies. Belgium and the remaindet related to other restructuring actions across the
company.

R 1 T

Restructuring costs for 2019, 2018, and 2017 were as follows:

{Millions of dollars) 2019 018 M7

Employce separations ! $ 48 § 12 s 525
Contract terminations ! 1] 7 183
Long-lived asset impaimments ! 65 93 346
Defined benefit plan curtailments and tennination benefits 2 —_ {8} 29
Other? 122 182 173
Total restructuring cosis H 36 8 k6§ 1.256

' Recogmized in Onher operating (income } expenses.
2 Recognized in Other income (cxpense).

1 Represents vosis reloted to our restructuring propgrams., primarily [er project management, inventory wrile-duwns. acceleraced depreeiation ond equipment relecation, and also LIFO inventory
decrement benelits from inventory liguidations a closgd facilinies, all of which ure primarily included in Cost of goods sold.

The restructuring costs in 2019 were primarily related to restructuring actions across the company. The restructuring cosis in 2018 were primarily related 1o
ongoing facility closures across the company. In 2017, about half of the restructuning costs were related 10 the closure of the facility in Gosselies, Belgium, within
Construction Industrics, and the remainder was related to other restrucluring actions across the company.

Certain restructuring costs arc a reconciling item between Segment profit and Consalidated profit before 1axcs.
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The following table summarizes the 2018 and 2019 employce separation aclivily:

(Milliens of dollars)

Liability balance at December 31, 2017 s 249
Increase in liability (separation charges) 112
Reduction in liability {paymenis) (276}

Liability balance at December 31, 2018 5 85
Increase in liabilivy (separation charges) 48
Reduction in liability {paymenis) (85)

Liability balance at December 31, 2019 ;—T

Most of the remaining liability balance as of December 31, 2019 15 expected to be paid in 2020.

In March 2017, Caterpillar informed Belgian authorilies of the decision lo proceed 1o a collective dismissal, which fed 1o the closure of the Gossclies site,

impacting about 2,000 employees. Production of Caterpillar products at the Gosselies site ended during the second quanter of 2017, The other operations and

functions at the Gosselics site were phased out by 1he end of the second quarter of 2018. The program concluded in 2018, and we incwrred a total of $647 million of
restructuring costs (primarily in 2017) under this program. These costs were primarily related to employce scparation costs, long-lived asset impaimmcius and other
costs which were partially ellsct by a LIFO invemery decrement benelit,

In September 2015, we announced a large scale restructwing plan (the Plan) including a voluntary retirement enhancement program for qualifying U.S.
employees, several voluntary separation programs outside of the United Siates, additional involuntary programs throughout the company and manufacturing
facility consolidations and closures. The Jargest action among those included in the Plan was related to our Evropean manufacturing footprint which led to the
Gosselies, Belgium, facility closure as discussed above. We incurred $43 million, $121 million and $817 million of restrucluring costs associated with these
actions in 2019, 2018 and 2017, respectively. The Plan concluded in 2019, and wwial restructuring costs incurred since the inceplion of the Plan were $1,831
million.

In 2020, we expect to incur about $300 - $400 million of restructuning costs. about hail' for restructuring actions across the company and the remainder for stratcgic
actions lo address a small nember of products. We expect that prior restructuring actions will result in an incremental benefit to operaling costs, primarily Costs of
goods sold and SG&A expenses of about $200 nillion in 2020 comparcd with 2019.

GLOSSARY OF TERMS

I. Adjusted Profit Per Share - For 2019, prefit per share excluding pension and OPLEB mark-to-market losses and a discrete tax benefi related to U.S. tax
rcform. For 2018, profit per share excluding pension and OPEB mark-to-market losses, restrucluring costs, certain deferred tax valuation allowance
adjusiments and the impact of U.S. tax reform,

(2% ]

All Other Segment - Primarily includes activities such as: business strategy. product management and development, manufacturing and sourcing of filiers
and fluids, undercammiage, pround engaging twools, fluid transfer products, precision scals, rubber sealing and connecting components primardly for Cat®
products: parts distribution; integrated logistics solutions, distribution services responsible for dealer development and administration including a wholly
owned dealer in Japan. dealer porifelic management and ensuring the most eificient and cffective distnibution of machines, engines and pars; and digial
investments for new customer and dealer solutions that integrate data analytics with stalc-of-the-an digital technelogics while transforming the buying
expericnce.

3. Consolidating Adjustments - Elimination of transactions between Machinery, Energy & Transportation and Financial
Products.

4. Construction Industries - A segment primarily responsible for supporting customers using machinery in infrastruciure, foresiry and building construction
applications. Responsibilitics include business sirategy, product desipn, product management and development, manufacturing, marketing and sales and
product support. The product portfulio includes asphalt pavers; backhoe loaders; compaclors; cold planers; compact track and multi-terrain loaders: mini,
small, medium and large wrack excovators; forestry excavators: (eller bunchers; harvesters: knuckleboom loaders; motor graders; pipelayers; road reclaimers:
skidders; skid steer loaders; telehandlers; small and medium rack-type tractors; track-lype leaders: utility vehicles; wheel cxcavators; compact. small and
medium wheel loaders: and related parts and work tools.
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Corporate ltems and Eliminattons - Includes corporate-level expenses; timing differences, as some expenses are reporied in scgment profit on a cash basis;
methodology differences between segment and consolidated external reporting; certain restructuring costs; and inter-scpment climinations.

Currency - With respect to sales and revenues, cwrency represents the translation impact on sales resulting from changes in foreign currency exchange rates
versus the U.S. dollar. With respect 1o operating profit, currency represents the net Lranstation impact on sales and operating costs resulting from changes in
foreign currency exchange rates versus the U.S. dollar. Currency only includes the impact on sales and operating profit for the Machinery, Encrgy &
Transportation lines of business: 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 forwand and eption contracts entered inte by the company to
reduce the risk of fluctuations in exchange rates (hedging) and the net effect of changes in forcign currency cxchange rates on our foreign currency asscts and
liabilities for consolidated results (transtation).

EAME - A geogrophic region including Europe, Africa, the Middle Fast and the Commonwealth of Independent Siaes
{CIS).

Earning Asseis - Asscts consisting primarily of to1al finance receivables net of uncamed income, plus equipment on operating leases, less accumulated
depreciation at Cat Financial.

Encrgy & Transporiation - A segment pnimarily respunsible for supporting customers using reciprocating engines, lurbines, diescl-clectric locomotives and
related parts across industries serving Qil and Gas, Power Generation, Industrial and Tronsportation applications, including marine and ruil-related businesses.
Responsibilities include business strategy, product design, product management and development, manufacwring, marketing and sales and product suppurt of
turbine machinery and integrated systems and solutions and turbine-related services; reciprocating engine-powered generator sets; integrated systems used in
the electric power gencration industry; reciprocating engines and iniegrated systems and solutions for the marine and oil and gas industnies; reciprocating
engines supplied 10 the industrial industry as well as Cat machinery; the cemanufacturing of Caterpillar engines and components and remanufacturing services
for other companics: the business sirategy, product design, product management and development, manufacturing, remanufacturing, leasing and service of
diescl-¢lectric locomotives and components and other rail-related preducts and services and product support of on-highway vocational trucks for Nornh
Amcrica.

. Financial Products Segment - Provides financing aliematives 1o customers and dealers around the world for Caterpillar products, as well as financing for

vehicles, power generation facilitics and marine vessels that, in most cases, incorporate Caterpillar products. Financing plans include operating and finance
leases, installment sale contracts, working capital loans and wholesale linancing plans. The segment also provides insurance and risk management products
and services that help cusiomers and dealers manage their business nsk. Insurance and Aisk management producls offered include physical damage insurance,
inventory protection plans, extended service coverage for machines and engincs. and dealer propenty and casualty insurance. The various forms of financing,
insurance and nsk management products offered to customers und dealers help suppont the purchase and lease of our equipment. The segment also eamns
revenues from Machinery, Energy & Transportation, but the retated costs are not allocaied to operating segmenis. Financial Products® segmem profit is
determined on a pretax basis and includes other income/cxpense items.

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

Mexico.

. Machinery, Energy & Transportation (ME&T) - Represents the aggrepale tolal of Construction Industries, Resource Indusiries, Energy & Transportation,

All Other Segment and related corporate items and eliminations.

. Machinery, Energy & Transportation (ME&T) Other Operating (Income) Expenses- Comprised primarily of gains/losses on disposal of long-lived

asscls, gains/losses on divestitures and legal settlements and accruals.

Moanufacturing Cosls- Manufacturing costs ¢xclude the impaets of currency and represent the volume-adiusted change for varable costs and the absolute
dollar change for period manutacluring costs. Variable manufacturing costs are defined as having a direct relationship with the volume of production. This
includes matcrial costs. direct labor and other costs that vary direcily with produciion volume such as freight, power to operate machines and supplics that are
consumed in the manufacturing process. Period manufacturing costs support production but are defined as gencrally not having a direct relationship 1o short-
terin changes in volume. Examples include machinery and equipment repairs. depreciation on manufacturing assets, lacility support, procurement, lactory
scheduling. manufacturing planning and opcrations management.

- Mark-to-market gains/losses - Represents the net gain or loss of actual results differing from our assumptions and the effects of changing assumptions for

our defined benefit pension and OPEB plans. These guins and losses are immediately recognized through camings upon the annual remeasurement in the
fourth quarter, or on an interit basis as triggering evenls warrant remeasurement.

. Pension and Other Postemployment Benefit (OPEB)- The company’s defincd-benefit pension and postemployment benefit

plans.
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17. Price Realization - The impact of net price changes excluding currency and new praduct introductions. Price realization includes geographic mix ol sales,
which is the impact of changes in the relative weighiing of sales prices between geographic regions.

I8 Resource Industries - A segiment primarily responsible for supporting customers using machinery in mining, heavy construction, quarry and aggregates,
waste and malerial handling applicativns. Responsibilities include business sirategy, product design, product management and development, manufacturing,
markefing and sales and product support. The preduct portfolio includes large track-type tractors; large mining trucks; autonomous ready vehicles and
solutions; hard rock vehicles; longwall miners; clectric rope shovels: draglines; hydraulic shovels; rotary drills; large wheel loaders; off-highway trucks:
anticulated trucks; wheel tractor scrapers; wheel dozers; landfill compactors; soil compaciors: hard rock continuous mining systems; sclecl work tools;
machinery componenis and related parts. In addition to equipment, Resource [ndustrics also develops and sells technology products and services to provide
customers flcet management, cquipment management analytics and autonomous machince capabilitics. Resource Industries also manages areas that provide
services to other pans of the company, including integrated manufacturing and research and development.

19. Restructuring Cosis - May include costs for employece separation, long-lived assel impairments and cenlract terminations. These cosis are included in Other
operating (income) expenses cxcept for defined-benefit plan curtailment losses and special termination benefits, which are included in Other income
(expense). Restructuring costs also include other exit-related costs which may consist of accelerated depreciation, inventory write-downs, building demolition,
equipment relocation and project management costs and LIFO inventory decrement benefits from inventory liquidations at closed facilities, all of which are
prmarily included in Cost of poods sold.

20. Sales Volume - With respect to sales and revenues, sales volume represents the impact of changes in the quantilics sold for Machinery, Encray &
Transportation as well as the incremental sales impact of new preduct introductions. including emissions-related product updates. With respect (o operating
profit, sales volume represents the impact of changes in the quamtities sold for Machinery, Energy & Transportation combined with product mix as well as the
nct operating profit impact of new preduct introductions, including emissions-related preduct updates. Product mix represents the net operating prolit impact
of changes in the relative weighting of Machinery, Encrigy & Transporiation sales with respect to total sales. The impact of sales volume on segment profit
includes inter-segment sales.

21. Services - Enterprise services include, but are not limited 1o, altermarket parts, Financial Products’ revenues and other service-related revenues. Machinery.
Encrgy & Trunspertation sepmenis exclude most Financial Products™ revenues.

LIOUIDITY AND CAPITAL RESOURCES
Sources of lunds

We generate significant capital resources from operating activities, which arc the primary source of funding for our ME&T opcrations. Funding for these
businesses is also available from commercial paper and long-term debt issuances. Financizl Preducts” operations are (unded primarily from commereial paper.
term debt issuances and collections from its existing portfolio. During 2019, we experienced favorable liquidity conditions globally in both our ME&T and
Financial Products' operations. On a consolidaied basis, we cnded 2019 with $8.28 billion ol cash, an incrense o $427 million from year-end 2018. We intend 1o
maintain a strong cash and liquidity position.

Consolidated operating cash flow for 2019 was $6.91 billion, up from $6.56 billion in 2018. The increasc was due 10 favorable changes in working capial in 2019,
mostly offsel by lower profit adjusted for non-cash items, which included lower accruals for shori-lerm incentive compensation payments. and o larger
discretionary pension contribution. Within working capital, changes to inventories, accounts receivable, customer advances and accrued expenses favorably
impacted cash flow but were partially offsct by changes in accoums payable. Sec further discussion of operating cash flow under MT:&T and Financial Products.

Total debt as of December 31, 2019 was $37.66 billion, an incrcase of $1.10 billion from ycar-end 2018. Debt related to Financial Products decrcased $43 million.
Debt related 1o ME&T increased $1.15 billion in 2019, primarily duc 1o the issuance of debt to finance a discretionary pension contribution, which was partially
offset by the impact of ncw accounting guidance on a previously failed sale-leaseback transaction in Japan. On September 19, 2019, we issued $1.0 billion of
3.250% Senior Notes due 2049 and $500 million of 2.6MM% Senior Notes due 2029. During 2019, we repurchased $4.05 billion of Caterpillar common stock.

We have three global credin facilities with a syndicate of banks totaling $10.50 billion (Credit Facility} available in the aggregate 1o both Caterpillar and Cat
Financial for general liquidity purposcs. Bosed on management'’s allocation decision, which can be revised from lime to time. the portion of the Credit Facility
available to ME&T as of December 31, 2019 was $2.75 billion. Information on our Credit Facility is as follows:
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*+ The 364-day facility of $3.15 billion {of which $0.82 billion is available to ME&T) cxpires in

September 2020,

= The three-year facility. as amended and restated in Seplember 2019, of $2.73 billion (of which $0.72 billion is available 0 ME&T) cexpires in
September 2022,

*  The five-year facility, as amended and restated in September 2019, of $4.62 billion {of which $1.21 billion is available to ME&T) cxpircs in
Scptember 2024,

At December 31, 2019, Caterpillar’s consolidated net worth was $14.63 billion, which was above the $9.00 billion required under the Credil Faeility, The
consclidated net worth is defined as the consolidated sharcholder's equity including preferred stock but excluding the pension and other postretirement benefits
balance within Accumulated other comprehensive income (loss).

At December 31, 2019, Cat Financial's covenant interest coverage ratio wos 1.77 w L. This is above the 1,15 to | minimum ratio. calculated as (1) profit excluding
income taxes, interest expense and net gair/(loss) [rom interest rte derivalives 1o (2) interest expense calculated at the end of each calendor quarter for the rolling
four quarter period then mast recently ended, required by the Credit Facility,

In addition, at December 31, 2019, Cat Financial’s six-month covenant leverage ratio was 7.65 to | and ycar-end covenant leverage ratio was 7.46 to 1. This is
below the maximum ratia of debt 10 net wonh of 10 to [, calculoed (1) on 2 menthly basis ps the averape of the leverage rtios determined on the last day of cach
of the six preceding calendar months amd (2) at each December 3 1. required by the Credit Facility.

In the ¢vent Caterpillar or Cat Financiat does not meet onc or more of their respective financial covenants under the Credin Facility in the future (and arc unable (o
obtain a consent or waiver), the syndicate of banks may lerminate the commitments allocated to the party that does not meet its covenants. Additionally, in such
evenl, 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, choase to pursue remedies under those loan agreements, including accelerating the repayment of outstanding borrowings. At December 31, 2019,
there were no borrowings under the Credit Facility.

QOur total credil commitmenis and available credit as of December 31, 2019 werc:

December 3, 2019

Machinery,
(Millions of dollars) Encrey & Financinl
Consolldated Transportation Products

Credit lings available:

Global credit facilities $ 10500 § 2% s 7,749

Other external 4.99% 194 4,805
Total credit lines available 15,499 1,945 12,554
[.css: Commercial paper outstanding (4,168) — {4.168)
Less: Utilized credit (1.247) —_ (1,247)
Available credit 5 10,084 % 2945 § 1139

The other consolidated credit lines with banks as of December 31, 2019 1otaled 55.00 billion. These committed and uncomminted credit lines, which may be
cligible for renewal at various futurc dates or have no specilicd expiration daw, are used primarily by our subsidiarics for local funding requiremcnts. Caterpillar
or Cat Financial may guarantee subsidiary borrowings under these lines,

We receive debt ralings from the major credit rating agencies. Moody's rales our debi as “low-A", while Fitch and $&P maintain a “mid-A" debt raling. This split
rating has not had a material impacl on our borrowing costs or our overall financial health. However, a downgrade of our credit ratings by any of the major credit
rating agencies would resull in increased borrowing costs and could make aceess 1o certain credit markets more difficult. In the cvent cconomic conditions
deteriorate such that aceess to debt markets becomes unavailable. ME&T's operations woutd rely on cash flow from operations, use of existing cash balonces.
borrowings from Cat Financial and access to our Credil Facility, Our Financial Products’ operations would rely on cash flow from its existing portfolio, existing
cash balances, access to our Credit Facility and other credit line facilitics of Cat Financial and potential borrowings rom Calerpillar. In addition, we maintain a
support agreement with Cat Financial, which requires Caterpillar to remain the sole owner of Cn Financial and may. under certain circumstances, require
Caterpillar to make payments to Cat Financial should Cat Financial fail to maintain ccrtain financial ratios.
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Machinery, Energy & Transportation

Net cash provided by operating activities was $4.87 billion in 2019, compared with $6.35 billion in 2018, The decrease was primarily due to lower prefit in 2019
adjusted for non-cash items, which included lower aceruals for short-lerm compensation payments, and g larger discretionary pension contribution partially ofTsct
by favorable changes in working capital. Within working capital. changes to inventorics, accounts receivable, customer advances and accrucd expenses fovorably
impacted cash flow but were partially offsct by changes in accounts payable.

Net cash nscd for investing activities in 2019 was $48 million, compared with net cash used of $1.19 billion in 2018, The change was primarily duc to decreased
ME&T lending with Financial Products during 2019 and the acquisitions of ECM S.p.A. and Downer Freight Rail in 2018,

Net cash used for financing activities during 2019 was $4.48 billion. compared with net cash used of $5.47 billion in 2018. The change was primarily duc to the
issuance of $1.5 billion of long-term dcbt used 1o fund a discretionary pension contribution. This was partially offsct by an increase in repurchases of Caterpil lar
common slock of $249 million and an increase in dividends paid of $181 million.

While our short-tenm priorities for the use of cash may vary from time to time as business needs and conditions dictate, vur long-tenin cash deployinent stratepy is
focused un the following pricritics. Our top priarily is 1o maintain a strong financial positiun in suppont of a Mid-A raling. Nexl, we intend 1o fund aperalional
requirements and commilments. Then, we intend 10 fund priotities that profitably prow the company and relumn capital 1o sharcholders through dividend growth
and share repurchases. Additional information on cash deployment is as follows:

Strong financial positign — Our top prionty is te maintain a strong financial position in sepport of a mid-A ruting. We track a diverse group of financial
metrics that focus on liquidity. leverage. cash Mow and margins which align with our cash deploymem actions and the various methodologics used by the
major credi! rating agencics.

Operational excellence and commitments — Capital expenditures were $1.07 billion during 2019, compared to $1.22 billion in 2018. We expect ME&T's
capital expenditures in 2020 to be about $1.2 biflion. We made $1.81 billion of contributions 10 our pension and other postretirement benefit plans during
2019, including a $1.5 billion discretionary U.S. pension plan contribution. By comparison, we made $1.35 billion of contributions to our pension and other
postrctirement plans in 2018, inclyding a $1.0 billion discretionary contribution made to our U.S. pension plans. We expect to make approximately 5280
million of contributions to our pension and OPLB plans in 2020.

Fupg strategic growth initiatives and return capital to shareholders — We intend to utilize our liquidity and debt capacity to fund torgeted invesiments

that drive long-term profitable growth focused in the areas of expanded offerings and services. including acquisitions.

As part of our new capital allocation strategy, ME&T (rec cash flow is a liquidity measurc we will use poing forward to determine the cash generated and
available for financing activities including debt repayments, dividends and share repurchases. We define ME&T free cash flow as cash from ME&T
operations excluding discretionary pension and other postretirernent benefit plan contributions less capital expenditures. A goal of our new capital allocation
strategy is (o retum substantially all ME&T free cash flow to sharchelders in the form of dividends and share repurchases, while maintaining our mid-A rating

Our share repurchasc plans are subject 1o the company’s cash deployment priorities and are evaluated vn an ongoing basis considering the financial condition
ol the company and the economic eutlook, corporate cash flow, the company's liquidity needs and the health and stability of global credit markets. The timing
and amount of futurc repurchases may vary depending on market conditions and investing priorities. In July 2018, the Board of Dircetors approved an
authorization to repurchase up to $10 billion of Caterpillar commnon stock (the 2018 Authorization) effective January 1, 2019, with no cxpiration. In 2019, we
repurchased $4.05 billion of Caterpillar common stock, with $5.95 billion remaining under the 2018 Authorization as of December 31, 2019, Caterpillar's
basic shares outstanding as of Deeember 31, 2019 were approximately 550 million.

Each quartcr, our Roard of Direciors reviews the company’s dividend for the applicable quarter. The Board cvaluates the financial condition of the company
and considers the economic outlook, carporate cash flow, the company's liquidity nceds. and the health and stability of global credit markets to determine
whether to maintain or change the quanterly dividend, Dividends totaled $2.13 billion in 2019, representing 86 cents per share paid in cach of the first and
sceond quaniers and $1.03 per share paid in each of the third and (ourth quarters.
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Financial Products

Financial Producis operating cash flow was $1.50 billion in 2019, compared with $1.52 billion in 2018. Net cash used for investing activitics was $414 million in
2019, compared with $2.78 billion in 2018. The change was primarily due to the impact of net intercompany purchased reccivables and higher collections of
finance reccivables. Net cash used for financing activities in 2019 was $991 million, compared with net cash provided by financing activities of $1.26 billion in
2018. The change was primarily due to lower portfolio funding requirements and lower net inlercompany borrowings, pantially ofiset by a lower dividend payment
10 ME&T.

Contractual obligations

The company has committed cash oulflow related to long-term debt, operating lease agreeinents, postretirement benefit obligations, purchase obligations, interest
on long-lerm debt and other long-term contractual obligations. As of Deceinber 31, 2019, minitmum paymenis for these obligations were:

{Millions of dollars) 2020 2021-2022 2023-2024 After 2024 Total
Long-lerm debt:
Machinery, Encrgy & Transportation b3 16 S 1219 § 1102 5 6716 % 9,753
Financial Products 6,198 12,508 4,334 4] 23,3%1
Total long-term debt ! 6,214 14,427 5436 7.057 33.134
Operating lcases 185 225 1o 175 695
Postrelirement benelil obligations ? 280 705 745 1.860 3.590
Purchase obligations:
Accounts payable? 5957 — — — 5957
Purchese orders 4 5,103 3 — — 5.106
Other cuntractual obligations * 160 87 26 — 273
Total purchase ebligations 11,220 90 26 — 11,336
Interest on long-term deht © oY 1291 834 6,162 9.396
Other long-term obligations ? 685 546 159 90 1,480
Toltal contractual obligations 5 19,493 5 17,284 S 7310 % 15,544 % 59,631

I Amounts cxclude unamortized discounls, debt issuance costs, and fair value adjustments,

Amounts represent expecied contributions lo our pension and other postretirement benefit plans through 2029, offsct by expected Medicare Part D subsidy receipts.

} Amount represents invoices received and recorded as liabilities in 2019, but scheduled for payment in 2020. These represent shori-lerm obligations made in the erdinary
course of business.

Amount represents contractual obligations for material and services on order a1 December 31, 2019 but not yet delivered. These represent short-term obligations made in the
ordinary course of business.

Amounts represent long-term commilmenis entered into with key suppliers for minimum purchases quantities.

Amounts represent estimaled contructual interest paymicnts on long-term debt, inctuding finance lease inferest payoents

Amounis represent contractual obligations primarily for logistics services agreements related to our former third party logistics business, sofiware license and development
contracts and 1T consulling contracts and oulsourcing contracts for benefit plan administration and sofiware system support.

'3

The total amount of gross unrecognized tax benefits for uncertain tax positions, including positions impacting only the timing of tax benefits, was $1,778 million at
December 31, 2019, Payment of these obligations would result from setilements with taxing authorities. Due to the difficulty in detenmining the tuming of
scttlements, these obligations are nol included in the table above. We do not cxpect to make a tax payment related Lo these obligations within Ihe next year that
would significantly impact liquidity.
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Off-balance sheet arrangements

We are a party to certain off-balance sheet arrangements. primanly in the forin of guarantees. [nformation related 1o guaranices appears in Note 21 — "Guarantees
and product warranty” of Parl I[, ltem 8 “Financial Statemenis and Supplementary Data”™,

RE T UNTIN NO EMEN

For a discussion of reccnl accounling pronouncements, sce Note 11 — “New accounting guidance™ of Part [I, Irem 8 “Financial Staiements and Supplementary
Data.”

ING |

The preparation of financial statements in conformity with generally accepted accounting principles requires management Lo make estimates and assumplions that
afTect reported amounts. The more signilicant cstimates include: residual values for leased asscts, lair values for goodwill impairment tests, warranly liability,
reserves for product liability and insuronce losses, postretirement benefits, post-sale discounts, credit losses and income Laxes. We have incorporated many years
of data into the determination of cach of these estimates and we have not historically experienced significant adjustments. These assumptions are reviewed ot least
annually with the Audit Comunitice of the Board of Directors. Following are the methods and assumptions used in detennining our estimates and an indication of
the risks inherent in cach.

Residual values for leased assets — The residual value of Cat Financial’s lcased equipment is detennined based on its estimated end-of-ierm market value, We
estimale the residual value of leased cquipment at the inceplion ol the fease based on a number of factors. including historical wholesale market sales prices, past
remarketing cxperience and any known significant market/product trends. The following critical factors are alse considered in our residual value estimates: lease
tlerm. market size and demand, lotal expecied hours of usage, machine configuration. application, location, model changes. quantities, third-party residual
guarantess and contraciual customer purchase optiens.

Upon termination of the lcase, the equipment is cither purchased by the lessee or sold to a third party, in which case we may record a gain or a loss for the
difference between the estimated residual value and the sale price.

During the term of our leascs, we monitor residual values. For operating leases. adjustments 1o depreciation expense reflecting changes in residual value estimates
arc recorded prospectively on a siraight-line basis. For finance leascs. residual value adjustments are recognized through a reduction uf finance revenuc over the
remaining lease lerm.

We cvaluate the carrying value of cquipinent on operating leases for potential impairment when we determine a triggering event has occurred. When a triggering
evenl occurs, a fest for recoverability 1s performed by comparing projecied undiscounted future cash flows 1o the carmying value of the equipment on operating
leases. If the test for recoverability identifies a possible impairment, the fair value of the equipment on operating leases is measured in accordance with the fair
value measurement framework. An impairment charge is recognized for the amount by which the carrying valuc of the equipment on operating leases exceeds ils
estimated [air value.

Al December 31, 2019. the aggrepaie residual value of equipment on operating lcases was $2.15 billion. Without consideration of other factors such as third-parly
residual guaraniees or contractual customer purchase options, a 10 percent non-temporary decrease in the market value of our equipment subject lo operating leases
would reduce residual velue estimales and resull in 1the recognition ol approximately $80 million of additional annual depreciation expense.

Falr values for poodwill impairment tests - We test goudwill Tor impainment annually, at the reporting unit level, and whenever evenls or circunstances make it
morc likely than not thal an impairment may have occurred, such as a significant adverse change in the business climate or a decision 1o sell all or a portion ol a
reporting unit. We perform our annual goodwill impairment test as of October 1 and menitor for interim triggering cvents on an ongoing basis,

Goodwill is reviewed for impairment utilizing cither a qualitative assessment or a quantitative goodwill impairment test, IT we choose lo perform a qualitalive
assessment and determine the foir value more likely than not exceeds the carrying valuc. no furiher evaluation is neccssary. For reporting units where we perform
the quantitative goodwill impairment test, we 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, o the respective carrying value, which includes goodwill. It the fair valuc of the reporting unit exceeds its camrying value,
the goodwill is not considered impaired. I the carrying value is higher than the fair valuc, the difference would be recognized as an impairment loss.
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The impairment Iest process requires voluation of the respective reporting unit, which we primarily determine using an income appreach 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 perpetuily. The income approach is supporied by a reconciliation of our caleulated fair value for Caterpillar to the company’s market capitalization. The
assumplions about future cash flows and growth rates are based on each reporting unil's long-term forecast and are subject to review and approval by senior
management. A reporling unit's discount mate is a nsk-adjusted weighted avemge cost of capital, which we belicve approximates the rae from a market
pariicipant’s perspective. The estimated fair value could be impacted by changes in market conditions, interest rates, growth rates, lax rates, costs, pricing and
capital expenditures. The fair value determination is categorized as Level 3 in the fair value hierarchy duc 1o its use of internal projections and unobscrvable
measurcment inputs

QOur annual impaimmert tests completed in the fourth quarter of 2019 indicated 1he fair value of cach reporting unit was substantially nbove its respective carmying
valuc, including goodwill. Caterpillar’s market capitalization has remained significanily above the net book vatue of the Company.

An unfavorable change in our expectations for the financial performance of our reporling unils, particularly long-lenn growth and prolitability, would reduce the
fair value of our reporting units. The demand for our equipment and related pants is highly cyclical and significantly impacted by commedity prices, ahhough the
impact may vary by reporting unit. The encrgy and mining industries are major users of our products, including the coal, iron ore, gold, coppet., oil and natural gas
industries. Decisions to purchase our products are dependent upon the performance of those indusiries, which in urn are dependent in part on comunedity prices.
Lower commodity prices or industry specific circumstances that have a negative impact to the valuation assumplions may reduce ihe fair value of our reporling
units. Should such cvents occur and it becomes more likely than not that a reporting unit's fair value has fallen below its carmying value, we will perform an
interim geodwill impairment test(s), in addition to the annual impainnent test.  Future impairment lests may result in a goodwill impairment, depending on the
outcome of the quantitative impainment test. A goodwill impainment would be reportied as o non—cash charge to carnings.

Warranty liabillty — At the time a sale is recognized, we record estimated future warranty costs. The warranty liability is detenmined by applying historical claim
rale experience o the current ficld population and dealer inverory. Generally. historical claim rates are based on actual warranty cxperience for cach product by
machine medel/engine size by cuslomer or dealer location (inside or outside North America). Specific rates are developed for each product shipment month and
are updated monthly based on actual warranty claim experience. Watranty costs may differ froin those estimated if actual claim rates arc higher or lower than our
historical rates.

Product liability and insurance loss reserve - We delermine 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 (rom
such estimates due lo increased claims requency or severity over historical levels.

Posiretirement benelits — We sponsor defined benefit pension plans andfor other postretiremem benefit plans (retirement healthcare and life insurance) to
cmployees in many of our locations throughout the world. There are assumptions used in the accounting fur these defined benefit plans that include discount rate,
cxpected retum on plan asscts. expected rate ol compensation increase. the future health care trend rate, mortality and other economic and demographic
assumptions. The actuaral assumplions we usc may change or differ significantly from actual results, which may result in a material impact to our consolidaled
financial statements.

The cffects of actual results differing from our assumptions and the cflects of changing assumptions are considered actuarial gains or losses, We utilize a mark-to-
market approach in recognizing actuarial gains or losses immediately through camings upon the annual remeasuremicnt in the fourth quaer. or on an interim basis
os triggeting events warrant remeasurcment.

Primary actuarial assumptions were determined as follows:

= The assumed discount rate is used to discount future benefit obligations back 10 1eday’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-marching approach involves analyzing Calerpillar’s projected cash flows against a high quality bond yield curve, calculated using a
wide population of corporate Aa bonds availzable on the measurement date. A similar approach is used 10 determine the assumed discount raie for our most
significant non-U.S. plans. In estimating the service and interest cost components of net periodic benefit cost, we utilize a full yield curve approach in
determining a discount rate. This approach applies the specific spot rtes along the yield curve used in the determination of the benefit ohligation 1o the
relevant prujected cash flows.
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Discount ratcs are sensilive lo changes in interest rates. A decrease in the discount rate would increase our obligation and future cxpense.

*  The expected long-lerm rate of relurn on plan assets is based on our estimate of long-lerm passive retumns for equities and fixed income securilics
weighted by the allocation of our plan assets. Based on historical performance, we increase the passive retums due 10 our active management of the plan
assets. This rate is impacted by changes in general market conditions. but because it represents a long-term rate, it is not significantly impacied 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 expected return on plan assets is calculated using the fair valuc of plan assets as of
our measurcment dite, December 31.

+  The expecicd rale of compensation increase is usced to develop benefil obligations using projected pay at retirement. {t represenis average long-term safary
increases. This rate is inflluenced by our long-term compensation policics. 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 1o increase and is based on hisiorical and expecled
experience. Changes in our projections of [uture healih care costs due to general economic conditions and thase specific to health care {e.g., technology
driven cost changes) will impact this trend rate. An increase in the trend rmte would increase our ebligation and expense.

+  The mortality assumption is used to estimate the life expectancy of plan participants. An increase in the lifc expectancy of plan participants will result in
an increase in our ebligation and expense.
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Postretirement Benefit Plan Actuarial Assumptions Sensitivity

The eifects of a one percentage-point change in certain actuarial assumptions on 2019 pension and OPEB cosls and obligations arc as follows:

2019 Bencfit Cost Year-cnd Benefit Obligation
(Millcus of doilars) o mcrem point decreate. Cpoim increase ot docrense
U.S. Pension benefils:
Assumed discount rale s 54 H {7 s (1,893) S 2,305
Expected rate of compensation increase ] (2) — —
Expected long-term rate of returm on plan asscls (122) 112 — —
Non-U.S. Pensiun benefits:
Assumed discount rte 7 {10) (634) 610
Expected rate of compensation increase 5 (4) 41 35
Expecled long-term rale of retum on plan asscls 39) 30 — —
Other postretirement benetits:
Assumed discount rate 8 (10) (366) 437
Fxpected rate of compensation increase — — 1 (n
Expected long-term rate of return on plan assets [E)] 3 — —_
Assumed health care cost trend rate 13 (n 158 (133)
Actuarial Assumptions
U.S. Pension Bencfits Non-U.5. Pension Benefits Other Postretirement Benefits
2019 2018 2017 2019 2018 2017 2019 2018 2017
Weighted-average assumptions used to determine
benefit obligation, end of vear:
Discount rate 3.1% 4.2% 3.5% 1.9% 2.5% 2.4% 3.2% 4.2% 1.6%
Rate of compensation increase | —% 4.0% 4.0% 0% 30% 4.0% 4.0% 4.0% 4.0%
Weighted-averape assumptions used to detcrmine
net periodic benefit cost:
Discount rate used to measure service ¢ost 43% 1.7% 4.2% 2.5% 2.3% 2.4% 4.1% 3.5% 39%
Discount ratc used lo measure inferest cost 39 12% 1.3% 2.3% 22% 2.3% 1.9% 3.2% 13%
Expected rate of retum on plan asscts 59% 6.3% 6.T% 3.8% 5.2% 5.9% T.1% 7.5% 7.5%
Ruote of compensation increase 4.0% 4.0% 4.0% 3.0% 4.0% 4.0% 4.1% 4.0% 4.0%
Health carv cost trend rates at year-cnd:
Healih care trend rate assumed for nexi year 6.1% 6.1% 6.1%
Rate that the cost trend rate gradually declines 1o 5.0% 5.0% 5.0%
Year that the cost rend rate reaches ultimate rate 2025 2025 2022

! Effeciive December 31, 2019, all U.S. pension benelits were frozen, and accordingly this assumption is no longer applicable.

See Note 12 - "Postemployment benefit plans™ of Part 11. liem & “Financial Statement and Supplemental Data™ for further information regarding the accounting for
postretircment benefits.
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Post-sale discount reserve — We provide discounts to dealers through merchandising programs. We have numerous programs that are designed to promole the
sale of our products. The most common dealer programs provide a discounl when the dealer sells a product to a tarpeted end user. The amount of accrued post-sale
discounts was $L.7 billion and $1.5 billion as of December 31,2019 and 2013, respectively. The reserve represents discounts 1hat we expect 1o pay on previously
sold units and is reviewed at least quarterly. The reserve is adjusted if discounts paid difTer from those estimated. Historically, those adjustments have not been
material.

Credit loss reserve — The allowance fer credit losses is an estimate of the losses inherent in our finance receivable porifolio and includes consideration of
accounts that have been individually identificd as impaired, as well as pools of finance receivables where it is probable that cerlain reccivables in the pool are
impaired but the individual accounts cannot yet be identificd.  In identifying and mensuring impairment, management takes into consideration pasi loss
expericnce. known and inherent risks in the port{olio, adverse situations that may afTect the borrawer’s ability to repay, estimated value of underlying collateral
and current cconomic conditions.

Accuounis are identified for individual review based on pasi-due status and information available about 1he customer, such as financial siatemenis, news reports and
published credit ratings, as well as general information regarding industry trends and the cconomic environment in which our customers operate. The allowance
for credit losses artributable to finance receivables that are individually evaluated and determined to be impaired is based on the present value of expected future
cash flows discounted at the receivables’ effective interest rate. the fair value of the collateral for collmeral-dependent receivables or the observable market price of
the receivable, In determining collateral value, we estimaic the current lair markel valuc of the cullatera! less selling costs. We also consider credit enhancements
such as additional collateral and conimctual third-party guaranices. The allowance for credit losses attributable to the remaining accounts not yet individually
identificd as impaired is cstimated based on loss forccast models utilizing probabilitics of default. our estimate of the loss emergence period and the eslimated loss
given default. In addition, qualitative factors not able Lo be fully captured in our loss forceast modets including industry trends, macroeconomic factors and model
imprecision arc considered in the cvaluation of the adequacy of the allowance for credit fosses. These qualitative lactors are subjective and require a degree of
management judgment,

While management believes it has exercised prudent judgment and applied reasenable assumptions, there can be ne assurance that in the future, changes in
cconomic conditions or other factors would not causc changes in the financial health of our custemers. If the financial health of our customers deterioraies, Ihe
timing and level of paymemts received could be impacted and therefore, could result in a change 1o our cstimated losses.

Income taxes — We are subject to the income tax laws of the any jurisdictions in which we operate. These 1ax laws are complex. and the manner in which they
apply to our facts is sometimes open to interpretation. 1n cstablishing the provision for incomie taxes, we must make judgnients about the application of these
inherently complex 1ax laws. Our income tax posilions and analysis are hased on currently enacled tax law. Fulure changes in tax law or related interpretations
could significantly impact the prevision for income taxces. the amount of taxes payable, and the deferred 1ax asset and liability balances. Changes in tax law arc
reflected in the period of enactment with related interpretations constdered in the period received.

Despite our beliel that our lax return positions arc consistemt with applicable tax laws, we believe that 1axing authorities could challenge certain posilions
Scttlement of any challenge can result in no change. a compleic disallowance, or some partial adjustment reached through negotiations or litigation. We record 1ax
benefits for uncentain tax positions bused 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 scttlement with a laxing authority that has [ull knowledge of ali
rclevant information. Significant judgment is required in making these detenninations and adjustments (o unrecognized tax benefiis may be necessary to reflect
actual taxcs payable upon scttlement. Adjustmenis related 1o positions impacting the effective ax rate afTect the provision for income taxes. Adjustments related
to positions impacting the timing of deductions impact deferred tax assets and liabilitics. For 1ax years 2007 to 2012 including the impact of a loss carryback to
2005, the 1RS has proposed 1o tax in the United States profits camed from certain parts transactions by Caterpillar SARL (CSARL). based on the IRS examination
team’s application ol “substance-over-form™ ur “assignment-ui-income™ judicial doctrines. CSARL. is primarily taxable locally in Switzerland. We arc vigorously
contesting the proposed mcreases (o tax and penaltics for these years of approximately $2.3 billion. We believe that the relevant transactions complied with
applicable tax laws and did not violate judicial doctrines. The purchase of paris by CSARL from unrclated partics and the subsequent sale of those parts to
unrclated dealers outside the United States have subswantial legal, commercial, and ceonomic conscquences for the panies involved.  Therclore. we have
concluded thut the largest amount of benefit that is more likely than not e be sustained related 1o this position is the entire benefit. As a result, no amount related
1o these 1RS adjustments is reflected in unrecognized tax benefitls. We have filed U.S. income 1ax rerurns on this same basis for years after 2012, We currently
believe the ultimate disposition of this matter will not have a material adverse effect on our consolidated financial position, liquidity or results of operations.
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Deferred tax assets gencrally represent tax benefits for tax deductions or credits available in future tax retums. Certain estimates and assurnptions are required to
determine whether it is more likely than not that all or some portion of the benefit of o deferred tax asset will not be realized. In making this assessment,
management analyzes the trend of U.S. GAAP camings and estimates the impact of future laxable income, reversing temporary differences and available prudent
and [casible tax planning strategies. We pive less weight in this analysis 10 mark-10-market adjustments to remeasure our pension and OPEB plans as we do not
consider these adjustments indicative of ongoing camings trends. Should a change in facts or circumstances lead to a change in judgment about the uitimate
realizability of a deferred tax asse1, 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 lor income taxes.

Additional information related 10 income taxes is included in Nole 6 - “Income taxes™ ol Pant I, [tem 8 “Financial siatements and Supplementary Daw.™
OTHER MATTERS
ENVIRONMENTAL AND LEGAL MATTERS

The Company is regulated by federal, state and international environmental laws governing our use, transport and disposal of subsiances and control of emissions.
In addition 10 governing our manufacturing and other operations, these laws ofien impact the development of our products, including, but not limited to, required
compliance with air cmissions standards applicable to intemal combustion engines. We have made, and will conunue 1o make, significant rescarch and
development and capital expenditures to comply with these emissions standards.

We arc engaged in remedial activitics at 2 number of locations. eiten with other companics, pursuant to federal and state laws. When it is probable we will pay
remedial costs at o stie, and those costs can be reasonably estimated, the investigation, remediation, and operating and maintenance costs are accrued against our
eamings. Costs are accrued based on consideration of currenlly available data and information with respect 1o each individual site. including available
technalogies, current applicable laws and regulations. and prior remediation cxperience. Where no amount within a range of estimates is more likely, we aceruc the
minimum. Where multiple potentially responsible parties are involved, we consider our proportionate share of the probable costs. In formulating the estimate of
probable costs. we do not consider simounts expected Lo be recovered [rom insurance companies or others. We reassess these acerued amounts on @ quarkerly basis,
The amount recorded for environmental remediation is not material and is included in Accrued expenscs. We believe there is no more than a remote chance that a
material amount for remedial activitics at any individual sitc. or at all the sites in the apggrepate, will be required.

On January 27, 2020, the Brozilian Federa! Environmental Agency (“iBAMA™) issucd Caterpillar Brasil 1.1da a notice of viclation regarding allcgations around the
requirements for use of imponied oils at the Piracicaba, Brazil facility. We have instituted processes to address the allcgations. While we ore still discussing
resolution of these allegations with [BAMA, the initial notice from IBAMA included a proposed fine of approximately $370,000. We do not expect this fine or
our response Lo address the allegations to have a material adverse effect on the Company’s consolidated results of operations, financial position or liquidity.

On January 7, 2015, thc Company reccived a grand jury subpocna from the U.S. District Count for the Central District of lllinois. The subpoena requests
documents and information (rom the Company relating 1o, among other things. [inancial information conceming U.S. and nun-U.S. Caterpillar subsidiarics
(including undistributed profits of non-U.S. subsidiarics and the movement of cash among U.S. and non-ULS. subsidiaties). The Company has received additional
subpoenas relating to this investipation requesting additional documents and information relating to, among other things, the purchase and resale of replacement
parts by Caterpillar Inc. and non-U. 8. Caterpillar subsidiaries. dividend distributions of ¢cenain non-U.S. Caterpillar subsidiaries, and Caterpillar SARL and related
structures. On March 2-3, 2017, agents with the Department of Commerce, the Federal Deposit Insurance Corporation and the [nternal Revenue Service executed
scarch and seizure warmants a1 three facilities of the Company in the Peoria, iHinois area, including its former corporate headguarters. The warmants identify, and
agents seized. documents and information related to. among other things, the expon of products from the United States, the movement of products between the
United Staics and Switzerland, the relationship between Caterpillar Ine. and Caterpillar SARL, and sales outside the Uniled States. It is the Company’s
undersianding that the warranis, which concern both 1ax and export activilics, are related 10 the ongoing grand jury investigation. The Company is continuing 1o
cooperate with this investigation. The Company is unable to predict the outcome or reasonably estimate any potential loss: however, we currently believe that this
matter will not have a material adverse effect on the Company’s consolidated results of operations, financial position or liquidity.
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On March 20, 2014, Brazil's Administrative Council for Fconomic Defense (CADE) published a Technical Opinion which named 18 companies and over 100
individuals as defendants, including rwo subsidiaries of Caterpillar Inc.. MGE - Equipamentos ¢ Scrvigos Ferrovidrios Ltda, (MGE) and Caterpillar Brasil Ltda.
The publication of the Technical Opinion opened CADE's official administrative investigation into allegations that the defendants panicipated in anticompetitive
bid activity for the construclion and maintenance of metre and imin nelworks in Brazil. While companics cannot be held criminally liable for anticompelitive
conduct in Brazil, criminal charges have been brought against one current employee of MGE and two former employees of MGE involving the same conducl
alleged by CADE. On July 8, 2019, CADE found MGL, onc of its current employees and two of its former employees liable for anticompetitive conduct. CBL
was dismissed [rom the proceeding without any finding of liahility. MGT. intends to appeal CADE's findings. We currently believe that this matier will not have a
maierial adverse effeet on the Company's consalidated results of operations, financial position or liquidity.

In addition. we are involved in other unresolved fcgal actions that arise in the nunmal course of business, The most prevalent of these unresolved actions involve
disputes related to product desipn, manufacture and perlormance liability {including claimed asbestos exposure), contracts, employment issucs. environmental
matters, intellectual property rights, taxes (other than income taxes) and sccuritics laws. The aggregate range of reasonably possible losses in excess of accrued
liabilitics, if any. associated with these unrcsolved legal actions is not material. [n some cases, we cannol reasonably estimate a range of loss because there is
insufTicient information regarding the matter. However, we believe there is no more than a remote chance that any liability arising from these matters would be
material. Although it is not possible to predict with certainty the outcome of these unresolved legal actions, we believe that these actions will not individually or in
the agaregate have a material adverse effect on our consolidated results of operations, financial position or liguidity.

RETIREMENT BENEFITS
We recognize mark-to-market gains and losses immediately through eamings upen the remeasurement of our pension and CPEB plans. Mark-o-market gains and
losses represent the effects of actual results dilfering from our assumptions and the efTects of changing assumptions. Changes in discount rates and difTerences

between the actual retum on plan assets and the expected return on plan assets penerally have the larpest impact on mark-to-market gains and losses.

The table below summarizes the amounts of nel periodic benefit cost recognized for 2019, 2018 and 2017, respectively, and includes expecied cost for 2020.

{Millions of dollars) 2020 Expecicd 2019 2018 2017

U.S. Pension Benefits ) (308) 4 (M 3 (149) % (85)
Non-11.5. Pension Benefits {4 19 [{)] 22
Other Postretirement Benelits 150 158 138 148
Mark-1o-market loss (gain} — ! 468 495 101
Total net periodic benelit cost (benelit) ] {162) s 638 S 415 8 342

' Expected net periodic benefit cost {bene(it) docs not include vn estimate for mark-lu-markel pains or losses.

+  Expected decrease In expense in 2020 compared to 2019 - Cxcluding the impact of mark-w-market gains and losses, our net periodic benelit cost is
expected to decrease $332 million in 2020. This decrcase is primarily duc to lower inlerest cost as a resull of lower discount rates at year-cnd 2019,
climination of service cost for our U.S. pension plans freczing benefit aceruals and higher expected return on plan assets due 10 a higher asset base a1 year-end
2019.

*  Increase in expense in 2019 compared (o 2018 - Primarily due (o lower expected retum on plan assets (U.S. pension plans had an expeeted rate of retumn of
5.9 percent in 2019 compared (0 6.3 percent in 2018) and higher interest costs due Lo higher discount rales al year-end 2018.

« Increasc in cxpensc in 2018 compared to 2017 - Primarily duc to higher net mark-to-market tosses in 2018 compared 1o 2017, This was partially offsct by a
higher expecied return on plan assets and curtailment gans compared {o curtailment and termination charges in 2017,

The primary lactors that resulted in mark-to-market losses for 2019, 2018 and 2017 are descnbed below. The net mark-to-market losses were included i Other
income (expense) in the Results of Operations,
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s 2019 net mark-to-market loss of $468 million - Primarily duc 1o lower discoun! rates at the end of 2019 compared to the end of 2018, This was partially
offset by a higher nctual return on plan assets compared to the expecied return on plan assels (U.S. pension plans had an acwal rate of return of 22.3 percent
compared o an expected rate of return of 5.9 percent).

2018 net mark-to-market loss of $495 million - Primarily duc to the difference between the actual return on plan assels compared 10 the expected relum on
plan assets (U.S. pension plans had an actual rate of return of negative 5.4 percent compared to an expected rate of return of 6.3 percent). This was partially
ofTs¢t by higher discount rates at the end of 2018 compared to the end of 2017.

¢ 2017 net mark-to-market loss of $301 million - Primarily due to lower discount rates at the end of 2017 compared to the end of 2016 and changes in our
mortality assumption {discussed below). This was partially offset by the difference between the actual return on plan asscts compared to the expected return on
plan assets (U.S. pension plans had an actual rate of return of 15.5 percent compared 10 an expecied rate of return of 6.7 percent).

In the fourth quarier of 2017, the company reviewed and made changes to the mortality assumptions primanily for our U.S. pension plans which resulted in an
ovenll increase in the life expectancy of plan participants. As of December 31, 2017 these changes resulted in an increase in our Liability for posteinployment
bencfils of approximately $290 miflion

In the first quarter of 2017, we announced the closure of our Gosselies. Belgium fucility. This announcement impacted certain employecs that pariicipated in a
defined benefit pension plan and resulted in a net loss of $20 million in the first quarter of 2017 for cunailment and termination benefits.

SENSITIVITY
Forcign Exchange Rate Sensitivity

ME&T operations usc foreign currency forward and option contracts to manage unmalched foreign currency cash inflow and oulflow. Our objective is Lo minimive
the risk of exchange rate movements that would reduce the U.S. dollar value of our fereign currency cash flow. Our policy allows for managing anticipated foreign
currency cash flow for up to approximately five years. Based on the anticipated and firmly committed cash inflow and outflow for our ME&T opcrations lor the
next 12 months and the foreign currency derivative instruments in place at year-end. a hypothetical 10 percent weakening of (he U.S. dollar relative (o all other
currencics would adversely affect our cxpected 2020 cash flow for our ME&T operations by approximaitely $225 million. Last year similar assumptions and
calculations yiclded a potential $250 million adverse impact on 2019 cash flow. We determinc our net exposures by calculating the difference in cash inflow and
outflow by currency and adding or subtracting owstanding fercign currency derivalive instruments. We muliiply these net amounts by 10 pereent to detennine the
sensitivity.

In managing foreign cummency risk for our Financial Producis opcrations, our objective is to minimize eamings volatility resulting fromm conversion and the
remeasurement of net foreign currency balance sheel positions and future transactions denominated in foreign currencies. Since our palicy allows the use of
foreign currency forward. option and cross currency contracts to offset the risk of currency mismatch between our assets and liabilities and exchange rate nisk
associated with fulure transactions denominated in foreign currencics, a 10 percent change in the value of the U.S. dollar relative 1o all other currencies would not
have a malterial effect on our consolidated linancial position, results of operations or cash flow. Neither our policy nor the effect of a 10 percent change in the value
of the U.S. dollar has changed from that reporied at the end of last year.

The cfTect of the hypothetical change in exchange rates ignores the eflect this movement may have on other variables, including competitive risk. If it were
pussible to quantify this competitive impact, the results would probably be different from the sensitivity effects shown above. In addition, it is unlikely that all
currencies would uniformly strengthen or weaken relative to the U.S. dollar. In reality, some currencics may weaken while others may strengthen. Qur primary
exposure {excluding competitive risk) is lo cxchange rate movements in the Swiss franc, Chinese yuan, Japanese yen, Indian rupee. and Australian dollar.

Interest Rate Sensitivity
For our ME&T operations, we have the option to usc interest rate contracts 1o lower the cost of borrowed (unds by attaching fixed-to-floating interest rate contracts
to lixed-rate debt, and by entering into forward rate agreements on future debt issuances, A hypothetical 100 basis point adverse move in interest raies along the

cntire interest rate yicld curve would have a minimal impact to the 2020 pre-1ax camings of ME&T. Last year, similar assumptions and calculations yielded a
minimal impact to 2019 pre-tax camings.
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For our Financial Products opcrations, we use interest rale derivative instruments primarily to meet our maich-funding objectives and strategics. We have a match-
funding policy that addresses the interest rate risk by aligning the interest rate profile (fixed or floating rate and duration) of our debt porifolio with the inlcrest rate
profile of our finance receivable portfolio within predetermined range on an ongoing basis. Tn connection with that policy. we use inlcrest rale derivative
instruments to modily the debt siructure to match assets within the finance receivable portfolio. Maich funding reduces the volatility of margins between interest-
bearing assels and intcrest-bearing liabilities, repardless of which dircetion interest rates move.

In order to properly mannge sensitivity to changes in interest rales, Financial Products measures the potential impact of different interest rate assumptions on pre-
tax carnings. All on-balance sheet positions, including dervative financial insiruments, are included in the analysis. The primary assumptions included in the
analysis arc that therc are no new fixed rate assets or liabilities, the proportion of fixed rate debt to fixed rale assets remains unchanged and the level of floating
ratc asseis and debl remain conslant. An analysis of the Trecember 31, 2019 balance sheet, using these assumptions, estimaltes the impact of a 100 basis point
immediate and sustained adverse change in interest rales lo have a minimal impact on 2020 pre-tax eamings. Last ycar, similar assumptions and calculations
yiclded a minimal impact to 2019 pre-tax carnings.

This analysis doues net necessarily represent our current outlook of future market interest raie movement, nor does it consider any actions manzgement could
undertake in response to changes in inlerest rates. Accordingly, no assurance can be given that actual results would be consistent with the results of our estimate.

N-G AN s

The following definitions arc provided for the non-GAAP financial measures used in this report. These non-GAAP financial measures have no standardized
meaning prescribed by U.S. GAAP and therefore are unlikely 10 be comparable Lo the calculation of similar measurcs lor other companies. Management does nat
intend these items to be considered in isolation or as a subslitute for the related GAAP measures.

We belicve it is important to scparately quantily the profit impact of several significant items in order for our results 1o be meaningful 1o our readers. These items
consist of (i) pension and OPEB mark-to-market losses resufting [rom plan remeasurements, (ii) U.S. tax reform impact, (i) restructuring costs in 2018, which
were incurred Lo generate longer-term benefits and {iv) certain deferred 1ax valuation allowance adjustments. We do not consider these items indicative of earnings
from ongoing business activilies and believe the non-GAADP measures will provide investors with useful perspective on underlying business results and trends and
aid with assessing our period-vver-period results. In addition, we provide a calculation of ME&T (ree cash flow as we belicve it s an important measure for
investors to defermine the cash generation available for financing acuvities including debt repayments, dividends and share repurchases.

Reconcilintions of adjusted operaling profit margin to the most direcily comparable GAAP measure. operaing profil as a percent of sales and revenucs are as
follows:

Threc Meonths Ended December 31, Twelve Months Ended December 31,
2019 2018 2019 2018
Opcrating profit as & percent of total sales and revenues 14.1% 13.1% 15.4% 15.2%
Restructuring cosis ! ~—% 0.7% —% 0.7%
Adjusted operating profit margin 14.1% 13.8% 15.4% 15.9%

1 24119 Restnicluring cusls wen: mof malesial
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Reconciliations of adjusted profit before taxes to the most directly comparable GAAP measure. consolidated profit before taxes, are as follows:

Three Months Ended December 31,  Twelve Moaths Ended December 31,
{millivny of dollars) 2019 2018 2019 2018

Profit before taxes 3 1365 $ 1367 § 7812 % 7822
Mark-to-market losses s 468 S 495 % 468 § 495
Restructuring costs 3 — % 93 3 — 3 Khi
Adjusted profit before laxes H 1833 § 1,955 § 8.280 8.703

Reconciliations of adjusted profit per share to the most direclly comparable GAAP measure, prolul per share - diluted, are as follows:

Threc Months Ended December  Twelve Months Ended December

31, a1,
2019 2018 2019 2018
Profit per share - diluted s 197 § 1.78 % 10.74 S 10.26
Per share mark-to-market losses ! s 065 § 0.66 8§ 064 3§ 0.64
Per share U S, tax reflorm impact 3 — (1K1 B @3 3 10.17)
Per share restrucluring costs 2 s — 5 013§ — s 0.50
Per share delerred wnx valuation allowance adjustnients 3 — 3 011y % — 3 {0,01)
Adjusted profit per shore s 163 3 255 % 11.06 3 11.22

! Al stalutory 1ax rales.

2 2018 resirucluring casls were af stalvlory tax rates. 2019 restructuring costs were not malerial,

Reconciliations of ME&T free cash Mow to the tnost directly comparable GAAP measure. net cash provided by opcrating activitics are as follows:

Twehves Months Ended

Millions of dellars December 31,

2019 2018
ME&T net cash provided by operating activitics ! b3 4871 S 6,347
ME&T discretionary pension contributions b 1.500 S 1.000
MLE&T capital expenditures s (1.074) S (1,221
ME&'T lree cash flow 5 5297 S 6,120

! See reconciliation of ME&T net cash provided by operating activities 1o consolidated net cash provided by operating activilics on page 63.
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Supplemental Coansolidating Data

We are providing supplemental consolidating data for the purpose of additional analysis. The dala has been grouped as follows:

Consolidated — Caterpillar Inc. and its subsidiarics.

Machinery, Encrgy & Transportation — Caterpillar defines Machinery, Gacrgy & Transporiation as it is presented in the supplemental data as Caterpillar Inc.
and its subsidiarics wilh Financial Products accounted for on the equily basis. Machinery, Fnergy & Transportation information relates to the design,
manufacturing and marketing of our products. Financial Products’ information rclates to the financing to custemers and dealers for the purchase and lease of
Caterpillar and other equipment. The nature ol these businesses is difTerent, cspecially with regard to the financial position and cash flow items. Caterpiliar
management utilizes this presentation intemally 1o highlight these differences. We also believe this presemation will assist readers in understanding our business.
Financial Products ~ Our finance and insurance subsidiaries, primarily Cat Financial and Insurance Services.

Consolidating Ad]Jusiments — Eliminations of transactions between Machinery, Energy & Transponation and Financial Products.

Pages 61 to 63 reconcile Machinery. Energy & Transporiation with Financial Producis on the equity basis to Caterpillar Inc. consolidated financial information.
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Supplemental Data for Results of Operations
For The Years Ended December 31

Suppicmcnial cahvelldatioyg deta
Mlnchinery, Flarncial Comalidating
Comsoliduied Emergy & Tranipactation' Predumcis Ad]ostreeaty
{Millous of doliars) 2019 o1s 2017 iy P11 1 w7 201% i w7 2aly p 111 217
Sates and resemwes:
Sales nf Machinery, IEnergy & Tranaporation 3 50,755 § 51822 S 42676 $ 50.78% $51.802 § e 5§ — 5 — 5 — 5 — f - L
Revenua of Financiadd Products 35 2500 2.7 -_— —_ —_ 35N 332 ALY (S} T (w2 T 3En
Tovial sakes and revenues 53,609 H.722 45462 753 51,821 42676 s 3362 3167 {826) (462} (181)
Operating cous:
Coxl uf goods sold 36,618 997 320 Iaeid 16998 s — — — ! (3 3
Sclling, generat and pdmimsinive oxpenacs s.162 478 4,99 4444 4,475 4411 37 824 (£ 9 1 p (16)
Research and develnpment expemes 1493 1650 1842 1693 1.850 a2 — — —_ - — —
Intereat cxpuse of Financial Prodwett TS 12 Lol — — — T84 T5h o7 (an 4 {3y 4 (21}
Cnher operating {meame) expenses 1.271 1,342 2233 14 144 1.050 1,197 1.259 1,220 oy 1 2 8 21)
Tolsl oerTiing codn 45,510 LI0E el 41.002 41785 A3667 IR3TH 2318 2840 149 195) {71%) [hi4]
Operaling profk .25 8.2V} A Ao e 5155 EATL S 751 522 57h [EATH (381) (3
Inkereet cxpemse oxcluding Financial Producis 421 04 83 429 448 421 — — —_ 1 (44) 4 1)
Qiber incang (capense} [LE] whn 153 {3404 39N {17 ] {163 922 413 5 RET 231
Ceansollduied profit befare taxes 1812 T.R22 4.082 6981 7316 REIE! 83l 306 FoR —_ — —
Piavison (benefit) for incame laacs 1746 1.69% 139 1512 1574 inr 34 124 n - — —
Profit (kres) of consolidated commanics Y™ a1 ) 5468 5,742 &) [ 38 T46 — — —
Equaty i profit {loas) of unc lidated affiliaied Pl 24 1] 20 24 16 — — — — — —
Lyuily in profit of Fisancisl Products” subsidiaries — — - 575 62 3 — — —_ (X719 ¢ (6 * (13§)
Profll of conwldaicd nod aflilnicd comprnicy b0 b 48 7549 4472 0,128 751 7 a2 T 1575 (362) {135
Luxs® Profit (loss) stinbutablc 10 ngocostmlling inderorls | 1 3 [H ] (19 (3 1 ] H — — —
Praflt 3 W 3 647 3} 1 5 609) % 6147 s Ehs 5 55 5 e 5 3(31%) $(6 LXyaAL ]
I Repeesents Catgrpillar Inc. and s shaidiarics with Financial Praducts avcounted for em the coquiy
: I;Tl‘r:lmrm W Findncal Produce’ revenses camed  fron Machinery, Unergy &
Trumpuriation.
! Elrmnanen of nct cxpemes reconkcd by Machinay, Fnagy & Tramporiaion pail te Finascial
4 n:;dn:‘ul:m of imcresn expense revorded  betwoen Finamcml Producin ad Machimay. Foorgy &
Tronaeizlion
% Lhminatian ot discount recorded by Machinery, Fnorgy & Tronp on icccivables zokd to Filanvial Products and ol imero carued boiwern Machinary. Fiergy & Tramspurtation amd Futseial
. :'I‘:nhru:mn of Foaacial Producs® profir doc 10 cquny method of
? :;rn tinisbk 10 conumon
sharchakkers
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Supplemental Data for Financial Position

Al December 31 Suppbemenial comsolldaiing data
Afachincry, Fimaneist Cansolidaging
Coniupllduird Encrgy & Tramperiatisn' Preducts Adjustosenes
{Mutions of dollars) Fi 18] ms 1y P10 | 201% 1010 2049 b1 113
Anels
Currom anicts:
Crah osal thori-lem iresiments H s s 1837 % 1 5 6963 us S uy - S —
Receivahles - trade and tiher W53 ®R2 1137 3477 451 401 430 1704
Receivables - linuke [ 5] K050 —_ — 14,489 11.9%% {5.153) ! (5,339
Prepaid capenses mod other oot asscte LT13% 1.765 12w 1227 i1y 583 Aoy 4 (45)
[nventuries 1124 11.529 11,286 11,519 — — — —_
Total current aels RENLX] .0 13,591 24,401 164% 15.842 {451y 11,6601
Property. plant and equipmen - net 1294 13,574 2606 9,085 429 2,479 - -
Long-term receisables - trade and other 1.193 1141 s 02 151 204 6y 1 655
1_ung-term receivahles - finance 12651 13080 — —_ 139 11951 (Tay 3 sy
lovextments mn Fanancial Preducis sobasdianes —_ — 4,164 1672 — — (+268) * (3670
Non¢urrem deterred and refomdable incame 1axer La11 1439 2002 2015 1? ll& (Tom) ¢ {692)
Intangible aswcta 1,55 1,497 1.56% 1.5u7 —_ — —_ —_
Crochwanll (91,7 w217 v 6217 —_ — — —
Orber aases 30 2332 1563 136 1572 | 446 1L —
Total asseds s THASL ) 7559 s 4437 - ARATS 15,947 3 J6ims (5931} b3 16.034)
1 iablties
Crmrent lidbdlinies:
Shitderm bormowingy 3 LA 1YY 5 5721 b 5 s — s 5 571 — b —
Shurt-crm bomowings with comadidatd companis — — — — [ ] 1,51 [{ /I {1,5000
Accoums payable 5957 7051 ss 6972 212 1% U * (1158
Actrual capenses 750 157 LEIH] iz 335 il -— —
Accried wages, aalarics and cmiluyee baicfit 1,629 23 1,569 2350 L] u —_ —
Cusbmner achances L7 1243 LR 1243 — - - —
Dividersds payable 47 195 7 495 — — — —
Oilr current habilnigs 2,158 1919 1,639 1.532 458 413 {183 &M [E10}
Long-term dete doe wathin onc year 6210 5830 11} ¢ &I 5420 — —
Taual carreni [iabilines la.621 RZIE 14377 15514 13,117 14.065 (F {1.661)
Long-term tehi due afier one year 20,281 25001 151 KOl 17,140 16,995 (o " {1y}
Lihilny for postemploymem beoelins 45 7455 [ %0, 7455 — - — —
Onber |rshilmes 438 13560 J.adl AN 1438 13)6 g ¢ [Liadll
Total labltlibkes 63.824 d.4729 REE-ILS 34395 31687 12366 (1.671) 12.362)
Commhments and comtiopenches
Sharcholders’ cquiy
Cainmoa wock 5915 5827 5915 5327 e @19 (LI 919
Tremury siovk (24.217) {20.531) {24217} 2050y — - - —_
Prafit empinyed in U busene s 34437 mnaz27 437 30427 1947 54} (3.9 * 13,83
AT tricd etber comprehensive income (knx) {1,547 (L84 {L,5¢N {1631 {K2K5) {3 128 5 I
Nonconlolling micrests d1 41 41 4] 172 153 um s (L5}
Todal sharchelders’ cqulry 14,629 14080 14.62% 14,080 4260 3672 {4260y 13.672y
Tmtal NabiThies and sharchebdens” equity 1 T8.453 3 TR.509 3 45,437 3 43,475 37 3 36.068 {5.9310) s {603

I Represems Coerpallar Inc. and s subsidsaries with Fiancial Pioducis accouved for on e equily

hasi.

1 plwmnation of roecivablo heiween Machioery, Fnerpy & Jransporietion esd Finencial

Products

' Reclassificxion of Machsery, Cnergy & Tramporiaion's rade recrissbkes purchnsed by Fmamcul Pioduct and Fi

receivables.

4 Clinnnaim of Muchinery, Energy & Transporanon’s inswmnee premiuma tbat are prepaid o Financial

Products,

3 Eliminsion of Fismeial Products” equity whech is wewnied for by Machiocry, Erergy & Transportaliva on the equity

basiy,

+  Reclawificabon reflecliag required netling of deforred Lin asseb Tiabiliws by taxing

Juciediction.

Producis

Llmination of otler inercompany aewty between Machinery, Frergy & Trorsponalion aml Finascial

mancial Products’ wholealke inyorory

[



Fliminanion of dc'b1 between iothi_m:ry. Encrgy . & Transporatuon.and Fmancial

. Products

Flimine of bles t n Machloery Energy & Trnsporimicn and Financinl’

- Products.

Lliminsion of..prepaid msarance in Financial Prodocts’ other
liabilirics )
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Supplemental Data for Statement of Cash Flow
For the¢ Years Ended December 31

Sopplenrcutal comsobidariup dals

Macinery,
knergy & Financisl C
Ceyolidated Truoyporiaties ' Products Adjustmenats
{Millloas of dollars) 1049 ik wie iz 019 i 2019 bLTE)
Cush Mlow from operating activilies:
Proffl {loss) of consulwdated mod eifiliated companics [¥ ) 3 AL 5 &2 § el8 3 o 3382 5TH IS (362}
Adjusiments lor non-cash iems.
Dreprecanivn and ameoct.zaton L5TT 2.6 1,711 1895 B4 an —_ —_
Undistnbaed prof of Fioanewl Produsts — — {550 — — — x5y —
Actuinl (£ain) (nsx on pension s kelelirhe benefit 488 495 463 495 —_ — — —
Prot v {benetit} for defemed o iaxer P 220 ] 149 13 H| — —_—
Ouhet 75 1,000 456 41 215 178 Lk 304
Firancial Peaducix’ dis idend in excesx of profiu — - - 57 — — - (51
Changes in areets aml lubililies. net of acquisitivns and drventituncs
Receivables - trade and ather 171 {1.619) 4 (399) 15 6 151 44 {1220
Inventonics N L] 1sa {1.528) — —- 4 4 [E1H]
Avcpunis payable (1,025 09 (985 77 n (55 {82y 4 i
Accrued cxporigs 172 101 157 n {ax kU [r IR _—
Actrued wapes, xalanes amd eamphyee henefils {7157 1162) (kati] {14 LS 2 —_— —
Ciohiancr sdvarces {10} {158 4] {183 —_ — n 4 —_
Orher assex—net (L2} 4| {166} 6 kL] {14) s 4 »
(Hher habilities —oet (1.662) i1,3R5) {L315) (1421 ) 5 (16} + 3%
Nei cazh provided by {useel tor) sperating setivitces [ H 1358 4171 347 1.503 1323 i (LAY
Cwab flow frem levestion sctlviles:
Caputal cxpendaiures —cxchuding equif leosed wr ithwers (1.456) (1270} (1034 {1.168 [E 1) (103 - —
Fxpendnurcs ot cquipmet leased fo others 01413 (1.630 o [0 (1.616) (1,667 n o %0
Trocerds frum ditposals of keased Haels and propeny, plani and equipment 1.1% 916 164 182 1.092 K1l (e3 4 127
Addian 1u Mnasce receivables {ILTT {12,184 — — {14.279) {13595) 1,93 ¢ 1.412
Colkcioos ol finaike reppivables 1183 10,941 — — 11517 12313 (LA} & {1eld)
Nel inkrcompany purchaied receiyubles - — — — (2] (1.040) {640} * 1.5
Proceeds fum sale of [inance receisshies 138 41 — - 235 477 —_ -
Nt intereampany burruwings —_ —_ L) [1H A Al {3 3 {14)
Iny essmenis arad ecquisitions inct af cash srquird} (47) (9 {47 1152) — — — —_
Pruceeds lrom sale ol businesses amx! inscadmenis (el of cash sukl) 41 1t 3 a2 h}.] — — i
Prococds from ke of socunilics 51 1 n 162 497 80 —_ -
Inveshnénts in sceurilics {552) [308) 27) (24) {525 (432) — —
A her~—rel {14) 11 ) 1 2% It} — |
Nt cush provided by (uscd fur) myveding activites {L91m) (321 5 (1.187) 41 (2.776) {1.466) 751
Cush New from (Inanclog acilvifies:
Nividends paid (2132} 1Ly {2.132) {1951 (25 1119 5 . 419
Commoa stock isuucy, includiog beasury sharcs reiusd Fat s i a3 — 1 — 1]
Common shues repure hused 047 (5. 79K) {4047 {3,71981 — — — —
Net intercompany bormawings _ - (1} 130 (s08} {IEN w2 143
Procecds (rom debt ixsued {origmal manumicics grealer than Ltheee nioodhs) M 8907 147 7 8,342 3.850 - —
Payments on Jebr taniginal oturuics greater than hree manths) (AL297) (.29 12} ] {8.285) (182 - -
Shut-Lerm haarowmgs - net {ungmal maniritica three momba o lessy [{EL] T2 1] — {145 Tod — —
Otber—net 4] (30 [K]] (>0 — — - —
Net ensh provided by {used fort financing actissties 43 {3.650) (HATS) {5.47h (" 1260 bl 561
EtTeut uf exchanpe raie changes wa cash (44) (134 Hn n [T1) (15} — —
Increase {derrease) In carh and sheri-{crm iny ceiments and redtricted cush 402 (430) M (422) of [t.4] — —_
Cash and shori-crm iny cxtmenis smd reyirictod cash ot beginamg of periad 759 ¥.10 [ Rai) 7416 ) 904 — —
Cash nad thist-letin investments and reriricicrd cash on end ol porid 292 I TR0 s 32 § 69% H 990 KO4 — 5 —

' Represeots Cerpillan Ime. and s sobsidianies with Financial Froducly accounted far un the equity

basis
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2 Ehimination of Finaiel Prochicws” proflt aner wx due 1o cquity method of

accoumiing,

} Elepinaion of non-cush ad for the usdotnbeicd from Financial
Prowdocts

LR | ol h ad and chaoges in agseis and labilwes reloked W consolidaicd
1epoting

3 Elminuwon of Finangial Products™ dividend 10 Machinery, Exergy & Trongportalon it ¢agéis ol Finangin) Prochacts”
rofit.

¢ Reclaswiicauon of Frunclaf Products” eash flow acindy from investing 1o operang for neceisabbes thar arose [rom the sale of
myventory.

7 Lliminwion of proceeds reeeived from 'mancisl Praducis elaled ta Machinery, Lnergy & Transporion’s sale of uwsinevses and
nvesimesnia,

5 Elimination of net procesds aml payments kv/from Machinerx Energy & Transportitin amd Financial
Producis

*  Flminativn of change in invesimeot and common stoch rolakd to Financial
Products.

1*  Eliminstivn of dividend from Fioancial Prodocls to Machenery, Fnorgy &
Trangportrion

63




Iable of Contents
Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Information required by liem 7A appears in Note | — “Operations and summary of significant accounting policies,” Note 4 — “Derivative financial instruments
and risk management,” Note 18 — “Fair value disclosures™ and Note 19 — “Concentration of credit risk™ ol Part 11, ltem 8 “Financial Statements and

Supplementary Data.™ Other information required by Itern 7A is included in Part T1, Item 7 “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.”
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[tem 8. Financial Statements and Sopplementary
Data.

MANAGEMENT'S REPORT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Caterpillar Inc. (company) is responsible for establishing and maintaining adequate imemal control over financial reporting as such tenn is
defined in Rule 13a-15() under the Exchange Acl. Our intemal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of our financial reporting and the preparation of financial statements for cxternal purposes in accordance with generally accepted accounting
principles. Our internal control over financial reporting includes those policies and procedures that (i) pertain 10 the maintenance of records thal, in reasenable
detail, accurately and fairly reflect the wransactions and dispositions of the asscts of the company:, (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipis and expenditures of the
company arc being made only in accordance with amhorizations of management and directors of the company: and {iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized ncquisition, use, or dispusition of the company’s asscis that could have a material cffect on the financial stiicments.

Because of its inherent limitations. internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
cffectiveness o fulure periods are subject to the risk that controls may become inadequate because of changes in condilions, or that the degree of compliange with
the policies or procedures may deteriorate

Management assessed the efTectivencss of the company’s intemal control over financial reporting as of Tdecember 31, 2019. In making this asscssment, we used the
criteria sct forth by the Commiitec of Sponsonng Orpanizations of the Treadway Comimission (COSO) in fnternal Conirol—Integrared Framework (2013) Basced
on our assessinent we concluded that, as of December 31, 2019, the company”s intemal control over financial reporting was effective based on those criteria.

The efectiveness of the company’s intemal control over financial reporting as of December 31, 2019 has been audiled by PricewaterhouseCoopers LLP. an
independent registered public accounting firm. Their report appears on papes 66-67.

75/ D). James Umpleby 1
D. James Umpleby 11
Chicf Exceutive QOfficer

/3 Andrew R.J. Bonficld
Andrew R.J. Bonficld
Chief Financial Officer

February 19, 2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Dircctors and Sharcholders of Caterpillar Inc.

Opinions on the Financial Statements and Internal Contrel aver Financial Reporting

We have audited the accompanying consulidated slatement of financial position of Caterpillar Inc. and its subsidiarics (thc "Company™) as of December 31, 2019
and 2018, and the related consolidated statemenis of resulis of operations, comprehensive income (loss), changes in sharcholders® equity, and cash flow for each of
the three years in the period ended December 31, 2019, including the related notes {colleclively referred to as the “vonsolidated financial statements™). We also
hove audited the Company s internal control over financial reporting as of December 31, 2019, based on criteria established in Internal Controf - hntegrated
Framework {2013) issucd by the Commiltee of Sponsoring Organizations ol the Treadway Commission {COSO).

In our opinion, the consolidatcd financial statements referred 10 above present fairly, in all material respects, the financial position of the Company as of December
31, 2019 and 2018, and the results of its operations and its cash flows far each of the three years in the period ended December 31, 2019 in conformity with
accounting principles generally accepied in the United States of America. Also in our opinion. the Company maintained. in all material respects. ¢ffective internal
control over financial reporting as of December 31, 2319, based on crileria cstablished in fnternal Controf - Integrated Framework (201 3) issued by the COS().

Basis for Opinians

The Company's management is responsible lor these consulidated financial stalements, [or maintaining efTeclive intemal control over financial reporting, and for
its assessment of the effectiveness of'internal control over financial reporting, included in the accompanying Management’s Report on Internal Control over
Financial Reporting. Our responsibilily is to express opinions on the Company’s consolidated financial statements and on the Company’s intemnal control over
financial reponting based on our audits. We are a public accounting tirm registercd with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Cownmission and the PCAOB.

We conducled our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perforn the audits 10 obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud. and whether effective intlernal
control over financial reporting was maintained in all matcrial respects.

Qur audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or raud, and performing procedures that respond Lo those risks. Such procedures included examining. on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial staiements. Qur audits also included evaluating the accounting principles vsed and significant
cstimates made by management, as well as evaluating the overall presentation of the consolidated tinancial statements. Our audit of internal control over financial
reporting included obtaining an understanding of imernal control over financial reporting. assessing the risk that a material weakncss cxists, and 1esting and
evaluating the design and operaling effectiveness of intemal control based on the assessed risk. Our audits also included perfonning such ather procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our apinions.

Definition and Limitations of Internal Controd over Financial Reporting

A company's interat control over financial reporting is a process designed 1o provide reasonable assurance regarding the reliability of financial reporting and the
prepatation of financial statements for external purposcs in accordance with generally accepted accounting principles. A company's internal control over financial
reporting includes those policies and procedures that (i) periain to the maintenance of records thay, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (ii} provide reasonable assurance that transactions are recorded as necessary Lo permit preparation of financial
stalemenis in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations ol management and directars of the company: and (iii) provide reasnnable assurance regarding prevention or timely detection of unauthorized
acguisition, use, or disposition of the company’s asscts that could have a material effect on the financial statements.
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Becausc of its inherent limitations, internal control over linaucial reporting may not prevent or detect missiatements. Also, projections of any cvaluation of
clTectiveness te future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matter communicated below is a matter anising from the current peried audit of the consolidated financial statements that was communicated or
required 10 be communicated (o the audit commitice and that (i) relates (o accounts ot disclosures that are matcrial (o the consolidated finoncial statemcents and (i}
involved our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not alier in any way our opinion on the
consolidated financial statcments, taken as a whole, and we arc not, by communicating the critical audit matter below, providing a separate opinion on the critical
audit matter or on the accounts or disclosures to which it relates,

Uncertain Tax Position - Caterpillar SARL IRS Examination

As described in Note 6 to (he consolidated financial statements, as a result ol the audits of the Company’s U.S, 2007 10 2012 income tax retumns. including the
immpact of a loss carryback to 2005, the Internal Revenue Service (“[RS") has proposed to tax in the U.S. profits camed from cernain parts transactions by
Caterpillar SARL (*CSARL™). This proposal is based on the [RS examination tcam’s application of the “substance-over-form” or “assignment-of-income™ judicial
doctrines. As described by management, the Company is vigorously contesting the proposed increases (o tax and penalites for these years of approximately $2.3
billiom, as management belicves that the relevant transactions complied with applicable tax laws and did not violate judicial doctrines. As disclosed by
management, the purchasc of pans by CSARL Irom unrelated partics and the subsequent sale of those parts to unrelated dealers oulside the U.S. have substantial
legal, commercial, and economic consequences for the partics involved. Management has concluded that the largest amount of benefit that is more likely than not
10 be sustained related to this position is the entirc benefit. As a result, no amount related o these IRS adjustments is reflected in the Company’s unrecognized tax
benefits. The Company has filed U.S, income tax returns on this same basis for years after 2012.

The principal considerations for our detennination thal performing procedures relating to the unceniain tax position arising from the CSARL IRS Examination is a
critical audit matter are there was significant judgment by management in evaluating the amount of the benefit that is more tikely than not o be sustained related 1o
the position, which in turn led 1o a high degree of auditor judgmem, subjectivity and effort in performing procedurcs to evaluate whether the position was more
likely than not to be sustained. Also. the audit effort invelved the use of professionals with specialized skill and knowledge to assist in evaluating the audit
evidence oblained from these procedures.

Addressing the matier invelved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the cunsolidaled financial
statements. These procedures included lesting the effectivencss of controls relating o the uncertain tax position arising from the CSARL IRS Examination. These
procedures also included, among others, (i) evaluating inanagement’s process for determining the reasonableness of the uncertain tax position, including reading
certain intercompany and third-party agreements which are relevant 1o evaluating the legal form and substance of the CSARY. transaction Mows: (ii) evaluating
management’s assessment of whether the position was more likely than not to produce a tax benefit and the determination by management of the largest amount of
benefit that is more likely than net to be sustained related to this position; and (iii) evaluating the Revenue Agent Reports (“RARs"™) from the iRS and
management’s prolests of the RARs. Professionals with specialized skill and knowledge were used 1o assist in cvaluating the applicable tax laws and judicial
doctrines refated 10 this matter as well as changes in relevant tax regulations, rulings, and case law.

s/ PricewaterfiouseCoopers LLP

Peona, linois
February 19, 2020

We have served as the Company's auditor since 1925,
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STATEMENT | Caterpillar Inc.
Consolidated Results of Operatlons for the Years EndedDecember 31
(Dollars in milltons except per share data)
2019 2018 2017
Sales and revenucs:
Sales of Machinery. Encrgy & Transporiation 50,755 51,822 § 42,676
Revenues of Financial Products 3,045 2.900 2,786
Total sales and revenuces 53,800 54,722 45402
Operating costs:
Cost of goods sold 36,630 36,997 31,260
Sclling, gencral and administrative cxpenses 5,162 5478 4,959
Research and development expenscs 1,693 1,850 1,842
[nterest expense of Financial Products 754 722 646
Other operating {income) cxpenses 1.271 1,382 2.255
Tolal operating cosls 45510 46,429 41.002
Opcerating proflt 8,290 8.293 4.460
Interest expense exciuding Financial Products 421 404 331
Other income {(expensc) {57 {67) 153
Consolidated profit before taxes 7,812 7.822 4082
Provision (benefit) for income taxes 1,746 1,698 3.339
Profit of consolidaled companies 6,066 6,124 743
Equity in profit (loss) of unconsolidated afTiliated companies 28 24 16
Profit of consolidated and affiliated companies 6,094 6,148 759
Less: Profil {loss) attributable to noncontrolling interests 1 | 5
Profit! 6,093 6,147 754
Proflt per common share 10.85 10.39 1.27
Profit per common share — diluted? 10.74 10.26 1.26
Weighted-average common shares outstanding (millions)
- Basic 561.6 3914 591.8
- Diluted 567.5 5994 599.3

! Profit attributable 1o common shareholders.

! Diluted by ossunied exercisge of stock-based compensation awards. using the treasury stock method,

Sec accompanyiog notes to Consolldated Financial Statements.
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STATEMENT 2

Consolidated Comprchensive Income (L.oss) for the Years Ended December 31
{Millions of dollars)

Caterpillar Ine.

2019 2018 2017

Profit (loss) of consolidated and affiliated companics

$ 6094 S§ 6148 § 759
Other comprehensive income (loss), net of tax:

Foreign currency translation. net of tax {provision)benefit of; 2019 - $(5): 2018 - 3(24): 2017 - $96 16 (396) 765
Pension and other posiretirement benefits:
Currenl year prior service credit (cost), net of tax {provisionybenefit of: 2019 - 30: 2018 - 3(6); 2017 - 3(26) ) (6) 48
Amonrization of prior scrvice (credit) cost, nct of tax (provision)ybenefit of: 2019 -$10; 2018 - $8; 2017 - 39 30 (28) (16}
Derivative financial instruments:
Gains (losses) deferred, net of tax (provision)/bencfit of: 2019 -S(14); 2018 - 3(19); 2017 - $2 43 Gl (R3]
{Gains) losses reclassificd to eamings. net of tax (provision¥benefit of: 2019 -$15: 2018 - 831: 2017 - $(44) (51) (100} 77
Available-for-salc securities:
Gains (losses) deferred, net of 1ax (provisionybenelit of: 2019 -$(10); 2018 - $3; 2017 - $(23) 35 {12) 4]
(Gains) losses reclassified to camings. net of tax (provision¥henefit of: 2009 -50; 2018 - $0; 2017 - $35 — — {65)
Tolal other comprehensive income (loss), net of 1ax 9 (481) 847
Comprchensive income (loss) 6,103 5.667 1.606
Less: comprehensive income attributable to the noncontrolling interests I 1 5

Comprehensive income (loss) attributable te sharcholders $ 6102 5 5666 % 1.60)

Sce accompanylng notes to Consolidated Financial Statements.
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STATEMENT 3
Consolidated Financial Position at December 31
(Dollars in millions)

Caterpillar Inc.

Assets
Currenl asscls:
Cash and short-term investments
Receivables — (rade and other
Receivables - finance
Prepaid cxpenses and other current assels
[nventories

Total current assets

Property. plant and equipment — nct
Long-term reccivables ~ trade and other
Long-term receivables - finance
Noncurrent deferred and refundable income taxcs
Intangible assets
Goodwill
Other assets
Total assets

Liabilitics
Current liabilitics:
Short-term borrowings:
Machinery, Encrgy & Transporiation
IFinancial Products
Accounls payable
Accrued expenses
Accrued wagpes, salaries and cmploycee benefits
Custoner advances
Dividends payable
Other current liabilities
Long-term debt due within one year:
Machinery, Encrgy & Transpertation
Financial Products
Total current Liabilities
Long-tenin debt duc after one year:
Machinery, Erergy & Transportalion
Financial Producls
Liability for posicmployment benefits
Onher liabilities
Total liabilities

Commitments and contingencies {Notes 21 and 22)

Sharcholders® equity
Common stock of $1.00 par value:

Authorized shares: 2.000.000,000

Issued shares: (2019 and 2018 — 814,894,624 sharcs) at paid-in amount
Treasury stock: (2019 - 264 312,014 shares: and 2018 — 239,351 886 sharcs) at cost

Profit employed in the busincss
Accumulated other comprehensive income (loss)
Noncontrolling interests

Totol sharcholders’ equity

Teotal liabilities and sharcholders” equity

2019 2018
8281 § 7857
8,568 8,802
9,336 8.650
1,739 1,765
11,266 11.529
39,193 38.603
12.904 13,51
1,193 [.161
12,651 13,286
1,411 1439
1,565 1897
6,196 6,217
3340 2,332
78453 § 78.509
5 % —
5,161 5,723
5957 7.051
3,750 3573
1,629 2,384
1,187 1.243
567 495
2,155 1919
16 10
6,194 5,820
26,621 28.218
9,141 8.005
17,140 16995
6,599 7455
4,323 3,756
63,824 64,429
5,935 5427
(24,217) (20.531)
34,437 30427
(1,567) (1.684)
41 41
14,629 14.080
78453 S 78.509




See accompanying notes lo Consalidated Financial Stateiments.
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STATEMENT 4 Caterpillar Inc.
Changes in Consolldated Sharcholders® Equity for the Years Ended December 31
(Dollars in millions)
Profit Accorolated
employed olber
Comman Treasury in the comprehenslve Nancontrolling
stock slock busincss income (loss) interests Tatal
Balance at Junoary 1, 2017 H 3277 5§ (17478} § 27392 % (2,03%) 76 s 53,228
Profit (luass) of consolidured amd afTiliated companies —_ —_ 754 — 5 759
Foreign currency translation. nel of tax —_ —_ — T6% — 765
Pension and other postretirement benefits, net of tax — — — 2 —_ n
Derivative financinl instruments. net ol tax —_ - — ! — 74
Available-for-sale sccurities, net of fox — — — (24) — {24)
Chanpe in owrership from noncontrelling inferests 4 — — —_ (£} |
Dividends declared — — {1.845) —_ -_ (1.845)
Distribution to nonconirutling interesis — — — — 9 &3]
Commun shares 1ssued ffom treasuny stock for stogk-based
compensation: 11,139,748 93 473 — — — 566
Stock-based compensation expense 206 — — -_— — 206
Other 13 — — — — 13
Balance at December 31, 2017 s 5593 0§ (17005 § 16301 S {1,192) 69 S 13,766
Adjustments to adopt new accounting guidance
Revenue recagnilion — — (2 — — (12)
Tax accounting for intra-enlily asset iransfors — — (35) — — (35)
Recognition and measurcment of financial atscis and linbtlitics — — 1 (1n — —
Balance af January 1, 2014 $ 5593 5 (17005 S 26265 S (1,203) 69 s ILTWY
Profit (loss) of consolidated and ofTilisled companics —_ — 6,147 — 1 6,148
Foreign curency translation, nel of tax —_ — — (396} — 1396}
Pension and other postrelirement berefits, nel of tax — — — (35 — (349
Derivative financial insiruments, net of 1ax — — — (39} - (39)
Available-for-sale securities, net ol tax — — — (12) — {12)
Changg in uwnership lrom noncontrulling interests (25) — — {28} (53)
Dividends declarcd —_ — (1.985) — — (1.985)
Disribution ¢ noncompalling interesis — — — — () (1)
Commaon shares issued from measury slock for stoek-based
compensalion. 5,590,641 41 172 — — — 313
Stack-based compensution expense 197 — — — —_ 197
Common shares repurchased: 27,671,675 1 — 13,798} — — — {2.798)
l Other 21 — — — — 21
Balance at December 31,2018 H 5827 5§ (X053 § M4A2T § (1.684) 41 5 14,080
{Conlinoed)
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STATEMENT 4

Changes in Consolidated Sharcholders’ Equity for the Years Ended December 31

(Dollars in millions)

Caterpillar Inc.

Balance at December 31, 2018

Adjustients 1o adopt new accounting guidance”
Lease accountling
Reclassificotion of certain tax efiects from accumulated other
comprehensive income

Balance at January 1, 2019

Profit {loss) of consolidated and affilialed companies

Foreign currency Iranslation, net of tax

Pension o edher postrelirement benelits, net of tax

Derivalive finoncial instrunwents. net of wx

Available-for=sale sccuritics, net of tax

Nivideods declared

Drisinbution 1o noncontrolling interests

Cummon shares issued from treasury stock for stock-hased
compcnsation: 5,126,379

Sigck-based compensation cxpense
Comunen shares repurchased: 30,586,507 ¢
her

Balance at December 31, 2019

' Sce Note 16 regarding shares repurchased.
* Sce Nate 1) reganding new accounling guidance.

1 Dividends per share of conmon stock of $3.95. $3.36 ond 83.11 werc declared in ihwe years ended Deceraber 31, 2009, 2018 and 201 7. respectively.

Profit Atcumulated
employed other
Common Treasury In the comprehensive
stock business income (loss) Total

5817 S (20531) S N7 S (1,684) a1 5 14,080
— — 235 — — 135
— — {108) 108 — —
5827 § (05M) § M5 S (1,576) 41 1 14315
— — 6,093 - 6,094
— — — 16 — 16
— — — (34) — (34)
— — — (8 ~ 8

— — — 35 -_ L1
— — {1210} — - (2.210)
- — — — (&) 3
(4) 142 — — — 138
205 — —_ — —_ 208
— (3,918) —_ — — 13,928)
33 — - —_ 2 91
5935 8§ (24217 S 34437 S (1,567) 3 14,629

Sec uccompanylng noles (o Consclidaicd Financial Staternents.
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STATEMENT 5 Caterpillar Inc.
Consolidated Statement of Cash Flow for the Years Ended December 31
(Millions of dollars}
2019 2018 2m7
Cash Mow from operaling aclivities:
Profit (loss) of consolidated and affiliated companics b 6094 § 6,148 759
Adjustments for non-cash itens:
Depreciation and amortization 1577 2,766 2,877
Actuznial (gain) loss on pension and postretirement benefits 468 495 3ol
Provision {benefit) for deferred income waxes 8 20 1.213
Other 675 1.006 750
Changes in asscts and liabilities, net of acquisitions and divestitures:
Reccivables - trade and other 171 (1619 (LI5S
Inventories 174 (1,57 (1,295)
Accounts payable (1,025) 709 1.478
Accrucd capenses 172 101 175
Accrued wages. saluries and emiployee benefits (157) (162) 1,187
Customer advances (10) (183) (3)
Oiher asseas - net 93) 4] (192}
Other linbilities — net (1.662) {1.385) {388}
Net cash pruvided by (uscd for) operating activities 6,912 6.558 5,706
Cash Now from investing activities:
Capial expenditures — excluding equipment leased to others (1,056} (1.276) {8498)
Expenditures for equipment lcased 10 others {1,613) (1,640) (1.438)
Proceeds lrom disposals of leased assets and property. plant and equipiment 1,153 916 1.164
Additions 10 finance reccivables (12,77 (12,183 {11.953)
Collections of finance reccivables 12,183 10.901 12,018
Procecds from sale of finance roceivables 235 477 127
Investments and acquisitions (net of cosh acquired) (47 (392) 59
Proceeds from sale of businesses and investments {net of ¢cash sold) 41 16 100
Proceeds {rom sale of securitics 529 442 932
Invesunents in securitics (552) (506) (1,048)
(hher — net {24) 13 39
Net cash provided by (used for) invesling activitics {1,928) (3.212) {966}
Cash flow from Gnancing activities:
Dividends paid (2,132} {1.951) {1.831)
Common stock issued, including treasury shares reissued 118 313 566
Commaon shares repurchased (4,047) (3.798) —
Procceds from debt issucd (original maturitics greater than three months):
- Machinery. Energy & Transportation 1479 57 361
- Financial Products 8.362 ¥.H50 8,702
Paymients on debt {onginal maturitics greater than three months):
- Machinery. Einergy & Transporiation (12) (¥h] (1.465)
- Financial Products (8,285) (7.822) {6,923}
Short-term borrowings — nhet {original maturitics three months or less) (138) 762 {3.058}
Other —net (3 {54) (9}
Net cash provided by {used for) financing activitics {4.538) (3.650) (3.657)
Lficct of cxchange rale changes on cash {44) (126} 38
Increase (decrease) in cash and short-term investments and restricted cash 402 (430) 1.121
Cash and short-lerm investments and restricted cash al beginning ol period 7.890 8,320 7.199
Cash and shon-term invesiments and restricied cash at end of period § 8292 § 7.8%0 8,320

Al short-ferm imvestmenis. which corsist primarily of highly liquid invesiments with original maturitics of threc months or less, are considercd to be cash egnivalents

Sce accompanylng notes to Consolidated Financlal Statemenis,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

A,

Operations and summary of significani accounting policics

Nalure of
operations

Information in our financial statements and related commentary are presented in the following cateporics:

Machinery, Energy & Transportation (ME&T) — Represems the aggregate lotal of Construction Industies, Resource Industries, Cnerpy &
Transportation and Al Other operating segment and related corporate items and eliminations.

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

Our products are sold primanly under the brands “Caterpillar,” “CAT,” desipn versions of “CAT™ and "Caterpillar,” "EMD." “FG Wilson.” “Mak,”
“MWM." “Perkins,” “Progress Rail.” “SEM™ and “Solar Turbines™.

We conduct operations in our ME&T lines of business under highly competitive conditions. including intensc price comnpetition. We place great emphasis on
the high quality and performance of our producls and our dealers’ service support. Although no onc competitor is behieved to produce all of the sane Lypes of
equipment that we do, there arc numerous companics, large and small, which compete with us in the sale of each ol our products.

QOur machines arc distributed principally through a worldwide organization of dealers (dealer network),46 located in the United States and 119 located outside
the United States, serving 191 countrics. Reciprocating enpines are sold principally through the dealer network and to other manufactarers for use in
products. Some of the reciprocating engines manufactured by our subsidiary Perkins Engincs Company Limited, are also sold through its worldwide network
of 67 distnbutors covering 178 countrics. The FG Wilson branded clectric power generation systems primarily manufactured by our subsidiary Calerpiliar
Northemn [reland Limited ate sold through its worldwide network of 150 distributars covering 109 countries. Somie of the large, medium speed reciprocaling
cngines are also sold under the MaK brand through a worldwide network of 20 distribwiors covering 130 countrics. Our dealers do not deal exclusively with
owr products; however, in most cases sales and servicing of our producis are the dealers” principal business. Some products, primarily turbines and
locomaotives, are sold directly 1o end customers through sales forces employed by the company. At limes, these ecmploycees are assisied by independent sales
representalives.

The Financial Products line ol business also conducts operations under highly conipetitive conditions. Financing for uscrs of Caterpillar products is available
through a variety of competitive sources, principatly commercial banks and finance and leasing companics. We offer various financing plans designed Lo
increase the opportunity for sales of our products and gencrate financing income for our company. A significant portion of Financial Products activity is
conducted in North America, with additional offices in Latlin America, Asia/Pacilic, Europe, Africa and the Middle East.

Basis of
presentation

The consolidaled financial slatements include the accounts of Carerpillar Inc. and its subsidiaries where we have o controlling financial interest.

[nvestments in companies where our ownership exceeds 20 percent and we do not have a controlling interest or where the ownership is less than20 percent
and for which we have a significam influence are accounted for by the equily method.

We consolidaic all variable interest cntitics (VIES) where Caterpillar Inc. 15 the primary bencficiary. For VIEs, we asscss whether we are the primary
beneficiary as prescribed by the accounting guidance on the consolidation of VIEs. The primary beneliciary of a VIE is the parly that has both the power Lo
direct the sctivities that mast significantly impaet the entity's economic performance and the obligation 10 absorb losses or the right (o receive benefits that
could potentially be significant (o the VIE. See Note 21 for [urther discussion on a consolidaled VIE.

We have affiliates. suppliers and dealers that are VIEs of which we are not the primary beneficiary. Although we have provided financial support. we do not
have the powcr Lo direet the activitics that most significantly impact the cconomic performance of each cntity. Our maximum cxposure 1o loss from these

VIEs for which we arc not the primary bencliciary was $133 miltion and $131 mllion as of December 31, 2019 and 2018, respectively.
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Cat Financial has end-user customers that arc VIEs of which we are not the primary beneficiary. Although we have provided financial support to these enlitics
and herefore have o variable interesi, we do not have the power to direct the activities that mest significantly impact their economic performance. Cur
maximum exposure o loss from our involvement with these VIEs is limited 1o the credit risk inherently present in the [inancial support that we have provided.
These risks are evaluated and reflected in aur financial statements as pant of our overall portlolio of finance receivables and related allowance for credit losses.

Shipping and handling costs are included in Cost of goods sold it Statement 1. Other operating (income) cxpenses primarily include Cat Financial’s
depreciation of cquipment lcased 1o others. Insurance Services' underwnting expenscs, (gains) losses on disposal of long-lived assels, long-lived asscl
impairment charges. legal sertlements and accruals, contract (ermination costs and cployee separation charges.

Prepaid expenses and other current assets in Statement 3 primarily include prepaid insurance, comtract assels, right of retum assets, prepaid and refundable
income 1axes. assels held for sale, core 1o be retumed for remanufaciuring, resiricted cash and other short-lerm invesiments.

Cerain amounts for prior years have heen reclassified W conform wath the current-year financial statement preseniation.

Inventories

Inventorics are staled at the lower of cost or net realizable value. Cost is principally dewermined using the last-in, first-out (LIFO) methad. The value of
inventories on the LIFQ basis represenied about 80 percent zndd 65 pereeni of total inventories at December 31, 2019 and 2018, respectively.

If the FIFO (first-in. irst-cut) method had been in usc. inventories would have been $2.086 million and $2,009 million higher than reponted atDecember 31,
2019 and 2018, respectively.

Depreciation and
amortization

Depreciation of plant and equipment is compuled principally using aceeleraled methods. Deprecialion on equipment leased to others, primarily for Financial
Products, is computed using the straighi-line method over the term of the Tease. The depreciable basis is the original cost of the equipment less the estimated
residual value of the equipment af the end of the lease term. In 2019, 2018 and 2017, Cat Financial depreciation on equipment leased to others was$813
millien, $819 million and $210 million, respectively, and was included in Other operating (income) expensas in Statement 1. In2019, 2018 and 2017,
consolidaled depreciation expense was $2,253 miltion, $2,435 million and $2.555 million. respectively. Amortization of purchased finite-lived intangibles is
compuied principally using the straight-line method. generally not to exceed a period of 20 years.

Foreign currency translation

The funciional currency for most of nur ME&T consolidated companies is the U.S. dollar. The functional currency fer most of our Financial Products and
affiliates accounted for under the cquity method 15 the respective local currency. Gains and losses resulting from the remeasurement ol foreign currency
amounts to the functional currency are included in Other income {(cxpense) in Statement |. Gains and losses resulting from translating assets and liabilities
from the functional currency 1o U.S. dollars are included in Accumulated other comprehensive income (loss) in Stalement 3.

Derivative financial
instruments

Our carnings and cash flow are subject 1o fluctuations due to changes in loreign currency exchange rates, interest rates and commaodity prices. Our Risk
Management Policy (policy) allows for the use of derivative financial instruments to prudently manage forcign currency exchange rate, interest rale and
commadity pricc cxposures. Qur policy specifics thal derivatives are not 1o be used for speculative purposes. Derivatives that we use arc primarily foreign
cutrency forward, option and cruss carrency contracls. interest rate contracts and commodily forward and option contracts. All derivalives are recorded at Tair
value. Sce Note 4 for more information.
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Income raxes

The provision for income taxes is determined using the asset and liability appreach taking into account guidance related to uncertain tax posittons, Tax laws
require items 1o be included in 1ax filings at diffcrent 1imes than the itemns are reflected in the financial statements. A current liability is recognized for the
estimated taxes payable for the current year. Deferred taxes represent the {uture 1ax consequences expecled le occur when the reporied armounts of assels and
liabilities are recovered or paid, Deflerred 1nxes arc adjusted for enacted changes in tax rates and tax laws. Valuation allowances arc recorded (o reduce
deferred tax assets when it is more likely than not that a tax benefit will not be realized. See Note 6 for further discussion.

Goodwill

For acquisilions accounied for as a busincss combination, goodwill represents the cxcess of the cosl over the fair value ol the net asscls acquired. We arc
required to test goodwill for impaimient, at the reponting unit level. annually and when cvents or circumsiances make it more likely than not that an
impairment may have occurmed. A reporting unit is an operating segment or one level below an operating scgment {referred Lo as a compenent) (o which
goodwill is assigned when initially recorded. We assign goodwill 1o reponting unils based on our intcgration plans and the expecled synergies resulting [rom
the acquisition. Because Caterpillar is a highly integrated company, the businesses we acquire are sometimes combined with or integrated into existing
reporting units. 'When chanpes oaccur in the composition of our operating segments or reporting units, goodwill is reassigned to the affected reponting units
based on their relative fair values.

Wc perform our annual goodwill impairment test as of October | and monitor for inlerim triggering cvents on an ongoing basis. Goodwill is reviewed for
impairment utilizing cither a qualitative assessment or a quamitative goodwill impainment est. [ we choose 10 perform a qualitative assessment and
determine the fair value more likely than not exceeds the carrying value, no further evaluation is necessary. For reporting units where we performy the
guantitative goodwill impairment test, we compare the fair value of cach reperting unit, which we primarily determine using an incorne approach based on the
present vatue of discounted cash flows, to the respective carrying value, which includes goodwill, 11 the fair value of the reporting unit exceeds its carrying
valuc, the goodwill is not considered impaired. If the carrying valuc is higher than the fair value, the difference would be recognized as an impainnent loss.
Scc Note 10 for lurther details.

Estimates in financial
statements

The preparation of financial statements in conformily with accounting principles generally accepled in the United Slates of America requires management 1o
make estimates and assumptions thal afTect reported amounts. The more signilicant estimates include: residual values for leased assets: {air values for goodwill
impairment 1esis; warranly liability and reserves for product liability and tnsurance losses, postretircment benefits, posi-sale discounts, credit losses and
income taxes.

New accounting puidance
Adoption of new acceunting standards

Lease accountibg - (Accounting Standards Update (ASU) 2016-02) - In February 2016, the Financial Accounting Standards Board (FASB) issued accounting
gutdance that revises the accounling for leases. Under the new guidance, lessees are required to recognize a righl-of-use asset and a leose liability for
substantially all leascs. The new guidance continucs to classily leases as either [inancing or operaling, with classification affecting the pattern of expense
recoghition. The accounting applicd by a lessor under the new puidance is substantially equivalent to prior lease accounting guidance, The new guidance was
efTective January 1, 2019 and was applied using a modified retrospective approach through a cumulative efTect adjusiment to retained camings as of January 1.
2019. The prior period comparative information has not been recast and conlinues Lo be reported under the accounting guidance in cffeet for those periods.

The new guidance provides a nuniber of optional practical expedients in transition. We clected the “package of practical expedicnts,” which allows us not 1o
reassess under the new guidance our prior conclusions about lease identification, lease classification and initial direct cosis. We did not clect the usc-of-
hindsight practical cxpedient. In addition, the new guidance provides practical expedicnts for an cntity's ongoing lessce accounting, For certain property and
information technology equipmient leases, we have clecied to separate payments for lease componcnts from non-lease components. For all other leases, we
have clecled nol to scparate lease and non-leasc components. We have clecled the short-ierm lease recognition exemption for all leases that qualify, which
means we have not recognized right-ef-use assels or lease liabilitics for these leases with a term of twelve months or less,
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The mosl significant clTects of adoption relale (o the recognition of right-ol-usc asscis and lease liabitilies on our balance sheet fur operaling leases and
providing new disclosures about our leasing activities. In addition, we derecognized existing assets and debt obligations for a sale-leascback transaction that
qualificd for sale accounting under the new guidance. The gain associaled with this change in accounting was recognized through opening retained earnings as
of January 1, 2019. The adoption did not have a material impact on our financial statements.

In March 2019, the FASB issued Leases - Codification improvements {ASU 2019-01) which amended the new leasing guidance. Under these amendnients.
lessors that are nol manufacturers or dealers will use their cost. less any discounts that may apply. as the [air valuc of the underlying asset, and lessors within
the scope of Financial Services-Deposilory and Lending guidance will present all principal payments received under Icases within invesiment activities on the
stalement of cash flows. We adopted the new guidance effective January 1, 2019, and the adoption did not have a material impact to our financial statcments.

Sce Note 20 for additional information.

The cunulative efTect ol initially applying the new lease guidance to our consolidated (inancial statements on Japuary 1, 2019 was as follows:

Consolidated Statement of Financial Position
Cumulative Impact

Balance as of from Adopting New Balance as of

(Millions of doilars) December 31, 2018 Lease Guidance January 1, 2019
Assets

Prepaid expenses and other current assets $ 1.765  § (m s 1.748

Property, plant and eqtpmentl - et s 13,574 § 26) § 13,548

Noncurrent deferred and refundable income taxes 3 1439 3 77y s 1,362

Other assels 5 2332 % 713 s 3,045
Liabilitics

Accrued expenses S 3573 § 27) § 3,546

Other current liabilities S 1919 % 209 3 2,128

Long-tern debt due after one year

Machinery. Encrgy & Transporiation ) 8005 % (362) % Tod3

Other habilities 3 3756 % 538§ 4,294
Shareholders’ equity

Profit employed in the business h) 30427 8 235 1 30,662

We adopted the following ASUs effective January 1, 2019, none of which had a material impact on our financial statements:

ASU Des
201708  Premiuin amenizotion on purchased callable debt securities
2007-12 Derivatives and hedging - Targeted improvemems

2018-02 Reclassification of certain tax eflects from accumulated other comprehensive income
Accounting standards issued but not yel adopled

Credit losses (ASU 2016-13)— In June 2016, the FASD issued accounting guidance 1o introduce a new madel for recognizing credit losscs on financial
instruments based on an cstimale of current expected credit losses. The new guidance will apply to loans, accounts receivable, trade receivables, other
financial asscls measured at amonized cosi, loan commitmenis and other ofT-halance sheel credit exposures. The new guidanee will also apply 1o debt
securities and other financial assets measured at fair value through other comprehensive income. The new guidance was effective January 1. 2020. We do not
expect the adoption 1o have a material impact on our financial statements,
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We consider the applicabilily and impact of alt ASUs. ASUs not listed above were asscssed and either determined to be not applicable or not expecied to have
a material impact on our financial statements.

1, Sales and revenue recognition
A. Sules of Machinery, Energy & Transportation

Sales of ME&T are recognized when all the lollowing criteria are satisfied: (1) a contract with an independently owned and opcrated deales or an end user
exists which has commercial substance; (ii) it is probable we will collect the amount charged 1o the dealer ot end user; and (iii) we have completed our
performance obligation whereby the dealer or end user has ebtained control of the product. A contract with commercial subslance exists onge we receive and
accepl a purchase order under a dealer sales agreement, or once we ¢nler inlo a contract with an end user. IT collectibility is not probable, the sale is deferred
and not recognized until collection is probable or payment 15 received. Control of our products typicalty transfers when title and risk of ownership of the
product has trans(erred to the dealer or end user. Typically. where product is produced and sold in the same country, title and risk ol ownership transier when

the product is shipped. Products that are cxported from a country (or sale typicaily transfer 1itle and risk of ownership al the border of the destination country.

Our rernanufaciuring operations are primarily focused on the remanufaciure of Cat engines and coinponents and rail related products. In this business, used
engines and related compencnis {core) arc inspected. cleaned and remanufactured. [n connection with the sale of our remanufactured product to dealers, we
collect a deposit (hat is repaid 1f the dealer relumns an acceptable core within a spectlicd time period. Caterpillar owns and has litle to the cores when they are
relumed from dealers. The rebuilt engine or component (the core plus any new content) is then sold as a remanufactured product 1o dealers and end users.
Revenue is recognized pursuant 1o the same iransfer of control criteria as ME&T sales noted above. At the time of sale, the deposit is recognized in Other
curreni liabilitics in Siatement 3. and the core to be returned is recognized as an assel in Prepaid expenses and other current assets in Stalement 3 a1 the
estimated replacement cost (based on historical experience with usable cores), Upon receipt of an acceptable core, we repay the deposit and relieve the
liability. The returned core asset is then transferred into inventory. In the event thal the deposit is forfeited (i.c., upon failure by the dealer to return an
acceplable core in the specilied fime period), we recognize the core deposit and the cost of the core in Sales and Cost of goods sold, respectively.

We provide discounts to dealers through merchandising programs. We have numerous programs that are designed to promote the sale of our pruducts. The
most cornmon dealer programs provide a discount when the dealer sclls a product to a targeted end user. Generally, the cost of these discounts is estimated for
cach product by model by geographic region based on historical expertence and known changes in merchandising programs. The cost of these discounts 15
reported as 2 reduction to the transaction price when the product sale is recognized. A comresponding post-sale discount reserve is accrued in Statement 3,
which represents discounts we cxpecet lo pay on units sold. If discounts paid difTer from those cstimated, (he difference is reporied as o change in the
transaction price.

Except {or replacement parts, no right of return cxists on the sale of our products. We esiiimale replacement part returns based on historical experience and
recognize a parts retumn assct in Prepaid expenses and other current assets in Statement 3, which represents our right to recover replacement pans we expect
will be retumed. We also recognize a refund liability in Qther current liabilities in Statement 3 for the refund we expect to pay for returned parts. 1t actual
replacement par relurns differ from those estimated, (he difference in the cstimated replacement part return asset and refund liability is recognized in Cosl of
goods sold and Sales, respectively.

Our standard dealer invoice termis are cstablished by marketing region. Our invoice terms for end uscr sales are established by the responsible business unit.
Payments from dealers are due shortly alier the time of sale. When a sale is made to a dealer, the dealer is responsible for payment even if the product is not
sold to an cnd user. Dealers and cnd uscrs must make payment within the established inveice terms to avoid polential interest costs. Interest at or above
prevailing market rates may be charged on any past due balance. and generally our practice is to not forgive this intercst. In addition, Cat Financial provides
wholesale inventory financing for a dealer’s purchase of inventery. Wholesale inventory receivables have varying payment terms and arc included in
Receivables ~ trade and other and Long-term receivables — irade and other in Statement 3. See Nolte 7 for further information. Trade reccivables from dealers
and end users were $7.648 million, $7.743 million and $6,399 million as of December 31, 2019, December 31, 2018 and January 1, 2018, respectively, and are
recognized in Receivables — trade and other in Statement 3. Long-term trade receivables from dealers and end users were $693 million, $674 million and 5639
million as of December 31, 2019, December 31, 2018 and January 1. 2018, respectively. and are recognized in Long-lerm receivables — trade and other in
Statement 3.
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We establish a bad debt allewance for ME&T receivables when it becomes probable that the receivable will not be collecied. Our allowance for bad debts is
not significant,

We invoice in advance of recognizing the sale of certain products. We recognize advanced customer payments as a contract lability in Cusiomer advances
and Other labilitics in Statement 3. Cantract liabilities were $1,654 million, 1,680 million and $1,868 million as of December 31, 2019, December 31, 2018
and fanuary |, 2018, respectively. We reduce the contract liability when revenue is recognized. During 2019, we recognized $1,171 million of revenue that
was recorded as a contract liability at the beginning of 2019. During 2018, we recognized $1,294 million of revenue thal was rccorded as a contract liability at
the beginning of 2018,

We have clected the practical expedient Lo not adjust the amount of revenue 1o be recognized under o contract with a dealer or end user for the effects of time
value of money when the timing difTerence belween receipt of payment and recognition of revenuc is less than one year.

As of December 31, 2019, we have enlered inlo contracts with dealers and cnd users for which sales have not been recognized as we have net salisfied our
performance obligations and transferred control of the products. The dollar amount of unsatisfied performance obligations for contracts with an eriginal
duration greater than one year is $6.2 billien, of which $2.4 billion is expected 10 be completed and revenue recognized in the twelve months following
December 31. 2009, We have clected the practical expedient to not disclosc unsatisfied performance obligations with an original contract duration of one year
or less. Corlracts with an original duration of one year or [¢ss are primarify sales w dealers for machinery. engines and replacement pads.

Sales and other related taxes are excluded from the transaction price. Shipping and handling costs associated with outbound freight afler control over a product
has transferred are accounted fur as a (ulfiliment cost and are included in Cost of goods sold.

We provide a standord manufacturer's warranty of our preducts at no addiuenal cost. At the time a sale is recognized. we record estimated future warranty
costs. Sce Note 21 fur further discussion of our product warranty labilines.

Sec Note 23 for further disaggregated sales and revenuces information.

B. Revenues of Financial Products
Revenues of Financial Products arc generated primarily from finance revenue on finance receivables and remal paynients on operating leascs, Finance revenuc
is recorded over the life of the related linance receivable using the interest method, including the accretion of ceriain direcl origination costs that are delerred.
Revenue {rom remtal payments received on operating leases is recognized on a stiright-line basis over the term of the lease.
Recognition of finance revenuc and rental revenue is suspended and the account 15 placed on non-accrual status when management delenmines that collection
of future income s not probable (penerally afier 120 days past due). Recognition is resumed, and previously suspended income is recognized, when the
account becomes current and collection of remaining amounts is censidered probable. Sec Note 7 for more information.
Revenues arc presented net ol sales and other related taxes.

3. Stock-based compensation
Our stock-based compensation plans primanly provide for the granting of stock options, stock-scttled stock appreciation rights (SARs), restricted stock units
{RSUs) and performance-based restricted stock units {PRSUs) 10 Officers and other key empluyees, as well as non-cmployee Directors. Stock oplions permil
u holder to buy Caterpillar stock at the stock’s price when the uption was granied. SARs permil a holder the right to reccive the value in shares of the

appreciation in Caterpillar stock that occurred from the date the right was granted up 1o the date of exercise. RSUs arc agreements 1o issue shares of
Caterpillar stock at the time of vesting. PRSUs arc similar 1o RSUs and include performance conditions in the vesting terms of the award.
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Our long-standing practices and policies specify that all stock-based compensation awards are approved by the Compensation Commitlee (the Committee) ol
the Board of Directors. The award approval process specifies the grant date, value and terms of the award. The same terms and conditions are consistently
applied to all employce grants, including Officers. The Committee approves all individual Officer grants. The muwnber of stock-based compensation award
units included in an individual's award is determined based on the methodelogy approved by the Commitice. The exercisc price methodology approved by
the Commitiee is the closing price of the Company stock on the dale of the grant. In June of 2014, shareholders approved the Caterpillar Inc. 2014 Long-Term
Incentive Plan {the Plan} under which all new stock-based compensation awards are granted. In June of 2017, the Plan was amended and restated. The Plan
initially provided that up to 38,800,000 Common Shares would be reserved for future issuance under the Plan, subject 10 adjustment in certain events.
Subsequent 10 the sharcholder approval of the amendment and restutement of the Plan, an additional 36,000,000 Common Shares became available for all
awards under the Plan,

Common stock issued from Treasury stock under the plans 1otaled5,126,379 for 2019, 5,590,641 {or2018 und 11,139,748 for2017. The total number of
shares authorized {or equity awards under the amended and testated Caoterpillar Inc. 2014 Long-Term Incentive Plan is 74,800,000, of which 40,754,720
shares remained available for issuance as of Decewnber 31,2019,

Stock option and RSU awards generally vest according 1o athree-year graded vesting schedule. One-third of the award will become vested on the first
anniversary of the grant date, vne-third of the award will become vested on the secund anniversary of the grant dale and one-third of the award will become
vested on the third anntversary of the grant date. PRSU awards generally have a three-year perlformance period and clifi vest at the end of the period based
upon achievernent of performance largets established at the time of prant.

Upon scparation lrom service, if the panticipant is 55 years of age or older with more than five years of service, the participant meets the criteria for a “Long
Service Scparation.”™ Award lerms for stock option and RSU grants allow for continued vesting as of each vesting date specified in the award document for
cmployees who meel the criteria for a “Long Service Separation™ and fulfill a requisite service period of six months. Compensation expensc for cligible
employees for the grants was recognized vver (the period from the gramt date to the ¢nd date of the six-month requistte service period.  For employees who
become eligible for a “Long Service Separation™ subsequent 1o the end date of the six-manth requisite service period and prior to the completion of the vesting
period, compensation expense is recognized over the period from the grant date to the date eligibility is achieved.

For PRSU awards granted in 2018 and 2017, only a prorated number of sharcs may vest at the end of the performance period based upon achicvement of the
performance target, with the proration based upon the number of months of continuous employment during the three-year performance period. Employces
with a “Long Service Scparation™ mus! also fulfill a six-month requisite service period in order to be eligible for the prorated vesting of outstanding PRSU
awards granted in 2018 and 2017. Compensation expense for the 2018 and 2017 PRSU grants is being recognized on a straight-line basis over the three-year
performance period for all participants. Award terms for the 2019 PRSU grant allowed for continucd vesting upon achicvement of the performance taryet
specified in the award document for employees who mect he criteria for a “Long Service Separation™ and fulfill a requisite service period of six months.
Compensation expensc for the 2009 PRSU grant with respect to employees who have met the crileria for a “Long Service Scparation™ is recognized over the
period from the grant date 1o the end of the six-month requisite service period. For employces who become eligible for a “Long Service Separation™
subscquent to the end date of the six-month requisite service period and prior 10 the completion of the vesting period. compensation expense is recognized
over the period from the grant date (o the date cligibility is achicved,

At prant, option awards and SARs have a term life often years. For awards pranted prior to 2016, if the “*Long Service Scparation” criteria are mct, the vesied
options/SARs have a life that is the lesser of len years from the original grant date or five years from the separation date. For awards granted beginning in
2010, the vested options have a life equal 1o ten years from the original grant date.

Accounting guidance on share-based payments requires companics to estimate the fair value of options/SARs on the date of grant using an option-pricing
model. The fair value of our option/SAR grants was estimated using a lattice-based option-pricing meodel. The lauice-based option-pricing model considers a
range of assumnptions related to volatility. nsk-frec interest rate and historicel employee behavior. Expecled volalility was bascd on historical Caterpillar stock
price movement and current implied volatilities from traded options on Caterpillar stock. The risk-free interest rate was based on U.S. Treasury securily yields
al the lime of grant. The weighted-average dividend yicld was based on hisiorical information. The cxpecied life was delermined rom ihe latlice-based
model. The lattice-based model incorporaled cexercise and post vesting forieiture assumptions based on analysis ol historical daia. The following table
provides the assumptions used in determining the fair value ot the Option nwards for the years ended December 31, 2019, 2018 and 2017, respectively.
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Grant Year
2019 2018 2017

Weighted-average dividend yield 1.6% 2.7% 3.4%
Weighted-averuge velatitity 29.1% I0.2% 29.2%
Range of volatifilies 25.1-38.7% 21.5-33.0% 22.1-33.0%
Range ol risk-lree intercst rates 2.48-2.68% 2.02-2.87% 0.81-2.35%

7 years 8 years 8 years

Weighted-overage expected lives

Beginning with the 2018 grant. RSU and PRSU awards are credited with dividend equivalent units on each date that a cash dividend is paid to holders of
Commnion Stock. The fair value of the RSU and PRSU awards granied in 2019 and 2018 was determined as the closing stock price on the dale of the grant.
Prior 10 2018. RSU and PRSU awards were not crediled with dividend equivalent units and the [air value was determined by reducing the stock price on the
date of the grant by the presemt value of the estimated dividends to be paid during the vesting period. The eslimaied dividends were based on Caterpillar’s

quarterly divided per share at the time of the grant.
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Please refer to Tables I and 11 below for additional information on our stock-based compensation awards.

TABLE T — Financlal Infermation Related to Stock-based Compensation

Stock options / SARs RSUs PRSUs
Woeighted- Welghted- Weighted-
Avemmpe Average Average
Excrchse Grant Date Grani Date
Shares Price Shares Fair Valoc Shares Fair ¥Value
Uutstanding at Janmary 1, 2019 17,891,669 § 91.93 1566070 § 112.99 AR § 115.18
Granied 1o ofilcers and key cmployees * 1,499,524 § 138.35 687,294 § 138.61 359,122 8 138.67
Fxercised (4.808,237) § 83.81 — 5 — el | -
Vested — 3 — (320,927) S 9.76 39981H 95.66
Forfeited / expired (67,962 S 12336 (6323) § 13339 (14495) § 125.89
Outstanding at Decerober 31, 2019 14464994  § 99.29 1369,203 s 132.88 670,115 § 144.46
Exercisable at December 31, 2019 11,154,215 s 8984
Stock options/SARs outstanding and cxereisable as of December 31, 2019:
Outstanding Excrcisable
Weighicd- Weighted-
Average Weighted- Average Weighted-
o ot e e S Remlig A g
Excrcise Prices 12/31/19 (Years} Price 1 1231119 (Yrars) Price N
$57.85-83.00 5775829 552 8 T S 399 5, 715819 552 s 7864 3§ 399
389.75-96.31 4.680.238 538 § .56 249 3,833,786 496 § 4.3 108
S102.13-110.09 1,052,650 175§ 106.48 43 1,052,650 175 § 106.48 43
$1)8.35-138.51 1,496,071 229 § 13835 14 5119 87l s 133.51 —
5141.32-151.12 1.460,206 &M 3 130.97 —_— 486,831 32w s 150.97 —_
R s % S 708 1,154,215 s 8984 S o4l

! No SARs were pranted during the year ended December 31, 2619

2 The difference between a stock award's excreise price and the underlying stock’s closing markel price 3t December 31, 2019, for awards with market price greater than the excrcise
price. Amounts are in millions of dollars.

The computations of weighted-avernge exercise prices and aggregate intrinsic values are not applicable to RSUs or PRSUs since these awards represent an
agreement lo issue shares of stock at the time of vesting. Al December 31, 2019, there were 1,369,203 owstanding RSUs with a weighted average remaining
contractual life of 1.5 years and 670.1 15 outstanding PRSUs with a weighted-average remaining contructual life of 1.5 years.
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TABLE 11— Additional Stock-based Award Informatton

(Dollars in milllons except per share data) 019 2018 2017
Stock options/SARSs activity:

Weighted-average [air value per share of stock awards granted s 4098 3§ 4609 S 25.01
Intrinsic value of stock awards ¢xercised s 64 3 348 % 504
Fair vulue of stock awards vested | S 1M 3 g6 % 191
Cash received [rom siock awards exercised S 298 § 370 % 629
RSUs actlvity:

Weighted-average fair value per share of stock awards granted s 13861 S 15058 § 9011
Fair value ol stock awards vesied ? $ o s 18¢ S 189
PRSUs activity:

Weighted-average fair vafue per share of stock awards granted 3 13867 S 15098 § 86.78
Fair value of slock awards vesied - s 59 3 0 3 20

' Based on Ike grant date [air value.
¢ Based on Lthe underlying siock s closing market price on the vesting dare.

In accordance with guidance on share-based payments. stock-based compensation expense is bascd on the grant date fair value and is classiticd within Cost of
goods sold, Sclling. general and admumistrative expenses and Rescarch and development cxpenses corresponding to the same line ilem as the cash
compensation paid 1o respective employees, ofTicers and non-employee directors. Stock-based compensation cxpense is recognized on a straighl-line basis
over the requisite service period for owards with terms that specify ¢liff or graded vesting and contain only service conditions. Stock-based compensation
expense for PRSUs is based on the probable number of shares cxpected o vest and is recognized primanly un a straight-line basis.

Belore tax, stock-based compensation cxpense for2019. 2018 and 2017 was $205 million, $197 million and $206 million, respectively, with a corresponding
income tax benefil of $35 million, $36 million and $40 million, respectively.

The amount of slock-based compensation expense capitalized for the years ended December 31,2019, 2018 and 2017 did not have a significant impact on our
financial stalements.

At December 31, 2019, there was $161 million of total unrecognized compensation cost from stock-based compensation arrangements granied under the plans,
which s relaled 10 non-vested stock-based awards. The compensation expense is expected to be recognized aver a weighled-average period of approximately
1.6 ycars.

We currently usc shares in treasury stock 10 satisly share award exerciscs.

The cash tax benelits realized from stock awards exercised {or2019, 2018 and 2017 were $89 milliot. $103 million and $205 million, respectively. We use
the dircet only method and wax law ordering approach to caleulate the tax effeets of slock-based compensation.

¢4, Derivative financial instrumenis and risk
management

Our camings and cash tlow are subject to fluctuations due to changes in forcign currency exchange rafes, interest rates and commedily prices. Our Risk
Management Policy {policy) allows for the use of derivative financial instruments to prudently manage forcign currency exchange rate, inferest rate and
commadily price exposures. Our pulicy specifies that derivatives are not to be used for speculalive putpases. Derivatives that we use are primarily foreign
currency forward, option and cross curency contracts, inferest rate contracts and commadity forward and option contracts, Our derivative activities are
subject 1o the managenient. direction and control of our senior financial officers. Risk management practices, including the usc of financial derivative
inslruments, are presented to the Audit Committee of the Board of Direclors at lcast annually.
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Al derivatives are recognized in Statement 3 at their fair value. On the date the derivative contract is entered into, we designate the denivative as (1) a hedge of
the fair valuc of a recognized asset or liability (fair value hedge), (2} a hedge of a forecasted transaction or the variability of cash flow (cash flow hedge) or
(3) an undesignated instrument. Changes in the fair value of a derivative that is qualified. designated and highly efTective as a fair value hedge, along with the
gain or toss on the hedged recognized asset or liability that is atinibutable to the hedged risk, are recorded in current eamings. Changes in the fair value of a
derivative that is qualified, designated and highly effective as a cash flow hedye are recorded in Accumulated other comprehensive incomne (loss) (AOCI}, to
the extent effeclive, in Statement 3 until they are reclassified 1o camings in the same period or periods during which the hedged transaction aflects
carmings. Changes in the fair value of undesignated derivative instruments are reporied in curment camings. Cash flows from designated derivative financial
instruments are classified within the same category as the item being hedged on Siatement 5. Cash flows from undesignated derivative financial instrumcents
arc included in the investing category on Statement 5.

We formally document all relationships between hedging instruments and hedged items. as well as the risk-management objective and sirategy for
undertaking various hedge transactions. This process includes linking all derivatives that are designated as fair valuc hedges to specific assets and liabilities in
Siatement 3 and linking cash flow hedges (o specilic forecasted irmnsactions or varabilily of cash flow.

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

A. Foreign currency exchange rale
risk

Fureign currency exchange raie movements creale a degree of risk by afTecting the U.S. dollar value of sales made and costs incurred in forcign currencics.
Mavements 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 crealing exposure 10 movements in exchange
rates.

Qur ME&T operations purchasc, manufacture and scll 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 nel basis. We use forcign currency forward and option contracts 10 manage unmatched foreign
currency cash inflow and omfllow. Our objective is 1o minimize the nsk of cxchange 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 10 approximately five years. As of December 31, 2019, the
maximum term of these outstanding contracts was approxinately 60 months.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian rcal, British pound, Canadian dollar, Chinese yuan,
Indian rupee, Japanese yen, Mexican peso. Singapore dollar or Thailand baht forward or eption contracts that meet the requirements for hedge accounting and
the malurity extends beyond the current quarter-cnd. Designation is performed on a specific exposure basis to support hedge accounting. The rewainder ol
ME&T forcign currency contracts arc undesignaled.

As of Decenber 31, 2019, §1 million of deferred net losses, net of tax, included in cquity (AOCI in Statcment 3), arc cxpected 10 be reclassified o current
eamings (Other income (expensc) in Statement 1) over the next twelve months when carmings ere ofTected by the hedpged trnsactions.  The actual amount
recorded in Other income (expense) will vary based on cxchange rates at the time the hedged transactions impact earings.

In managing foreign currency risk for our Financial Products operations, our vbjective is to minimize camings volatility resulling from conversion and the
remeasurement of net foreign currency balance sheet positions and future transactions denominated in foreign currencies. Our policy allows the use of foreign
currency forward. option and cross curmrency contracts Lo offset the risk of curtency mismatch between our asscts and liabilities and exchange rate sk
associated with future transactions denominaled in foreign currcncies. Qur torcign currency forward and oplion contracts are primarily undesignaled. We
designate lixed-to-fixed cross currency contructs as cash flow hedges to protect against movements in exchange rates on foreign currency fixed-rate assels and
liabilities.

B. [Interest rale
risk

Interest rate movements create a degree of risk by afTecting the omount of our interest payments and the value of our fixed-rate debt. Our practice is 10 use
interest rate contracts 10 manage our exposure to interest rale changes.
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Our ME&T operations gencrally use fixed-rate debt as a source of funding. Our objective is to minimize the cost of borrowed funds. Cur policy allows us o
enter into fixed-to-floaling interest tate contracts and forward rate agreements (o mect that objective. We designate fixed-to-floating interest rate coniracts as
fair value hedges at inceplion of the contract, and we designate centain forward rate agresments as cush Mow hedges at inception ol the contract.

Financial Products operations has a match-funding policy that addresscs interest rate risk by aligning the interest rte profile (fixed or fluating rate and
duration) of Cat Financial’s debt portfolio with the interest rate profile ol our 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 mateh assels within the receivables portfolio. This
matched funding reduces the volatility of margins berween inferest-bearing asscts and interest-bearing Habilities, repardiess of which dircction interest rates
movc.

Qur policy allows us to use fixed-to-floating, floating-to-fixed and floating-to-floating interest rate contracts to meet the match-funding objective. We
designale fixed-1o-Noating interest rate contracts as [pir value hedges o protect debt against changes in fair value due to changes in the benchmark interest
rate, We designate most floaung-lo-fixed interest rale contracts as cash How hedges to prolect ugainst the variability of cash flows duc to changes in the
benchimark inferest rate.

We have, at certain times, liquidated Mxed-to-floating and floating-to-fixed interest rate contracts at bath ME&T and Financial Products, The gains or losses
associated with these contracts at the tme of liquidation arc amortized inlo earnings over the original term of the previously designated hedged item.

Commeadity price risk

Commodity price movements create a degree of risk by affecting the price we must pay for certain raw materials. Qur policy is 10 use commodity forward and
option contracls 1o manage the commedily risk and reduce the cost of parchased materials.

Our ME& T coperations purchase base and precious metals embedded in the components we purchase from supplicrs. Our supplicrs pass on to us price changes
in the commadity portien of the component cost. In additior, we are subject 1o price changes on energy products such as nawral gas and dicsel fuel purchased
for nperational use.

Our objeclive is to minimize volatility in the price of Lhese commodities. Our policy allows us 10 enter into commodity forward and oplion contracts to lock in
the purchase price of a portion of these commodilies within a five-year horizen. All such commuodity forward and option contracts arc undesignated.

85




Table of Contents

The location and fair valuc ol derivative instruments reported in Statement 3 are as [ollows:

{Millions of dollars)

Consolidated
Statement of Finaocial Position Location

Asset (Liability) Fair Value

Years ended December 31,

2019 2018
Designated derivatives
Foreign exchange contracts
Machinery. Encrgy & Transporiation Receivables — irnde and other 18 b3 16
Machinery, Energy & Transponation Long-term receivables — trade and other 9 —
Machinery, Energy & Transporiation Accried expenses (20) (206)
Machinery, Encrgy & Transpodation Other liabilities — 9
Financial Products Heceivobles — trade and other 54 53
Financial Products Long-term receivables — wrade and other 13 35
Financial Products Accrued expenses [K)] (9}
Interest raie contracis
Financial Products Receivables — 1rade and other —_ 1
Financial Products Long-lerm reccivables — trade and other 5 3
Financial Products Accrued expenses (25) (40}
51 $ 24
Undesignated derivatives
Foreign exchange contracts
Machinery, Energy & Transporation Heceivables — trade and other 1 ) 2
Machinery, Energy & Trunsporiation Accrued expenses — (20
Financial Products Receivables — trade and other T 15
Financial Products [.ong-1crm receivables — trade and other 5 5
Financial Products Accrued cxpenses (22) (14)
Commodity contracts
Machinery, Energy & Transportation Receivables — rade and other 4 1
Machinery, Energy & Transponation Accrued eapenses ) (31
(6) $ (43)
The 10tal notional amounts of the derivative insiruments are as fotlows:
Ycars ended December 3.
(Millions of dollars) 2019 208
Machinery, Energy & Transporiation 2563 % 1,834
Financial Products §,931 M 10.210

The notional amounts of the derivative financial instruments do not represent amounis exchanged by the pacties. The smounts exchanged by the panics are
calculated by relerence 1o the notional amounis and by other lerms of the derivatives, such as foreign currency exchange rates, inlerest rates or commaodity

prices.
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The cffect of derivatives designated as hedging instruments on Statement | is as follows:

Cash Flow Hedges
{Millions of dollars)

Fureign exchange contracts

Machinery, Encrgy &
Transporalion

Financial Products

[mtcrest rale conlracts

Machinery, Energy &
Transportation

Financial Products

FForeign exchange contracls

Machinery, Encrgy &
Trapsportation

Financial Products

Intercst rate contnicts
Machinery, Encrgy &
Transponation

Financial Products

[Forcign exchanpe contracls
Machinery, Fnerpy &
T'ransportation

Financial Producls

Interest rute coniracis

Machinery, Enerpy &
Transperation

Financial Products

Yeoar ended December 3, 2019

Amount of
Cains (Losscs)

Recognized Ln Earnings

Classilication of

Amount of Gueins
(l.osses) Reclassified

Amouant of the line

Recognized in AOCI Gains (Losses) from AQCI Items in Statement 1
Sales of Machinery. Energy &
34 Transponation S 113 50,755
Cost of goods sold (&) 36,630
93 [uterest expense of Finaneial Products 33 754
Other income (expense) 37 57
Interest expense excluding Finaneial
—  Producls (4) 421
{70)  Imerest expense of Financial Products (8) 754
57 3 66
Year ended December 31, 2018
Recognized in Lamings
Amount of
Awmount of Gains {Losses)
Gains (Losses) Reclassificd Recognized in
Recognized in AOCI Classification of from AQC! w Eamings (Ineffective
{Lective Porion) Gains (Losscs) Eamings Portion)
(47)  Onher income {(expense) $ (3n s —
165 Onher income (expense) 143 —
Interest expense of Financial Products 19 —
[merest expense excluding Financial
—  Producis (3 —
(38)  Imterest expense of Financial Products — —
80 131 S —
Year ended December 31, 2017
Recognized in Earnings
Amoaunt of
Amount of Gains (Losses)
Gains (Losses) Reclassificd Recognized in
Recognized in AOCI Classilication of from AQCT 10 Earnings (InefTective
(EMective Portion) Gains {Losscs) Eamings Portion}
72 Other income (expense) 3 40y 5 —
{71 Orher income (expense) (81} —
Interest expense of Financial Products G —
Interest expense excluding Financial
—  Products [EJ] —
—  Interest expense of Financial Products 3 —
(5) ) azn s —
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‘The effect of derivatives nol designated as hedging instruments on Statement | is as follows:

Years ended December 31,
{Millions of dollars) Classiflcation of Galns (1.osscs) 2019 2018 2017

Forcign cxchange contracts

Machinery, Energy & Transportation Other income {expense) s 13 s (59 S 72

Financial Products Other income (expensg) (37 14 9
Comumedily contracts

Machinery. Encrgy & Transporiution Other income {expense) 18 (kD)) 3o

s 6 3 (74 $ (1]

We cnter into International Swaps and Derivatives Association (ISDA) master netting agreements within ME&T and Financial Products that permit the net
settlement ol amounts owed under their respective derivative contracts. Under these masler netting agreements, net setilement generally permits the company
or the counterparty 1o determine the net amount payable for contracts due on the same date and in the same currency for similar types of derivalive
transactions. The master netting agreements generally also provide for net settteinent of all outstanding contracts with a counterparty in the case of an event ol
default or a termination cvenl. .

Collateral is generally not required of the counterparties or of our company under the master netting agreements. As of December 31, 2019 and 2018, no ¢ash
collateral was received or pledged under the master netting agreements,
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The effect of the net seulement provisions of the masier nelling agreements on our derivative balances upon an event of default or lermination cvent is as
follows:

December 31, 2019

{Millions of dollars}

Derivatives

Muchinery. Energy &
Transportation

Financial Producls
Total

December 31, 2019

{Millions of dollars)

Derivatives

Machinery., Encrgy &
Transportation

Financial Products
Tutul

I)ecember 31, 2018

{Millions of dollars)
Derivatives

Muchinery, linergy &
Transportation

Financial Products
Tolak

December 31, 2018

{(Millions of dollars)
Derivalives

Mauchinery, Energy &
‘I ranspurfation

Financial Products

Total

Gross Amount of  Gross Amounts Offset

Net Amount of Assets
Prescuted in the

Gross Amounts Not OfTsct in the
Siaterent of Financial Positlon

Recognized in the Statement of Sintement of Financlal Cash Collateral  Ne¢t Amounl of
Assels Financial Position Flnancial Position Instruments Reeclved Assels

5 a2 — 5 32 5 (3 s — 3 19

84 — 8 (F10] — 63

5 16 — 3 1é 8 34) 5 — 3 L1

Gross Amount of Gross Amounts Offset

Net Ameunt of
Lintilities Presented

Gross Amonaots Not (fTsec in the
Statement of Financlal Positlon

Recognized in the Statement of in the Statement of Financlal Cash Collateral  Net Ameant of
Liabilities Fianncial Position Financial Position Instruments Pledged Liabilitics

H an — 3 21 s 3 3 — S 8)

(50) — (50) 1 — (2%)

H (7n — 3 Ty s M s — 5 (37)

Net Amount of Assely

Gross Amounls Nod OfTsel in the
Statement of Financial Position

Grass Amount of  Gross Amounts Offser Presented in the
Recopnized in the Statement of Siatement of Financial Cash Collateral Net Amouni of
Assets Financial Position Position Financial Tnstruments Reeeived Asscls
s 19 3 — % 19 ¥ (197 § —  $ —
112 —_ 112 (34} — T8
$ 18 — 5 131§ (53) % — % T4

Grass Amouni ol

Gross Amounts OfTsel

Nel Amount of
Liabilitics Presented in

Gross Amounts Not Offsct in the Statement
of Financial Position

Recognized in the Statement of the Stalement of Cash Collateral Ne1 Amounl of
Liabiliies Financial Position Financial Position Finoncial Insiruments Pledged Liabilities

$ 8N % — 8 (L1 ¢ 3 — 5 (64)

(63) — (63) 34 — 29

5 (1500 § — 3 {150y § 53 3§ — 3 9N
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Other Income (expcense)

Years cnded December 31,

{Millions of dollars) 2019 2018 2017
Investment and interest income s 202 § 195 § 122
Foreign exchange gains (losses) ! (67 (201} (213)
License fee income 121 125 100
Gains (losses) on sale of securities and affilinled companies 30 4 187 2
Net pericdic pension and OPEB income (cost), excluding service cost {363) (118) (54}
Giains (losscs) on equity sceuritics ineasured al fair value ? 35 (33) —
Miscellnneous income (loss) (1% (39) Il
Total $ 5D § {67y $ 153

I Includes gains {lusses) from foreign exchange derivative contracts. Sce Note 4 for [urther details.
1 Includes pretax goin of $85 million related Lo the sale of Caterpillar’s equity interest in Iron Planet Holdings Inc.

3 Beginning Januzry 1, 2018, the unrealized gains and losses arising from the revaluation of equity securitics are included in Other income {expense) in Statement 1.

Income laxes

Reconclllation of the U.S. federal statulory rate to effective rate:

Ycars ended December 31,

(Milllons of dollars) 2019 2018 2017

Toxes at U.S. stalutory rate s 1.641 21.0% §$ 1.643 21.0% % 1,429 350%

{Decreases) increases resulting from:
Non-U.S. subsidiarics taxed at other than the U.S. rate 365 4.7% 282 36% (282) (0.9)%
State and logal taxcs, net of federal ! 59 0.8 % 22 0.3% 27 0.7%
Inierest and penalties, net of lax 34 04 % 33 04% 28 0.7 %
U.S. 1ax incentives (149) {1.9)% {100) (1.31%% (52) (1.39%
Net excess lax benefits from stock-based compensation 40 (0.5)% (56) (0.77% (64) {1.6)%
Mandatory deemed repatriation of non-U.S. camings (178) (2% 56 07% 1,775 435%
U.S. deferred tax rate change — — % (154) 2.00% 556 14.6 %
Valuation allowances — — % (29) 0.4)% (111) 2.1)%
Other—nct 15 02% 13 0.1% (7 (0.2)%

Provision (benefit) for income laxes 1 1.746 224% % 1,69% 21.7% § 3.319 1.8 %

¥ Excludes amounts included in valuation allowances and mandalory deemed repatriation of non-U.S. camings.

Included in the line item above labeled “Noo-U.S. subsidiaries taxed at other than the U.S. rale™ are the effects of local and U.S. taxes related to camings of
non-U.5. subsidiarics, changes in the amount of unrecognized (ax benefits associated with these camings, losses at non-U.S. subsidiaries without local 1ax
benefits duc to valuation allowances and other permanent differences between tax and U.S. GAAP resulis. Although not individually significant by

Jurisdiction, pre-tax permanent difTerences due to nondeductible net foreign exchange gains/losses of non-U.S. subsidiaries were approximately $36 mi
net losses in 2019, S180 million of net losses in 2018 and $160 millien of net gains in 2017,

Included in the linc item above labeled “Valuation allowances™ are decreases in the valuation allowance for U.S. state deferred 1ax asscts resulting
million non-cash benefit in 2018, net of federal deferred tax adjushment a21 percent, compared to a$111 million non-cash benefit in 2017, nct of

llion of

in £63
federal

deferred tax adjusiment at 35 percent. The primary driver of' the decreases in the U.S. state valuation allowance was improved U.S. GAAP profits expected 1o

recur in certain state jurisdictions.
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Also included in 2018 was a decrease in the valuation allowance for a non-U.S. subsidiary of$25 million offsel by a charge of $59 million to corrcet for an
crror which resulted in an understatement of the valuation allowance offsetting deferred tax assets for prior years. This error had the effect of overstating
profit by $17 million for the year ended December 31, 2017, Management has concluded that the error was not material to any period presented.

On December 22, 2017, U.S. 1ax legislation was cnacled containing a broad range of tax reform provisions including a corporate tax rate reduction and
changes in the U.S. wxation of non-U.S. earnings, In 2018, measurement penod adjustments of $104 million reduced the provisionally estimated charge of
$2.371 billion rccognized during (he Tourth quarter of 2017. A $154 million benefit revised the estimated impact of the write-down of U.S. net deferred 1ax
assels to reflect the reduction in the U.S. corporate 1ax rate from 35 percent to 21 percent This benefil primarily related to the decision to make an additional
discretionary pension conltribution of $1.0 billion 10 U.S. pension plans in 2018 which was weated as deductible on the 2017 U.S. tax retum. A $350 million
charge revised the estimated cost of a mandalery deemed repatriation of non-U.S. carnings, including changes in the deferred tax liability related to the
amuount of camnings considered not indefinitely reinvesied as well as the amount of unrecognized tax benefits and state 1ax liabilities associated with these tax
positions. During 2019, a $178 million tax benelit was recorded to adjust previously unrecognized tax benefits as a result of receipt of additional guidance
related Lo the calculation of the mandatory deemed repatriation of non-U.S. camings.

As a result of ULS. tax reform legislation, distributions of profits from non-U.S. subsidiarics are not expected to cause a significant incremental U.5. 1ax impact
in the future. However, these distribulions may be subject to non-U.S. withholding taxes if profits are distributed from centain jurisdictions. Undistributed
profits of non-U.S. subsidiaries ol approximately $14 billion are considered indefinitely reinvested. Determination of the amount of unrecognized delerred fax
Liability related 1o indefinitely reinvested profits is not feasible primarily due 1o our lega! entity structure and the complexity of U.S, and local tax laws.

The componcnts of profit (less) before taxes werce:

Years ended December 31,

{Millions of dollars) 2019 2018 2017

u.s. 5 1,888 3§ 2,131 8 240

Non-U.S. 4,924 5.691 31,842
s 7812 § 7822 % 4.082

Profit before taxes. as shown above, is based on the location of the entity to which such camings are atiributable. Where an cntity’s camings arc subject o
taxation, howcver, may not comrclate solely tu where an entity is located. Thus, the income tax provision shown below as U.S. or non-U.S. may nou
correspond to the camings shown above.
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The components of the provision (benefit) for income taxes were:

(Millions of dollars)

Current 1ax provision (benefin):
u.s.t
Naon-U.S.
State (U.S.)

Delerred 1ax provision (benefit):
u.ss
Non-U.S.
State {U.S.)

Total provision {benefit) for income taxes

Years ended December 31,

2019 2018 2017

H] 405 3 179 3 963
1,261 1.291 1,124

52 R a9

1,718 1,478 2,126

17 298 1.385

N 4 an
18 (82) {133}

28 220 1213

$ 1,746 S 1698 § 3.339

! Trcludes 1).S. taxes related 10 non-U.S. eamings. We account for U.S, faxes on global intangible Tow-taxed incume as a period cost.

We paid net income tax and related interest of$ 1,847 million, $1,429 million and $1,404 million in 2019, 2018 and 2017, respectively.

Accounting for income taxes under U.S. GAAP requires that individual wax-paying cntitics of the company offset all deferred tax liabilities and asscts within
cach particular 1ax jurisdiction and present them as a noncurrent deferred wx liability or asset in the Consolidated Financial Position. Amounts in different tox
jurisdictions cannol be offset against cach other. The amount of deferred income taxes at Decernber 31, included on the following lines in Statement 3, are as

follows:

{Millions of dollars)
Assels:
Noncturent deferred and refindable income taxes
Liabilities:
Other liabilitics
Deferred income tuxes—iet

December 31,
2019 2018
H 1,324 § 1,363
414 331
s 910 § 1.032

92




Table of Contents

The components of deferred tax asscts and liabilities nere:

December 31,
(Milllons of dollars) 09 2018
Deferred income tax assets:
Tax carrylorwards hY 1,218 § 1,312
Postcinployment benefits othier than pensions 876 793
Pension 445 785
Warranty reserves 263 237
Research expenditures 219 —
Allownnce for credit losses m 155
Post sale discounts 200 158
Other ecmployce compensation and benefits 197 186
Lease obligations 157 —
Stock-based compensation 1047 121
Other—net 250 208
4,103 4,045
Deferred income lax liabilities:
Capital and intangible assets, including lease basis differences (1.574) {L.381)
Bond ciscount (12 (127)
Translation (194) {190y
Other outside basis differences (25T 27)
Undistributed profits of nen-L1.8. subsidiaries {118} (12N
{2.265) (2.098)
Valuation allowance for deferred 1ax nssets {928) (915}
Deferred income laxes—nel s 910 S 1.032

At December 31, 2019, approximately $1.320 million of U.S. state iax nel operating losses (NOLs) and$125 million of U.S. state tax credil carmylorwands
were available. The state NOLs primarily expire over the next iwenty years The stale 1ax credil carryforwards primarily expire over the nexifificen years,
with some credits having an unlimited carrylorward period. In total. we have established a valuation allowance of $172 million related o cenain of these
corryflorwards.

Al December 31, 2019, approximately $264 million of U.S. [orcign tax credits were available for carryforward. These credits expire in 2028,

At December 31. 2019, amounts and expiration dates of nel operating loss and interest carrylorwards in various non-U.S. taxing jurisdictions were:

(Millions of dollars)
2020 2021 2022 20232025 2026-2040 Unlimited Total
b3 04 5 53 S - I 5% 5 451 8 3027 % 4,375

Al December 31, 2019, non-L).S. entitics that have not yel demonsirated consistent and/or sustainable profitability to suppon the realization of net deferred ax
assets have recorded valuation allowances of $750 million. including certain cntitics i Luxenibourg,

A reconciliation of the beginning and ending amount of ygross unrecognized tax benelits for uncenain lax positions, including positions impacting only the
timing of tax bencfits, follows.
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Reconciltation of unrecognized tax benefits: !
Years ended December 31,

(Millions of dollars) 2019 201R 2017
3alance at fanuary |, 5 1,796 S 1,286 5 1.032
Additions for tax positions related o current year b 6l 270
Additions for tax posittons related to prior years 112 461 20
Reductions for tax positions related 1o prior years (201) (5) ()]
Reductions for scitlements ? — {6) (L]
Reductions for expiration of statute of limitations [43] (1 —
Ralance at December 31, $ 1778 § 1,7% § 1,286
Amount that. if recognized, would impact the effective tax mie 5 1616 § 1,716  § 1,209

! Foreign currency impacts are included within cach line as applicuble.
2 Includes cash payment or other reduction of assets to settle liability.

We classily imerest and penalties on income taxes as a componcnt of the provision for income taxes. We recognized a net provision for interest and penalties
o {543 million, $42 million and $38 million doring the years ended December 31,2019, 2018 and 2017, respectively. The total amount of interest and
penalties accrued was $233 million and 5190 million as of December 31, 2019 and 2018, respectively.

On January 31, 2018, we received a Revenue Agents Report from the IRS indicating the end of the ficld examinaiion of our U.S. incomc tax rctums for 2010
1o 2012. In the audits of 2007 1o 2012 inciuding the impact of a loss carryback to 2005, the IRS has proposed to tax in the United States profits eamed from
certain parts transactions by Caterpillar SARL (CSARL). based on the IRS examination team’s application of the “substance-over-form™ or “assignment-of-
income™ judicial doctrines. We are vigorously contesting the proposed increases to tax and penalties for these years of approximately $2.3 billion. We believe
that the relevant transactions complied with applicable 1ax laws and did not violate judicial docirines, We have filed U.S. income 1ax retums on this same basis
for years afier 2012, Based on the information currently available. we do not anticipate a significant change to our unrecognized tax benefits for this position
within the next 12 months. We currently believe the ultimate disposition of this matler will not have a maltcrial adverse cffect on our consolidated financial
position, liquidity or results of eperations.

With the exception of a loss carryback 10 2005, lax ycears prior 1o 2007 arc gencrally no longer subject to U.S. ax asscssinent. In our major non-U.S.
Jjurisdictions including Australia, Brazil, China, Germany. Indin, Japan, Mcxico, Switzerland, Singapore and the UK., tax ycars arc typically subject to
examination for three to ten years Due to the uncertainty related to the timing and potential outcome of audits, we cannot estimate the range of reasonably
possible change in unrecognized tax benefits in the next 12 months.

Cat Financial Financing Activities

Wholcsale inventory
reccivables

Wholusale inventory receivables are receivables of Cat Financial that arise when Cat Financial provides financing for a dealer’s purchase of inventory. These
receivables are included in Receivables—trade and other and Long-lerm receivables—trade and other in Statement 3 and were $1,401 million and 51,308
million, at December 31,2019 and 2018, respectively.
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Ceontractual maturities of outstanding wholesale inventory receivables:

{Millions of dollars) December 31, 2019

Wholesale Wholesale
Amounts Due In Loans Leases Total
2020 5 63 S [ -1 695
2021 235 48 283
2022 166 32 198
2023 61 n 83
2024 27 14 41
Therealler 21 16 37
Total 1.140 197 1337
Cuaranteed residual value ! 15 50 15
Unguaranteed residual value — 33 kk]
Less: Uneamed income (10) (M) 44)
Total s LIS % 246 s 1,401

! For Wlwlcsale loans. represents residual valee on failed sake leascbocks.

Cat Financial’s wholcsale inventory reecivables generally may be repaid or refinanced without penalty prior 1o contractual maturity. Accordingly, this
prescntation should not be regarded as a forecast of future cash collections.

Please refer 1o Note 18 and Table §i1 for fair value information.

Finance
reccivables

Finance receivables are receivables of Cat Financial and are reporied in Statement 3 net ol an allowance for credit losses.

Contractusl maturities of outstanding flnance receivables:

{Milllons of dollars) December 31, 2019

Retail Reiail
Amounts Due In Lonns Leoases Total
2020 5 6280 $ 3134 8 9414
2021 3,582 2,005 5.587
2022 2,610 1,076 3,686
2023 1,634 472 2,106
2024 622 182 804
Therealer 417 62 479
Total 15,145 6,931 22,076
Guaranteed residual value! 53 kL] 443
Unguaranteed residual value -_— 798 798
Less: Uncamed income (265) (655) (920)
Total s 14933 § 7464 § 12397

! For Rutail loang, represents residual value on failed sale leasebacks

Cal Financial's finance receivables gencrally may be repaid or refinanced without penaliy prior (o contractual malurily. Accordingly, this presentation should
not be regarded as a forecast of future cash collections.

Plaase refer to Note 18 and Table [1] for fair value information,
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C. Allowance for  ceredil

losses

The allowance for credit losses is an estimate of the losses inherent in Cat Financial's finance receivable portfolio and includes consideration of accounts that
have been individually identified as impaired. as well as pools of finance receivables wherc it is probable that certain receivables in the pool are impaired but
the individual accounts cannot yet be identified. In identifying and measuring impairment, management takes into consideration past loss experience, known
and inherent risks in the portfolio, adverse siluations that may affect the borrower’s ability to repay, estimated value of underlying collateral and current
cconemic conditions.

Accounts arc identificd for individual review based on past-due siatus and information available about the customer, such as financial statemenls, news reports
and published credit ratings. as well as gencral information repgarding industry trends and the economic environment in which Cat Financial's cusiomers
operate. The allowance for credit losses aftributable to finance receivables that are individually evaluated and determined 1o be impaired is based on the
present value of expecied future cash flows discounted at the receivables’ effective interest rate. the fair value of the collateral for collateral-dependent
reccivables or the observable market price of the receivable. In determining collateral value, Cat Financial estimates the current fair market value of the
collateral less selling costs. Cat Financial also considers credit enhancements such as additionat collateral and contractual third-party guarantees. The
allowance for credit losses attributable o the remaining accounts not yet individually identified as impaired is cstimated based on loss {urecast models
wiilizing probabilities of default, our estimate of the loss emergence period and the estimated loss given defoult. 1n addition, qualitative factors not able to be
fully caplured in the loss forecast models including industry trends, macroeconomic factors and model imprecision are considered m the cvaluation of the
adequacy of the allowance for credit losses. These qualitative faclors are subjective and require & degree of management judgment,

Cat Financial’s allowance for credit losses is segrepated into two portfolio scgments:

. Customecr - Finance reccivables  with  end-user
cuslomers.

. Dealer - Finance reccivables with Caterpillar
dealers.

A portfolio scgment is the level at which the Company develops a systematic inethedology for determining its allowance for credit losses.

Cat Financial further evaluates portfolio scgments by the class of finance receivables, which is defined as a level of information (below a portfolio scgment) in
which the finance reccivables have the same initial measurement attribute and a similar method for assessing and monitoring credit risk. “lypically, Cat
Financial’s [inance reccivables within a geographic area have similar credit risk proftles and methods for assessing und monitoring credit risk. Cat Financial’s
classes, which align with managemeni reporting for credit losses, are as follows:

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

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

. Asia Pacific - Finance receivables originated in Australia, New Zealand, China, Japan, Southeast Asia and
India.

. Mining - Finance reccivables related to large mining customers
woridwide.

. Latin America - Finance teceivables originated in Mexico and Central and South Ametican
counirics.

. Caterpillar Power Finance - Finance reccivables originated worldwide relaied to marine vessels with Caterpillar engines and Caterpillar

clectrical power generation, gas compression and co-generation systems and non-Caterpillar equipment that is powered by these systems,
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An analysis of the allowance for credit losses was as follows:

(Mlllicns of dollars) December 31, 2019
Customer Dealer Totsl

Allowance for Credil Losses:

Balance at beginning of year s 486 3 n s 07
Reccivables written ofT (281) - (281)
Recoveries on receivables previously writien ofT 44 —_ 44
Pravision [or credit tnsses 138 24 162
Other (12) —_ (12)

Balance at ¢nd of year H s 8 445 3 420

Individually evaluated for impairmeni 5 178 3 39 3 217

Collectively evaluated for impairment 197 6 203

Lnding Balance 5 Y- 45 5 420

Recorded Investment In ¥Finance Receivables:

Individually evaluated for impairment s 594 § % 3 672
Collectively evaluated for impairment 18,093 3,632 11,728
Ending Balance s 18687 § 3710 % 22,397
(Millions of dollars) December 31, 2018
Customer Dealer Toral

Allowance for Credit Losses:

Balance a1 beginning of year s 353 % g S5 362
Receivables writicn ofT (235) — (235)
Recoverics on receivables previonsly wrilten off 46 — 46
Provision for credit lusses 337 12 349
Other (15) — (15}

Balance ot ¢nd of year 5 48 § 21 S 507

Individually evaluated for impairment s 8% 0§ 14 % 302

Collectively evaluated for impairment 198 7 205

Cnding Balance by 486 3 21 3 507

Recorded Investment in Finance Reccivables:

Individually evaluated for impairment Ay #58 § 7 3 936
Collectively evaluated for impairmient 18.152 3338 21.4%0
Lnding Balunce 3 19010 3 JAl6 % 22,426

Credit quality of finance receivables
At origination. Cat Financial evaluaics credit risk based on a variety of credit quality factors including prior payment experience, custemer (inancial
infonmation, credi-rating agency ralings. loanHo-value ratios and other inlernal nietrics. On an ongoing basis, Cal Financial monitors credit quality based on

past-due status and collection experience as there is a meanmgful correlation between the past-due status of customers and the risk of loss.
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In determining past-due stafus, Cat Financial considers the entire recorded investment in finance receivable past due when any installment is over 30 days past
due. The 1ables below summarize the recorded investment of finance receivables by aging category.

(Millions of dollars) December 31, 2019
21+ Tolal
31-60 Days  61-90 Dnys Days Past Total Past Finance 91+ Sdill
Past Duc Past Due Due Due Current Heceivables Accruing
Customer
Narth America s 75 23 3 5 3 150 § 8038 3 8,188 § 15
EAME 30 3 141 202 1,955 3,157
Asia Pacific 40 14 29 83 2,440 2,513
Mining 5 — 19 24 1,851 1,875 _
Latin America 41 23 80 144 1,136 1,280 2
Caterpillar Power Finance 10 10 228 245 1419 1,664 —
Dealer
North America — — — — 2.136 2.136 —_
EAME — — — — 342 M2 —
Asia Pacific — — — — 437 437 —
Mining — — — — 4 4 —
Latin America —_ —_ 78 T 2 9 —
Caterpillar Power Finance — — — — 1 1 —
Total s 198 5§ 101 § 627 § 926 S 21471 5 212397 § 29
{Millions of dollars) December 31, 2018
G1+ Total
31-60 Days 61-90 Days Days Past Total Past Finance 91+ Sill
Past Due Past Due Due Due Current Receivables Accruing
Customer
North America 5 65 3 18 % 84 3 167 S 7825 § 7992 § 14
EAME 19 9 153 181 2,850 .00 5
Asta Pacific 24 9 8 41 2,409 2,450 5
Mining 28 | 9 3R 1.642 1.680 —
Latin America 38 29 71 138 1,421 1.559 —_
Caterpillar Power Finance 10 | 384 395 1.903 2,298 —
Dealer
North America — — — — 1,895 1.895 —
EAME —_ — — — 133 333 —
Asia Pacific — — — — 466 466 —
Mining — — — — 4 4 —
Latin America — — 78 78 618 716 —
Cuterpillar Power Finance — — — — 2 2 —
Totsl S 184 % 67 % 787 S 1038 § 21388 § 22426 § 24
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[mpaired finance recelvables

For all classes, o finance receivable is considered impaired. based on current infonmation and events, if it is probable that Cat Financial will be unable to
collect all amounts duc according lo the contractual terms. [mpaired {inance receivables include finance receivables that have been restructured and are
considered to be troubled debt restructunngs.

There were $78 million of impaired finance receivables with a related allowance of$39 million and $14 millivn as ol December 31, 2019 and 2018,
respectively, for the Dealer portfolio segment, all of which was in Lalin America. There were no impaired linance receivables as of December 31, 2017 for the
Dealer portfolio scgment, Cat Financial's recorded investment i impaired finance reccivables and the related unpaid principal balances and allowamces for
the Customier portfolio scgmenl were as follows:

(Millions of dollars)
air ance Recelvabl

With No Allewance Recorded

North America

EAME

Asia Pacilic

Mining

Latin America

Caterpillar Power Finance
Total

tmpired Fi Receivables
With An Allowance Recorded

North America

CAMEC

Asia Pacific

Mining

Latin America

Catemillar Power Iinance
Tolal

Tatall ired Fi
Recivables

Nonh America

CAME

Asia Pacific

Mining

Latin Amcrica

Caterpillar Power Finance
Total

December 31. 2019 December 31, 2018
Recorded Unpaid Princlpal Recorded Unpaid Principal Related
Investment Balance Allowance Investment Balance Allowance

6 S 6 S — 0§ 10 —
- — — 1 ] —
22 22 — 13 kK] —
8 8 — 29 29 -
58 58 — 09 83 -
94 5 9 3 — 142§ 156 —
3 3 N s 11 40 % 4] 14
61 61 29 92 92 57
8 8 2 4 4 2
37 36 9 56 55 26
58 58 20 75 75 25
306 M9 107 449 455 164
500 S 512 S 178 716 8 722 288
36 § % S ] 50 % 51 14
61 61 19 93 93 57
8 8 2 4 4 2
5¢ 58 9 89 88 26
60 66 20 104 104 25
364 Kyl 107 518 538 164
594 S 606 S 178 858 5§ 878 288
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2019 2018 2n?
Average Interest Avcrage Interest Avcrage Interest
Recarded Income Recorded Income Recorded Income
(Millions of dollars) Investment Recopnized [nvestment Recognized Investunent Recognized
Impaired Finonce Reccivables
With No Allowance Recorded
North America s % 3 — 16 S 1 13 3 |
EAME 6 — 14 — 48 i
Asia Pacific — — n 3} 24 2
Mining 27 1 57 2 126 7
Latin America 21 1 38 2 o4 3
Caterpillar Power Finance 54 3 130 7 221 9
Total 5 HT 3 5 2 5 15 496 % 21
Wih An Aliowance Recorded
Naorth America 5 4 5 b 49 5 49 % 1
EAMC 81 2 53 6 —
Asia Pacific 9 1 4 — il 2
Mining 48 1 46 3 — —
Latin Amicrica 72 5 &7 3 99 4
Caterpillar Power Finance 39 1 krk 12 180
Total s 640 § 23 597§ 22 365 3 13
otal Impaj nan
Regcivables
North America $ 43 35 2 65 § k! 62 S 2
EAME 87 2 67 2 54 i
Asia Pacilic 9 1 3 3 55 4
Mining 75 3 103 5 126 7
Latin Americn 93 6 105 5 163 7
Caterpillar Power Finance 450 4 508 19 401 15
Taotal $ 7587 28 879 3 37 861 § 36

Recognition of income is suspended and the finance receivable is placed on non-sccrual status when management determines that collection of future income
is not probable {(genemally after 120 days past due). Recognition is resumed and previously suspended income is recognized when the finance receivable
becomes current and colicction of remaining amounts is considered probable. Payments reeeived while the finance receivable is on non-accrual slatus arc
applied (o interest and principal in accordance with the contractual werms.

As of December 31, 2019 and 2018, there were378 million in finance receivables on non-accrual siatus for the Dealer portfolio segiment. all of which was in

Latin Amgrica.
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The recorded investment in Customer finance receivables on non-accrual status was as lollows:

Dccember 31,
{(Mlllions of dollars) 2019 2018
North America s 4 8 ”
EAML 165 154
Asia Pacific 21 4
Mining 47 50
Latin Amenca 89 106
Cuterpillar Power Finance 361 416
Tatal 5 727 5 807

Troubled Debt Restructurings
A restructuring of a linance reccivable constitutes a troubled debt restructuring (TDR) when the lender granis a concession it would not otherwise consider Lo

a borrower experiencing financial difficulties. Coneessions granted may include extended contract matunitics, inclusion of interest only periods. below market
interest rates. extended skip payment periods and reduction of principal and/or accrued interest.
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There wereno finance receivables modified as TDRs during the years endedDecember 31, 2019, 2018 or 2017 for the Dcaler porifolio scgment. Cat
Financial's recorded investment in finance receivables in the Customer porifolio sepment modified as TDRs during the years cnded December 31, 2019, 2018
and 2017 were as follows:

{Mlllions of dollars) Year ended December 31, 2019
Pre-TDR Post-TDR
Nomber Recorded Recorded
of Contracts Investment Investment
North Anterica 15 3 11 5 11
EAME 19 17 17
Asia Pacilic — — —
Mining 2 8
Latin America 5 3
Caterpillar Power Finance 21 168 165
Total 62 § W s 104
Year ended December 31, 2018
Pre-TDR Post-TDR
Number Recorded Recorded
ol Contracts Investiment Investment
North America B % 21 8 21
EAML — — —
Asia Pacilic —_ —_ —_
Mining 1 29 29
Latin America | 3 3
Caterpillar Power Finance 12 133 99
Total 52 % 186 % 152
Year ended December 31,2017
Pre-TDR Post-TDR
Number Recorded Recorded
of Controets Investment Investment
Nerth America 43 3 4 3 35
EAMI 4 | 1
Asia Pacific 10 39 31
Mining 2 57 56
Latin America 17 26 27
Caterpillar Power Finance ! 68 422 407
Total 144 % 579§ 557

{In Caterpillar Power Finance, 48 contracts with a pre-TDR recorded invesiment of $265 million and a post-TDR recorded investment of $258 million were related to
six cuslomers.
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TDRs in the Customer portfolio segment with a payment default (defined as 91+ days past duc) during the years endeddecember 31, 2019, 2018 and 2017
which had been modified within twelve months prior to the default date, were as follows:

{Millions of dollars} Year ended December 31, 2019 Year ended Deceruber 31, 2018 Year ended Devember 31, 2017

Post-TDR Post-THR Post-TDR

Number Recorded Number Recorded Number Recorded

of Conlracts lovestment of Caontracls Invesiment of Contracts Investment
North Amicrica 1T 8 5 10 8 10 4 5 3
EAMIE — — — — ] —
Asia Pacific — — — — 4 1
Latin Americal — — 3 | 243 17
Calerpillar Power Finance 1 10 a 13 — —
Total 12 5 15 16 5 44 252§ 21

' In Lmtin America, 238 contracts with a post-TDR recorded investment of $16 million were related 1o Llwo customers for the ycar ended December 31, 2017.

Inventarles

Inventories {principally using the LIFO method} are comprised of the following:

December 31,
{Mlllions of dollars) 2019 2018
Raw materials 5 4,263 S 4477
Waork-in-process 1,147 1,259
Finished gonds 5,598 5.562
Supplies 258 231
Total inventories s 1,266 S 11,529

During the third quarter of 2019, changes were made 1o the classification of inventories primarily refated to purchased pans between Raw materials, Work-in-
process and Finished goods. The prior year amounts have been retrospectively adjusted we conform to the current-year classification.

During 2017, clesure of our facility in Gosselics. Belgium resulted in a liquidation of LIFQ inventory. The liquidated inventory was carried at lower cosis
prevailing in prior years as compared with current costs. The effect of this reduction in inventory decreased Cost of goods sold by approximately $66 million
and increased Prolit by approximately $49 million or 30.08 per share. The impact of LIFO liguidations during 2019 and 2018 was not significant 1o Statement
[

We had long-teom material purchase obligations ol approximately $270 million al December 31, 2019,
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9. Property, plant and equipment

Deeember 31,

Useful
(Millions of dollars) Lives (Ycars) 2019 2018
Land — s 664 S 671
Buildings and land improvemenis 2045 6,710 0,977
Machinery, equipment and other 2-16 13,287 13,733
Soflware 3-7 1,728 1,703
[iquipment leascd 1o others 1.7 6,208 6,015
Construction-in-provess — 620 682
Total property, plant and equipment, at cost 29.217 29,781
Less: Accumulated depreciation (16,313) (16.207)
Property. plant and equipment-net 1 12904 S 13,574
10. Intanglible assels and goodwill
A. Intangible assets
Intangible assets are comprised of the following:
December 31, 2019
Wcighted Gross

(Millions of dollars) Amorlizable Carrying Accomulated

Life (Years) Amount Amortlzation Net
Customer relationships 15 s 2450 % (1.406) § 1.044
Intellectual prapeny 12 1,510 (1,085) 455
Other 13 191 (12%5) 66
Total finite-lived mtangible assets 14 s 4,151 % (2585) $ 1,565

December 31,2018
Weighed Gross

Amenrtizable Carrying Accumulated

Lile (Ycars) Amount Amortization Nct
Customer relmionships 15 ] 2463 % (1.249) § 1,214
[ntellectual property 11 1.557 (905) 592
Qther i3 199 (108) 91
Toual finite-lived intangible assets 14 5 4219 % (2,322) § 1,897

During 2018, we acquired flinite-lived imangible assets of$112 million and $6 million duc to the purchase of ECM S.p.A. and Downer Freight Rail.
respueclively. Sec Note 24 for details on these acquisitions.

Finite-lived intangible asscts are amortized over their estimaied useful lives and tested for impairment if events or changes in circumsiances indicate that the
asscl may be impaired.

Amontization expense related to intangible assets was$324 million, $331 million and $323 million for 2019, 2018 and 2017. respectively.
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As of December 31, 2019, amortization cxpense related 1o intangible assets is expected to be:

(Millions of dollars)
2020 2021 2022 2013 4 Thercafter
£310 $292 §273 §215 5158 3317

B. Goodwill

In 2018, we acquired net assels with related goudwill of$127 million in the Encrgy & Transporiation scgment. We recorded goodwill of $109 million related
1o the acquisition of ECM 5.p.A. and $ 18 million related to the acquisition of Downer Freight Rail. Sec Note 24 for details on these acquisitions.

There were ne goodwill impaiments during 2019, 2018 or 2017,
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The changes in carrying amounlt of poodwill by reportabie segment fur the years ended December 312019 and 2018 were as follows:

{Millions of dellars) December M, 2018 Acquisitions Other Adjusiments ! December 31, 2019
Conslruction Industries

Goodwill $ k1 B 1 — 2 3 306

Impairments (22) — — (22)

Net goodwill 282 — 2 284
Resource Industries

Gaodwill 4,172 — (16) 4,156

Impairmenis (1,175} — — (1,175)

Net goodwill 2,97 — {18) 1,981
Energy & Transporiation

Goodwill 2,582 — (7 2875
All Other?

Goodwill 56 — — 56
Consolidated todal

Goodwil] 7414 — 21) 7393

Impairments {L.197) — — (L,I97)

Net poodwiil s 6217 § — 21y 5 6,196

December 31,2017 Acquisitions Other Adjustments ¢ December 31. 2018

Construction Industries

Goodwill b3 305 8 — th 3 304

Lmpaumients 22) — — 22)

Nel goodwill 283 — o} 282
Resource Industries

Goodwill 4,232 — (60} 4172

Impairments (1.17%) — — (1,175)

Net goodwill 3.057 — (60) 2,997
Coergy & Transportation

Goodwill 2.806 127 50 2,882
All Onher 2

Goodwill 54 — 2 56
Consolidaicd total

Goodwill 7.397 127 (It} 7414

Inpairmicnis (1,197} — — (1,197}

Net poodwill 5 6200 § 127§ (o 3 6,217

' Other adjustments are comprised primarily of foreign currency tronslation
!In¢ludes All Other opernting segment (See Note 23).
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11. Investments in debt and equily secorities

We have investments in certain debt and equity sccuritics, primarily at Insurance Services, which are recorded at fair value and are primarily included in
Other assets in Statement 3.

Debt securities have been classified as available-for-sale. and the unrealized gains and losses arising from the revaluation of these debt securities are included,
net of applicable deferred income taxes, in equity (Accumulated vither comprehensive income (loss) in Stalemient 3), The unrealized gains and losses arising
from the revaluation of the equily securilics arc included in Other income (expense) in Stalement |. Realized gains and losses on sales of investments are
generally determined using the specific identification method for debt and equity secunilies and are included in Other income (expensc) in Stmtement 1.

The cost basis and fair value of debt sccuritics with unrealized gains and losses included in equily {Accumulated other comprehensive income (loss) in
Statement 3) were as lollows:

December 31,2019 December 31, 2018
Unrealized Unrealized
(Millions of dollars) Cosl Prg::u:" Fair Cosl prc('lri‘:.’i‘nl:Cl Fair
Basis {L.osses) Value Basis {Losses} Value

Government debt

U.S. treasury bonds s 9 5 — 5 9 3 9 5 — % 9

Other US. and non-U S. government borls 5 — 54 42 — 42
Coarporate bonds

Corpormc bonds 836 20 856 735 (15) 720

Assel-backed securilies 62 —_ 62 63 — (3]
Mortgage-backed debt securities

U.S. povernmental agency 327 4 KX} 301 {4) 297

Residential 6 — ] 7 — 7

Commerciat 46 1 47 14 (n 13
Total debt securltics s 1,340 § 5 8 1365 % LI71 % (200 % 1.151

As of December 31 2019 and 2018, the total unrealized loss for available -for-sale investments in an unrealized loss position that are not other-than-
temporarily impaired was $1 million and $21 million, respectively.

The cost basis and fair value of the available-for-sale debt securities atDecember 31, 2019, by contractual maturity. is shown below. Expected matunities will
differ from contractual maturities because borrowers may have the right o prepay and creditors inay have the right to call obligations.

December 31, 2019

(Millicns of dollars) Cost Basis Fair Valur

Lhie in one year or less 5 80 § 80
Duc afer onc year through five years 701 T15
Duc afer five years through ten years 148 153
Due afier len years 32 kX
U.S. governmental 2gency morntgage-backed sccurilies 327 kxd
Residential montgage-backed securities 6 )
Commercial mortgage-backed securities 46 47
Total debt securities — available-for-sale s 1340 3 1365
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Sales of Securitics:
Years Ended December 31,

(Millions of dollars) 2019 1 2018 ! 2017

Proceeds rom the sale ol available-Tor-sale secuniics s 260 s 247 s 930
Gross gains [rom the sale of available-Tor-sale secutities H 1 S — S 109
Gross losscs Irom the sale ol available-for-sale securities S 1 S — s 5

! Beginning January 1. 2018. cquity securities are no longer classificd os available-for-sake securitics.

For the ycars ended December 3t 2019 and 2018, the net unrealized puins {losses) for cquily sceurities held at December 31, 2019 and 2018 wer§29 million
and $(25) million, respectively.

Postemployment benefit plans

We provide defined benefit pension plans. defined contnibution plans and/or other postretirement benefit plans {retirement health care and lifc insurance) 10
employces in many ol our localions througheut the world. Our defined benefit pension plans provide a benefit based on years of service and/or the employee’s
average camings near retirement. Our delined contribution plans allow employces to contribute a portion of their salary to help save for retirement, and in
most cases, we provide o matching contnbution. The benefit obligation related 1o our non-U.S. defined benefit pension plans are for employees located
primarily in Europe, Japan and Brazil. For other postretirement benefits (OPEB). substantially all of our henefit obligation is for employees located in the
United States,

Our U.S. defined bene(it pension plans for support and management employees were frozen for centain employees on December 31, 2010 and were frozen for
the remaining employees on December 31, 2019, On the respeclive transition dates employees mave to a retirement bencelit that provides a frozen pension

benefit and a 401(k) plan that will include a matching contribution and a new annual cmployer contribution.

In the first quarter of 2017, we announced the closure of our Gosselies. Belgium facility. This announcement impacted eertatn employces that participated in a
defined benefit pension plan and resulied in a net loss of $2¢ million in the first quarter of 2017 for curtailment and termination benefits.

All cuntailments and iermination benefits were recognized in Other income (cxpense) in Statement 1.

A. Oblipalions, assets and funded status

Non-U.S. Other Postretirenent
U.S. Pension Benelits Pension Benefits Bencfits
2019 2018 2019 2018 2019 2018
Weilghted-average assumptions used 1o determine
benefit obligation, end of year:
Discount rate Al% 4.2% 1.9% 2.5% 3.2% 4.2%
Rate of compensation increase ! —% 4.0% 2.0% 30% 4.0% 4.0%

! Cffective December 31, 2019, oll U.S. pension benelfits were frozen, ond sccordingly this asswmption is no longer applicable,

The assumcd discount rate is used to discount future benefit obligations back to today's dollars. The U.S. discount rale is based on a benehi cash flow-
matching approach and represents the rate a1 which our benefin obligations could effectively be seitled as ol our measurement date, December 31. The benefit
cash flow-marching approach involves analyzing Cuierpillar's projected cash flows against a high quality bond yicld curve, calculated using o wide population
of corporatc Aa bonds available on the measurement date. A similar process is used to determine the assumed discount rate for our most significant non-U.S.
plans. This rate is sensitive 1o changes in interest mtes. A decreasc in the discount ratc would increase our abligation and future ¢xpense.
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Non-L.S.

Other Posiretirement

LS. Pension Benefits Pension Benelits Benefits
(Millions of dollars) 2019 2018 2019 2018 2019 2018
Accumulated benefit obligation, end of year 5 17773 § 15877  § 4502 % 4,038
Change in benefit obligation:
Benefit obligation, beginning of yeur $ 15953 % 17326 § 4215 § 4,606 1,649 4,002
Service cost 115 125 80 89 80 83
[nterest cost 600 534 %4 96 136 125
Play amendments — — (5 26 8 (25)
Actuarial losses {gains) 2,090 (1,058) 424 (88) 350 (195
Forvign currency exchanpe rates — — 95 (205) [L}] {28)
Participart cortributions — — ki 6 46 51
Benefits paid - gross (982) 971} 237 (277) 316) (369)
Less: federal subsidy on benelits paid — — — — 9 7
Cunailmenis, seitlements and wermination benefits 1)) 3 7 () (1)} )
Benetit obligation, end of year $ 17773 % 15953 § 4,666 § 4215 3,960 3.649
Change in plan assets:
Fair value of plan assets, beginning of year s 12,697 & 13,416 § 4025 3§ 4,305 328 504
Actual return on plan assets 2.740 {784) 482 13 T (5)
Foreign currency cxchangs rates — — 105 (187} — —
Company contributions 1,542 1.039 143 165 127 147
Participant contributions — — 7 6 d6 51
Bencfits paid {982) (971} (23N (277) (316} (369)
Scttlements and termination benefits (k)] {3) —_ — (1 —
Fair value of plan assels, end of year ) 15994 § 12,697 8 4525 S 4,025 255 328
Over (under) funded stalus S 1,779 5§ (3256 § 141y 3 (190 {3.705) (3.321)
Components of net amount recognized in financial position:
Otlwer asscls (non-current assct) s 219§ 9 35 485 % 442 — —
Accrued wages, salarics and employee benefits (current liability) (42} [€11]] (9 (20) (161) (173)
Liability for postemploynient benefils (non—current liability} ! (1.956) {3.225) (607} (612} (3.54) (31,148)
Net liability recognized 3 (L7779 $ (3.256) § ({141} $ (150} {3.705) {3.321)
Ameounts recognized in Accumulated other comprehensive
income (pre-tax) consist of:
Prior service cost {credil) s — 3 — 5 16 S 20 % {78y § {126)

'The Liability lor pestemployment benefits reporied in Statement 3 includes our liability for odher pastemployment benefits and owr liability for non-qualified deferred compensation plans.
For 2019, thesc liubilitics were $60 million and $432 million, respectively. For 2018, these liubilities were $119 millicn and $351 million, respectively




Non-U.5.

U.S. Pension Benefits Pension Benefits
(Milllons of dollars) 2019 2018 2019 2018
Pension plans with projected benefit obligation in excess of plan assets:
Projecied benefil ubligation S 14037 % 15,614 8§ 2010 S 1.821
Accumulated benefit obligalion 5 14,037 § 15,541 § 189 § 1,723
Fair value of plan asseis S 12039 § 12,349 & 1384 % 1,189
Pension plans with accumulated benefit obligatbon in excess of plan assets:
Projecled benefit obligation S 14037 § 15614  § 1875 § 1,655
Accumulated benefit obligation ) 14037 % 15,541 § 1,799 % 1.603
Fair value ol plan asscts ) 12039 § 12349 § 1269 $ 1,047

The accumulated postretirement benefit obligation exceeds plan assets for all of our other postretirement benefit plans for all years presented.
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B. Net periodic benefit cost

U.S. Pension Benefits Non-U.S. Pension Benefits Other Postretircment Benefits
{Millions of dollars) 2019 2018 2017 2019 2018 2017 2019 2018 2017
Components of net perodic benefit
cost:
Service cosl s 115 5 125 ) 115 s o] 3 89 S 95 5 B0 H 8 s 78
Interest cost 600 334 525 L) 96 101 136 125 130
LExpected rerurn on plan assels (721) [ROK) (734) (148) {211} (235 (18) (32) (&R
Cuntailments, scttlements and
wermination benefils n — 9 [} 33 15 — ) —
Amottization of prior scrvice cost
{credit} ! — — - - — (2) (40) (36} (23)
Actuarial loss (gain) ? 72 53 481 90 11 (195} 306 {150) 15
Net Peniodic benefli cost (benefit)* 8 65 5 385 ] %6 3 109 5 42 5 12n s 464 3 {12y 8 163
Other chznges in plan assets and
beneflt obligations recogntzed in
other comprehensive income (pre-
1ax):
Current year prior service cost
(credit) s — s — s - 5 4 5 20 5 3 s ] 3 20 3 (!
Amortization of prior scrvice (cosl)
credit ! — - — — — 2 40 15 23
Taotal recognized in other
comprehensive income —_ — — (4) 20 5 48 16 (54)
Total recognized in net periodic
cost and other comprehensive
income 1 65 5 3RS 5 3%6 s 105 s 62 $ 212y 8 511 3 4 5 109
Weighled-average assumptions
used to determine nel periodic
benefit cast:
Discount rate used to measure
service cost 43% A.7% 4.2% 2.5% 2.3% 2.4% 4.1% 31.5% 1.9%
Discount raic used 10 measure
interest ¢osl 39% 3.2% 13% 13% 2.2% 2.3% 3.9% 32% 3.1%
Expected rate of return on plan
asscls? 5.9% 6.2% 0.7% 1.3% £2% 5.9% 7.2% 1.5% 75%
Rate of compensation increase 4.0% 4.0% 4.0% 3.0% 4.0% 4,0% 4.1% 4.0% 4.0%

' The cstimated amount of priof scrvice cosi {eredit) that will be amortized from Accumulated other comprehensive income (boss) at Iecember 31, 2019 into net periodic benefit cost
(pre-ax) in 2020 is a credit of 33% million for Other Postretitement Benefits

* Actuarial loss (gain) represents the effects of actuat results differing fromn out assumptions and the efTects of changing assumiptions. We recognize actuarial loss {gain) immediately
through eamings upon the annual remcasurement in the fourth quaner, or on an interim basis as wiggering cvents warranl remeasurement.

! The service cust component is included in Operating vosts and all other compunents arc included in Other income (expense) in Staement 1.

The weighted-averuge mtes for 2020 are 5.1 percent and 3.2 percent for U.S. and non-LLS. pension plans, respectively.

The discount rates uscd in the delermination ol our service and interest cost components are determined by utilizing a full yield curve approach which applies
specific spot rates along the yicld curve used in the determination of the benefit obligation to the relevant projected cash flows.

Our U.S. expected long-term rate of return on plan assets is based on our estimate of long-ienm passive retumns fur cquitics and fixed income securities
weighted by the allocation of our pension assets. Based on historical performance. we incrense the passive retuns due to our aclive management of the plan
asscls, To arrive at our expected long-term return, the amount added for active managemem was 0.40 pereent for 2019, 0.75 percent for 2018 and 0.80 percent
for 2017. A similar process is used 1o detennine this rate for our non-U.S. plans.
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The assumed health care trend rate represents the rate at which health care costs are assumed 1o increase. We assumced o weighted-average increase of 6.1
percent in our calculation of 2019 benefit expense.  We expect a weighted-average increase of 6.1 percent during 2020, The 2020 rates arc assumed (o

decrease gradually to the ultimale health care trend rate of § percent in 2025. This rate represents 3 pereent peneral inflation plus 2 percent additional hezlth
carc inflation.

Assumed health care cost trend rates have a significant cffeet on the amounts reported for the health care plans. A onc-percentage-point change in assumed
health care cost trend rates would have had the following eects:

{Milllons of dollars} One-percentage- One-percentage-
point increase point decrease

Effect on 2019 service and interest cost components of other postretirement benefit cost 3 13 % (1

EfTect un accumulated posiretiremient benelit obligation s 158 % {133)

C. Expected contributions and benefit payments

Information about expected contributions and benefit payments for pension and other postretirement benefit plans is as follows:

(Milllons of dollars) 2020
Expected cmployer contributions:
LS. Pension Benefis 1) 40
Non-U.S. Pension Bencfits 3 105
Other Postretircment Benelits ] 135
2025
Expected benefit payments: 2020 2021 2022 2023 2024 2029 Totai
U.S. Pension Benefits ) 1020 § 1010 % 1.010  § 1.010 S 1010 8 5005 % 10,065
Non-U.S. Pension Benelits L) 280 % 175 % 180§ 185 % 199 § 1,055 % 2,065
Other Postretirement Benefits s 29 § 285 % 280 § 275§ 270§ |30 § 2,40
Expected Medicare Part D subsidy: 5 9 8 9 % 9 % LI 2 5 s s 78

The above table reflects the 1otal expecied empluyer contributions and expected berefits 1o be paid from the plan or from company assets and does not include
the panticipants’ share of the cost. The expected benefit paymenis for our other postretirement benefits include payments for prescription drug benefits. The
above table also includes Medicare Part D subsidy amounts expected 1o be received by the company which will offset other postretirement benefit payinents.

D. Plan asscts

In general. our strategy [or both the U.S. and non-U.S. pensions includes engoing alignment of our investments to our liabilities, while reducing risk in our
portfolio. The current U.S. pension target assct allocation is 70 percent lixed income and 30 percent equities. This target allocation will be revisited
periedically to ensure it reflects our overall objectives. The nen-U.S. pension weighted-average target allocations arc 79 percent fixed income, 12 percent
equitics, 5 percent real estate and 4 percent other. The target allocations for cach plan vary based upon local stawutory requirements, demographics of plan
participants and lunded status. The non-U.S. plan asscts arc primarily invested in non-U.S. securities.

Our 1arget allocation for the other postretirement benefit plans is 70 percent cquitics and 30 pereent fixed income,

The U.S. plans are rebalanced 1o within the appropriate target assel allocation ranges on a monthly basis. The frequency of rebalancing for the non-U S, plans
varics depending on the plan. As a result of our diversification strategies. there are no significant concentrations of risk within the portfolio of investments.
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The use of certain denvalive instruments is permitted where appropriate and necessary for achicving overall investment policy objectives. The plans de not
use derivalive contracts for speculative purposes.

The accounting guidance on fair value measurements specifies a fair value hicrarchy based upon the observability of inputs used in valuation techniques
{Levcl 1, 2 and 3}. See Note 18 for a discussion of the fair value hierarchy.

Fair values arc determined as follows;

. Equily securities arc prnimarily based on valuations for identical instrumenis in active
markets.
. Fixed income securitics are primarily bascd upon imodels that take into consideration such market-based factors as recent sales, risk-frec yicid
curves and prices of similarly rated bonds.
. Real estate is siated at the fund’s net asset value or at appraised
value.
. Cash, shori-fenn instruments and other arc based on the carrying amount, which approximates fair value, or the fund's net assc
valuc.

The fair valuc of the pension and other postretirement benefit plan assets by category is summarized below:

December 31, 2019

(Millions of doltars} Level 1 Level 2 Level 3 M ;olg‘:ilr’\\{:ﬁ:c
ILS, Pension
Equity securities:
U.S, equities s 2578 § — 3 23§ 133§ 2,74
Non-U.S. equitics 1068 — — — 2,068

Fixed income securities:

.5, corporate bonds — 6577 57 — 6,634
Non-U.S. corporate bonds — 1,414 —_ —_ 1414

1.8, government bonds — 2,120 — —_ 1220

U.S. povernmnental agency mongage-hacked sccuritics — 63 — — 63
Non-U.S. government boids — 96 — _ 96

Real estate — —_ 10 — 10
Cash, shon-lerm instruments and other 230 10 — 515 7558
Total U.S. pension assets s 4876 § 10,380 § 9% 5 648 S 159594
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December 31, 2018

) Total Assets
(Millions of doltars) Level 1 level 2 Level 3 Measured al NAY al Fair Value
LS. Pension
Equity sccurilics:
U.S. equities 1971 — s 3B 155§ 2.161
Non-U.S. equitics 1.279 — | — 1.280
Fixed income sceuritics:
U.5. corporate bonds — 6,371 6l 52 6,484
Non-U.S. corporie bonds - 1.332 — — 1,332
U.S. government bonds — 590 —_ — 590
U.S. governmental agency mortgage-backed sccuritics — 34 — — 384
Non-U.S. government bonds — 79 — — 79
Real cstale — — 10 — 10
Cash. shont-lerm instrumcnts and other 202 9 —_ 166 377
Total U.S. pension assets 3452 g765 8 107 § 377 % 12,697
Deccmber 31, 2019
Mecasured at Total Assets
(Millions of dollars) Level 1 Level 2 Level 3 NAV at Fair Value
Non-U.S, Penslon
L:quity securities:
U.S. equities 58 - 3 - 3 — 3 58
Non-U.S. cquities 346 29 — 65 440
Global eqguitics ! 16 16 — m 153
Fixed income sceurities:
U.S. comporate bonds — 253 — — 253
Non-L.S. corporalc bonds —_ 08 — 7 815
U.S. government bonds — 65 — — 65
Non-U.S§, government bonds — 1,952 — — 1,952
Global fixed income ' — 182 —_ 208 390
Real estate —_ 211 — — 211
Cash. shont-term instruments and other ? 68 120 — — 188
Totl non-1.§, pension assets 498 3636 S — 3 k1] B 4,525
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Necember 31, 2018

. Total Asscls
r
(Millions of dollars) Level 1 Level 2 Level 3 Measured at NAY at Fair Value
o sj0
Equity sceuritics:
U.S. cquities 43 — 5 — % — 3 43
Non-U.S. equilics 259 28 — 53 340
Global equitics ! 23 23 —_ 90 136
Fixed income sccuritics:
U.5. corporate bonds —_ 206 — — 206
Non-1.8. corporale bonds — 690 — 6 696
LS. government bonds — 74 — _ 74
Non-11.8. govemment bonds — 1.724 —_ — 1.721
Global fixed income ! — 261 —_ 215 476
Real estate —_ 185 — — 185
Cash, short-tenin instruments and other * 66 82 —_ — 148
Total non-U.S. pension assets 391 3270 3§ — 3 64 8 4,025
' Includes funds that invest in both U.S. and non-U.S. securities.
? Includes funds that invest in muliiple asset classes. hedge funds and eilber.
We have reclassificd $143 million from Level | 1o measurcd at net asscts vatuce for 2018, The reclassification did nod impact total assels.
Drecember 31, 2019
. Measured at Total Assets
(Millions of dollars) Level | Level 2 Level 3 NAV at Fair Volue
Oiher Postretirement Benefjts
LEquily securitics:
U.S. cquilics 19 s — 5 - 5 — 3 119
Non-LLS. equitics 56 — —_ — 56
Fixed income sccurilics:
U.S. corporate bonds — 33 — —_ 33
Non-U.S. corporate bonds — — —
L1.5. peverninent bonds — —_ —
LS. povernmental agency mortgage-backed securities — 16 —_ — 16
Nen-U.S. government bonds —_ 3 — — 3
Cash, shori-term instruments and other 2 i —_ 10 13
Tuoal other postretirement benefit asseis 177 8 68 S — 5 10 s 255
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December 31, 2018

(Mllions of dollars) Level 1 Level 2 Level 3 Measured at NAV ;I;Orl::rﬁ{ﬁi
Other Postretirement Benefits
Equity securities:
U.S. cquities $ 151§ 1 8 — 35 — 3 152
Non-1.S. equitics 64 —_ — — 64
Fixed income securitics:
U.S. corporaic bonds — 45 — — 45
Non-U.S$. corporate bonds — 1l — — 11
U.S. government bonds - H — — 8
U.S. governmental agency mortpage-backed securitics — 25 — — 25
Non-L.S. povemment bonds — 3 — — 3
Cash, short-term instrurments and other k) 1 — 16 20
Tertal other postretirement benetit nssets $ 218 % 94 % — 3 16 % 328

Below are roll-forwards of assets micasured at fair value using Level 3 inputs for the years endedDecember 31. 2019 and 2018, These instruments were
valued using pricing models that, in managemeni’s judgment, reflect the assumplions a market participant would use.

(Millions of dollars) liquitics FFixed Income Real Estate
LL3. Pensfon
Balance at December 31, 2017 $ 20 % 60 5 10
Unrealized goins (losscs} (6} (12 —
Realized gains (losses) - — —
Purchases, issuances and settlements, nct 21 1! —
Transfers in andfor out of Level 3 1 2 -
Balance ot December 31, 2018 8 6 S il 5 10
Unrealized gains (losses) )} — _
Realized gains (losses) 7 — —
Purchases, issuances and scttlements, net (10) [C)) —
Transfers in and/or oul of Level 3 n — —
Balance at December 31, 2019 5 23 3 57 ) 10

E. Defined contribution plans

We have both LS. and non-U.S, employee defined contribution plans to help employees save for retirement. Our primary U.S. 401(k} plan allows cligibic
employees lo coniribuie a portion of their cash compensation 1o the plen on a tax-deferred basis. Employces with frozen defined benefit pension accruals are
eligible for matching contributions equal to 100 percent of cmiployee contributions to the plan up to 6 percent of cash compensation and an annual employer
contribution that ranges from 3 10 5 percent of cash compensation (depending on years of serviee and age). Employees that were still aceruing bene(ils under a
defined benefit pension plan up 10 December 31, 2019 were cligible for matching contributions equal to 50 percent of employee contributions up 1o 6 percent
of cash compensation. All our U.S. defined benefit pension plans were lrozen on December 31, 2019 for remaining employees still accruing a benefit, Starting
in 2020, these employces will receive matching contributions equal to 100 percent of employee contributions 1o the plan up to6 percent of cash compensation
and an annual employer contribution thal ranges from 3 to 5 pereent of cash compensation {depending on years of service and age).
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These 401(k) plans include various investmient funds, including a non-leveraged employee stock owncership plan (ESOP). As of December 31, 2019 and 2018,
the ESOP held 14.9 million and 17.2 million shares. respectively. All of the shares held by the ESOP were allocated to panticipant accounts. Dividends paid to
participants arc automatically reinvested into company shares unless the participant elects to have all or a pertion of the dividend paid to the participant.
Various other U.S. and non-U.S. defined contribution plans gencrally atlow ciigible cmployeces Lo contribute a portion of their cash compensation to the plans,
and in most cases, we provide a matching contribution 1o the lunds.

Telal company costs related to U.S. and non-U.8. defined contribuiion plans were as follows:

(Millions of dollars) 1019 2018 2017

U.S. plans $ 414 5 213 375

Non-U.S. plans 83 89 73
§ 497 5 s0 S 448

. Short-term borrowings

December 31,
(Millions of dollars) 2019 20148
Machinery, Encrgy & Transportalion:
Notes payable to baiks D) s 3 —
L3 —
Financial Pro<lucts:
Notes payable to banks 605 526
Commerciai paper 4,168 4,759
Demand notes 388 438
5,161 5.7123
Totul short-term bormowings 5 5166 3§ 5,723
The weighled-average inlerest rales on short-lerm borrowings culstanding were:
December 31,
2019 2018
Notes payable to banks 5.0% 5.3%
Commercial paper 1.3% 2.0%
Demand noles 1.7% 2.2%

Please refer 10 Note 18 and Table [11 for fair value information on short-term borrowings.
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14. Long-term debt

Decembey 31,
{Millions of dollars) m‘:“:‘t’z':“;‘,d to 2019 2018
Machincry, Enerpy & Tronspertation:
Notes—51,250 million of 3.900% due 2021 2 4.01% 5 1,248 % 1,247
Notes—3759 million of 5.200% duc 2041 2 5.27% 752 751
Debentures—3S 120 miillion of 9.375% duc 202) 9.41% 120 120
Debentures—3500 million of 2.600% due 2022 2 2.70% 499 498
Debentures—%82 million of 8.000% duc 2033 8.06% 82 82
Debentures—S$ 1,000 million of 3.400% duc 2024 l46% 998 997
Dcebentures—3193 million of 6.625% due 2028 2 0.68% 192 192
Debentures—3$500 million of 2.600% duc 2029 2 2.64% 497 -
Debentures—5$242 million of 7.300% duc 2031 2 1.38% 240 240
Debentures—8307 million of 5.300% duc 2035 2 ®.04% 220 218
Dcbenturcs—S$460 million of 6.050% due 2036 ? 6.12% 456 456
Debentures—3$65 million of 8.250% duc 2038 2 8.38% 64 64
Debentures—3$160 million of 6.950%% due 2042 2 7.02% 158 158
Debentures—3$1,722 million of 3.803% duc 2042 2 6.3%% 1,277 1,257
Nebentures—3500 million of 4.300% duc 2044 4.39% 493 493
Debentures—3$ 1,000 million of 3.250% due 2049 2 337% 982 —_
Drebentures—S5030 million of 4.750% due 2064 4.41% 494 494
Debentures—35246 million of 7.375% duc 2097 2 7.51% 241 241
Finance leasc obligations & other 128 497
Touwl Machincry, Energy & Transportation 9,141 8,005
Financial Products:
Mediwu-tenn notes 16,719 16,592
Other 411 403
Total Financial Products 17,140 16,995
Total long-tenn debt duc aller one year s 26,281 % 25,000

I Elfective yicld o maturity includes the impact of discounts, premiums and debt issuance costs.

1 Redeemable at our option in whole or in pant a1 any time at a redemplion price equal to the grealer of (i) 100% of the principal amount or (ii) the discounted presem
value of the notes or debentures, calculated in occordance with the terms of such notes or debentures

2018 includes $360 million related to a financing iransaction in Japan entered into in 2017 that was removed in 2019 due 1o the new lease accounting guidance adopted
January 1, 2019. See Note 1J for additional information.

w

All outstanding notes and debentures are unsecured and rank cqually with one another,
On September 19, 2019, we issued$ 1.0 billion of 3.250% Scnior Notes due 2049 and $500 million of 2.600% Scnior Notes due 2029,

Cat Financial’s medium-crm notes are offered by prospectus and are issued through agents at fixed and floating rates. Medium-1enn notes due after one year
have a weighted average interest rate of 2.7% with remaining maturities up to 8 years at December 31, 2019. .

The above table includes $28.5 million of medium-term noles thal can be called at par.
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The aggrepate amounts of maturities of long-term debt during each of the years 2020 through 2024, including amounts due within one year and classificd as
current, are:

December M,
{Millions of dollars) 1020 2021 2022 2023 2024
Machinery, Energy & Transponiation 3 16 % 1,403 S 513§ 93 3% 1.007
Financial Products 6.194 1,732 4,744 2,167 2,157
s 6210 % 9135 § 5257 % 2260 8 3164

Interest paid on shori-lerm and long-term borrowiugs for2019, 2018 and 2017 was $1,057 miltion. $1,088 million and $1,131 million, respectively. Interest
paid in 2017 includes a prepayment fee of $58 million related to the early retirement of our7.90% senior notes duc December 2018.

Medium-tcrm notes of $1.50 billion mawred January 10, 2020 and were excluded from Current maturitics of long-tenn debt as of December 31, 2019 due 10
un issuance on January 9, 2020 of two $750 million medium-term noles, maturing in 2021 and 2022, The table above reflcets the maturity dates of the new
medium-term notes.

Plcasc refer to Note 18 and Table 11 for fair value information on long-term debi.

I5. Credit commitments

December 31, 2019
Machinery,
{Millions of dollars) Encrgy & Financial
Consolidated Transportation Products
Credir lines available:
Global eredit facilitics H 10,500 S 1,751 § 7,749
Other external 4.999 194 4,805
Total credit lines available 15499 2,945 12,554
Less: Commeercial paper cutstanding, (4,168) — (4.168)
Less: Utilized credit (1.247) — (1,247)
Availablc credit 3 10,084 S 2945 § 7.139

We have three global credit facilities with a syndicate of banks totaling $10.50 billion (Credit Facility) available in the aggregate to both Caterpillar and Cal
Financial for general liquidity purposes. Based on management's allocation decision, which can be revised from time to ume, the portion of the Credit Facility
available to ME&T as of December 31, 2019 was $2.75 billion. Infonmation on our Credit Facility is as follows;

*  The 364-day lacility of $3.15 billion (ol which $0.82 billion is availuble 10 ME&T) cxpires in Scptember

2020,

«  The three-year Tacility, as amended and restated in Scplomber 2019, 032,73 billion (of which $0.72 billion is available to ME&T) expires in September
2022,

*  The five-year lacility, as amended and restated in September 2019, of $4.62 billion (of which $1.21 billion is available to ME&T) expires in Seplember
2024,

Other consolidaled credit lincs with banks as of December 31, 2019 totaled $5.00 billion. These committed and uncommitted credit lines, which may be
eligible for rencwal at various future dates or have no specified expiration date, are used primarly by our subsidiaries for local funding
requirements. Caterpillar or Cot Financial may guarantee subsidiary borrowings under these lines,
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At December 31, 2019, Caterpillar's consolidaied net worth was $14.63 billion, which was above the $9.00 billion required under the Credit Facility. The
consolidated net worth is defined as the consolidated shareholders’ equity including preferred stock but excluding the pension and other postretirement
benefits balance within Accumulated ather comprehensive income (loss).

At December 31, 2019, Cat Financial’s covenant interesl coverage ratio was 1.77 10 1. This is above the 1.15 to | minimum ratio, calculated as (1) profit
excluding income taxes. inlcrest expense and net gain/(loss) from interest rate derivatives to (2) interest expense calculated at the end of cach calendar quarter
for the rolling four quarter period then most recently ended, required by the Credit Facility.

In addition. at December 31, 2019, Cat Financial’s six-month covenant leverape ratio was7.65 to ] and year-end covenant leverage ratio was 7.46 to 1. This
is below the maximum ratio of debt 10 net worth of 10 1o 1, calculated (1) on a monthly basis as the average of the leverage rmtios determined on the last day
of cach of the six preceding calendar months and (2} at each December 31, required by the Credit Facility.

In the cvent Caterpillar or Cat Financial docs not incel onc or mere of their respective linancial covenants under the Credit Facility in the future (and are
unable (o obtain a consent or waiver), the syndicale of banks may 1erminate the commilments atlocated 1o the party that does not mcet 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 ¢lection. choose 10 pursue remedies under those loan agreements. including accelerating the repayment ol outstanding
borrowings. At December 31, 2019, there were o borrowings under the Credit Facility.

Profit per
share

Computations of profit per share:
{Dollars in millions except per share data) 2019 2018 2017

Profit for the period (A) ! ) 6093 S 6147 § 754
Determination of shares (in millions):

Weighted avernge number of comimon shares outsianding (B) 561.6 5914 591.8
Shares i1ssuable on exercise of stock awards, nel of shares assumed to be purchased out of proceeds at

average market price 59 8.0 15
Average common shares outstanding for fully diluted computation (C) 2 567.5 599.4 599.3
Profit per share of common stock:
Assuming no dilution {A/B) ] 1085 5§ 1039 § 1.27
Assuming full dilution {A/C) ? 1) 10.74 8§ 1026 $ 1.26
Sharcs outstanding as of Deceinber 31 (in millions) 550.1 575.5 597.6

! Profit antributable to common sharcholders.
2 Diluled by assumed exercise of stock-based compensation awards using the treasury stock method.

For the year ended December 31, 2019 and 2018.3.0 million and 1.5 million cutstanding stock oplions, respectively, were excluded from the computation off
diluted camings per share becausc the effect would have been antidilutive. For 2017, no outstanding $SARs and stock options were excluded from the
computation of diluted carnings per share becausc all outstanding SARs and steck options had a dilutive effect.

In July 2018, the Board approved a new share repurchase authorization of up 108 10.0 billion of Caterpillar common stock effective January 1, 2019, with no
cxpiration.

During 2019 and 2018, we repurchased 3.6 million and 27.7 million shares of Caterpillar common stock, respectively, at an aggregate cost 0f$4.0 billien
and $3.8 billion, respectively. These purchases were made through a combination of accelerated stock repurchase agreements with third-party financial

institutions and open market lransactions.

We did not repurchase any Caterpillar common stock during 2017.
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17. Accumulated other comprehensive income (loss)

Comprehensive inconie and its componenls are presented in Statement 2. Changes in Accumulated other comprehensive income (loss), net of tax, included in
Statement 4, consisted of the following:

Foreign Derivative
currency Pension and other financial Available-for-

{Millions of dollars) transtation postretirement beoefits instruments sale securitics Tolal
Balance at December 31, 2016 s (1970 S 14 b (115 § 32 s (2,039}

Other comprehensive income {loss) before

reclassifications 752 48 (3) 41 K38

Amoums reglassified from accuomulated other

comprehensive (income} [oss 13 {16) 77 (65) 9

Other comprehensive income {loss} 165 32 74 (24) 847
Balance at December 31, 2017 $ (1.205) S 46 5 [CIET.] 8 5 (L1192

Adjustment to adopt recognition ond measurement of

financial assets and liabilities guidance — — — (1 (nh
Balance at Jonuary 1, 2818 (1,205) 46 41 n (1,208

Other comprehensive income (loss) before

reclassifications 397 (6) 61 (12} (354)

Amounts reclassificd lrom accumulated other

comprehensive {income) loss | (28) (100) — 1127)

Other comprehensive income {loss) (396) (34) 39 {1 {481)
Balance at December 31, 2018 s (1.601} S 12 3 @™ s (15 § (1,684

Adjustment to adopt new accounting guidance related o

reclassification of certain tax cffects from aceumulated

ather comprehensive income 98 19 (9) — 108
Balance at January I, 2019 (1,503) n (89) (19 {1,576}

Mher comprehensive income (loss) before

reclassifications 16 (4} 43 35 90

Amounis reclassificd from accumulatcd other

comprehensive {income) loss — {30) (81 — (81)

Other comprehensive income (loss) 16 (34) 8) 35 9
Balunce at December 31, 2019 ] (1487) S &) S @n s 0 5 (1,567
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The elTect ol the reclassilications out of Accumulaled other comprehensive income (loss) on Statement | is as follows:

Ycar ended December 31,

(Milllons of dellars) Classification of income (expense)} 2019 2018 2017

Forcign currency translation:
Gain (losx) on foreign currency translation Other income (cxpense) s — % 3 {13)
Tax {provision) benefil — — —

Reclassifications net of tax s — 8 (1} § (1)

Pension and other postretirement benelits:

Amonrtization of prior service credit (cost) Other income {expense) s 40 % i $ 25
Tax (provisiun) benefit {1m 8) 9
Reclassifications net of 1ax s o S 23 3 16

Derivative financial instruments:

Foreign exchange contracts Sales of Machinery, Encrgy & Transporiation  § m s — s —

Foreign cxchange contracts Cost of goods sold H (3) % — 3 —

Forcign exchange coniracts Other income {cxpense) s 37 s 15 5 {12

Foreign cxchange contracts Interest expense of Financial Products 33 19 &

Interest expensc excluding Financial

Intcrest rate contracls Products [E)] {3) N

Inlerest rate controcts Interest expense of Financial Products (8} — 3
Reclassifications belore tax &6 131 {121
Tax (provision) benelit (15) (in ER]
Reclassifications nct ol 1ax 3 51 § 100 § (TN

Available-for-sale securitics:

Realized gain (loss) on sale uf securities Other income (expense} - — 5 — § 100
Tax {provision) benefit —_ — (35)
Reclassifications net of tax s — 3 — 5 65
Total reclussifications from Accumulated other comprehensive income (loss) s 81 5 127 % (9}
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18. Fair value disclosures
A. Fair value measurements

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

*  Level 1 — Quoted prices for idenlical instruments in active
markels.

«  Level 2 - Quoled priccs 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 obscrvable in active markets.

= Level 3 - Maodel-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 classily such measurements within Level 1. In some cases where market prices
arc nol available, we make use of observable market based inputs to calculate fair value, in which case the measurements are classified within Level 2, 1T
quoied or observable market prices are not available. fair value is based upon valuations in which one or more significant inputs are unobscrvable, inciuding
internally developed models that use, where possible, current market-based paramelers such as interest rates, yield curves and currency rates. These
measurements are classified within Level 3.

Fair value measurenments arc classified according Lo the lowest level input or value-driver that is significant 10 the valuation. A measurement may therefore be
classified within Level 3 even though there may be significant inputs that arc readily observable.

Fair value measurcient includes the consideration of nonperformance risk, Nonperfonnance risk refers to the risk that an obligation (either by a counterparty
or Caterpillar) will not be fulfilled. For financial asscls traded in an active market (Level | and eertain Level 2), the nonperformance risk is included in the
marke! price. For certain other financial asscts and labiluies (certain Level 2 and Level 3), our fair value calculations have been adjusted accordingly.

eslmenls | 1 ily § jligs
We have investments in certain debt and equity secuntics, primarily at Insurance Services, that are recorded at fair valuc. Fair values for our U.S. wreasury
bonds and large capitalization value and smaller company growth equity sccuritics are based upon valuations for identical instruments in active markets. Fair
values for vther government bonds. corpurate bonds and moriguge-backed debt securitics are based upon models that inke into consideration such markel-
based fuctors as recent sales, nisk-free yield curves and prices of similarly rated bonds.

In addition, Insurance Services has an equity investment in a real estate investment trust {REIT} which is recorded at fair value based on Lhe net asset value
{NAV) of the investment and is not classified within the fair value hicrarchy.

See Note |1 lor additional inlormation on vur invesunents in debt and cquity sccurities.

Derivative fipancial instruments

The fair value of inlcrest rte contracts is pnimarily based on models that utilize the appropriate market-based forward swap curves and zero~coupon interest
ratcs lo determine discounted cash flows. The fair valug of foreign currency and commoadity forward. option and cross currency contracts is basced on a
valuation model that discounts cash Mows resulting from the differential between the contract price and the market-based forward rute.
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Assels and liabilities measured on a recurring basis at fair value, primarily refated 10 Financial Products, included in Statement 3 as of December 312019 and
2018 arc summanized below:

Deccember 31, 2019
Total
(Millions of dollars) Assels / Liabilitles,
Level 1 [evel2 Level 3 Measured at NAV at Fair Value
Assels
Debt securities
Government debt
U.S. treasury bonds s 9 5 — 5 — 5 — 3 9
Other U.S. and non-U.S. government
bonds — 54 — — 54
Corporate bonds
Corporate bonds — 856 — — B56
Assct-backed securities — 62 — — 62
Morigage-backed debt sccuritics
U.S. governmental agency — kK] — _ Kk}
Residential — 6 — — 6
Commercial — 47 — — 47
Total debt securitics 9 1,356 —_ — 1,365
Equity securitics
Large capitalizalion value 187 —_ —_ — 187
Smaller company growih 29 - — 4 —_ 33
REIT — — — 126 126
Total cquity securities 216 — 4 126 3é
Denvative financial instruments, net — 45 — — 45
Toual Asgets ] 225 % 1401 3 4 5 126 § 1,756
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December 31, 2018

Tolal
(Millions of dollars) Asscts f Liabilitics,
Level 1 Level 2 Level 3 Measured at NAV at Fair Value
Asscts
Pebt securities
Government debt
U.S. treasury bonds M 9 5 — % — 5 — 3 9
Other U.S. and non-U.S. govermment
bonds — 42 — — 42
Corporate bonds
Corporaie bonds — 720 — — 720
Assci-backed sceuritics — 63 — — 63
Moripage-backed debt securilics
U.S. governmental agency — 297 — — 297
Residential — ? — —_ 7
Cummerrial — 13 — — 13
Total debt securities 9 1.142 — — 1,151
Fquity sceuriies
Large capitalization volue 260 — — — 260
Smaller company growth 46 — — — 46
REIT —_ —_ —_ 119 119
Total equity sccurities 306 — - 119 425
Total Asscis 5 s s 1,142 § — 5 119 s 1.576
Linbilities
Derivative financial instruments. net b3 — 8 19 5 — 3 — § 19
Totat Liabilitics $ — 8 19 5 — 5 — 5 19

In additien to the amounts above, Cat Financial impaired loans are subject 10 measurement at fair value on o nonrecurring basis and are classified as Level 3
mcasurcments. A loan is considered impaired when management delermings that collection of contractual amounts duc is not probable. In these cases, an
allowance for credil losscs may be established based either on the present value of expected future cash flows discounted at the receivables® effective mterest
rale, the fair value of the collateral for collateral-dependent receivables, or the observable market price of the receivable. In determining collateral value, Cat
Financial estimates the current fair market value of the collateral less selling costs. Cat Financial had impaired Joans with a fair value of $343 million and
£469 million lor the years ended December 31, 2019 and 2012, respectively.

Fair values of financial
instrumenis

In addition 1o the methods and assunplions we use to record the fair value of financial instrumicnts as discussed in the Fair value measurements section above,
we uscd the following methods and assumplions Lo estimate the fair value of our financial instruments:

ash and shert-t invest
Carrying amount approximated fair value.

strj ash hort- inv

Carrying amount approximated fair value. Restricted cash and short-term investments are included in Prepaid expenses and other current asscis in Stalement
3.

125




Table of Contents

Fi ivabl
Fair value was estimaied by discounting the future cash flows using cusrent rates, representative of receivables with similar remaining maturitics.
W] inv iv

Fair value was estimaied by discounting the future cash flows using current rates, representative of receivables with similar remaining maturitics.
Shonl-term borrowings

Carrying amount approximated fair valuec.

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

Guaranlees

The {air value of guarantees is based upon our estimaie of the premium a market participant would require 10 issue the same guarantee in a stand-alone arms-

length transaction with an unrclated party. If quoted or observable market prices are not available, fair value is based upon intemally developed models that
utilize current market-based assumptions.

Fair values of our financial instruments were as follows:

TABLE. l1I—Falr Values of Financial [nstruments

2019 2018
Carrying Fair Carrying Fair Fair Vulue
(Millions of dellars) Amount Value Amount Value Levels Relcrence
Assets al December M,
Cosh and shud-term investments 5 . s 8284 % 7851 % 7857 1 Statement 3
Restricted cash and shor-term invesiments ] 8 33 33 1 Sutement 3
Envestments in debi and equaty secuntics L7111 171 1.576 1,574 1,2&3 Notes 11 & 19
Finance receivables—net (excluding finunce Leases ') 14,473 14613 14.714 14.798 3 Notes 7 & 19
Whokcsale inventory receivables—net (excluding finance
leases ' 1,105 1,076 1,050 1.025 1 Notes 7& 19
Foreign currency contracts—net 62 62 47 7 2 Notes d & 19
Cominodity contracts—net 3 3 — — 2 Notes 4 & [9
Liabilitics at December 31,
Short-term borrowings 5,166 5166 5723 5.723 1 Note 13
Long-tcrm debu (including amounts dut within one
year}:
Machinery. Encrgy & Transportation $.157 1,216 8.015 9,046 2 Nuotc 14
Financial Products 13334 23,655 22,815 22,684 2 Note [4
Interest rale swaps-—mel 20 20 36 36 2 Notes 4 & 19
Commeodily contracts—nel — —_ 30 30 2 Notcs 4 & 19
Guaraniees 5 5 8 8 3 Noic 21

| Represenis hoance beases and faibed sabe keascbachs 07,200 illn sl Degembor 31, 2H9 and finance komscs 037,463 millian an December 31, 2R,

1especlively.

19. Concentration of credit

risk

Financial instruments with potential credit risk consist primarily of rade and finance receivables and short-term and long-term invesiments. Additionally, to a
lesser extent, we have a potential credit risk associated with counterpartics to derivative contracts,
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Trade receivables are primarily short-term receivables from independently owned and operated dealers and customers which arise in the normal course of
business. We perform regular credit evaluations of our dealers and customers. Collateral generally is not required, and the majority of our trade reccivables arc
unsccured. We do, however, when deemed necessary, make use of various devices such as securily agreements and Ietiers of credil to protect our inlerests. No
single dealer or customer represents a signilicanl concentration of credit risk.

Finance receivables and wholesale inventory receivables primarily represent receivables under installment sales contracts, receivables arising from leasing
transactions and notes receivable. We gencrally maintain a secured interest in the equipment financed. No single customer or dealer represents a significant
concentration of ¢redit risk.

Short-term and long-term investments are held with high guality institutions and, by policy, the amount of credit exposure to any onc institution is limited,
Long-term investments, primarily included in Other assets in Statement 3, are comprised primarily of available-{or-saie debt securities and cquity securities at
Insurance Services.

For derivative contracts, collateral is gencrally not required of the counterpanties or of our company. The company generally eniers into International Swaps
and Dcrivatives Association (ISDA) master netting agreements within ME&T and Financial Products that permit the net seitlement of amounts owed under
their respective derivative contracts. Qur exposure 1o credit loss in the event of nonperformance by the counterparties is limited to only those gains that we
have recorded, but for which we have not yet received cash puyment, The muster netting apreements reduce the amount of loss the company would incur
should the counterpartics fail to meet their obligations. At December 31, 2019 and 2018, the maximum exposure Lo credit loss was$ 116 million and $131
million, respectively. before the apptication of any master netting agreements.

Pleasc refer 1o Note 18 and Table [11 above for fair value information.
20. l.cascy

A. Lessce arrangements

We lease certain property, information technology equipment, warchouse equipment, vehicles and other equipment through operating leases. We recopnize a
Icase liability and corresponding right-of-usc asset based on the present valuc of lease payments. To determine the present value of lease payments for most of
our leases, we use our incremental borrowing rate based on information available on the lease commencement date. For certain properly and information
technoloygy cquipment leascs, we have clected Lo separate payments for lease components from non-lease components. For all other leases, we have clecied
not 1o scparate payments for lease and non-lcase components. Our lease agreemients may include options to cxtend or terminate the lease, When it is
reasonably certain that we will exercise that option, we have included the option in the recognition of right-of-use assets and lease liabilitics. We have clecied
not 1o recognize right-of-use asscts or lease liabilities for leuses with a term of twelve months or less.

Our finance leases are not significamt and therefore are not included in the following disclosures.

The components of lease costs were as follows:

{Mitlions of dollars)
Year ended December 31
2019
Onpcrating lease cost s 232
Shon-tenn fcase cost H 57

Opcrating lease right-of-use assets are recognized in Other assets in Statement 3. The operating lease liabilitics are recognized in Other curreat liabilitics and
Other liabilities.
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Supplemental information related to leases was as follows:

(Millions of dollars)

December 31, 2019 January 1, 2019
Operating Leascs
Other nsscts 5 624 $ 713
Other current liabilities s 173 $ 209
Other liabilities 3 461 S 511
Weighted average remainlng lease term
Operating leases 7 ycars 7 years
Weighted average discount rates
Operting leases 2% 2%

Marurities of operating lease liabilities atDecember 31, 2019 and minimum payments for operating leases having initial or remaining non-cancelable terms in
cxcess of onc year at December 31, 2018 were as follows:

(Millions of dollars) December 31, 2019
Amounts Due In

2020 $ 185
2021 139
2022 80
2023 64
2024 46
Thercafler 175
Tolal lcase paynients 695
Less: Impuled interest (61)
Total $ 634

December 31, 2018

Amounts Due In

2019 b 205
2000 154
2021 111
2022 67
2023 50
Thereafter 185
Total S 772
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Supplemental cash flow information related to leases was as follows:

(Millions of dellars)
Year coded December 31
019
Cash paid for amounts in¢luded in the measurement of lease liabilities
Opcrating cash flows rom operating leases s 224
Right-of-usc asscts obtained in exchange for Iease obligations:
Operating lcases § 122

B. Lessor arrangements

We lease Caterpillar machinery, engines and other equipment 10 customers and dealers around the world, primarily through Cat Financial. Cat Financial leascs
to customers primarily through sales-lype (non-1ax) leases. where the lessee for tax purposes is considered 10 be the owner of the equipment during the term of
the lease. Cat Financial also offers tax leases that are classified as either operating or direet finance leases for financial accounting purposcs, depending on the
characteristics of the leasc. For tax purposes, Cat Financial is considered the owner of the equipment, Our lease agreements may include options for the lessce
to purchase the underlying asset at the end of the lcase term for either a stated fixed price or fair market value.

The residual value of Cat Financial’s leased equipment is determined based on its estimated end-of-term markel value, We estimate the residual value of
leased cquipment at the inception of the Icase based on a number of factors, including historical wholesale market sales prices, past reinarketing experience
and any known signiflicant marketproduct trends. The following critical lactors arc also considercd in our residual value estimates: lease term, market size

and demand, total cxpected hours of usage, machine confipuration. application. location. model changes. quantities, third-party residual guarsntces and
contractual customer purchase options.

During the lerm of our leases, we monitor residual values. For operating leases, adjustments to depreciation expense reflecting changes in residual value
cslimates arc recorded prospectively on a straight-line basis. For finance leases, residual value adjustments are recognized through a reduction of finance
revenue over the remaining lease term.

Sce Note 7 lor contraclual matunities of finance lease receivables (sales-type and direct finance leases),

The carrying amwouni of equipment leased 10 others. included in Propery. plant and equipment - net in Statement 3. under operating leases was as follows:

December 3,
(Millons of dollars) 2019 2018
Equipment leased to others - at onginal cosl 5 6208 S 6,015
Less: Accumulated depreciation {1.960) (1,744
Equipment leased 1o others - net s 4248 § 4271
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Payments duc for operating leascs at December 31, 2019 and scheduled minimum rental payments for operating leases at December 31, 2018 were as follows:

{MIllions of dollars)

December 31, 2019
2020 2021 2022 2023 2024 Thercafter Total
$861 $558 $299 $149 $74 $70 52,011
December 31, 2018
2019 2020 2021 2022 2023 Thereafter Total
$R96 $574 5314 5158 7 869 $2.082

Revenues from finance and operating leases, primarily included in Revenues of Financial Producis on Statement 1, were as follows:

(Millions of dollars)
Year ended December 31
2019
Finuice lease revenue $ 521
Operating lease revenue 1,24K
Total ) 1,769

Revenues are presented net of sales and other related taxes.

Guarantees and product warraoty

Caigrpillar dealer performance puargntees

We have provided an indemnily to a third-party insurance company for potential losses related 10 performance bonds issued on behalf of Caterpillar
dcalers. The bonds have vorying terms and arc issued to insure governmental agencics against nonperformance by centain dealers.  We also provided
guarantees (o third-paries related to the performance of contraciual obligations by cenain Caterpillar dealers. These guarantees have varying lemis and cover
potential financial losses incurred by the third parties resulting from the deaiers’ nonperformance.

In 2016, we provided a guaraniee to an cnd user related to the performance of contraciual obligations by o Caterpillar dealer. Under the guarantee, which
expires in 2025, non-performance by the Caterpillar dealer could require Caterpillar 1o satisfy the contractual obligations by providing goods, services or
financial compensation to the end user up to an annual designated cap.

s m nce 1
We have provided guarantees 1o a customer in Brazil and a cusiomer in Europe related to the performance of contractual obligations by supplier consortiums
to which our Caterpiilar subsidiarics are members. The guarantees cover potential damages incurred by the customers resulting from the supplicr consortiums*
non-performance. The damages are capped except for failure of the consoniwms to meet cerain obligations outlined in the ¢ontract in the normal course of
busincss. The guarantee for the cusiomer in Europe will expire when the supplier consortium performs all of its contractual obligations. which are expecied 1o
be completed in 2022. The agreement with the customer in Brazil was terminated during second quarter of 2019. No payments were made under the guaraniee.

We have dealer performance guarantees and third-panty performance guarantecs that do not limit potential payment 1o cnd users related to indemnities and

other commergial contractual obligations. In addition, we have eniered into contracts involving industry standard indemnifications that do not limit potential
payment. For these unlimited guaranices. we are unable to cstimale a maximum potential amount of future payments that could result from claims made.
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No significant loss has been experienced or is anticipated under any of these guaranices. A1 December 31, 2019 and 2018, the related recorded liability was$5
mittion and S8 million, respectively. The maximum potential amount of future paymenis (undiscounted and without reduction for any ameunts that may
possibly be recovered under recourse ar collateralized provisions) we could be required 1o make under the guaraniees at December 31 are as follows:

{Millions of dollars) 2019 2018

Carerpillar dealer performtance guarantecs b 1L,LI1s0 § 1,244
Supplier consertium performance guammees 238 527
Other guarantees 1 207
Toaal guarantees 5 1.609 S 1978

Cal Financial provides guaranices 1o rcpurchase certain loans of Caterpillar dealers from a special-purpose corporation (SP'C) that qualifics as a variable
interest entity. The purposc of the SPC is 10 provide short-term warking capital loans to Caterpillar dealers. This SPC issues commercial paper and uses the
proceeds to fund its loan program. Cat Financial has o loan purchase agreement with the SPC that obligates Cat Financial to purchase certain loans that are
not paid at maturity. Cat Financial receives a lec for providing this guarantee, which provides a source of liquidity for the SPC. Cat Financial is the primary
beneficiary of the SPC as ils gunmaniees resull in Cat Financial having both the power to direct the aclivities that most significantly impact the SPC’s
cconomic performance and the obligation to absorb losses, and thercfore Car Financial has consolidated the financial statements of the SPC. As of
December 31, 2019 and 2018, the SPCs asscts of $1,453 million and $1.149 million, respectively, were primaniy comprised of loans to dealers. and the
SPC’s liabilitics of $1.452 million and $1.148 million, respectively, were primarily compriscd ol commercial paper. The assets of the SPC are not1 available to
pay Cat Financial's creditors. Cat Financial may be obligated to perform under the guarantee if the SPC experiences losses. No loss has been experienced or is
anticipated under this loan purchase agreement.

Cat Financial has commitments to cxtend credit 1o customers and Caterpillar dealers through lines of credit and other pre-approved credit amangements, Cat
Financial applies the same credit policies and approval process for these commitments o exlemd credit as we do for other financing. Collateral is nol required
for these commitments, but if credit is exiended. collateral may be required upon funding. The amount of unused commitments to extend credit 10 Calerpillar
dealers was $11.154 million at December 31, 2019, The amount of unused commitments to extend credit 1o customers was $693 million a1 December 3t,
2019. A significant portion of these commitments is not expected to be fully drawn upon: therefore, the total commitment amounts do not represent a furre
cash requirement. Cal Financial generally has the right to unconditionally cancel, alter, or amend the terms of these commitments at any time,

Our product warranty linbility is del¢rmined by applying historical ¢laim rate experience to the current field population and dealer inventory. Generally,
historical claim rates arc based on aclual warranty experience for each product by machine modelengine size by customer or dealer location {inside or cutside
North America). Specilic rates are developed for each product shipment month and are updated monthly bascd on actual watranly claim cxperience.

{Millions of dollars) 2019 2018
Waurranty liability, January 1 b 1,391 3 1419
Reduction in liability (payments) (5903 (783)
Increase in liability (new warrantics) 1,053 755
Warranty liability, December 31 s 1,541 § 1,391

Environmental and legal matters

The Company is regulated by federal, state and intemalional ¢nvironmental laws governing our use, transport and disposal of substances and control of
cmissions. In addition to governing our manufacturing and other operations, these laws often impact the development of our products, including, but not
limiled to. required compliance with gir emissions standards applicable (o internal combustion engines. We have made. and will continue to make, significant
rescarch and development and capital expenditures 1o comply with these emissions standards.
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We are engaged in remedial activities at a number of locations, often with other companies, pursuant te federal and state laws. When it is probable we will pay
remedial costs at a site, and those costs can be reasonably estimated, the investigation, remediation, and operaling and maintcnance costs are accrucd agains!
our camings. Cosls are accrued based on consideration of cumrently available data and information with respect (o each individual site, including available
technologies, current applicable laws and regulations, and prier remediation expenence. Where no amount within a range of cstimates is more likely, we
accrue the minimum. Where multiple potentially responsible partics are involved, we consider our proportionate share of the probable costs. In formulating
the eslimate of probable costs, we do not consider amounts expecied o be recovered from insurance companies or others. We reassess these accrued amounts
on a gquanierly basis. The amount recorded for environmental remediation is not matenal and is included in Accrued cxpenses. We belicve there is no more
than a remote chance that a material amount for remedial activinies at any individual site, or at all the sites in the aggrepate, will be required.

On January 27, 2020, the Brazilian Federal Environmental Agency (“IBAMA™) issued Caterpillar Brasil Lida a notice of violation regarding allepations
around the requirements for use of imported oils at the Piracicaba, Brazil facility, We have instituted processes to address the allepations. While we are still
discussing resolution of these allegations with IBAMA, the initial notice [rom IBAMA included a proposed fine of approximately $370.000. We do nn
expect Lhis fine or our response to address the allegations to have a malerial adverse effect on the Company's consolidated results of operations, financial
position or liquidity.

On Janvary 7, 2015, the Company received o grand jury subpoena from the U.S. District Court for the Central District of Illinois. The subpocna requests
documents and infermation from the Company relating Lo, among other things, financial information concerning U.S. and non-1L.8. Caterpillar subsidiaries
{including undistributed profits of non-U.S. subsidiarics and the movement of cash among U.S. and non-U.S. subsidiaries). The Company has received
additional subpoenas relating lo this investigation requesting additional documents and informaltion relating to, among other things, the purchase and resale of
replacement parts by Caterpiliar Inc. and non-U.S. Caterpillar subsidiaries, dividend distnibutions of cenain non-U.S. Caterpillar subsidiaries, and Caterpillar
SARL (CSARL) and related siructures. On March 2-3, 2017, agenus with the Department of Commerce, the Federal Deposit Insurance Corporation and the
Internal Revenue Service exceuted search and seizure warmants at three facilities of the Company in the Peoria, MMlinois area, including its former corpurate
headquarters. The warrants identify. and agents seized, documents and infovrmation related to. among other things. the export of products tfrom the United
States, the movement of products between the United States and Switzerland, the relationship berween Caterpillar Inc. and CSARL, and sales outside the
United States. It is the Company’s undetsianding that the warmants, which concem buoth lax and expori activities, are relaled 10 the ongoing grand jury
investigation. The Company is continuing 1o cooperaie with this investigation. The Company is unable to predict the oulcome or reasonably estimate any
potential loss; however, we currently believe that this matier will not have a material adversc effect on the Company’s consolidated resuits of operations,
financial position or liquidity.

On March 20, 2014, Brazil’s Administrative Council for Economic Defense {CADE) published a Technical Opinion which named 18 companies and over 100
individuals as defendants, including two subsidiaries of Caterpillar Inc., MGL - Equipamentos ¢ Servigos Ferrovidrios Lida. (MGE)Y and Caterpillar Brasil
Ltda (CBL). The publication of the Technical Opinion vpened CADE's official administrative investigation into allegations that the defendanis participated in
anlicompetitive bid activity for the construction and maintenance of metro and train networks in Brazil. While companies cannol be held criminally liable for
anticompetitive conduct in Brazil, criminal charges have been brought against one current employee of MGLE and twe former ecmployees of MGE involving
the same conduet alleged by CADE. On July 8, 2019, CADE found MGE, onc of its current cimployces and two of its former employcecs liable for
anticompetitive conduct, CBL was dismissed from the proceeding without any finding of liability. MGE intends to appeal CADE's findings. We currenily
believe thar this maner will not have a malerial adverse effect on the Company’s consolidated results of operations, financial position or liquidity.

In addition, we arc involved in other unresolved legal actions that arisc in the normal course of business. The most prevalent of these unresolved actions
involve disputes related 10 preduct design, manufacture and performance liability (including claimed asbestos and welding fumes exposure). contracts,
employment issues, envirenmental matters, intelleciual property rights, taxes (other than income taxes) and sccurities laws. The aggregate range of reasonably
possible losses in cxcess of accrued liabilities, i any, associaled with these unresolved legal actions is not material. In somc cases, we cannol reasonably
estimate a range of loss because there is insuflicient information regarding the maltler. However, we believe there is no more than a remote chance that any
liability arising from these matters would be material. Although it is not possible 1o predict with certainty the outcome of these unresolved legal actions. we
believe that these actions will not individually or in the aggregaie have a material adverse effect on our consolidated results of operations, inancial position or
liguidity.

132




lenls

. Scgment

information

Basis lor segment
information

Our Exccutive Office is comprised of a Chicl Exccutive Oificer (CED), four Group Presidents, a Chief Financial OfTicer {CFO), a Chiel Legal Officer,
General Counsel and Corporate Secretary and a Chief Human Resources Officer. The Group Presidents and CFO are accountable for a related set of end-lo-
end businesses that they manage. The Chief Legal Officer. General Counsel and Corporate Secretary leads the Law, Security and Public Policy Division. The
Chicl Human Resousces OfTicer leads the Human Resources Orgunization. The CEO allocates resources and manages performance at the Group
President/CFO level.  As such, the CEO serves as our Chiel Operaing Decision Maker, and operating segmemts are primarily based on the Group
President/CFO reporting structure.

Three of our operating sepments. Construction Industries, Resource Indusiries and Energy & Transportation are led by Group Presidenis, Onc operaling
segment, Financial Products, is led by the CFO who also has responsibilily for Corporate Services. Corporate Services is a cosl center primarily responsible
for the performance of centain suppont functions globally end 1o provide contralized services: it does not meet the delinition ol an operating segment. One
Group President leads one smaller operating segment that is included in the Alt Other operating segment. The Law, Securily and Public Policy Division and
the Iluman Resources Organization are cost centers and do not meet the definitien of an operating segment.

Description of segments

We have five operating segments, of which four are reportable segments. Following is o briel description ol our reportable segments and the business
activilies included in the All Other operating segment:

Construction Industries: A scgment primarily responsible for supporting customiers using machinery in infrastructure, (orestry and building construction
applications. Responsibilitics include business strategy, product design, product management and development. manufacturing. markeling and sales and
product support. The product ponfolio includes asphalt pavers; backhee loaders; compactors; cold planers; compact track and multiHerrain leaders: mini,
small. medium and large track excavators: foresiry excavators: feller bunchers: harvesters: knucklcboom leaders; motor graders; pipelaycrs; road reciaimers;
site prep tractors: skidders: skid stcer loaders; telehandlers; small and medium track-type (ractors; track-type loaders; utility vehicles; wheel excavators:
compact, sall and medium wheel loaders; and related parts and work tools. Inter-segment sales are a source of revenue for this segment.

Resource Industries: A scgment primarily responsibic (or supporting customers using machinery in mining, heavy construction, quarty and aggregales,
waste and material handling applications. Responsibilities include business strategy, product design, product management and development, manufactoring.
markcting and sales and product support. The product portfolio includes large track-type tracters: large mining trucks: autonomous ready vchicles and
solutions; hard rock vehicles, longwall mincrs; clectric rope shovels; draglines; hydraulic shovels; rotary drills; large wheel loaders; off-highway trucks:
articulated trucks; wheel tractor scrapers; wheel dozers; landfill compaclors; soil compactors; hard rock continuous mining sysiems; select werk lools;
machinery components and related parts. [n addition to equipment, Resource Industries also develops and sells technology products and services to provide
customers {leet managenient. cquipment management analytics and autoniomous machine capabilitics, Resource Industries also mmanages areas that provide
services to other pants ol the company. including integrated manulacturing and research and development. Infer-segment sales are a source of revenue for this
segment.

Energy & Transportntion: A segment primarily responsible for supporting customers using reciprocating engines, turbines, diescl-clectric locomolives and
rclated parts across industrics serving Oil and Gas, Power Generation, Indusirial and Transportation applications, including marine and rail-related businesses.
Responsibilities include business sirategy. preduct design, product management and development, manufacturing. markcting and sales and product support of
wrbine machinery and integrated sysiems and solutions and turbine-related services; reciprocating engine-powered gencrator sets; integraled sysiems nsed in
the clecinic power generation industry; reciprocaling engincs and integrated systems and solutions for the marine and oil and gas industries: reciprocating
engines supplied to the industrial industry as well as Cat machinery; the remanufacturing of Caterpillar engines and components and remanufaciuring services
for other companies: the business siralegy, produci design, product management and development, manufaciuring, remanufacturing, leasing and service of
dicsel-electric locometives and components and other rail-related products and services; and product support of on-highway vocational trucks for North
America. Inter-segment sales are a source of revenue for this segment.
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Financial Products Segment: Provides financing alternatives to customers and dealers around the world for Caterpillar products, as well as financing for
vehicles, power generation facilities and marine vessels that, in most cases, incorporate Caterpillar products. Financing plans include operating and finance
leascs, installment sale contracts, working capital loans and wholesale Ninancing plans. The scgment also provides insurance and risk management products
and scrvices that help customers and dealers monage their business risk. Insurance and risk management products offered include physical damage insurance,
invenlory protection plans, extenwled service coverage for machines and engines, and dealer properly and casualty trsurance. The varicus forms of financing,
insurance and risk management products offered to cusiomers and dealers help support the purchase and lease of our cquipment. The segment also cams
revenues (rom ME&T, but the related costs arc not allocated lo operating scgments.

All Other operating scgment Primarily includes activitics such as: business strategy, product management and development, manufacturing and sourcing,
of filters and fluids, undercarriage, ground-cngaging lools, Muid transfir products. precision scals, rubber scaling and connecling components primanly for Cat
products; pans distribution; integrated logistics solutions, distribution services responsible for dealer development and administration including a wholly
owned dealer in Japan, dealer portfolio management and cnsuring the most cfficiemt and effective distnibution of machines, engines and parts; and digital
investments for new customer and dealer selutions that integrate data analytics with state-of-the-ant digital technologies while transforming the buying
cxperience. Results for the All Orher operating segment are included as a reconciling item belween reportable scgments and consolidated extemal reponing.

Scgment measurement and reconcillations

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

. ME&T segment nct assets generally include inventorics, reccivables, property. plant and cquipment, goodwill, intangibles, accounts payable and
customer advances, Beginning in 2019, operating lease right-of-use asscts are included in sepment assets. In 2018, the present value of future lease
payments for certain ME&T operating leases was included in segment assets while the estimated financing component of the lease payments was
excluded. Liabilities other than accounts payable and customer advances are generally managed at the corporale level and are not included in
segiment operations.  Financial Products Scgment assets generally include all categorics of assets.

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

. Goodwill allocated to segments is amortized using a fixed amount based on 220 year uscful life. This methodology difference only impacts segment
agsels; no goodwill amortization expense is included in segment profit. [n addition, only a pontion of goodwill [or certain acquisitions made in 201 |
or latcr has been allocated to sepments.

. Currency exposures for ME&T are generally managed at the corporate level and the cffects of changes in cxchange rates on results of operations
within the year are not included in scgment profit. The net difference created in the translation of revenues and costs between exchange rates used
for U.S. GAAP reporting and exchange rates used for segment reporing is reported as a methodology difTerenee.

. Stock-based compensation expense 18 not included in segment
profit.
. Postretirement benefit expenses are split; scgments are generally responsible for service cosis, with the remaining elements of net periodic benefit

cost included as a methodology dilference.

. ME&T segment prefil is determined on a pretax basis and excludes interest expense and moslt other income/expense items.  Financial Products
Segment profit is determined on a pretax basis and includes other income/expense ilems.

Reconciling items are created based on accounting differences between segment repornting and our consolidated exiemal reporting. Please refer 1o pages 137 o
143 for financial information regarding significant reconciling items. Most of our reconciling items are sclf-cxplanatory given the above cxplanations. For
the reconciliation of profit, we have grouped the reconciling items as follows:

. Corperate costs: These costs are related to corporate requirements premanily for compliance and legal functions for the benefit of the entire

organization.
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Restructuring costs: May include cosis for employee separation, long-lived asset impairments and centract terminatiens. These costs are included
in Other operating (income) expenses except for detined-benefit plan curtailment losses and special termination benefits, which are included in Other
income (expense). Restrucluring costs also include other exit-related costs which may consist of accelernted depreciation, inventory write-downs,
building demolition, equipment relocation and project management costs and LIFO inventory decrement benefits from inventory liquidations at
closed facilitics, all of which are primarily included in Cost of goods sold. Beginning in 2019, only cerain restructuring costs are excluded from
scgment profiL.. A table, Reconciliation of Restructuring costs on page 1490, has been included to illustrate how segment profit would have been
impacied by the restructuring costs. Sec Note 25 Tor more information.

Methodology differences: Sce previous discussion of significont accounting differences between segment reporting and consolidated exiernal
reporting.

Timing: Timing differences in the recognition of casts between segment reporting and consolidated external reporting. For example. certain costs
are reported on the cash basis for segment reporting and the accrual basis for consolidated extemal reporting.
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Rcportable Segments;

019
Construction Indusirics
Resourve Indusiries
Iinetgy & Transportation
Machincry, Encrey & Transpodation
Finanwial Products Scgment
Total

FLIES

Construction Industrics
Resvurce Industrics
Energy & Transporiation
Machinery, Energy & Transportation
Financial Products Segment

Toral

i}
Construction Industries
Resaurce Indusirics
Energy & Transputation
Machinery, Encrgy & Transporialion
Financial Products Scgment

Total

Segment Information
(Millions of dollars)

External sel::l:nt Total sales Depreeiation Segment
sales and sales and and and Scgment nuscts al Capital
reveooct revennoes revenoes amortization prefll December 31 expenditures
$ 21556 93 S 12,649 331 3.931 5219 201
9813 463 10,276 425 1,629 6,214 168
18,485 3612 21,097 628 3910 8,612 613
§ 50,854 4,168 S 55,022 1384 9,470 20045 982
34M — IAM 829 R32 35813 1.534
5 54,288 4,168 § 58,456 2,213 10,302 55858 1516
5 23,116 121 1 23237 367 4,174 4902 266
9,888 382 10,270 462 1.603 6,442 188
18.832 3,953 22,785 G4t} 3938 8380 742
s 51,836 4456 % 56,292 1,469 %715 11,730 1196
1279 — 1279 834 505 16,002 1.559
§ 55115 4456 S 59.571 2303 0220 55,732 2,755
§ 19133 107 § 19,240 400 3.255 4838 228
7,504 357 7.861 514 698 6,403 183
15.964 3418 14,382 653 1856 7.564 527
3 42601 3882 § 46,483 1.567 6.809 18,805 938
3,093 — 3,093 820 792 34,893 13713
S 45694 1882 % 49576 2387 7.601 51698 2.1

I Includes revenucs from ME&T of $524 million, $470 million and $384 million for the years 2019, 2018 and 2017, respectively.
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For the ycars ended December 31.2019 and 2018, sales and revenues by geographic region reconciled te consolidated sales and revenues were as lollows:

Sales and Revenues by Geographic Region

Exterpal
(Millions of dollars) Norih Latin Asla/ Sales and
Amerka America EAME Paciflc Revenues
2019
Construction |ndustrics s 11.455 $ 1533 3§ 4,012 5556 § 12,556
Resource [ndustrics 3.632 1,533 1,836 2812 S 9813
Encrygy & Transporiation B.B64 1,389 4,994 3238 % 18,485
All Other operating scgment 15 7 Pl 67 3 127
Corporale liems and Eliminations (192) — 2n (14) (226)
Munchinery, Foergy & Traosporiation Sales 23,784 4.462 10.8%0 11,659 S 5,755
Financial Praducts Segment 1,235 99 408 491 3dys !
Corporate Items and Elizinations (234) (51) (35) (69) (389)
Financial Products Reveours 2.001 248 173 423 3.045
Consolldated Saley and Revenaca s 15785 § 470 S 11,223 12082 % 53,800
Exiernal
Norih Latln Asla/ Sales and
Anmicrica America EAME Pacific Revenucs
2018
Censtruction Industrics 3 10,754 § 1479 § 4410 470 % 20116
Resowrce Industries 3,357 1,647 2217 2667 % 9.88%
Energy & Transporiation 9.685 1,334 4934 2882 % 18.832
All Other operating segmeent 63 3 18 FLU 154
Corporate ltems and Liliminations (155) —_ (n 2) {168)
Machinery, Energy & Transporiation Sales 23.704 1,460 11,568 12000 $ 51.822
Financial Products Segment 2153 251 187 458 32m 0
Corporate llems and Lliminations 23} (40) (26) (13 {379)
Finsacisl Products Revenues 1,919 235 16§ K5 2,900
Consolidated Sales and Reveanes s 25623 § 4695 % 11.929 12475 § 54722
L Inctudes revenwes from ME&T of 5524 millivn and $470 million in the years ended December 31, 2017 and 2018, respectively.
Reconciliation of Sales and Revenues:
Machinery,
(Milllons of dollars) Energy & Financlal Consolidaling Consolidated
Transportation Products Adjustments Total
2017
Total external sales and revenues from reportable sepnents $ 42,601 309§ — 5 45,694
All Other operating segment 178 — —_ 178
Other (103) 74 (381) ! (410}
Total sales and revenues s 42,676 3167 § (381) s 45,462

I Elimination of Financial Products revenuus from ME&T,
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For the years ended December 31, 2019 ond 2018: Erergy & Transponation segment sales by end user application were as follows::

Encrgy & Transportation External Sales
(Millions of dollars)

Oil and gas

Pawer generation

Industrial

Transporiation

Energy & Transportation External Salcs

2019 2018

s 5,205 5.763
4,474 4334
3,749 1640
5,057 5095

s 18,485 _ 18,832
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Reconciliation of consolidated profit before taxcs:

{Millions of dollars)

2019

Total profit from reponable secgmenis

All Other operating sepgment

Cost cenlers

Corporale costs

Timing

Reslructuring cosls

Methodelogy differences:
Inventory/cosi of sales
Postretirement benefit expense
Stock-based compensation expense
Financing costs

Currency

Other income/expense methodology differences

Other methodology dilferences

Total consolidated profit before 1nxes

2018

Total profit trom reportable segments

All Other operaling segment

Cost centers

Corpornte costs

Timing

Restructuring costs

Methodelogy differences:
Inventory/cosi of sales
Postretiternent benelit expense
Siock-based compensation expense
Financing cosis

Currency

Other income/eapense methodology differences

Other methodology difTerences
Total consolidated profit before taxes

2017

Total profit from reportable segmenis

All Other operating segnwent

Cost cenlers

Corporate costs

Timing

Rustructuring costs

Methodelogy differences:
Inventory/cost of sales

Postrelirement benclit expense

Stock-based compensation expense
Financing costs

Currency

Other income/cxpense methodology differences

Other methodology difierences
Tolal consolidated profit before taxes

Machinery,
Energy & Financial Consolidated
Transportation Products Total
9470 S 832 10.302
4 — L]
{6} — {6)
(602) (5) (607)
N — 93
(163) (44) (207)
(19) — (19)
(401} — (401}
(198) N (205)
(249) — (248)
(75 — (175)
(481) — (481)
(107 55 {52)
6,981 5 831 7.812
2715 § 505 10.220
23 — 23
2 — 2
610 — (610}
(257 — (257
(370) (L6} (386)
sl — 51
(124) — {124}
{190} (8} (198)
(257} — (257)
{219} — (219
(362) — (362)
{RO) 25 61
1316 5 506 7822
B § 7192 7601
(44) — (44)
22 — 22
(633) — {633)
(151) — {151)
{1.253) 3) (1256}
(77) — (7
{141} — (141)
(194) (8} (206)
(524) — {524)
(218) — (218)
(181 — (181)
(97} (an (110)
3314 5 768 4,082
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Reconciliation of Restructuring costs:

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

Reconcilintion of Restructuring costs:
Scgment profit (loss)

(Millions of dollars) Segment with
profit {loss) Restructuring costs restructuring costs
2019
Construction Indusiries S 3931 § (55) § 31,876
Resource Industrics 1.629 (56) 1,573
Encrpy & Transportation 3.910 (82) 3,828
Financial Preducts Segment 832 — 832
All Other upcrating seginent 4 () (k]
Tolal s 10,306 § 204) § 19,102
2018
Construction indusiries S 4174 § 58y % 4,116
Resource Tndustries 1,603 {191) 1412
Energy & Transportation 3938 (34) 3,854
Financial Products Segment 505 2) 502
All Onher operating segment 23 (40) un
Total ) 10,243 § (375 % 9.868
17
Construction Industries L4 3255 % {719y § 2,530
Resource Industrics 698 (276} 422
Energy & Transporiation 2.856 (113) 1,74]
Financial Products Segment 792 (3) 789
All Other operating segment (44) (39) (83)
Toral 5 7557 § (1.152) % 6,405
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Reconcillation of Assets:

(Millions of dollars)

19

Total assets from reportable sepments

All Other operating segpment

Items not included in segment asscls;
Cash and short-term investments
Intercompany receivables
lnvestment in Financial Products
Deferred income 1axes
Goodwill and intangible asscls
Property, plant and equipment — net and other assets

Inventory methodolegy differences

Liabilitics included in segment nsscls

Other

Total assets

pllt 3

Total assets from reportable segments

All Other aperating segment

ftems not included in scgment assets:
Cash nnd short-term investinents
Iniercompany reccivables
Investment in Financial Producis
Deferred income taxes
Goodwill and intangible asscts
Property. plant and equipment — nel and other asscts

Inventory methodology difTerences

Liabilities included in scgment assets

Other

Total asscis

Machinery,
Encrgy & Flnancial Consolidaiing Consolidated
Transportation Prodacts Adjustments Total

0,045 § 35813 — 55,858

1,337 — — 1,337

71.299 — — 7.299

758 — (758) —

4,260 — (4,260) —

1.002 — {708) 1.294

4,435 _ - 4.435

1,529 —_ — 2,529
(2,426) — — {2,426)

8,541 — — 8,541
(343) 134 {209) (414

48437 3§ 35,947 {5,931 78.453

19.730 $ 36,002 — 55,732

1,279 — — 1,279

6,968 —_ — 6968

1,633 — (1.633) —

3672 — {3.672) —

2015 — (692) §.323

4,279 — _— 4279

1.802 — — 1.802
(2.503) — — (2.503)

9,766 — — 3,766
(166) 66 {37) (137

48475 S 36,068 (6.034) 78.509
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Reconciliation of Depreciation and amortizadion:

{Millions of dollars)

2019
Total depreciation and amertization rom reportable segments
Ttemns not included in segment deprecintion and smonization:
All Other operating scgment
Cost centers

Orther

Total depreciation and amworlization

A0

Total depreciation and amortization (rom reportable segmients
Items not included in segment depreciation and amortization:
All Other operating segment
Cosl cenlers
Other

Total depreciation and anwetization

2017
Total depreciation and nniortization from reportable segments
Items not included in segment depreciation and amenization:
All Other operating segment
Cost cenlers

Other

‘I'otal depreciation and amortizion

Machinery,
Enerpy & Financial Consolidated
Transportation Products Total

1,384 829 2213

110 - 110

136 — 136

{7 35 18

1,713 864 1,577

1.469 834 2,303

225 — 225

130 — 130

7l 37 108

1,895 871 2.766

1,567 B20 2.387

220 -— 220

143 — 143

86 41 127

2,016 861 2.877
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Reconciliation of Capital expenditarcs:

(Milllons of dollars)

1019

Total capital expenditures from reportable segments
[tems not included in segment capital expenditures:
All Other operating segment
Cost cenlers
Timing
Cther
Toual capital expenditures

2018

Tuoal capital expenditures frem reportable sepmenis
ltems not included in segment capital expenditures:
All Other operating segment
Cost centers
Timing
Other
Total capital expenditures

2017
Total capital expenditures from reporiable segments
Items not included in scgment capital expenditures:
All Other operating segnient
Cosl centers
Timing
Other
Total capital expenditures

Machinery,
Encrgy & Financial Consolidatiog Consolidaled
Transportation Prodocts Adjustments Total
982 1534 5 — 5 1516
(K1) - — 1M
101 — —_ 101
(L) — — (an
(129} 102 {41) (68)
1,074 1,636 § “n s 2,669
1,196 1,559 8§ — b3 2,755
170 — — 170
100 — — 100
42 — — 42
(287) 216 (80 (151
1,221 1775 § & S 1916
938 1,373 § — 1Y 2311
134 — — 134
84 — — 84
(96) — — (96}
(144) %0 (33) (97}
916 1453 § 33y S 2.336

Enterprise-wide Disclosures:

Infermation about Geographle Areas:

LExtermal sales and revenues !

Property. plant and equipment - net

December 31,

(Millions of dollars) 2019 2018 2017 2019 2018

[nside United States s 22,806 3 22,690 18,552 H 7.568 s 8,152

Quiside United Siates 30,994 32,032 20910 5336 5422
Total 3 53,800 b} 54,722 45,462 5 12,904 b3 13,574

1 Sales of ME&T arc based on dealer or customer location. Revenues from services provided are based on where service is rendered.
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24. Acquisitions
FCM S.p.A.

On January 2, 2018, we acquircd 100 percent of the equity in privately held ECM S.p.A. (ECM). Headquartered in Pistoia, laly, ECM designs, manufactures,
sells and services advanced signal systems for the rail industry. The ECM acquisition was cxeculed to expand our presence in the iniernational freight and
transit industries through a combination of broad product ofTerings and strong reputation in the signaling market. The purchase price for the acquisition was
$225 million, consisting of 3249 million paid o closing, net 0£$25 million of cash acquired and $1 million of debl assumed.

The transaction was financed with available cash. Tangible asscis as of the acquisition daic were $109 million, recorded ai their fair values, and primanly
included cash of 525 million, reccivables o($28 million, inventories of $29 million, and property, plant and cquipment of $17 million. Finitc-lived intangible
assets acquired of 3112 million included customer relationships. developed technology and trade names. The finite lived intangible assels are being amortized
on a straight-line basis over a weighled-average amontization period of approximalely 13 years Liabilitics assumed as of the scquisition date were $79 million,
recorded at their fair values, and primarily included accounis payable of $38 million and net deferred tax liabilities of $29 milhion. Goodwill of 3109 million,
non-deductible for incoine tax purpescs. represented the excess of the consideration transferred over the net assets recognized and represented the estimated
future economic benefits arising from other assets acquired that could not be individually identificd and scparately recognized. Factors that contributed (o a
purchase price resulling in the recognition of goodwill include ECM's strategic fit into our rail produet portfolio, the opportunity to provide a complete line-up
of signaling and train control systems and the acquired assembled workforce. The results of the acquired business for the period from the acquisition date are
included in the accompanying consclidated financial statements and reported in the Energy & Transportation segment in Note 23. Assuming this lransaction
had been made at the beginning of any period presented, the consolidated pro forma results would not be materially different from reported results.

Downer Freight Rail

On January 2, 20138, we completed the acquisition of certain asscts and liabilities of the Downer Freight Rail business (Downer Freight Rail). leadquartered in
North Ryde, Australia, Downer Freight Rail provides a full suite of rolling stock, aftermarket parts and services throughout Australia. The acquisition was
exccuted to strengthen our cxisting Rail footprint in Australia, which currently includes rolling stock maintenance facilitics, as well os infrastructure and
signaling fucilities. The purchase price for the acquisition was $97 million.

The transaction was financed with availahle cash. Tangible nsscls as of the acquisition dale were $86 million, recorded al their fair values, and primarily
included receivables of $23 million. inventories of $40 million, and property, plant and cquipment of $15 million. Finite-lived customer relationship
intangible assets acquired were 36 million. The finite lived intangible asscts arc being amortized on a straight-line basis over an amortization period of 15
years, Liabilitics assumed as of 1the acquisition datc were $14 million, which represented their fair valucs. Goedwill ol $18 million, nol cxpecied Lo be
deducted for income tax purposes, represented the excess of the consideration transferred over the net assets recogmzed and represented the estimated luture
cconomic benefits arising from other assels acquired that could not be individually identified and separately recognized. Factors that contributed to a purchase
price resulting in the recognition of goodwill include Downer Freight Rail's strategic fit inte our rail product portfolic, the opportunity to expand our
aflermarket parls and muintenance service ponfolio in Australia and the acquired assembled worklorce. The resulis of the acquired business for the peniad
from the acquisition date are included in the accompanying consolidated financial statements and reperted in the Enerpy & Transponation segment in Note
23. Assuming this fransaction had been made at the beginning of any period presented, the consolidated pro forma resulis would not be materially different
from reported results.

25. Restructuring costs
Our accounting for employee separations is dependent upon how the panicular program is designed. For voluntary programs, eligible scparation costs are
recognized at the lime of employee acceprance unless the acceplance requires explicit approval by the company. For involuniary programs, cligible cosis are

recoghized when management has approved the program, the affected employees have been properly notificd and the costs arc estimable.

Restructuring costs for 2019, 2018 and 20] 7 were as follows:
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{Millions of dollars} 2019 2018 2017

Employcc scparations ! s 43 3 11 s 525
Contracl tlerminations ! 1 7 183
Long-lived asset imparments ! 65 23 M6
Defined benefit plan curtailmenis and termination benefils 2 — [ta] 29
Other? 122 182 173
Toual restruciuring cosis H 2% $ 36 S 1.256

! Recognized in Other operating (income) cxpenses.
* Recognized in Other income {expense).

I Represents costs related 10 our restructuring programs, primanly for projeet management, inventory write-downs, accelerated depreciation and eyuipinen relocation, and also
LIFO inventory decrement benefit trom inventory liquilations al closed facilities. all of which arc primarily included in Cost ol goods soid.

The restructuring costs in 2019 were primarily related to restructuring actions across the company. The restructuring costs in 2018 were primarily related to
ongeing lacility closures across the company. In 2017, about half of the resiructuring costs were related 1o the closure of the (acility in Gosselics, Belgium,
within Construction Industrics, and (he remainder was related to other restructuring actions across the company.

Certain restrucluring costs arc a reconciling item between Segment profit and Consulidated profit before taxes. See Note 23 for more information.

The {ollowing table summarizes the 2018 and 2019 employee separation activiry:

{Milllons of dollars)

Liability balance at December 31, 2017 L3 249
Incrcase in lability (separation charges) 112
Reduction in liability (payments) (276)

Liability balance at December 31, 2018 s RS
Increase in liability (scparation charges) 48
Reduction in liability (paymenis) (%)

Liability balance a1 Decemiber 31, 2019 s 48

Most of the remaining liability balance as of December 31, 2019 is expecied to be paid in 2020.

In March 2017, Caterpillar informed Belgian authorities of the decision to proceed fo a collective dismissal, which led to the closure of the Gosselies site,
impacting about 2,000 employces. Production of Calerpilfar products at the Gossclics site ended during the second quarter of 2017. The other operations and
functions at the Gosselies site were phased oul by the end of the second quarter of 2018, The program concluded in 2018, and we incurred a 1o1al of $647
million of restructuring costs (primarily in 2017) under the program. Those cosls were primarily related to employee separation costs, long-lived asset
impairmemnts, and other costs which were partially offset by a LIFO inventory decrement benefit,

In September 2015, we announced a large scale restructuring plan (the Plan} including a voluntary retirement enhancement program for qualifying U.S.
employces, several volunlary separation programs oulside of the United States, additional inveluniary programs throughout the company and manufacturing
facility consclidations and closures. The largest action among those included in the Plan was related 10 our European manufacturing footprint which led 1o the
Gosselics, Belgium, facility, closure as discussed above. We incurred $43 million, $121 millien and $817 million of restructuring costs associaled wilh these
actions in 2019, 2018 and 2017, respectively. The Plan concluded in 2019, and total restructuring costs incurred since inception of the Plan were 51,831
million.
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26. Sclected quarterly financial results {(unaudited)

2019 Quarter

(Dollars in milllons except per share data) Ist 2nd 3rd 4th
Sales and revenues s 13.466 s 14,432 3 12,758 3 13,144
Less: Revenues (742) (761) (784) (758)
Sales 12,724 13.671 11.974 12,386
Cost ol goods sold 9,003 9.941 8.569 9,117
Gross margin A2 3,730 3,408 3,269
Profit! s 1881 8 1,620 S 1,494 s 1,098
Profit per common share s 329 3 245 s 2.69 H 2.00
Prolit per conunon share-diluted? s 325 3 2.83 5 1.66 5 1.97
2018 Quarter
(Dollars in mitllons except per share data) Ist nd 3rd 4th
Sales and revenues s 12,859 3 14,011 3 13510 ) 14,342
Less: Revenues 1709 (732) (747) {712}
Sales 12,550 13,279 12,763 13,630
Cost of gouods sold 8,566 9,422 9.022 9,987
Gross margin 1.584 1,857 374 3.643
Profit ! $ 1.665 § 1.707 s 1,727 + § 1,048 154
Profit per common share $ 278§ 2.86 b 2.92 b 1.80
Profit per commeon share-diluted * $ 274 % 282 L1 2.88 b3 .78

Profit aunbutable to common shareholders.

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

The first quancr of 2019 includes a benefit ol $178 million 1o adjust unrecognized wx benefits due 1o the receipt of final regulations providing additional guidance
related to 1he calculation of the mandatory deemed repalniation of non-U.S. eamings due to U S 1ax reform. The fourth quaner of 201R includes a charge of $50 million
due to an cstimaled increase in the mandatory decnied repatration of non-U.8. camings.

4 The third quarter of 2018 includes a benefit of $154 million due 1o the revised estimated impact of the write-down of U.S. nct deferred tax assets 1o reflect the
reduclion in the U.S. corporalc tax rte from 35 percent 10 21 percent. The third quarier of 2018 also includes a charge of $59 inillien to increase the valuation
allowance against defermed tax assels for prior years. Sec Noie 6 for additional details,

The fourth quarter of 2019 and founh quarter of 2018 include pre-tax pension and other postretiremient benefit plan actuarial losses of $468 million and $495 million.
respectively. Sce Note |2 tor additional information on these costs.

¢ The fourth quarter of 2018 includes a henefit of $63 million from reductions in the valuation allowance against U.S. stale deterred tax assets. See Note 6 for additional
infermation.

-
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure.

Not Applicable.
Item 9A. Controls and Procedures.

Disclosure Controls and Procedures

An evaluation was performed under the supervision and with the participation of the company's management, including the Chicf Txccutive Officer (CRO) and
Chiel Financial Officer (CFO), of the eftectiveness of the design and operation of the company's disclosure controls and procedures, as that term is defined in
Rule 13a-15(e) under the Lxchange Act, as of the end of the period covered by this annual report. Based on that evalualion, the CEO and CFO concluded that the
company's disclosure controls and procedures were cfTective as of the end of the period covered by this annual report.

Mana ng'’s an ver Fi

Management’s report on (he company s inlernal control over linancial reporting as of December 31, 2019 is included on page 65 of Par, 11, licm 8 “Financial
Stalcments and Supplementary Data.” The effectiveness of the company s internal control over financial reporting as of December 31, 2019 has been audiled by
PricewaterhouseCoopers LLP. an independent repistered public accounting fim.  Their report appears on pages 66-67 of Part 11, [tem 8 “Financial Statements ond
Supplementary Data.™

hanges jp In anfro i

During the last fiscal quarter, there has been no significant change in the company's intermal control over (inancial reporting that has maienially affected, or is
reasonably likely 1o materially afTect, the company's intemnal control over financial reporting.

ltem 9B. Other Information.

Not Applicable.

PART I
ltem 10. Directors, Executive Officers and Corporate
Governance,
ors Sij

Informatien required by this ltem is incorporated by reference from the 2020 Proxy Stalement.
n 5§ jence

[nformatiun required by this llem appears in [tem | C of this Form 10-K.
‘amnij ionships

There arc ne family relationships between the officers and directors of the company.

Legal P tings Invelving Offi { Di

Information required by this ltem is incorporated by reference [rom the 2020 Proxy Statement
(udit G i Fi ial E

Information required by this [tem is incorporated by reference from the 2020 Proxy Statement.

Iden tion a,

Informarion required by this [tam is incorporated by reference from the2020 Proxy Statement.
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/) r Recommendatf,
Information required by this e is incorporated by reference {rom the2020 Proxy Statement.

ja with ion 16

If applicable, information required by this liem relating to compliance with Section 16{a) of the Exchange Act is incarporated by reference rom the2020 Proxy
Statement.

Code of Ethics

Qur Worldwide Code of Conduct (Cede). first published in 1974 and most recently updated in 20135, sets a high standard for honesty and cthical behavior by cvery
dirccior and employee, including the principal cxecutive officer, principal financial officer and principal accounting officer. The Code is posted on our website a1
www.Caterpillar.com/code. To oblain a copy of the Cocde at no charge, submit a writlen request 10 the Corporaie Secretary al 510 Lake Cook Road, Suite 100,
Deerficld, IL 60015-4971. We post on our website at www.Calerpillar.com/code any required amendments to or waivers granted under our Code pursuant to SEC
or New York Stock Exchange disclosure rules.

Item 1], Exccutive
Compensation.

Information required by this [lem is incorporated by reference from the2020 Proxy Siatement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

Information required by this ltem relating to security ownership of cenain beneficial owners and management is incerporuted by reference {rom th@020 Proxy
Stalement.

Information required by this Ttem relating to securities authorized for issuance under equity compensation plans is included in the following table:
Equity Compensation Plan Informatlon
(as of December 31, 2019)

(c)
{b} Number of securitles
{a) Wetghted- remaining available for
Number of securitics to be nverage future issoance under equity
bsucd opon exercise of exerciwe compeasation plans
outsianding options, price of outstandiog optlony,  (excluding securltles reflected
Plan category varranis and rights warrants and rights tn columno (a))
Equity compensation plans approved by security holders 17,467,057 § 99.29 40,754,720
Equity coinpensation plans not approved by securily holders N/A N/A N/A
Total 17,467,057 $ 99.29 40,754,720

Item 13. Certain Relationships and Related Transactions, and Director
Independence.

Information required by this Ttem is incorporated by reference from the2020 Proxy Siatement.
ltem 14. Principul Accountant Fees and Scrvices.

Information required by this Ttem is incorporated by reference from the2020 Proxy Statement.
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PART IV

Item 15. Exhibits and Financial Staiement Schedules.

Exhibits:
il

32

4.1

4.2

43

4.4

4.5

4.6

4.7

48

49
4.10
4.11

4.12

4.16
101

10.2

10.3
104
10.5
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10.6

10.7

10.8

10.9

10.10

any's Annyal on Form | : 5 0}4)*

10.11 Fonn.of Nongualified Stock Optign Award pursuant to the 2014 Lopg-Term Ingentive Plan for awards granted afler 2013 {incorporated by

10.12 Funn of Nonqualified Stock Oplion Award pursuant o the 2014 Long-Term Incentive Plan for awards granted afier 2017 (incorpurated by

reference “xhibhijt 10.3 © O g Qus n 10- the guarier 3 b

10.13

114

10.15 . I Lt Kislficiod S ‘ . o~ i o y 2015)*
10.16 t I .
10.17
10.18
10.19

10.20

10.21
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10.26

10.27

10.28

10.29

10.30

10.31

10.32
10,33

10.34

10.35
10.36

10.37

10.38

10.3%

10.40

10.41

10.42

10.43

10.44

10.45
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10.46
10.47
10.48
10.49
10.50
10.51
10.52
21
23
311
31.2
32 ifics ic[ B
Sachanes-Oxley Act o 2002
101 INS Inlinc XBRL Instanec Document (the instance document does not appear in the Interactive Data File because its XBRL tags are imbedded within
the Inline XBRL document)
101.5CH Inline XBRI. Taxonoemy Extension Schema Document
105.CAL Inline XBRL Taxonomy Iixiension Calculation Linkbase Docurment
101.DEF Inline XBKL "l'axonomy Extension Definition Linkbase Docunent
101.LAB Inline XBRI. Taxonomy Extension Labe] Linkbase Document
L01.PRE Inline XBRL Taxonomy Extension Presentation Linkbase ocument
104 Cover Page Interactive File {embedded within the Inline XBRL document and included in Exhibit 101)

*Management contracts and compensatory plans and arrangements required to be filed as exhibits pursuant to liem 15(b) of this rcport.

The agreements and other ducuments filed as exhibits Lo this report are not intended 10 provide factual information or other disclosurc other than with respect (o the
terms of the agreements or other documents themselves, and you should not rely on them for that purpose. In panicular, any representations and warranlics made
by us in these agreements or other documents were made solely within the specific context of the relevant agreement or document and may not describe the actual
staie of afTairs as of the date they were made or at any other time.
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Item 16. Form 10-K Summary.

None.
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Form 10-K
SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on lts
behalf by the undersigned, thereunto duly authorized.

CATERPILLAR INC.
Registrant

February 19, 2020 By: 45/ Suzette M. Long

Suzette M. Long
Chicf Legal Officer, General Counsel & Cerporate Secretary

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the folloawing persons on behalf of the

Registrant and in the capacitics and on the dates indicated.

February 19. 2020 75/ D. James Umpleby 111 Chairman of the Board and Chief Executive Officer
D. James Umpleby 111

February 19. 2020 /s/ Andrew R.J. Bonficld Chief Financial Officer
Andrew R.J. Bonficld

February 19, 2020 s/ G, Michael Marvel Chicl Accounling Officer
Q. Michael Marvel

Fcbruary 19, 2020 /s/ Kelly A. Ayorte Dircctor
Kclly A, Ayolle

February 19, 2020 /s/ David L. Calhoun Presiding Dircctur
David L. Calhoun
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February 19, 2020

February 19, 2020

February 19.-2020

February 19, 2020

February 19, 2020

February 19. 2020

"February 19, 2020

Fébruary 19, 2020

/s/ Danief M. Dickinson

Danicl M. Dickinson

/s/ dian Gallardo

Juan Gallardo

.5/ Williant A.- Osborsi

William A. Osborn

/s/ Dobra L. Reed-Klages

I)ebra L. Reed-Klages

/57 Edward B. Ritst, Jr.

Edward B. Rust, Jr.

/s/ Susan C. Schwab

Susan C. Schwab

/s/ Miles D. White

Milcs D. Whire

/s/ Ravjurd Wilkins, Jr.

Rayford Wilkins,Jr.
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"Director

‘Director

Dircetor
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Exhibit 4.16
DESCRIPTION OF SECURITIES
DESCRIPTION OF OUR COMMON STOCK

LI TY

As of December 31, 2019, Caterpillar Inc. (the “Company,” “we,” “our,” or “us”)
had common stock, par value $1.00 per share (the “Common Stock™) registered under Scction 12 of the Securities Exchange Act of
1934, as amended {ihe “Exchange Act™). Our Common Stock is traded on the New York Stock Exchange (“NYSE”) under the
symbol “CAT".

The following description of the Common Stock is only a summary and is subject
to, and is qualificd in its entirety by reference to the provisions of our Restated Certificate of Incorporation {our “Charter™), our
Amended and Restated Bylaws {our “Bylaws™), each of which is incorporated by reference as an exhibit to the Annual Report on
Form 10-K of which this Exhibit is a part, and the applicable provisions of the Delaware General Corporation Law (the “DGCL™).

Description of Common Stock

The total number of shares of Common Stock authorized by the Charter is
2,000,000,000. All issucd and outstanding shares of Common Stock arc fully paid and non-assessable. Holders of Common Stock
have no preemptive, subscriptive or conversion rights and arc not liable for further calls or assessments. Subject to the prior right of
any future scrics of preferred stock, holders of Common Stock are entitled to receive such dividends as may be declared by the board
of directors out of funds legally available and to share ratably in the assets available for distribution upon liquidation. Each sharc of
Comtnon Stock is entitled to one vote at all meetings of stockholders. The holders of Common Stock are not entitled to cumulative
voling rights in the clection of dircctors.

Possible Amti-Tukeover Provisions

Our Charter authorizes our board of directors to cause preferred stock to be issued
in one or more serics, without stockhoelder action. Our board of directors is authorized to issue up to 5,000,000 shares of preferred
stock, with par value of $1.00 per share, and can delermine the number of shares of each series, as well as the rights, preferences and
limitations of cach series. Shares of our authorized and unissued common stock and preferred stock could (within the limits
imposed by applicable law and any applicable rules of the NYSE) be issued in on¢ or more transactions or preferred stock could be
issucd with terms, provisions and rights which would make a takcover of the Company more difficuit or more costly and, thereforc,
less likely. For cxample, the board of directors may issue such capital stock to a holder or holders who might thereby obtain
sufficicnt voling power, cither by voting with the common stock or separalcly as a class, to defeat or delay a praposed business
combination which may be opposed by the board of dircctors, or to assurc that any proposal to remove directors, or to alter, amend
or repeal certain provisions in our Charter would not receive the required stockholder voie or any class vole




which would be required 1o effect such changes. Any such issuance of additional stock could be effected by the board of directors
acting atone without further stockholder approval.

Certain provisions of our Charter and Bylaws could make more difficult certain unsolicited or hostile attempts to take over
the Company, as described below.

Our Charter and Bylaws provide that no action shall be taken by stockholders by written conscent and that a special mecting
of the stockholders may be called only by the Chainman of the board of directors, the chicf executive officer, the secretary, or the
board of directors pursuant to a resolution approved by a majority of the entire board of directors, or by stockholders representing in
the aggregate not less than 25% of the tolal number of shares of stock entitled to vote.

Our Charter and Bylaws provide that vacancics on the board of dircctors shall be filled by the affirmative vote of a majority
of the remaining directors then in office and not by the stockholders. Our Charter and Bylaws further provide certain advance notice
requirements in connection with stockholder nominations for the clection of directors and other matters to be properly brought
before an annual or special mecting by a stockholder.

Section 203 (the “Anti-Takeover Law™) of the DGCL prevents, subject 1o certain exceptions, certain Delaware corporations
from engaging, under cerain circumstances, in a “business combination™ (which includes a merger or sale of more than 10% of the
corporation’s asscts) with any “intercsted stockholder™ (a stockholder who ewns 15% or more of the corporation’s outstanding
voling stock) for three ycars following the date that such stockholder became an “interested stockholder,™ A Delaware corporation
may “opt out” of the Anti-Takcover Law with an express provision in its original certificate of incorporation or an express provision
in its certificate of incorporation or bylaws resulting from an amendment approved by at lcast a majority of the outstanding voting
shares. The Company is a Delaware corporation that is covered by the Anti-Takeover Law and has not “opied out” of its provisions.

In addition, our Bylaws provide that, unless the Company consents in writing to the selection of an alternative forum, the
Court of Chancery of the State of Delaware will be the sole and exclusive forum for (i) any derivative action or proceeding brought
on behalf of the Company, (i) any action asserting a claim of breach of fiduciary duty owed by any director, officer or other
employce of the Company to thc Company or the Company’s stockholders, {iii) any action asserting a claim against the Company or
any dircctor or officer or other employce of the Company arising pursuant to any provision of the DGCL or the Company’s Charter
or Bylaws (as either may be amended from time to time) or (iv) any action asserting a claim against the Company or any director or
officer or other employce of the Company governed by the mtemnal affairs doctrine. Our Bylaws also provide that any person
(including any entity) purchasing or otherwise acquiring any interest in shares of capilal stock of the Company will be deemed to
have notice of and consented to the exclusive forum provisions described above.




DESCRIPTION OF OUR DEBT SECURITIES

As of December 31, 2019, Caterpillar Inc. had three scries of debt sccurities
registered under Section 12 of the Exchange Act: our 9 3/8% Debentures due March 15, 2021 (the “2021 Debentures™), our 8%
Debentures due February 15, 2023 (the #2023 Debentures™} and our 5.3% Dcbentures duc Scptember 15, 2035 (the 2035
Debentures™ and, together with the 2021 Debentures and the 2023 Debentures, the “Debt Securities™).

The following suimrnary of cach scries of our Debi Securitics is subject to and qualified in its cntirety by reference to the
Indenture, dated as of May 1, 1987, between Caterpillar Inc. and The First National Bank of Chicago, as trustee, as supplemented by
the First Supplemental Indenturc, dated as of June 1, 1989, between Caterpillar Inc. and The First National Bank of Chicago. as
trustee, as further supplemented by the Second Supplemental Indenture, dated as of May 15, 1992, between Caterpillar Inc. and
Citibank, N.A. as Successor Trustee and as further supplemented by the Third Supplemental Indenture, dated as of December 16,
1996, between Calerpillar Inc. and Citibank, N.A. as Successor Trustee (as supplemented, the “Indenture™).

The 2021 Debentures

We issucd $250,000,000 aggrepate principal amount of 2021 Debentures on March
[5, 1991. The 2021 Debentures were issued under the Indenture and pursuant to a Prospectus dated March 8, 1991 and a Prospectus
Supplement dated March 14, 1991. The 2021 Debentures will mature on March 15, 2021. Interest on the 2021 Debenturcs acerues
at a rate of 9 3/8% per year and is payablc on March 15 and Scptember 15 of cach year and commenced on September 15, 1991,

The 2021 Debentures may not be redeemed prior to maturity.
The 2021 Debentures are traded on the NYSE under the symbol “CAT21.”
The 2023 Debentures

We issucd $200.000,000 aggregate principal amount of 2023 Debenturcs on
February 23, 1993. The 2023 Debentures were issued under the Indenture and pursuant to a Prospectus dated May 8, 1992 and a
Prospectus Supplement dated February 16. 1993, The 2023 Debenturces will mature on February 15, 2023. Interest on the 2023
Debentures accrues at a rate of 8% per year and is payable on February 15 and August 15 of each year and commenced on August
15, 1993.

The 2023 Debentures may not be redeemed prior to maturily.
The 2023 Debentures are traded on the NYSE under the symbol “CAT23.”
The 2035 Debentures

We issued $307,320,000 aggregate principal amount of 2035 Debentures on
September 13, 2005. The 2035 Debentures were issued under the Indenture and pursuant to an Offer to Exchange dated August 10,
2005. The 2035 Debentures were limited to $500,000,000 aggregate principal amount. The 2035 Debentures will mature on
Scptember 15, 2035. Interest on the 2035




Debentures accrues at a rate of 5.3% per year and is payable on March 15 and Seplember 15 of each year and commenced on March
15, 2006.

The 2035 Debentures may be redeemed in whole or in part at Caterpillar’s option at
a redemption price cqual to the greater of 100% of the principal amount of the 2035 Debentures to be redecmed or the sum of the
present values of the remaining scheduled payments of the principal and interest on the 2035 Debentures 1o be redeered, discounted
to the date of redemption en a semi-annual basis at the applicable Treasury Rate plus 15 basis points, plus, in cach case, acerued and
unpaid interest on the principal amount being redeemed 1o the redemption date.

The 2035 Debentures are traded on the NYSE under the symbol “CAT35.”
General

The Indenture governs our obligations under the Debt Securities. The terms of the
Debt Sccuritics include those stated in the Indenture and those made part of the Indenture by reference to the Trust Indenture Act of
1939, as amended. The Debt Securilies are subject to all such terms. Defined terms used in this description but not defined in this
sumimary have the meanings assigned to them in the Indenture.

We have issued a significant amount of other debt securitics under the Indenture
that has ncither been registered pursuant to Scction 12 of the Exchange Act nor listed on the NYSE. You should refer to our
description of the amount of debt outstanding as disclosed on our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q
and in other filings with the Securities and Exchange Commission.

The Debt Securities are unsubordinated and are not subject to any sinking fund provisions.

Certain Definitions

Consolidated Net Tangible Asscts: means as of any particular time the aggregate amount of assets afler deducting therefrom
(a) all current liabilities (excluding any such liability that by its tcrms is extendible or renewable at the option of the obligor thereon
to a time more than 12 months after the time as of which the amount thercof 1s being computed) and (b} all goodwill, excess of cost
over asscts acquired, patents, copyrights, trademarks, trade names, unamortized debt discount and expensc and other like
intangibles, all as shown in the most recent consolidated financial statcments of the Company and its consolidated subsidiaries
prepared in accordance with generally accepted accounting principles.

Important Property: means any manufacturing plant or other facility of the Company or any Restricted Subsidiary, whether
now owned or hercafter acquired {other than any facility hereafter acquired for the control or abatement of atmospheric pollutants or
conlaminants, water pollution, noise, odor or other pollution}, located in the United States of America, Canada or the
Commonwealth of Puerto Rico and having a gross book value (without deduction for




depreciation) as of the date of determination of such value in excess of 1% of Consolidated Net Tangible Assets as of such date,
other than any such manufacturing plant or other facility that in the opinion of the board of directors of the Company, is not of
malerial importance to the total business conducted by the Company and its Restricted Subsidiarics as a whole.

Restricted Subsidiary: means (a) any Subsidiary other than an Unrestricted Subsidiary and (b) any Unrestricted Subsidiary
which, subscquent to May 1. 1987, is designated by the board of directors as a Restricted Subsidiary; provided, however, that as a
result of such designation no covenant or agreement in the Indenture would be breached.

Secured Debt: means indebtedness for money borrowed which is secured by a mortgage, pledge, lien, security interest or
encumbrance on (a) any Imporiant Property of thc Company or any Restricted Subsidiary or on (b) any shares of stock or
indebtedness of any Restricted Subsidiary. )

Subsidiary: means a corporation more than 50% of the outstanding voting stock of which is owned, dircctly or indirectly, by
the Company or by onc or more other Subsidiaries, or by the Company and onc or more other Subsidiaries.

Unrestricted Subsidiary: means (a) any Subsidiary acquired or organized afier May 1, 1987; provided, however, that such
Subsidiary shall not be a successor, directly or indirecily, to any Restricted Subsidiary, and (b) any subsidiary whose principal
business and asscts arc located outside the United States of America, its territories and posscssions and Canada, and {(c} any
Subsidiary the principal business of which consists of financing or assisting in financing (i) thc Company’s dealers or distributors or
(ii) the acquisition or disposition of products ol the Company or a Subsidiary, dircctly or indirectly, by dealers, distributors or other
customers, and (d) any Subsidiary the pnincipal business of which is owning, lcasing, dealing in or developing real property, and
(c} any Subsidiary substantially ali the assets of which consist of stock or other securitics of a Subsidiary or Subsidiarics of a
character described in clauses (a) through (d) of this definition.

Valuc: means with respect to a Sale and Leaseback Transaction (as defined below), an amount equal 1o the greater of (a) the
net proceeds of the sale of the property leased pursuant to the Sale and Leaseback Transaction or (b) the fair value of the property at
ihe time of entering into such Sale and Leaseback Transaction, as determined by our board of directors, in either case divided first by
the number of full years of the term of the lease and then multiplied by the number of full years of such term remaining at the time
of determination, without regard 10 any renewal or cxtension options contained in the lease.

Restrictions on Secured Debt

The Indenture prohibits us and our Restricted Subsidiaries from creating Secured Debt (without sceuring the debt securitics
equally and ratably with Secured Debt), with the following cxceptions:




» certain mortgages, pledges, liens, securily interesls or encumbrances (o secure paymeni of all or part of the cost of
acquisition, construction or improvement of our property or the property of a Restricted Subsidiary;

« mortgages, pledges, liens, security interests or encumbrances on property acquired, whether or not assumed by us or a
Restricted Subsidiary;

* mortgages, pledges, licns, security interests or cncumbrances on property, stock, or indebtedness of a Restricted Subsidiary
at the time it becomes a Restricted Subsidiary;

« mortgages, pledges, licns, security interests or cncumbrances on property of a corporation merged with us or a Restricted
Subsidiary or at the time of a disposition of substantially all of the property of another corporation to us or a Restricted
Subsidiary;

= mortgages, pledges, liens, sccurity interests, or ecncumbrances on our property or the property of a Restricted Subsidiary in
favor of a governmental cntity pursuant to contract or statute or to secure certain indebtedness;
* extensions, renewals or replacements of any mortgage, pledge, lien, security interest or encumbrance referred to above; or

« any mortgage, pledge, lien, sccurity interest, or encumbrance sccuring debt owed by us or a Restricted Subsidiary tous ora
Restricted Subsidiary.

In addition to these cxceptions, we or a Restricted Subsidiary may crcale, assume, or guarantee other Secured Debt without
sccuring the debt securitics if the total amount of Sccured Debt outstanding and value of Sale and Leaseback Transactions at the
time does not exceed 10% of Consolidated Net Tangible Assets.

Restrictions on Sale and Leaseback Transactions

The Indenture does not permit us or our Restricied Subsidiaries to sell or transfer (except to us or a Restricted Subsidiary)
any Important Property we own with the intention of taking back a lease on the property, except for a lease not exceeding three
years (a “Sale and Leaseback Transaction™), with the following cxceptions:

* if we or a Restricted Subsidiary could incur Secured Debt equal to the amount received on a sale or transfer secured
by a mortgage on the property to be leased without equally and ratably securing the Debt Sccuritics; or

» if we or a Restricted Subsidiary apply an amount cqual to the valuc of the propenty leased to the retirement, within
120 days after the effective date of the arrangement, of indebtedness for money borrowed by us or a Restricted
Subsidiary recorded as funded debt as of the date of its creation and which, in the case of indcbtedness of us, is not
subordinated in right of payment to the prior payment of the Debt Sccurities. The amount applied to the retirement of
that




indebiedness shall be reduced by (i) the principal amount of any Debt Securitics delivered within 120 days of the
cffective date of any such arrangement to the Trustec for retirement and cancellation, and (ii) the principal amount of
the indebtedness, other than Debt Securities, retired by us or a Restricted Subsidiary within 120 days of the effective
date of any such arrangement. No such retirement may be effected by payment at maturity or pursuant to a mandatory
prepayment provision.

Restriction on Transfer of Important Property

Neiiher we nor a Restricted Subsidiary can transfer Important Property to an Unrestricted Subsidiary cxcept in limited
circumsiances. The transfer can occur if we apply an amount equal to the fair vaiue of the property at the time of transfer (as
determined by our board of directors) to the retirement of indebtedness of us or a Restricted Subsidiary (other than such
indebtedness owed 10 us or any Restricted Subsidiary) that is recorded as funded debt and is not subordinated in right of payment to
the Dcbt Sccurities. The debt retirement must occur within 120 days of the transfer. No such retirement may be effected pursuant to
a mandatory prepayment provision.

Evews of Default

Unless we indicate otherwise in a prospectus supplement, the following events are defined in the Indenture as “Events of
Default” regarding the Debt Securitics of any serics:

« failure 10 pay intcrest on any Debt Sccurities when dug, continued for 60 days;
= failure to pay principal of or premium, if any, on any Debt Sceurities when duc;
» failure 10 deposit any sinking fund payment when due;

» failure to perform, breach or default of any other covenant or warranty in the Indenture for 60 days after we have
received written notice of such failure, breach or default in accordance with the Indenture;

= certain events in bankruptey, insolvency or reorganization; and

« any other Event of Default set forth in the applicable prospectus supplement.

Unless staled otherwise in a prospectus supplement, any Event of Default on a particular series of Debt Securities is not
necessarily an Event of Dcfault on another series of Debt Sccurities.

If an Event of Default accurs on outstanding Debt Securities of a particular series and continues, the Trustee or holders of at
least 25% of that series’ Debl Securities may declare the principal amount of all Debt Securities in the series due and payable.
Subjcct to any terms or conditions specified in the applicable prospectus supplement, if an Event of Default results from




bankruptcy, insolvency or reorganization, the principal amount of all the Debt Securities of a series will automatically become
immediately duc and payable. Under certain circumstances, holders of a majority of the Debt Securitics in the series may rescind
that declaration and its consequences.

The Trusiee must within 90 days after a default occurs notify the holders of Debt Securities of thal series of the default if we
have not remedicd it. The Trustee may withhold notice to the holders of any default {(except with respect to the payment of principal
or interest) under certain circumstances if it in good faith considers such withholding to be in the interest of holders. We arc required
to file an annual cerificate with the Trustee, signed by an officer, about any default by us under any provisions of the Indenture.

Subject to the provisions of the Indenturc relating to its duties in casc of default, the Trustec shall be under no obligation to
cxercise any of its rights or powers under the Indenture at the request, order or direction of any holders unless such holders ofter the
Trustee reasonable indemnity. Subject 1o the provisions for indemnification and other terms of the Indenture, the holders of a
majority in principal amount of the Debt Sccuritics of a serics may direct the time, method and place of conducting any proceedings
for any remedy available to, or exercising any trust or power conferred on, the Trustee with respect to such Debt Securities.
Madification of Indenture

Under the Indenture, our rights and obligations and the rights of the holders of Debt Securitics may be changed. Certain
changes requirce the consent of the holders of not less than 662/3% in aggregate principal amount of the outstanding debt of all serics
to be affected. However, the following changes may not be made without the consent of each holder of the Debt Securities:

* changes 10 the stated maturity date of the principal or any interest installment;
reductions in the principal amount or rate of interest due or any premium payable;

* changes to the places or currency of payment,

* impainnent of the right to institute suit for the enforcement of payment on or after the stated maturity thereof (or, in
the case of redemption, on or afier the redemption date);

» reduction in the stated percentage of holders whose consent is necessary to modify the Indenture; or
* modifications to any of the requirements for conscnt of holders of the Debt Securitics to enter into cerlain

supplemental indentures, the requirements to waive compliance with certain provisions of the Indenture
or the requirements for a waiver of certain defaults.




Consolidation, Merger, or Sale

We cannot consolidale or merge with any other person or convey, transfer or lease our properties and assets substantially as
an entirety Lo any other person, unless:

« we are the continuing corporation or the successor corporation is a domestic corporation and expressly assumes, by
supplemental indenture, the due and punctual payment of principal of (and premium, if any) and
interest on the Debt Securities and the performance and observance of every covenant of the Indenture
binding on us;

immediately after giving effect to such transaction and treating any indebtedness which becomes an obligation of ours or a
Subsidiary as a result of such transaction as having been incurred by us or such Subsidiary at the time of such transaction, we, that
person or that successor corporation will not be in default under the Indenture; and

if, as a result of the transaction we become subject Lo a mortgage, pledge, lien, security interest or other encumbrance not permitted
by the [ndenture, we or the successor corporation take steps necessary (o securc the Debt Sccuritics equally and ratably with all
indebtedness secured thereby.

Other than as described above or in any prospectus supplement, there are no covenants or other provisions in the Indenture
that would afford holders of our Debt Securities additional prolection in the event of a recapitalization transaction, a change of
control of the Company or a highly leveraged transaction. The merger covenant described above would only apply if the
rccapitalization transaction, change of control or highly leveraged transaction were structured 1o include our merger or consolidation
or a sale, leasc or conveyance of all or substantially all of our assets.

Defeasance

Under certain circumstances we may be discharged from our obligations on the Debt Securitics of a serics at any time before
the stated maturity if we deposit with the Trustee money or certain equivalents sufTicient to pay principal of and interest on the Debt
Sccuritics. One condition for such dcfeasance, among others as described in the Indenture, 1s that we must deliver to the Trustce an
opinion of counse! that holders of the Debt Sccurities will not recognize income, gain or loss for federal income tax putposcs as a
result of the defeasance.

Governing Law

The Indenture is, and any Debt Sccurities issued thereunder will be, governed by, and construed in accordance with, the laws
of the State of New York.

Concerning the Trustee




The Company and its subsidiaries maintain ordinary banking relationships with U.S. Bank National Association and its
affiliatcs and a number of other financial institutions. U.S. Bank National Association and its affiliates also scrve as trustee with
respect to certain other outstanding debt securities of the Company and its subsidiaries.



Exhibit 10.3

CATERPILLAR INC,
2014 LONG-TERM INCENTIVE PLAN
(As Amended and Restated, Effective as of October 8, 2019)

L. INTRODUCTION

1.1  Purposes. The purposcs of the Caterpillar Inc. 2014 Long-Term Incentive Plan (this * Plan™ arc (i} to align the interests of the
Company’s stockholders and the recipients of awards under this Plan by inercasing the proprietary interest of such recipients in the
Company’s growth and success, (ii) to advance the interests of the Company by attracting and retaining ofTicers, other cmployees, Non-
Employee Directors, consultants and independent coniractors and (iii) to motivate such persons to act in the long-term besi interests of the
Company and its stockhelders. The Plan has been amended and restated, as set forth herein, effective October 8, 2019.

1.2  Certain Definitions.

(a) “Award Gain" shall mean (a) with respect to a given Option exetcise, the product of (X) the excess of the Fair Market Value
of a share of Common Stock on the daie of excreise over the grant price per share of Common Stock of such Option times (Y) the number of
shares purchased pursuant to the cxercise of such Option, and (b) with respect 1o any other settlement of an award granted to the participant,
the Fair Markel Value of the cash or shares of Common Stock paid or payable to the participant (regardless of any elective deferral pursuant
1o Seclion 5,10) less any cash or the Fair Market Value of any shares of Commen Stock or preperty (other than an award that would have
itself then been forfeitable hercunder and excluding any payment of 1ax withholding) paid by the paricipant to the Company as a condition of
or in connection with such sertlement,

(b} “Award Notice™ shail mean the written or clectronic notice evidencing an award hercunder.
(c) “Blaskout Perjod™ shall have the meaning set forth in Segtion 2.1(b).

(d) “Board” shall mean the Board of Directors of the Company.

(e) “Busingss Combination” shall have the meaning set forth in Scetion 5.9(b).

() “Cause” shall have the meaning set forth in Sgclion 5.9(¢).

(g) “Changein Control” shall have the meaning set forth in Section 5,9(b).

{(h) “Code” shall mean the Intemal Revenue Code of 1986, as amended.

(i) “Committee” shall mean the Compensation and Human Resources Committee of the Board., or any successor or subcommitice
thercof, consisting of two or more members of the Board, cach of whom is intended 10 be (i) a “Non-Employce Director™ within the meaning
of Rule 16b-3 under the Exchange Act, and (ii) “independent” within the meaning ol the rules of the New York Stock Exchange or, if the
Common Stock is not listed on the New York Stock Exchange, within the meaning of the rules of the principal stock exchange on which the
Common Stock is then traded.




() “Common Stock™ shall incan the common stock of the Company, and all rights appurtenant thercto.

(k} “Company" shall mean Caterpillar Inc., a Delawarc corporation, or any successor thereto.

(I) “Company Voting Securities” shall have the meaning sct forth in Section 5.9(b)(ii).
(m) “Exchange Act” shall mean the Securities Exchange Act of 1934, as amended.

(n} “Fair Market Value" shail mean, as of any given date, the fair market value of a share of Common Stock on a particular date
determined by such methods or procedures as may be established from time to time by the Commitice. Unless otherwise determined by the
Commiltee, the Fair Market Value of a share of Common Stock as of any date shall be the closing transaction price of a share of Common
Stock as reported on the New York Stock Exchange for that date or, if no closing price is reported for that date, the closing price on the next
preceding date for which transactions were reportcd. Notwithstanding the foregoing, unless otherwise determined by the Committee, for
purposes of clause {D) of Sgctign 2.1(¢) of the Plan, Fair Market Value means the actual price at which the shares of Commaon Stock used to
acquire the shares of Common Stock are sold.

{(0) “Forfeiture Event™ shall have the meaning sct forth in Scction 5.16(a).

{p) “Free-Standing SAR" shall mean an SAR which is not granted in tandem with, or by reference to, an Option, which entitles
the holder thereof 1o receive, upon cxercise, shares of Common Stock (which may be Restricled Stock) or, to the extent provided in the
applicable Award Notice, cash or a combination thercof, with an aggrepgate value equal to the excess of the Fair Market Valuc of onc share of
Common Stock on the date of exercisc over the basc price of such SAR, multiplied by the number of such SARs which arc cxercised.

(@) “Good Reason” shall have the meaning sct forth in Sgction 5.9(d).

(r) “Incentive Stack Option™ shall mean an option to purchasc shares of Common Stock that meets the requirements of Section
422 of the Code, or any successor provision, which is intended by the Committce 1o constitute an Incentive Stock Option.

(s) “lncnmbent Directors™ shall have the meaning set forth in Section 5.9(bXi}.

(t) “Noun-Employee Dirgctor” shall mean any dircctor of the Company who is not an officer or employec of the Company or any
Subsidiary.

(u) “Nongualified Stock Option” shall mean an option to purchase sharcs of Common Stock which is not an Incentive Stock
Option.

(v} *“Option” shall mcan an Incentive Stock Option or a Nongualified Stock Option granted under this Plan.

(w) “Performance Award” shall mean a right to receive an amount of cash, Common Stock, or a combination of both, contingent
upon the attainment of specified Performance Measures within a specified Performance Period.




(x) “Performance Measures™ shall mean the criteria and objectives, established by the Committee, which shall be satisficd or met
(i) as a condition 1o the grant or exercisability of all or a porlion of an Option or SAR or (ii) during the applicable Restriction Period or
Performance Period as a condition o the vesting of the holder’s interest, in the case of a Restricted Stock Award, of the shares of Commen
Stock subject to such award, or, in the case of a Restricted Stock Unit Award or Performance Award, to the holder’s receipt of the shares of
Common Stock subject to such award or of payment with respeet to such award. Such criteria and objectives may consist of onc ar morc
corporate-wide or subsidiary, division, operating unit, individual or other measures, including, without limitation, any of the following: (1)
attainment by a share of Common Stock of a specified Fair Market Valuc for a specified period of time, (ii} cash flow from operations, {jii)
cash flow margin or free cash flow, (iv) cash flow per share, {v) camings of the Company before or after taxes and/or interest, {vi) carnings
before interest, taxes, depreciation, and/or amontization (“EBITDA™), {vii) EBITDA margin, (viii) economic value added, (ix) expensc lcvels
or cost reduction goals, (x) gross profit or margin, (xi) increase in stockholder value, (xii} interest expense, (xiii) inventory, (xiv) market
share, (xv) net assets, (xvi) net cash provided by operations, (xvii) net operating profits aller taxes, (xviii) operating expensces, (xix) operating
income, (XX} operating margin, (xxi) opcrating profit aficr capital charge (“OPACC™), (xxii) percent of dealer deliveries (“PODD"), (xxiii)
percent of industry sales (“PINS™), (xxiv) percent of parts sales (“POPS™), (xxv) percent of parts sales — Caterpillar branded (*"POPS-C™),
{xxvi) pretax income, (xxvii) price-to-eamings growth, (xxviii) price reatization, (xxix) primary or fully-diluted earnings per share or profit
per share, (xxx) profit afier tax, (xxxi) return on assets, {xxxii} return on equity, {xxxiii) return on invested capital, (xxxiv) remumn on
investments, (xxxv) return on sales, (xxxvi) revenues, {(xxxvii) sales, (xxxvii1) total cash flow, (xxxix) total stockholder (sharchelder) return
and (xl1) stratcgic busincss criteria consisting of onc or more objectives based on meeting specified goals relating o (A) acquisitions or
divestitures, (B) business expansion, {C) realized production system benefits, (D) cost targets, {(E) customer acquisition, (F) customer
satisfaction, (G) diversity and inclusion, {H) efficiency, (1) inventory turns, (J) realized lean benefits, (K} management of cmployment
practices and employce benefits, (L) markel penetration, (M) purchasing material costs, (N) quality and quality audit scores, {O) reductions in
crrors and omissions, (P} reductions in lost business, (Q) supervision of litigation and information technology, (R) suslainability or (5)
rcalized 6 Sigina benefils. Each such goal may be cxpressed on an absolute or relative basis and may include comparisons based on current
internal targets, the past performance of the Company {including the performance of one or morc subsidiaries, divisions, or operating units) or
the past or curreni performance of other companies (or a combination of such past and current performance). In addition to the ratios
specifically enumerated above, performance goals may include comparisons relating to capital (including, but not limited to, the cost of
capital), shareholders’ equity, shares outstanding, assets or nel assets, sales, or any combination thereof. The applicable performance
measurcs may be applicd on a pre- or post-tax basis and may bc cstablished or adjusted to include or cxclude any componcnis of any
performance measure, including, without limitation, special charpes such as restructuring or impairment charges, debt refinancing costs,
extraordinary or noncash items, unusual, nonrecurring, infrequently occurring or one-time evenis affecting the Company or its financial
statements or changes in law or accounting principles (“Adjustment Events™). In the sole discretion of the Committee, the Committee may
amend or adjust the Performance Measures (including adjustments in the method of calculating attainment of the performance measures) or
other terms and conditions of an outstanding award in recognition of any Adjusiment Events.

(y) “Performange Period™ shall mecan any period designated by the Commitiee during which (i) the Performance Measurcs
applicable to an award shall be measured and (ii) the conditions to vesting applicable to an award shall remain in effcet.

(z) “Permitted Transferee” shall have the meaning set forth in Section 5.4(a).

(aa) “Plan” shall havc the meaning set forth in Sectign 1.1.




(bb) “Puior Plan” shall mean the Caterpiltar Inc. 2006 Long-Term Incentive Plan and cach other plan previously maintained by
the Company under which equity awards remain outstanding as of the effective date of this Plan.

{cc) “Restricted Stock™ shall mean shares of Common Stock which are subject to a Restriction Period and which may, in addition
thereto, be subject to the attainment of specified Performance Measures within a specified Performance Period.

(dd) “Restricted Stock Award” shall mean an award of Resiricted Stock under this Plan.
{ee)  “Restricted Stock Unjt™ shall mean a right to receive one share of Common Stock or, in lieu thercof and to the extent

provided in the applicable Award Notice, the Fair Market Value of such share of Common Stock in cash, which shall be contingent upon the
cxpiration of a specified Restriction Period and which may, in addition thercto, be contingent upon the attainment of specified Performance
Mecasures within a specified Performance Period.

(ff) “Restricted Stock Unit Award™ shall mean an award of Restricted Stock Units under this Plan.

(gg) “Restriction Period” shall mean any period designated by the Commiltee during which (i) the Common Stock subject to a
Restricted Stock Award may not be sold, transferred, assigned, pledged, hypothecated or otherwise encumbered or disposed of, except as
provided in this Plan or the Award Notice relating 1o such award, or (ii} the conditions to vesting applicable to a Restricted Stock Unit Award
shall remain in effect.

(hh) “SAR” shall mean a stock appreciation right which may be a Free-Standing SAR or a Tandem SAR.
(ii) “Stock Award'" shall mean a Restricted Stock Award, Restricied Stock Unit Award ot Unrestricted Stock Award.

(1))  “Subsidiary” shall mcan any corporation, limited liability company, partnership, joint venturc or similar cntity in which the
Company owns, dircctly or indirectly, an equity intcrest possessing more than 50% of the combined voting power of the total outstanding
cquity interests of such enlity or, in the case of a partnership. joint venturc or similar cntity, the possession, directly or indirectly, of the
power to direct or cause the direction of management or policies of the controlled entity.

(kk) “Substitutc Award” shall mean an award granted under this Plan upon the assumption of, or in substitution [lor, outstanding
cquity awards previously granted by a company or other entity in connection with a corporate transaction, including a merger, combination,
consolidation or acquisition of property or stock; provided, however. that in no event shall the term *“Substitute Award” be construed to refer
to an award made in conncction with the cancellation and repricing of an Option or SAR.

() “Tandem SAR™ shall mean an SAR which is granted in tandem with, or by reference to, an Option {including a Nonqualified
Stock Option granted prior to the date of grant of the SAR), which entitles the holder thereof to receive, upon exercise of such SAR and
surrender for cancellation of all or a portion of such Option, shares of Common Stack (which may be Restricted Stock) or, to the exient
provided in the applicable Award Notice, cash or a combination thereof, with an aggregate valuc cqual to the cxcess of the Fair Market Value
of onc share of Commeon Stock on the date of exercise aver the base price of such




SAR, multiplied by the number of shares of Common Stock subject to such Option, or portion thereof, which is surrendered.
(mm) “Tax Date” shall have the meaning set forth in Section 5.5.
(nn) “Ten Percent Holder™ shall have the meaning set lorth in Sectien 2.1(a).

(00) “Unrestricted Stock” shall mean shares of Common Stock which are not subject to a Restriction Period or Perfoninance
Mcasures.

{pp) “Unrestricted Stock Award™ shall mean an award of Unrestricted Stock under this Plan.

13 Administration. This Plan shall be administered by the Committec. Any one or a combination of the following awards may be made
under this Plan to cligible persons: (i)} Options to purchase shares of Common Stock in the form of [ncentive Stock Options or Nonqualificd
Stock Options; (it) SARs in the form of Tandem SARs or Free-Standing SARs; (iii) Stock Awards in the form of Restricted Stock, Restricied
Stock Units or Unrestricted Stock; and (iv) Performance Awards. The Committee shall, subject to the terms of this Plan, select eligible
persons for participation in this Plan and determine the formn, amount and timing of cach award to such persons and, if applicable, the number
of shares of Common Stock subject to an award, the number of SARs, the number of Restricted Stock Units, the dollar valuc subject to a
Performance Award, the grant price or base price associated with the award, the time and conditions of exercise or settlement of the award
and all other terms and conditions of the award, including, without limitation, the form of the Award Notice cvidencing the award. The
Commiltec may, in its solc discretion and for any reason at any Lime, take action such that (i) any or all outstanding Options and SARs shall
become exercisable in part or in full, (ii) all or a portion of the Restriction Period applicable to any outstanding Restricted Stock or Restricted
Stock Units shall lapse, (iii) all or a portion of the Performance Period applicable 1o any outstanding Restricted Stock, Restricted Steck Units
or Performance Awards shall lapse and (iv) the Performance Mcasures (il any) applicable to any outstanding award shall be decmed to be
satisfied at the target or any other level. The Committee shall, subject to the terms of this Plan, interpret this Plan and the application thereof,
cstablish rules and regulations it decins necessary or desirable for the administration of this Plan and may impaose, incidental to the grant of an
award, conditions with respect lo the award, such as limiting compelilive employment or other activities. All such inlerpretations, rulcs,
rcgulations and conditions shall be conclusive and binding on all parties.

The Committec may delcgate some or all of its power and authority hercunder to the Board or, subject to applicable law, to onc or
more mecmbers of the Committee, the Chicl Executive Officer or such other exceutive officer of the Company as the Commiltee deems
appropriate; provided. however, that the Committee may not delegate its power and authority to one member of the Committee, the Chiel
Exccutive Officer or other executive officer of the Company with regard to the selection for participation in this Plan of an officer, dircctor or
other person subject Lo Scction 16 of the Exchange Act or decisions concerning the timing, pricing or amount of an award Lo such an officer,
director or other person.

No member of the Board or Committee, and neither the Chief Executive Officer nor any other exccutive officer to whom the
Committee delegates any of ils power and authority hercunder, shall be liable for any act, omission, interpretation, construction or
determination made in connection with this Plan in good faith, and the members of the Board and the Commitlee and the Chiefl Executive
Officer or other executive officer shall be entitled to indemnification and reimburscment by the Company in respect of any claim, loss,
damagc or cxpense (including atlorneys” fees) ansing therefrom 1o the full extent permitied by




law (except as otherwise may be provided in the Company’s Certificate of Incorporation and/or By-laws) and under any directors’ and
officers’ liability insurance that may be in effect from time to time.

1.4  Eligihility. Parlicipants in this Plan shall consist of such officers, other employees, Non-Employee Dircclors, consultants, independent
contractors, and persons expected to become officers, other employeces, Non-Employee Direclors, consultants, and independent contractors of
the Company and its Subsidiaries as the Committee in its sole discretion may select from time to time; provided, that Incentive Stock Options
may be granted only to employees of the Company or a Subsidiary Corporation, within the meaning of Scction 424(f) of the Code. The
Commitlee’s selection of a person to participate in this Plan at any time shall not require the Committee to select such person 1o participate in
this Plan at any other time. Except as provided othcrwise in an Award Notice, for purposes of this Plan, refercnces to employment by the
Company shall also mean employment by a Subsidiary, and references to employment shall include service as a Non-Employee Director,
consultant or independent contractor. The extent to which a participant shall be considered employed during any perieds during which such
participant is on a leave of absence shall be determined in accordance with Company policy.

1.3  Shares Available . Subject to adjustment as provided in Section 5.8 and to all other limits set forth in this Section 1,5, 38.8 million
shares of Common Stock were initially available for all awards under this Plan and no more than 38.8 million shares of Common Stock in the
aggregate could be issued under the Plan in connection with Incentive Stock Options. Upon and subjeet to stockholder approval of the
amendment and restatement of the Plan pursuant to Segtion 3.} an additional 36 million sharcs of Common Stock shall becomc available for
all awards under this Plan and an additional 36 million sharcs of Common Stock may be issued under the Plan in connection with Incentive
Stock Options. To the extent the Company grants an Option or a Free-Standing SAR under the Plan, the number of shares of Common Stock
that remain available for future grants under the Plan shall be reduced by an amount equal to the number of shares subject to such Option or
Free-Standing SAR. To the cxtent the Company grants a Stock Award or settles a Performance Award in shares of Common Siock, the
number of shares of Common Stock that remain available for future grants under the Plan shall be reduced by an amount equal to 2.75 times
the number of shares subject to such Stock Award eor Performance Award.

To the extent that sharcs of Common Stock subject te an outstanding Option, SAR, Stock Award or Performance Award granted
under the Plan, other than Substitute Awards, arc not issued or delivered by reason of (i) the expiration, termination, cancellation or forfeiture
of such award (cxcluding shares subject to an Option cancelled upon settlement in shares of a related Tandem SAR or shares subject 10 a
Tandem SAR cancclled upon exercise of a relaled Option) or (ii) the settlernent of such award in cash, then such shares of Common Stock
shall again be available under this Plan; provided, however, that shares of Common Stock subject to an award under this Plan shall not again
be available for issuance under this Plan if such shares arc (x) shares that were subject to an Option or an SAR and werc not issued or
delivered upon the net setitlement or net exercise of such Option or SAR, (y) shares delivered 1o or withheld by the Company to pay the grant
price or the withholding taxes related 10 an outstanding Option or SAR or (z) shares repurchased by the Company on the open market with
the proceeds of an Option cxercise. Shares delivered to or withheld by the Company to pay the withholding taxes for Siock Awards or
Performance Awards granted under this Plan, bui not Options or SARs, shall again be available for issuance under this Plan. The number of
shares that again become available pursuant to this paragraph shall be equal to (i) one share for cach share subject to an Option or Free-
Standing SAR described herein and (ii) 2.75 shares for cach share subject to a Stock Award or a Performance Award described herein. At the
time this Plan becomes effective, none of the shares of Common Stock available for {uture grant under the Prior Plan shall be available for
grant under this Plan and none of the shares of Common Stock subject to outstanding awards granted under the Prior Plan shail




again become available for issuance under this Plan, whether upon the expiration, termination, cancellation or forfeiture of such awards or
otherwise.

The number of shares of Common Stock available for awards under this Plan shall not be reduced by (i) thc number of shares of
Common Stock subject to Substitute Awards or (ii) available shares under a stockholder approved plan of a company or other entity which
was o party to a corporate transaction with the Company (as appropriately adjusted to reflect such corporate transaction) which become
subject 10 awards granted under this Plan (subjcct to applicable stock exchange requirements).

Shares of Common Stock to be delivered under this Plan shall be made available from authorized and unissued shares of Common
Stock, or authorized and issued shares of Common Stock reacquired and held as treasury shares or otherwise or a combinatien thereof.

1.6  Per Persom Limits. Awards shall be subject to the following per person limits: (i) the maximum number of shares of Common Stock
with respect 1o which Options or SARs, or a combination thereof, may be granted during any fiscal year of the Company Lo any person shail
be 800,000 shares, subject 10 adjustment as provided in Section 5.8, (ii) with respect to Stock Awards subject to Performance Measures or
Performance Awards denominated in Common Stock, the maximum number of shares of Common Stock subjcet to such awards that may be
eamed by any person for cach 12-month period during a Performance Peried shall be the number of shares having a Fair Market Valuc of
$20 million, determined as of the date of grant, subject to adjustment as provided in Section 58, (iii} with respect to Performance Awards
denominated in cash, the maximum amount that may be earncd by any person for cach 12-month period during a2 Performance Period shall be
$20 million, and (iv) the aggregate grant date fair value of shares of Common Stock that may be granted during any fiscal year of the
Company to any Non-Employee Director shall not exceed $750,000.

II. STOCK OPTIONS AND STOCK APPRECIATLON RIGHTS

2.1 Stock Qptions. The Commitiee may, in its discretion, grant Options 10 purchase shares of Common Stock to such cligible persons as
may be selected by the Commitice. Each Option, or portion thereof, that is not an Incentive Stock Option shall be a Nonqualified Stock
Option. To the cxtent that the aggregate Fair Market Value (deterimined as of the date of grant) of shares of Common Stock with respect to
which Options designated as Incentive Stock Options are exercisable for the first lime by a participant during any calendar year (under this
Plan or any other plan of the Company, or any parent or Subsidiary) cxceeds the amount (currently $100,000} established by the Code, such
Options shall constitute Nonqualificd Stock Options.

Options shall be subject to the following terms and conditions and shall contain such additional terins and conditions, not inconsislent
with the terms of this Plan, as the Commitiee shall deeim advisable:

(a) Number of Sharcs and Grant Price. The number of shares of Comimon Stock subject 1o an Option and the grant price per share
of Common Stock purchasable upon cxercisc of the Option shall be determined by the Committee; provided, however, that the grant price
per share of Commen Stock purchasable upon cxercise of an Oplion shall not be less than [60% of the Fair Market Value of a sharc of
Cemmon Stock on the date of grant of such Option; provided further, that if an Incentive Stock Option shall be granted o any person who, at
the time such Option is granted, owns capital stock possessing more than 10 percent of the total combined voting power of all classes of
capital stock of the Company (or of any parent or Subsidiary) (a “Ten Percent Holder™), the grant price per share of Common Stock shall not
be less than the price (currently 110% of Fair Market Value) required by the Code in order to conslitule an Incentive Stock Option.

Notwithstanding the foregoing, in the casc of an Optior that is a Substitute Award, the grant price per share of the sharcs subject 10
such Option may be less than 100% of the Fair Market Value per share on




the date of grant, provided, that the excess of: (a) the aggregate Fair Market Value (as of the date such Substitule Award is granted) of the
sharcs subjcct to the Substitute Award, over (b) the aggregate purchasc price thereof docs not excecd the cxcess of: {x) the aggregate fair
market valuc (as of the lime immediately preceding the transaction giving rise 1o the Substilute Award, such fair market value to be
determined by the Committee) of the shares of the predecessor company or other entity that were subject to the grant assumed or substituicd
for by the Company, over (y) the aggregate purchase price of such shares.

(b) Ontion Period and Exercisability. The period during which an Option may be exercised shall be determined by the Committee;
provided, howgver, that no Option shall be excrcised later than ten (10) years afler its date of grant; provided further, that if an Incentive
Stock Option shall be granted to a Ten Percent Holder, such Option shall not be exercised later than five years afler its date of grant;
proyided, further, that with respect to a Nonqualified Stock Option, if the expiration dale of such Option occurs during any period when the
participant is prohibited from trading in securities of the Company pursuant to the Company’s insider trading policy or other policy of the
Company or during a period when the exercise of such Option would violate applicable securities laws (each, a “Blackout Peried™), then the
period during which such Opiion shall be exercisable shall continue until the date that is 30 days afier the expiration of such Blackout Period.
The Committee may, in its discretion, establish Performance Measures which shall be satisfied or met as a condition o the grant of an Option
or to the exercisability of all or a portion of an Option. The Committece shall determine whether an Option shall become cxercisable in
cumnulative or non-cumulative installments and in part or in full at any time. An exercisable Option, or portion thereof, may be cxercised only
with respect to whole shares of Common Stock. Prior to the exercise of an Option, the holder of such Option shall have no rights as a
stockholder of the Company with respect to the shares of Common Stock subject to such Option, including the right to receive dividends or
dividend equivalents,

(c) Method of Excrcise. An Option may be exercised (i) by giving wntten or electronic notice to the Company or its designated
agent, in accordance with procedures prescribed by the Company, specifying the number of whole shares of Common Stock to be purchased
and paying the aggregate purchase price in full {or armangement made for such payment to the Company’s satisfaction) cither (A) in cash, (B}
by delivery (cither actual delivery or by attestation procedures established by the Company) of shares of Common Stock having a Fair
Markel Value, determined as of the date of excrcise, equal o the aggregate purchase price payable by rcason of such exercise, (C)
authorizing the Company to withhold whole shares of Common Stoeck which would otherwise be delivered having an aggregate Fair Market
Value, determined as of the date of cxercise, cqual to the amount necessary to salisfy such obligation, (D) in cash by a broker-dealer
acceptable to the Company to whom the optionee has submitted an imevocabic notice of exercise or (E) a combination of {(A), (B) and (C), in
each case 10 the extent set forth in the Award Notice relating to the Option, (ii) if applicable, by surrendering to the Company any Tandem
SARs which are cancelled by reason of the exercise of the Option and (iii) by executing such documents as the Company may reasonably
request. No shares of Common Stock shall be issued and no certificate representing shares of Common Stock shall be delivered until the full

purchase price therefor and any withholding taxcs thercon, as descnbed in Section 3.5, have been paid (or arangement made for such
payment to the Company’s satisfaction).

2.2  Stock Appreciation Rights . The Commitice may, in its discretion, grant SARs to such cligible persons as may be sclected by the
Committce. The Award Notice relating to an SAR shall specify whether the SAR is a Tandem SAR or a Free-Standing SAR.

SARs shall be subject to the following terms and conditions and shall contain such additional terms and conditions, not inconsistent
with the terms of this Plan, as the Committee shall deem advisable:




(a) mber_of SA nd Bage Price. The number of SARs subject to an award shall be determined by the Commitice. Any
Tandem SAR related to an Incentive Stock Option shall be granted at the same time that such Incentive Stock Option is granted. The base
price of a Tandem SAR shall be the grant price per share of Common Stock of the related Option. The base price of a Free-Standing SAR
shall be determined by the Committee; provided, however, that such base price shall not be less than 100% of the Fair Market Value of a
sharc of Common Stock on the date of grant of such SAR (or, il carlier, the date of grant of the Option for which the SAR is exchanged or
substituted).

Notwithstanding the forcgoing, in the casc of an SAR that is a Substitute Award, the base price per share of the shares subject te such
SAR may be less than 100% of the Fair Markel Valuc per share on the date of grant, provided, that ihe cxcess of: (a) the aggregate Fair
Market Value {as of the date such Substitute Award is granted) of the shares subject to the Substitute Award, over (b) the aggregate base
price thereof docs not exceed the excess oft (x) the aggregate fair market value (as of the time immediately preceding the transaction giving
rise to the Substitute Award, such lair market value to be determined by the Commitiee) of the shares of the predecessor company or other
entity that were subject to the grant assumed or substituted for by the Company, over (y) the aggregate base price of such shares.

(b)  Exercise Period and Exercisability. The period for the exercise of an SAR shall be determined by the Committee; proviged,
however, that no SAR shall be exercised later than ten (10) years afler its date of grant; provided further, that no Tandem SAR shall be
excrcised later than the cxpiration, cancellation, forfeiture or other termination of the related Option; provided, further, if the expiration date
of an SAR occurs during any Blackout Period, then the peried during which such SAR shall be exercisable shall continue unti! the date that is
30 days after the cxpiration of such Blackout Period. The Committec may. in its discretion, cstablish Performance Measures which shall be
satisfied or met as a condition to the grant of an SAR or to the exercisability of all or a portion of an SAR. The Committee shall determine
whether an SAR may be exercised in cumulative or non-cumulative installments and in part or in full at any time. An excreisable SAR, or
portion thercof, may be exercisced only with respect to whole shares of Commeon Stock. If an SAR is exercised for shares of Restricted Stock,
a certificate or cerlificates representing such Restricied Stock shall be issued in accordance with Section 3,3(c), or such sharcs shall be
transferred 1o the holder in book entry form with restrictions on the shares duly noted, and the holder of such Restricted Stock shall have such
rights of a stockholder of the Company as determined pursuant to Section 3,3(d). Prior to the exercisc of a stock-settled SAR, the holder of
such SAR shall have no rights as a stockholder of the Company with respect to the shares of Common Stock subject to such SAR, including
the right 1o receive dividends or dividend equivalents.

(c)  Mcihod of Exergise. A Tandem SAR may be exercised (i) by giving written or cleclronic notice 1o the Company or its
designated agent, in accordance with procedures prescribed by the Company, specilying the number of whole SARs which arc being
cxercised, (ii) by surrendering to the Company any Options which are cancelled by reason of the exercise of the Tandem SAR and (iii) by
executing such documents as the Company may rcasonably request. A Free-Standing SAR may be exercised {A) by giving written or
electronic nolice 1o the Company, in accordance with procedures prescribed by the Company, specifying the whole number of SARs which
are being excrcised and (B} by cxecuting such documents as the Company may rcasonably request. No shares of Common Stock shall be
issued and no certificate representing shares of Common Stock shall be delivered until any withholding taxes thereon, as described in Section
5.5, have been paid (or arrangement made for such payment to the Company's satisfaction).

23 Termination of Employment or Service. All of the terms rclating to the exercise, cancellation or other disposition of an Option or
SAR (i) upon a lermination of employment with or service to the Company of the holder of such Option or SAR. as the case may be, whether
by reason of disability, retirement, death




or any other reason, or (ii) during a paid or unpaid leave of absence, shall be determined by the Commitiee and sei forth in the applicable
Award Notice.

24 Ng Repricing. The Commitice shall not, without the approval of the stockholders of the Company, (i} reduce the grant price or basc
price of any previously granted Option or SAR, (ii} cancel any previously granied Option or SAR in exchange for another Option or SAR
with a lower grant price or base price or (iii) cancel any previously granted Option or SAR in exchange {or cash or another award if the grant
price of such Option or the base pricc of such SAR cxceeds the Fair Market Value of a share of Common Stock on the datc of such
cancellation, in cach casc, other than in conncction with a Changce in Control or the adjustment provisions sct forth in S¢ctjion 5.8,

III. STOCK AWARDS

3.1 Stock Awards. The Committee may, in its discretion, grant Stock Awards to such cligible persons as may be selecied by the
Committee. The Award Notice relating to a Stock Award shall specify whether the Stock Award is a Restricted Stock Award, Restricted
Stock Unit Award or Unrestricted Stock Award.

3.2 Terms of Unrestricted Stock Awards . The number of shares of Common Stock subject to an Unrestricted Stock Award shall be
determined by the Commitlee. Unrestricled Stock Awards shall not be subject to any Restriction Periods or Performance Mcasures; provided,
however, Unrestricted Stock Awards shall be limited to (i) awards to Non-Employee Directors, (ii) awards to newly hired employees, (iii}
swards made in licu of a cash bonus or (iv) awards granted under this Plan with respect to the number of shares Common Stock which, in the
apgregate, docs not cxceed five percent {5%) of the tolal number of sharcs available for awards under this Plan. Upon the grant of an
Unrestricted Stock Award, subject to the Company’s right to rcquire payment of any taxes in accordance with Section $.5, a centificate or
ccrtificates evidencing owncrship of the requisite number of shares of Common Stock shall be delivered to the holder of such award or such
shares shall be transferred to the holder in book centry form.

3.3 Terms of Restricted Stock Awards . Restricted Stock Awards shall be subject to the following terms and conditions and shall contain
such additional terms and conditions, not inconsistent with the terms of this Plan, as the Committee shall deem advisable.

{(a) Number of Shares and Other Terms. The number of shares of Common Stock subject to a Restricted Stock Award and the
Restriction Period, Performance Period (if any) and Performance Measures (if any) applicable 1o a Restricted Stock Award shall be
determined by the Committee.

{b) Vesting and Forfejlure. The Award Notice relating 10 a Restricted Stock Award shall provide, in the manner determined by the
Comimittee, in its discretion, and subject to the provisions of this Plan, for the vesting of the shares of Common Stock subject to such award
(i} if the holder of such award remains continuously in the employment of the Company during the specified Restriction Period and (ii) if
specified Performance Measures (if any) are satisfied or met during a specified Performance Period, and for the forfeiture of the shares of
Common Stock subject 1o such award (x) if the holder of such award does not remain continuously in the employment of the Company during
the specified Restriction Period or (y} if specified Performance Measures (if any) arc not satisfied or met during a specified Performance
Period.




{c) Stogk Issuance. During the Restriction Period, the shares of Restricted Stock shall be held by a custodian in book entry form
with restrictions on such shares duly noted or, alternatively, a certificate or certificates representing a Restricted Stock Award shall be
registered in the holder’s name and may bear a legend, in addition to any legend which may be required pursuant to Section 5.7. indicating
that the ownership of the sharcs of Common Stock represented by such certificate is subject to the restrictions, terms and conditions of this
Plan and the Award Noticc relating to the Restricied Stock Award.  All such certificates shall be deposited with the Company, together with
stock powers or other instruments of assignment (including a power of attorney), cach endorsed in blank with a guarantec of signature if
deemed necessary or appropriate, which would permit transfer to the Company of all or a portion of the shares of Common Stock subject 1o
the Restricted Stock Award in the event such award is forfeited in whole or in part. Upon termination of any applicable Restriction Period
(and the satisfaction or attainment of applicable Performance Measures), subject to the Company's right to require payment of any taxes in
accordance with Section 5.5, the restrictions shall be removed {from the requisite number of any shares of Common Stock that are held in
book cntry form, and ail certificates cvidencing ownership of the requisite number of shares of Common Stock shall be delivered to the
holder of such award.

{(d) Rights with Respect to Restrcted Stogk Awards . Unless otherwise set forth in the Award Notice relating Lo a Restricted Stock

Award, and subjcct (o the terms and conditions of a Restricted Stock Award, the holder of such award shall have all rights as a stockholder of
the Company, inctuding, but not limited to, voling rights, the right 10 receive dividends and the right to participate in any capital adjusiment
applicable to all holders of Common Stock; provided, however, that (i) a distribution with respect to shares of Common Stock, other than a
regular cash dividend, and (ii) a regular cash dividend with respect to shares of Common Stock that are subject 1o performance-bascd vesting
conditions, in each case, shall be deposited with the Company and shall be subject to the same restrictions as the shares of Common Stock
with respect to which such distribution was made.

3.4 Terms of Restricted Stock Unit Awards . Restricted Stock Unit Awards shall be subject to the following terms and conditions and
shall contain such additional terms and conditions, not inconsistent with the terms of this Plan, as the Commitiee shall deem advisable.

(a) Number of Shares and Other Terms. The number of shares of Common Stock subject to a Resinicted Stock Unit Award and the
Restriction Period, Performance Period (if any) and Performance Measures (i any) applicable to a Restneted Stock Unit Award shall be
determined by the Committee.

(b)  Mesting and Forfejture . The Award Notice relating to a Restricted Stock Unit Award shall provide, in the manner determined
by the Commiltee, in its discretion, and subject to the provisions of this Plan, for the vesting of such Restricted Stock Unit Award (i) if the
holder of such award remains continuously in the employment of the Company during the specified Restriction Period and (ii) if specified
Performance Mcasures (if any) arc satisfied or met during a specified Performance Period. and for the forfeiture of the sharcs of Common
Stock subject to such award (x) if the holder of such award docs not remain continuously in the employment of the Company during the
specified Restriction Period or (y) if specified Performance Mcasures (if any) arc not safisficd or met during a specified Performance Period.

(c) Settlement of Vested Resiricted Stock Unit Awards . The Award Notice relating to a Restricted Stock Unit Award shall specify
{i) whether such award may be setiled in shares of Common Stock or cash or a combination thereof and (ii) whether the holder thercof shall
be centitled to reecive, on a current or deferred basis, dividend equivalents, and, if determined by the Committec, interest on, or the decmed
reinvestment of, any deferred dividend cquivalents, with respect to the number of shares of Common Stock subject to such award. Any
dividend equivalents with respect to Restricted Stock Units that are subject to
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performance-based vesting conditions shall be subject to the same restrictions as such Restricted Stock Units. Prior to the settlement of a
Restricted Stock Unit Award, the holder of such award shall have no rights as a stockholder of the Company with respect to the shares of
Common Stock subject to such award.

3.5 Termination of Employment or Service. All of the terms relating to the satisfaction of Performance Measures and the termination of
the Restriction Period or Performance Period relating to a Stock Award, or any forfeiture and cancellation of such award (i) upon a
termination of employment with or service to the Company of the holder of such award. whether by reason of disability, retircment, death or
any other reason, or {ii) during a paid or unpaid leave of absence, shall be determined by the Commiliee and set forth in the applicable Award
Notice.

1V. PERFORMANCE AWARDS

4.1 Performance Awards The Commitice may, in its discretion, grant Performance Awards (o such eligible persons as may be sclected
by the Commitice.

4.2 Terms of Performance Awards . Performance Awards shall be subject 10 the following terms and condilions and shall contain such
additional terms and conditions, not inconsislent with the terms of this Plan, as the Committee shall deem advisable.

(a) V nd Performan res . The methed of determining the value of the Performance Award and
the Performance Measures and Performance Period applicable to a Performance Award shall be determined by the Commitiee,

(b) Mcsting and Forfeiture . The Award Notice relating to a Performance Award shall provide, in the manner determined by the
Committee, in its discretion, and subject to the provisions of this Plan, for the vesting of such Performance Award if the specified
Performance Mcasures arc satisfied or met during the specified Performance Period and lor the forfeiture of such award if the specified
Performance Mcasurcs are not salislicd or met during the specified Performance Period.

{c}) Sctlement of Vesied Performance Awards . The Award Noltice relating to a Performance Award shall specify whether such
award may be scttled in shares of Common Stock (including shares of Restricted Stock) or cash or a combination thereof. 1f a Performance
Award is scttied in shares of Restricled Stock, such shares of Restricted Stock shall be issucd 10 the holder in book entry form or a certificale
or certificales representing such Restricted Stock shall be issued in accordance with Section 3.3(¢) and the holder of such Restricted Stock
shall have such rights as a siockhelder of the Company as determined pursuant 1o Scction 3.3(d). Any dividends or dividend equivalents with
respect to a Performance Award shall be subject 10 the same restrictions as such Performance Award. Prior to the scttlement of a Performance
Award in shares of Common Stock, including Restricted Stock, the holder of such award shall have no rights as a stockholder of the
Company.

4.3 Termination of Employment or Service. All of the fenms relating to the satisfaction of Performance Measures and the termination of
the Performance Period relating to a Performance Award, or any fotfeiture and cancellation of such award (i) upon a termination of
employment with or service to the Company of the holder of such award, whether by reason of disability, retircment, death or any other
reason, or {ii} during a paid or unpaid lcavc of absence, shall be delermined by the Committee and sct forth in the applicable Award Notice.

Y. GENERAL




5.1 Effective Date apd Term of Plan . This Plan was approved by the Board on April 9, 2014, and became effective as of June 11, 2014,
the date on which the Company’s stockholders approved the Plan. This Plan superseded and replaced the Prior Plan; previded that the Prior
Plan shall remain in effect with respect to all outstanding awards granted under the Prior Plan until such awards have been exercised,
forfeited, canceled, expired or otherwise terminated in accordance with the terms of such grants. The Plan was further amended and restated
by the Board on April 12, 2017 and approved by the Company's stockholders on June 14, 2017. This amendment and restatement of the
Plan, as set forth herein, was approved by the Committee on October 8, 2019, Any amendments made to the Plan after November 2, 2017
shall not be given effect with respect to any Awards that were outstanding as of such date to the extent that any such amendment would cause
the transition relief for amendments made to Section 162(m) of the Code by the Tax Cuts and Jobs Act to become unavatlable. The Plan shall
terminatc on the tenth anniversary of the Plan’s elfective date, June 11, 2024, unless terminated carlier by the Commitiee; provided that no
Incentive Stock Options shall be granted later than ten (10) years alter the date the Plan is adopted by the Board or the date the Plan is
approved by the stockholders of the Company, whichever is earlier. Termination of this Plan shall not affect the terms or conditions of any
award granted prior lo lermination. Awards hereunder may be made at any time prior lo the lermination of this Plan.

5.2 Amcndments. The Committec may amend this Plan as it shall decm advisable; provided, however, that no amendment to the Plan
shall be effective without the approval of the Company’s stockholders if (i) stockholder approval is required by applicable law, rule or
regulation, any rule of the New York Stock Cxchange, or any other stock exchange on which the Common Stock is then traded, or (ii) such
amendment secks Lo modifly Seetion 2.4 hereol, provided furiber, that no amendment may materially impaic the rights of a holder of an
outsianding award without the consent of such holder.

53 Award Notice. Each award under this Plan shall be evidenced by an Award Notice setting forth the terms and conditions applicable to
such award. No award shall be valid until an Award Notice is provided by the Company and, to the extent the Commitice may, in its sole
discretion, require, cither exccuted by the recipient or accepted by the recipient by clectronic means approved by the Commitiec within the
time period specified by the Committee. Upon execution by the Company, or if required, upon such execution and delivery of the Award
Notice to the Company or clectronic acceptance of the Award Notice, such award shall be effective as of the effective date set forth in the
Award Notice.

5.4 Non-Transfcrability.

{(a) Except as provided in Section 5.4(b}, no award shall be transferable other than by will, the laws of descent and distribution,
pursuant lo beneficiary designation procedures approved by the Company, pursuant lo a domestic relations order ot, to the extent expressly
permitted in the Award Notice relating 1o such award, to the holder’s family members, a trust or entity cstablished by the holder for estate
planning purposes or a charitable organization designated by the holder (a “Permitied Transfereg™), in cach case, without consideration.
Except to the extent permitted by the foregoing sentence or the Award Notice refaling to an award, each award may be exercised or settled
during the holder's lifetime only by the holder or the holder's legai representative, agent or similar person. Excepl as permitted by the second
preceding sentence, no award may be sold, transferred, assigned, pledged, hypothecated, cncumbered or otherwise disposed of (whether by
operation of law or otherwise) or be subject to execution, attachment or similar process. Upon any attempt to so sell, transfer, assign, pledge.
hypothecate, encumber or otherwise dispose of any award, such award and all rights thereunder shall immediatcly become null and void.

(b) Nonqualified Stock Options and SARs (except for any Tandem SAR pranted in tandem with an Incentive Stock Option),
whether vested or unvested, held by (A) participants who are considered
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officers of the Company for purposes of Scction 16 of the Exchange Act; (B) participants who are Directors; or (C} any participants who
previously held the positions in clauses (A) and (B) may be transferred by gift or by domestic relations order 1o one or more Permitted
Transferees. Nonqualified Stock Options and SARs (except for any Tandem SAR granted in tandem with an Incentive Stock Option),
whether vested or unvested, held by all other participants and by Permitted Transferces may be transferred by gift or by domestic relations
order only to Permitted Transferees and, in the case of transfers other than in connection with a domestic relations order, upon the prior
wrilten approval of the Company’s Director of Total Rewards.

5.5 Tax Withholding. The Company shall have the right to require, prior (o the issuance or delivery of any shares of Common Stock or the
payment of any cash pursuant to an award made hercunder, payment by the holder of such award of any federal, state, local or other taxes
which may be required to be withheld or paid in connection with such award. An Award Notice may provide that (i) the Company shall
withhold whole shares of Common Stock which would otherwise be delivered to a holder, having an aggregate Fair Market Value
delermined as of the date the obligation to withhold or pay taxces arises in connection with an award (the “Tax Dat¢™}. or withhold an amount
of cash which would otherwise be payable to a holder, in the amount necessary to satisfy any such obligation or (ii) the holder may saltisfy
any such obligation by any of the following means: (A) a cash payment to the Company; (B) delivery (either actual delivery or by attestation
procedures established by the Company) to the Company of previously owned whole shares of Commmon Stock having an aggregate Fair
Market Value, detcrmined as of the Tax Dale, cqual to the amount necessary to satisfy any such obligation; {C} authorizing the Company to
withhold whole shares of Common Stack which would otherwise be delivered having an aggregate Fair Market Value, determined as of the
Tax Date, or withhold an amount of cash which would othcnwise be payable to a holder, equal to thc amount necessary 1o satisfy any such
abligation; (D) in the case of the cxercise of an Oplion, a cash paymenl by a broker-dealer acceplable to the Company to whom the optionee
has submitted an irrevocable notice of exercise or (E) any combination of (A), (B) and (C), in each case 10 the extent set forth in the Award
Notice rclating to the award. Shares of Common Stock to be delivered or withheld may not have an aggregate Fair Market Value in cxcess of
the amount determined by applying the minimum statutory withhelding rate; provided, however, that if a fraction of a share of Common
Stock would be required to satisfy the minimum statutory withholding taxes, then the number of shares of Common Stock to be delivered or
withheld may be rounded up to the next nearest whole share of Common Stock.

5.6 Section 83(b) Election. No clection under Section 83(b) of the Code (1o include in gross income in the year of transfer the amounts
specified in Code Scction 83(b)) or under a similar provision of the laws of a jurisdiction outside the United States may be made, unless
cxpressly permitted by the tcrms of the Award Notice. In any case in which a participant is pecrmitted to make such an election in conncction
with an award, the participant shall notify the Company of such clection within ten days of filing notice of the election with the Internal
Revenuc Service or other governmental authority, in addition to any filing and notification required pursuant to regulations issued under Code
Scction 83(b) or other applicable provision.

5.7 Restrictions on Shares. Each award made hercunder shall be subject 1o the requirement that if at any time the Company delermines
that the listing, registration or qualification of the shares of Commeon Stock subject to such award upon any sccurities exchange or under any
law, or the consent or approval of any govermmental body, or the taking of any other action is necessary or desirable as a condition of, or in
conncction with, the delivery of shares thercunder, such shares shall not be delivered unless such listing, registration, qualification, consent,
approval or other action shall have been cflccted or obtained, free of any conditions not acceptable to the Company, The Company may
require that certificates cvidencing shares of Common Stock delivercd pursuant to any award made hereunder bear a legend indicating that
the sale, transfer or other disposition thereof by the holder is prohibited except in compliance with the Securitics Act of 1933, as amended,
and the rules and regulations thereunder.




5.8  Adjustment. In the event of any cquity restructuring (within the meaning of Financial Accounting Standards Board Accounting
Standards Cedification Topic 718, Compensation—Stock Compensation) that causes the per share value of shares of Common Stock to
change, such as a stock dividend, stock splil, spinofT, rights offcring or recapitalization through an extraordinary cash dividend, the numbcr
and class of securities available under this Plan, the terms of each outstanding Option and SAR (including the number and class of securities
subject 1o cach outstanding Option or SAR and the grant price or hase price per sharg), the terms of cach outstanding Restricted Slock Award
and Restricted Stock Unit Award (including the number and class of securitics subject thercto), the terms of cach outstanding Performance
Award (including the number and class of securities subject thereto), the maximum number of securities with respect to which Options or
SARs may be granted during any fiscal year of the Company to any one grantee, the maximum number of sharcs of Common Stock that may
be awarded during any fiscal year of the Company Lo any one grantee pursuant 1o a Stock Award that is subject 1o Performance Measures or a
Performance Award, as set forth in Section 1.6, shall be appropriately adjusted by the Committee, such adjustments to be made in the case of
outstanding Options and SARs in accordance with Scction 409A of the Code. In the cvent of any other change in corporate capitalization,
including a merger, consolidation, rcorganization, or partial or complete liquidation of the Company, such cquitable adjusiments described in
the foregoing sentence may be made as determined to be appropriste and equitable by the Committee to prevent dilution or enlargement of
rights of participants. In cither casc, the decision of the Commitice regarding any such adjustment shall be final, binding and conclusive.

5.9 Change in Control.

{a}) Impact of a Change in Control. Notwithstanding any other provision of the Plan to the contrary, in the cvent of a Change in
Control:

(i)  If and to the extent that outstanding awards under the Plan arc (A) continued by the Company, (B) assumed by the
successor corporation {or affiliate thereto) or (C) replaced with awards that preserve the cxisting value of the awards at the time of the
Change in Control and provide for subscquent payout in accordance with a vesting schedule and Performance Mcasures, as
applicable, that are the same or more favorable 10 the participants than the vesting schedule and Performance Measures applicable to
the awards, then all such awards or such substitutes therefor shall remain outstanding and be governed by their respective terms and
the provisions of the Plan subject to Section 5.9(a)iv) below.

{(ii) If and to the extent that outstanding awards under the Plan are nol continued, assumed or replaced in accordance with
Section 5.9(3)(i) above, then upon the Change in Control: (A) outstanding Options and SARs shall immediaiely vest and become
excreisable, (B) the Restrction Period applicable to outstanding Restricted Stock Awards and Restricted Stock Unit Awards shall
immediately lapse; and, with respect 1o Restricted Stock Unit Awards, shall be payable immediately in accordance with their terms
or, if later, as of the carlicst permissible date under Code Section 409A, and (C) outstanding Performance Awards granted under the
Plan shall immediately vest and shall become immediately payable in accordance with their terms as if the target level of the

Performance Measures had been achicved or, with respect to completed performance periods, based on the actual level of
achievement.

(iil)  Ifand to the extent that outstanding awards under the Plan are not continued, assumed or replaced in accordance with

Scction 5.9(a)(i) above, then the Board may, in its sole discretion, require outstanding awards to be surrendered to the Company by
the holder, and to be immediately cancelled by the Company, and to provide for the holder to receive a cash payment in an amount
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equal 1o (1) in the case of an Option or an SAR, the aggregate number of shares of Common Siock then subject 1o the portion of such
Option or SAR surrendered multiplicd by the cxcess, if any, of the Fair Market Value of a share of Common Stock as of the date of
the Change in Contrel, over the grant price or base price per share of Common Stock subject to such Option or SAR, (2) in the casc
of a Stock Award or a Performance Award denominated in shares of Common Stock, the aggregate number of shares of Common
Stock then subject 1o the portion of such award surrendered to the extent the Performance Measures applicable to such award have
been satisfied or arc decmed satisfied pursuant to Section 5,9(a}ii}, multiplied by the Fair Market Valuc of a share of Coinmon Stock
as of the date of the Change in Control, and (3) in the case of a Performance Award denominated in cash, the valuc of the
Performance Award then subject 1o the portion of such award surrendered (o the extent the Performance Measures applicable 1o such
award have been satisfied or are deemed satisfied pursuant to Section 5.9(a)(ji).

{iv) Il and 1o the extent that {A) outstanding awards arc conlinued, assumed or replaced in accordance with Sectjon 5.9(a)
{i} above and (B) a participant’s employmenl with, or performance of services for, the Company (or the company resulting from or
succceding to the business of the Company pursuant to such Change in Control) is terminated by the Company for any reason other
than Cause or by such participant for Good Reason, in each case, wilhin the 24-month period commencing on the date of the Change
in Control, then, as of the date of such participant’s termination: (A) outstanding Options and SARs shall immediately vest and
become exercisable, (B) the Restriction Period applicable to oustanding Restricted Stock Awards and Restricted Stock Unit Awards
shall immediately lapse; and, with respect o Restricled Stock Unit Awards, shall be payable immediately in accordance with their
terms or, if later, as of the earliest permissible datc under Code Section 409A, and (C) outstanding Performance Awards granted
under the Plan shall immediately vest and shall become immediately payable in accordance with their terms as if the target level of
the Performance Measures had been achicved or, with respect to completed performance periods, based on the actual level of
achievemenl.

{v) Outstanding Options or SARs that are assumed or replaced in accordance with Sectjon 5.9(8)(1) may be exercised by the
parlicipant in accordance with the applicable terms and conditions of such award as set forth in the applicable Award Notice or
clsewhere; provided, however, that Options or SARs that become cxcrcisable in accordance with Section 5.9(a)(iv) may be cxercised
until the expiration of the criginal full term of such Option or SAR notwithstanding the other ortginal terms and conditions of such
award.

(b} For purposes of this Plan, unless otherwise provided in an Award Notice, “ Change in Control™ means the occurrence of any one
of the following cvents:

(i)  During any twenty-four (24) month period, individuals who, as of the beginning of such period, constitute the Board
(the “Incymbent Direclors™) cease for any reason to constituie at least a majonty of the Board; provided that any person becoming a
dircctor subsequent to the beginning of such period whose election or nomination for clection was approved by a vote of at cast a
majority of the Incumbent Directors then on the Board (eithcr by a specific vote or by approval of the proxy statement of the
Company in which such person is namcd as a nominee for dircctor, without written objection to such nomination) shall be an
Incumbent Director; provided, howeyer, that no individual initially clected or nominated as a director of the Company as a resull of
an actual or threatened election contest with respect to directors or as a result of any other actual or threatened solicitation of proxies
by or on behalf of any person other than the Board shall be deemed to be an Incumbent Dircetor;
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(ii)  Any “person” (as such term is defined in the Fxchange Act and as used in Sections 13(d)(3) and 14(d)(2) of the
Exchange Act) is or becomes a “bencficial owner™ (as defined in Rule 13d-3 under the Exchange Act), dircetly or indirectly, of
securities of the Company representing 20% or more of the combined voting power of the Company's then cutstanding securitics
eligible to vote for the election of the Board (the “Company Voting Securities™), unless the Board, as constituted immediately prior to
the date on which such person acquires such beneficial interest, by resolution negates the cffect of this provision in a particular
circumstance, deeming that resolution 10 be in the best interests of Company stockholders; provided, however, that the event
described in this paragraph {ii) shall not be deemed to be a Change in Control by virtue of any of the following acquisitions: (A} by
the Company or any Subsidiary; (B) by any cmployee benefit plan {or related trust) sponsored or maintained by the Company or any
Subsidiary; (C) by any underwriter temporarily holding sccurilics pursuant 1o an offcring of such sccurities; or (D} by any person of
Company Voting Securities from the Company, if a majority of the Incumbem Board approves in advance the acquisilion of
beneficial ownership of 20% or more of Company Voting Securitics by such person;

(iii))  The consummativn of a merger, consclidation, statutory share exchange or similar form of corporate transaclion
involving the Company or any of its Subsidiarics thal requires the approval of the Company’s stockholders, whether for such
transaction or the issuance of securities in the transaction (2 “Business Combination™), that results in the voling securities of the
Company outstanding immediately prior thereto representing {either by remaining outstanding or by being converied into voting
securitics of the surviving entity) less than 50% of the combined voting power of the voling securilies of the Company or such
surviving entity outstanding immediately after such Business Combination; or

(iv}  The stockholders of the Company approve a plan of complete liquidation or dissolution of the Company or the
consummation of a sale of all or substantially all of the Company’s assets.

Notwithstanding the foregoing, to the extent a payment to be made pursuant to an award upon a Change in Control constitutes deferred
compensation that is subject 1o Section 409A of the Code, and such Change in Control does not constitute a “change in control event,” within
the meaning of Treasury regulations promulgated under Section 409A of the Code, such payment shall be paid at the time i1 is otherwise
scheduled to be paid, without regard to the occurrence of the Change in Control.

(¢) For purposes of this Scction 5.9, “Cause™ means, unless otherwise provided in an Award Notice, a willful cngaging in pross
misconduct materially and demonstrably injurious to the Company. For this purpose, “wiltful” mecans an act or omission in bad faith and
without a rcasonable belief that such act or omission was in or not epposed to the best interests of the Company.

(4} For purposes of this Seclion 5.9, “Good Reason” means, unless otherwise provided in an Award Nolice. the occurrence of any
of the following circumstances (unless such circumstances arc fully corrected by the Company before a participant’s termination of
cmployment or the participant fails 1o provide written notice of such circumstances within 30 days afier the participant becomes, or
reasonably should have become. aware of such circumstances): (A) the Company’s assignment of any duties materially incensistent with the
participant’s position with the Company, or which result in a material adverse alleration in the nature or status ol the responsibilitics of the
participant’s employment; or {B) a material reduction by the Company in the participant’s annual base salary, unless such reduction is part of
a compensation reduction program affecting all similarly situated management employces.
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5.10  Deferrals. The Committee may determine that the delivery of shares of Common Stock or the payment of cash, or a combination
thereof, upon the settlement of all or a portion of any award (other than awards of Incentive Stock Options. Nenqualified Stock Options and
SARs) made hercunder shall be deferred, or the Committee may, in its sole discrelion, approve deferral clections made by holders of awards.
Deferrals shall be for such periods and upon such terms as the Committee may determine in its sole discretion, subject to the requirements of
Section 409A of the Code.

5.11 No Right of Participation, Employment or Service. Unless otherwisc sct forth in an employment agreement, no person shall have
any right to participate in this Pian. Neither this Plan nor any award made hercunder shall confer upon any person any right 1o continued
employment by or service with the Company, any Subsidiary or any affiliale of the Company or affect in any manner the right of the
Company, any Subsidiary or any affiliate of the Company to terminate the employment or scrvice of any persan at any time without liability
hercunder.

5.12 Rights as Stockhelder. No person shall have any right as a stockholder of the Company with respect to any shares of Commen Stock
or other equity security of the Company which is subject to an award hereunder unless and unti! such person becomes a stockhelder of record
with respect to such shares of Common Stock or equity scourity.

5.13 Designation of Bencficiary. To the extent permitted by the Company, a holder of an award may filc with the Company a written
designation of one or more persons as such holder’s beneficiary or beneficiaries (both primary and contingent) in the cvent of the holder's
death or incapacity. To the cxtent an outstanding Option of SAR granted hereunder is cxercisabie, such beneficiary or beneficiaries shall be
cnlitled to exercise such Option or SAR pursuant to procedurcs prescribed by the Company. Fach beneficiary designation shall become
effective only when filed in writing with the Company during the holder’s lifetime on a form prescribed by the Comipany. The spouse of a
married holder domiciled in a community property jurisdiction shall join in any designation of a beneficiary other than such spouse, The
filing with the Company of a new bencficiary designation shall cancel all previously filed beneficiary designations. If a holder fails 1o
designate a beneficiary, or if all designated beneficiaries of a holder predecease the holder, then cach outstanding award held by such holder,
to the exlent vesled or exercisable, shall be payable to or may be exercised by such holder’s executor, administrator, legal representative or
similar person.

5.14  Governipg Law. This Plan, cach award hereunder and the related Award Notice, and all determinations made and actions taken
pursuant thereto, to the extent not otherwise governed by the Code or the laws of the United States, shall be governed by the laws of the State
of Delaware and construed in accordance therewith without giving effect to principles of conflicts of laws.

5.15 Non-U.S, Employees. Without amending this Plan, the Committce may grant awards to cligible persons who are foreign nationals
and/or reside outside the U.S. on such tcrms and conditions different from those specified in this Plan as may in the judgment of the
Committee be nceessary or desirable 1o fosier and promote achievement of the purposes of this Plan and, in lurtherance of such purposes the
Cominittee may make such madifications, amendments, procedures, subplans and the like as may be necessary or advisable to comply with
provisions of laws in othcr countries or jurisdictions in which the Company or its Subsidiaries operates or has employees.

5.16 Award Forfeitures.
(a) Forfciture of Options and Other Awards . Fach award granted hercunder shall be subject to the following additional forfeiture

conditions, to which the participant, by accepting an award hercunder,
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agrees, I any of the evenis specified in Section 5,16(b} occurs (a “ Forfeiture Event™. all of the following forfeitures will result:

{i) The unexcrciscd portion of any Option, whether or not vested, and any other award not then settled (cxcept for an award
that has not been settled solcly due to an clective deferral pursuant to Segtion 5,10 by the participant and otherwise is not forfeitable

in the cvent of any termination of service of the participant) will be immediately forfeited and canceled upon the occurrence of the
Forfeiture Event; and

(i1}  The participant will be obligated to repay the Company, in cash, within five husiness days after demand is made thereol
by the Company, the total amouni of Award Gain (as defined herein) realized by the participant upon each exercise of an Option or
settlement of an award (regardless of any clective deferral pursuant to Section 5.10) that occurred on or after (i) the date that is 12
months before the occurrence of the Forfeiture Event, if the Forfeiture Event occurred while the participant was employed by the
Company or a Subsidiary, or (ii) the date that is 12 months before the date the participant’s employment by, or service as a Dircctor
with the Company or a Subsidiary terminated, if the Forfeiture Event occurred afler the participant ceased to be so employed.

(b)  Events Triggering Forfeiture. The lorfcitures specificd in Section 5,16(a) will be triggered upon the occurrence of any one of
the following Forfciture Events at any time during the participant’s employment by or service as a Dircctor with thc Company or a
Subsidiary or during the one-year period {ollowing termination of such employment or service:

(1) Non-Soli¢itatien. The participant, for his or her own benefit or for the benefit of any other person, company or cntity,
directly or indircctly, (i) induces or attempts to induce or hircs or otherwise counsels, induces or atlempts 1o induce or hire or
otherwisc counsel, advise, cncourage or solicil any person to lcave the employment of or the service for the Company ot any
Subsidiary, {ii) hires or in any manner employs or retains the services of any individual employed by or providing services to the
Company or any Subsidiary as of the date of his or her termination of employment, or employed by or providing services to the
Company or any Subsidiary subsequent to such termination, (iii) solicits, pursues, calls upon or lakes away, any potential customers
of the Company or any Subsidiary, (iv) solicits, pursucs, calls upon or takes away, any potential customer of the Company or any
Subsidiary that has been the subject of a bid, offer or proposal by the Company or any Subsidiary, or of substantial preparation with a
view to making such a hid, proposal or offer, within 12 months before such participant’s termination of employment with the
Cempany or any Subsidiary, or (v) otherwisc intcrferes with the business or accounts of the Company or any Subsidiary.

(i)  Confidential Information. The participant discloses to any person or entity or makes use of any “confidential or
proprictary information™ (as defined below in this Section 5.16(bY2)) for his or her own purpose or for the benefit of any persen or
entity, except as may be necessary in the ordinary coursc of employment with or other scrvice to the Company or any Subsidiary.
Such “confidential or proprietary information™ of the Company or any Subsidiary, includes, but is not limited to. the design,
development, operation, building or manufacturing of products manufactured and supplied by the Company and its Subsidiaries, the
identity of the Company’s or any Subsidiary’s customers, the identity of representatives of customers with whom the Company or
any Subsidiary has dcalt, the kinds of scrvices provided by the Company or any Subsidiary 1o customers and offered 10 be performed
for potential customers, the manner in which such services are performed or offered 10 be performed, the service needs of actual or
prospective customers, pricing information,




information conceming the creation, acquisition or disposition of products and services, customer maintenance listings, computer
software and hardware applications and other programs, personnel information, information identifying, relating te or concerning
investors in the Company or any Subsidiary, joint venture partners of the Company or any Subsidiary, business pariners of the
Company or any Subsidiary or other cntitics providing financing to the Company or any Subsidiary, rcal estale and leasing
opportunitics, communications and telecommunications operations and processes, zoning and licensing matters, relationships with, or
matters involving, landlords and/or propetty owners, and other trade scerets.

(c) Plan Doe¢s Not Prohibit Competition or Qther Patticipation Activitics. Although the conditions set forth in this Section 5,16
shall be deemed to be incorporated into an award, the Plan does not thereby prohibit the participant from engaging in any activity, including
but not limited to competition with the Company and its Subsidiaries. Rather, the non-occurrence of the Forfeiture Events set forth in Section
5.16(b) is a condition to the participant’s right to realize and retain value from his or her compensatory awards, and the consequence under
the Plan if the participant engages in an activity giving rise to any such Forfeiture vent arc the forfeitures specificd herein, This provision
shall not preclude the Company and the participant from entering into other writlen agrcements conceming the subject matter of Scctions
5.16{a} and 3.16(b) and, 10 the cxtent any terms of this Scctipn 5,16 are inconsistent with any cxpress terms of such agreement, this Sgetion
5,16 shall not be deemed to modify or amend such terms.

(d) Commitee Discrelion. The Committee may, in its sole discretion, waive in wholc or in part the Company’s right to forftiture
under this Section 5.16. but no such waiver shall be effective unless cvidenced by a writing signed by a duly authorized officer of the
Company. In addition, the Committce may imposc additional conditions on awards, by inclusion of appropriate provisions in the Award
Notice. Nothing contained herein shall require the Committee to enforce the forfeiture provisions of this Section 5.16. Failure to enforce
thesc provisions against any individual shall not be construed as a waiver of the Company’s right to forfeiture under this Section 5.16.

517 Awards Subject to Clawback. Notwithstanding any other provision of the Plan to the contrary, any participant who is an officer of
the Company whose negligence, intentional or gross misconduct contributes to the Company’s having 1o restatc all or a portion of its
financial statements, will be required to forfeit awards granted under this Plan and any cash payment or shares of Common Stock delivered
pursuant to an award, as determined by the Board of Directors, an authorized commiltee, or its designee, pursuant to the Caterpillar Inc.
Guidelines on Corporate Governance Issues, as adopied on December 7, 2013 and any subsequent amendmenis, including without limitation
any such amendments which the Company may be required to adopt under the Dodd-Frank Wall Street Reform and Consumer Protection Act
and implementing rules and regulations thereunder, or as otherwise required by law.

5.18 Right of Setoff. The Company or any Subsidiary may, to the cxtent permitted by applicable law, deduct from and sct off against any
amounts the Company or Subsidiary may owe 1o the participant from lime to time, including amounts payable in connection with any award,
owed as wages, fringe benefits, or other compensation owed to the participant, such amounts as may be owed by the participant to the
Company, although the participant shall remain liable for any part of the participant’s payment obligation not satisfied through such
deduction and sctoff. By accepting any award granted hereunder, the participant agrees o any deduction or setoff under this Section 5.18.

IN WITNESS WHEREOF, the Company has caused this amendment and restalcment to be cxecuted by its duly authorized represcntative
as of this 16th day of October 2019.
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‘CATERPILLAR INC.

Cheryl Johnson:
Chief Human Resources Officer



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 annual report of Caterpillar Inc. (the “Company™) on Form 10-K for the peried ending December 31, 2019 as [iled with the Sceuritics and
Cxchange Conunission on the date hereof (the “Report™), the undersigned hereby cerlify pursuant 1o 18 U.8.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Aci of 2002, that to the best of our knowledge:

(1} The Repont fully complies with the requirements of section 13(a) or 15(d) of the Securitics and Exchange Act of 1934:

and
) The information contained in the Report fairly presents, in all material respeets, the financial condition and results of operations of the
Company.
February 19, 2020 /57 D, Jnes Unpleby T Chief Executive Officer
D. James Umnpleby 11
February 19, 2020 /3! Andrew R.J, Bonfield Chief Financial Officer

Andrew R.J. Bonlicld

A signed original of this writien statement required by Scction 906 has been provided 10 Caterpillar Inc. and will be retained by Calerpillar Inc. and furnished o the
Securities and Cxchange Commission or ils staff upon request.



EXHIBIT 31.2

SECTION 302 CERTIFICATION

1. Andrew R.J. Bonficld, cenify that;

[ have revicwed this annual report on Form 10-K of Caterpillar Tnc.;

Based on my knowledge, this report docs not contain any untrue statemend of a waterial fact or omit 1 state a material fact necessary 10 make the
stalements made. in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report:

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

The registrant's other centifying ofTicer and [ are responsible for establishing and maintaining disclosure conirols and procedures (as defined in Exchange
Act Rules 13a-153(e) and 15d-15(c)) and internal control over financial reponting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(1)) for the
registrant and have:

a)

b)

<)

d}

designed such disclosure controls and procedures, or caused such discloesure controls and procedures to be designed under our supervision. 10
ensure that material information relating 10 the registrant. including its consolidaled subsidiaries, is made known lo us by others wilhin those
entities, parlicularly during the period in which this report is being prepared:

designed such inlernal control over financial reponing. or caused such intemnal control over financial reporting 1o be designed undcr our
supervision. to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial siatements for
cxlcmal purposes in accordance with generally accepled accounting principies:

evaluated the cffectivencss of the registran’s disclosure controls and procedures and presented in this report our conclusions about the
effectivencss of the disclosure controls and procedures, as ol the end of the period cavered by this report based on such evalualion; and

disclosed in this repont any change in the registrant's internal control over financial reporting that occurred during the registrant’s maost recent
fiscal quaner (the registrant's fourth fiscal quanter in the case ol an annuasl report} that has matenalty atfecied, or is reasenably likely to
materially affect, the registrant’s internal conirol over financial reporting; and

The registrant's other ceftifying officer and | have disclosed, based on our most recent evaluation of internal conirol over linancial reporting, to the
registrant's auditors and the audit commitlee of registrant’s board of directors {or persons perfonning the equivalent functions):

a)

b}

all significant deficiencies and material weaknesses in the desizn or operation of internal control over {inancial reporting which are reasonably
likely 10 adversely alfect the registrant's ability to record, process, suminarize and report financial information; and

any fraud, whether or nol material, that involves management or vther employecs who have a significant role in the registmant's internal control
over financial reporting.

February 19, 2020 /5! Andrew R.J. Bonficld Chief Financial Qfficer
Andrew R.J. Bonfield




EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, D. Jomes Umpleby 11, certify that:

I have reviewed this annual report on Form 10-K of Caterpillar Inc.;

Based on my knowledge, this report docs not contain any untnic statcment of a material fact or omit 1o state o material fact
necessary lo make the stalements made, in light of the circumstances under which such statements were made. not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statcments, and other financial information included in this repont, faicly present in all
material respects the financial condition, results of operations and cash Mows of the registrant as of, and for, the periods
prescoted in this report;

The registram's other certifying officer and | are responsible for cstablishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules [3a-15(c) and 15d-15(e)) and intermal contrel over financial reperling (as
defined in Exchange Act Rules 13a-15(0) and 15d-15(M) for the registrant and have:

a})  designed such disclosurc controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, 10 ensure that material information refating to the registrant, including its consolidated
subsidiarics, is madc known (o us by others within those cniitics, particularly during the period in which this report is
being prepared:

b)  designed such imemal contrel over financial reporling, or caused such internal control over financial reponting to be
designed under our supervision, 1o provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes it accordance with gencrally accepted accounting principles:

cvaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this repont our
conclusions about the cffectiveness of the disclosure controls and procedures. as of the end of the period covered by
this report based on such evaluation; and

c)

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

The registrant's other certifying officer and | have disclosed, based on our mast recent evaluation of internal control over
financial reporting, 1o the registrant's suditors and the audit commitice of registrant's board of direciors (or persons
performing the equivalent tunctions}:

a)  all significant dcficiencies and material weaknesses in the design or operation of internal control over financial
reporiing which are reasonably likely to adversely afTect the registrant's ability to record, process, summarize and
report {inancial 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 comirel over financial repornting,

February 19, 2020 75/ 13 James Umpletv 11 Chiel Executive OfTicer

D. Jumes Umpleby 111



EXHIBIT 23

REGI

We hercby consent to the incorporation by reference in the Registration Statements on Form 5-3 (No. 333-228108), Form S-4 (Nos. 333-121003, 333-183774} and
Fortn §-8 {Nos. 333-196711, 333-135467, 333-168868, 133-168867, 313-32853, 333-32851, 333-168894, 333-133265, 333-111355, 333-128342, 333-219861,
333-170399, 333-214382, 333-186744, 333-192766, 333-170403, 333-141548, 333-133275, 333-115837, 3133-98197, 333-41464, 333-03609) of Caterpillar Inc. of
our report dated February 19, 2020 relating to the financial statements and the effectivencss of internal control over financial reporting, which appears in this Form
10-K.

/s PricewaterhouseCoopers LLP

Peoria, llinois
February 19, 2020
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| Caterplllar Underground Mining Pty. Ltd.
L_Caterplllar Used Eqmpment Services Inc.
Calerpillar Venture Capital Inc.
Caterpnlar Work Tools B. v.
Calerplllar Wurk Tools Inc.
Calerpnlar World Tradmg Corporauon
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Calarprllar LOgISUCS Inc.
! , Caterpillar Logistics Semces China Limited
1 Caterpillar Luxambqurg Group S.erl.
 Caterpillar Luxembourg LLG

f Caterplllar Luxembourg S.a rl.

Caterpliiar Machinery Nantong Co., le
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Catarprllar bverséas Inveslmenl Holding SARL
Catarplllar Overseas Limited
'l Catarprllar Ouerf;aasEAF_lL )
Caterpillar Panama Services S A
r Calarplllar Pavrng Products Inc:
Calerplllar Paving Products Xumou Ltd.
Calarprllar Pension Trust LImrted
Calerprllar Poland Sp.zo.0.
Caterplllar Powar Ganeration Systems (Bangladash) Limited
Calerplllar Power Generatlon Systems L.L.C.
Calerprllar Power Systems Inc
Caterplrlar Power Venturas inlemahonal Ltd
Caterprllar Premsm Saals Koraa
Caterpillar Prodotu Slradalr S rI
! Caterplliar Product Services Corporabon
“ Caterpillar Propulslon AB

Caierplllar Propulslon lntemahonal Tradrng (Shanghal) Co Lid.

| Caterpillar Propulsion Itaty S. R L. o
! Caterplllar Propulsion Namibia (Propneiary) Limited
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Caterplllar R&D Cenlar (Chlna) Co., Lid.
Caterplllar Ramos Anzpa LLC

Calerprllar Ramos Anzpa Servicios S.A. de C.V.
Caterprllar Ramos Anzpe S.deR.L. de C.V.
Caterplllar Reman Powertrain Indiana LLC

' Catarplllar Remanufactunng Drivetrain LLC

Caterplllar Remanufacturing Serwces (Shanghal) Co Ltd
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Caterpiliar France S.A.S.
| Caterpllar FS (QFC) LLG
Caterpillar GB, LL.C.
Caterplllar Global Inveslments Sa rI

Calerplllar Global Mlnlng Eqmpmenl LLC

Caterpillar Global Mlmng Europe GmbH

CTalerpﬁlar. Global Mining Expanded vaduéls Pty Ltd -
Calerplllar Global Mlnlng Germany Holdmgs Gran
Calarplllar G!obal Mlmng HMS GmbH

Calerpﬂlar Global Mlmng Hong Kong AFC Manufaclunng Holding Co., Limited

Caterpillar Glcbal Mining Hong Kong Limited
Caterpillar Global Mlnmg LLC

Calerplllar Global Mlnlng Mexico LLC
Calarplllar Global Mining Pty. Ltd

Calarplllar Global Mining SARL
Caterpiliar Global Services LLC o
' Calerplllar Holdlng (Flam;e) S, AS.

Caterpillar Holding Genna.ny GmbH
Caterpillar Holdlngs Australia Pty Lid.
Caterpiltar Hungary Componenls Manufaclunng ud.
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CBtEI'pI“aI' Irnpact Products erlted
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' Caterpillar Industries ( (Pty) Ltd
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Catarpillar Insurance Holdings Inc.
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lCaterplIIar Commarclal Serwces SAR L

, Catempillar Commumcallons LLC

| Caterplllar Corporatwo Mexlco S. de R L. d_eCV
| Caterpillar Cote D Ivonre SARL

Caterpillar ¢ Crédno S.A. de C.V, SOFCM, EN.R.
Caterplliar DC Pension Trust Limited
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Calerplllar Distribution Sewlcas—Eh_rope B.V. B.A i
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EXHIBIT 21

CATERPILLAR INC.
List of Subsidjaries and Affiliated Companies

(as of December 31, 2019)
Direct and Indirect Wholly-Owned Subsidiaries
Name of Company Where Organized
Advanced Tri-Gen Power Systems, LLC™ Delaware
Anchor Coupling Inc. Delaware
‘Asia Power Systems (Tlanjin)Lid.. China
Banco Caterpillar S A. Brazil
Bucyrus Australia Surface Pty. Ltd. Australia
Bucyrus Europe Holdings, Ltd. England and Wales

.Bucyrus Eyrope Limited

England and Wales

Bucyrus Intemationat (Chile) Limitada

Chile

Bucyrus International (Peru) S.A. . Peru

Bucyrus Mining Australia Pty. Lid. Australia
Bucyrus Mining China LLC ' - . Delaware
Bucyrus UK Limiled England and Wales
Caterplliar (Africa) (Propriatary) Limited South Africa
Caterpillar {China) Financial Leasing Co., Ltd. China
Caterpillar (Ching) Investment Co.,_Lta. ' . China
Calerpillar (Chlna) Machinery Components Co., Ltd. China
Caterplllar {HK) Limitad Hong'Kaong |
Caterplliar (Langfang) Mining Equipment Co., Lid. China
Caterpillar. (Luxembourg) Invesiment Co. S.ar.l. Luxembourg
Calerpillar (Newberry} LLC Delaware
Caterpillar (NI) Limited " - . Northem Ireland
Caterpillar (Qingzhou) Ltd, China
Caterplllar {Shanghai) Trading Co., Ltd. . N _ - China
Caterplilar (Suzhou) Co., Ltd. China
Calerpillar (Suzhou) Logistics Co., Ltd, - China
Catarpillar (Thailand) Limited Thailand
Caterpillar {LJ.K.) Limited England and Wales
Caterpillar (Wuliang) Ltd. China
Caterplilar (Xuzhou) Ltd. China
Caterpillar (Zhengzhou) Ltd, China
Calarpillar Acguisition Holding Corp. " Delaware’
Caterplllar Americas C.V. Netherlands
Caterpllilar Americas Co. | . Delawzare
Caterpillar Americas Funding Inc. Delaware
Calerpillar Americas Mexico, S. de R.L. de C.V. o Maxico
Caterpillar Asia Limited Hong Kong
Caterpillar Asia Paciflc L.P. i Bermuda -
Caterplilar Asla Pte. Ltd, Singapore
Caterpillar Asset Intelligence LLC : Delaware
Caterpiliar Belgium Holding 5.A. Balgium
Caterpillar Brasil Comercio de Maquinas e'Pecas Ltda. | Brazil
Caterpillar Brasil Ltda. Brazll
Caterpifiar Brazil LLC . Dealaware
Caterpillar Castings Kled GmbH Gemany
Caterpillar Cantro de Formaclon, S.L. \ Spain
Caterpillar China Limited Hong Kong
Caterplllar Commerclal Australia Pty. Ltd. - Australia
Catempillar Commerciai LLC Delaware
Catemillar Commercial Northern Europe Limited England and Wales,
Caterpillar Commercial S ARL. France




unfunded, and the right of a Participant or his Beneficiary to receive benefils under the Plan shall be an
unsccured claim against such assets. All amounts accrued by Paricipants hereunder, or designated assets
acquired or held by the Comipany in connection with its obligation hereunder, shall constitutc gencral assets of
the Company and may be disposcd of by the Company at such time and for such purposes as it may dcem
appropriate. To the extent the Company made contributions to an insurance contract, such contributions shall
be available to pay the claims of the Company's general creditors in the event of the Company’s insolvency.”

11, Section 14.5 is amended in its entirety to read as follows:

“14.5 Subjcct to Scction 14.1, any insurance contract and other designated assets acquired and held by the Company

in connection with its obligation hereunder shall be the sole source of benefils under this Plan, and each
cmployce, Participant, Beneficiary, or any other person who shall claim the right to any payment or benefit
under this Plan shall be entitled to look only to such assets for payment of benefits, The Company shall have
no further hability to make or continue from its own funds the payment of any benefit under the Plan,”

12.  This First Amendment amends only the provisions of the Plan as sct forth hercin, and those provisions not cxpressly

amended shall be considered in full forec and cffect. Notwithstanding the foregoing, this First Amendment shall supersede the

provisions of the Plan to the extent those provisions are inconsistent with the provisions and the intent of this First Amendment.

IN WITNESS WHEREOF, Caterpillar Inc. has caused this First Amendment to be executed as of this 12th day of

December 2019.

CATERPILLAR INC.

s/ Chervl H, Jofnson

Cheryl H. Johnson
Chief Human Resources Ofticer



4. Anticle IV is amended to add the following Section 4.6 to the end thereof:

“4.6 Lump Sum Distributions as Normal Form. Notwithstanding the forcgoing, cffective January 1, 2020, a

Participant who has terminated employment with a Vested Percentage and has not commenced his or her
benefits prior to January 1, 2020 shall have such benefit paid in the form of a flump sum that is the Actuanal
Equivalent of the Participant’s Accrued Benefit.”

5. Section 6.] is amended to add the following subscction (F) to the end thereof:

“(F) Notwithstanding the foregoing, cffective January 1, 2020, a Spousc or cligible child that is eligible to receive
a benefit pursuant Lo this Section 6.1 and who has not commenced his or her benefits prior te January 1, 2020
shall have such benefit paid in the form of a lump sum. For purposes of the benefit paid to an eligible child,
such benefit will be calculated as though the eligible child is a full-time student.”

6. Article VIII is amended to remove Scctions 8.1, 8.2 and 8.3 and renumbering the rest of the Article (and any cross-
references thereto) accordingly.
7. Section 8.4 (Section 8.1, as renumbered in accordance with this First Amendment) is amended in its entirety to read as

follows:

“8.1 Pavment Currency. Effective January 1, 2020, the Retirement Benefit will be paid in U.S. Dollars. A
Participant or Bencficiary may not elect to have his or her Retirement Benefit converted into any other
currency.”

8. Article IX 1s amended to remove Section 9.2.

9. Scction 11.1 is amended in its entircty to rcad as follows:

“11.1  Employer Contributions. The Company is under no obligation 10 make any contributions under the Plan afier
the Plan is terminated, whether or not bencefits accrucd or vested prior to such date or termination have been
fully funded.”

10. Section 14.1 is amended in 11s entirely to read as follows:

“14.1 For pericds before January |, 2005, this Section is intended to clarify the Plan as in effect since it was
established. To the extent that the Company acquires or holds designated asscts in connection with its
obligation hereunder, the Plan at all times shall nonctheless be entirely




Exhibit 10.35

FIRST AMENDMENT
TO THE
SOLAR TURBINES INCORPORATED PENSION PLAN
FOR EUROPEAN FOREIGN SERVICE EMPLOYELES

Solar Turbincs Incorporated (the “Company™) sponsors the Solar Turbines Incorporated Pension Plan for European Foreign
Service Employees (the “Plan™). By a document dated March 24, 2015, the Plan was most recently amended and restated effective
January 1, 2015. Pursuant to Article XIII of the Plan, the Company and the Company's parent, Caterpillar nc., have reserved the
right to amend the Plan, in whole or in part, at any time. By this instrument, Caterpillar Inc. amends the Plan to: (i) provide that
benefits will be paid in the fonm of a lump sum only; (ii) clarify that the Plan will no longer be funded by an insurance contract; and
{in) make certain other clarifying changes deemed appropriatc.

1. This First Amendment shall be effective as of January 1, 2020.

2. Section 1.17 is amended in its entirety to read as follows:

“1.17 ‘Retirement Benefit’ means the benefits provided to Participants and their Beneficianies in accordance with the
applicable provisions of Anticles [V, V and VI. The Retirement Benefit will be computed in U.S. Dollars and
is paid in U.S. Dollars.”

3. Scction 3.2 is amended in its cntircty 1o read as follows:

“32  Early Retirement Date. Each Participant whose employment is terminated prier to his Normal Retirement
Date, but after he has attained age 55 and completed at lcast 10 ycars of Credited Service or 10 years of
continuous service with the Company {whichever is first to occur), may clect to retire with the approval of the
Company. Such Participant’s Early Retirement Date shall be the first day of the month next following the
menth in which such icnnination of employment occurs. Early Retirement Benefits will be determined in
accordance with Article 1V,




period shall not exceed two and one-half months from the date of the Participant's Separation from Service.”

12, Scction 3.4(a) of the Plan is hereby amended in its entirety to read as follows:

“(a) Supplemental Matching Credit. The Supplemental Matching Credit shall be in an amount
equal to: (1)} 6% times the Maximum Matching Contribution Percentage of Base Pay deferred by the Participant as
Supplemental Deferrals and (2) the Maximum Matching Contribution Percentage of the STIP Pay and Lump- Sum
Awards deferred by the Participant as Supplemental Deferrals (up 1o a maximum deferral of 6% of the Participant's
STIP Pay and Lump-Sum Awards for the Plan Year). The amount credited pursuant to this paragraph (a) shall be
allocated to the Supplemental Matching Credit Account maintained for the Participant.”

13.  Effective January [, 2020, Article V of the Plan shall be amended to replace any reference to “401(k) Retirement Plan™
with “401({k) Plan™.

14, This Third Amendment amends only the provisions of the Plan as set forth herein, and those provisions not expressly
amended shall be considered in full force and cffect. Notwithstanding the foregoing, this Third Amendment shall supersede the

provisions of the Plan to the extent those provisions are inconsistent with the provisions and the intent of this Third Amendment.

IN WITNESS WHEREOF, thc Company has caused this Third Amendment to be executed as of this [2th day of

December 2019,

CATERPILLAR INC,

5/ Chervl H Jolnson
Cheryl H. Johnson

Chief Human Resources Officer



of the Code). If an individual’s active participation is discontinued, the individual's Deferral Agreements shall be
cancelled and the individual will not be cntitled to make Defcrrals or to receive Matching Credits or Nen-Elective
Contribution Credits under the Plan. The individual will not be cntitled to receive a distribution, however, until the
occurrence of another event (e.g., death or Separation from Service) that entitles the Participani 1o receive a
distribution. The Participant’s accounts will continue to be adjusted to reflect investment earnings or losses in
accordance with Section 5.1 until the accounts are distribuled.”

10, Scction 3.1(c) of the Plan is hereby amended in its entirety 1o read as follows:

“( ¢ ) Revocation. The Plan Administrator shall terminate a Participant’s election to make
Supplemental Deferrals and/or Excess Deferrals if the Participant has made a withdrawal due to Unforesceable
Emergency as provided in Section 6.10, but only to the extent that terminating the election would help the Participant
Lo meet the related emergency need; provided that, any such Participant shall be permitted to complete a new Deferral
Agreement during the annual election period described in Scction 3.1(a), subject to the applicable restrictions in this
Section 3.1 and Section 3.2.7

11. Section 3.2(b) of the Plan is hereby amended in its entirety to read as follows:

“( b ) Deferral of Incentive Compensation. Dcferral Agreements that relate to the deferral of

Incentive Compensation shall be completed by the Participant and delivered to the Plan Administrator prior to the
date that is six months before the end of the performance period to which the Incentive Compensation relates. The
Deferral Agreement will remain in cffeet with respect to all future Incentive Compensation until changed by the
Participant in accordance with the preceding sentence. The Plan Administrator, in his discretion, may require an
carlicr time by which the election to defer Incentive Compensation must be completed. In addition, the Plan
Administrator, in his discretion, may require that Participants make scparate clections for onc or more different types
of Incentive Compensation (e.g.. STIP Pay and Lump-Sum Awards). Notwithstanding any provision of the Plan 1o
the contrary, a Deferral Agreement shall also apply to Incentive Compensation paid to a Participant after the
Participant's Separation from Service bul within a time period identified by the Plan Administrator in its sole
discretion and in a uniform and non-discriminatory manner, which time




8. Effective January 1, 2020, Scction 2.1 of the Plan is hereby amended it its entirety to read as follows:

“2.1 Eligibility and Participation. An employce shall be eligible to participate in the Plan as of the first
day of the first pay period that commences in the month next following the date that he (a) is in salary grade 28 or

higher pursuant 1o the Company’s standard salary grades; and (b) is eligible 10 make elective deferrals 10 the 401(k)
Plan, provided., that, (i) for an employce first promoted to salary grade 28 or higher, clause (a) shall be satisficd after
the employce’s supervisor has completed all administrative requirements to effeet such promotion; and (ii) clause (b)
shall not apply if he had already made elective deferrals equal to or in excess of the applicable dollar amount for
purposes of Section 402(g) of thc Code and (if applicablc) catch-up contributions equal to or in excess of the
applicable dollar amount for purposes of Sections 402{g) and 414(v){2)(B) of the Code or he had already received
compensation in excess of the applicable dollar limitation under Section 401(a)(17) of the Cede, for such calendar
year. Notwithstanding the foregoing, if an employce is employed in a division of the Company or by an Affiliate that
does not use the Company’s standard salary grades, such employee shalil be eligible to participate in the Plan if he (1)
is in a salary grade that is considered in all respects to be the equivalent of a salary grade 28 or higher pursuant to the
Company’s standard salary grades; and (2) is cligible to makc clective deferrals to the 401(k) Plan, provided, that,
clauses (1) and (2) shall be subject 1o the rules described in clauses (a) and (b) of this Section 2.1. The Plan
Administrator shall detecrmine in a uniform and nondiscriminatory manner whether a salary grade is cquivalent for
this purpose.”

9. Effective January 1, 2020, Section 2.2 of the Plan is hereby amended it its entircty to rcad as follows:

“2.2 Discontinuance of Participation. The Plan Administrator shall discontinue an individual's active

participation in the Plan if the individual is no longer in a salary grade of 28 or higher {or the equivalent, as described
above), or no longer is eligible to make elective deferrals to the 401(k) Plan (other than by reason of the individual’s
clective deferrals during a calendar year reaching the applicable dollar limitation under Scction 402(g)(1) of the Code
or the individual’s recciving compensation for the calendar ycar in excess of the applicable dollar limitation under
Section 401{a){(17)




4. Scction 1.1(dd} of the Plan (or effective January 1, 2020, Scction 1.1(bb) as renumbered in accordance with this Third

Amendment) is hereby amended in its entirety to read as follows:

“(dd) *“Incentive Compensation™ means STIP Pay and Lump-Sum Awards.”

5. Effective January 1, 2020, Section 1.1(gg) of the Plan (Section 1.1{ce) as renumbered in accordance with this Third

Amendment) shall be amended in its entirety to read as lollows:

“(gg) “Maximum Matching Contribution Percentage™ mcans the same matching contribution
that is applicable to the Parlicipant in the 401(k) Plan. For purposes of this Section 1.1(gg), an individual participates

in the 401(k) Plan if such individual is eligible to make clective deferrals under such 401(k) Plan (without regard to
the limitations of Sections 402(g) or 401(a)(17) of the Code).”

6. Scction 1.1(hh) of the Plan {or effective January 1, 2020, Scction 1.1{ff) as renumbered in accordance with this Third

Amendment) is hereby amended in its cntirety 1o rcad as follows:

“(thh) “NEC Eligibl¢ Pay” means the sum of Basc Pay and Incentive Compensation, minus 401(k)
Plan Compensation. The Plan Administrator shall determine NEC Eligible Pay for all Participants in a uniform and
nondiscriminatory manner. Notwithstanding any provision of the Plan to the contrary, NEC Eligible Pay will include
such amounts paid to a Participant after the Participant's Scparation from Service but within a time period identificd
by the Plan Administrator in its sole discretion and in a uniform and nondiscriminatory manner, which time period
shall not exceed two and one-half months from the date of the Participant’s Separation from Service.”

7. Section l.] of the Plan is hereby amended to remove Scetion 1.1(tt) (or effective January 1, 2020, Section 1.1(r7} as
renumbered in accordance with this Third Amendment) and renumbering the rest ot the Section (and any cross-references thereto)

accordingly.




Exhibit 10.32

THIRD AMENDMENT
TO THE
CATERPILLAR INC,
SUPPLEMENTAL DEFERRED COMPENSATION PLAN

Effective as of January [, 2005, Caterpillar Inc. (the “Company™) established the Caterpillar Inc. Supplemental Deferred
Compcensation Plan (the “Plan™). By a document dated May 9, 2017, the Plan was most recently amended and restated effective May
15, 2017. Pursuant to Article [X of the Plan, the Company has reserved the right to amend the Plan in whale or in part, at any time.
By this instrument, the Company amends the Plan to: (i) remove references to SPP Pay, (1) clarify that deferral elections are no
longer suspended for a period of six-months after a participant obtains a hardship distribution under a 401(k) Plan, and (iii) reflect
the merger of the Caterpillar 401(k) Retirement Plan with and into the Caterpillar 401(k) Savings Plan.

l. This Third Amendment shall be effective as of January 1, 2019, unless otherwise specified herein.

2. Effective January 1, 2020, Scction 1.1(a) of the Plan shall be amended in its entirety to read as follows:

“(a}  “401(k) Plan” means the Caterpillar 401(k) Savings Plan, as such plan may be amended or any
successor 1o such plan, to which the Participant is eligible to make elective deferrals (without regard to the limitations of
Scctions 402(g) or 401(a)(17) of the Code) or to receive Company non-elective contributions as of the date the Participant’s
corresponding credits under this Plan are determined.”

3. Effective January 1, 2020, Section 1.l of the Plan shall be amended to remove Sections 1.1(c) and (d) and renumbering

the rest of the Section (and any cross-references thereto) accordingly.
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IN WITNESS WHEREOF, the Coinpany has caused the Plai to be cxecuted by its duly authorized representative as of the
12th day of December 2019, '

Caterpillar Inc,

A/ Chervl H, Johnson

Cheryl H, Johnson
Chief Human Resources Officer
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(2) Determination of Unforesecable Emergency. Only a spouse recognized for purposes of federal law

shall be considered a **spouse” for purposes of applying the definition of “Unforeseeable Emergency™ in Section 1.1{cc).

(3} Domestic Relations Orders. Only a spouse recognized lor purposes of federal law or another “alternate
payce” (as defined under Scction 414({p) of the Code) may enforce a domestic relations order against the Plan or a Participant’s

interests hercunder pursuant Lo Section 8.6.

8.13 Determipation of “spouse™ The term “spouse” means the person who is the Participant’s spouse for federal tax
purposes.

*** SIGNATURE PAGE FOLLOWS ***
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virtue of any changes to the applicable limitations under Scctions 401(a)(17) and 415 of the Code or otherwisc.

(D Yesting Service Continues. For avoidance of doubt, a Participant shall continue to receive vesting service for
any period of employment an ar afier the applicable freeze date referenced in this Section 8.11 for purposes of determining his or
her vesting under Section 4.1 and his or her eligibility lo commence benefits under Section 5.2(d).

8.12 i for Partici i -Sex D i

(a) Generally. Effcctive January 1, 2013, except as specified under this Section 8.12 or as prohibited by applicable
law. to the extent the Plan provides for any benc{il, right, feature, restriction, or obligation relating to, or upon, a Participant’s
“spousc”. “Beneficiary™, “survivor”, or “surviving spousc” (or any individual having a similar relationship to the Participant), the
Plan Administrator shall also apply such benelit, right, feature, restriction, or obligation to a Participant’s “same-sex doemestic
pariner” {as defined in (b) below) in a uniform and non-discriminatory manner that is similar lo how an opposile-gender spouse

would be treated under the Plan.

(b) Definition of “Same-Sex Domestic Partner”, For purposes of this Section 8.12, the term “same-sex domeslic
partner” means the sole, same-sex person who is in a marriage, civil union, domestic partnership, or lcgal rclalionship simifar
therato, with the Participant as recognized under the laws of the federal government or a state government of the United States of
America, including its territories and possessions and the District of Columbia (or, with respect to any other country, legally
rccognized by the cquivalent government(s) thercof). The Plan shall continue to trcat such relationship as a same-sex domestic
parinership, regardless of whether the Participant and his same-sex domestic partner remain in the jurisdiction where the relationship
was legally entered into. In the event more than one person meets this definition for a given Padicipant, then the “same-sex
domestic partner” shall be the person who first met the criteria in this definition. Notwithstanding anything herein to the contrary, il
a Participant has a spousc recognized for purposes of federal law, no person will qualify as the Participant’s samc-sex domestic
partner unless such Participant’s marriage to such spouse is first lawfully dissolved. Except with respect to determining the length of
time the same-sex domestic partner has satisfied the definition of same-sex domestic partner under the Plan, a Participant shall be
considered to have a same-sex domestic partner only with respect to periods beginning on or after January 1, 2013, regardless ol
wlen such same-sex partnership was created.

{c¢) Exceptions.
(1) Defermination of Status as a “married Participant™. For purposes of Section 5.2(c)(1), a Participant

shall be considered a “married Participant™ only if the Participant has a spousc recognized for purposes of federal law. For avoidance
of doubt, a Participant with a same-sex domestic partner is considered to be an “unmarried Participant” and is not required to obtain
the same-sex domestic partner’s consent for the election of any form of payment provided under the Plan, and the normal form of
benefit for purposes of Section 5.2(c)}(1) for any such Participant shall be a single life annuity for the Participant’s lifc.
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liable to any Participant, former Participant, Beneficiary or other person for any claim, loss, liability or expensc incurred in
connection with the Plan.

8.10 OQOverpavments. If it is determined that the benefits under the Plan should not have been paid or should have been paid
in a lesser amount, written notice thereol shall be given to the recipient of such benefits (or his legal representative)} and he shall
repay the amount of overpayment to the Company. If he fails to repay such amount of overpayment promptly, the Company shall
arrange to recover for the Plan the amount of the overpayment by making an appropriate deduction or deductions from any future
benefit payment or payments payable to that person (or his survivor or beneficiary} under the Plan or from any other benefit plan of
the Company.

8.11 Plan Frozen. As a result of the freeze of RIP, participation and benefit accruals are frozen under the Plan. This
Section 8.11 provides clarification regarding the frecze of the Plan.

(a) Participation Frozen. The Plan is frozen to (1) all employees hired after November 30, 2010 and (2) all
cmployees rehired after December 31, 2010. Any employee hired or rehired after the applicable date in the preceding sentence shall
not be eligible for the Plan and, in the case of a rehire, shall accrue no additional benefits under the Plan for any period of
employment after such date. Similarly, the Plan is frozen (o all individuals hired or rehired by the Company or any Affiliate thereof
prior to the appticable date in the first sentence who, as of such date, were not Participants in the Plan and therefore such individuals
will never become cligible to participate in the Plan.

(b) Benefits Frozen — Non-Sunset Participants. Effective January 1, 2011, the Plan is frozen with respect to any

Participant who is not classified as a Sunset Participant on December 31, 2010. Any Participant who was not a Sunset Participant on
December 31, 2010 shall no longer accrue any additional benefits under the Plan for periods of employment on or after January I,
2011,

(¢) Benefits Frozen — Sunsect Participants.

(1Y The Plan is frozen with respect lo any Participant who is a Sunsel Participant on December 31, 2010, but
who latcr losces his status as a Sunset Participant, on the date such Participant loscs status as a Sunset Participant.

(2) Effective January 1, 262G, the Plan is frozen for all employces including by way of cxample but not
limitation, Sunset Participants.

(d) Plan Completely Frozen — January 1. 2020. For avoidance of doubt, no individual shall: (1) become a new
Participant in the Plan afler November 30, 2010 regardless of hire date or transfer date; and (2) accrue any benefits under the Plan
for any period of employment on or afier January 1, 2020,

(¢} No Reallocation of Benefits. For avoidance of doubi, effective as of January 1, 2020, no benelit payments shail
be reallocated from the Plan to RIP, or from RIP o the Plan, by
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8.2 No Guaranty of Benefits. Nothing contained in the Plan shall constitutc a guaranty by the Company or any other
person or enlily thal the assets of the Company will be sufficient to pay any benefit hereunder.

8.3 No Enlargement of Emplovee Rights. No Participant shall have any right to receive a distribution from the Plan
cxcept in accordance with the terms of the Plan. Participation in the Plan shall not be construed to give any Participant the right to be
retained in the service of the Company or an Adopting AfTiliate.

8.4 Section 409A Compliance. The Company intends that the Plan meet the requirements of Section 409A of the Code
and the guidance issued thereunder. The Plan shall be administered, construed and interpreted in a manner consistent with that
intention,

8.5 Spendthrift Provision. No interest of any person or entity in, or right to receive a distribution under, the Plan shall be
subject in any manner to sale, transfer, assignment, pledge, attachment, garnishment, or other alicnation or encumbrancc of any kind:
nor shall any such interest or right to reccive a distribution be taken, cither voluntarily or involuntarily, for the satisfaction of the
debits of, or other obligations or claims against, such person or entity, including claims in bankruptcy proceedings. This Section shall
not preclude arrangements for the withholding of taxes from deferrals, credits, or benefit payments, arrangements for the recovery of
benefit overpayments, arrangements for the transfer of benefit rights to another plan, or arrangements for direct deposit of benefit
payments to an account in a bank, savings and loan association or credit union (provided that such arrangement is not part of an
arrangement constituting an assignment or alienation).

8.6 Domestic Relations Orders. Notwithstanding any provision of the Plan to the contrary, and to the extent permitied by
law, the amounts payable pursuant to the Plan may be assigned or alienated pursuant to a “Domestic Relations Order™ (as such term
is defined in Scetion 414(p)}{1}B) of the Code), subject to such uniform rules and procedures as may be adopted by the Plan
Administrator from time to time.

8.7 Incapacity of Recipient. If the Plan Administrator 1s served with a court order holding that a person entitled 10 a
distribution under the Plan is incapable of personally receiving and giving a valid receipt for such distribution, the Plan
Administrator shall postpone payment until such lime as a claim therefore shall have been made by a duly appointed guardian or
other lcgal representative of such person. The Plan Administrator is under no obligation to inquire or investigale as 1o the
compelency of any person cntitled to a distribution. Any payment to an appointed guardian or other legal representative under this
Section shall be a payment for the account of the incapacitated person and a complete discharge of any liability of the Company and
the Plan therefor.

8.8  Successors. The Plan shall be binding upon the successors and assigns of the Company and upon the heirs,
beneficiaries and personal representatives of the individuals who become Participants hereunder.

8.9 Limitations on Liability. Notwithstanding any of the preceding provisions of the Plan, neither the Plan Administrator,
the Director, or the Company, nor any individual acting as the Plan Administrator’s, the Director’s, or the Company’s employee,
agent, or representative shall be
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6.3 Claims Procedures. Bencfit claims under the Plan shall be resolved in accordance with Code Section 409A and
uniform and nendiscriminatory procedures adopled by ihe Plan Administrator in accordance with Section 503 of ERISA.

ARTICLE VII
AMENDMENT

7.1 Amendment. The Company reserves the right at any time to amend, modify or suspend any or all of the provisions of
this Plan, in whole or in part, at any time as designated by a written instrument duly adopted on behalf of the Company.

7.2 Effect of Amendment. Any amendment of the Plan shall not dirceily or indirectly reduce the bencfits previously
accrued by the Participant.

7.3 Terminatign. The Company cxpressly reserves the right 1o terminate the Plan.

{a) General. In the cvent of termination, the Company shall specify whether termination will change the time at
which distributions are made; provided that any acceleration of a distribution is consistent with Section 409A of the Code. In the
absence of such specification, the timing of distributions shall be unaffected by termination.

(b) GSCS Terminatign. Pursuant to the Company’s authority to terminate the Plan, the Plan is irrevocably
terminated with respect to all GSCS Participants upon the GSCS Closing Date and no GSCS Participant shall accrue any benefits
under the Plan for any purposc after the GSCS Closing Date. Pursuant to tcrmination of the Plan with respect to GSCS Participants
pursuant to this Section 7.3(b), the presenl value of ecach GSCS Participant’s benefit amounts payable under the Plan shall be
distributed to the GSCS Participant in a single sum amount as soon as practicable alter the GSCS Closing Date, but in no event later
than December 31 next following the GSCS Closing Date. Termination of the Plan with respect to GSCS Participants will change
the time at which distributions are made to GSCS Participants. Payments to GSCS Participants pursuant to this Section 7.3(b) are
intended to comply with section 409A of the Code and applicable guidance issued thereunder.

ARTICLE VIl
GENERAL PROVISIONS
8.1 Participant’s Rights Linsecured. The Plan at all times shall be entirely unfunded and no provision shall at any time be

made with respect to segregating any asscls of the Company for payment of any distributions hercunder. The right of a Participant or
his or her Beneficiary to receive benefits hereunder shall be an unsecured claim against the general assets of the Company, and
neither the Paricipant nor his Beneficiary shall have any rights in or against any specific assets of the Company. All amounts
accrued by Participants hereunder shall constitute general assets of the Company and may be disposed of by the Company at such
time and for such purposes as it may deem appropriate. Nothing in this Section shall preclude the Company from establishing a
“Rabbi Trust,” but the assets in the Rabbi Trust must be available to pay the claims of the Company’s general creditors in the event
of the Company's insolvency.
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6.2 General. The Plan Administrator shall perform the dutics and exercise the powers and discretion given to him in the
Plan document and by applicable law and his decisions and actions shall be final and conclusive as to all persons affected thereby.
The Company and the Adopling Aftiliates shall fumish the Plan Administrator with all data and information that the Plan
Administrator may reasonably require tn order to perform his functions. The Plan Administrator may rely without question upon
any such data or information.

(a) Disputes. Any and all dispules that may arisc invelving Participants or beneficiaries shall be referred to the Plan
Administrator and his decision shall be final. Furthermore, if any question arises as to the meaning, inlerpretation or application of
any provisions of the Plan, the decision of the Plan Administrator shall be final,

(b) Agents. The Plan Administrator may engage agents, including recordkeepers, to assist him and he may engage
Icgal counsel who may be counse! for the Company. The Plan Administrator shall not be responsible for any action taken or omitted
10 be taken on the advice of such counsel, including writien opinions or certificates of any agent, counsel, actuary or physician.

(c) lnsuranpce. At the Director’s request, the Company shall purchase liability insurance to cover the Dircctor in his
activities as the Plan Administrator.

(d) Allocations. The Plan Administrator is given specific authority to allocate responsibilities to others and to
revoke such allocations. When the Plan Administrator has allocatled authority pursuant to this paragraph, the Plan Administrator 1s
not to be liable for the acts or omissions of the party to whom such responsibility has been allocated.

{e) Records. The Plan Administrator shall supervise the establishment and maintenance of rccords by his agents,
the Company and each Adopting Affiliate containing all relevant data pertaining to any person affected hereby and his or her rights
under the Plan.

(f) Interpretations. The Plan Administrator, in his sole discretion, shall interpret and construe the provisions of the
Plan (and any underlying documents or policies).

(2)  Electronic Administration. The Plan Administrator shall have the authority to employ alternalive means
(including, but not limited to, clectronic, internet, intranct, voice response or telephonic) by which Participants may submit
elections, directions and forms required for participation in, and the administration of, the Plan. If the Plan Administrator chooses to
use these alternative means, any elections, directions or forms submitted in accordance with the rules and procedures promulgated
by the Plan Administrator will be decmed to satisfy any provision of the Plan calling for the submission of a written clection,
dircction or form.

{(hy Delegation. The Plan Administrator may delegate his authority herecunder, in whole or in part, in his sole and
absolute discretion.
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Participant’s Beneficiary will be paid as scon as administratively feasible afier the daie of the Participant’s death.

(3) Certain Choice Participant Bepefits. Any benefits that become payable to a Choice Participant

following Separation from Service shall be paid on the first day of the month that is at least six menths afier the Participant’s
Separalion from Service. Notwithsianding the foregoing, in the event of the Participant’s death, any benefit payable 1o the
Participant’s Beneficiary will be paid as soon as administratively feasible after the date of the Participant’s death.

53 Automatic Lump Sum Distributions. Notwithstanding any provision of the Plan to the conirary:
(a) Certain Distributions on or After January 1, 2005, But Prior to January 1, 2009. Effective as of January 1,

2005, but prior to January 1, 2009, if the actuarial equivalent present value of an individual’s benefit amounts payable under this
Plan (as determined in accordance with the applicable actuarial assumptions in effect under RIP as of the individual’s Benefit
Detertnination Date) is less than or equal to $10,000, the individual’s benefit amounts under the Plan shal! be distribuled in a single
sum amount as soon as administratively feasible on or afier such Benefit Determination Date.

(b) Certain Distributions or or After January 1, 2009. E(Teclive January 1, 2009, if the sum of (i} the actuarial

equivalent present value of an individual’s benefit amounts payable under this Plan (as determined in accordance with the applicable
actuarial assumptions in effect under RIP as of the individual’s Benefit Determination Date) and (ii) the interest, if any, credited on
such amounts through the individual’s Benefit Payment Date (as determined in accordance with the applicable provisions of Section
5.2(c)) 1s less than or cqual to the dollar limitation under Section 402(g)(1){B) of the Code in cffect for the calendar year in which
the individual’s Benefit Payment Date occurs, the individual’s benefit amounts under the Plan shall be distributed in a single sum
amount equal to the sum of (i) and (ii) above as soon as administratively feasible on or after such Benefit Payment Date.

5.4 MWithholding. All distributions will be subject to all apphcable tax and withholding requircments.

5.5 Ban on Acceleration of Benefits. Neither the time nor the schedule of any payment under the Plan may be accelerated
excepl as permilled in regulations or other guidance issued by the Iniernal Revenue Service or the Department of the Treasury and
as incorporated herein.

ARTICLE VI
ADMINISTRATION OF THE PLAN

6.1 General Powers and Duties. The following list of powers and duties is not intended to be exhaustive, and the Plan
Administrator shall, in addition, exercise such other powers and perform such other duties as he may deem advisable in the
administration of the Plan, unless such powers or duties are expressly assigned 1o another pursuant to the provisions of the Plan.
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clection, any benefit amounts under the Plan that become payable to such Choice Participant shall be paid in the forms described in
(1) and (2} above, as applicable. In addition, if the Participant’s Benefit Payment Date, as described in Section 5.2(d)(3), is delayed
pursuant 1o Section 5.2(d)3), then any monthly benefit amounts or single sum amounts that would have been paid if not for such
delay will be credited with interest at five percent (5%) per annum through the Participant’s Benefit Payment Date in accordance
with the applicable provisions of (1) and (2) above. Such delayed monthly benefit amounts or single sum amounts and interest shall
be paid in a single sum amount as soon as administratively feasible after such Benefit Payment Date.

(d) Timing of Payment.

(1) TIraditional Benefit. Except as provided below, any benefit determined under Section 3.2(a) (and. if
applicable, adjusted under Section 3.4) that becomes payable to the Participant following Separation from Service shall commence
on the first day of the month following the earliest of the following:

(i) the Participant’s attainment ol age 65 or, il later, the Participant’s fifth anniversary of the date he
or she commenced participation under RIP,

(i)  the Participant’s attainment of age 55 with the number of the Participant’s years of vesting
service plus his or her age equaling at least §5;

(iii) the Participant’s attainment of age 60 after completing at least 10 years of vesting service;
(iv) the Participant’s attainment of age 55 after completing at least |5 years of vesting service; or
(v) the Participant’s completing at least 30 ycars of vesting scrvice.

For purpaoses of {ii), {iii), {iv} or (v) above, the Plan Administrator shall detcrmine the Participant’s “ycars of
vesting service™ by reference to the applicable terms under RIP in cxistence as of the date the Participant first commenced
participation under this Plan.

Notwithstanding the foregoing provisions ot this Section 5.2(d)(1), in no event shall any bencfit payable to a
Participant under Section 3.2(a) (and, if applicable, adjusted under Section 3.4} commence earlier than the first day of the month
coincident with or next following a date that is at ieast six months after the Participant’s Separation from Service, except in the
cvent of the Participant’s death, in which case any benefit payable to the Participant’s Beneficiary shall commence as of the
applicable date specified in Section 3.3(a).

(2) PEEP Benefit. Any benefit determined under Scction 3.2(b) that becomes payable to the Participant
following Separation from Service shall be paid on the first day of the month that is at least six months after the Participant’s
Separation from Service. Notwithstanding the foregoing, in the event of the Participant’s death, any benefit payable to the
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(¢} Form of Payment.
(1)  Traditional Benefit. Any monthly beneciit payable 1o a Participant under Scclion 3.2(a) (and, if
applicable, adjusted under Section 3.4) shall be paid in the form of annuity payments as follows:
(i) Unmarried Participapts. The benefits of an unmarried Participant shall be paid in the form of a

single life annuity for the Participant’s life. No payments shali be made after the Participant dies. Notwithstanding the foregoing, in
accordance with uniform rules and procedures as may be adopled by the Plan Administrator from time 1o time, an unmarried
Participant may elect, in lieu of a singte life annuity, to have his or her benefits paid in any actuarially equivalent form of annuity
permilled under RIP,

(iiy Marricd Participants. Subject 1o Section 3.3, the benefits of a married Participant shall be paid
in the form of a joint and survivor annuity in a reduced monthly benefit for the Participant’s life (as determined in accordance with
the applicable actvarial assumptions in effect under RIP) and then, if the Participant’s spouse is still alive, a benefit equal to 50% of
the Participant’s monthly benefit is paid to the spouse for the remainder of his or her life. If the Participant’s spouse is not alive
when the Participant dies, no further payments shall be made. Notwithstanding the foregoing, in accordance with uniform rules and
procedures as may be adopted by the Plan Administrator from time to time, a married Participant may, with the written conscnt of
the Participant’s spousc, elect to waive the joint and surviver annuity of this subparagraph (ii) and instcad clect a single lifc annuity
or any actuarially equivalent form of annuity permitted under RIP.

In addition, if the Participant's Benefit Payment Date, as described in clauses (i)-(v) of Section 5.2(d)(1), is
delayed pursuant to the last sentence of Section 5.2(d)}(1), then any monthly benefit amounts that would have been paid if not for
such last sentence will be credited with interest at five percent (5%) per annum through the Participant’s Benefit Payment Date.
Such delayed monthly benefit amounts and interest shall be paid in a single sum amount as soon as administratively feasible aller
such Benefit Payment Date.

{2) PEP Bencfit. Any bencfit payable to a Participant determined under Section 3.2(b) shall be paid in a
single sum amount. In addition, if the Participant’s Benefit Payment Dale, as described in Section 5.2(d)(2), is delayed pursuant to
the first sentence of Section 5.2(d)(2), then any single sum amount that would have been paid if not for such first sentence will be
credited with interest at five percent (5%) per annum through the Participant’s Benefit Payment Date. Such interest shall be paid in a
single sum amount as soon as administratively feasible after such Benefit Payment Date.

(3) Special One-Time Electiop for Choice Participants. Pursuant to the transitional guidance issued by
the Internal Revenue Service and the Department of Treasury, the Plan Administrator shall provide a special one-time election to
Choice Participants whose benefits have not commenced as of December 31, 2008, to elect to have their benefits paid other than in
the forms otherwise described in (1) and (2) above, subject to such procedures as are established by the Plan Administrator; provided
that, if a Choice Participant docs not make such an
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Section 4.1, each GSCS Participant shall be fully vesied at all times from and afier the GSCS Closing Date in his or her benefit
payable under the Plan.

ARTICLE V
PAYMENT OF BENEFIT
5.1 Payments on or After January 1, 2005, But Prigr to January 1, 2009. In accordance with the transitional guidance

issued by the Intenal Revenue Service and the Department of Treasury in Scction 3 of [RS Notice 2007-86, any payment of benefits
to a Participant or his Beneficiary commencing on or afler January 1, 2005, but prior to January 1, 2009 shall be made pursuant to
the Participant's applicable payment election or the applicable pre-retirement survivor provisions under RIP.

5.2 Pavments on or After January 1, 2009. Any payment of benefits to a Participant commencing on or after January |,

2009 shall be determined in accordance with this Section 5.2,

(a) Limitation on Right to Receive Distribution. A Participant shall not be entitled to receive a distribution prior

to the first to occur of the following events:

(1) The Participant’s Separation from Service, or in the case of a Panticipant who is a Specified Employee,
the date which is six months afler the Participant’s Separation from Service;

(2) The date the Participant becomes Disabled;

(3) The Participant's death;

(4) A specified time {or pursuant 1o a {ixed schedule) specified at the date of deferral of compensation:
{3) An Unforeseeable Emergency; or

' (6) To the extent provided by the Secretary of the Treasury, a change in the ownership or effeclive control of
the Company or an Adopting Affiliate or in the ownership of a substantial portion of the assets of the Company or an Adopting
Affiliate.

This Section 5.2{a) rcstatcs the restrictions on distributions set forth in Section 409A of the Code and is intended to
impose restrictions on distributions pursuant to the Plan accordingly. This Section 5.2(a) does nol describe the instances in which
distributions will be made. Rather, distributions will be made enly if and when permitted both by this Section 5.2{a) and another
provision of the Plan.

(b) General Right to Receive Distribution. Following a Participant’s lermination of employment or death, the

Participant’s benefit amounts will be paid to the Participant in the manner and at the time provided in Sections 5.2{¢) and 5.2(d), as
applicable. A transfer of a Participant from the Company or any Affiliate to any other Affiliate or the Company shall not be deemed
10 be a termination of employment for purposes of this Section 5.2(b).

10
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pursuant to Scction 5.2(c)(3), such Participant’s Beneficiary shall receive a single sum amount cqual to the actuarial equivalent
present value {using the actuarial assumptions under RIP applicable to the Participant as of his or her Benefit Determination Date) of
the Participant’s Traditional Benefilt and PEP Benefit calculaied as of the date specified in Section 5.2(d){1)(i), or date of death if
later, and as further adjusted by using the actuarial assumptions under RIP applicable to the Benceficiary as of the Participant’s
Benefit Determination Dale. Notwithstanding the foregoing, if a Choice Participant makes an ¢lection pursuant to Section 5.2(c)(3)
to receive his or her benefits under the Plan in the form of monihly annuity payments, his or her Beneficiary, in lieu of the single
sum amount described in the preceding sentence, shall receive a monthly benefit paid for the remainder of the Beneficiary's life;
provided that, the Beneficiary’s monthly benefit shall be equal to the actuarially equivalent monthly benefit of such single sum
amount {using the actuarial assumptions under RIP applicable to the Bencficiary as of the Participant’s Benefit Detcrmination Date);
provided further that, in no event shall the Beneficiary’s monthly benefit be less than the monthly survivor benefit determined under
Section 3.3(a) that, but for this Section 3.3(c), would have been payable to the Participant’s surviving spousc (or, if there is no
surviving spouse, would have been payable under Scction 3.3(a) had the Participant died with a surviving spouse). Any single sum
amount or monthly benefit determined under this Scction 3.3(c) shall bc payable to the Participant’s Bencficiary as scon as
administratively feasible after the date of the Participant’s death.

3.4 Early Retirement Reductions.

(a)  General. Benefits determined pursuant to this Article [11 shall be subject 1o the same reductions for carly
commencement as applicable under RIP.

(b) CEO. Notwithstanding Section 3.4(a) or anything else herein to the contrary, if the employment of the person
who occupied the position of Chief Executive Officer of the Company on December 10, 2015 (the “CEO™) terminates for any
reason other than death or Disability prior to the attainment of age 65, the benefit detcrmined pursuant to this Article IIT shall be
reduced in accordance with the early retirement provisions of RIP but substituting age 65 for age 62. Upon termination of the
CEO’s employment due to death or Disability, the benefits determined pursuant to this Article [11 for the CEO shall be subject to the
same reductions for carly retirement as applicable under RIP.

3.5 Future Adjustments. Any benefit amounts payable under this Plan may be adjusted to take inte account future
amendments to RIP and increases in retirement income that arc granted under RIP due to cost-of-living increases. Any benefit
amounts payable under this Plan shall be adjusted to take into account future factors and adjustments made by the Secretary of the
Treasury (in regulations or otherwise) to the limitations under Secctions 401(a)(17) and 415 of the Code, except as provided under
Scction 8.1 l{e).

ARTICLE 1V
VESTING

4.1 Yesting. Subject to Scction 8.1, cach Participant shall be vested in his or her benefit, if any, that becomes payable under
Article V of the Plan to the same extent that the Participant is vested in his or her benefit accrued under RIP. Notwithstanding the
foregoing provisions of this
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(3) Step Three. The amount determined pursuant to paragraph (2) above shall be subtracted from the
amount determined pursuant to paragraph (1) above 1o determine the benefit payable 1o the Participant pursuant to this Seclion
3.2(a) of the Plan (herein referred to as a Participant’s “Traditional Benefit™).

(b} “PEP Benefit™. Any benefil payable by the Plan to the Participant under the “pension equily formula™
provisions of RIP, as it may be amended from time to time, shall be determined as follows:

(1} Step One. The Plan Administrator shall determine the single sum amount that would be payable 1o the
Participant pursuant to RIP if SEIP, DEIP and SDCP deferrals and any Lump Sum Discretionary Awards or Variable Base Pay were
taken into account and without regard Lo the applicable limitations under Sections 401(a}{(17) and 415 of the Code.

(2) Step Two. The Plan Administrator shall determine the Participant’s single sum amount that would be
payablc pursuant to RIP (as calculated as of the Participant’s Benefit Determination Datc).

(3) Step Three The amount determined pursuant to paragraph (2) above shall be subtracted from the
amount determined pursuant to paragraph (1) above to determine the single sum amount payable to the Participant pursuant to this
Section 3.2(b) of the Plan (herein referred to as a Participant’s “PEP Benefit™}.

3.3 Surviver Benefits. In the cvent a Participant dies after becoming vested under the Plan pursuant to Section 4.1 but prior
1o commencing his benefits under the Plan pursuant to Article V, a survivor benefil shall be payable as follows:

(a) Traditional Benefit. With respect to a Participant’s Traditional Benefit, if any, delermined under Seetion 3.2(a)

(and, if applicable, adjusted under Section 3.4), the Participant’s surviving spouse, if any, shall be entitled to a monthly survivor
benefit payable during the spouse’s lifetime and terminating with the payment for the month in which such spouse’s death occurs.
The monthly benefit payable to the surviving spouse shall be the portion of the amount determined under Section 3.2{a) (and, if
applicable, adjusted under Section 3.4) as of the Participant’s Benefit Determination Dale that the surviving spouse would have been
cntitled 10 receive under this Plan if the Participant had separated from service on the date of his death, commenced benefits in
accordance with Article V in the form of a 50% joint and survivor annuity, and then dicd immediately thereafter. A surviving spouse
who was not married to the deceased Participant for at least one year at the date of death shall not be eligible for the monthly
survivor benefit pursuant to this Section 3.3.

{b) PEP Benefit. With respect to a Participant’s PEP Benefit, if any, determined under Section 3.2(b), such benefit
shall be paid to the Participant’s Beneficiary in a single sum amount as soon as admimstratively feasible after the Benefit
Determination Date.

(¢} Certain Choice Participapt Benefits. Notwithstanding the provisions of (a) and (b} above, with respect to a

Choice Parlicipant who does not make a contrary election




Caterpillar Inc,
Supplemental Retirement Plan
{formerly known as the Caterpillar Inc. Supplemental Pension Benefit Plan)
(As Amended and Restated Effective as of January 1, 2020)

Table of Contents

{continued)

Page

adopt the Plan only with the approval of the Company. By adopting the Plan, the Affiliate shall be deemed to have agreced to assume
the obligations and liabilities imposed upon it by the Plan, agreed to comply with all of the other terms and provisions of the Plan,
delegated to the Plan Administrator the power and responsibility to administer the Plan with respect Lo the Affiliale’s employees, and
delegated to the Company the full power to amend or lerminate the Plan with respect (o the Affiliate’s employecs. Notwithstanding
the forcgoing, an Afliliate that has previously adopled the Plan may terminatc its participation in the Plan in accordance with such
rules and procedures that are promulgated by the Company.

ARTICLE I
DETERMINATION OF BENEFIT

3.1 General. Benefit amounts payable under the Plan shall be determined pursuant to Section 3.2 and, if applicable,
adjusted pursuant to Section 3.4. Such determinations shall be made by reference to {a) the benefit amounts that would be payable to
the Participant under RIP if SEIP, DEIP and SDCP deferrals and any Lump Sum Discretionary Awards or Variable Basc Pay were
taken into account in determining the Participant's benefits thereunder and (b) without regard to the applicable limitations under
Sections 401(a}(17) and 415 of the Code. For avoidance of doubt, effective January 1, 2011, any Participant who is not a Sunset
Participant shall not receive any additional bencfit accruals undcr this Article 1l1, and any Sunsect Participant shall not receive any
additional benefit accruals under this Article 111 cffective as of the earlier of: (1) the date he is no longer a Sunsct Participant or (2)
January 1, 2020,

3.2 Amount of Benefjt Payable tp Participant The monthly benefit payable to the Participant by the Plan shall be equal
to the sum of the Participant’s “Traditional Benefit” and “PEP Benefit” amounts (both as defined below), if any, determined under
subscctions (a) and (b) below as of the Participant’s Benefit Deterrmination Date:

(a) “Traditional Benefit™. Any benefit payable to the Participant by the Plan under the “traditional benefit”
provisions of RIP, as it may be amended from time to time, shall be determined as follows:

(1) Step One. The Plan Administrator shall determine the benefit that would be payable to the Participant
pursuant to RIP if SEIP, DEIP and SDCP deferrals and any Lump Sum Discretionary Awards or Variable Base Pay were taken into
account and without regard to the applicable limitations under Sections 401{a)(17) and 415 of the Code. For purposes of this Section
3.2(a)(1), the parenthetical phrase of Scction 5.2 of RIP reading “(2% for Participants in salary grades 30 or 31 pursuant to the
Company’s standard salary grades or such salary grade cquivalents, 2.25% for Participants in salary grade 32 pursuant to the
Company’s standard salary grades or such salary grade equivalents, 2.4% for Participants in salary grades 33 or higher pursuant to
the Company’s standard salary gradcs or such salary grade equivalents)” shall be disregarded.

(2) Step_Twe. The Plan Administrator shall determine the Participant’s benefit thai would be payable
pursuant to RIP (as calculated as of the Participant’s Benefit Determination Daie).
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to be considered in the construction of the Plan. If any provision of the Plan is determined 10 be for any reason invalid or
unenforceable, the remaining provisions shall continue in full force and efTect. All of the provisions of the Plan shall be construed
and enforced according to the laws of the State of [llinois without regard to conflict of law principles and shall be adminisiered
according to the laws of such state, except as otherwise required by ERISA, the Code, or other Federal law.

ARTICLE I
ELIGIBILITY; ADOPTION BY AFFILIATES

2.1 Eligible Employees. The purpose of the Plan is to provide supplemental retirement benefits to a seleet group of
management or highly compensated employees. This group of employees is sometimes referred to as a “top hat group.” The Plan
constitutes an unfunded supplemental retirement plan and is fully exempt from Pans 2, 3, and 4 of Title T of ERISA. The Plan shali
be governed and construed in accordance with Title [ of ERISA.

2.2 Existing Participants. Each individual who was a Participant in the Plan as of the dale of execution of this plan
document shall continue as such, subjcct to the provisions hercof,

2.3  New Participants. An ecmployee shall participate in the Plan if the cmployee is recciving, is cligible to receive, or is
accruing retirement benefits pursuant to RIP; and

{a) thc employce’s RIP benefits are imuted by application of Section 401(a}(17) of the Codc;
{b) the employee’s RiP beneflts arc limited by application of Section 415(b) of the Code;

{c) the employee’s RIP benefils are decreased due 1o the employee’s deferral of salary or incentive compensation
under SEIP, DEIP or SDCP; or

(d) the employec’s RIP benefits arc limited due to the exclusions from “Total Eamings™ (as defined under RIP) for
the employee’s Lump Sum Discrctionary Awards and Variable Base Pay.

2.4 Discontinuance of Participation. As a general rule, once an individual is a Participant, he will continue as such for all
future Plan Years until his retirement or other termination of employment. In addition, prior to retirement or other termination of
cmployment, the Plan Administrator shall discontinue an individual’s participation in the Plan if the Plan Administrator concludes,
in the exercise of his discretion, that the individual is no longer properly included in the top hat group. If an individual’s
participation is discontinued, the individual will no longer be eligible to accruc a benefit under the Plan. The individual will not be
entitled 10 receive a distribution, however, until the occurrence of another event {e.g., death or Separation from Service) that entitles
the individual to receive a distribution.

2.5 Adoption by Affiliates. An employee of an Affiliatc may not become a Participant in the Plan uniess the Affiliatc has
previously adopted the Plan, An Affiliale of the Company may
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(t) *“Plan” mcans the Caterpillar Inc. Supplemental Retircment Plan, as set forth herein and as #t may be amended
from time to time.

(u) “Plan Administrator” means the Director.
{v) “Plan Ycar” means the calendar year.

(w) “RIP” mcans the Caterpillar Inc. Retirement Income Plan, as amended or any successor(s) to such plan, other
than the applicable supplement of the Caterpillar Inc. Retirement Income Plan that reflects the provisions and benefits of the Solar
Turbines Incorporated Retirement Plan on and afier the merger of the Solar Turbines Incorporated Retirement Plan with and into the
Caterpillar Retirement Income Plan effective as of 11:59 PM CST on December 31, 2014.

(x) “SDCP” mcans the Caterpillar Inc. Supplemental Deferred Compensation Plan, as amended or any successor(s)
1o such plan.

(y) “SEIP” mcans the Caterpillar Inc. Supplemental Employces’ Investment Pian, as amended.

(z) “Separatien from Servigce”™ means scparation from scrvice as determined in accordance wilth any rcgulations,
rulings or other guidance issued by the Department of the Treasury pursuant o Scction 409A(a)(2)(A)(1) of the Cede, as it may be
amended or replaced from time to time.

{aa) “Specified Employge”™ mcans a “key employee” as defined in Section 416(i) of the Code without repard to
Scction 416(1)(5) and determined in accordance with Scction 409A(a)(2)(B)i) of the Code.

{(bb) “Sunset Participan{™ means a Participant who is classificd as a “Sunset Participant” under the terms of RID.

{ec) “Unforesceable Emergency” means a scvere financial hardship to the Participant resulting from an illness or
accident of the Participant, the Participant’s spouse, or a dependent (as defined in Section 152{a) of the Code} of the Participant, loss
of the Participant’s property due to casualty, or other similar cxtraordinary and unforesceable circumstances arising as a result of
cvents beyond the control of the Participant. For purposes of the Plan, an “Unforesceable Emergency™ shall not include a
Participant’s nced to send his or her child to college or a Participant’s desire to purchase a home. Any determination as to whether a
Participant has incurred an Unforesecable Emergency shall be made in the sole discretion of the Plan Administrator in accordance
with rules prescribed pursuant to Scction 409A of the Code.

(dd) “Variable Base Pay” means the variable base pay paid to a Participant as determined in accordance with the
cstablished pay practices of the Company and Adopting Afliliates.

1.2 Construction. The masculine gender, when appearing in the Plan, shall include the feminine gender {and vice versa),
and the singular shalil include the plural, unless the Plan clearly stales to the contrary. Headings and subheadings are for the purposc
of reference only and are not
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0) “Board” mecans the Board of Dircctors of the Company, or any authorized committee of the Board.
( Yy

(g) “Cheice Participant” means a Participant who (i) has a “frozen traditional benefit” under RIP as a result of the
election made by such Participant Lo cease accruing a benefil under the traditional benefit formula of RIP and (o begin accruing a
benefit under the pension equity formula of RIP and (ii) had accrued a Traditional Benefit (as defined in Section 3.2(a)) under this
Plan as of Junc 30, 2003.

(h)  “Code” means the Internal Revenue Code of 1986, as amended from time to time, and any regulations
promulgated thereunder.

(i) “Company” means Caterpillar Inc., and, to the cxtent provided in Section 8.8 below, any successor corporation
ar other entity resulting from a merger or consolidation into or with the Company aor a transfer or sale of substantially all of the
assets of the Company.

() “DEIP™ means the Caterpillar [nc. Deferred Employees’ Investment Plan, as amended.
(k) “Directer” means the Company’s Director of Total Rewards.

{) “Disability™ or “Disabled” means that a Participant is determined 1o be totally disabled by the United States
Social Security Administration.

(m) “Effective Date” means January 1. 2020.

(n) “ERISA™ mcans the Employce Retirement Income Sccurity Act of 1974, as amended from time (o time, and
any regulations promulgated thereunder.

(0) “GSCS” means Caterpillar Logistics Services LLC (f/k/a Caterpillar Logistics Services, Inc.).

() “GSCS Closing Date” means the date on which the sale of GSCS to an entity thal is not an Affiliate is
completed.

(q) *“GSCS Participant” mcans a Participant who is employed by GSCS upon the closing of the sale of GSCS to
an entily that is not an Affiliate.

{r) “Lump Sum Discretionary Award” means a lump sum discrelionary award paid to a Participant in accordance
with the cstablished pay practices of the Company and Adopting Affiliates and designated with earnings code 208 or 212 in the

Company’s payroll system (or the equivalent camings code for Adopting AfTiliates that do not use the Company's payroll systemn, or
predecessor or subsequent payroll systems).

(s) “Participant™ mcans an cmployce of the Company or any Adopting Affiliatc who satisfics the eligibility
requirements for participation in the Plan.
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ARTICLEI
DEFINITIONS

1.1 General. When a word or phrasc appears in the Plan with the initial letter capitalized, and the word or phrase does not
begin a sentence, the word or phrase shall generally be a term defined in this Article [. The following words and phrases used in the
Plan with the initial letter capitalized shall have the meanings set forth in this Article [, unless a clearly different meaning is required
by the context in which the word or phrasc is used or the word or phrase is defined for a limited purpose elsewhere in the Plan
document:

(a) “Adopting AfTiliate” means any Affiliatc that has been authorized by the Company o adept the Plan and which
has adopted the Plan in accordance with Section 2.5, All Affiliates that adopted the Plan on or before the Effective Date and that had
not terminated such adoption shall continue to be Adopting Affiliates of the Plan.

(b) “Affiliate™ means a parent business that controls, or a subsidiary business that is controlled by, the Company.

(c) “Beneficiary” means, wiih respect to a Participant, the person or persons entitled to receive distributions of the
Participant’s death benefits under RIP,

(d) “Benefit Determination Date” means the following:
() On or After January 1, 2003, But Prior to January 1, 2009. On or after January 1, 2005, but prior to

January 1, 2009, a Participant’s Benefit Determination Date shall be the date as of which the Participant has elected to commence
benefits under RIP.

(i) On or After January 1, 2009. On or afier January |, 2609, a Participant’s Benefit Determination Date
shall be the date determined under (1} or {2) below:

(i)  With respect 1o (x) a Participant’s PEP Benefil (as defined in Section 3.2{b)}, (y) a Choice
Participant’s benefits under this Plan, or (z) a Participant’s Traditional Benefit (as defincd in Section 3.2(a)) where the Participant
satisfies the requirements under Section 5.2(d)(1)(1), (i1}, (iii), (iv), or (v) as of the Participant’s Separation from Service, the
Participant’s Benefil Delermination Date shall be the first day of the month following the Participant’s Separation from Service.

(i) With respect to a Participant's Traditional Benefit (as defined in Scction 3.2(a)) for a Participant
other than a Choice Participant where the Participant does not satisfy the requirements under Section 5.2(d)(1)(i), (i1}, (i), (iv), or
(v) as of the Participant’s Separation from Scrvice, the Participant’s Benefit Determination Dale shall be the first day of the month
following the date that the Participant first satisfies the requiremnents under Section 5. 2(d)(1 X1}, (i1), (iit), (iv), or (v).

(e} “Benefit Payment Date” mcans the date as of which the Participant’s benefit amounts under the Plan shall be
payable, as determined in accordance with Seclion 5.2(d).
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CATERPILLAR INC.
SUPPLEMENTAL RETIREMENT PLAN

PREAMBLE

The Caterpillar Inc. Supplemental Retirement Plan (formerly known as the Caterpillar Inc. Supplemental Pension Benefit
Plan and hereinafter referred to as the “Plan™) was established as of January 1, 1976 by Caterpillar Inc. (the “Company”) lo provide
additional pension benefils to individuals who participate in the Caterpillar Inc. Retirement Income Plan, as amended, or any
successor{s) to such plan {not including the applicable supplement of the Caterpillar Inc. Retirement Income Plan that reflects the
provisions and benefits of the Solar Turbines Incorporated Retirement Plan on and after the merger of the Solar Turbines
Incorporated Retirement Plan with and into the Caterpillar Retirement Income Plan effective as of 11:59 PM CST on December 31,
2014) (*RIP™), but whose benefits are limited due to the applicalion of Section 401(a)(17) and/or Section 415 of the Internal
Revenue Code of 1986, as amended. The Plan also provides the benefits that would otherwise be payable pursuant to RIP but for (i)
an individual's deferral of compensation under the Caterpillar Inc. Deferred Employees’ Investment Plan, the Caterpillar Inc.
Supplemental Employees’ Investment Plan, or the Caterpillar Inc. Supplemental Deferred Compensation Plan or (ii) the exclusions
from “Total Earnings™ under RIP for an individual’s fump sum discretionary awards and variable base pay. This amended and
restated Plan is effective as of January 1, 2020,

For avoidance of doubt, all references in the Plan to RIP shall nol include the applicable supplement of the Caterpillar Inc.
Rctirement Income Plan that reflects the provisions and benefits of the Solar Turbines Incorporated Retirement Plan on and after the
merger of the Solar Turbines Incorporated Retirement Plan with and into the Caterpillar Retirement Income Plan effective as of
[1:59 PM CST on December 31, 2014 and benefits under the Plan shall in no way be affected by benefits provided or not provided
under such applicable supplement.
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IN‘WITNESS WHEREOF, the Comipany has caused this amendment and restatement to be executed by its duly authorized
representative as of this 16th day of October 2019. ' '

CATERPILLAR INC.

‘ 4;/ G éjg._gy[_,!;gﬂﬂ sop
Cheryl-Johnson
Chicf Human Resources Officer



December 7, 2013 and any subsequent amendments, including without limitation any such amendments which the Company may be required
to adopt under the Dedd-Frank Wall Street Reform and Consumer Protection Act and implementing rules and reguiations thereunder, or as
otherwise required by law.

6.12 Right of Setofl. The Company or any subsidiary of the Company may, to the extent permitted by applicable law, deduct from and set
ofl against any amounts thc Company or a subsidiary may owe to the Parlicipant from time to time, including amounts payable in connection
with any Award, owed as wages, fringe benelits, or other compensation owed 1o the Participant, such amounts as may be owed by the
Participant 1o the Company, although the Parlicipant shall remain liable for any part of the Parlicipant’s payinent obligation not salislied
through such deduction and sctoff. By accepting any Award, the Participant agrees to any deduction or scloff under this Section 6,12




within |2 months before such Participant’s termination of ecmployment with the Company or any subsidiary of the Company, or (E)
otherwisce interferes with the business or accounts of the Company or any subsidiary of the Company.

(i1} Confidential Information. The Parlicipant discloses to any person or entity or makes use of any “confidential or
proprietary information” (as defined below in this Section §,10{b){ii}} for his or her own purpose or for the benefit of any person or
entity, except as may be necessary in the ordinary course of employment with or other service to the Company or any subsidiary of
the Company. Such “confidential or proprietary information” of the Company or any subsidiary of the Company, includes, bul is not
limited 10, the design, development, operation, building or manufacturing of products manufactured and supplied by the Company
and its subsidiaries, the identity of the Company’s or any of its subsidiary’s customers, the identity of representatives of customers
wilth whom the Company or any subsidiary of the Company has dealt. the kinds of services provided by the Company or any
subsidiary of the Company 1o customers and offered to be performed for potential customers, the manner in which such services are
performed or offered 1o be performed, the service needs of actual or prospective customers, pricing information, information
concerning the creation, acquisition or disposition of products and services, customer maintenance listings. compuler software and
hardware applications and other programs, personnel information, information identifying, relating to or concerning investors in the
Company or any subsidiary of the Company. joint venture parmers of the Company or any subsidiary of the Company, business
partners of the Company or any subsidiary of the Company or other entities providing financing to the Company or any subsidiary of
the Company, rcal estate and leasing opportunilies. communications and telecommunications operations and proccsses. zoning and
licensing matters, relationships with, or matters involving, landlords and/or property owners, and other trade secrets.

(c) Plan Does Not Prohibit Compcetition or Other Participation Activities. Although the conditions set forth in this Scetion 6,10

shall be deemed 1o be incorporated into an Award, the Plan does not thereby prohibit the Participant from engaging in any activity, including
but not limited to competition with the Company and its subsidiarics. Rather, the non-occurrence of the Forfeiture Events set forth in Section
6.10(b) is a condition to the Participant’s right to realize and retain value from his or her compensatory awards, and the consequence under
the Plan if the Participant engages in an activity giving risc to any such Forfeiture Event are the forfeitures specified herein, This provision
shail not preclude the Company and the Participant from entering into other written agreements conceming the subject matter of Scelions
6.10(a) and 6.10(b) and, to the exlent any terms of this Section 6,1¢ are inconsistent with any express terms of such agreement, this Section
6.10 shall not be deemed 1o modify or amend such terms.

{d) Committee Discretion. The Committee may, in its sole discretion. waive in whole or in part the Company’s right to forfeiture
under this Scction 6.10. but no such waiver shall be effective unless evidenced by a writing signed by a duly authorized officer of the
Company. In additien, the Committee may imposc additional conditions on Awards, by inclusion of appropriate provisions in an Award
notice. Nothing contained herein shall require the Commiliee to enforce the forfeiture provisions of this Section 6,10. Failure io enforce these
provisions against any individual shall not be consirued as a waiver of the Company s right to forfeiture under this Seclion 6,10,

6.11 Awards Subject to Clawback. Noiwithsianding any other provision of the Plan to the contrary, any Participant whose negligence,
intentional or gross misconduct contributes to the Company’s having o restate all or a portion of its financial statements, will be required to
forfeit Awards granted under this Plan and any payment delivered pursuant to an Award, as determined by the Board, an authorized
commitlee, or its designee, pursuant to the Caterpillar Inc. Guidelines on Corporate Governance Issues, as adopted on




6.7 Other Plaps. Payments pursuant to the Plan shall not be wreated as compensation for purposes of any other compensation or benefit
plan, program or arrangement of the Company or any of its subsidiarics, unless cither (a) such other plan provides that compensation such as
payments made pursuant to the Plan are 1o be considered as compensation thereunder or (b) the Board or the Committee so determines in
writing. Neither the adoption of the Plan nor the submission of the Plan to the Company’s stockholders for their approval shall be construed
as limiting the power of the Board or the Committee to adopt such other incentive arrangements as it may otherwise deem appropriate.

6.8 Binding Effect. The Plan shall be binding upon the Company and its successors and assigns and the Participants and their beneficiaries,
personal representatives and heirs. If the Company becomes a party lo any merger, consalidation or reorganization, then the Plan shall remain
in full force and effect as an obligation of the Company or its successors in interest, unless the Plan is amended or terminated pursuant to

Section 6.2.

6.9 Unfunded Arrapgement. The Plan shall at all times be entirely unfunded and no provision shall at any time be made with respect to
scgregating assets of the Company for payment of any benefit hereunder. No Paricipant shall have any interest in any particular assets of the
Company or any of its affiliates by reason of the right to receive a benefit under the Plan and any such Participant shall have only the rights of
an unsecured creditor ol thc Company with respect Lo any rights under the Plan.

6.10 Award Forfeitures.

(a) Korfeiture of Awards. Each Award shall be subjccl 10 the lollowing additional forfeiture conditions, to which the Participant,
by accepting an Award, agrees. LI any of the cvenis specificd in Section 6.10(b) occurs (a “Feorfejture Event™), the Participant will be
obligaicd to repay the Company, in cash, within [ive business days after demand is made thereof by the Company, the total amount of Award
Gain realized by the Participant upon the settlement of an Award (regardless of any elective deferral) that occurred on or after (i} the date that
is 12 months before the occumence of the Forfeiture Event, if the Forfciture Event occurred while the Parlicipant was employed by the
Company or a subsidiary of the Company, or (i) the date that is 12 months before the date the Participant’s employment by the Company or
a subsidiary of the Company lerminated, if the Forfeiture Event occurred after the Participant ceased to be so employed.

{b) Events Triggering Forfejture. The forfertures specified in Sgotion 6.10(a) will be triggered upon the occurrence of any one of
the following Forfeiture Events at any time during the Participant’s employment by the Company or a subsidiary of the Company or during
the onc-year period following termination of such employment:

{i) Non-Sclicitation. The Participant, for his or her own benefit or for the henefit of any other person, company or entity,
directly or indirectly, (A) induces or attempts to induce or hires or otherwise counsels, induces or attempts to induce or hire or
otherwise counsel, advise, encourage or solicit any person to leave the employment of or the service for the Company or any
subsidiary of the Company, {B) hires or in any manner employs or retains the services of any individual employed by or providing
services to the Company or any subsidiary of the Company as of the date of his or her termination of employment, or employed by or
providing services to the Company or any subsidiary of the Company subsequent to such termination, (C) solicits, pursues, calls upon
or takes away, any potential customers of the Company or any subsidiary ol the Company, (D) solicits, pursues, calls upon or takes
away, any potential customer of the Company or any subsidiary of the Company that has been the subject of a bid, offer or proposal
by the Company or any subsidiary of the Company, or of substantial preparation with a vicw to making such a bid, proposal or offer,




(iii)  The consummation of a merger, consolidation, statutory sharc cxchange or similar form of corporate transaction
involving the Company or any of ifs subsidiarics that requires the approval of the Company’s stockholders, whether for such
transaction or the issuance of securitics in the transaction (a “Business Combination™), that results in the voting securitics of the
Company outstanding immediately prior therelo representing (cither by remaining outstanding or by being converled into veting
securities of the surviving cntity) less than 50% of the combinced voting power of the voting securities of the Company or such
surviving cntity outstanding immediately after such Business Combination; or

{iv}  The stockholders of the Company approve a plan of complete liquidation or dissolution of the Company or the
consummation of a sale of all or substantially all of the Company’s assets.

VI. GENERAL

6.1 EMective Daie. This amendment and restatement of the Plan was approved by the Committee on October 8, 2019 and shall be effective
for performance periods beginning on or afler January |, 2018. All amounts payable with respect lo performance periods beginning prior to
January 1, 2018 shall be subject to the Plan as in ¢ffect at the beginning of such performance period, and any amendments 1o the Plan after
November 2, 2017 shall not be given aflect to the extent any such amendment would cause the transition relief for the amendments made 10
Scction 162(m) of the Code by the Tax Cuts and Jobs Act to be unavailable.

6.2 Amendments and Terminatien. The Committee may amend, suspend or terminate the Plan at any time (including but not limited to
any time following the close of the Performance Period and prior to the date payment is made) in its sole and absolule discretion. The
Committee may amend the Plan without stockholder approval, unless such approval is necessary to comply with applicable laws, including
provisions of the Exchange Act or the Code. Termination of the Plan shall not affect any Awards previously paid under the Plan.

6.3 Non-Transferabili wards. No Award shall be transferable other than by will, the laws of descent and distribution or pursuant 10
beneficiary designation procedures approved by the Company. Except 1o the extent pennitted by the foregoing sentence. no Award inay be
sold, transterred, assigned, pledged, hypothecated, encumbered or otherwise disposed of {whether by operation of law or otherwise) or be
subject to cxccution, attachment or similar process. Upon any attempt 1o scll, ransfer, assign, pledge, hypothecate, encumber or otherwisc
dispose of any such Award, such Award and all rights thercunder shall immediately become null and void.

6.4 Tax Withholding. The Company shall have the right to withhold from the payment of any Award or require, prior to the payment ol
any Award, paymcnt by the Participant of any Federal, siate, local or other taxes which may be required to be withheld or paid in connection
with such Award.

6.5 No Right of Participation or Employment. No person shall have any right to participaic in the Plan. Neither the Plan nor any Award
shall confer upon any person any right to continued employment by the Company or any subsidiary or affiliate of the Company or affect in
any manner the right of the Company or any subsidiary or affiliate of the Company to terminate the employment of any person at any time
wilhout liability hereunder.

6.6 Governing Law. The Plan and each Award, and all determinations made and actions taken pursuant thereto, o the extent not otherwise
governed by the Code or the laws of the United States, shall be governed by the laws of the State of Delaware and construed in accordance
therewith without giving effect to principles of conflicts of taws,




4.4 Maximum Awards. No Participant shall receive a payment under the Plan with respect to any Performance Period having a value in
cxcess of $15 miltion, which maximum amount shall be proportionately adjusted with respect to Performance Periods that are less than or
greater than onc year in duration.

Y. CHANGE IN CONTROL

5.1 Effect on Awards. Unless the Commiltee shall otherwise expressly provide in the nolice or agreement relating to an Award, upon the
occurrence of a Change in Conlrol as defined below, all Awards for a Performance Period not compieted at the time ot (the Change in Centrol
shall be payable to Participants in an amount cqual 1o the product of the targel award opportunity for the Award and a fraction, the numerator
of which is the number of days that have clapsed since the beginning ol the Performance Period through the later of (i) the date of the Change
in Control or (ii} for each Participant, the dale the Participant terminates employment, and the denoeminator of which is the number of days in
the Performance Period; provided, however, that il this Plan shall remain in effect afier a Change in Control, a Performance Period is
completed during that time, and the Participant’s employment has not terminated, this provision shall not apply.

5.2 Change jn Control Defined.

{a) For purposes of this Plan, “Chapge in Control”” means the occurrence of any onc of the following events:

(i) During any twenty-four (24} month period, individuals who, as of the beginning of such period, constitute the Board (the
“Incumbent Dirgctors™) cease for any reason to constitute at least a majority of the Board; provided that any person becoming a
director subsequent 10 the beginning of such period whose election or nomination for clection was approved by a vote of at least a
majority of the Incumbent Dircctors then on the Board {either by a specific vote or by approval of the proxy statement of the
Company in which such person is named as a nominee for director, without writlen objection to such nomination} shall be an
Incumbent Director; provided, however, that no individual initially elected or nominated as a director of the Company as a result of
an actual or threatened election contest with respect to directors or as a result of any other aciual or threatened solicitation of proxies
by or on behalf of any person other than the Board shall be deemed to be an Incumbent Director;

(if) Any “person” (as such tenn is defined in the Securilies Exchange Act of 1934, as amended (the * Exchange Act™) and as
used in Scctions 13(d)(3) and 14(d)(2) of the Exchange Acl) is or becomes a “bencficial owner™ {as defincd in Rule 13d-3 under the
Exchange Acl), directly or indircctly, of securities of the Company representing 20% or more of the combined voling power of the
Company’s then oulstanding sccuritics cligible to vote for the election of the Board (the “Company Yoling S¢curities ™), unless the
Board, as constituted immediately prior Lo the date on which such person acquires such beneficial interest, by resolution negates the
ciTect of this provision In a particular circumstance, deeming that resolution Lo be in the best interests of Company stockholders;
provided, however. that the event described in this paragraph (ii) shall not be deemed 10 be a Change in Control by virue of any of
the following acquisitions: (A) by the Company or any of its subsidiarics; (B) by any employee benelit plan (or related trust)
sponsored or maintained by the Company or any of its subsidiarics; (C) by any underwriter lemporarily holding securities pursuant 1o
an offering of such sccurities; or (D) by any person of Company Voting Sccuritics from the Company, il a majority of the Incumbent
Board approves in advance the acquisition of beneficial ownership of 20% or more of Company Voling Sccuritics by such person;




shareholders’ equity, shares outstanding, assels or net assets, sales, or any combination thercof. The applicable performance measures may be
applied on a pre- or post-tax basis and may be established or adjusted to include or exclude any components of any performance measure,
including, without limitation, special charges such as restructuring or impairment charges, debt refinancing costs, extraordinary or noncash
ilems, unusual, nonrecurring ot one-time cvenls afTecting the Company or its financial statements or changes in law or accounting principles
(“Adjustiment Events™}. In the sole discretion of the Commitiee, the Committec may amend or adjust the performance measures (including
adjustments in the methed of calculating attainment of the performance measures) or other terms and conditions of an outstanding Award,
including in recognition of any Adjustment Events, Performance goals shall be subject to such other special rules and conditions as the
Commiltee may establish at any time.

1V. TERMS OF AWARDS

4.1 Performance Goals and Targets. The Commitice shall establish an Award opportunity for each Participant or group of Participants,
which shall be based on the achievement of such specified performance goals. The amount payable to a Participant upon achievement of the
applicable performance goals may be expressed in terms of a formula or standard, including a fixed cash amount, the allocation of a bonus
pool or a percentage of the Participant’s annual base salary. The Committee reserves the discretion to increase or decrease the amount of any
payment with respect to any Award that would otherwise be made 10 any Participant pursuant to the performance goals cstablished in
accordance with Article 1V,

4.2 Termination of Employment. Except as otherwise provided by the Committee or as sel forth in this Section 4.2, the Participant must
be employed by the Company or onc of its subsidiaries on the last day of the Performance Period in order 1o receive a payout with respect to
an Award. If a Participant terminates employment before such date by reason of death, Disability or Long Service Scparation, the Participant
shall be cligible for a prorated payout based on the number of days of employment during the Performance Period, based on actual
performance through the entire Performance Period. Participants employed on the last day of the Performance Period, but not fur the entire
Performance Period. shall be cligible for a payout proraied for the number of days of the Performance Period for which they were
Participants. [f the Participant is deccased at the lime of an Award payment for which the Participant is eligible, the payment shall be made to
the Participant’s estale,

4.3 Pavments. At the time the Commitiee determines an Award opportunity for a Participant, the Committee shall establish the payment
terms applicable 1o such Award. Such terms shall include when such payments will be made; provided, however, that the timing of such
payments shall in all instances cither {A) satisfy the conditions of an cxception from Scction 409A of the Code (c.g.. the short-term deferrals
exception described in Treasury Regulation Section 1.409A-1(b)(4)), or (B} comply with Section 409A of the Code and provided, further,
that in the absence of such lerms regarding the timing of payments, such payments shall occur no later than the 15" day of the third month of
the calendar vear following the calendar year in which the Participant’s right to payment ceased being subject to a substantial risk of
forfeiture. The Committee shall determine whether an Award will be paid in cash or in shares of common stock of the Company issued under
the terms of the Company's 2014 Long-Term [ncentive Plan, or any successor thereto. Except as provided in Section 5.1, but notwithstanding
any other provision in the Plan to the contrary, a Participant shall not be vested in any Award and a Participant shall not be entitled to
payment hereunder in advance of the actual receipt of the payment by such Participant.




{d) subject 1o Scction 409A of the Code, to determine whether, and under what circumstances and subject to what terms, an Award
is to be paid on a deferred basis, including whether such a deferred payment shall be made solely at the Committee’s discretion or whether a
Participant may clect deferred payment; and

{e) to adopt, revise, suspend, waive or repeal, when and as appropriate, in its sole and absolute discretion, such administrative rules,
guidelines and procedures for the Plan as it deems necessary or advisable lo implement the terns and conditions of the Plan.

2.3 Delegation of Power. The Committee may delegate some or all of its power and authority hereunder to the Chicf Executive Officer or
other officer of the Company as the Committee deems appropriate; provided. however, that only the Committee shall be permitted (o (a)
designate persons to participate in the Plan for any Performance Period, (b) establish performance goals and Awards; and (¢) determine the
achievement of such performance goals.

II1. PERFORMANCE GOALS

The Commitiee shall establish one or more objective or subjective performance goals for each Participant or for any group of
Participants (or bath). The performance goals may be based on one or more corporate-wide or subsidiary, division, operating unit, individua)
or other measures, including, without limitation, the following: (i} attainment by a sharc of Common Stock of a specified Fair Market Value
for a specified period of time, (ii) cash flow from opcrations, (iii) cash flow margin or frec cash flow, {iv) cash fiow per share, (v) camnings of
the Company before or afier taxes and/or interest, (vi) carnings before interest, taxes, depreciation, and/or amoentization (“EBITDA™), {vii)
EBITDA margin, (viii) economic value added, (ix) expense levels or cost reduction goals, (x) gross profit or margin, (xi) increase in
stockholder value, (xi1) interest expense, (xiii) inventory, (xiv) markel share, (xv} net assets, (xvi) net cash provided by operations, (xvii) net
operating profits after taxcs, (xviii) operating expenses, (xix)} operating income, (xx) operating margin, (xxi) operating profit afler capital
charge (“OPACC™), (xxii) percent of dealer delivenies (“*PODD™), (xxiil} percent of industry sales (“'PINS™), (xxiv} percent of parts sales
“POPS™), (xxv) percent of parls sales — Caterpillar branded (“POPS-C™). (xxvi} pretax income, (xxvii} price-lo-camnings growth, (xxviii)
price realization, (xxix) primary or fully-diluted eamings per share or profit per share, (xxx) profit after tax, (xxxi) return on assets, (xxxii)
rewm on equity, (Xxxiii) return on invested capital, (xxXiv) retumn on investments, {Xxxv) return on sales, (xxxvi) revenues, (xxxvii} sales,
(xxxviii) total cash flow, (xxxix) total stockholder (sharcholder) return and (xI) stratcgic busincss criteria consisting of onc or more
objectives based on meeting specified goals relating o (A) acquisitions or divestitures, (B) business cxpansion, (C) realized production
syslem benefits, (D) cost targets, (E) customer acquisition, (F) customer satisfaction, {(G) diversily and inclusion, (H) efficiency, (1) inventory
turns, (J) realized lean benefits, (K) management of employment practices and employee bencfits, (L) market penetration, (M) purchasing
material costs, (N) quality and quality audit scores, (O} reductions in errors and omissions, {*) reductions in lost business, (Q) supervision of
litigation and information technology, (R) sustainability or {(S) realized 6 Sigma benefits. Each such goal may be expressed on an absolute or
rclative basis and may include comparisons based on current internal targets, the past perfortnance of the Company {including the
performance of onc or more subsidiaries, divisions, or operating units) or the past or current performance of other companies (or a
combination of such past and current performance). In addition o the ratios specifically enumerated above, performance goals may include
comparisons relating to capital (including, but not limited to, the cost of capital),
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() “Disability” shall mean. unless otherwise provided by the Coinmitice with respecl o an Award. the Participant’s qualification
for long-term disability benefits under any long-tenn disability program sponsored by the Company or one of its subsidiarics in which the
Participant participates.

{m) “Exchange Act” shall have the meaning set forth in Section 5.2(a).
(m “Forfeiture Event” shall have the meaning set forth in Section 6.10(a).

(o) *“lngumbent Dirgctors™ shall have the meaning sct forth in Seetion 5.2(a).
{p) “Long Serv tion™ shall mean, unless otherwise provided by the Commiltee with respect 1o an Award, a termination of

employment, other than a termination for Cause, with the Company and all affiliates afier the attainment of age 55 with five or more years
of continuous service with the Company and all affiliates. Notwithstanding the foregeing, for purposcs of determining ycars of
continuous service under this provision, the Committee (or its delegate) may determine, in its discretion. that the service of a Participant who
becamne an employee of the Company or an affiliate as the result of a corporate merger or acquisition, include service accrued by the
Participant with the target company prior to the corporate merger or acquisition.

{q) “Participapt” shall mean the Chief Executive Officer, each Group President of the Company and any other officer of the
Company who is designated by the Committee to participate in the Plan for a Performance Period, in accordance with Article 1. Absent a
specific designation by the Committee, participation in the Plan shall be limited to the Chief Exccutive Officer and Group Presidents of the
Company.

(r) “Performance Perjod” shall mean any period for which performance goals are cstablished pursuant 1o Article 1V. A
Performance Period may be coincident with one or more fiscal years of the Company or a portion of any fiscal year of the Company.

{(5) “Plan shall mean the Caterpillar Inc. Executive Office Annual Incentive Plan, as amended and restated as sct forth hercin, or as
it may be amended from time to time.

II. ADMINISTRATION

2.1 General. The Plan shall be administered by the Committee, which shall have the full power and authority to interpret, construe and
administer the Plan and Awards granted hereunder (including in each case reconciling any inconsistencies, correcting any defaults and
addressing any omissions). The Committee’s interpretation, construction and administration of the Plan and all its determinations hercunder
shall be final, conclusive and binding on all persons for all purposes.

2.2 Powers and Responsibilities. The Commitlee shall have the following discretionary powers, rights and responsibilities in addition 1o
those described in Section 2.1,

{a)} 1o designate the Participants for a Performance Period;
(b} to establish the perfonmance goals and targets and other terms and conditions that are 1o apply Lo cach Participanl’s Award;

{¢) to determine the extent to which the performance goals for a Performance Period and other matcrial terms applicable to the
Award have been satisfied;

(8]




Exhibit 10.4

CATERPILLAR INC.
EXECUTIVE OFFICE ANNUAL INCENTIVE PLAN
(As Amcended and Restated, October 8, 2019)

[. INTRODUCTION

1.1 Purpesecs. The purpose of lhe Caterpillar [nc. Executive Office Annual Incentive Plan, as amended and restated as set forth herein (the
“Plan™), is to retain and motivate the Chicf Executive Officer and Group Presidents of the Company and such other officers of the Company
who have been designaied by the Committee to participate in the Plan for a specified Performance Period by providing them with the
opportunity te earn incentive payments based upon the extent to which specified performance goals have been achicved or cxceeded for the

Performance Period.
1.2 Certain Definitions.
(2) “Adjustment Events” shali have the meaning set forth in Article 111,

(b) “Award” shall mean an award to which a Participant may be entitled under the Plan if the performance goals for a Performance
Pcriod are salislicd. An Award may be expressed as a [ixed amount or pursuant o a formula that is consistent with the provisions of the Plan.

(¢} *“Award Gajn™ shall mean the amount paid or payable to the Participant with respect to an Award (regardless of any elective
deferral).

(d) “Board” shall mean the Board of Directors of the Company.

(e) “Business Combination” shall have the meaning set forth in Sectjon 5.2(a).

(h “Cause” shall mean a willful cngaging in gross misconduct materially and demonstrably injurious to the Company and its
afliliates. For this purpose, willful means an act or omission in bad faith and without reasonable beliel that such act or omission was in or nol
opposed to the best interests of the Company and its affiliates.

(®) *Change in Control” shall have the meaning sct forth in Section 5.2(a).

(hy *“Caode” shall mean the Intemnal Revenue Code of 1986, as amended.

(y =Committee™ shall mean the Compensation and Human Resources Committee of the Board, or any successor or subcommittee
thereof, or such other committee designated by the Board that satisfies any then applicable requirements of the principal national stock
exchange on which the common stock of the Company is then traded to constitute a compensalion committee.

) “Company” shall mcan Caterpillar Inc., a Delaware corporation, and any successor thereto.
Y M

k) *Company Yoting Sccurities” shall have the meaning set forth in Section 5,2(a).




