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Part I. FINANCIAL INFORMATION

Item 1. Financial Statements

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

Three Months Ended
March 31
2019 2018

Sales and revenues:

Sales of Machinery, Energy & TransSportation .............ccceeveeeeeeeieieieeneeesesieseesiesseeeseeeeenenns $ 12,724 $ 12,150

Revenues of Financial ProdUCES ..........ccooeiiiiirieiiee e 742 709

Total SALES ANA TEVEIUES ....cvveeiieeieceeiiee ettt ettt e e e et e e e e et eeeesseeaaaseessesaaeeeesessnaseeeseas 13,466 12,859
Operating costs:

COSt OF ZOOAS SOIA ..ttt ettt et sbe ettt ene e 9,003 8,566

Selling, general and adminiStrative EXPENSES ......c.eeverueerueruierierieetereenteeieesteeeeeseeeee e eeeseeenees 1,319 1,276

Research and development EXPEenSES........oeuveureieriirieriieieeicete ettt ettt 435 443

Interest expense of Financial Products............coooiiiiiiiiiiiieiie e 190 166

Other operating (INCOME) EXPEISES -....eeverurerrerrierteeienteateeseeteeseesseeneesseensesseensesseensesseensesseenes 312 300

TOtAl OPETALING COSS..euvirrieiiieiiierieeiteeieertee et e eeteeseteeteestteebeessaeesbeessseenseessseenseessaeanseenseesnsens 11,259 10,751
OPerating Profif.............ooooiiiiiiiiiiii et sttt e s e eabeeseaeenbeeneee 2,207 2,108

Interest expense excluding Financial Products.........c.ccveeveieriiecieniecieneeie e 103 101

Other INCOME (EXPEIISE)...eeuverierrerriererereriertesteetesseesesseesesseessesseessesssessesssesssessessesssessesssesssenes 160 127
Consolidated profit before taxes ...............c.cooovveiiiiiiiiiice e 2,264 2,134

Provision (benefit) fOr iNCOME tAXES .....cveevvieriieiiieiiieieeeie et eee et ere e sv e sreeseneeareas 387 472

Profit of consolidated COMPANIES ..........ccerieriirieiieieeeeeeee e 1,877 1,662

Equity in profit (loss) of unconsolidated affiliated companies...........ccoceeeererrencencneeniennne. 7 5
Profit of consolidated and affiliated companies....................ccccoeiiiiiiiniinniiie e, 1,884 1,667
Less: Profit (loss) attributable to noncontrolling interests .............eceveeveereeriereerieseeieseesveeenenns 3 2
PLOFIE |ttt $ 1881 $ 1,665
Profit per common SHATe ................cooiiiiiiiiiiie e $ 329 § 278
Profit per common share — diluted 2 .....................coooouiimoiiiieeeee e $ 325 § 274
Weighted-average common shares outstanding (millions)

— BASIC. .ttt ettt 572.4 598.0
S DHIUEEA ® .ot 578.8 608.0

1

Profit attributable to common shareholders.

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

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

Profit of consolidated and affiliated companies
Other comprehensive income (loss), net of tax:

Foreign currency translation, net of tax (provision)/benefit of: 2019 - $(4); 2018 - $15....c.ccveveverennee

Pension and other postretirement benefits:

Current year prior service credit (cost), net of tax (provision)/benefit of: 2019 - $0; 2018 - $1 .....

Amortization of prior service (credit) cost, net of tax (provision)/benefit of: 2019 - $3; 2018 - $2

Derivative financial instruments:

Gains (losses) deferred, net of tax (provision)/benefit of: 2019 - $(3); 2018 - $(1).ccevverveverrrrnnnene.
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2019 - $2; 2018 - $(6)....

Available-for-sale securities:

Gains (losses) deferred, net of tax (provision)/benefit of: 2019 - $(6); 2018 - $2 ....coeveveeverrnennene.
(Gains) losses reclassified to earnings, net of tax (provision)/benefit of: 2019 - $0; 2018 - $0 ......

Total other comprehensive income (108S), NEt OF tAX ....eeieiuieeieiieiieieieee e e
COMPIENENSIVE INCOIMNE ....vieuieuiiitieiieieiteeetetesteeetetesteesteseeteeseestessesseeseenseseaseenseseaseensensesseensensesseensensessens

Less: comprehensive income attributable to the noncontrolling interests
Comprehensive income attributable to shareholders

See accompanying notes to Consolidated Financial Statements.

Three Months Ended
March 31

2019 2018

$§ 1,884 § 1,667

(22) 184
— 2
@) (M

10 5
9) 18

15 (11)

1 I
(12) 187
1,872 1,854
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Caterpillar Inc.
Consolidated Statement of Financial Position
(Unaudited)
(Dollars in millions)

March 31, December 31,
2019 2018
Assets
Current assets:
Cash and short-term INVESTIMENTS..........cc.coivuiiieieeeeeeeeeeeeiee et e e e esreeeeneeeereeeaeeeeaneas $ 7,128 $ 7,857
Receivables — trade and Other..........c...ooiviiiiiiioiiiiiieccecceeeee e 8,961 8,802
Receivables — fINANCE .......cc.eooouiiiiiieciecceee ettt 8,932 8,650
Prepaid expenses and other CUTent aSSEtS..........ooeverieieierierienenerereeceeee e 1,765 1,765
INVentories ........ccccoeeeeeereeiieeiee e 12,340 11,529
Total current assets 39,126 38,603
Property, plant and eqUIPMENt — NEt.........coveirieiririeirieireeee et 13,259 13,574
Long-term receivables — trade and Other............cceeeeieieirieieieeeee s 1,149 1,161
Long-term receivables — fINANCE..........cueieieierieiereee ettt 12,674 13,286
Noncurrent deferred and refundable income taxes ..... 1,378 1,439
Intangible assets... 1,807 1,897
Goodwill .............. 6,191 6,217
(11 4= W T £SO 3,142 2,332
TOLAL ASSELS .........eeeieeeeceeeececeeeet ettt ettt s ettt e et et ses et et easss s s es s s e s et ess s s easan s s tnanes e $ 78.726 % 78.509
Liabilities
Current liabilities:
Short-term borrowings:
Machinery, Energy & Transportation $ 4 3 —
Financial Products ...........cccceeveeveeveennenne. 5,586 5,723
ACCOUNES PAYADIC ......ceeiiieiitiieiie ettt 7,198 7,051
ACCTUCH CXPEIISES ..vevverrerrenierentenieesiestetestesessessesseesesseeseessessessessessessesssassessessensensessensenses 3,746 3,573
Accrued wages, salaries and employee benefits.........ccocuevvevieriereneneninieeeeeeee 1,200 2,384
CUSTOMET AAVAINICES ......veeiveeiiiieeeieeeetee et e et e et e e et e e et e et e eeteeeeaaeeeereeeetaeeeaseeereeereeeeanens 1,354 1,243
Dividends payable ........ — 495
Other current liabilities 2,348 1,919
Long-term debt due within one year:
Machinery, Energy & Transportation ............cceceecveeierierieruesieseeeeeesenessessesseseeseenes 13 10
FINancial PrOAUCES ......c..oooviiiiiiiee ettt e ens 5,939 5,820
Total Current HADIIITIES .......eeooveeieiiieciee ettt ettt et e e et e e eaaeeereeeeaeeeeneeas 27,388 28,218
Long-term debt due after one year:
Machinery, Energy & Transportation ............cceceeevererierieneneneeieieieesenesieseseenne 7,650 8,005
Financial Products ...........cccccoveeveeveennnnne. 16,590 16,995
Liability for postemployment benefits 7,441 7,455
(01415 W T 131 18 1= 4,179 3,756
Total HADILIEIES ......cc.ooviiiiiiiieee ettt ettt ettt ettt sre e 63,248 64,429
Commitments and contingencies (Notes 11 and 14)
Shareholders’ equity
Common stock of $1.00 par value:
Authorized shares: 2,000,000,000
Issued shares: (3/31/19 and 12/31/18 — 814,894,624) at paid-in amount ............................ 5,804 5,827
Treasury stock (3/31/19 — 243,192,346 shares; 12/31/18 — 239,351,886 shares) at cost..... (21,214) (20,531)
Profit employed in the business .........c.cccevererereenennnne 32,435 30,427
Accumulated other comprehensive income (loss) (1,588) (1,684)
NONCONIOIING INEETESTS ...veuvivieeieeieiieieieriesteete et et et et et et estestestessesseeseeseeseensensensensessessensenes 41 41
Total shareholders’ eqUity ...............cccoooieiiiiiiiiiiiiie ettt 15,478 14,080
Total liabilities and shareholders’ equity .................cccooooiiiiiiiiniiieee e $ 78.726  $ 78.509

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.

Consolidated Statement of Changes in Shareholders’ Equity
(Unaudited)

(Dollars in millions)

Profit Accumulated
employed other
Common Treasury in the comprehensive ~ Noncontrolling
stock stock business income (loss) interests Total
Three Months Ended March 31, 2018
Balance at December 31, 2017 ..........ccoooeenniinnicineccecne $ 5593 $(17,005) $ 26301 $ (1,192) $ 69 $ 13,766
Adjustments to adopt new accounting guidance
ReVenue reCOZNItION .....cevvveuerireeeiinieiierieieietsiei ettt — — (12) — — (12)
Tax accounting for intra-entity asset transfers............c.coeeeerennenene — — (35) — — 35)
Recognition and measurement of financial assets and liabilities... — — 11 (11) — —
Balance at January 1, 2018 ..........c..ccooooiiiinniincccece 5,593 (17,005) 26,265 (1,203) 69 13,719
Profit of consolidated and affiliated companies..........c.cccoceererreucnce. — — 1,665 — 2 1,667
Foreign currency translation, net of tax .................. . — — — 184 — 184
Pension and other postretirement benefits, net of tax..........c.ceeuceee. — — — (O] — )
Derivative financial instruments, net of taX...........ccccevvvvvevreereeneenn. — — — 23 — 23
Available-for-sale securities, net of taX..........ccccoeveeiiiiiicnnnns — — — (11) — (11)
Change in ownership from noncontrolling interests 2 . . . ) 3)
Dividends declared............covviveieirenieieeeeesesee e — — 1) — — (1)
Common shares issued from treasury stock for stock-based
compensation: 3,426,757 .....cccoveirreirinieirceee s 9 158 — — — 149
Stock-based compensation EXPenSe.........cceververeererrereereerenreeeereeneenes 50 — — — — 50
Common shares repurchased: 3,147,629 % ........ovvreooreereeeereereeen — (500) — — — (500)
OBRET ..ttt 4 — — — — 4
Balance at March 31, 2018 ..............c.ccooiiiiniiinccceecne $ 5640 $(17,347) $ 27,929 $ (1,016) $ 66 $ 15,272
Three Months Ended March 31, 2019
Balance at December 31,2018 ...............ccocoiiiiniieeee $ 5827 $(20,531) $ 30427 $ (1,684) $ 41 $ 14,080
Adjustments to adopt new accounting guidance'
Lease accounting — — 235 — — 235
Reclassification of certain tax effects from accumulated other
comprehensive income o - (108) 108 o o
Balance at January 1, 2019 .........c..ccoooiiiniinncneceecne 5,827 (20,531) 30,554 (1,576) 41 14,315
Profit of consolidated and affiliated companies............c.ccoecererueunnne — — 1,881 — 3 1,884
Foreign currency translation, net of taX .........c.ccceeeeeireneinencnenens — — — (22) — (22)
Pension and other postretirement benefits, net of taX.........c.ccceeueene — — — 7 — 7
Derivative financial instruments, net of tax — — — 1 — 1
Available-for-sale securities, net 0f taX..........cccevveeevieiiieeiiiecieeieens — — — 16 — 16
Distribution to noncontrolling interests ...........c.vveveeeerenieerenennne — — — — (1) (1)
Common shares issued from treasury stock for stock-based
compensation: 1,859,005 .........coceiririeiieineiereee e (73) 68 — — — ®)
Stock-based compensation EXPense..........coevveeeereriereererrenieerereeneenes 45 — — — — 45
Common shares repurchased: 5,699,525 % .......oooovveorereeerrerrr, — (751) — — — (751)
5 — — — 2) 3
$ 5804 $(21,214) $ 32435 $ (1,588) $ 41 8§ 15,478

! See Note 2 for additional information.

? See Note 12 for additional information.

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

(Millions of dollars)

Three Months Ended
March 31
2019 2018
Cash flow from operating activities:
Profit of consolidated and affiliated COMPANIES ..........cccoerieuiriiiieiirieieieieee e $ 1,884 $ 1,667
Adjustments for non-cash items:
Depreciation and amOTtiZAtION. .......c.ciueieerieieieiete ettt ettt ettt e e s s s e be e s et et ebe s eseebeneeeenes 641 681
ORET <.ttt ettt s ket b et s e bt b b s bt e s bt h et h bt s bbb n ettt enes 88 148
Changes in assets and liabilities, net of acquisitions and divestitures:
Receivables — trade and Other...........ocieiiiiriiiieieiecee ettt ettt ste e steerene (150) (326)
TIIVEIIEOTIES ..uveveteeiieiieitet ettt ettt et et s bt bttt eat e et e s et e te s be s bt s bt es e e st entent e b e beebeebeeneeneeneensensenteseenaesrene (813) (803)
ACCOUNES PAYADLC ...ttt ettt ettt et st b e bbbt ea e et et et e nbesbesbesbesreene 355 486
ACCTUCH EXPEIISES ..vonvevinteniteneetiateseeteteseateneetesteseaseaeeseaseseeeenees e st emt et e s eneaeeneeseaseneateneeseabeneebeseneabeneeseseneasans 135 66
Accrued wages, salaries and employee DENnefits..........ccoveireririririnieie e (1,185) (1,110)
CUSTOMET AAVANCES ...vvevvenrenreeertietiesiesieiestestestesseeseeseessessessessessessessessessseseessessensessessessesssessessessensessessessessanne 105 (46)
OLhET ASSEES — TICL ....evieiieietesteeieet et ettt ettt st ettt et et et e bestesbesse e st eseeseeneensensanbesseeseeneeneensensensensessessessenn (44) 165
Other liabilities — Net........cccevevererieieieinnes 105 7
Net cash provided by (used for) operating activities ... 1,121 935
Cash flow from investing activities:
Capital expenditures — excluding equipment leased t0 Others.........ccecieieieiieiieriererececceeeeee e (278) (412)
Expenditures for equipment 1eased t0 OthETS...........oviiirieiierieiereeeceeeee ettt (269) (345)
Proceeds from disposals of leased assets and property, plant and equipment.............ccceeereeeeiesierenenenennenne 209 258
Additions t0 fINANCE TECEIVADIES .......eeueiuiiiiiiiietitet ettt sttt sttt ettt sbe b e (2,615) (2,621)
Collections Of fINANCE TECEIVADIES ........c..ooviiiuiiie ettt ettt ettt e et e e et e eaeeeaeeeteeeseeeteeereereennes 2,818 2,671
Proceeds from sale of fiNance reCeiVabIes..........coiiiirieirieiieie e 44 69
Investments and acquisitions (net of cash aCqUITE) .......ccvevverierieriiriiiieieieiee et 2 (340)
Proceeds from sale of businesses and investments (net of cash sold) — 12
Proceeds from SalE Of SECUITLIES. .......eeuiruieieieietertesteeteet ettt ettt et ettt s s b st e et e st e te b e besbesbeeneens 57 89
INVESTMENLES 11 SECUITEIES ....vvevveeeiestreetiesteestiesteesteeteeteeteesaesstesseesseesseesseesseesseesseesseasseassesssaassesssesseesssenseensenssennses (107) (197)
OTNET — NMET ittt ettt ettt et et et et e st e e beeteeteeseessessesseseseeseeseessessessessassasseeseessesseseessessessesseseseeseaseas (38) 16
Net cash provided by (used for) INVEStING ACIVILIES ......coveuiruerieirieieieietceeet ettt e (181) (800)
Cash flow from financing activities:
DIVIAENAS PAIA ...ttt ettt b e s bt e bt et e st et et te st b e bt bt neen e et et et e beebeeneeas (494) (467)
Common stock issued, including treasury shares reissued.........ooeviriririeieienierereeneeeetee e &) 149
Common Shares rEPUICHASEA .........couiieiiieietiei ettt ettt ettt ettt e et e et e e eaesbeneeteeenenean (751) (500)
Proceeds from debt issued (original maturities greater than three months):
Machinery, Energy & TransSpOrtation ..........cccceeeeeeeerierueriesiesieseseseesseeessessessessessesseesesssessessessessessassessanes — —
FINANCIAL PIOAUCES. .....ooiuviiiiieeeeeiectee ettt et e e et e et e e eteeeeaeeeeaeeeeseeeeaseeesseeenseeenraeennns 2,665 1,541
Payments on debt (original maturities greater than three months):
Machinery, Energy & TransSportation ...........cocceccevierierienenerenieeetetetete ettt ettt et este st sbeseesieseeene 2) 8
FINANCIAL PTOAUCES......eiuviiiiiitiiticiietieiteiet ettt ettt et et et b et e testeeteesaeseessessassasesseeseassessessessasessessesseesans (2,565) (2,408)
Short-term borrowings — net (original maturities three months Or 1€88).......c.coeovrerieererineneirceeeeeee (522) 1,151
Other — net (1) (3)
Net cash provided by (used for) fiINANCING ACLIVITIES .....everveierieriirieiieiieieteteierte ettt ettt etestesbeseestesreseeene (1,675) (538)
Effect of exchange rate changes 0N CaSh..........ccuiiiiiiiiiiiii et bbb 3 10
Increase (decrease) in cash and short-term investments and restricted cash.....................ccoooveiiiiinincnnnn. (732) (393)
Cash and short-term investments and restricted cash at beginning of period...........ccceoeirereieneinieneiieeeeeee 7,890 8,320
Cash and short-term investments and restricted cash at end of Period .........ccocvevvevierierirerincecieieeeeeee e $ 7.158 3 7.927

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

See accompanying notes to Consolidated Financial Statements.
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1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

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

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

B. Basis of presentation

In the opinion of management, the accompanying unaudited financial statements include all adjustments, consisting only
of normal recurring adjustments, necessary for a fair statement of (a) the consolidated results of operations for the three
months ended March 31,2019 and 2018, (b) the consolidated comprehensive income for the three months ended March 31,
2019 and 2018, (c) the consolidated financial position at March 31, 2019 and December 31, 2018, (d) the consolidated
changes in shareholders’ equity for the three months ended March 31, 2019 and 2018 and (e) the consolidated cash flow
for the three months ended March 31, 2019 and 2018. The financial statements have been prepared in conformity with
generally accepted accounting principles in the United States of America (U.S. GAAP) and pursuant to the rules and
regulations of the Securities and Exchange Commission (SEC).

Interim results are not necessarily indicative of results for a full year. The information included in this Form 10-Q should
be read in conjunction with the audited financial statements and notes thereto included in our company’s annual report
on Form 10-K for the year ended December 31, 2018 (2018 Form 10-K).

The December 31, 2018 financial position data included herein is derived from the audited consolidated financial
statements included in the 2018 Form 10-K but does not include all disclosures required by U.S. GAAP. Certain amounts

for prior periods have been reclassified to conform to the current period financial statement presentation.

Unconsolidated Variable Interest Entities (VIESs)

We have affiliates, suppliers and dealers that are VIEs of which we are not the primary beneficiary. Although we have
provided financial support, we do not have the power to direct the activities that most significantly impact the economic
performance of each entity. Our maximum exposure to loss from VIEs for which we are not the primary beneficiary was
$145 million and $131 million as of March 31, 2019 and December 31, 2018, respectively.

In addition, Cat Financial has end-user customers that are VIEs of which we are not the primary beneficiary. Although
we have provided financial support to these entities and therefore have a variable interest, we do not have the power to
direct the activities that most significantly impact their economic performance. Our maximum exposure to loss from our
involvement with these VIEs is limited to the credit risk inherently present in the financial support that we have provided.
These risks are evaluated and reflected in our financial statements as part of our overall portfolio of finance receivables
and related allowance for credit losses.
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2. New accounting guidance

Lease accounting — In February 2016, the Financial Accounting Standards Board (FASB) issued accounting guidance
that revises the accounting for leases. Under the new guidance, lessees are required to recognize a right-of-use asset and
a lease liability for substantially all leases. The new guidance will continue to classify leases as either financing or
operating, with classification affecting the pattern of expense recognition. The accounting applied by a lessor under the
new guidance will be substantially equivalent to current lease accounting guidance. The new guidance was effective
January 1, 2019 and was applied using a modified retrospective approach through a cumulative effect adjustment to
retained earnings as of January 1, 2019. The prior period comparative information has not been recasted and continues
to be reported under the accounting guidance in effect for those periods.

The new guidance provides a number of optional practical expedients in transition. We elected the "package of practical
expedients," which allows us not to reassess under the new guidance our prior conclusions about lease identification,
lease classification and initial direct costs. We did not elect the use-of-hindsight practical expedient. In addition, the new
guidance provides practical expedients for an entity’s ongoing lessee accounting. For certain property and information
technology equipment leases, we have elected to separate payments for lease components from non-lease components.
For all other leases, we have elected to not separate lease and non-lease components. We have elected the short-term
lease recognition exemption for all leases that qualify which means we will not recognize right-of-use assets or lease
liabilities for these leases with a term of twelve months or less.

The most significant effects of adoption relate to the recognition of right-of-use assets and lease liabilities on our balance
sheet for operating leases and providing new disclosures about our leasing activities. In addition, we derecognized existing
assets and debt obligations for a sale-leaseback transaction that qualified for sale accounting under the new guidance.
The gain associated 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 results of operations.

InMarch 2019, the FASB issued accounting guidance which amended the new leasing guidance. Under these amendments,
lessors that are not manufacturers or dealers will use their cost, less any discounts that may apply, as the fair value of the
underlying asset, and lessors within the scope of Financial Services-Depository and Lending guidance will present all
principal payments received under leases within investment activities on the statement of cash flows. We adopted the
new guidance effective January 1, 2019, and the adoption did not have a material impact to our financial statements.

See Note 10 for additional information.

The cumulative effect of initially applying the new lease guidance to our consolidated financial statements on January 1,
2019 was as follows:

Consolidated Statement of Financial Position

Cumulative
Balance as of Impact from
December 31, Adopting New Balance as of
(Millions of dollars) 2018 Lease Guidance January 1, 2019
Assets
Prepaid expenses and other current assets..............cccceveveveeeeeveveneennnn. $ 1,765 $ a7 s 1,748
Property, plant and equipment - NEt .........cocovvverririrreiriririririreriesnes $ 13,574 $ (26) $ 13,548
Noncurrent deferred and refundable income taxes ...........cccceveeveeeee. $ 1,439 $ an $ 1,362
OBRET @SSELS ...vviievieereeeieeeee ettt ettt ettt e eae e eae et e ereeneeeneean $ 2,332 $ 713§ 3,045
Liabilities
ACCTUEA EXPENSES ...ttt se st $ 3,573 3 27 $ 3,546
Other cUrrent HabilIties.......o.eeeeeeeeeeeeeeeeee e eeeeeeeeeeeee oo e ee s eeeenens $ 1919 § 209 $ 2,128
Long-term debt due after one year..........cceeeeereeieieiieniencnencnenee
Machinery, Energy & Transportation............ccceeeveeeveeevesieeneeenenss $ 8,005 §$ 362) $ 7,643
Other HHabIlItieS ......oveoveeeeriereeeereee ettt ettt $ 3,756 $ 538 $ 4,294
Shareholders' equity
Profit employed in the BUSINESS .......coovvvereiriiriririii s $ 30,427 $ 235§ 30,662




Table of Contents

Measurement of credit losses on financial instruments — In June 2016, the FASB issued accounting guidance to
introduce a new model for recognizing credit losses on financial instruments based on an estimate of current expected
credit losses. The new guidance will apply to loans, accounts receivable, trade receivables, other financial assets measured
at amortized cost, loan commitments and other off-balance sheet credit exposures. The new guidance will also apply to
debt securities and other financial assets measured at fair value through other comprehensive income. The new guidance
is effective January 1, 2020, with early adoption permitted beginning January 1,2019. Animplementation team is currently
evaluating data requirements and methodologies to assess the effect of the new guidance on our financial statements. We
plan to adopt the new guidance effective January 1, 2020.

Premium amortization on purchased callable debt securities — In March 2017, the FASB issued accounting guidance
related to the amortization period for certain purchased callable debt securities held at a premium. Securities held at a
premium will be required to be amortized to the earliest call date rather than the maturity date. The guidance was effective
January 1, 2019, and the adoption did not have a material impact on our financial statements.

Derivatives and hedging — In August 2017, the FASB issued accounting guidance to better align hedge accounting with
a company’s risk management activities, simplify the application of hedge accounting and improve the disclosures of
hedging arrangements. The guidance was effective January 1,2019. The adoption primarily resulted in the reclassification
of our gains (losses) for designated ME&T foreign exchange contracts from Other income (expense) to components of
Operating profit in the Consolidated Statement of Results of Operations. This presentation change was applied
prospectively and did not have a material impact on our financial statements.

Reclassification of certain tax effects from accumulated other comprehensive income — In February 2018, the FASB
issued accounting guidance to allow a reclassification from accumulated other comprehensive income to retained earnings
for stranded tax effects resulting from U.S. tax reform legislation. We adopted the guidance effective January 1, 2019,
and the resulting reclassification was included in the period of adoption. The adoption did not have a material impact on
our financial statements.

Defined benefit plan disclosures — In August 2018, the FASB issued accounting guidance that revises the annual
disclosure requirements for employers by removing and adding certain disclosures for these plans. The applicable
requirements that were removed include the disclosure of the amount of prior service cost (credit) that will be amortized
from Accumulated other comprehensive income (loss) into net periodic benefit cost for the next fiscal year and the effect
of a one-percentage-point change in the assumed health care cost trend rates on the service and interest cost components
of other postretirement benefit cost and on the accumulated postretirement benefit obligations. The new disclosure
requirements include the weighted average interest crediting rates for cash balance plans and other plans with promised
interest crediting rates and narrative description of the reasons for significant actuarial gains and losses related to changes
in benefit plan obligations or assets for the period. The new guidance is required to be applied on a retrospective basis.
The guidance is effective January 1, 2020, with early adoption permitted. We plan to adopt the new guidance effective
January 1, 2020, and do not expect the adoption to have a material impact on our financial statements.

Cloud computing arrangements — In August 2018, the FASB issued accounting guidance that aligns the accounting for
implementation costs incurred in a cloud computing arrangement service contract with the internal use software costs
model. Under the new standard, costs that meet certain criteria will be required to be capitalized on the balance sheet
and subsequently amortized over the term of the hosting arrangement. The guidance is effective January 1, 2020, with
early adoption permitted. The new guidance allows for either prospective or retrospective transition. We plan to adopt
the new guidance effective January 1, 2020 on a prospective basis. We do not expect the adoption to have a material
impact on our financial statements.

3. Sales and revenue contract information

Trade receivables represent amounts due from dealers and end users for the sale of our products. In addition, Cat Financial
provides wholesale inventory financing for a dealer's purchase of inventory. Wholesale inventory receivables are included
in Receivables — trade and other and Long-term receivables — trade and other in the Consolidated Statement of Financial
Position. Trade receivables from dealers and end users were $7,918 million and $7,743 million as of March 31, 2019
and December 31, 2018, respectively, and are recognized in Receivables — trade and other in the Consolidated Statement
of Financial Position. Long-term trade receivables from dealers and end users were $640 million and $674 million as of
March 31, 2019 and December 31, 2018, respectively, and are recognized in Long-term receivables — trade and other in
the Consolidated Statement of Financial Position.
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We invoice in advance of recognizing the sale of certain products. Advanced customer payments are recognized as a
contract liability in Customer advances and Other liabilities in the Consolidated Statement of Financial Position. Long-
term customer advances recognized in Other liabilities in the Consolidated Statement of Financial Position were $430
million and $437 million as of March 31, 2019 and December 31, 2018, respectively. We reduce the contract liability
when revenue is recognized. During the three months ended March 31, 2019, we recognized $507 million of revenue
that was recorded as a contract liability at the beginning of 2019.

As of March 31,2019, we have entered into contracts with dealers and end users for which sales have not been recognized
as we have not satisfied our performance obligations and transferred control of the products. The dollar amount of
unsatisfied performance obligations for contracts with an original duration greater than one year is $5.8 billion, of which
$2.5 billion is expected to be completed and revenue recognized in the twelve months following March 31, 2019. We
have elected the practical expedient to not disclose unsatisfied performance obligations with an original contract duration
of one year or less. Contracts with an original duration of one year or less are primarily sales to dealers for machinery,
engines and replacement parts.

See Note 16 for further disaggregated sales and revenues information.
4. Stock-based compensation

Accounting for stock-based compensation requires that the cost resulting from all stock-based payments be recognized
in the financial statements based on the grant date fair value of the award. Our stock-based compensation primarily
consists of stock options, restricted stock units (RSUs) and performance-based restricted stock units (PRSUSs).

Upon separation from service, if a participantis 55 years of age or older with more than five years of service, the participant
meets the criteria for a "Long Service Separation." For PRSU awards granted prior to 2019, only a prorated number of
shares may vest at the end of the performance period based upon achievement of the performance target, with the proration
based upon the number of months of continuous employment during the three-year performance period. Award terms
for the 2019 PRSU grant allow for continued vesting upon achievement of the performance target specified in the award
document for employees who meet the criteria for a "Long Service Separation" and fulfill a requisite service period of
six months. Compensation expense for the 2019 PRSU grant with respect to employees who have met the criteria for a
"Long Service Separation" is recognized over the period from the grant date to the end of the six-month requisite service
period. For employees who become eligible for a "Long Service Separation" subsequent to the end date of the six-month
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.

We recognized pretax stock-based compensation expense of $45 million and $50 million for the three months ended
March 31, 2019 and 2018, respectively.

The following table illustrates the type and fair value of the stock-based compensation awards granted during the three
months ended March 31, 2019 and 2018, respectively:

Three Months Ended March 31, 2019 Three Months Ended March 31, 2018
Weighted- Weighted- Weighted- Weighted-
Average Fair Average Average Fair Average

Shares Value Per Grant Date Shares Value Per Grant Date

Granted Share Stock Price Granted Share Stock Price
Stock options ........cccceceeuene. 1,499,524 § 4098 $ 138.35 1,566,788 $ 46.18 $ 151.12
657,389 §$ 138.35  $ 138.35 676,228 $ 151.12  $ 151.12
342,097 $ 138.35  $ 138.35 339,559 § 151.12  $ 151.12
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The following table provides the assumptions used in determining the fair value of the stock-based awards for the three
months ended March 31, 2019 and 2018, respectively:

Grant Year
2019 2018
Weighted-average dividend yield ..........ocoooiiiiiniiiinee e 2.56% 2.70%
Weighted-average VOIatility ........coceivirieueirnieieininiectireetreet ettt 29.1% 30.2%
Range of VOIAtIIITIES .....c..ceeuiieiiiiieieicscee e 25.1-38.7% 21.5-33.0%
Range of riSK-fIee INtETESt TATES ......c.ccveuirieuirieieiirtetetereeeeteetee ettt 2.48-2.68% 2.02-2.87%
Weighted-average eXpected lIVES.......ccuviiierierierieiieieeeeieeee et 7 years 8 years

As of March 31, 2019, the total remaining unrecognized compensation expense related to nonvested stock-based
compensation awards was $333 million, which will be amortized over the weighted-average remaining requisite service
periods of approximately 1.9 years.

5. Derivative financial instruments and risk management

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

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

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

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

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and
costs incurred in foreign currencies. Movements in foreign currency rates also affect our competitive position as these
changes may affect business practices and/or pricing strategies of non-U.S.-based competitors. Additionally, we have
balance sheet positions denominated in foreign currencies, thereby creating exposure to movements in exchange rates.
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Our Machinery, Energy & Transportation operations purchase, manufacture and sell products in many locations around
the world. As we have a diversified revenue and cost base, we manage our future foreign currency cash flow exposure
on a net basis. We use foreign currency forward and option contracts to manage unmatched foreign currency cash inflow
and outflow. Our objective is to minimize the risk of exchange rate movements that would reduce the U.S. dollar value
of our foreign currency cash flow. Our policy allows for managing anticipated foreign currency cash flow for up to five
years. As of March 31, 2019, the maximum term of these outstanding contracts was approximately 51 months.

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

As of March 31,2019, $2 million of deferred net gains, net of tax, included in equity (AOCI in the Consolidated Statement
of Financial Position), are expected to be reclassified to current earnings (Other income (expense) in the Consolidated
Statement of Results of Operations) over the next twelve months when earnings are affected by the hedged
transactions. The actual amount recorded in Other income (expense) will vary based on exchange rates at the time the
hedged transactions impact earnings.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility
resulting from conversion and the remeasurement of net foreign currency balance sheet positions and future transactions
denominated in foreign currencies. Our policy allows the use of foreign currency forward, option and cross currency
contracts to offset the risk of currency mismatch between our assets and liabilities and exchange rate risk associated with
future transactions denominated in foreign currencies. Our foreign currency forward and option contracts are primarily
undesignated. We designate fixed-to-fixed cross currency contracts as cash flow hedges to protect against movements
in exchange rates on foreign currency fixed-rate assets and liabilities.

Interest Rate Risk

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

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

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

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

We have, at certain times, liquidated fixed-to-floating and floating-to-fixed interest rate contracts at both Machinery,

Energy & Transportation and Financial Products. The gains or losses associated with these contracts at the time of
liquidation are amortized into earnings over the original term of the previously designated hedged item.
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Commodity Price Risk

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

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

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

All such commodity forward and option contracts are undesignated.

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

follows:
(Millions of dollars) Consolidated Statement of Financial Asset (Liability) Fair Value
Position Location March 31, 2019 December 31, 2018
Designated derivatives
Foreign exchange contracts
Machinery, Energy & Transportation............. Receivables — trade and other ...................... $ 19 $ 16
Machinery, Energy & Transportation............. Accrued EXPenSes.......coerveeeirienieerenieeeene (16) (26)
Machinery, Energy & Transportation............. Other labilities........ccecveervecerereieereeee 3) ©9)
Financial Products..........cccccoveceininccnnnenencns Receivables — trade and other ............c.c....... 44 53
Financial Products.........cccccoecvvieiecenenieieiene Long-term receivables — trade and other ..... 44 35
Financial Products.........cccccoecvvieiecenenieieiene Accrued EXPenSes.......veerveieierenieererieieenns %) ©9)
Interest rate contracts
Financial Products..........cccccoveceininccnnnenencns Receivables — trade and other ............c.c....... — 1
Financial Products Long-term receivables — trade and other ..... 3 3
Financial Products Accrued EXPenSes.......veerueeeiererieeeerieieeenns (58) (40)
$ 28 $ 24
Undesignated derivatives
Foreign exchange contracts
Machinery, Energy & Transportation Receivables — trade and other ...................... $ 2 3 2
Machinery, Energy & Transportation.. . Accrued expenses.............. %) 21
Financial Products..........cccccovuecininccnnneencns Receivables — trade and other ............c........ 9 15
Financial Products.........c.cccveveveiecenenieieene Long-term receivables — trade and other ..... 6 5
Financial Products.........c.cccecveeiecenenieceine Accrued EXPenSes.......veerueeeiererieeeerieieeenns (13) (14)
Commodity contracts
Machinery, Energy & Transportation............. Receivables — trade and other ............c........ 6 1
Machinery, Energy & Transportation............. Accrued EXPenSes.......oeerveeeierenieeeenieienenns ®) 31)
$ 3) $§ (43)
The total notional amounts of the derivative instruments are as follows:
(Millions of dollars) March 31, 2019 December 31, 2018
Machinery, Energy & Transportation..........c..eccceveueueirieueeriereuenineereesseieseseesesesesseseeseesesesssnene $ 2,003 $ 1,834
FINANCIAL PTOAUCES. .....covveeeeiacieie ettt esseneaes $ 9,001 $ 10,210

The notional amounts of the derivative financial instruments do not represent amounts exchanged by the parties. The
amounts exchanged by the parties are calculated by reference to the notional amounts and by other terms of the derivatives,
such as foreign currency exchange rates, interest rates or commodity prices.
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The effect of derivatives designated as hedging instruments on the Consolidated Statement of Results of Operations is

as follows:
Cash Flow Hedges
Three Months Ended March 31, 2019
Recognized in Earnings
Amount of Amount of  Amount of the line items
Gains Gains in the Consolidated
(Millions of dollars) (Losses) (Losses) Statement of Results of
Recognized Classification of Reclassified Operations containing
in AOCI Gains (Losses) from AOCI hedging gains (losses)
Foreign exchange contracts
Machinery, Energy & Transportation..... $ 17
Sales of Machinery, Energy &
Transportation .........c.ceeeveveveveveieienenennen $ s 12,724
Cost of 200ds SOId........cevrereerrririrnee 3 S 9,003
Financial Products.........cccceceeevrueuccnnnnne 22
Interest expense of Financial Products ... 7 $ 190
Other income (€XPense) ........o.eeveveevereenens 6 $ 160
Interest rate contracts
. : __ Interest expense excluding Financial
Machinery, Energy & Transportation..... Products.......c.coeveveeniniecnnieecneccreeee M 3 103
Financial Products..........cccocoveveineniennne (26) Interest expense of Financial Products ... 1 $ 190
$ 13 $ 11

Three Months Ended March 31, 2018
Recognized in Earnings

Amount of
Amount of Gains Gains Recognized in
(Losses) Recognized (Losses) Earnings
in AOCI Classification of Reclassified (Ineffective
(Effective Portion) Gains (Losses) from AOCI Portion)
Foreign exchange contracts
Machinery, Energy & Transportation. $ 39  Other income (expense) .. $ 1§ —
Financial Products (33) Other income (expense).. (29) —
Financial Products Interest expense of Financial Products .... 3 —
Interest rate contracts
Financial Products.............cccoevvenenn. — Interest expense of Financial Products .... 1 —
$ 6 $ 24) $ —

The effect of derivatives not designated as hedging instruments on the Consolidated Statement of Results of Operations
is as follows:

(Miltions of dollars) Classification of Gains (Losses) Thﬁle;)gtll:zgfg e Thﬁngl?gtll:zgilg e
Foreign exchange contracts
Machinery, Energy & Transportation.............. Other income (EXPEense) ............oeoveenenene $ 6 3 16
Financial Products..........cccocevevivineninnenieene Other income (€Xpense) ..........eeeveeenene 29) 7
Commodity contracts
Machinery, Energy & Transportation............... Other income (€Xpense) ..........eeeveeenene 23 )
$ — S —
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We enter into International Swaps and Derivatives Association (ISDA) master netting agreements within Machinery,
Energy & Transportation and Financial Products that permit the net settlement of amounts owed under their respective
derivative contracts. Under these master netting agreements, net settlement generally permits the company or the
counterparty to determine the net amount payable for contracts due on the same date and in the same currency for similar
types of derivative transactions. The master netting agreements generally also provide for net settlement of all outstanding
contracts with a counterparty in the case of an event of default or a termination event.

Collateral is generally not required of the counterparties or of our company under the master netting agreements. As of
March 31,2019 and December 31, 2018, no cash collateral was received or pledged under the master netting agreements.
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The effect of the net settlement provisions of the master netting agreements on our derivative balances upon an event of
default or termination event is as follows:

March 31, 2019 Position
Gross Amounts Net Amount of
Gross Offset in the Assets Presented
(Millions of dollars) Amount of Statement of in the Statement Cash Net
Recognized Financial of Financial Financial Collateral Amount of
Assets Position Position Instruments Received Assets
Derivatives
Machinery, Energy &
Transportation............c.e...... $ 27§ — 8 27 % 19) 8 — 3 8
Financial Products 106 — 106 (22) — 84
Total ... $ 133§ — $ 133§ 1) $ — 3 92
Gross Amounts Not Offset in
the Statement of Financial
March 31, 2019 Position
Net Amount of
Gross Amounts Liabilities
o Gross Offset in the Presented in the
(Millions of dollars) Amount of Statement of Statement of Cash Net
Recognized Financial Financial Financial Collateral Amount of
Liabilities Position Position Instruments Pledged Liabilities
Derivatives
Machinery, Energy &
Transportation.................... $ (32) % — S 32 $ 19 — 3 (13)
Financial Products................... (76) — (76) 22 — (54)
Total .....ooveeiieiieeeee $ (108) $ — $ (108) $ 41 3 — 3 67)
Gross Amounts Not Offset in
the Statement of Financial
December 31, 2018 Position
Gross Amounts Net Amount of
Gross Offset in the Assets Presented
(Millions of dollars) Amount of Statement of in the Statement Cash Net
Recognized Financial of Financial Financial Collateral Amount of
Assets Position Position Instruments Received Assets
Derivatives
Machinery, Energy &
Transportation... $ 19§ — 3 19 5 19) 8 — 3 -
Financial Products.................... 112 — 112 (34) — 78
Total ..o $ 131  § — 3 131  $ 53) $ — 3 78
Gross Amounts Not Offset in
the Statement of Financial
December 31, 2018 Position
Net Amount of
Gross Amounts Liabilities
o Gross Offset in the Presented in the
(Millions of dollars) Amount of Statement of Statement of Cash Net
Recognized Financial Financial Financial Collateral Amount of
Liabilities Position Position Instruments Pledged Liabilities
Derivatives
Machinery, Energy &
Transportation..................... $ @®7) $ — 8 @®7) 8 19 8 — 8 (68)
Financial Products.................... (63) — (63) 34 — 29)
Total ..o $ (150) $ — § (150) $ 53§ — $ 97)

Gross Amounts Not Offset in
the Statement of Financial
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6. Inventories

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

(Millions of dollars) Mazroclhg?al, Decezn(llll)gr 31,

RAW MBLETIALS. ...t ettt e e e e e e eee e e et e e eeneeeesaesaeenean $ 3592 $ 3,382

WOTKAII-PIOCESS ...ttt ettt ettt ettt sttt s ettt e sttt e b et et ebe e seenens 2,737 2,674

FINIShed SOOMS ..cuveviiiiiieiieeee ettt 5,785 5,241

SUPPLIES ..ttt ettt b ettt et bbbt bt eb et at et et e tente e 226 232

TOtAl INVENTOTIES....ecuvieuiieiiieiieeiie ettt ettt et et e e e et e e e e e te e teeeseebeesbeesseessesasesssesssenseesseans $ 12,340  $ 11,529
7. Intangible assets and goodwill

A. Intangible assets

Intangible assets are comprised of the following:

March 31, 2019

(Millions of dollars) Weighted Gross

Amortizable Carrying Accumulated

Life (Years) Amount  Amortization Net
Customer relationships ..........cocceeririnierneniincecceee e 15 $ 2450 § (1,283) $ 1,167
Intellectual PrOPEILY ......cc.evererererieieieiertetet ettt ettt e see e see e 12 1,522 (966) 556
ORET ..ttt 13 199 (115) 84
Total finite-lived intangible aSSetS .......cceeeerererereeerereieeeeee s 14 $ 4,171 $ (2,364) $ 1,807

December 31, 2018
Weighted Gross

Amortizable Carrying Accumulated

Life (Years) Amount  Amortization Net
Customer relationships ..........coeceerieinieininieincccee e 15 $ 2463 § (1,249) § 1,214
Intellectual PrOPEILY ......cc.evererererieieieiertetet ettt ettt e see e see e 11 1,557 (965) 592
ONET ..ttt 13 199 (108) 91
Total finite-lived intangible aSSetS .......coceeeevererereereereeeeiee e 14 $ 4219 $ (2,322) $ 1,897

Amortization expense for the three months ended March 31,2019 and 2018 was $82 million and $83 million, respectively.
Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

Remaining Nine
Months of 2019 2020 2021 2022 2023 Thereafter

$243 $310 $292 $273 $215 $474

B. Goodwill

No goodwill was impaired during the three months ended March 31, 2019 or 2018.
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The changes in carrying amount of goodwill by reportable segment for the three months ended March 31, 2019 were as

follows:
(Millions of dollars) December 31, Other March 31,
2018 Adjustments ' 2019
Construction Industries
Goodwill $ 304 % 1M s 303
IMPAITMENES .....eveiieiiiecieee ettt eb e eeas (22) — (22)
Net Z0OAWILL.......oouieeiieieiiiieieeeeeeee e 282 (1) 281
Resource Industries
GOOAWILL ...t 4,172 14) 4,158
IMPAITMENES......ooiiiiiiericie ettt (1,175) — (1,175)
Net goodwill 2,997 (14) 2,983
Energy & Transportation
GOOAWILL ...t 2,882 (10) 2,872
All Other ?
GOOAWILL ...t 56 €)) 55
Consolidated total
GOOAWILL ...t 7,414 (26) 7,388
IMPAITMENES .....eveiieiiiecieee ettt eb e eeas (1,197) — (1,197)
Net 200AWIlL......voeiiieieeeeceeeeeee e $ 6,217 $ 26) $ 6,191

! Other adjustments are comprised primarily of foreign currency translation.
% Includes All Other operating segment (See Note 16).

8. Investments in debt and equity securities

We have investments in certain debt and equity securities, primarily at Insurance Services, which are recorded at fair
value and are primarily included in Other assets in the Consolidated Statement of Financial Position.

Debt securities have been classified as available-for-sale and the unrealized gains and losses arising from the revaluation
ofthese debt securities are included, net of applicable deferred income taxes, in equity (Accumulated other comprehensive
income (loss) in the Consolidated Statement of Financial Position). The unrealized gains and losses arising from the
revaluation of the equity securities are included in Other income (expense) in the Consolidated Statement of Results of
Operations. Realized gains and losses on sales of investments are generally determined using the specific identification
method for debt and equity securities and are included in Other income (expense) in the Consolidated Statement of Results
of Operations.
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The cost basis and fair value of debt securities with unrealized gains and losses included in equity (Accumulated other
comprehensive income (loss) in the Consolidated Statement of Financial Position) were as follows:

March 31, 2019 December 31, 2018
Unrealized Unrealized
(Millions of dollars) Cost Prggnl:et Fair Cost Prz:?nls\let Fair
Basis (Losses) Value Basis (Losses) Value

Government debt

U.S. treasury bonds ..........cccecevveenenecnecnncnnne $ 9 3 — 3 9 9 9 % —  $ 9

Other U.S. and non-U.S. government bonds... 50 — 50 42 — 42
Corporate bonds

Corporate bonds .......coccvcevererereenienienenienenne 775 2 777 735 (15) 720

Asset-backed securities 61 — 61 63 — 63
Mortgage-backed debt securities

U.S. governmental agency ............cceeverververeenne 305 (1) 304 301 4) 297

Residential.........ccceverieireninineineeeecee 7 — 7 7 — 7

Commercial .......ccceevvevieneeieeee e 17 — 17 14 (1) 13
Total debt securities ....................ccocceevvievennn. $ 1224 § 1 $ 1225 8§ 1,171 § 200 $ 1,151

Available-for-sale investments in an unrealized loss position that are not other-than-temporarily impaired:

March 31, 2019
Less than 12 months ' 12 months or more ! Total
- Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses

Corporate bonds
Corporate bonds............ccccevrverereerrnnn. $ 20 $ — 3 342 $ 3 8 362 $ 3
Mortgage-backed debt securities

U.S. governmental agency..............c..... 22 — 156 2 178
Total...ooovveeeeeeeeeeeeeeeeee e $ 42 3 — 3 498 $ 59 540 $ 5
December 31, 2018
Less than 12 months ' 12 months or more ' Total
- Fair Unrealized Fair Unrealized Fair Unrealized
(Millions of dollars) Value Losses Value Losses Value Losses

Corporate bonds

Corporate bonds.........ccoveeevirerrerrneene $ 280 $ 38 391§ 11 8 671 $ 14

Asset-backed securities 6 — 38 1 44 1
Mortgage-backed debt securities

U.S. governmental agency.................... 52 — 223 5 275 5

Commercial ........cccooevevieinccinincinene — — 14 1 14

Total.....coeeieicce e $ 338§ 3 8 666 $ 18 § 1,004 § 21

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

Corporate Bonds. The unrealized losses on our investments in corporate bonds relate to changes in interest rates and
credit-related yield spreads since time of purchase. We do not intend to sell the investments, and it is not likely that we
will be required to sell the investments before recovery of their amortized cost basis. We do not consider these investments
to be other-than-temporarily impaired as of March 31, 2019.
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Mortgage-Backed Debt Securities. The unrealized losses on our investments in U.S. government agency mortgage-
backed securities relate to changes in interest rates and credit-related yield spreads since time of purchase. We do not
intend to sell the investments, and it is not likely that we will be required to sell the investments before recovery of their
amortized cost basis. We do not consider these investments to be other-than-temporarily impaired as of March 31, 2019.

The cost basis and fair value of the available-for-sale debt securities at March 31, 2019, by contractual maturity, is shown
below. Expected maturities will differ from contractual maturities because borrowers may have the right to prepay and
creditors may have the right to call obligations.

March 31, 2019

(Millions of dollars) Cost Basis Fair Value

DU N ONE YEAT OF L8SS ...eueuiienieiiteiete ettt ettt ettt sttt e neseeeenea $ 132§ 132
Due after one year through fIVe YEarS ......c..coeveriiiiiiieieieiee e 617 618
Due after five years through ten YEars.........ccceveveririeierieieiereeeeeee et 129 129
DUC ATET tEIN JEATS ...ttt ettt 17 18
U.S. governmental agency mortgage-backed securities... 305 304
Residential mortgage-backed SECUTTHIES ......ccvevirieieieieieierieste et ee et e e e e see e eseeseesaeneas 7 7
Commercial mortgage-backed SECUITHIES .........cerueuirieiieiiie et 17 17
Total debt securities — available-for-sale $ 1,224 § 1,225

Sales of available-for-sale securities:

Three Months Ended March 31

(Millions of dollars) 2019 2018

Proceeds from the sale of available-for-sale SECUIILIES ........ccveririeieieeieieieieresese e $ 47 3 73
Gross gains from the sale of available-for-sale SECUTITHES .......cccverireriiieieiieenereeeceee $ — —
Gross losses from the sale of available-for-sale securities $ 1 3 —

For the three months ended March 31, 2019 and March 31, 2018, the net unrealized gains (losses) for equity securities
were $38 million and $(2) million, respectively.

9. Postretirement benefits

A. Pension and postretirement benefit costs

Other
U.S. Pension Non-U.S. Pension Postretirement
Benefits Benefits Benefits
(Millions of dollars) March 31 March 31 March 31

2019 2018 2019 2018 2019 2018

For the three months ended:
Components of net periodic benefit cost:

SEIVICE COSE ..vrvinietiiieiieteiete ettt see ettt see et stese et aesbeseenens $ 29 $ 32 $ 21 § 22 $ 20 §$ 21
INETESE COSE ..uvviiiiiiiiiieeiie ettt e e 150 133 23 25 34 31
Expected return on plan assets .........cocveeeeeeerienienienienenesennens (181) (202) 37 (56) 4) ®)
Amortization of prior service cost (credit).........ccocerrerrierrennnne. — — — (10) )

Net periodic benefit cost (benefit) !

' The service cost component of net periodic pension and other postretirement benefits cost (benefit) is included in Operating costs
in the Consolidated Statement of Results of Operations. All other components of net periodic pension and other postretirement
benefits cost (benefit) are included in Other income (expense) in the Consolidated Statement of Results of Operations.
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10.

We made $119 million of contributions to our pension and other postretirement plans during the three months ended
March 31, 2019. We currently anticipate full-year 2019 contributions of approximately $315 million.

B. Defined contribution benefit costs

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

Three Months Ended
March 31
(Millions of dollars) 2019 2018
ULS. PLANS ..ottt ettt ettt ettt ettt st e te b ete et e seebeebere et e b ebe et e s e ete s ere et ensete s ere et ensereaee $ 137 $ 73
Non-U.S. Plans 21 22
$ 158 $ 95

Leases

A. Lessee Arrangements

We lease certain property, information technology equipment, warehouse equipment, vehicles and other equipment
through operating leases. We recognize a lease liability and corresponding right-of-use asset based on the present value
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 property and information
technology equipment leases, we have elected to separate payments for lease components from non-lease components.
For all other leases, we have elected to not separate payments for lease and non-lease components. Our lease agreements
may include options to extend 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 liabilities. We have elected not to recognize
right-of-use assets or lease liabilities for leases with a term of twelve months or less.

Our finance leases are not significant and therefore, are not included in the following disclosures.

The components of lease costs were as follows:

(Millions of dollars)
Three Months Ended
March 31
2019
Operating lease cost ... e § 64
Short-term lease cost ... 12

Operating lease right-of-use assets are recognized in Other assets in the Consolidated Statement of Financial Position.
The operating lease liabilities are recognized in Other current liabilities and Other liabilities.
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Supplemental information related to leases was as follows:

(Millions of dollars)

March 31, 2019 January 1, 2019
Operating Leases
OFNET @SSELS .....veuiveeetiieieteiiteteteeeet et etes et ettt sttt b eseses e esesesess s etesessesesesessesesesens $ 689 $ 713
Other current lHabilities ...........ccocieveviuiieieieiiieeeieecee ettt $ 188 $ 209
Other HHAbIItIES ......uiieiieieiieeiie et $ 513 $ 511
Weighted average remaining lease term
OPEIAtING LICASES ......ovecveeeieeeereieeteeee ettt ettt e ettt eteere s ese s e ereeseereeneas 7 years 7 years
Weighted average discount rates
OPEIAtING LEASES .....vecvievieeieiieieieteste sttt ettt et teere s e s e s e ssesaesreeaeas 2% 2%

Maturities of operating lease liabilities at March 31, 2019 and minimum payments for operating leases having initial or
remaining non-cancelable terms in excess of one year at December 31, 2018 were as follows:

(Millions of dollars) March 31, 2019
Amounts Due In
Remaining nine months 0f 2019 .............cooviiiiiiiiieiceceeee ettt ettt $ 158
20200ttt et s et h et a ket h et a ekt a e e skt en ket h et e st b et e st ebeneenennas 163
2021 ettt ettt bt h e b a e s et et hea e s e st Rt ben st e s eae s e st eRe b entes e st eseebe st ebe s eneeseneesennan 119
2022 e b et a ettt h et a ket h etk et h et e st h et en ekt h et e st b et e st be st bennas 76
2023 ettt a ettt h et s et st s en st h st es et e Rt b e Rt et et eat s enteRe b en e ek e st eaeebeneebe s eneeseneeaennan 57
TREICATTET ...ttt a bbb et s e s e st s et e st s et n e s nene e e 197
Total [EASE PAYIMEIILS .......ecvvireiereereericteeteete ettt et eteeteeteeteeteessesseaseseeseeseeseeseessessessensensesesseereereens 770
Less: IMPULEA INEEIEST .....eeuveieieiesiesiecieeeeeetet ettt e st et e e e ete e e esaessesessessesseeseeseessessessessessassessensenes (69)
TOTAL. ...ttt ettt ettt ettt b ettt e b et se bt se st es ekt s ek s et b ettt st e st bt ese s b seseas e $ 701
December 31, 2018
Amounts Due In
2079 ettt h ettt a et h et n ket b et e st b et e st ebe e beneas $ 205
154
111
67
50
185
TORAL ...ttt s et a et st s ettt s s s ettt e sttt en et s neneneee $ 772
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Supplemental cash flow information related to leases was as follows:

(Millions of dollars)
Three Months Ended
March 31
2019

Cash paid for amounts included in the measurement of lease liabilities

Operating cash flows from Operating 1€ases ..............ccoeieierieieiiiiieeececeereereere e $ 51
Right-of-use assets obtained in exchange for lease obligations:

OPETALING LEASES .....vovvevieeeietieetieteeeteet ettt ettt et ettt et et e ettt ese et et ese et eases et ese et easesenseseesensesenseannas $ 46

B. Lessor Arrangements

We lease Caterpillar machinery, engines and other equipment to customers and dealers around the world, primarily through
Cat Financial. Cat Financial leases to customers primarily through sales-type (non-tax) leases, where the lessee for tax
purposes is considered to 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 direct finance leases for financial accounting purposes, depending on the
characteristics of the lease. For tax purposes, Cat Financial is considered the owner of the equipment. Our lease agreements
may include options for the lessee to purchase the underlying asset at the end of the lease term for either a stated fixed
price or fair market value.

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

During the term of the equipment on operating leases, we evaluate our depreciation on a regular basis taking into
consideration expected residual values at lease termination. Adjustments to depreciation expense reflecting revised
estimates of expected residual values at the end of the lease terms are recorded prospectively on a straight-line basis. For
finance leases, residual value adjustments are recognized through a reduction of finance revenue.
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Contractual maturities of finance lease receivables (sales-type and direct finance leases) were as follows:

(Millions of dollars) March 31, 2019

Retail Wholesale
Amounts Due In Leases ' Leases Total
Remaining nine months 0f 2019 ............ccoevvevvevrevieicieeeeee e $ 2,391 $ 52 3 2,443
20200ttt ettt ettt eenea 2,272 50 2,322
2021 ettt 1,261 33 1,294
2022 ettt ettt sttt eenea 551 18 569
2023 ettt 220 7 227
TRETEATIET ... 74 3 77
TOtAL .. 6,769 163 6,932
Guaranteed residual value............cccoeoieiiiiiiincieeeeee 372 63 435
Unguaranteed residual value..............ccoeeeeeveievieceeeceeeeeereeeeens 817 34 851
Less: Unearned iNCOME.........c.ccevverierieieieeieiieieieiereereere e eee e (628) (15) (643)
TOtAl......cooiii e $ 7330 § 245§ 7,575

December 31, 2018

Retail Wholesale
Amounts Due In Leases ' Leases Total
2019 ettt bttt re e ene $ 2981 § 70 S 3,051
2020ttt ettt eene 2,026 48 2,074
2021 ettt ea ettt ereeene 1,073 30 1,103
2022 ettt eene 453 16 469
2023 ettt ettt ettt eneereeene 166 6 172
TREICATTET .....ceeeeeee e 56 3 59
TOLAL .ottt ene 6,755 173 6,928
Guaranteed residual value...........coeeiririeeoininieccee e 392 66 458
Unguaranteed residual value..... 822 35 857
Less: Unearned income... (628) (16) (644)
Total .........ccoooviiiiene $ 7341 § 258 8§ 7,599

" Included in Receivables - finance and Long-term receivables - finance on the Consolidated Statement of Financial Position.

? Included in Receivables - trade and other and Long-term receivables - trade and other in the Consolidated Statement of Financial
Position. Wholesale lease receivables are receivables of Cat Financial that arise when Cat Financial provides financing for a
dealer's lease of inventory.

Our finance lease receivables generally may be repaid or refinanced without penalty prior to contractual maturity.
Accordingly, this presentation should not be regarded as a forecast of future cash collections.

The carrying amount of equipment leased to others, included in Property, plant and equipment - net in the Consolidated
Statement of Financial Position, under operating leases was as follows:

25



Table of Contents

(Millions of dollars)

March 31, 2019 December 31, 2018
Equipment leased to others - at original COSt...........coceoeirecirinieinieieeeene $ 6411 § 6,015
Less: Accumulated depreciation............eceeeeieievierieneneseeeeeeeeeeee e sae e (2,047) (1,744)
Equipment leased to others - net $ 4364 § 4,271

Payments due for operating leases at March 31, 2019 and scheduled minimum rental payments for operating leases at
December 31, 2018 were as follows:

(Millions of dollars)

March 31, 2019
Remaining Nine
Months of 2019 2020 2021 2022 2023 Thereafter Total
$710 $629 $354 $175 $83 $90 $ 2,041
December 31, 2018
2019 2020 2021 2022 2023 Thereafter Total
$896 $574 $314 $158 $71 $69 $ 2,082

Revenues from finance and operating leases, primarily included in Revenues of Financial Products on the Consolidated
Statement of Results of Operations, were as follows:

(Millions of dollars)
Three Months Ended
March 31
2019
FINANCE 1@ASE TEVEIUE ........ioviieeiiiiieiiieie ettt ettt ettt a et s e s s e seseesesseseesensesenseseesensesensens $ 119
OPErating l@aASE TEVEIIUEC..........ccuieeieeieeieietesteetietiete et et et estessessessesaesteeseeseeseessessessessessesseessessessessessassenes 316
TOTAL ...ttt ettt ettt ettt e a et st s et a et st s et e s et se s st ae s st e s et bt e ettt ae s s ete e s s snas e $ 435

Revenues are presented net of sales and other related taxes.
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11.

Guarantees and product warranty

Caterpillar dealer performance guarantees

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

In 2016, we provided a guarantee to an end user related to the performance of contractual obligations by a Caterpillar
dealer. Under the guarantee, which expires in 2025, non-performance by the Caterpillar dealer could require Caterpillar
to satisfy the contractual obligations by providing goods, services or financial compensation to the end user up to an
annual designated cap.

Customer loan guarantees

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

Supplier consortium performance guarantees

We have provided guarantees to a customer in Brazil and a customer in Europe related to the performance of contractual
obligations by supplier consortiums to which our Caterpillar subsidiaries are members. The guarantees cover potential
damages incurred by the customers resulting from the supplier consortiums' non-performance. The damages are capped
except for failure of the consortiums to meet certain obligations outlined in the contract in the normal course of business.
The guarantees will expire when the supplier consortiums perform all their contractual obligations, which are expected
to be completed in 2022 for the customer in Europe and 2025 for the customer in Brazil.

Third party logistics business lease guarantees

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

We have dealer performance guarantees and third party performance guarantees that do not limit potential payment to
end users related to indemnities and other commercial contractual obligations. In addition, we have entered into contracts
involving industry standard indemnifications that do not limit potential payment. For these unlimited guarantees, we are
unable to estimate a maximum potential amount of future payments that could result from claims made.

No significant loss has been experienced or is anticipated under any of these guarantees. At March 31, 2019 and
December 31, 2018, the related liability was $10 million and $8 million, respectively. The maximum potential amount
of future payments (undiscounted and without reduction for any amounts that may possibly be recovered under recourse
or collateralized provisions) we could be required to make under the guarantees are as follows:

(Millions of dollars) March 31, December 31,
2019 2018

Caterpillar dealer performance gUArantees ..........c..coceceeveeruerieerieerienerereeeeneeesseeenens $ 1,235  § 1,244
CUSLOMET 10AN UATANTEES .....evvevveierrerieeeeeieeienieietetessestesteeseeseeseessessesessessessesseaseeseeseas 36 31
Supplier consortium performance guarantees 541 527
Third party logistics business lease guarantees ...........c..cccveeveereeerenereneenenerenereenens 58 60
OthET QUATANTEES ...evievieeieeieieieiesiestesieeteete et eseeseesesessessesseeseesaeseessessensessessessesseaseeseesees 127 116
TOAL GUATAINTEES ....vevvevieiieteeieiieteieiete ettt teset et esese s esesesesseseseseeesesesessesesesessesesenessesens $ 1,997 §$ 1,978
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Cat Financial provides guarantees to repurchase certain loans of Caterpillar dealers from a special-purpose corporation
(SPC) that qualifies as a variable interest entity. The purpose of the SPC is to provide short-term working capital loans
to Caterpillar dealers. This SPC issues commercial paper and uses the proceeds to fund its loan program. Cat Financial
has a loan purchase agreement with the SPC that obligates Cat Financial to purchase certain loans that are not paid at
maturity. Cat Financial receives a fee for providing this guarantee, which provides a source of liquidity for the SPC. Cat
Financial is the primary beneficiary of the SPC as its guarantees result in Cat Financial having both the power to direct
the activities that most significantly impact the SPC’s economic performance and the obligation to absorb losses, and
therefore Cat Financial has consolidated the financial statements of the SPC. As of March 31, 2019 and December 31,
2018, the SPC’s assets of $1,167 million and $1,149 million, respectively, were primarily comprised of loans to dealers,
and the SPC’s liabilities of $1,166 million and $1,148 million, respectively, were primarily comprised of commercial
paper. The assets of the SPC are not available to pay Cat Financial's creditors. Cat Financial may be obligated to perform
under the guarantee if the SPC experiences losses. No loss has been experienced or is anticipated under this loan purchase
agreement.

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

(Millions of dollars) 2019
Warranty lability, JANUATY ©........ccoioiiiiiiieietee ettt ettt sttt ettt e b et e s e et e st et et eseese st ebe s eneasaneeaennas $ 1,391
Reduction in lHability (PAYIMEILS) ......ccuervertertirtieiieiteteteteste ettt et tteste e e be st e sbeebe et e eaeessenteaessesbesbesseeseeneeneensensesensas (199)
Increase in 1Hability (NEW WAITANTIES) .....ccveruirrirririeieieiertestesteeteesteseestetestessessesseeseeseessensensessessessessesseeseeseensensensensenses 205
Warranty Hability, MATCH 3 1........cccieiiiiiiieiieieietiieetetee ettt ettt ettt b et te s se b e e esesseseebesaesesseseesassesesseseesesnas $ 1,397
(Millions of dollars) 2018
Warranty Hability, JANUATY L..........ccoirieirieiiiiieiiieietet ettt ettt ettt s e ete s e seeseseesesseseesessesesseseesesseseseseesesnas $ 1,419
Reduction in liability (PAYMENLS) ......ceiueiiiirieirieietertei ettt ettt ettt e et e s b et e st e st b et e b et e s e es et esesaeneeseeene (783)
Increase in liability (NEW WAITANLIES) .....coueuveuerieeirteietirtetieteietesteseeteseetesteseeteseetesseseebeneeseeseseebeneeseaseseabeneeseseneesensesenane 755
Warranty 1iability, DECEMBET 31 .......c.eiiiuiiiiiitiieiiiei ettt ettt ettt st et ete e se s ese e b et eseeseneebenseneaseneesennas $ 1,391
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12.

Profit per share
Computations of profit per share: Three Months Ended
March 31
(Dollars in millions except per share data) 2019 2018
Profit fOr the PEOA (A) 1 ....eeeeeeeeeeeeeeeeee e se e se s seeeseeeseeeseeeseeseeesesaneee $ 1,81 $ 1,665
Determination of shares (in millions): -
Weighted-average number of common shares outstanding (B) ..........c.ccecvvieieieeeeeieicceeeeeeeeeeee 572.4 598.0
Shares issuable on exercise of stock awards, net of shares assumed to be purchased out of proceeds
At AVETAZE MATKET PIICE ....ecviiviiiierereireereeteete ettt et et et et e eteeteeteeaeeasessesesseeseeseeseereeseessessessensensensesseessersene 6.4 10.0
Average common shares outstanding for fully diluted computation (C)? ............ccoocovvvevvrevereeceers 578.8 608.0
Profit per share of common stock: -
AssUMINg N0 dITUHON (A/B) .......vivieeeeeeeeeeeeeeeeeeeeeeeeeeeetee ettt ees et eesenenn $ 329 $ 2.78
AsSUMING FUIL AIIHON (AVC) 2 ..o e e e s e es e ee s ee e $ 325§ 2.74
Shares outstanding as of March 31 (in mMillIONS) .........ccoovuiviiiiiiieieicicieee e 571.7 597.9

! Profit attributable to common shareholders.

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

Stock options to purchase 2,986,014 and 1,557,275 common shares were outstanding for the three months ended March 31,
2019 and 2018, respectively, which were not included in the computation of diluted earnings per share because the effect

would have been anti-dilutive.

In July 2018, the Board approved a share repurchase authorization of up to $10.0 billion of Caterpillar common stock
effective January 1, 2019, with no expiration (the 2018 Authorization). As of March 31, 2019, approximately $9.2 billion

remained available under the 2018 Authorization.

During the first quarter of 2019, we repurchased 5.7 million shares of our common stock at an aggregate cost of $751
million. These purchases were made through a combination of an accelerated stock repurchase agreement with a third-

party financial institution and open market transactions.
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13. Accumulated other comprehensive income (loss)

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

Pension and

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

Three Months Ended March 31, 2019
Balance at December 31, 2018....................... $ (1,601) $ 12 $ 80) $ (15) $ (1,684)

Adjustment to adopt new accounting
guidance related to reclassification of
certain tax effects from accumulated other

comprehensive iNnCOmMe ..............cceevveveereennnn. 98 19 ) — 108
Balance at January 1, 2019..........c.ccocune. (1,503) 31 (89) (15) (1,576)
Other comprehensive income (loss) before
reclassifications.......coeeeveverveneenienenenceeennen (22) - 10 15 3
Amounts reclassified from accumulated
other comprehensive (income) loss — (7) ) 1 (15)
Other comprehensive income (loss) (22) 7 1 16 (12)
Balance at March 31, 2019...........ccocovevvenenne. $ (1,525) $ 24 3 88) $ 1 $ (1,588)
Three Months Ended March 31, 2018
Balance at December 31, 2017...................... $ (1,205) $ 46 $ “41) $ 8 $ (1,192)
Adjustment to adopt recognition and
measurement of financial assets and
liabilities guidance............ccccovvvvreverreennnns — — — (11) (11)
Balance at January 1, 2018.......................... (1,205) 46 41) 3) (1,203)
Other comprehensive income (loss) before
reclassifications...........c.eeveeeveeviieieeieeieeenenns 183 2 5 (11) 175
Amounts reclassified from accumulated
other comprehensive (income) loss ............. 1 (7) 18 — 12
Other comprehensive income (loss) ............ 184 9 23 (11 187
Balance at March 31,2018.............c.cccco......... $ (1,021) $ 37 S 18) $ (14) $ (1,016)
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14.

The effect of the reclassifications out of Accumulated other comprehensive income (loss) on the Consolidated Statement
of Results of Operations is as follows:

Three Months Ended March 31

o Classification of
(Millions of dollars) income (expense) 2019 2018

Foreign currency translation

Gain (loss) on foreign currency translation...... Other income (expense).... $ — 1
Reclassifications NEt OF tAX ............o.ceveviueueeeeeeeeeeeeeeeee e e e e e eeeeeseneenas $ — 3 )
Pension and other postretirement benefits:

Amortization of prior service credit (cost)....... Other income (expense).... $ 10§ 9
Tax (Provision) DENEit ..........cceevevveievieeieeee ettt 3) )
Reclassifications NEt OF taX .......cceuirieiiieieirieieeeee s $ 7 S 7
Derivative financial instruments:

Sales of Machinery,

Foreign exchange contracts.............ccccoeeveueuenene Energy & Transportation.. $ 1 8 —

Foreign exchange contracts...............ccoevevveneee Cost of goods sold ............ 3) —
Interest expense of

Foreign exchange contracts............ccccoeceuenenee. Financial Products ............ 3

Foreign exchange contracts............c.ccccecereeuenee. Other income (expense).... 6 (28)
Interest expense excluding

Interest rate contracts ........c..cccoeeveverveincneeene. Financial Products............. 1) —
Interest expense of

Interest rate CONtracts .........ccccccvveevvvenecrennnene Financial Products 1 1
Reclassifications DEfOre taX ..........c.ccvevvevvierierieiieiieiceeiee ettt 11 (24)
Tax (Provision) DENETIt ..........cceeveveeveereeieeceee ettt 2) 6
Reclassifications Nt OF taX ...........c.ccvevveviieiieiciiciieiceeeee et $ 9 3 (18)
Available-for-sale securities:

Realized gain (10SS) .......ccoevevveeivieeeriieieieinine Other income (expense).... $ 1) $ —
Reclassifications NEE OF TAX ........eeeeeeeeeeeeeeeee et e e e e e e e e e e eeeeeeseeaneeeas $ a1 $ —

Total reclassifications from Accumulated other comprehensive income (loss)... $ 15 3 (12)

Environmental and legal matters

The Company is regulated by federal, state and international environmental laws governing its use, transport and disposal
of substances and control of emissions. In addition to governing our manufacturing and other operations, these laws often
impact the development of our products, including, but not limited to, required compliance with air emissions standards
applicable to internal combustion engines. We have made, and will continue to make, significant research and development
and capital expenditures to comply with these emissions standards.
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We are engaged in remedial activities at a number of locations, often with other companies, pursuant to federal and state
laws. When it is probable we will pay remedial costs at a site, and those costs can be reasonably estimated, the investigation,
remediation, and operating and maintenance costs are accrued against our earnings. Costs are accrued based on
consideration of currently available data and information with respect to each individual site, including available
technologies, current applicable laws and regulations, and prior remediation experience. Where no amount within a range
of estimates is more likely, we accrue the minimum. Where multiple potentially responsible parties are involved, we
consider our proportionate share of the probable costs. In formulating the estimate of probable costs, we do not consider
amounts expected to be recovered from insurance companies or others. We reassess these accrued amounts on a quarterly
basis. The amount recorded for environmental remediation is not material and is included in Accrued expenses. We believe
there is no more than a remote chance that a material amount for remedial activities at any individual site, or at all the
sites in the aggregate, will be required.

On January 7, 2015, the Company received a grand jury subpoena from the U.S. District Court for the Central District
of Illinois. The subpoena requests documents and information from the Company relating to, among other things, financial
information concerning U.S. and non-U.S. Caterpillar subsidiaries (including undistributed profits of non-U.S.
subsidiaries and the movement of cash among U.S. and non-U.S. subsidiaries). The Company has received additional
subpoenas relating to this investigation requesting additional documents and information relating to, among other things,
the purchase and resale of replacement parts by Caterpillar Inc. and non-U.S. Caterpillar subsidiaries, dividend
distributions of certain 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 Internal Revenue
Service executed search and seizure warrants at three facilities of the Company in the Peoria, Illinois area, including its
former corporate headquarters. The warrants identify, and agents seized, documents and information related to, among
other things, the export of products from the United States, the movement of products between the United States and
Switzerland, the relationship between Caterpillar Inc. and Caterpillar SARL, and sales outside the United States. It is the
Company’s understanding that the warrants, which concern both tax and export activities, are related to the ongoing grand
jury investigation. The Company is continuing to 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.

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

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

Income taxes
The provision for income taxes for the first three months of 2019 reflected an estimated annual tax rate of 26 percent,
compared to 24 percent for the first three months 0f 2018, excluding the discrete items discussed in the following paragraph.

The increase was largely driven by the application of U.S. tax reform provisions to the earnings of certain non-U.S.
subsidiaries, which do not have a calendar fiscal year-end. These provisions did not apply to these subsidiaries in 2018.
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As a result of final regulations received in January 2019 providing additional guidance related to the calculation of the
mandatory deemed repatriation of non-U.S. earnings due to U.S. tax reform, we recorded a discrete tax benefit of $178
million in the first quarter of 2019 to adjust unrecognized tax benefits. In addition, a discrete tax benefit of $23 million
was recorded in the first three months of 2019, compared with $40 million in the first three months of 2018, for the
settlement of stock-based compensation awards with associated tax deductions in excess of cumulative U.S. GAAP
compensation expense.

On January 31, 2018, we received a Revenue Agent's Report from the Internal Revenue Service (IRS) indicating the end
of the field examination of our U.S. income tax returns for 2010 to 2012. In the audits of 2007 to 2012 including the
impact of a loss carryback to 2005, the IRS has proposed to tax in the United States profits earned from certain parts
transactions by 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
tax laws and did not violate judicial doctrines. We have filed U.S. income tax returns on this same basis for years after
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 matter will not
have a material adverse effect on our consolidated financial position, liquidity or results of operations.

Segment information
A. Basis for segment information

Our Executive Office is comprised of a Chief Executive Officer (CEO), four Group Presidents, a Chief Financial Officer
(CFO), a General Counsel & Corporate Secretary and a Chief Human Resources Officer. The Group Presidents and CFO
are accountable for a related set of end-to-end businesses that they manage. The General Counsel & Corporate Secretary
leads the Law, Security and Public Policy Division. The Chief Human Resources Officer leads the Human Resources
Organization. The CEO allocates resources and manages performance at the Group President/CFO level. As such, the
CEO serves as our Chief Operating Decision Maker, and operating segments are primarily based on the Group President/
CFO reporting structure.

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

B. Description of segments

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

Construction Industries: A segment primarily responsible for supporting customers using machinery in infrastructure,
forestry and building construction applications. Responsibilities include business strategy, product design, product
management and development, manufacturing, marketing and sales and product support. The product portfolio includes
asphalt pavers, backhoe loaders, compactors, cold planers, compact track and multi-terrain loaders, mini, small, medium
and large track excavators, forestry excavators, feller bunchers, harvesters, knuckleboom loaders, motor graders,
pipelayers, road reclaimers, skidders, skid steer loaders, telehandlers, small and medium track-type tractors, track-type
loaders, utility vehicles, wheel excavators, compact, small and medium wheel loaders and related parts and work tools.
Inter-segment sales are a source of revenue for this segment.
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Resource Industries: A segment primarily responsible for supporting customers using machinery in mining, quarry and
aggregates, waste and material handling applications. Responsibilities include business strategy, product design, product
management and development, manufacturing, marketing and sales and product support. The product portfolio includes
large track-type tractors, large mining trucks, hard rock vehicles, longwall miners, electric rope shovels, draglines,
hydraulic shovels, rotary drills, large wheel loaders, off-highway trucks, articulated trucks, wheel tractor scrapers, wheel
dozers, landfill compactors, soil compactors, hard rock continuous mining systems, select work tools, machinery
components, electronics and control systems and related parts. Inaddition to equipment, Resource Industries also develops
and sells technology products and services to provide customers fleet management, equipment management analytics
and autonomous machine capabilities. Resource Industries also manages areas that provide services to other parts of the
company, including integrated manufacturing and research and development. Inter-segment sales are a source of revenue
for this segment.

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

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 leases, installment sale contracts, working capital
loans and wholesale financing plans. The segment also provides insurance and risk management products and services
that help customers and dealers manage their business risk. Insurance and risk management products offered include
physical damage insurance, inventory protection plans, extended service coverage for machines and engines, and dealer
property and casualty insurance. The various forms of financing, insurance and risk management products offered to
customers and dealers help support the purchase and lease of our equipment. The segment also earns revenues from
Machinery, Energy & Transportation, but the related costs are not allocated to operating segments.

All Other operating segment: Primarily includes activities such as: business strategy, product management and
development, manufacturing and sourcing of filters and fluids, undercarriage, ground engaging tools, fluid transfer
products, precision seals, rubber sealing and connecting components primarily for Cat products; parts distribution;
integrated logistics solutions, distribution services responsible for dealer development and administration including a
wholly owned dealer in Japan, dealer portfolio management and ensuring the most efficient and effective distribution of
machines, engines and parts; digital investments for new customer and dealer solutions that integrate data analytics with
state-of-the-art digital technologies while transforming the buying experience. Results for the All Other operating segment
are included as a reconciling item between reportable segments and consolidated external reporting.

C. Segment measurement and reconciliations

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

. Machinery, Energy & Transportation segment net assets generally include inventories, receivables, property,
plant and equipment, goodwill, intangibles, accounts payable and customer advances. Beginning in 2019,
operating lease right-of-use assets are included in segment assets. In 2018, the present value of future lease
payments for certain Machinery, Energy and Transportation 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 corporate level and are not included in segment
operations. Financial Products Segment assets generally include all categories of assets.

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

Goodwill allocated to segments is amortized using a fixed amount based on a 20 year useful life. This
methodology difference only impacts segment assets; no goodwill amortization expense is included in segment
profit. In addition, only a portion of goodwill for certain acquisitions made in 2011 or later has been allocated
to segments.

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

Stock-based compensation expense is not included in segment profit.

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

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

includes other income/expense items.

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

reporting. Please refer to pages 37 to 41 for financial information regarding significant reconciling items. Most of our
reconciling items are self-explanatory given the above explanations. For the reconciliation of profit, we have grouped
the reconciling items as follows:

Corporate costs: These costs are related to corporate requirements primarily for compliance and legal functions
for the benefit of the entire organization.

Restructuring costs: May include costs for employee separation, long-lived asset impairments and contract
terminations. These costs are included in Other operating (income) expenses except 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 primarily included in Cost of goods sold.
Beginning in 2019, only certain restructuring costs are excluded from segment profit. A table, Reconciliation
of Restructuring costs on page 39, has been included to illustrate how segment profit would have been impacted
by the restructuring costs. See Note 20 for more information.

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

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

reporting. For example, certain costs are reported on the cash basis for segment reporting and the accrual basis
for consolidated external reporting.
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Reportable Segments
Three Months Ended March 31

(Millions of dollars)
2019
Inter-
External segment Total sales Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit March 31 expenditures
Construction Industries.......... $ 5852 $ 21 $ 5873 3 80 3 1,085 $ 5331 § 28
Resource Industries 2,647 80 2,727 105 576 6,417 23
Energy & Transportation........ 4,233 977 5,210 152 838 8,565 98
Machinery, Energy &
Transportation................. 12,732 1,078 13,810 337 2,499 20,313 149
Financial Products Segment .. 850 — 850 206 211 35,753 246
Total ..o $ 13,582 § 1,078 $ 14,660 $ 543§ 2,710 $ 56,066 $ 395
2018
Inter-
External segment  Total sales  Depreciation Segment
sales and sales and and and Segment assets at Capital
revenues revenues revenues amortization profit December 31  expenditures
Construction Industries.......... $ 5,659 $ 18 $ 5,677 $ 8 $ 1,117 $ 4902 $ 42
Resource Industries ............... 2,208 101 2,309 116 378 6,442 23
Energy & Transportation........ 4,276 943 5,219 158 874 8,386 162
Machinery, Energy &
Transportation................. 12,143 1,062 13,205 363 2,369 19,730 227
Financial Products Segment .. 793 — 793 203 141 36,002 361
Total .o $ 12936 § 1,062 § 13,998 $ 566 $ 2,510 $ 55,732 $ 588

! Includes revenues from Machinery, Energy & Transportation of $131 million and $105 million in the first quarter of 2019 and 2018, respectively.
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For the three months ending March 31, 2019 and 2018, sales and revenues by geographic region reconciled to consolidated

sales and revenues were as follows:

Sales and Revenues by Geographic Region

(Millions of dollars)

Three Months Ended March 31, 2019

External
North Latin Asia/ Sales and
America America EAME Pacific Revenues

Construction INAUSLIIES........ccevveiieiieiieiieieceeee e $ 2,965 $ 319§ 1,006 $ 1,562 $ 5,852
Resource INAUSIIIES .....c..eeeeuvieerieceeeeeeeee et 951 423 468 805 2,647
Energy & Transportation.........ceceeververveereeeeieecvesseniessessesseseesnsnens 2,151 332 1,032 718 4,233
All Other operating SEZMENt ............ceeveereerieerieeeerieereeeeeereenenaes 8 — 11 18 37
Corporate Items and Eliminations 41) 1 3) 2) (45)
Machinery, Energy & Transportation Sales 6,034 1,075 2,514 3,101 12,724
Financial Products Segment 558 70 102 120 850
Corporate Items and Eliminations (69) (11) ) (19) (108)
Financial Products Revenues ...............cccccocoevvevievieneneneneneennnns 489 59 93 101 742

Consolidated Sales and Revenues

Three Months Ended March 31, 2018

............................................... $ 6,523 § 1,134 § 2,607 $

3,202 $ 13,466

Construction INAUSLIIES........c.coveeeeeieeeecee e $ 2,620 $ 344  § 1,067 $ 1,628 $ 5,659
Resource INAUSLIIES ......vvviiveiiiiieciiieceeeeee et 798 360 520 530 2,208
Energy & Transportation............occceeceeeeruenierenieenenreenensenennenennes 2,225 280 1,092 679 4,276
All Other operating SEZMENL .........c.eeereeieierierierieriesiesesesreseeeens 15 — 4 18 37
Corporate Items and Eliminations (28) 1 3) — (30)
Machinery, Energy & Transportation Sales 5,630 985 2,680 2,855 12,150
Financial Products Segment 512 74 101 106 793
Corporate Items and Eliminations (49) (13) %) 17) (84)
Financial Products Revenues ..................ccocoeiiiiniininnne. 463 61 96 89 709

............................................... $ 6,093 § 1,046 § 2,776 $

2,944  § 12,859

For the three months ending March 31, 2019 and 2018, Energy & Transportation segment sales by end user application were as

follows:

Energy & Transportation External Sales

(Millions of dollars)

Oil and gas .......ccceveveineiien
Power generation..........................
Industrial ........cccooerevreenirrecene
Transportation ..........cccceceeeeueeenee

Energy & Transportation External Sales

Three Months Ended March 31
2019 2018
......................................................................................................... $ 1,131 $ 1,215
......................................................................................................... 1,036 969
......................................................................................................... 904 906
......................................................................................................... 1,162 1,186
......................................................................................... $ 4233 § 4,276
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Reconciliation of Consolidated profit before taxes:

Machinery,
(Millions of dollars) Energy & Financial Consolidated
Transportation Products Total
Three Months Ended March 31, 2019
Total profit from reportable SEZMENtS .........cccovveueeiririeirrieieeeieeeeeseee e $ 2,499 $ 211§ 2,710
All Other Operating SEZMENL.........c.eeveierierererienteeiieteteteneste sttt ese e e seenee 25 — 25
COSE COIMERTS. ... evenieuiententeteete ettt e et et st bt et e bt e st et et et e s besbeebeebeestententensenbenses 24 — 24
COTPOTALE COSES .vevinriierinreiitentetee ettt ettt st ettt sttt sttt be et et e et saens 171) 5) (176)
THMINE. e+ ettt ettt et ettt e s et e e et esse b e ssesseeseeseeneensensensensensas (66) — (66)
RESIIUCLUIING COSTS .uvevvinriiiriieeieeieieieieieste et eteeteereesessesessesaessesseeseessessensensensensas 39) — 39
Methodology differences:
INVeNtory/CoSt OF SALES....c..ceutiuieiiiiieriertect et 7 — 7
Postretirement benefit expense 17) — 17
Stock-based compensation EXPENSE ..........cccoveuerrerieerieererieenrereneneeenseesennes (43) 2 (45)
Financing costs.... (64) — (64)
CUITEIICY .ttentienteenteenteeteeee et e estesetesseeseeesseeseeseenseenseenseeneesneeaneesseenseesseenseenseens 44 — 44
Other income/expense methodology differences ..........ccoceevveveirenncnecnnene. (129) — (129)
Other methodology differences...........cooeveririeieiieiiinineneeeeeeeee (12) 2 (10)
Total consolidated profit before taxes .........ccceeeeieerieirenieerieieeee e $ 2,058 $ 206 $ 2,264
Three Months Ended March 31, 2018
Total profit from reportable SEZMENtS .........cceeeeeeierierierieriere et $ 2,369 $ 141 $ 2,510
All Other Operating SEZMENL..........cveirueirerieiirteeetee ettt eee e 57 — 57
COSE COIMERTS. .. eveeuteutenteteteete ettt ettt ettt bbbt e bt et e sttt sae st e bt bt est et etenbenbebes 27 — 27
(168) — (168)
(84) — (84)
(69) — (69)
Methodology differences:
INVentory/Cost Of SALES.....cc.evruirieiiieieieiere et ®) — ®)
Postretirement benefit EXPense.......couevververeririeierieienienese ettt 87 — 87
Stock-based cOMPENSAtion EXPENSE .......evververrieierierierienieniiereereeeeteeeieseeneenee (48) 2) (50)
FINancing COSES....cuuruiriiririiiieieieeeteete ettt (78) — (78)
CUITEIICY .tntienteente ettt et ettt e st e st e st et et e et e et e eateeneesaeesseesaeesaeesneenseenseens 3 — 3
Other income/expense methodology differences ..........ocoevvvcvevevvenienienieniennne (78) — (78)
Other methodology differences..........coooeererieineiieneeeeeee e (13) 2) (15)
Total consolidated profit before taXes ........coovvveeriririeieirieieieeiee et $ 1,997 § 137§ 2,134
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Reconciliation of Restructuring costs:

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

Reconciliation of Restructuring costs:

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

Three Months Ended March 31, 2019

Construction INAUSLIIES .........ccvvevvieiiieiiieiieieeieeee et $ 1,085 $ ) 3 1,076
Resource INAUSEIIES ......ecveevieeieieieieieieececeiceteee e 576 (14) 562
Energy & Transportation...........c.eceeververrereneeeeeesiesiessessesseeessesessensenes 838 (11) 827
Financial Products Segment.............ccoceovrereireineneineeeeeceeceiee 211 211
All Other operating SEZMENL ........c..coveruerrererereeieieierene e seeeeeeeeeeens 25 %) 20

TOLAL ...ttt ettt et $ 2,735 $ 39 § 2,696

Three Months Ended March 31, 2018

Construction INAUSLIIES ........ooouvieeiiiiieeiceecee et $ 1,117 $ (14) $ 1,103
ReSOUICE INAUSIIIES ...veveeieeieiieiieieietesie st 378 (44) 334
Energy & Transportation..........c..eouereeruererereneeeeieienienesiesiesie e 874 %) 869
Financial Products Segment...........ccccoveririnininieieieneneneseeeeceens 141 — 141
All Other operating SEZMENt .........c.cceeveerueiririeerieinenieeneeeeeseee e 57 4) 53

TOtAL ..o $ 2,567 $ (67) $ 2,500
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Reconciliation of Assets:

Machinery,
(Millions of dollars) Energy & Financial Consolidating  Consolidated
Transportation Products Adjustments Total
March 31, 2019
Total assets from reportable SEGMENLtS .........ccccvrvvveeeeeririeeiririeeeeeens $ 20,313 $ 35,753 $ — § 56,066
All Other operating SEZMENL ...........ccererererererierierienieneneseseeneenean 1,393 — — 1,393
Items not included in segment assets:
Cash and short-term inVestments .............ccceeeevveeevreeeeneeeeeeeeeeeennen. 6,358 — — 6,358
Intercompany receivables ..........covevereririeienieieeeeeee s 1,579 — (1,579) —
Investment in Financial Products............ccceevvvevieecieeceeeeeeeenen. 3,843 — (3,843) —
Deferred INCOME tAXES ....oveverierierierieieeeeeeeeeeeeesiesresre e ese e eeeeesens 1,931 — (674) 1,257
Goodwill and intangible assets ... 4,429 — — 4,429
Property, plant and equipment — net and other assets 2,230 — — 2,230
Inventory methodology differences ...........cocevvevveierieneneneneneeenene (2,364) — — (2,364)
9,956 — — 9,956
(645) 69 (23) (599)
TOLAL ASSELS ...veueeviteiietee ettt ettt ettt ene e $ 49,023 $ 35,822 § (6,119) § 78,726
December 31, 2018
Total assets from reportable SEZMENtS ..........c.ceeveerreiererieerieieieienns $ 19,730 $ 36,002 $ — 55,732
All Other operating SEZMENt ..........c.ccerverrererererreriereereessesseseeeeeenees 1,279 — — 1,279
Items not included in segment assets:
Cash and short-term inVEStMENtS .........c..covvvveveeevieeieieeeee e, 6,968 — — 6,968
Intercompany receivables ........c.ccoevererereriiienieeeeeeeeeee 1,633 — (1,633) —
Investment in Financial Products.... 3,672 — (3,672) —
Deferred inCOMe taXeS ........cccevevieuinueerenieinieeniereenreeseeeeneeeenes 2,015 — (692) 1,323
Goodwill and intangible aSSets ..........ccevvvrceereerierierieniereeeeeeeeeenes 4,279 — — 4279
Property, plant and equipment — net and other assets ... 1,802 — — 1,802
Inventory methodology differences ...........ccoveveeneineneienciiene (2,503) — — (2,503)
Liabilities included in segment assets .........c.ceceeeeeeienieneneneneneneene 9,766 — — 9,766
ORET ...ttt et eae s eneas (166) 66 (37) (137)
TOLAL ASSELS «..vvveviveeeeteeeeteeteee ettt ettt et ev st asere s ereerensereeeaeas $ 48,475 $ 36,068 $ (6,034) $ 78,509
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Reconciliations of Depreciation and amortization:

(Millions of dollars) h]/;i‘lzl;g;eg ’ l;,l::f:;:lccl?sl Conzg(}igla ted
Transportation
Three Months Ended March 31, 2019
Total depreciation and amortization from reportable segments ............ccccoeveerecrencnnne $ 337§ 206 § 543
Items not included in segment depreciation and amortization:
AllL Other Operating SEZMENLT ........cc.evuerterueriirierieieterteree sttt st eseeseestestentessesbesbeereeneens 52 — 52
COSE CEILETS ....euiiiiiiitiiiecieeteet ettt s sttt 32 — 32
OBRET ...ttt 3 11 14
Total depreciation and aMOTtIZATION .........ceeveereeeeeereierierieseese e e eeeeaesae e sseeseeseeseens $ 424 % 217 $ 641
Three Months Ended March 31, 2018
Total depreciation and amortization from reportable Segments ............cccooeeeeerieereneennne $ 363 $ 203 $ 566
Items not included in segment depreciation and amortization:
All Other operating SEZMENL .........cc.eeruirieirieriiinieiertetetenree ettt nees 57 — 57
COSE CEILRTS ....evrententeterterteet ettt ettt ettt ettt ettt sbe bbbttt e e sb e bt ebeeseenees 31 — 31
OBRET .. cniitirtetctte ettt ettt ettt sttt 17 10 27
Total depreciation and aMOItIZALON ........c.ceuevrvriiiriiiiiteeieeceee e $ 468 § 213§ 681
Reconciliations of Capital expenditures:
Machinery,
(Millions of dollars) Energy & Financial Consolidating  Consolidated
Transportation Products Adjustments Total
Three Months Ended March 31. 2019
Total capital expenditures from reportable segments..............c.cccce.... $ 149 $ 246 $ —  $ 395
Items not included in segment capital expenditures:
All Other operating segment.... 13 — — 13
COSE CEIMTETS ..cuenvinririeiieieeiieietete ettt ettt eee 20 — — 20
TAMINE .ttt ettt eean 134 — — 134
OBNET ..ttt ettt 19) 5 ) (15)
Total capital eXpenditires..........coveueiruerieirieieeeieeeee e $ 297 $ 251  $ (1 $ 547
Three Months Ended March 31, 2018
Total capital expenditures from reportable segments.......................... $ 227§ 361 $ — S 588
Items not included in segment capital expenditures:
All Other operating SEZMENt...........ccueeveeeeerieeerienierenenereneeeens 11 — — 11
Cost centers 14 — — 14
TIMINZ ..ttt be et ens 175 — — 175
OBhET ...t (104) 77 4) 31)
$ 323§ 438 $ 4 $ 757
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17.

Cat Financial financing activities
Allowance for credit 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
where it is probable that certain receivables in the pool are impaired but the individual accounts cannot yet be identified.
In identifying and measuring impairment, management takes into consideration past loss experience, known and inherent
risks in the portfolio, adverse situations that may affect the borrower’s ability to repay, estimated value of underlying
collateral and current economic conditions.

Accounts are identified for individual review based on past-due status and information available about the customer, such
as financial statements, news reports and published credit ratings, as well as general information regarding industry trends
and the economic environment in which Cat Financial’s customers operate. The allowance for credit losses attributable
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 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 also considers credit enhancements
such as additional collateral and contractual third-party guarantees. The allowance for credit losses attributable to the
remaining accounts not yet individually identified as impaired is estimated based on loss forecast models utilizing
probabilities of default, our estimate of the loss emergence period and the estimated loss given default. In addition,
qualitative factors not able to be fully captured in the loss forecast models including industry trends, macroeconomic
factors and model imprecision are considered in the evaluation of the adequacy of the allowance for credit losses. These
qualitative factors are subjective and require a degree of management judgment.

Cat Financial’s allowance for credit losses is segregated into two portfolio segments:

. Customer - Finance receivables with retail customers.
. Dealer - Finance receivables with Caterpillar dealers.

A portfolio segment is the level at which the company develops a systematic methodology for determining its allowance
for credit losses.

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

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

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

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

. Mining - Finance receivables related to large mining customers worldwide and project financing in various
countries.

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

. Caterpillar Power Finance - Finance receivables originated worldwide related to marine vessels with Caterpillar

engines and Caterpillar electrical 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:

(Millions of dollars) March 31, 2019
Allowance for Credit Losses: Customer Dealer Total
Balance at beginning of year $ 486 $ 21 507
Receivables written Off .........c.cooeieirieinicicieeee e (38) — (38)
Recoveries on receivables previously written off...................... 8 — 8
Provision for credit losses 39 13 52
Balance at end of period.........cccooeiueirenieineiiee e $ 495 § 34 529
Individually evaluated for impairment..............ccocoevevieverieinieennnns $ 302 % 27 329
Collectively evaluated for impairment............ccceceevvereerenrenneencnne. 193 7 200
Ending Balance...........ocoovoueuiiovevieieeeeiceeeeeee e $ 495 § 34 529
Recorded Investment in Finance Receivables:
Individually evaluated for impairment............c.ccocoeveeieenieireennnne $ 813 § 78 891
Collectively evaluated for impairment............cccceceeveerienenennenncnne. 17,881 3,347 21,228
Ending Balance $ 18,694 $ 3,425 22,119
(Millions of dollars) December 31,2018
Allowance for Credit Losses: Customer Dealer Total
Balance at beginning of year...........cccooeirenieinenieeseeeeeeeee $ 353§ 9 362
Receivables written Off..........cceoeverinininiiieeeeeeee (235) — (235)
Recoveries on receivables previously written off ....................... 46 — 46
Provision for credit losses 337 12 349
ONET ..t (15) — (15)
Balance at end 0f Year........ccoooveeiririeieiieieieeeeeese e $ 486 § 21 507
Individually evaluated for impairment...............ccccceeveervevireniennnnen $ 288 $ 14 302
Collectively evaluated for impairment............cecevververeneeeeeennnne. 198 7 205
Ending Balance ..........cccoveieviiiieiiieiicecieeeee s $ 486 $ 21 507
Recorded Investment in Finance Receivables:
Individually evaluated for impairment..............ccceceveererineniencnne. $ 858 § 78 936
Collectively evaluated for impairment.............cceveeveerereneeennnnne 18,152 3,338 21,490
Ending Balance ...........cocooveuiieiiuiiiiiieieiieeieteeeeeeeeee e $ 19,010 $ 3,416 22,426

Credit quality of finance receivables

At origination, Cat Financial evaluates credit risk based on a variety of credit quality factors including prior payment
experience, customer financial information, credit-rating agency ratings, loan-to-value ratios and other internal metrics.
On an ongoing basis, Cat Financial monitors credit quality based on past-due status and collection experience as there is
a meaningful correlation between the past-due status of customers and the risk of loss.

In determining past-due status, Cat Financial considers the entire recorded investment in finance receivables past due
when any installment is over 30 days past due. The tables below summarize the recorded investment in finance receivables

by aging category.

43



Table of Contents

March 31, 2019
31-60 61-90 91+ Recorded.
(Millions of dollars) Days Days Days Total Past lnvlgisltlr:necnet " 91+ Still
Past Due  Past Due  Past Due Due Current Receivables Accruing
Customer
North America...................... $ 89 § 18 $ 44 $ 151 $ 7,786 $ 7,937 $ 10
Europe .....ooovevvevevevieieiens 31 17 158 206 2,794 3,000
Asia Pacific ......coceevevenennns 28 13 12 53 2,450 2,503 8
Mining.....coceoeeeveenerenenenne — — 20 20 1,663 1,683 10
Latin America.........c..cc........ 48 42 73 163 1,385 1,548 —
Caterpillar Power Finance.... 14 8 365 387 1,636 2,023 2
Dealer
North America — — — — 1,911 1,911 —
Europe — — — — 332 332 —
Asia Pacific — — — — 466 466 —
MiNINg ...c.oevvevveveneneneeieins — — — — 3 3 —
Latin America.............c.o....... 1 1 78 80 631 711 —
Caterpillar Power Finance.... — — — — 2 2 —
Total.........ccoooeiniiiiiiee $ 211 $ 99 $ 750 $ 1,060 $ 21,059 $ 22,119 § 37
December 31, 2018
31-60 61-90 91+ Recorded'
(Millions of dollars) D;ys D;ys Days Total Past InvFeisItlgl:cn; n 91+ Still
Past Due  Past Due  Past Due Due Current Receivables Accruing
Customer
North America..........ccoeevenne. $ 65 3 18 $ 84 167 $ 7825 $ 7,992 $ 14
Europe .....cccooeveveeneicnenne 19 9 153 181 2,850 3,031 5
Asia Pacific .....cc.cooeoeeeenne. 24 9 8 41 2,409 2,450 5
Mining.....coceeveeeveeeneeeerenne 28 1 9 38 1,642 1,680 —
Latin America.........cccccevnee. 38 29 71 138 1,421 1,559 —
Caterpillar Power Finance.... 10 1 384 395 1,903 2,298 —
Dealer
North America........cc.co........ — — — — 1,895 1,895 —
Europe ......cocevevencnenciiene — — — — 333 333 —
Asia Pacific ......ccccceevvenennen. — — — — 466 466 —
Mining......ccceeevvveveeenienieeens — — — — 4 4 —
Latin America.........cccceevnee. — — 78 78 638 716 —
Caterpillar Power Finance — — — — 2 2 —
Total.........ccooeiiiiiie $ 184 $ 67 $ 787 $ 1,038 $ 21,388 $ 22,426 $ 24

Impaired finance receivables
For all classes, a finance receivable is considered impaired, based on current information and events, if it is probable that

Cat Financial will be unable to collect all amounts due according to the contractual terms. Impaired finance receivables
include finance receivables that have been restructured and are considered to be troubled debt restructurings.
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There were $78 million of impaired finance receivables with a related allowance of $27 million and $14 million as of
March 31,2019 and December 31,2018, respectively, for the Dealer portfolio segment, all of which was in Latin America.
Cat Financial’s recorded investment in impaired finance receivables and the related unpaid principal balances and
allowance for the Customer portfolio segment were as follows:

March 31, 2019 December 31, 2018
Unpaid Unpaid
(Millions of dollars) Recorded Principal Related Recorded Principal Related
Investment Balance Allowance Investment Balance Allowance
Impaired Finance Receivables With No
Allowance Recorded
North AMErica........cccoveveveeeeeerereerrnene. $ 9 $ 9 $ — S 10 $ 10 $ —
EUurope .....cccccoveveenienieicccecee — —
Asia PacifiC.....cccocevceeriecienieieeeeee — — — — — —
MINING ..ot 29 29 — 33 33 —
Latin America.......ccecevveevereeereeeeeeeennenns 20 20 — 29 29 —
Caterpillar Power Finance...................... 48 48 — 69 83 —
Total......c.ooovveieeee e $ 107 $ 107 $ — S 142§ 156 $ —

Impaired Finance Receivables With An
Allowance Recorded

Total Impaired Finance Receivables
North AMErica........ccocvveveveereeeeeeeennennnn $ 50 $ 47 $ 16 §$ 50 $ 51 $ 14
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Three Months Ended March 31, 2019

Three Months Ended March 31, 2018

Average Recorded

Interest Income

Average Recorded

Interest Income

(Millions of dollars) Investment Recognized Investment Recognized
Impaired Finance Receivables With
No Allowance Recorded
North America........ccoeeveeeeeeerennene. $ 10 — 17 —
EUurope .....cceovevenenininnccee — 36 —
Asia Pacific .....ccccoveeeveciiniecieciee, — — 31 1
MiINING..cveevieieieieeeeeeeeeeeeeenee 31 — 103 1
Latin America........cccceverereeeeeeneennen 24 — 45 1
Caterpillar Power Finance................. 60 1 172 2
Total......ccoooveieieieieeeeceeeeeeee $ 126 1 404 5
Impaired Finance Receivables With
An Allowance Recorded
North America........ccoeeveeeeeeerennene. $ 40 1 51 1
94 1 19 —
7 — 6 —
43 1 17 —
77 1 87 1
Caterpillar Power Finance................. 451 3 360 1
Total.......coooveieieieieeeeeeeeeeeee $ 712 7 540 3
$ 50 1 68 1
95 1 55 —
7 — 37 1
74 1 120 1
101 1 132 2
511 4 532 3
$ 838 $ 8 944  $ 8

Recognition of income is suspended and the finance receivable is placed on non-accrual status when management
determines that collection of future income is not probable (generally after 120 days past due). Recognition is resumed
and previously suspended income is recognized when the finance receivable becomes current and collection of remaining
amounts is considered probable. Payments received while the finance receivable is on non-accrual status are applied to
interest and principal in accordance with the contractual terms.

As of March 31, 2019 and December 31, 2018, there were $78 million of finance receivables on non-accrual status for
the Dealer portfolio segment, respectively. The recorded investment in customer finance receivables on non-accrual

status was as follows:

(Millions of dollars)

March 31, 2019 December 31, 2018
$ 73 8 77
171 154
6 4
18 50
118 106
442 416
$ 828 § 807
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18.

Troubled Debt Restructurings

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

As of March 31, 2019 and December 31, 2018, there were no additional funds committed to lend to a borrower whose
terms have been modified in a TDR.

There were no finance receivables modified as TDRs during the three months ended March 31, 2019 or 2018 for the
Dealer portfolio segment. Cat Financial's investment in finance receivables in the Customer portfolio segment modified
as TDRs during the three months ended March 31, 2019 and 2018, were as follows:

Three Months Ended March 31, 2019 Three Months Ended March 31, 2018
Number Pre-TDR Post-TDR Number Pre-TDR Post-TDR
(Millions of dollars) of Recorded Recorded of Recorded Recorded
Contracts Investment Investment Contracts Investment Investment
— $ — 3 — 13 $ 6 3 6
19 11 7 — — —
— — — 1 29 29
— — — 1 3
8 51 50 3 3
27 $ 62 $ 57 18 $ 41 3 41

Fair value disclosures
A. Fair value measurements

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

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

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

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

When available, we use quoted market prices to determine fair value, and we classify such measurements within Level
1. In some cases where market prices are not available, we make use of observable market based inputs to calculate fair
value, in which case the measurements are classified within Level 2. If quoted or observable market prices are not
available, fair value is based upon valuations in which one or more significant inputs are unobservable, including internally
developed models that use, where possible, current market-based parameters such as interest rates, yield curves and
currency rates. These measurements are classified within Level 3.
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Fair value measurements are classified according to the lowest level input or value-driver that is significant to the
valuation. A measurement may therefore be classified within Level 3 even though there may be significant inputs that
are readily observable.

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

Investments in debt and equity securities

We have investments in certain debt and equity securities, primarily at Insurance Services, that are recorded at fair
value. Fair values for our U.S. treasury bonds and large capitalization value and smaller company growth equity securities
are based upon valuations for identical instruments in active markets. Fair values for other government bonds, corporate
bonds and mortgage-backed debt securities are based upon models that take into consideration such market-based factors
as recent sales, risk-free yield curves and prices of similarly rated bonds.

In addition, Insurance Services has an equity investment in a real estate investment trust (REIT) which is recorded at fair
value based on the net asset value (NAV) of the investment and is not classified within the fair value hierarchy.

See Note 8 for additional information on our investments in debt and equity securities.

Derivative financial instruments

The fair value of interest rate contracts is primarily based on models that utilize the appropriate market-based forward
swap curves and zero-coupon interest rates to determine discounted cash flows. The fair value of foreign currency and
commodity forward, option and cross currency contracts is based on a valuation model that discounts cash flows resulting
from the differential between the contract price and the market-based forward rate.
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Assets and liabilities measured on a recurring basis at fair value, primarily related to Financial Products, included in our
Consolidated Statement of Financial Position as of March 31, 2019 and December 31, 2018 are summarized below:

March 31, 2019
Total
(Millions of dollars) Measured Assets / Liabilities,
Level 1 Level 2 Level 3 at NAV at Fair Value
Assets
Debt securities
Government debt
U.S. treasury bonds ......c.ccceeerreeeereeirieennnns $ 9 3 — 8§ — $ — 3 9
Other U.S. and non-U.S. government bonds.... — 50 — — 50
Corporate bonds
Corporate bonds ..........cceeveeievierienienenenerenene — 777 — — 777
Asset-backed SECUTIIES ......ccoeevveervirieenieiene — 61 — — 61
Mortgage-backed debt securities
U.S. governmental agency ..........ccocevvererenenne — 304 — — 304
Residential........ccccooerinininieiiieieenecnenee — 7 — — 7
Commercial .......ccocevieieieieieieieese e — 17 — — 17
Total debt SECUTILIES ......c.veeeveeeeeeeeeieeeiee e e 9 1,216 — — 1,225
Equity securities
Large capitalization value ...........cccoceoeirecnnene 294 — — — 294
Smaller company growth ...........ccccecereeireennnne 53 — — — 53
REIT ...t — — — 120 120
Total equity securities............cccuene... 347 — — 120 467
Derivative financial instruments, net.......................... — 25 — — 25
TOLAL ASSELS vttt $ 356 $§ 1,241 $ — 3 120 $ 1,717
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December 31, 2018
Total
(Millions of dollars) Measured Assets / Liabilities,
Level 1 Level 2 Level 3 at NAV at Fair Value
Assets
Debt securities
Government debt
U.S. treasury bonds..........c.cccevevevererererennnes $ 9 3 — 3 — 3 — 3 9
Other U.S. and non-U.S. government
DONAS....ovieiieiieeee e — 42 — — 42
Corporate bonds
Corporate bonds........cceevevverreereeeeeeeennnne — 720 — — 720
Asset-backed securities — 63 — — 63
Mortgage-backed debt securities
U.S. governmental agency........c.cceceeveeueee — 297 — — 297
Residential .........ccocoevieiieiienenenericeeeee — 7 — — 7
Commercial ........ccceeveveerienienieneeieeeeeenns — 13 — — 13
Total debt SECUrTtiEs.......ccvvvvveveeeeeeeerieeeeeeeeee e, 9 1,142 — — 1,151
Equity securities
Large capitalization value...........ccccene.e. 260 — — — 260
Smaller company growth...........cccceceeueeee. 46 — — — 46
REIT .o — — — 119 119
Total equity securities 306 — — 119 425
TOtAl ASSELS ..o $ 315§ 1,142 $ — 3 119 $ 1,576
Liabilities -
Derivative financial instruments, net .. $ — § 19 $ — 3 — 3 19
Total Habilities . .......cooveveveeeeereeeeeeeeeeeeeee e $ — 3 $ 19

19 $ — 3 —

In addition to the amounts above, Cat Financial impaired loans are subject to measurement at fair value on a nonrecurring
basis and are classified as Level 3 measurements. A loan is considered impaired when management determines that
collection of contractual amounts due is not probable. In these cases, an allowance for credit losses may be established
based either on the present value of expected future cash flows discounted at the receivables' effective interest rate, 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 loans with a fair value of $426 million and $469 million as of March 31, 2019 and December 31,
2018, respectively.

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

financial instruments:

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

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

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

Short-term borrowings
Carrying amount approximated fair value.

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

Guarantees

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

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

Fair Value of Financial Instruments

March 31, 2019 December 31, 2018
Fair
(Millions of dollars) Carrying Fair Carrying Fair Value
Amount Value Amount Value Levels Reference
Assets
Cash and short-term investments.................... $ 7,028 $ 7,128 $ 7857 $ 7,857 1
Restricted cash and short-term investments... $ 30 § 30 § 33§ 33 1
Investments in debt and equity securities ...... $ 1,692 $§ 1,692 $ 1,576 $ 1,576 1&2 Note 8
Finance receivables — net (excluding finance
1E8SES 1) v $ 14340 $ 14480 $ 14,714 $§ 14,798 3 Note 17
Wholesale inventory receivables — net
(excluding finance leases ') .........cccoo........ $ 1,132 § 1,103 $ 1,050 $ 1,025 3
Foreign currency contracts — net.................... $ 82 $ 82 % 47 $ 47 2 Note 5
Liabilities
Short-term borrowings............coveveeverrererenenn. $ 5590 $ 5590 $ 5723 $ 5723 1
Long-term debt (including amounts due
within one year)
Machinery, Energy & Transportation........ $ 7,663 $§ 9,155 $§ 8,015 $ 9,046 2
Financial Products ..........ccccoevevevevevenennne. $ 22529 § 22633 § 22,815 $ 22,684 2
Interest rate contracts — net.............ccoevveveenenne $ 55 % 55§ 36 $ 36 2 Note 5
Commodity contracts — net............ccceevevveene. $ 2 2 $ 30 3 30 2 Note 5
GUATANTEES. ......veeeeveeeeeeeieeeeeeeeaeeee e eeeseaenns $ 10 S 10 $ 8 8 8 3 Note 11

! Represents finance leases and failed sales leasebacks of $7,495 million at March 31, 2019 and finance leases of $7,463 million at December 31,
2018, respectively.
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19.

20.

Other income (expense)

Three Months Ended
March 31

(Millions of dollars) 2019 2018
Investment and INEETESt INCOMEC .......ccuerverieririeeieieieierte et eteete et eetetetessessessesseeseeseeseensensesensessesseeseeseensensen $ 52 % 36
Foreign exchange gains (losses) ' .. 18 (19)
LICENSE fEE INCOMIE ....c..cetiniiiiciitet ettt ekttt ettt b ettt b e ne 25 31
Net periodic pension and OPEB income (cost), eXcluding SETVICe COSt ........coererererrieierienienenrenenieeeeeenne 26 86
GaINS (10SSES) ON SECUITEICS ....vveureurerieterieeierieeieetetetetestestesteeseeseeseentessessessassessessesseessensensensessessessesseeseensensen 39 )
Miscellaneous INCOME (L0SS) ...euveeurrrrerieriieriiertierteeteeteeteeteetesttesteesseesseeseesseesseessesssesssesssesseessaenseessesnseansens _ 5)
TTOUALL ...ttt et a e ens $ 160 $ 127

1 . . . .
Includes gains (losses) from foreign exchange derivative contracts. See Note 5 for further details.

Restructuring costs

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

Restructuring costs for the three months ended March 31,2019 and 2018 were as follows:

(Millions of dollars) Three Months Ended March 31
2019 2018
EMPIOYEE SEPATAONS ... ee s eeeeee s seeesees $ 15 8 33
Long-lived asset iMPAIrMENts | ................coooovveoeeereeereeeeeeeeeeeeesee e ee s s eree 7 —
OUNET ..o 26 36
TOtal FESTIUCIUITNEZ COSES .......ververerceeeeesee s iesisessessesaesassessasss s s ses s sesseseesees s s s s enaenans $ 48 3 69

! Recognized in Other operating (income) expenses.

2 Represents costs related to our restructuring programs, primarily for project management costs, accelerated depreciation, building demolition and
equipment relocation, all of which are primarily included in Cost of goods sold.

For the three months ended March 31,2019 and March 31,2018, the restructuring costs were primarily related to ongoing
facility closures across the company.

Certain restructuring costs are a reconciling item between Segment profit and Consolidated profit before taxes. See Note
16 for more information.
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The following table summarizes the 2018 and 2019 employee separation activity:

(Millions of dollars)

Liability balance at December 31, 2017 ......cc.coiriiiieieieieieieese ettt ettt ettt st eseese et essesbessessessessesseeseeneens $ 249
Increase in liability (SEPAration CRATZES) ......c.ecuiruiiieieieieiereete ettt ettt et e e aesseeseeseeseesessesbesbesseesessaesaensenes 112
Reduction in lHability (PAYMENLS) ....c.eoueuiiuirieirieirieieierte ettt ettt et s et b e s et b s s b e eb e e e st aneneenen (276)

Liability balance at December 31, 2018 .......oo.oiiiiiiieieeee ettt ettt b e ee 85
Increase in liability (SEPAration ChAIZES) .....cc.evteruiriiriieieieieie ettt ettt b e et ne 15
Reduction in lHability (PAYIMENLS) ....c.ceverueriirtiriirtiriieiieietet et et ettt ettt et et esteste e s be e bt esee st etebenbesbesbesbeeneeneeneenes 41

Liability balance at March 31, 2019 ......ccoccvoiiiieiiiieieietetetee ettt ettt ettt et ese et et esbesbestessessesseeneennens $ 59

Most of the liability balance at March 31, 2019 is expected to be paid in 2019 and 2020.

In September 2015, we announced a large scale restructuring plan (the Plan) including a voluntary retirement enhancement
program for qualifying U.S. employees, several voluntary separation programs outside of the U.S., additional involuntary
programs throughout the company and manufacturing facility consolidations and closures that occurred through 2018.
The largest action among those included in the Plan was related to our European manufacturing footprint, which led to
the Gosselies, Belgium, facility closure. In the first three months of 2019, we incurred $4 million of restructuring costs
related to the Plan. Total restructuring costs incurred since the inception of the Plan were $1,792 million. The remaining
costs of approximately $40 million related to the Plan are expected to be recognized in 2019.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

First-quarter 2019 sales and revenues were $13.466 billion, a 5 percent increase from first-quarter 2018 sales and revenues of
$12.859 billion. The increase was primarily due to higher sales volume and favorable price realization, partially offset by
unfavorable currency impacts due to a stronger U.S. dollar. The sales volume increase was driven by improved demand for both
equipment and services, with the most significant increase in Resource Industries. Sales grew in all regions except for EAME,
with the largest gains in North America and Asia/Pacific.

Profit per share for the first quarter of 2019 was $3.25, an increase of $0.51 from the first quarter of 2018. Profit per share in the
first quarter of 2019 included a discrete tax benefit related to U.S. tax reform of $178 million, or $0.31 per share. Profit per share
in the first quarter of 2018 included restructuring costs of $0.08 per share. Profit was $1.881 billion in the first quarter of 2019,
an increase of $216 million from the first quarter of 2018. Profit increased primarily due to favorable price realization, higher sales
volume and lower tax expense, partially offset by higher manufacturing costs and increased selling, general and administrative
(SG&A) and research and development (R&D) expenses. The increase in manufacturing costs was primarily due to higher variable
labor and burden, including freight costs, and material costs, including tariffs. SG&A/R&D expenses were higher excluding lower
short-term incentive compensation expense, primarily due to increased targeted investments and timing of corporate-level expenses.

Highlights for the first quarter of 2019 include:

»  First-quarter sales and revenues were $13.466 billion, compared with $12.859 billion in the first quarter of 2018. Sales increased
in Resource Industries and Construction Industries, while Energy & Transportation was about flat. Financial Products'
revenues increased slightly.

*  Operating profit as a percent of sales and revenues was 16.4 percent in the first quarter of 2019 and 2018.

*  Profit per share was $3.25 in the first quarter of 2019, compared with $2.74 in the first quarter of 2018. Profit per share in the
first quarter of 2019 included a discrete tax benefit related to U.S. tax reform of $178 million, or $0.31 per share. Profit per
share in the first quarter of 2018 included restructuring costs of $0.08 per share.

*  During the first quarter of 2019, Machinery, Energy & Transportation (ME&T) operating cash flow was $860 million. In
the quarter, the company deployed significant capital through the repurchase of $751 million of Caterpillar common stock
and a dividend payment of $494 million. The enterprise cash balance at the end of the first quarter of 2019 was $7.1 billion.

Notes:
* Glossary of terms is included on pages 60-62; first occurrence of terms shown in bold italics.

* Information on non-GAAP financial measures is included on page 67.
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Consolidated Results of Operations

THREE MONTHS ENDED MARCH 31, 2019 COMPARED WITH THREE MONTHS ENDED MARCH 31, 2018

CONSOLIDATED SALES AND REVENUES

Consolidated Sales and Revenues Comparison

First Quarter 2019 vs. First Quarter 2018
16,000

292 (261) 33 13,466

V]

Millions of §

1st Qtr 2018 Sales Volume Price Realization Currency Financial Products 1st Qtr 2019
Sales & Revenues Revenues Sales & Revenues

The chart above graphically illustrates reasons for the change in Consolidated Sales and Revenues between the first quarter of 2018 (at left) and the first quarter
0f 2019 (at right). Caterpillar management utilizes these charts internally to visually communicate with the company's Board of Directors and employees.

Total sales and revenues of $13.466 billion in the first quarter of 2019, increased $607 million, or 5 percent, compared with $12.859
billion in the first quarter of 2018. The increase was primarily due to higher sales volume driven by improved demand for both
equipment and services, with the most significant increase in Resource Industries. Sales volume also increased in Construction
Industries, while Energy & Transportation was about flat. Sales grew in all regions except for EAME, with the largest gains in
North America and Asia/Pacific. Favorable price realization, primarily in Construction Industries and Resource Industries, also
contributed to the sales improvement. The increase was partially offset by unfavorable currency impacts due to a stronger U.S.
dollar.

The largest sales increase was in North America, which improved 7 percent as favorable economic conditions in key end markets
drove higher demand, including favorable changes in dealer inventories, and favorable price realization. Dealer inventories
increased more in the first quarter of 2019 than the first quarter of 2018.

Sales increased 9 percent in Latin America primarily due to stabilizing economic conditions in several countries in the region that
resulted in improved demand from low levels, partially offset by a weaker Brazilian real.

EAME sales decreased 6 percent primarily due to economic uncertainty in a few countries in the region and a weaker euro, partially
offset by favorable price realization.

Asia/Pacific sales increased 9 percent mostly due to higher demand for both equipment and services and favorable price realization.
The sales increase was primarily in Australia, partially offset by a decrease in China. The increase in sales was partially offset by
the unfavorable impact of a weaker Australian dollar and Chinese yuan.

Dealer machine and engine inventories increased about $1.3 billion during the first quarter of 2019, compared with an increase
of about $1.2 billion during the first quarter of 2018. Dealers inventories generally increase during the first quarter in preparation
for the spring selling season, and the company believes the increase in dealer inventories in the first quarter of 2019 is reflective
of current end-user demand. However, dealers are independent, and the reasons for changes in their inventory levels vary, including
their expectations of future demand and product delivery times. Dealers’ demand expectations take into account seasonal changes,
macroeconomic conditions, machine rental rates and other factors. Delivery times can vary based on availability of product from
Caterpillar factories and product distribution centers. Caterpillar’s current expectation remains that dealer inventories should be
about flat for the full year.
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Sales and Revenues by Segment

First Inter- First
Quarter Sales Price Segment / Quarter $ %
(Millions of dollars) 2018 Volume Realization  Currency Other 2019 Change Change
Construction Industries .............cocvevveeeveeenennene. $ 5677 $ 164 $ 156 §$ 127) $ 3§ 5873 % 196 3%
Resource Industries... 2,309 371 110 (42) (21) 2,727 418 18%
Energy & Transportation............cceceeeveeeeeenene 5,219 21 27 91) 34 5,210 ©) —%
All Other Segment.......................cccoveveeeunnn. 116 1 — (1) 5 121 5 4%
Corporate Items and Eliminations .................. (1,171) (14) (€8] — (21) (1,207) (36)
Machinery, Energy & Transportation Sales. 12,150 543 292 (261) — 12,724 574 5%
Financial Products Segment ........................... 793 — — — 57 850 57 7%
Corporate Items and Eliminations .... (84) — — — 24) (108) 24)
Financial Products Revenues......................... 709 — — — 33 742 33 5%
Consolidated Sales and Revenues.................. $ 12859 $ 543§ 292§ (261) $ 33 § 13,466 $ 607 5%
Sales and Revenues by Geographic Region
External Sales and Total Sales and
North America Latin America EAME Asia/Pacific Revenues Inter-Segment Revenues
(Millions of dollars) $ % Chg $ % Chg $ % Chg $ % Chg $ % Chg $ % Chg $ % Chg
First Quarter 2019
Construction Industries....................... $ 2,965 13% $ 319 (7%) $ 1,006 6%) $ 1,562 4%) $ 5852 3% $ 21 17% $ 5873 3%
Resource Industries................cccc........ 951 19% 423 18% 468 (10%) 805 52% 2,647 20% 80 (21%) 2,727 18%
Energy & Transportation................... 2,151 (3%) 332 19% 1,032 (5%) 718 6% 4233 (1%) 977 4% 5,210 —%
All Other Segment.....................cooeeoo.. 8 (47%) — —% 11 175% 18 —% 37 —% 84 6% 121 4%
Corporate Items and Eliminations ...... (41) 1 3) 2) 45) (1,162) (1,207)
Machinery, Energy &
Transportation Sales..................... 6,034 7% 1,075 9% 2,514 (6%) 3,101 9% 12,724 5% — — 12,724 5%
Financial Products Segment ............... 558 9% 70 (5%) 102 1% 120 13% 850 ' 7% — — 850 7%
Corporate Items and Eliminations ..... (69) (11) ) (19) (108) — (108)
Financial Products Revenues........... 489 6% 59 (3%) 93 (3%) 101 13% 742 5% — — 742 5%
Consolidated Sales and Revenues ... $ 6,523 7% $ 1,134 8% $ 2,607 6%) $ 3,202 9% $ 13,466 5% $ — — $ 13,466 5%
First Quarter 2018
Construction Industries................... $ 2,620 $ 344 $ 1,067 $ 1,628 $ 5,659 $ 18 $ 5677
Resource Industries.................cccoooo.... 798 360 520 530 2,208 101 2,309
Energy & Transportation................... 2,225 280 1,092 679 4276 943 5219
All Other Segment............cooorrrrrrrrrees 15 — 4 18 37 79 116
Corporate Items and Eliminations ...... (28) 1 3) — (30) (1,141) (1,171)
Machinery, Energy &
Transportation Sales......................... 5,630 985 2,680 2,855 12,150 — 12,150
Financial Products Segment ............... 512 74 101 106 793 ! — 793
Corporate Items and Eliminations ...... (49) (13) 5) a7 (84) — (84)
Financial Products Revenues........... 463 61 96 89 709 — 709
Consolidated Sales and Revenues ... $ 6,093 $ 1,046 $ 2,776 $ 2,944 $ 12,859 $ — $ 12,859

! Includes revenues from Machinery, Energy & Transportation of $131 million and $105 million in the first quarter of 2019 and 2018, respectively.
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CONSOLIDATED OPERATING PROFIT

Consolidated Operating Profit Comparison

3000 - First Quarter 2019 vs. First Quarter 2018
292 (375)
e o — (57) (20) 26 (32)
2,108 %////% '
%
1st Qtr 2018 I Sales Volume IPric:e Realizatior'lI Manufacturing | SG&A/R&D I Currency Financial I Other 1st Qtr 2019
Operating Profit Costs Products Operating Profit

The chart above graphically illustrates reasons for the change in Consolidated Operating Profit between the first quarter of 2018 (at left) and the first quarter of
2019 (at right). Caterpillar management utilizes these charts internally to visually communicate with the company's Board of Directors and employees. The bar
entitled Other includes consolidating adjustments and Machinery, Energy & Transportation other operating (income) expenses.

Operating profit for the first quarter of 2019 was $2.207 billion, compared with $2.108 billion in the first quarter of 2018. The
increase of $99 million was mostly due to favorable price realization and higher sales volume, partially offset by higher
manufacturing costs and increased SG&A/R&D expenses. The increase in manufacturing costs was primarily due to higher variable
labor and burden, including freight costs, and material costs, including tariffs. SG&A/R&D expenses were higher excluding lower
short-term incentive compensation expense, primarily due to increased targeted investments and timing of corporate-level expenses.
We expect favorable price realization to offset higher manufacturing costs, excluding short-term incentive compensation expense.

Short-term incentive compensation expense was about $220 million in the first quarter of 2019, compared to about $360 million

in the first quarter of 2018. For 2019, short-term incentive compensation expense is expected to be about $900 million, compared
with $1.4 billion in 2018.

Operating profit margin was 16.4 percent for the first quarter of 2019 and 2018.
Other Profit/Loss and Tax Items

* Interest expense excluding Financial Products in the first quarter of 2019 was $103 million, compared with $101 million in
the first quarter of 2018.

*  Other income/expense in the first quarter of 2019 was income of $160 million, compared with income of $127 million in the
first quarter of 2018. The favorable change was primarily a result of the impact of mark-to-market gains on equity securities,
currency translation and hedging gains, partially offset by the impact from pension and other postretirement benefit plans.

*  The provision for income taxes for the first quarter of 2019 reflected an estimated annual tax rate of 26 percent, compared
with 24 percent for the first quarter of 2018, excluding the discrete items discussed in the following paragraph. The increase
was largely driven by the application of U.S. tax reform provisions to the earnings of certain non-U.S. subsidiaries, which do
not have a calendar fiscal year-end. These provisions did not apply to these subsidiaries in 2018.

As a result of final regulations received in January 2019 providing additional guidance related to the calculation of the
mandatory deemed repatriation of non-U.S. earnings due to U.S. tax reform, we recorded a discrete tax benefit of $178 million
in the first quarter of 2019 to adjust unrecognized tax benefits. In addition, a discrete tax benefit of $23 million was recorded
inthe first quarter of2019, compared with $40 million in the first quarter of 2018, for the settlement of stock-based compensation
awards with associated tax deductions in excess of cumulative U.S. GAAP compensation expense.
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Profit by Segment

$ %
(Millions of dollars) First Quarter 2019 First Quarter 2018 Change Change
Construction INdUSEHies. .........ccoeeereveireereiiireeeeeeeeee e $ 1,085 $ L117 §$ (32) (3%)
Resource INAUSHIIES .....couoveveerieueniririeienieieeeeie e 576 378 198 52%
Energy & Transportation .. 838 874 (36) (4%)
All Other SEgMENnt........cccoveveuiririeueiririeenieieecreeee e 25 57 (32) (56%)
Corporate Items and Eliminations...........cccoceeeenrieeinennenne (375) (371) “4)
Machinery, Energy & Transportation............................... 2,149 2,055 94 5%
Financial Products Segment ... 211 141 70 50%
Corporate Items and Eliminations...........cccoceeeenerieenininnenne (46) 2) (44)
Financial Products...................... 165 139 26 19%
Consolidating AdjuStments. .........c.eeeveeueueerieueenenieeereenenens (107) (86) 21)
Consolidated Operating Profit....................c.coceeirenennnn. $ 2,207 $ 2,108 $ 99 5%

Construction Industries

Construction Industries’ total sales were $5.873 billion in the first quarter of 2019, compared with $5.677 billion in the first quarter
of2018. The increase was mostly due to higher end-user demand for construction equipment, partially offset by a smaller increase
in dealer inventories compared with the first quarter of 2018. Favorable price realization was partially offset by unfavorable
currency impacts due to a stronger U.S. dollar.

= In North America, the sales increase was driven by higher demand for new equipment, primarily to support road
construction activities. Favorable price realization also contributed to the sales improvement. We believe the strength of
the U.S. economy and state and local funding for infrastructure development will be favorable to sales in 2019.

= Construction activities remained at low levels in Latin America.

= In EAME, the sales decrease was primarily due to a smaller increase in dealer inventories compared with the first quarter
of 2018 and a weaker euro, partially offset by favorable price realization.

= Sales in Asia/Pacific declined due to unfavorable currency impacts, while China sales were about flat compared with the
first quarter of 2018. We expect demand in China to be about flat for the full year 2019.

Construction Industries’ profit was $1.085 billion in the first quarter of 2019, compared with $1.117 billion in the first quarter of
2018. The decrease in profit was a result of higher manufacturing costs, partially offset by favorable price realization. Manufacturing
costs increased primarily due to higher material, labor and freight costs.

Construction Industries’ profit as a percent of total sales was 18.5 percent in the first quarter of 2019, compared with 19.7 percent
in the first quarter of 2018.

Resource Industries

Resource Industries’ total sales were $2.727 billion in the first quarter of 2019, an increase of $418 million from the first quarter
of 2018. The increase was primarily due to higher equipment demand, favorable price realization and services. Mining production
levels and commodity market fundamentals remained positive, which supported higher sales. Higher demand levels for non-
residential construction activities and quarry and aggregate operations also drove higher sales. In 2019, we believe commodity
market fundamentals will remain supportive for investment and mining companies will increase their capital expenditures. We
expect demand for heavy construction, quarry and aggregate equipment to remain strong in 2019.

Resource Industries’ profit was $576 million in the first quarter of 2019, compared with $378 million in the first quarter of 2018.
The improvement was mostly due to higher sales volume. Favorable price realization was partially offset by higher manufacturing
costs, including increased material and freight costs and slightly higher warranty expense.

Resource Industries’ profit as a percent of total sales was 21.1 percent in the first quarter of 2019, compared with 16.4 percent in
the first quarter of 2018.
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Energy & Transportation

Sales by Application

First First
(Millions of dollars) Quarter Quarter $ Y%

2019 2018 Change Change
OFLANA GAS ... $ 1,131 $ 1215 $ (34) (7%)
POWET GEINETALION. ... oo e eee s ee e s e s s e s e ses s es e seeseseeseseeseseesesseseesseesseesesens 1,036 969 67 7%
TINAUSEIIAL ..o seeeen 904 906 ®)) —%
TEANSPOTEATION <. s eees e s e e s se e e e ese e s eee e eseseeeean 1,162 1,186 (24) (2%)
EXEEINAL SALES .............oooveocveeececeeeeeeeee e seeeen 4,233 4,276 (43) (1%)
INEET-SEEMENL .........cvievveeeieeeeeteeceeeeeteteee et tee e et sese st eseseasesesesees s et esess s eseseseas 977 943 34 4%
TOtAL SALCS ...........ooveoeeeeeeeeeeeee e s seee e seseseens $ 5210 $ 5219 S ) —%

Energy & Transportation’s total sales were $5.210 billion in the first quarter of 2019, about flat compared with $5.219 billion in
the first quarter of 2018. Decreases due to unfavorable currency impacts from a stronger U.S. dollar were nearly offset by favorable
price realization and higher sales volumes.

= Oil and Gas — Sales were negatively impacted by the timing of turbine project deliveries in North America. The decrease
was partially offset by higher demand for reciprocating engines for gas compression in North America. We anticipate an
increase in demand for well servicing equipment as pipeline constraints in the Permian Basin are expected to improve in
the second half of 2019.

=  Power Generation — Sales increased primarily due to higher shipments for large diesel reciprocating engine applications
in all regions except EAME.

» Industrial — Sales were about flat, with a decrease in EAME primarily due to unfavorable currency impacts nearly offset
by higher sales in North America.

= Transportation — Sales were slightly lower primarily due to unfavorable currency impacts.

Energy & Transportation’s profit was $838 million in the first quarter of 2019, compared with $874 million in the first quarter of
2018. The decrease was mostly due to higher manufacturing costs including increased freight costs, higher warranty expense and
slightly higher labor costs. The decrease was partially offset by favorable price realization and higher sales volume.

Energy & Transportation’s profit as a percent of total sales was 16.1 percent in the first quarter of 2019, compared with 16.7 percent
in the first quarter of 2018.

Financial Products Segment

Financial Products’ segment revenues were $850 million in the first quarter of 2019, an increase of $57 million, or 7 percent,
from the first quarter of 2018. The increase was primarily due to higher average financing rates and higher average earning
assets in North America and Asia/Pacific.

Financial Products’ segment profit was $211 million in the first quarter of 2019, compared with $141 million in the first quarter
of 2018. The increase was primarily due to a $42 million favorable impact from mark-to-market on equity securities in
Insurance Services, an increase in net yield on average earning assets and a decrease in the provision for credit losses at Cat
Financial.

At the end of the first quarter of 2019, past dues at Cat Financial were 3.61 percent, compared with 3.17 percent at the end of
the first quarter of 2018. The increase in past dues was primarily driven by Cat Power Finance, concentrated in the marine
portfolio. Write-offs, net of recoveries, were $30 million for the first quarter of both 2019 and 2018. As of March 31, 2019, Cat
Financial’s allowance for credit losses totaled $534 million, or 1.89 percent of finance receivables, compared with $511 million,
or 1.80 percent of finance receivables, at December 31, 2018.

Corporate Items and Eliminations

Expense for corporate items and eliminations was $421 million in the first quarter of 2019, an increase of $48 million from the
first quarter of 2018, primarily due to timing of corporate-level expenses.
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RESTRUCTURING COSTS

Restructuring costs for the three months ended March 31, 2019 and 2018 were as follows:

(Millions of dollars) Three Months Ended March 31
2019 2018

EMPIOYEE SEPATALIONS | ... e e seee e sese e e s e e sseseesseeseseessesseseeeeseseeeeas $ 15 $ 33

Long-lived asset impairments ' 7 —

(07111 26 36
$ 48 % 69

Total restructuring costs

! Recognized in Other operating (income) expenses.

% Represents costs related to our restructuring programs, primarily for project management costs, accelerated depreciation, building demolition and equipment
relocation, all of which are primarily included in Cost of goods sold.

For the three months ended March 31,2019 and March 31, 2018, the restructuring costs were primarily related to ongoing facility
closures across the company.

Certain restructuring costs are a reconciling item between Segment profit and Consolidated profit before taxes.

The following table summarizes the 2018 and 2019 employee separation activity:

(Millions of dollars)

Liability balance at December 31, 2017 .....c.ooeiiiieiieieee ettt ettt ettt sttt b et en et nenn s e $ 249
Increase in liability (SEPAration CRATZES) .....ccuevtirtirtietietiriieiiet ettt b ettt et ettt sae bbbt e bt et eneen 112
Reduction in Hability (PAYIMEILS) ......ee.titeieieiertietiet ettt ettt ettt ettt ettt b e st et e et e besbe e b e ebeebeestessestentetenbesbeebeeseeneentenean (276)

Liability balance at December 31, 2018 .......cc.cciiiiiiiiiiiceie ettt ettt sttt ettt sttt et 85
Increase in liability (SEPAration CRATEES) ......c.ecveruirtietieeieieieieterte ettt ettt et et et et e s besbeeteeteeseeseessessensensessessesseeseeneensansan 15
Reduction in Hability (PAYIMENLS) .....ceveierieriertirtietietietietetetestestestessesseeseeseeseeseessessessessesseesessassasssessesserssensessessessessseseessenses (41)

Liability balance at March 31, 2019 ..ottt b ettt e e e st st et et e e en et e b e e s ne $ 59

Most of the liability balance at March 31, 2019 is expected to be paid in 2019 and 2020.

In September 2015, we announced a large scale restructuring plan (the Plan) including a voluntary retirement enhancement program
for qualifying U.S. employees, several voluntary separation programs outside of the U.S., additional involuntary programs
throughout the company and manufacturing facility consolidations and closures that occurred through 2018. The largest action
among those included in the Plan was related to our European manufacturing footprint, which led to the Gosselies, Belgium,
facility closure. In the first three months of 2019, we incurred $4 million of restructuring costs related to the Plan. Total restructuring
costs incurred since the inception of the Plan were $1,792 million. The remaining costs of approximately $40 million related to
the Plan are expected to be recognized in 2019.

We expect that restructuring actions will result in an incremental benefit to operating costs, primarily Cost of goods sold and SG&A
expenses of about $300 million in 2019 compared with 2018.

GLOSSARY OF TERMS

1. All Other Segment — Primarily includes activities such as: business strategy, product management and development,
manufacturing and sourcing of filters and fluids, undercarriage, ground engaging tools, fluid transfer products, precision seals,
rubber sealing and connecting components primarily for Cat® products; parts distribution; integrated logistics solutions,
distribution services responsible for dealer development and administration including a wholly owned dealer in Japan, dealer
portfolio management and ensuring the most efficient and effective distribution of machines, engines and parts; digital
investments for new customer and dealer solutions that integrate data analytics with state-of-the-art digital technologies while
transforming the buying experience.
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10.
11.

12.

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

Construction Industries — A segment primarily responsible for supporting customers using machinery in infrastructure,
forestry and building construction applications. Responsibilities include business strategy, product design, product
management and development, manufacturing, marketing and sales and product support. The product portfolio includes asphalt
pavers, backhoe loaders, compactors, cold planers, compact track and multi-terrain loaders, mini, small, medium and large
track excavators, forestry excavators, feller bunchers, harvesters, knuckleboom loaders, motor graders, pipelayers, road
reclaimers, skidders, skid steer loaders, telehandlers, small and medium track-type tractors, track-type loaders, utility vehicles,
wheel excavators, compact, small and medium wheel loaders and related parts and work tools.

Corporate Items and Eliminations — Includes corporate-level expenses; timing differences, as some expenses are reported
in segment profit on a cash basis; methodology differences between segment and consolidated external reporting; restructuring
costs; and inter-segment eliminations.

Currency — With respect to sales and revenues, currency represents the translation impact on sales resulting from changes in
foreign currency exchange rates versus the U.S. dollar. With respect to operating profit, currency represents the net translation
impact on sales and operating costs resulting from changes in foreign currency exchange rates versus the U.S. dollar. Currency
only includes the impact on sales and operating profit for the Machinery, Energy & 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 forward and option contracts entered into
by the company to reduce the risk of fluctuations in exchange rates (hedging) and the net effect of changes in foreign currency
exchange rates on our foreign currency assets and liabilities for consolidated results (translation).

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

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

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

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 leases, installment sale contracts, working capital loans
and wholesale financing plans. The segment also provides insurance and risk management products and services that help
customers and dealers manage their business risk. Insurance and risk management products offered include physical damage
insurance, inventory protection plans, extended service coverage for machines and engines, and dealer property and casualty
insurance. The various forms of financing, insurance and risk management products offered to customers and dealers help
support the purchase and lease of our equipment. The segment also earns revenues from Machinery, Energy & Transportation,
but the related costs are not allocated to operating segments. Financial Products’ segment profit is determined on a pretax
basis and includes other income/expense items.

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

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

Machinery, Energy & Transportation Other Operating (Income) Expenses — Comprised primarily of gains/losses on
disposal of long-lived assets, gains/losses on divestitures and legal settlements and accruals.
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13. Manufacturing Costs — Manufacturing costs exclude the impacts of currency and represent the volume- adjusted change for
variable costs and the absolute dollar change for period manufacturing costs. Variable manufacturing costs are defined as
having a direct relationship with the volume of production. This includes material costs, direct labor and other costs that vary
directly with production volume such as freight, power to operate machines and supplies that are consumed in the manufacturing
process. Period manufacturing costs support production but are defined as generally not having a direct relationship to short-
term changes in volume. Examples include machinery and equipment repair, depreciation on manufacturing assets, facility
support, procurement, factory scheduling, manufacturing planning and operations management.

14. Price Realization — The impact of net price changes excluding currency and new product introductions. Price realization
includes geographic mix of sales, which is the impact of changes in the relative weighting of sales prices between geographic
regions.

15. Resource Industries — A segment primarily responsible for supporting customers using machinery in mining, quarry and
aggregates, waste and material handling applications. Responsibilities include business strategy, product design, product
management and development, manufacturing, marketing and sales and product support. The product portfolio includes large
track-type tractors, large mining trucks, hard rock vehicles, longwall miners, electric rope shovels, draglines, hydraulic shovels,
rotary drills, large wheel loaders, off-highway trucks, articulated trucks, wheel tractor scrapers, wheel dozers, landfill
compactors, soil compactors, hard rock continuous mining systems, select work tools, machinery components, electronics
and control systems and related parts. In addition to equipment, Resource Industries also develops and sells technology products
and services to provide customers fleet management, equipment management analytics and autonomous machine capabilities.
Resource Industries also manages areas that provide services to other parts of the company, including integrated manufacturing
and research and development.

16. Restructuring Costs — May include costs for employee separation, long-lived asset impairments and contract terminations.
These costs are included in Other operating (income) expenses except 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
primarily included in Cost of goods sold.

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

18. Services — Enterprise services include, but are not limited to, aftermarket parts, Financial Products’ revenues and other service-
related revenues. Machinery, Energy & Transportation segments exclude Financial Products’ revenues.

LIQUIDITY AND CAPITAL RESOURCES

Sources of funds

We generate significant capital resources from operating activities, which are the primary source of funding for our ME&T
operations. Funding for these businesses is also available from commercial paper and long-term debt issuances. Financial Products'
operations are funded primarily from commercial paper, term debt issuances and collections from its existing portfolio. During
the first three months of 2019, we experienced favorable global liquidity conditions in both our ME&T and Financial Products'
operations. On a consolidated basis, we ended the first three months of 2019 with $7.13 billion of cash, a decrease of $729 million
from year-end 2018. We intend to maintain a strong cash and liquidity position.

Our cash balances are held in numerous locations throughout the world. As a result of U.S. tax reform legislation enacted in 2017,
we expect to be able to use cash held by non-U.S. subsidiaries in the United States in the future with minimal tax consequences.

Consolidated operating cash flow for the first three months of 2019 was $1.12 billion, up from $935 million for the same period
last year. The increase was primarily due to favorable working capital, which was partially offset by lower profit excluding a non-
cash discrete tax benefit related to U.S. tax reform as well as lower accruals for short-term incentive compensation payments in
2019. Within working capital, changes to accounts receivable, customer advances and accrued expenses favorably impacted cash
flow, but were partially offset by changes in accounts payables and inventories. See further discussion of operating cash flow under
ME&T and Financial Products.
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Total debt as of March 31, 2019 was $35.78 billion, a decrease of $771 million from year-end 2018. Debt related to Financial
Products decreased $423 million, primarily due to lower portfolio funding requirements. Debt related to ME&T decreased $348
million in the first three months of 2019, primarily due to the impact of new accounting guidance on a previously failed sale-
leaseback transaction in Japan. In the first three months of 2019, we repurchased $751 million of Caterpillar common stock.

We have three global credit facilities with a syndicate of banks totaling $10.50 billion (Credit Facility) available in the aggregate
to both Caterpillar and Cat Financial for general liquidity purposes. Based on management's allocation decision, which can be
revised from time to time, the portion of the Credit Facility available to ME&T as of March 31,2019 was $2.75 billion. Information
on our Credit Facility is as follows:

»  The 364-day facility of $3.15 billion (of which $0.82 billion is available to ME&T) expires in September 2019.

*  The three-year facility, as amended in September 2018, of $2.73 billion (of which $0.72 billion is available to ME&T)
now expires in September 2021.

*  The five-year facility, as amended in September 2018, of $4.62 billion (of which $1.21 billion is available to ME&T)
now expires in September 2023.

At March 31, 2019, Caterpillar's consolidated net worth was $15.45 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 other comprehensive income (loss).

At March 31, 2019, Cat Financial's covenant interest coverage ratio was 1.55 to 1. This is above the 1.15 to 1 minimum ratio
calculated as (1) profit excluding income taxes, interest expense and net gain/(loss) from interest rate derivatives to (2) interest
expense calculated at the end of each calendar quarter for the rolling four quarter period then most recently ended, required by the
Credit Facility.

In addition, at March 31, 2019, Cat Financial's six-month covenant leverage ratio was 8.10 to 1. This is below the maximum ratio
of debt to net worth of 10 to 1, calculated (1) on a monthly basis as the average of the leverage ratios determined on the last day
of each of the six preceding calendar months and (2) at each December 31, required by the Credit Facility.

In the event Caterpillar or Cat Financial does not meet one or more of their respective financial covenants under the Credit Facility
in the future (and are unable to obtain a consent or waiver), the syndicate of banks may terminate the commitments allocated to
the party that does not meet its covenants. Additionally, in such event, certain of Cat Financial's other lenders under other loan
agreements where similar financial covenants or cross default provisions are applicable, may, at their election, choose to pursue
remedies under those loan agreements, including accelerating the repayment of outstanding borrowings. At March 31, 2019, there
were no borrowings under the Credit Facility.

Our total credit commitments and available credit as of March 31, 2019 were:

March 31, 2019
Machinery,
(Millions of dollars) Energy & Financial
Consolidated Transportation Products
Credit lines available:
Global Credit TACIIITIES.....eevieveerieriereereeteee ettt ettt ettt eere et e ereeveereereereeseennens $ 10,500 $ 2,750 $ 7,750
Other €XTEINAL .......cveiiieiiiiie et eae e et e et eaeeeeaeeeeaneeenes 4,747 4 4,743
Total credit lines available...........c.oooviiiiiiiiiiiieiececee e 15,247 2,754 12,493
Less: Commercial paper outStanding ............ccoecevereeerieinenecneeese e (4,765) — (4,765)
Less: UtIZEd CIEdit.....viiuiiriirieiieeieiieieieeeesieste ettt ve e aeeseesaesnens (1,039) 4) (1,035)
AVAIIADIE CTEIL. . ..vviviieieiceecee ettt ettt $ 9,443 $ 2,750 $ 6,693

The other external consolidated credit lines with banks as of March 31, 2019 totaled $4.75 billion. These committed and
uncommitted credit lines, which may be eligible for renewal at various future dates or have no specified expiration date, are used
primarily by our subsidiaries for local funding requirements. Caterpillar or Cat Financial may guarantee subsidiary borrowings
under these lines.
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We receive debt ratings from the major credit rating agencies. Moody’s currently rates our debt as “low-A”, while Fitch and S&P
maintain a “mid-A” debt rating. To date, this split rating has not had a material impact 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 result in increased
borrowing costs and could make access to certain credit markets more difficult. In the event economic conditions deteriorate such
that access to debt markets becomes unavailable, ME&T's operations would rely on cash flow from operations, use of existing
cash balances, borrowings from Cat Financial and access to our Credit Facility. Our Financial Products' operations would rely on
cash flow from its existing portfolio, existing cash balances, access to our Credit Facility and other credit line facilities of Cat
Financial and potential borrowings from Caterpillar. In addition, we maintain a support agreement with Cat Financial, which
requires Caterpillar to remain the sole owner of Cat Financial and may, under certain circumstances, require Caterpillar to make
payments to Cat Financial should Cat Financial fail to maintain certain financial ratios.

Machinery, Energy & Transportation

Net cash provided by operating activities was $860 million in the first three months of 2019, compared with $948 million for the
same period in 2018. The decrease was primarily due to lower profit excluding a non-cash discrete tax benefit related to U.S. tax
reform as well as lower accruals for short-term incentive compensation payments in 2019.

Net cash used for investing activities in the first three months of 2019 was $226 million, compared with net cash used of $484
million in the first three months of 2018. The change was primarily due to the acquisition of ECM S.p.A. and Downer Freight
Rail in the first three months of 2018.

Net cash used for financing activities during the first three months 0of 2019 was $1.25 billion, compared with net cash used of $816
million in the same period of 2018. In the first three months of 2019, we repurchased $751 million of Caterpillar common stock,
an increase of $251 million compared to the same period a year ago. Additionally, proceeds from common stock issued from stock
options exercised decreased $152 million in the first three months of 2019 compared to the prior period.

While our short-term priorities for the use of cash may vary from time to time as business needs and conditions dictate, our long-
term cash deployment strategy is focused on the following priorities. Our top priority is to maintain a strong financial position in
support of a mid-A rating. Next, we intend to fund operational requirements and commitments. Then, we intend to fund priorities
that profitably grow the company and return capital to shareholders through dividend growth and share repurchases. Additional
information on cash deployment is as follows:

Strong financial position — Our top priority is to maintain a strong financial position in support of a mid-A rating. We
track a diverse group of financial metrics that focus on liquidity, leverage, cash flow and margins which align with our
cash deployment actions and the various methodologies used by the major credit rating agencies.

Operational excellence and commitments — Capital expenditures were $297 million during the first three months of
2019, compared to $323 million for the same period in 2018. We expect ME&T's capital expenditures in 2019 to be about
$1.4 billion. We made $119 million of contributions to our pension and other postretirement benefit plans during the first
three months 0f2019. We currently anticipate full-year 2019 contributions of approximately $3 15 million. In comparison,
we made $152 million of contributions to our pension and other postretirement benefit plans during the first three months
of 2018.

Fund strategic growth initiatives and return capital to shareholders — We intend to utilize our liquidity and debt
capacity to fund targeted investments 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 free cash flow is a liquidity measure we will use going 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
postretirement benefit plan contributions less capital expenditures. A goal of our new capital allocation strategy is to
return substantially all ME&T free cash flow to shareholders in the form of dividends and share repurchases, while
maintaining our Mid-A rating.

Our share repurchase plans are subject to the company’s cash deployment priorities and are evaluated on an ongoing
basis considering the financial condition of the company and the economic outlook, corporate cash flow, the company's
liquidity needs, and the health and stability of global credit markets. The timing and amount of future repurchases may
vary depending on market conditions and investing priorities. In July 2018, the Board of Directors approved an
authorization to repurchase up to $10 billion of Caterpillar common stock (the 2018 Authorization) effective January 1,
2019, with no expiration. In the first three months of 2019, we repurchased $751 million of Caterpillar common stock,
with $9.25 billion remaining under the 2018 Authorization as of March 31, 2019. Caterpillar's basic shares outstanding
as of March 31, 2019 were approximately 572 million.
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Each quarter, our Board of Directors reviews the company's dividend for the applicable quarter. The Board evaluates the
financial condition of the company and considers the economic outlook, corporate cash flow, the company's liquidity
needs, and the health and stability of global credit markets to determine whether to maintain or change the quarterly
dividend. Dividends totaled $494 million in the first three months of 2019, representing 86 cents per share paid in the
first quarter. Beginning with the dividend to be paid to shareholders in the third quarter of 2019, the Board approved a
20 percent increase in the quarterly dividend rate to $1.03 per share.

Financial Products

Financial Products operating cash flow was $350 million in the first three months of 2019, compared with $311 million for the
same period a year ago. Net cash provided by investing activities was $19 million for the first three months of 2019, compared
with cash used of $533 million for the same period in 2018. The change was primarily due to the impact of net intercompany
purchased receivables. Net cash used for financing activities was $489 million for the first three months of 2019, compared with
cash provided by financing activities of $171 million for the same period in 2018. The change was primarily due to lower portfolio
funding requirements.

CRITICAL ACCOUNTING POLICIES

For a discussion of the company's critical accounting policies, see Part II, Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations in our 2018 Annual Report on Form 10-K. There have been no significant changes
to our critical accounting policies since our 2018 Annual Report on Form 10-K.

OTHER MATTERS

Environmental and Legal Matters

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

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

On January 7, 2015, the Company received a grand jury subpoena from the U.S. District Court for the Central District of Illinois.
The subpoena requests documents and information from the Company relating to, among other things, financial information
concerning U.S. and non-U.S. Caterpillar subsidiaries (including undistributed profits of non-U.S. subsidiaries and the movement
of cash among U.S. and non-U.S. subsidiaries). The Company has received additional subpoenas relating to this investigation
requesting additional documents and information relating to, among other things, the purchase and resale of replacement parts by
Caterpillar Inc. and non-U.S. Caterpillar subsidiaries, dividend distributions of certain 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 Internal Revenue Service executed search and seizure warrants at three facilities of the Company
in the Peoria, Illinois area, including its former corporate headquarters. The warrants identify, and agents seized, documents and
information related to, among other things, the export of products from the United States, the movement of products between the
United States and Switzerland, the relationship between Caterpillar Inc. and Caterpillar SARL, and sales outside the United States.
It is the Company’s understanding that the warrants, which concern both tax and export activities, are related to the ongoing grand
jury investigation. The Company is continuing to 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 Economic Defense (CADE) published a Technical Opinion which named
18 companies and over 100 individuals as defendants, including two subsidiaries of Caterpillar Inc., MGE - Equipamentos e
Servigos Ferroviarios Ltda. (MGE) and Caterpillar Brasil Ltda. The publication of the Technical Opinion opened CADE's official
administrative investigation into allegations that the defendants participated in anticompetitive bid activity for the construction
and maintenance of metro and train networks in Brazil. While companies cannot be held criminally liable for anticompetitive
conduct in Brazil, criminal charges have been brought against two current employees of MGE and one former employee of MGE
involving the same conduct alleged by CADE. The Company has responded to all requests for information from the authorities.
The Company is unable to predict the outcome or reasonably estimate the potential loss; however, we currently believe that this
matter will not have a material adverse effect on the Company's consolidated results of operations, financial position or liquidity.

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

Order Backlog
At the end of the first quarter of 2019, the dollar amount of backlog believed to be firm was approximately $16.9 billion, about
$300 million higher than the fourth quarter of 2018. The increase was in Construction Industries and Energy & Transportation,

partially offset by a decrease in Resource Industries due to higher dealer inventories. Of the total backlog at March 31, 2019,
approximately $3.4 billion was not expected to be filled in the following twelve months.
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NON-GAAP FINANCIAL MEASURES

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

We believe it is important to separately quantify the profit impact of several significant items in order for our results to be meaningful
to our readers. These items consist of a discrete tax benefit related to U.S. tax reform in the first quarter of 2019 and 2018
restructuring costs, which were incurred to generate longer-term benefits. We do not consider these items indicative of earnings
from ongoing business activities and believe the non-GAAP measures will provide investors with useful perspective on underlying
business results and trends and aids with assessing our period-over-period results. In addition, we provide a calculation of ME&T
free cash flow as we believe it is an important measure for investors to determine the cash generation available for financing
activities including debt repayments, dividends and share repurchases.

Reconciliation of adjusted operating profit margin to the most directly comparable GAAP measure, operating profit as a percent
of sales and revenues are as follows:

Three Months Ended March 31

2019 2018
Operating profit as a percent of total sales and rEVENUES .............ccoveiiiniiineiinieeeee e 16.4% 16.4%
RESITUCKUTING COSES | ..ot eee e e s e eeesese e eeeeseee e sseeeeee s esese s s eseseseesesseseseeseseeeessseseeeseees — 0.5%
Adjusted operating Profit MATEIN........cceeiiieieieieieiesestese e e e eeesaeaesaessessessesseeseeseeseessessessessessassessenes 16.4% 16.9%

12019 restructuring costs are not material.

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

Three Months Ended March 31

2019 2018
Profit per share - diluted.................... v 8 325§ 2.74
Per share U.S. tax reform impact $ 0.31) $ —
Per ShATe TESIIUCIUTING COSES| .....ooovrieeeeeeeee e eee e e e eeeeeee et seeee e eseeeese e eeeseeseseseeseesesaseaseeseeeseeseeene $ — 3 0.08
Adjusted Profit PEr SNATE ...........c.civviuiiiiieticeeee ettt ettt ettt et reetens $ 294 % 2.82

! At estimated annual tax rate of 24 percent. 2019 restructuring costs are not material.

Reconciliations of ME&T free cash flow to the most directly comparable GAAP measure, net cash provided by operating activities
are as follows:

Millions of dollars Three Months Ended March 31
2019 2018

ME&T net cash provided by 0perating aCtivities ©.............o.vveeveereereeeeeereeeseeeseeeeeeeseeeeeeseseeeeeseseeseeseneeees $ 860 $ 948

ME&KT Capital €XPENAILUIES .........c.ooveiirieieriiteeietietete et et et eveeete et essete et eaeeseseeseesessesesseseeseneesesseseesensesennas $ 297) $ (323)

ME&T free cash flow $ 563 $ 625

! See reconciliation of ME&T net cash provided by operating activities to consolidated net cash provided by operating activities on pages 73-74.
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Supplemental Consolidating Data

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

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

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

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

Pages 69 to 74 reconcile Machinery, Energy & Transportation with Financial Products on the equity basis to Caterpillar Inc.
consolidated financial information.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Three Months Ended March 31, 2019

(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation .......................... $ 12,724 S 12,724  $ — S —
Revenues of Financial Products ...........cccceveveiieneeinciicene 742 — 870 (128) :
Total sales and reVENUES ..........cceevvierieeeieeiee e e e 13,466 12,724 870 (128)
Operating costs:
Cost 0f 200dS SOIA ....ovieiieiiiieee e 9,003 9,003 — —
Selling, general and administrative eXpenses.........c..cecceeevennenn 1,319 1,127 192 —
Research and development eXpenses..........coeveeverveevenreevennenne. 435 435 — —
Interest expense of Financial Products............cccooeeieiinnnnncene. 190 — 200 (10) N
Other operating (inCOME) EXPENSES .....vvevervrerrerreeererereeeeneeenns 312 10 313 (11) ’
Total OPerating COSS.....ccvvrvvrrrierierrieiereeieseereeeete e e eeesee e 11,259 10,575 705 (21)
Operating profit..............coccooiiiiieiiiieeeee e 2,207 2,149 165 (107)
Interest expense excluding Financial Products...........c.ccceueeee. 103 110 — @) !
Other INCOME (EXPENSE)...evvevrrrerrieeerrieeesiereeereteeeenseeeeneeenns 160 19 41 100 °
Consolidated profit before taxes...............c.cccocoevvvieviinciienieeene, 2,264 2,058 206 —
Provision (benefit) for income taxes ..........ccevveeverreeierreevennennn. 387 335 52 —
Profit of consolidated companies .............cecereeeeeneerieneenienenne. 1,877 1,723 154 —
Equity in profit (loss) of unconsolidated affiliated companies.. 7 7 — —
Equity in profit of Financial Products’ subsidiaries .................. — 148 — (148) ¥
Profit of consolidated and affiliated companies........................... 1,884 1,878 154 (148)
Less: Profit (loss) attributable to noncontrolling interests................ 3 3) 6 —
PrOFIt 7 oottt $ 1,881 $ 1,881 § 148 $ (148)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.
*  Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.
*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.
5

Profit attributable to common shareholders.

Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.
Elimination of Financial Products’ profit due to equity method of accounting.
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Caterpillar Inc.

Supplemental Data for Results of Operations
For the Three Months Ended March 31, 2018
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,

Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Sales and revenues:
Sales of Machinery, Energy & Transportation ...............c.......... $ 12,150 $ 12,150 $ — $ —
Revenues of Financial Products ...........ccoccoceninieniniencnncncnn 709 — 811 (102) :
Total sales and reVENUES ..........ccveevieriieecieeiie e eeee e 12,859 12,150 811 (102)
Operating costs:
Cost of 200dS SOId ....oeiiiieiiiieeee e 8,566 8,566 — —
Selling, general and administrative eXpenses............cecceeeenuene. 1,276 1,087 189 —
Research and development eXpenses..........ccocvveeverreevenreesiennnnn, 443 443 — —
Interest expense of Financial Products............ccccooeeiniennnncene. 166 — 173 N N
Other operating (inCOME) EXPENSES ......ververrrerrerrerreeeenreeeeneeens 300 ) 310 9 ’
Total OPerating COSS.....ccvrvvrrirriirierieeeerieetesie et ere e s eeeenns 10,751 10,095 672 (16)
Operating profit................ccooooiiiiiiiiiii e 2,108 2,055 139 (86)
Interest expense excluding Financial Products............ccccc.c..... 101 112 — (11) N
Other INCOME (EXPENSE)...eeuvervrererrieeeriereereerserresreeeesseesesseenns 127 54 (2) 75 °
Consolidated profit before taxes.................cccocoeevieieicienieeiee, 2,134 1,997 137 —
Provision (benefit) for income taxes ..........cceeeeeverreererreesvennenn, 472 441 31 —
Profit of consolidated companies ............ccecevevieneecieneesiencnne 1,662 1,556 106 —
Equity in profit (loss) of unconsolidated affiliated companies.. 5 5 — —
Equity in profit of Financial Products’ subsidiaries .................. — 102 — (102) 6
Profit of consolidated and affiliated companies............................ 1,667 1,663 106 (102)
Less: Profit (loss) attributable to noncontrolling interests................ 2 2) 4 —
PLOTIE 7 .ot $ 1,665 $ 1,665 $ 102 $ (102)
' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
> Elimination of Financial Products’ revenues earned from Machinery, Energy & Transportation.
> Elimination of net expenses recorded by Machinery, Energy & Transportation paid to Financial Products.
*  Elimination of interest expense recorded between Financial Products and Machinery, Energy & Transportation.
> Elimination of discount recorded by Machinery, Energy & Transportation on receivables sold to Financial Products and of
interest earned between Machinery, Energy & Transportation and Financial Products.
®  Elimination of Financial Products’ profit due to equity method of accounting.
7

Profit attributable to common shareholders.
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Caterpillar Inc.
Supplemental Data for Financial Position
At March 31, 2019
(Unaudited)

(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Assets
Current assets:
Cash and short-term INVEStMENtS ............coeveveviveeieieeereeereeeeeeereeeaens $ 7,128 $ 6,358 $ 770  $ — s
Receivables — trade and other ...........cccccveviieieieniieieiececeeeeee 8,961 4,530 412 4,019
Receivables — fINANCE ..........c.oovveveeeiiiiiiecieeeeeeeeeeeeeee e 8,932 — 14,496 (5,564) .
Prepaid expenses and other current assets ...........c.coveveeerreernrenenens 1,765 1,241 531 (7
TOVENLOTIES. ....ecveeeeeeeeeee ettt ettt ae e e e e eaeeenneen 12,340 12,340 — —
TOtal CUITENT ASSELS.....eiivvieerieeeiieetie et eeteeete et e eee et e e re e e ereeeteeeareeereeenns 39,126 24,469 16,209 (1,552)
Property, plant and equipment — N€t .........c.covveeiririererineinnceceeene 13,259 8,872 4,387 — s
Long-term receivables — trade and other .............ccocoeeveveveiceineiecnnes 1,149 318 209 622 s
Long-term receivables — finance........c.cooveeverieerenieieeneneeseseecneen 12,674 — 13,305 (631) 5
Investments in Financial Products subsidiaries ...........ccccocevverirreveennennnn — 3,843 — (3,843) .
Noncurrent deferred and refundable income taxes............ccceeevveereennnnne. 1,378 1,931 121 (674)
INtaNGIbIE ASSELS ...c.veuvvieinieiieierteiet e 1,807 1,807 — —
GOOAWILL .t 6,191 6,191 — -,
OthET @SSELS ..uviuvieviieiiceietreteete ettt ettt e te e et e s teesseesesasesbebeeneesesens 3,142 1,592 1,591 (41)
TOLAl ASSELS........ovvieeieieiceeieeceeteeceeteecee ettt sttt ses s senes $ 78,726 $ 49,023 $ 35822 § (6,119)
Liabilities
Current liabilities:
ShOTt-term DOTTOWINES .......cvveveieveiieceeieieieie e $ 5590 $ 4 5586 $ —
Short-term borrowings with consolidated companies.. . — — 1,437 (1,437)
Accounts payable .........cooeeveirerieiiineeeeee . 7,198 7,108 198 (108)
Accrued EXPenSes.......coveveuereerieieerienieeerennens . 3,746 3,360 386 —
Accrued wages, salaries and employee benefits 1,200 1,174 26 —
Customer advances ... 1,354 1,354 — —
Dividends payable..... . — — — — s
Other current liabilities .............. . 2,348 1,901 463 (16)
Long-term debt due within one year. 5,952 13 5,939 —
Total current liabilities ..........cccoeeu... 27,388 14,914 14,035 (1,561)
Long-term debt due after one year...........ccccoveeinieieenineenneeceecenes 24,240 7,659 16,590 ) !
Liability for postemployment benefits. . 7,441 7,441 — —
Other liabilities..........cccervrvrrerenennnn . 4,179 3,531 1,354 (706)
Total liabilities ..... 63,248 33,545 31,979 (2,276)
Commitments and contingencies
Shareholders’ equity N
COMMON SEOCK ...ttt ettt evee s 5,804 5,804 919 919)
Treasury stock (21,214) (21,214) — —
Profit employed in the bUSINESS .........cccvvveueiriecinieieerirecceeeeeee 32,435 32,435 3,595 (3,595) B
Accumulated other comprehensive income (10SS) .......covvveveuireriereninieuenne (1,588) (1,588) (832) 832 s
Noncontrolling INtErests........c.covuevereriereirrieerreeereeee s creeeeeeeenens 41 41 161 (161)
Total shareholders’ equity ... 15,478 15,478 3,843 (3,843)
Total liabilities and shareholders’ equity ..................cccoooirriiicennnnn. $ 78,726  § 49,023 $ 35822 § (6,119)

1
2
3

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

Elimination of receivables between Machinery, Energy & Transportation and Financial Products.

Reclassification of Machinery, Energy & Transportation's trade receivables purchased by Financial Products and Financial Products’ wholesale inventory
receivables.

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

Elimination of other intercompany assets between Machinery, Energy & Transportation and Financial Products.

Elimination of debt between Machinery, Energy & Transportation and Financial Products.

Elimination of payables between Machinery, Energy & Transportation and Financial Products.

' Elimination of prepaid insurance in Financial Products’ other liabilities.

® = o u &

9
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Caterpillar Inc.

Supplemental Data for Financial Position

At December 31, 2018
(Unaudited)
(Millions of dollars)

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
Assets
Current assets:
Cash and short-term INVESTMENTS ..........eveerrerreiereereereeereeeeeeeeseereeerennens $ 7,857 $ 6,968 889 §$ — .
Receivables — trade and other.... 8,802 4,677 401 3,724 N
Receivables — finance............c..cooueene. . 8,650 — 13,989 (5,339) .
Prepaid expenses and other current assets...........oeeoeveveererereenuercennnenens 1,765 1,227 583 (45)
TIVENLOTIES ...ttt ettt e et eaae e e et e eteeeneeeeaeeenns 11,529 11,529 — —
TOtAl CUITENT ASSELS ...vvieeiietieeiie et eetee ettt et et e e ete e et e et e e eaeeeveeeareeveeeaneenreas 38,603 24,401 15,862 (1,660)
Property, plant and equipment — Net..........cooeerereeirireennieeneeeseee e 13,574 9,085 4,489 —
Long-term receivables — trade and other 1,161 302 204 655 s
Long-term receivables — finance............. 13,286 — 13,951 (665) s
Investments in Financial Products subsidiaries.... — 3,672 — (3,672) .
Noncurrent deferred and refundable income taxes............cccoeevevecenerecnnnencnnnn. 1,439 2,015 116 (692)
INtANGIDIC ASSELS ....evviierieiieiiiee et e 1,897 1,897 — —
GOOAWILL ..ttt 6,217 6,217 — —
(01113 A TSI SRR 2,332 886 1,446 —
TORAL ASSES ...ttt ettt ea e ea et et eeeneeeeenens $ 78,509 $ 48,475 36,068 $ (6,034)
Liabilities
Current liabilities:
ShOTt-term DOTTOWINES ......uvervveveieieeiieecieieicee et $ 5723 $ — 5723 $ -,
Short-term borrowings with consolidated companies............coceceeereruenenene. — — 1,500 (1,500)
Accounts payable .........ocooveeiireieireeeee e . 7,051 6,972 194 (115)
Accrued EXPenSes ........evveveeeererienieieeienieeeeeee . 3,573 3,212 361 —
Accrued wages, salaries and employee benefits 2,384 2,350 34 —
CUSTOMET AAVAINCES ......veecveeeeeieceeeeeeeeee et ettt e et eneeeeaeeenes 1,243 1,243 — —
Dividends payable .........ccooeieirieiiiriiieereee e 495 495 — —
Other current Habilities.........cooirverieririirieieiseieeetesee e 1,919 1,532 433 (46)
Long-term debt due within 0ne Year ..........ccocevveeeererieinieieceereieeeene 5,830 10 5,820 —
Total current Habilities. ... ...ccveveuerieueeiirieieieeee e 28,218 15,814 14,065 (1,661)
Long-term debt due after one year ......... . 25,000 8,015 16,995 (10) ’
Liability for postemployment benefits . 7,455 7,455 — —
Other HADIIItIES . ....veveeieeeeeiieieeiieteieiet ettt eaenas 3,756 3,111 1,336 (691)
Total Habilities.............coooiiiiiiiii e 64,429 34,395 32,396 (2,362)
Commitments and contingencies
Shareholders’ equity S
COMMON SEOCK .....eitiiiiiietiicieeeie ettt ettt ettt ettt ea e e teeeaeeeveeeaaeeareas 5,827 5,827 919 (919)
TIEASUIY SEOCK ettt (20,531) (20,531) — —
Profit employed in the business..........c.cccccceuuee 30,427 30,427 3,543 (3,543) s
Accumulated other comprehensive income (loss) (1,684) (1,684) (943) 943 |
Noncontrolling interests ........c..cccccevvevecerereeens . 41 41 153 (153)
Total shareholders’ equity..............cccooeiiiiiirinineeeee e 14,080 14,080 3,672 (3,672)
Total liabilities and shareholders’ equity..................cccocoovirieiiininnineine $ 78,509 § 48,475 36,068 $ (6,034)

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

receivables.

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

Elimination of debt between Machinery, Energy & Transportation and Financial Products.
Elimination of payables between Machinery, Energy & Transportation and Financial Products.
Elimination of prepaid insurance in Financial Products’ other liabilities.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Three Months Ended March 31, 2019
(Unaudited)
(Millions of dollars)

Cash flow from operating activities:
Profit of consolidated and affiliated companies............cccceeeveueerreeninieenenennn.
Adjustments for non-cash items:

Changes in assets and liabilities, net of acquisitions and divestitures:
Receivables — trade and other.............ccooeiiiiiniiiccccce
INVENTOTIES ...
AccoUNts PAYADIE .......c.oiriiieiiiiciic e
ACCTUCA EXPOIISES ....eevevniriteninieieteneeteieseeteee ettt seebe et e seseeeteseneaseeeneaenas
Accrued wages, salaries and employee benefits ............cccoveecenvccnnnenne
CUSLOMET AAVANCES .....e.veuvenieeiienieiiriestesieteeteseeneeseste e ssesseneesesseseeneesensennne
Other @SSEtS — NEt.......coiiiiiiiiiiiiiiiciecc e
Other liabilities — Net .........cccoviiiiiiiiiiiiiiiicce s

Net cash provided by (used for) operating activities

Cash flow from investing activities:
Capital expenditures — excluding equipment leased to others ..........c.cccceueee.
Expenditures for equipment leased to Others ...........cocevveevvirerieineneieeene
Proceeds from disposals of leased assets and property, plant and equipment..
Additions to finance receivables
Collections of finance receivables
Net intercompany purchased receivables ..........coeovererieinineieeneneeeeee
Proceeds from sale of finance receivables ..........cooeeevveeninicinniccnineene,
Net intercompany BOITOWINGS .......c.evveverirreieirieieiereseieneeseeeeeesseeeseeseseeneas
Investments and acquisitions (net of cash acquired)..........ccoceveeereneercrenenne.
Proceeds from sale of SECUITHES .....c.eveueririeeiririeiiiriieeec s
INVEStMENtS IN SECUTIEIES ....cuvuveveeiireiireeeueenreteereeteeee et eaes e eae e eeneeesenes
ORET — DT ..ttt st

Net cash provided by (used for) investing activities .........c.cccevevueveerreerenienenenn.

Cash flow from financing activities:
Dividends Paid........ccceerueieiririeieiee et
Common stock issued, including treasury shares reissued..........c.ccceovveeeenne.
Common shares repurchased............cocoveerrieiioinnieinnece e
Net intercompany bOITOWINGS .........ccceueueuerirueuereniereireereiieriereeeeeeseeeeneeseenenens
Proceeds from debt issued (original maturities greater than three months).....
Payments on debt (original maturities greater than three months)...................
Short-term borrowings — net (original maturities three months or less) ..........
OFhEr — NET ...t

Net cash provided by (used for) financing activities............ccceevveveenvcecrcnuencncnee

Effect of exchange rate changes on cash

Increase (decrease) in cash and short-term investments and restricted
cash

Cash and short-term investments and restricted cash at beginning of period .....
Cash and short-term investments and restricted cash at end of period ...............

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

T S VO -

Supplemental Consolidating Data

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
$ 1,884 § 1,878 § 154§ (148) ’
641 424 217 —
— (148) — 148
88 49 (59) 98
(150) 75 24 (201) ,
(813) (818) — 5,
355 336 12 7
135 124 11 —
(1,185) (1,177) ®) —
105 105 — — .,
(44 (16) 28 (56) ,
105 28 19 58
1,121 860 350 (89)
(278) (274) “4) —
(269) (23) (247) 1,
209 26 189 6) |
(2,615) — (2,971) 356
2,818 — 3,096 (278) |
— — (16) 16
44 — 44 —
— 63 — (63)
(@) @ — —
57 4 53 —
(107) @) (100) —
(38) (13) (25) —
(181 (226) 19 26
(494) (494) — —
) ) — —
(751) (751) — —
— — (63) 63
2,665 — 2,665 —
(2,567) ) (2,565) —
(522) 4 (526) —
(1) (1) — —
(1,675) (1,249) (489) 63
3 5 2) —
(732) (610) (122) —
7,890 6,994 896 —
$ 7,158 $ 6,384 $ 774 $ —

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

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

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

Supplemental Data for Cash Flow

For the Three Months Ended March 31, 2018
(Unaudited)
(Millions of dollars)

Cash flow from operating activities:
Profit of consolidated and affiliated companies.............cccoeveerrreeirinercrennnenens
Adjustments for non-cash items:

Changes in assets and liabilities, net of acquisitions and divestitures:

Receivables — trade and other...........c.ccvvvevieeirinicieieeeeee e
TIVENTOTIES  ..cuvivietieteetieeteete ettt ettt ettt e e e e s aeesee s e sseensesseeseensenas
Accounts payable

Accrued eXpenses..........coveveereeeeerenrenceneenenes
Accrued wages, salaries and employee benefits
Customer advances
Other assets — net ...
Other liabilities — net..........cccoceverveerennne

Net cash provided by (used for) operating activities ..........ccoeeuerererecrererenenenes

Cash flow from investing activities:
Capital expenditures — excluding equipment leased to others.............ccc.......
Expenditures for equipment leased to Others..........ccceoeveeenreeininccniceeee
Proceeds from disposals of leased assets and property, plant and equipment ..
Additions to finance receivables.........cceirerieriririeieerereeeee e
Collections of finance receivables ...........ccccueeueuieeieieieieieeeieeeeeeeienenens
Net intercompany purchased receivables..........cocoveernieennecrinniecninecrennes
Proceeds from sale of finance receivables ..........ooevveeverieieenienecreeeeeee
Net intercompany DOITOWINGS. ......c.coveieeruirieirienieieienenieeee ettt
Investments and acquisitions (net of cash acquired)..........cccoeveeeenerccnenuccnnnn.
Proceeds from sale of businesses and investments (net of cash sold) ..............
Proceeds from sale Of SECUITHIES.........c.covviiuiuiiiiiiiiicicicc
INVeStMents in SECUTTEIES ........c.cueuiuiuiuiiiieiiiiieicicicicce e
ONET — ML ..ttt sttt sae st nene

Net cash provided by (used for) investing activities.........ccccoveveuerereeeereneenenenes

Cash flow from financing activities:
Dividends Paid .......cceeerieiririeiee e
Common stock issued, including treasury shares reissued...
Common shares repurchased ........c..cccccovecrniccnnnencnes
Net intercompany DOITOWINES........c.c.cevrueueriereueerierereririereeseeereseeeeeesnenens
Proceeds from debt issued (original maturities greater than three months)......
Payments on debt (original maturities greater than three months)........
Short-term borrowings — net (original maturities three months or less)
Other — net .

Net cash provided by (used for) financing activities ..

Effect of exchange rate changes on cash .................

Increase (decrease) in cash and short-term investments and restricted
CASHL. ..o

Cash and short-term investments and restricted cash at beginning of period......
Cash and short-term investments and restricted cash at end of period................

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

T S VO -

Supplemental Consolidating Data

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

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

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

Machinery,
Energy & Financial Consolidating
Consolidated  Transportation ' Products Adjustments
$ 1,667 S 1,663 § 106 S 102) °
681 468 213 —
— (102) — 102
148 62 (6) 92
4,5
(326) 90 — (416)
(803) (803) — —
486 505 (19) —
66 43 23 —
(1,110) (1,083) 27 —
(46) (40) — —
165 173 28 (36) ,
7 (22) (@) 36
935 948 311 (324)
4
(412) (321) 92) 1,
(345) 2) (346) 3,
258 54 207 3
(2,621) — (2,955) 334
2,671 — 3,171 (500) |
— — (489) 489
69 — 69 —
— 107 — (107)
(340) (340) — —
12 12 — —
89 5 84 —
197) (18) 179) —
16 19 3) —
(800) (484) (533) 217
(467) (467) — —
149 149 — —
(500) (500) — —
— — (107) 107
1,541 — 1,541 —
(2,409) (@) (2,408) —
1,151 6 1,145 —
3) (3) — —
(538) (816) 171 107
10 6 4 —
(393) (346) 47 —
8,320 7,416 904 —
$ 7927 $ 7,070 $ 857 $ —
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Certain statements in this press release relate to future events and expectations and are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. Words such as “believe,” “estimate,” “will be,” “will,”
“would,” “expect,” “anticipate,” “plan,” “forecast,” “target,” “guide,” “project,” “intend,” “could,” “should” or other similar
words or expressions often identify forward-looking statements. All statements other than statements of historical fact are
forward-looking statements, including, without limitation, statements regarding our outlook, projections, forecasts or trend
descriptions. These statements do not guarantee future performance and speak only as of the date they are made, and we do not
undertake to update our forward-looking statements.

2 ¢

EENT3 ¢ 2 ¢ 2 ¢

Caterpillar’s actual results may differ materially from those described or implied in our forward-looking statements based on a
number of factors, including, but not limited to: (i) global and regional economic conditions and economic conditions in the
industries we serve; (i) commodity price changes, material price increases, fluctuations in demand for our products or
significant shortages of material; (iii) government monetary or fiscal policies; (iv) political and economic risks, commercial
instability and events beyond our control in the countries in which we operate; (v) international trade policies and their impact
on demand for our products and our competitive position, including the imposition of new tariffs or changes in existing tariff
rates; (vi) our ability to develop, produce and market quality products that meet our customers’ needs; (vii) the impact of the
highly competitive environment in which we operate on our sales and pricing; (viii) information technology security threats and
computer crime; (ix) inventory management decisions and sourcing practices of our dealers and our OEM customers; (x) a
failure to realize, or a delay in realizing, all of the anticipated benefits of our acquisitions, joint ventures or divestitures; (xi)
union disputes or other employee relations issues; (xii) adverse effects of unexpected events including natural disasters; (xiii)
disruptions or volatility in global financial markets limiting our sources of liquidity or the liquidity of our customers, dealers
and suppliers; (xiv) failure to maintain our credit ratings and potential resulting increases to our cost of borrowing and adverse
effects on our cost of funds, liquidity, competitive position and access to capital markets; (xv) our Financial Products segment’s
risks associated with the financial services industry; (xvi) changes in interest rates or market liquidity conditions; (xvii) an
increase in delinquencies, repossessions or net losses of Cat Financial’s customers; (xviii) currency fluctuations; (xix) our or
Cat Financial’s compliance with financial and other restrictive covenants in debt agreements; (xx) increased pension plan
funding obligations; (xxi) alleged or actual violations of trade or anti-corruption laws and regulations; (xxii) additional tax
expense or exposure, including the impact of U.S. tax reform; (xxiii) significant legal proceedings, claims, lawsuits or
government investigations; (xxiv) new regulations or changes in financial services regulations; (xxv) compliance with
environmental laws and regulations; and (xxvi) other factors described in more detail in Caterpillar’s Forms 10-Q, 10-K and
other filings with the Securities and Exchange Commission.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The information required by this Item is incorporated by reference from Note 5 — “Derivative financial instruments and risk
management” included in Part I, [tem 1 and Management’s Discussion and Analysis included in Part I, Item 2 of this Form 10-Q.

Item 4. Controls and Procedures

Evaluation of disclosure controls and procedures

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

Changes in internal control over financial reporting

During the first quarter of 2019, there has been no change in the company's internal control over financial reporting that has
materially affected, or is reasonably likely to materially affect, the company’s internal control over financial reporting.

75



Table of Contents

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

The information required by this Item is incorporated by reference from Note 14 — "Environmental and legal matters" included in
Part I, Item 1 of this Form 10-Q.

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

Issuer Purchases of Equity Securities

Approximate Dollar

Total Number Value of Shares that
Total Number of Shares Purchased may yet be Purchased

of Share Average Price as Part of Publicly under the Program

Period Purchased™ Paid per Share™ Announced Program (in billions)'
January 1-31, 2019 ...ccooiiiiiiicicicccncee 4,744,611 $ 131.54 4,744,611 $ 9.376
February 1-28, 2019 ....ccoiiiiiiiieeieeeeee 632,189 $ 132.91 632,189 § 9.292
March 1-31, 2019 ..o 322,725  $ 133.38 322,725  $ 9.249
Total.......oooiiii e 5,699,525 § 131.80 5,699,525

" In July 2018, the Board approved a share repurchase authorization of up to $10.0 billion of Caterpillar common stock effective January 1, 2019, with no
expiration (the 2018 Authorization). As of March 31, 2019, approximately $9.2 billion remained available under the 2018 Authorization.

? During the first quarter of 2019, we entered into an accelerated stock repurchase (ASR) with a third-party financial institution to purchase $500 million of
our common stock. In January 2019, upon payment of the $500 million to the financial institution, we received 3.6 million shares. In March 2019, upon
final settlement of the January 2019 ASR, we received an additional 0.2 million shares. In total, we repurchased 3.8 million shares under this ASR at an
average price per share of $132.30.

* In January, February and March of 2019, we repurchased 1.2 million, 0.6 million and 0.1 million shares respectively, for an aggregate of $251 million in
open market transactions at an average price per share of $129.33, $132.91 and $137.25, respectively.

Non-U.S. Employee Stock Purchase Plans

As of March 31, 2019, we had 23 employee stock purchase plans (the "EIP Plans") that are administered outside the United States
for our non-U.S. employees, which had approximately 12,000 active participants in the aggregate. During the first quarter of 2019,
approximately 96,000 shares of Caterpillar common stock were purchased by the EIP Plans pursuant to the terms of such plans.
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Item 6. Exhibits

10.1
10.2

10.3

10.4

10.5

31.1

31.2

32

101.INS

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

101.PRE

First Amendment to the Caterpillar Inc. Directors' Deferred Compensation Plan dated January 22, 2019.
Third Amendment to the Caterpillar Inc. 2006 Long-Term Incentive Plan effective as of April 1, 2019.

Form of Nonqualified Stock Option Award pursuant to the 2014 Long-Term Incentive Plan for awards granted
after 2018.

Addendum to Form of Nonqualified Stock Option Award pursuant to the 2006 and 2014 Long-Term Incentive
Plans for awards granted prior to March 4, 2019.

Form of Performance-Based Restricted Stock Unit Award pursuant to the 2014 Long-Term Incentive Plan for
awards granted after 2018.

Certification of D. James Umpleby III, Chief Executive Officer of Caterpillar Inc., as required pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Andrew R.J. Bonfield, Chief Financial Officer of Caterpillar Inc., as required pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of D. James Umpleby III, Chief Executive Officer of Caterpillar Inc. and Andrew R.J. Bonfield,
Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

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

XBRL Taxonomy Extension Presentation Linkbase Document
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SIGNATURES

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

May 6, 2019

May 6, 2019

May 6, 2019

May 6, 2019

CATERPILLAR INC.

/s/ D. James Umpleby 111

D. James Umpleby IIT

/s/ Andrew R.J. Bonfield

Andrew R.J. Bonfield

/s/ Suzette M. Long

Suzette M. Long

/s/ G. Michael Marvel

G. Michael Marvel
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Chairman & Chief Executive Officer

Chief Financial Officer

General Counsel & Corporate Secretary

Chief Accounting Officer



EXHIBIT 10.1

FIRST AMENDMENT
TO THE
CATERPILLAR INC.
DIRECTORS’ DEFERRED COMPENSATION PLAN

Caterpillar Inc. (the “Company”) established the Caterpillar Inc. Directors’ Deferred
Compensation Plan (the “Plan’) to provide members of the Board of Directors with an opportunity to
defer the payment of compensation. The Plan was most recently amended and restated effective July
1, 2018 by a document dated June 14, 2018. Pursuant to Section 8.1 of the Plan, the Company has

reserved the right to amend the Plan. By this instrument, the Company now amends the Plan to: (1)

permit participants to make changes to their payment elections and (2) update the definition of C+B

Officer.
1. This First Amendment shall be effective as of the date of its execution.
2. Section 1.1(b) of the Plan is hereby amended and restated in its entirety to provide as
follows:
“(b) “C+B Officer” means the Company’s Director of Total
Rewards.”
3. Section 6.3 of the Plan is hereby amended and restated in its entirety to provide as
follows:

“6.3 Form of Distribution.

(a) General. Accounts shall be distributed in a single lump
sum payment or in up to ten annual installments. Amounts attributable
to the deferral of Equity Compensation shall be distributed in Company
Stock (with any fractional shares attributable to the receipt of dividends
rounded to the nearest whole share) and amounts attributable to the
deferral of Cash Compensation shall be distributed in cash. Distributions
shall be subject to such uniform rules and procedures as may be adopted
by the Plan Administrator from time to time, consistent with Section
409A ofthe Code. The form of payment (i.e., lump sum or installments)
shall be selected by the Participant in the initial Distribution Election
Form (which may be contained in and be a part of a Deferral Agreement)
submitted by the Participant to the Plan Administrator on entry into the
Plan. A Participant may change the election by filing a new Distribution
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Election Form with the Plan Administrator in accordance with paragraph
(b) of this Section 6.3. If a revised Distribution Election Form is not
honored because it was not timely filed, distributions shall be made in
the form specified in the most recent valid Distribution Election Form
filed by the Participant. If no valid Distribution Election Form exists,
the Participant’s accounts will be distributed in a single lump-sum.

(b) Changes to Form _of Payment. A new Distribution
Election Form that changes the form of payment selected by a Participant
may be filed with the Plan Administrator at any time, will be subject to
such uniform rules and procedures as may be adopted by the Plan
Administrator from time to time, and only will be honored in accordance
with the following:

(1) The new form will not take effect until at least
12 months after the date on which the new form is filed with the Plan
Administrator; and

(i1) The election may not be made less than 12
months prior to the date the payment is scheduled to be made, is
commenced or otherwise would be made; and

(ii1))  The first payment with respect to which the
election is made must be deferred for a period of not less than five years
from the date such payment would otherwise be made.

The provisions of this Section 6.3(b) are intended to comply
with Section 409A(a)(4)(C) of the Code and shall be interpreted in a
manner consistent with the requirements of such section and any
regulations, rulings or other guidance issued pursuant thereto.”

4, Section 6.5 of the Plan is hereby amended and restated in its entirety to provide as

follows:

“6.5 Timing of Distribution. Unless payment is deferred pursuant
to Section 6.3(b)(iii) (Form of Distribution — Changes to Form of
Payment) and subject to Section 6.6 (Payment Upon Death), amounts
will be distributed (or in the case of installment distributions, such
installments shall commence) as soon as practicable after the January 1
coincident with or next following the Participant’s Separation from
Service (but not sooner than the six-month anniversary of such
Separation in the case of a Key Employee).”
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5. Section 6.6(b)(ii) of the Plan is hereby amended and restated in its entirety to provide

as follows:

“(i1) Payments Not Commenced at Time of Death. If| at the time
of the Participant’s death, payment of the Participant’s accounts has not
commenced pursuant to this Article VI, the distributions made pursuant
to this Section 6.6 shall be made to the Participant’s beneficiary in
accordance with the then current and valid distribution election made
by the Participant (or, in the absence of such a distribution election, in
accordance with the “default” provisions of Section 6.3(a) (Form of
Distribution — General). Further, any five-year re-deferral requirement
in effect under Section 6.3(b)(iii) (Form of Distribution — Changes to
Form of Payment) shall not apply in the event of death (whether the
death causes the Participant’s Separation from Service or occurs after
the Participant’s Separation from Service) in accordance with Treasury
Regulation Section 1.409A-2(b)(1)(ii), and amounts may be distributed
as soon as practicable following the date of the Participant’s death.”

6. This First 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 effect. 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 Second Amendment.

%% % % %
IN WITNESS WHEREOF, the Company has caused this First Amendment to be executed by

its duly authorized representative as of this 22 day of January, 2019.

CATERPILLAR INC.

/s/ Cheryl H. Johnson
Cheryl H. Johnson
Chief Human Resources Officer
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EXHIBIT 10.2

THIRD AMENDMENT
TO THE
CATERPILLAR INC.
2006 LONG-TERM INCENTIVE PLAN

Caterpillar Inc. (the “Company”) maintains the Caterpillar Inc. 2006 Long-Term Incentive

(the “Plan”). The Plan was originally approved by stockholders effective on June 14, 2006. On

June9,2010, stockholders approved an amendment and restatement of the Plan that became effective

on such date. Pursuant to Section 16.1 of the Plan, the Company has reserved the right to amend

the Plan, in whole or in part, at any time. By documents dated December 6, 2010 and August 22,

2013, the Company amended the amended and restated Plan. By this instrument, the Company

hereby further amends the Plan to permit “net exercise” of stock options.

1.

2.

follows:

6747906

This Third Amendment shall be effective as of April 1, 2019.

Section 6.5 of the Plan is hereby amended and restated in its entirety to provide as

“6.5 Payment. Options granted under this Section 6 shall be
exercised by the delivery of a notice of exercise to the Company (or
its designated agent(s)), setting forth the number of Shares with
respect to which the Option is to be exercised, accompanied by full
payment for the Shares. The Option Price upon exercise of any Option
shall be payable to the Company in full either:

(a) in cash or its equivalent, or

(b) by tendering previously acquired Shares having an
aggregate Fair Market Value at the time of exercise
equal to the total Option Price, or

(c) by cashless exercise through delivery of irrevocable
instructions to a broker to promptly deliver to the
Company the amount of proceeds from a sale of shares
having a Fair Market Value equal to the purchase
price, or



(d) by cashless exercise through authorizing the
Company to withhold whole shares of Common Stock
which would otherwise be delivered having an
aggregate Fair Market Value, determined as of the date
of exercise, equal to the amount necessary to satisfy
such obligation.”

3. 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 effect.
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.

EE L

IN WITNESS WHEREOQOF, the Company has caused this Third Amendment to be executed

by its duly authorized representative as of this 4 day of February, 2019.

CATERPILLAR INC.

/s/ Cheryl H, Johnson
Cheryl H. Johnson

Chief Human Resources Officer




EXHIBTI 10.3

Caterpillar Inc.
2014 Long-Term Incentive Plan
Nonqualified Stock Option Award Notice

[GRANT DATE]

The Board of Directors of Caterpillar Inc. (the “Company”) has granted you, NAME], [NUMBER]
nonqualified stock options (“NQSOs”) on [GRANT DATE] (the “Grant Date”) pursuant to, and
subject to the restrictions, terms and conditions set forth in, the Caterpillar Inc. 2014 Long-Term
Incentive Plan (the “Plan”) at a price of [OPTION PRICE] per share, which is the closing transaction
price of a share of Company Common Stock as reported on the New York Stock Exchange on the
Grant Date. This Award Notice and the Plan specify the material terms and provisions applicable
to such nonqualified stock option award (the “Option Award”). Capitalized terms not defined herein
shall have the meanings specified in the Plan.

Vesting
The Option Award is subject to a three-year vesting schedule. Except to the extent the NQSOs are

forfeited upon your termination of employment, as provided below, one-third of the NQSOs will
become vested on the first anniversary of the Grant Date, one-third of the NQSOs will become vested
on the second anniversary of the Grant Date, and the final one-third of the NQSOs will become
vested on the third anniversary of the Grant Date (each such date, a “Vesting Date”).

If you terminate employment prior to the date the NQSOs have become fully vested for any reason
other than Long-Service Separation, Disability, death or in connection with a Change in Control (as
described more fully below), the unvested NQSOs will be forfeited. For example, if you quit (but
do not meet the requirements for Long-Service Separation at the time you quit) after the first
anniversary of the Grant Date but prior to the second anniversary of the Grant Date, you will forfeit
two-thirds ofthe NQSOs. Your Option Award is also subject to certain additional forfeiture conditions
set forth in Sections 5.16 and 5.17 of the Plan and in the Post-Employment Restrictions section of
this Award Notice.

Exercise of Award

The Option Award may only be exercised through the Plan’s designated administrator, currently
E*TRADE, or through such other means as the Company may designate. You may exercise the
Option Award by providing notice of exercise, in a manner specified by the Company, setting forth
the number of shares to be exercised, accompanied by full payment for the shares. The exercise
price shall be payable at your election by: (1) tendering cash, (2) tendering previously acquired
shares of Company Common Stock, (3) except as may be prohibited by applicable law, a broker-
dealer, acceptable to the Company and to whom you submitted an irrevocable notice of exercise,
tendering cash, (4) authorizing the Company to withhold whole shares of Common Stock which
would otherwise be delivered ,or (5) any combination of (1), (2), (3) and (4).

The Option Award will expire unless exercised by [EXPIRATION DATE] (the “Expiration Date”),
the tenth anniversary of the Grant Date. If the Expiration Date occurs during any period in which
you are prohibited from trading Company Common Stock pursuant to the Company’s insider trading
policy or during a period when the exercise of the Option Award would violate applicable securities
law (a “Blackout Period”), then the Option Award will not expire on the Expiration Date. Instead,
the Option Award will not expire until the date that is 30 days after the expiration of the Blackout
Period.
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Voting Rights
During the period between the Grant Date and the date you exercise your vested NQSOs and the

shares subject to such NQSOs are issued or delivered to you (the “Restriction Period”), you are not
entitled to any voting rights with respect to such NQSOs. From and after the date shares are actually
issued or delivered, you then will have full voting rights with respect to those shares.

Dividends and Other Distributions

During the Restriction Period, you will not receive or be credited with dividends or any other
distributions (e.g., dividend equivalents) with respect to the NQSOs. From and after the date shares
are actually issued or delivered, you then will have dividend rights with respect to those shares.

Termination of Employment
Your termination of employment with the Company prior to the date the NQSOs become fully vested
will impact the unvested NQSOs as follows:

» Long-Service Separation

If your employment with the Company terminates at least six months after the Grant Date by
reason of Long-Service Separation (as defined below), your unvested NQSOs will continue
to become vested and exercisable as of each Vesting Date as though your employment with
the Company had continued through the last scheduled Vesting Date. In such event, your
Option Award will remain exercisable until the Expiration Date. For purposes of this Option
Award, “Long-Service Separation” means termination of employment after attainment of age
55 with 5 or more years of continuous service with the Company, as determined by the Company
in its sole discretion.

+ Disability

If your employment with the Company terminates by reason of Disability (as defined below),
your unvested NQSOs will become fully vested. In such event, your Option Award will remain
exercisable until the Expiration Date. For purposes of this Option Award, “Disability” means,
unless otherwise provided for in an employment, change in control or similar agreement in
effect between you and the Company or a Subsidiary, qualifying for long-term disability
benefits under any long-term disability program sponsored by the Company or a Subsidiary
in which you participate or, if you do not participate in any such program, your inability to
engage in any substantial gainful business activity by reason of any medically determinable
physical or mental impairment that can be expected to result in death, or which has lasted or
can be expected to last for a continuous period of not less than 12 months, as determined by
the Company’s Director of Total Rewards, based upon medical evidence.

* Death
If your employment with the Company terminates by reason of death, your unvested NQSOs
will become fully vested and your beneficiary or your estate (as applicable) will have until the
Expiration Date to exercise the Option Award.

If you die after your termination of employment when the Option Award is otherwise
exercisable, the Option Award will remain exercisable by your beneficiary or your estate (as
applicable) until: (a) the Expiration Date if your termination of employment was due to Long-
Service Separation, Disability or in connection with a Change in Control; or (b) the earlier of:
(1) the Expiration Date or (2) 38 months following your termination of employment if your



termination of employment was for any reason other than Long-Service Separation, Disability
or in connection with a Change in Control.

* Change in Control

In the event of a Change in Control prior to the date the NQSOs become fully vested pursuant
to which your Option Award is effectively continued, assumed or replaced by the surviving or
acquiring corporation in such Change in Control (with appropriate adjustments to the number
and kind of shares, in each case, that preserve the material terms and conditions of the
outstanding Option Award as in effect immediately prior to the Change in Control) and your
employment is terminated either by the Company without Cause or by you for Good Reason,
as defined in the Plan, within the 24-month period commencing on the date of the Change in
Control, your unvested NQSOs will immediately become fully vested. In such event, your
Option Award will remain exercisable until the Expiration Date.

* Cause
If your employment with the Company is terminated for Cause (as defined in the Plan), all of
your unexercised NQSOs associated with the Option Award (whether vested or non-vested)
shall expire immediately and all rights thereunder cease upon such termination.

* Other
If your employment with the Company terminates prior to the date the NQSOs become fully
vested for any reason other than Long-Service Separation, Disability, death, Cause or in
connection with a Change in Control, all unvested NQSOs associated with this Option Award
shall be immediately forfeited to the Company. In such event, with respect to vested NQSOs,
you will have until the earlier of (1) the Expiration Date or (2) the date which is 60 days
following the date of your termination of employment to exercise the Option Award.

For purposes of this Option Award, references to employment with the Company shall also mean
employment with a Subsidiary. The extent to which you shall be considered employed during any
periods during which you are on a leave of absence shall be determined in accordance with Company
policy.

Transferability of Award

Subject to certain exceptions set forth in the Plan, the Option Award is only exercisable by you (or
your beneficiary, estate or representative, as applicable) and may not be assigned, transferred, pledged
or hypothecated in any way. The Option Award is not subject to execution, attachment or similar
process. Any attempt at such, contrary to the provisions of the Plan, will be null and void and without
effect. Note that once your Option Award is exercised and shares of Common Stock are actually
issued or delivered, you will have the ability to transfer those shares.

Designation of Beneficiary

If you have not done so already, you are encouraged to designate a beneficiary (or beneficiaries) to
whom your vested NQSOs under the Plan will be transferred upon your death. If you do not designate
a beneficiary, your vested NQSOs will be transferred to your estate.

Administration of the Plan
The Option Award shall at all times be subject to the terms and provisions of the Plan and the Plan
shall be administered in accordance with the terms of, and as provided in, the Plan. In the event of



conflict between the terms and provisions of this Award Notice and the terms and provisions of the
Plan, the provisions of the Plan shall control.

Code Section 409A

Itis intended that this Award Notice and the administration of the Option Award will be exempt from
Section 409A of the Internal Revenue Code of 1986, as amended, and the Treasury Regulations
promulgated and other official guidance issued thereunder (“Code Section 409A”). The Plan and
this Award Notice shall be interpreted and construed on a basis consistent with such intent.
Notwithstanding anything contained herein to the contrary, the Committee reserves the right
(including the right to delegate such right) to unilaterally amend this Award Notice (and thus the
terms of the Option Award) without your consent solely in order to maintain an exclusion from the
application of, or to maintain compliance with, Code Section 409A. Your acceptance of this Option
Award constitutes acknowledgement and consent to such rights of the Committee.

Tax Impact
Please refer to the Plan prospectus and support materials for a general description of the tax

consequences of an Option Award. You may also wish to consult with your personal tax advisor
regarding how the Option Award impacts your individual tax situation. Nothing contained in this
Award Notice or in the Plan prospectus shall be construed as a guarantee of any particular tax effect
for any benefits or amounts deferred or paid pursuant to this Award Notice.

Withholding
The exercise of an NQSO is a taxable event in many taxing jurisdictions. In some countries, including

the United States, the Company is required to withhold taxes upon the taxable event. To satisfy this
withholding obligation, the Company will withhold that number of shares that would satisfy the
withholding obligation from the shares otherwise to be issued or delivered to you, unless another
method of withholding is approved by the Committee. The following conditions apply to such
withholding: (a) the value of the shares of Common Stock withheld must equal the minimum
withholding obligation; and (b) the value of the shares of Common Stock withheld shall be the Fair
Market Value determined as of the exercise date. For this purpose and for all other purposes of this
Option Award except the Option price as described above, Fair Market Value shall mean the mean
between the high and low prices at which a share of Common Stock of the Company is traded on
the New York Stock Exchange.

Compliance with Securities Laws

The Company will take steps required to achieve compliance with all applicable United States federal
and state securities laws (and other laws, including registration requirements) and with the rules and
practices of the stock exchanges upon which the stock of the Company is listed and the Option Award
is subject to the requirements of such laws and rules. The Option Award is subject to the condition
that if the listing, registration or qualification of the shares of Common Stock subject to the Option
Award upon any securities exchange or under any law, or the consent or approval of any governmental
body, or the taking of any other action is necessary or desirable as a condition of, or in connection
with, the issuance or delivery of shares hereunder, the shares of Common Stock subject to the Option
Award shall not be issued or delivered, in whole or in part, unless such listing, registration,
qualification, consent, approval or other action shall have been effected or obtained, free of any
conditions not acceptable to the Company. The Company agrees to use reasonable efforts to effect
or obtain any such listing, registration, qualification, consent, approval or other action.

Adjustment of Shares




Provisions are made within the Plan covering the effect of stock dividends, stock splits, changes in
par value, changes in kind of stock, sale, merger, recapitalization, reorganization, etc.

Awards Subject to Forfeiture, Clawback and Setoff

The Option Award (and its exercise) is subject to certain forfeiture conditions set forth in the Plan
which, in the event such conditions are determined to have occurred, may result in immediate
forfeiture and cancellation of your outstanding Option Award or an obligation to repay the Company
the total amount of award gain realized upon exercise of your Option Award. Also, the Company
generally may deduct from and set off against any amounts the Company owes to you, including
amounts payable in connection with this Option Award, such amounts you may owe to the Company.

Effect on Other Benefits

The Option Award is not intended to and shall not impact the coverage of or the amount of any other
employee benefit plans in which you participate that are sponsored by the Company or any of its
Subsidiaries or affiliates.

Award Confers No Rights to Continued Employment

In no event shall the granting of the Option Award or its acceptance by you, or any provision of the
Award Notice or the Plan, give or be deemed to give you any right to continued employment by the
Company, any Subsidiary or any affiliate of the Company or affect in any manner the right of the
Company, any Subsidiary or any affiliate of the Company to terminate your employment at any time.

Decisions of Board or Committee

The Board or the Committee shall have the right to resolve all questions which may arise in connection
with the Option Award. Any interpretation, determination or other action made or taken by the Board
or the Committee regarding the Plan or this Option Award shall be final, binding and conclusive.

Successors

This Award Notice shall be binding upon and inure to the benefit of any successor or successors of
the Company and any person or persons who shall acquire any rights hereunder in accordance with
this Award Notice or the Plan.

Severability
The invalidity or unenforceability of any particular provision of this Award Notice shall not affect

the other provisions hereof and this Award Notice shall be construed in all respects as if such invalid
or unenforceable provision was omitted.

Governing Law
This Award Notice, the Option Award and all determinations made and actions taken pursuant hereto

and thereto, to the extent not governed by 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.

Entire Agreement
This Award Notice and the Plan constitute the entire agreement between you and the Company with

respect to the subject matter hereof and supersede in their entirety all prior undertakings and
agreements between you and the Company with respect to the subject matter hereof, and except as
provided herein, may not be modified adversely to your interest except by means of a writing signed
by you and the Company.



Acceptance of Award

You are required to electronically accept this Award Notice within your stock plan account with the
Company’s stock plan administrator according to the procedures then in effect. Your acceptance of
this Award Notice constitutes acknowledgement of receipt of the Plan and this Option Award and
consent to the terms of the Plan and this Award Notice as described in the Plan and this Award Notice.

Notices

All notices, requests or other communications provided for in this Award Notice shall be made, if
to the Company, to Caterpillar Inc., Equity Compensation Administration, 100 N.E. Adams Street,
Peoria, IL 61629-4440 (or, if applicable, to any updated address provided by the Company for such
purposes), and if to you, to your last known mailing address on file with the Company’s stock plan
administrator. All notices, requests or other communications provided for in this Award Notice shall
be made in writing either (a) by personal delivery, (b) by facsimile or electronic mail with
confirmation of receipt, (c) by mailing in the United States mails or (d) by express courier service.
The notice, request or other communication shall be deemed to be received upon personal delivery,
upon confirmation of receipt of facsimile or electronic mail transmission or upon receipt by the party
entitled thereto if by United States mail or express courier service; provided, however, that ifa notice,
request or other communication sent to the Company is not received during regular business hours,
it shall be deemed to be received on the next succeeding business day of the Company.

Post-Employment Restrictions
Until 12 months following your termination of employment, you will not directly or indirectly,
without the prior written consent of Caterpillar Inc., do any of the following:

1. solicit any business competitive with any Company business from any person or entity who:
(a) was a provider or customer to the Company within the 18 months before your termination
of employment date and (b) with whom you had contact to further the Company’s business
or for whom you performed services, or supervised the provision of services for, during
your employment;

ii. hire, employ, recruit or solicit any employee of or consultant to the Company who possesses
confidential information of the Company;

iil. induce or influence any employee, consultant, customer or provider to the Company to
terminate his, her or its employment or other relationship with the Company;

1v. engage or participate in, or in any way render services or assistance to, any business that
competes, directly or indirectly, with any Company product or service that you participated
in, engaged in, or had confidential information regarding, in any geographic territory over
which you had responsibilities, during the 18 months before your termination of employment
date; or

v. assist anyone in any of the activities listed above.

For purposes of the preceding, “Company” also includes each and all of the Company’s parents,
Subsidiaries, and affiliates. If you reside or work in the State of California, only subsection (ii)
above is applicable to you.

If you engage in any of the activities listed in the preceding paragraph without the prior written
consent of Caterpillar Inc. within the first 12 months following your termination of employment,
all of your unexercised NQSOs associated with the Option Award (whether vested or non-vested)
shall expire immediately and all rights thereunder cease upon such termination.



Further Information

For more detailed information about the Plan, please refer to the Plan prospectus or the Plan itself.
Copies of the prospectus and the Plan can be obtained from the Executive Compensation intranet
website at Cat @work under the Compensation + Benefits tab. If you have any questions regarding
your equity compensation under the Plan, please contact executivecompensation@cat.com.




EXHIBIT 10.4

Addendum to Form of Nonqualified Stock Option Award
Pursuant to the 2006 and 2014 Long-Term Incentive Plan
For Awards Granted Prior to March 4, 2019

March 29, 2019

The Company has modified the terms of the unexercised and outstanding nonqualified stock options
granted to you prior to March 4, 2019 to permit net settlement beginning April 1, 2019. Under the net
settlement exercise method, shares of stock which would otherwise be delivered upon exercise are
withheld to pay the exercise price of the option. Exercising using the net settlement method allows for
fewer shares to be sold, as compared to the exercise and sell to cover method, typically resulting in lower
sales commission fees. You are not required to use the net exercise method—the existing exercise
methods under the applicable award documents remain available to you.

This notification is an addendum to your award documents for any such unexercised and outstanding
options, and you should retain a copy of it for your records. Note, if you were granted nonqualified stock
options on March 4, 2019, your award documents for that grant include net settlement provisions.



EXHIBIT 10.5

Caterpillar Inc.
2014 Long-Term Incentive Plan
Performance-Based Restricted Stock Unit Award Notice

[GRANT DATE]

The Board of Directors of Caterpillar Inc. (the “Company”) has granted you, [NAME], [NUMBER] restricted
stock units (“RSUs”) on [GRANT DATE] (the “Grant Date”) pursuant to, and subject to the restrictions,
terms and conditions set forth in, the Caterpillar Inc. 2014 Long-Term Incentive Plan (the “Plan”). This
Award Notice and the Plan specify the material terms and provisions applicable to such restricted stock unit
award (the “RSU Award”). Capitalized terms not defined herein shall have the meanings specified in the
Plan.

Vesting
Except to the extent the RSUs are forfeited upon your termination of employment as provided below, the

RSU Award will vest on [VEST DATE] (the “Vesting Date”) if the Company achieves the performance
goal(s) established by the Committee (the “Performance Goals™) for the period beginning on [DATE] and
ending on [DATE] (the “Performance Period”), as set forth in Appendix A hereto.

As soon as administratively practicable, but not later than two and one-half months after the Vesting Date,
the Company shall issue or deliver to you, subject to the achievement of the Performance Goals and the
other conditions of this Award Notice, unrestricted shares of Common Stock equal to the number of RSUs
that become vested, rounded up or down to the nearest whole number, less any shares withheld to satisfy
any applicable income and payroll tax withholding requirements. If you terminate employment prior to the
date the RSUs have become fully vested for any reason other than Long-Service Separation, Disability, death
or in connection with a Change in Control (as described more fully below), all of the unvested RSUs will
be forfeited. Your RSU Award is also subject to certain additional forfeiture conditions set forth in Sections
5.16 and 5.17 of the Plan and in the Post-Employment Restrictions section of this Award Notice.

Voting Rights
During the period between the Grant Date and the date the RSUs become vested and the shares subject to

such RSUs are issued or delivered to you (the “Restriction Period”), you are not entitled to any voting rights
with respect to such RSUs. From and after the date shares are actually issued or delivered, you then will
have full voting rights with respect to those shares.

Dividend Equivalents; Dividends

On each date that a cash dividend is paid to holders of Common Stock, an amount equal to the cash dividend
that is paid on each share of Common Stock, multiplied by the number of RSUs that remain unvested and
outstanding as of the dividend payment date (the “Dividend Equivalent Amount”) shall be credited for your
benefit. Unless otherwise determined by the Board or Committee in its discretion, the aggregate Dividend
Equivalent Amount, if any, credited to you shall be converted into an additional number of RSUs determined
by dividing the Dividend Equivalent Amount by the Fair Market Value of a share of Common Stock on the
dividend payment date (the “Dividend Equivalent RSUs”). The Dividend Equivalent RSUSs, if any, will vest
on the same Vesting Date corresponding to the underlying RSUs with respect to which the Dividend
Equivalent RSUs were credited, and will otherwise be subject to the same conditions applicable to the
underlying RSUs, including, without limitation, the provisions governing time and form of settlement;
provided however, that Dividend Equivalent RSUs will not accrue on Dividend Equivalent RSUs. Unless
expressly provided otherwise, as used elsewhere in this Agreement “RSUs” shall include any Dividend
Equivalent RSUs that have been credited to you. From and after the date shares of Common Stock are
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actually issued or delivered upon settlement of the RSUs, you then will have dividend rights with respect to
those shares.

Termination of Employment

If your employment with the Company terminates prior to the Vesting Date, all unvested RSUs subject to
this RSU Award will lapse and shall be immediately forfeited, except as follows:

Long-Service Separation

If your employment with the Company terminates at least six months after the Grant Date by reason
of Long-Service Separation (as defined below), the RSU Award will remain outstanding and the
RSUs will become vested if and to the extent the Performance Goals for the full Performance Period
are achieved. For purposes of this RSU Award, “Long-Service Separation” means termination of
employment for any reason other than for Cause after attainment of age 55 with 5 or more years of
continuous service with the Company, as determined by the Company in its sole discretion.

Disability

If your employment with the Company terminates by reason of Disability, the RSU Award will
remain outstanding and the RSUs will become vested if and to the extent the Performance Goals
are achieved. For purposes of this RSU Award, “Disability”” means, unless otherwise provided for
in an employment, change in control or similar agreement in effect between you and the Company
or a Subsidiary, qualifying for long-term disability benefits under any long-term disability program
sponsored by the Company or a Subsidiary in which you participate or, if you do not participate in
any such program, your inability to engage in any substantial gainful business activity by reason of
any medically determinable physical or mental impairment that can be expected to result in death,
or which has lasted or can be expected to last for a continuous period of not less than 12 months, as
determined by the Company’s Director of Total Rewards, based upon medical evidence.

Death

If your employment with the Company terminates by reason of death, your unvested RSUs will
become fully vested and shares of Common Stock, less any shares withheld to satisfy any applicable
income and payroll tax withholding requirements, will be issued or delivered to your beneficiary or
your estate (as applicable), as soon as administratively practicable, but not later than 2'% months,
following the date of your death.

Change in Control

In the event of a Change in Control prior to the end of the Restriction Period pursuant to which your
RSU Award is effectively continued, assumed or replaced by the surviving or acquiring corporation
in such Change in Control (with appropriate adjustments to the number and kind of shares, in each
case, that preserve the material terms and conditions of the outstanding RSU Award as in effect
immediately prior to the Change in Control) and your employment is terminated either by the
Company or its successor without Cause or by you for Good Reason, as defined in the Plan, within
the 24-month period commencing on the date of the Change in Control, all of the RSUs will
immediately become fully vested and shares of Common Stock, less any shares withheld to satisfy
any applicable income and payroll tax withholding requirements, will be issued or delivered to you
as soon as administratively practicable, but not later than two and one-half months, after your
termination of employment.




For purposes of this RSU Award, references to employment with the Company shall also mean employment
with a Subsidiary. The extent to which you shall be considered employed during any periods during which
you are on a leave of absence shall be determined in accordance with Company policy.

Transferability of Award

Subject to certain exceptions set forth in the Plan, the RSU Award may not be assigned, transferred, pledged
or hypothecated in any way. The RSU Award is not subject to execution, attachment or similar process. Any
attempt at such, contrary to the provisions of the Plan, will be null and void and without effect. Note that
once RSUs vest and shares of Common Stock are actually issued or delivered, you will have the ability to
transfer those shares.

Designation of Beneficiary

If you have not done so already, you are encouraged to designate a beneficiary (or beneficiaries) to whom
your vested benefits under the Plan will be paid upon your death. If you do not designate a beneficiary,
vested benefits payable pursuant to the Plan upon your death will be paid to your estate.

Administration of the Plan

The RSU Award shall at all times be subject to the terms and provisions of the Plan and the Plan shall be
administered in accordance with the terms of, and as provided in, the Plan. In the event of conflict between
the terms and provisions of this Award Notice and the terms and provisions of the Plan, the provisions of
the Plan shall control.

Code Section 409A

It is intended that this Award Notice and the administration of the RSU Award comply with Section 409A
of the Internal Revenue Code of 1986, as amended, and the Treasury Regulations promulgated and other
official guidance issued thereunder (“Code Section 409A”), to the extent applicable. The Plan and this Award
Notice shall be interpreted and construed on a basis consistent with such intent. Notwithstanding anything
contained herein to the contrary, no shares may be issued or delivered unless in compliance with Code
Section 409A to the extent that Code Section 409A applies. To the extent this Award Notice provides for
the RSU Award to be settled by reference to your termination of employment, your employment shall be
deemed to have terminated upon your “separation from service,” within the meaning of Code Section 409A.
The Committee reserves the right (including the right to delegate such right) to unilaterally amend this Award
Notice (and thus the terms of the RSU Award) without your consent solely in order to maintain an exclusion
from the application of, or to maintain compliance with, Code Section 409A. Your acceptance of this RSU
Award constitutes acknowledgement and consent to such rights of the Committee.

Tax Impact
Please refer to the Plan prospectus and support materials for a general description of the tax consequences

of an RSU Award. You may also wish to consult with your personal tax advisor regarding how the RSU
Award impacts your individual tax situation. Nothing contained in this Award Notice or in the Plan prospectus
shall be construed as a guarantee of any particular tax effect for any benefits or amounts deferred or paid
pursuant to this Award Notice.

Withholding
The distribution of shares of Common Stock following the vesting of the RSU Award is a taxable event in

many taxing jurisdictions. In some countries, including the United States, the Company is required to
withhold taxes upon the taxable event. To satisfy this withholding obligation, the Company will withhold
that number of shares that would satisfy the withholding obligation from the shares otherwise to be issued
or delivered to you, unless otherwise approved by the Committee. The following conditions apply to such
withholding: (a) the value of the shares of Common Stock withheld must equal the minimum withholding



obligation; and (b) the value of the shares of Common Stock withheld shall be the Fair Market Value
determined as of the date the RSUs become vested. For this purpose and for all purposes of this RSU Award,
Fair Market Value shall mean the mean between the high and low prices at which a share of Common Stock
of the Company is traded on the New York Stock Exchange.

Compliance with Securities Laws

The RSU Award is subject to the condition that if the listing, registration or qualification of the shares of
Common Stock subject to the RSU Award upon any securities exchange or under any law, or the consent or
approval of any governmental body, or the taking of any other action is necessary or desirable as a condition
of, or in connection with, the issuance or delivery of shares hereunder, the shares of Common Stock subject
to the RSU Award shall not be issued or delivered, in whole or in part, unless such listing, registration,
qualification, consent, approval or other action shall have been effected or obtained, free of any conditions
not acceptable to the Company. The Company agrees to use reasonable efforts to effect or obtain any such
listing, registration, qualification, consent, approval or other action.

Adjustment of Shares
Provisions are made within the Plan covering the effect of stock dividends, stock splits, changes in par value,
changes in kind of stock, sale, merger, recapitalization, reorganization, etc.

Awards Subject to Forfeiture, Clawback and Setoff

The RSU Award is subject to certain forfeiture conditions set forth in the Plan, which in the event such
conditions are determined to have occurred, may result in immediate forfeiture and cancellation of your
outstanding RSU Award or an obligation to repay the Company the total amount of award gain realized upon
settlement of your RSU Award. Also, the Company generally may deduct from and set off against any
amounts the Company owes to you, including amounts payable in connection with this RSU Award, such
amounts you may owe to the Company.

Effect on Other Benefits

The RSU Award is not intended to and shall not impact the coverage of or the amount of any other employee
benefit plans in which you participate that are sponsored by the Company or any of its Subsidiaries or
affiliates.

Award Confers No Rights to Continued Employment

In no event shall the granting of the RSU Award or its acceptance by you, or any provision of the Award
Notice or the Plan, give or be deemed to give you any right to continued employment by the Company, any
Subsidiary or any affiliate of the Company or affect in any manner the right of the Company, any Subsidiary
or any affiliate of the Company to terminate your employment at any time.

Decisions of Board or Committee

The Board or the Committee shall have the right to resolve all questions which may arise in connection with
the RSU Award. Any interpretation, determination or other action made or taken by the Board or the
Committee regarding the Plan or this RSU Award shall be final, binding and conclusive.

Successors

This Award Notice shall be binding upon and inure to the benefit of any successor or successors of the
Company and any person or persons who shall acquire any rights hereunder in accordance with this Award
Notice or the Plan.

Severability



The invalidity or unenforceability of any particular provision of this Award Notice shall not affect the other
provisions hereof and this Award Notice shall be construed in all respects as if such invalid or unenforceable
provision was omitted.

Governing Law
This Award Notice, the RSU Award and all determinations made and actions taken pursuant hereto and

thereto, to the extent not governed by 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.

Entire Agreement
This Award Notice and the Plan constitute the entire agreement between you and the Company with respect

to the subject matter hereof and supersede in their entirety all prior undertakings and agreements between
you and the Company with respect to the subject matter hereof, and except as provided herein, may not be
modified adversely to your interest except by means of a writing signed by you and the Company.

Acceptance of Award

Youare required to electronically accept this Award Notice within your stock plan account with the Company’s
stock plan administrator according to the procedures then in effect. Your acceptance of this Award Notice
constitutes acknowledgement of receipt of the Plan and this RSU Award and consent to the terms of the Plan
and this Award Notice as described in the Plan and this Award Notice.

Notices

All notices, requests or other communications provided for in this Award Notice shall be made, if to the
Company, to Caterpillar Inc., Equity Compensation Administration, 100 N.E. Adams Street, Peoria, IL
61629-4440 (or, if applicable, to any updated address provided by the Company for such purposes), and if
to you, to your last known mailing address on file with the Company’s stock plan administrator. All notices,
requests or other communications provided for in this Award Notice shall be made in writing either (a) by
personal delivery, (b) by facsimile or electronic mail with confirmation of receipt, (¢) by mailing in the
United States mail or (d) by express courier service. The notice, request or other communication shall be
deemed to be received upon personal delivery, upon confirmation of receipt of facsimile or electronic mail
transmission or upon receipt by the party entitled thereto if by United States mail or express courier service;
provided, however, that if a notice, request or other communication sent to the Company is not received
during regular business hours, it shall be deemed to be received on the next succeeding business day of the
Company.

Post-Employment Restrictions
Until 12 months following your termination of employment, you will not directly or indirectly,
without the prior written consent of Caterpillar Inc., do any of the following:

1. solicit any business competitive with any Company business from any person or entity who:
(a) was a provider or customer to the Company within the 18 months before your termination
of employment date and (b) with whom you had contact to further the Company’s business
or for whom you performed services, or supervised the provision of services for, during
your employment;

il. hire, employ, recruit or solicit any employee of or consultant to the Company who possesses
confidential information of the Company;



iii. induce or influence any employee, consultant, customer or provider to the Company to
terminate his, her or its employment or other relationship with the Company;

1v. engage or participate in, or in any way render services or assistance to, any business that
competes, directly or indirectly, with any Company product or service that you participated
in, engaged in, or had confidential information regarding, in any geographic territory over
which you had responsibilities, during the 18 months before your termination of employment
date; or

v. assist anyone in any of the activities listed above.

For purposes of the preceding, “Company” also includes each and all of the Company’s parents,
subsidiaries, and affiliates. If you reside or work in the State of California, only subsection (ii) above is
applicable to you.

If you engage in any of the activities listed above without the prior written consent of Caterpillar
Inc. within the first 12 months following your termination of employment, all unvested RSUs subject
to this RSU Award will lapse and shall be immediately forfeited. For avoidance of doubt, any RSUs
that would have otherwise vested upon achievement of the Performance Goals following your
termination of employment due to Long Service Separation shall be forfeited.

Further Information

For more detailed information about the Plan, please refer to the Plan prospectus or the Plan itself. Copies
of the prospectus and the Plan can be obtained from the Executive Compensation intranet website at Cat
@work under the Compensation + Benefits tab. If you have any questions regarding your equity
compensation under the Plan, please contact executivecompensation@cat.com.




Appendix A
Performance-Based Restricted Stock Unit Award
[YEAR] — [YEAR] Performance Period

[GRANT DATE]

The Performance Goal shall be [INSERT DESCRIPTION OF PERFORMANCE GOAL].

Capitalized terms not defined in this Appendix A shall have the meanings specified in the Plan and
in the Award Notice.



EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, D. James Umpleby III, certify that:

1.

2.

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

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

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

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

a)

b)

d)

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

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

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

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

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

a)

b)

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

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

May 6, 2019 /s/ D. James Umpleby III Chief Executive Officer
D. James Umpleby 11




EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, Andrew R.J. Bonfield, certify that:

1.

2.

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

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

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

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

a)

b)

d)

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

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

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

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

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

a)

b)

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

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

May 6, 2019 /s/ Andrew R.J. Bonfield Chief Financial Officer
Andrew R.J. Bonfield




EXHIBIT 32

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

In connection with the quarterly report of Caterpillar Inc. (the “Company”’) on Form 10-Q for the period ending March 31,
2019 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certify
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of
our knowledge:

(1
2

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

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

May 6, 2019 /s/ D. James Umpleby III Chief Executive Officer
D. James Umpleby III

May 6, 2019 /s/ Andrew R.J. Bonfield Chief Financial Officer
Andrew R.J. Bonfield

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