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Crunch-Time Victory

Team Caterpillar Delivers 69 New Excavators
on Tight Deadline

By Rachel Paul

With a big sale on the line and
time tight, Caterpillar employees
produced another crunch-time
victory by securing 69 new
hydraulic excavators for U.S.
Pipeline’s Enbridge Southern
Lights project. Once again
demonstrating Team Caterpillar’s
drive to provide customers with
quality products when and
where they need them.

“We knew we had to come
together as a team to deliver
these machines on time and with
superior quality,” said Mike
Krake, a demand analyst from
the Excavating Division who was
heavily involved in the push. “Our
customers depended on us. We
weren’t going to let them down.”

The Enbridge Southern Lights
Project is just one of the projects
under construction by U.S.
Pipeline, Inc., a Houston, Texas-
based pipeline contractor
serving the pipeline industry in
North America providing
petroleum to sites throughout
America and Canada. Knowing
that the relationship with U.S.
Pipeline was important, Team
Caterpillar worked together to
win the deal and provide the
customer with high-quality
products—all within 60 days.

Given the short timeline, a
team of employees from PipeLine
Machinery International (PLM
Cat), Cat Global Pipeline,
Excavation Division, Americas
Operations Division, Americas
Distribution and more created a
plan to find and deliver the
machines from both dealer
inventory and new machines
straight from the factory.

Rounding up such a large
order in a very short time, the
team faced a series of
challenges including facility
operations shutdowns, a new
excavator assembly sequence in
Aurora and low 345 excavator
volumes featuring removable
counterweights.

Combating these challenges,
the core team held daily briefings
to provide updates and track
machines. The supply chain team

members “made it visual” using
red and green cards to track the
more than 2,800 parts designated
for the Enbridge machines.
Operations at each contributing
manufacturing plant provided
quality testing and velocity
updates before releasing the

[employees’] dedication to keep
a customer.”

As of mid-October, none of the
machines have had an early hour
repair hit, meaning they are
operating without quality defects.

parts. The Aurora Product
Distribution Center supplied 26
(Lane 1) 336Ds.

In total, counting both new and
rental machines, 51 336s and 53
345s were delivered to U.S.
Pipeline by September 1. PLM
Cat, realizing the potential benefit
of stocking 345 excavators with
removable counterweights,
ordered six additional machines
for its inventory.

The Aurora campus took
seriously to the challenge of
building and delivering the
excavators knowing the customer
had considered competitors.

“We have to make a good
impression so our customers
come back,” said Keith Gubala,
team lead at Aurora. “It's
important we deliver a quality
machine every time, on time. If |
wanted a car and didn’t get it on
time, | wouldn't buy it. The same
goes for our customers. We have
to keep our promise.

“This is a great accom-
plishment considering we just
installed a new assembly line
and manpower is down. We
pushed the order on time and
delivered quality machines that
will show Caterpillar's worth in
the field. It also shows our

Sustainability in Action
on the lllinois River

Katie McGurn was one of the more than 50 intrepid Caterpillar
volunteers who ventured out along the lllinois River recently to
tackle the daunting challenge of cleaning up a small stretch of
riverbank and flood plain.

Teaming with Living Lands & Waters (LL&W), the volunteers
spent a cool Saturday morning scouring a river inlet near Creve
Coeur, lIl., where there was more trash than met the eye. Hidden
beneath brush, downed trees, and mixed in with weeds were two
boatloads of garbage.

From Holt to Caterpillar

A Century of Production in East Peoria

By Jim Angell

East Peoria and the world has seen a lot of
change over the last 100 years, but the one
constant that has remained since February 16,
1910, has been the production of tractors with
tracks at a manufacturing plant along the banks of

the lllinois River.

No one knew at the time, that this early
subsidiary of The Holt Manufacturing Company
called the “Holt Caterpillar Company”—comprising
one large, L-shaped building housing all production
and assembly operations with a separate
foundry—would eventually grow into a global
enterprise called “Caterpillar Inc.”

“So much has happened at East Peoria first
before it moved elsewhere,” said Nikki Thaxton,
Caterpillar's corporate archivist. “Without the East
Peoria plant and its history, we wouldn't be the
company we are today.”

According to Thaxton, East Peoria has been
the birthplace for a litany of products that has
made Caterpillar synonymous with product
diversification. Besides the numerous track-type
tractor innovations including the elevated sprocket
and the new hybrid D7E, the East Peoria
operations have rolled out the company’s first
motor graders, pipelayers, wheeled tractors, and
produced the first diesel engines for Cat machines
and other manufacturers of mobile equipment.

More on page 7

East Peoria, March 1910.



JIM OWENS,

CHAIRMAN AND CEO

2010: A Milestone Year on Our Journey to Vision 2020

Happy New Year, Team Caterpillar!
2010 is just getting underway and
we're already laser-focused on
achieving our targets for the year.
When we introduced our Enterprise
Strategy in 2005, we set very specific
goals for 2010—giving us five years
to make breakthrough improvements
in People, Performance and
Profitable Growth and put us on
the path from good to great.

We knew our 2010 strategic goals
were bold and aggressive, and that it
would take spectacular performance
to achieve all of them. But we
decided to aim high to help us shape
the type of company we wanted to
be—an admired global leader.

Take safety for example. Our goal
is to be one of the best global
companies for industrial safety in
any industry. That's a bold goal—one
that seemed almost impossible in
2005. But now, four years later, it's
entirely within reach because of the
tireless focus and commitment from
each of you.

Since 2003, we've effectively
reduced the injury rate by more than
90 percent. In 2008, 106 facilities
achieved Caterpillar’s vision of ZERO
recordable injuries. That improvement
means 6,000 fewer people were

injured in 2008 than we would have
experienced with past practices.

But our work is not done. Every
injury is avoidable and unacceptable—
whether in, on or around our
products, or at our facilities. We
executed on this goal by first
targeting employee, product and
customer safety. Last year, we
extended our safety efforts to include
contractors who work on Caterpillar
property with the introduction of the
Contractor Safety Management
Program. This is an area of great
concern for me because everyone
who steps onto Caterpillar property
should act safely at all times—for his
or her own sake and for the safety of
those they are working around.

Your safety efforts to date align well
with our strategic goals of fostering
continuous improvement. \We should
celebrate our successes and build on
them—continuing to look for ways to
get even better. That's the value of a
bold goal. It gives us a challenge. It
encourages us to be creative, and
ultimately, it makes us better.

We've seen similar progress on
many other key goals. The Caterpillar
Production System is bringing needed
discipline to our processes, and is
already being used to manage our

inventory, improve factory and supply
chain efficiency, and make significant
improvements to our quality. Our
Lane Strategy for shipping product

is gaining traction and this year we
should achieve our committed ship
date goals and fully meet dealer and
customer expectations for

product availability.

Tier 4 diesel engine emissions
regulations for off-highway go into
effectin 2011, and in preparation,
Team Caterpillar has undertaken the
largest new product introduction
initiative in the history of the company.
2010 is a critical year in this effort, as
we work to meet our commitments to
deliver Tier 4 products on time, on
cost and with the quality and reliability
our customers expect and deserve.
The key to winning in Tier 4 is our
ability to execute our product
development and manufacturing
activities flawlessly. We have a solid
strategy, the right tools, processes
and people to get the job done. I'm
confident that Team Caterpillar will
win the Tier 4 challenge.

The 2010 bold goals that we staked
out have been frequently described
as the “first set of hills” we need to
take in our good to great journey. Yes,
the economic crisis impacts our

financial goals so we have to adjust
those to “trough” performance, but
that shouldn't stop us. In fact many of
the lessons we learned during the
trough, such as cost control, can help
us achieve our future goals if we
maintain that focus and discipline
going forward.

Every nonfinancial goal is still in our
control, and we must continue to
make real progress on these because
they are foundational.

Just look at our 2009 engagement
results. They are very encouraging!
Despite an extremely difficult year,
your engagement increased. Thank
you for your commitment, work effort
and loyalty throughout the year. Qur
progress on this goal goes to show
what an amazing and resilient team
you are, and how with the right
people, anything is possible.

| look forward to a challenging and
rewarding 2010. Thanks for your
ongoing efforts to make Caterpillar
the admired global leader we all
aspire it to be.
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Jim Owens
Chairman and CEO

Our Strategy In Progress
Power Up — Leading a Disciplined Exit out of Trough

Staff Report

As the marketplace looks
forward to global economic
recovery, Team Caterpillar is
powering up to maintain market

Project Power Up is allowing
the company to learn from past
performance during previous
economic upturns and improve
performance this time. In the

Production System (CPS)

and scheduling, stabilize

production schedules, create
flow and improve supply chain

principles to improve ordering
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leadership while ensuring
profitable growth.

When the global economy
collapsed in late 2008, business
units across the enterprise
implemented trough plans.
Reinforcing these plans, the
executive office sponsored
Project Stay Strong to manage
costs and enable Caterpillar to

remain profitable in the downturn.

Now, with the economy
showing signs of recovery, and
as an extension of Stay Strong,
Caterpillar has launched Project
Power Up. Project Power Up
uses 6 Sigma DMAIC
methodology to provide discipline
and focused execution during the
economic upturn to exit the
trough stronger in market
leadership, operational
excellence and profitability as
well as address past challenges
to avoid repeating them.
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previous upturn in 2003 and 2004,
there was no proactive planning
process in place; facilities
committed to shipping more
product than they could actually
build; supply chain processes
were weak; product quality and
customer delivery were poor and
there was no manpower plan in
place. All of these issues added
up to Caterpillar failing to deliver
strong profit despite being the
market leader. Caterpillar must do
better this time.

“The company must maintain an
intense focus on the customer in the
upturn to deliver on its promises....”

performance,” said Gerard
Vittecoq, Caterpillar group
president and executive sponsor
of Power Up. "The company must
maintain an intense focus on the
customer in the upturn to deliver
on its promises, including a
committed ship date performance
target of 98 percent.”

In addition, Caterpillar’s

producer in the upturn would be
a huge competitive advantage
for Caterpillar.

Project teams have launched a
number of 6 Sigma projects as
part of Power Up focused on key
areas of demand management
and sales and operations
planning; supplier,

financial performance
must also deliver
shareholder
expectations by

- Gerard Vittecoq, Caterpillar Group President

“To ensure product availability
and maximize market share when
demand picks up, Project Power
Up focuses on key Caterpillar
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readiness; and other

support actions including

economic and financial
triggers and manpower
plans. All of these
projects support Project
Power Up's top objectives
of focusing on the customer,
driving operational excellence
and delivering shareholder
expectations.
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Power Up’s top objectives?
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“CPS plays a key role in Power
Up by providing the recipe for
operational excellence,” said Jim
Waters, Caterpillar vice president
with responsibility for the
Production Center of Excellence
and CPS. “Simplifying processes
to increase efficiency will Make
Value Flow throughout the
extended value chain and help
Caterpillar deliver high-quality
products with zero defects, which
is exactly what we need to do in
the upturn.”

According to Waters, if all
Caterpillar manufacturing
facilities achieve the enterprise
score goal of 60 on the CPS
Assessment for 2010, 95 percent
of the objectives of Project Power
Up will be met. 6 Sigma projects
have been launched to address
any remaining strategic gaps.

CATERPILLAR’

An equal opportunity employer
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USS New York Enters Fleet

Cat Gen Sets Powering Latest Navy Ship & Ship Class

By Jim Angell

The U.S. Navy's newest amphibious transport
dock ship, the USS New York (LPD 21), with her
bow forged from 7.5 metric tons of salvaged
steel from the World Trade Center buildings, was
commissioned in ceremonies, November 7.
Electrical power for the latest addition to the
United States’ fleet is provided by five Cat 3608

gen set packages.

The gen sets are part of an order being
fulfilled by the Lafayette, Ind., engine facility for
the Navy's new San Antonio-class warships.
The New York is the fifth in the series of 12
warships planned. Each gen set takes
approximately 16 weeks to process once the
block casting comes from the Mapleton, III.,
foundry; including any special modifications

according to Navy specifications.
The shock-tested Cat gen sets

provide all on-board electric power,

except for propulsion.

SHIP DETAILS
¢ Built by Northrop Grumman

* Motto: “Strength forged through sacrifice.

Never forget.”

* Ship type: An amphibious transport dock ship
¢ Overall length: 684 feet (208 meters)

¢ Beam: 105 feet (31.9 meters)

¢ Displacement: 24,900 LT (25,300 metric tons)

* Speed: 22+ knots

Explosive shock testing is done for the Navy

these ships.

to make sure the engines can withstand naval
combat conditions.

According to Richard Hoffman, marine
program manager in Caterpillar's Governmental
and Defense Products Division, the Navy and
the shipyard are especially happy with the
attention they received from Caterpillar on

“We're doing enough business with the Navy
in support of the LPDs and the National Security
Cutters for the Coast Guard to be able to place
an engineer on site in Mississippi,” said
Hoffman. “We've had an engineer down there
for about two years now, and it’s really helped
our relations with the shipyard.”

The primary mission of the New York and its

i sister ships is to transport, deploy and support
' combat and support elements of the U.S. Marine

e

Corps expeditionary units.

S .

* Troop capacity: 800

¢ Navy sailors: 360
¢ Amphibious payload: Air cushion (hovercraft)

or conventional landing craft; expeditionary

fight vehicles, and other watercraft
e Aviation payload: transport and attack

helicopters, vertical take off and landing

MV22 Ospreys

A “Remote” Solution: Cat Powering Ol
Operations in Libyan Desert

Staff Report

Harouge Qil Operations, with
offices in Tripoli and Benghazi,
Libya, recently approached its
local Cat dealer, Meditrac, with a
custom power package request to
support its production operations
in the Amal oil field.

Harouge operates as a joint
venture for Libyan’s National Qil
Corporation and Petro-Canada,
and is in charge of working four
oil fields. The Amal Field is
Harouge's largest oil field that
includes eight different reservoirs
and is responsible for around
400,000,000 barrels of oil per year,
equivalent to around one third of
the national production.

“Management at Harouge QOil
Operations approached Cat dealer
Meditrac Libya for a customized
power solution to provide electric
power for a down hole pump
located in Amal Field,” explained
Lyle Kemper, senior project
engineer for Caterpillar’s Global
Petroleum Division. “As the Global

Petroleum Division of Caterpillar,
our main priority is to support Cat
dealers all around the world by
building and providing the best and
most complete petroleum power
solutions for customers.”
According to Kemper, Harouge
requested a customized enclosure
for operation in a higher-
temperature environment.
“Environment was a
key factor for this 1
application. Due to the
extreme temperatures
and blowing sand, this
solution required a
customized container,
specialized radiator
and generator,” said
Kemper. “Responding
to the customer’s needs,
Caterpillar Global Petroleum
and Meditrac provided Harouge
with a purpose-built Cat 3508
generator set with a customized
desert enclosure appropriate
for the high-temperature
petroleum environment.”

A Customized Power Solution
Harouge's customized power
solution for the Amal Field consists
of a standard Cat Petroleum 3508

generator set, a digital voltage
regulator, a custom control panel,
a skid-mounted desert enclosure
with crane lifting points, sand-trap
louvers, collapsible hood air intake
system, switchgear, exhaust
system with heat insulation,
hospital-grade muffler
mounted on the roof, fire
detection and suppression
system and access doors for
equipment and personnel.
The most customized part
of this solution, according to
Kemper, is the sand
enclosure that's built to
withstand flying sand. The
enclosure is equipped with
collapsible and motorized sand
louvers that can be electronically
opened and closed to keep sand
out. These louvers filter air and
sand, trapping the sand before it
reaches the generator set.
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Speaking Their Language:
Cat Interpreters Helping Customers
Understand Cat Better

By Jim Angell

Caterpillar's facilities have
always been great venues for
showing off “big yellow”
products to customers from
around the globe. To
accommodate the variety of
languages and provide the best
possible Caterpillar experience,
Caterpillar's Corporate Customer
Service group has launched the
Dealer Customer Interpreter
(DCI) program.

The Corporate Customer
Service group, working with
Caterpillar's Employee Affinity
Groups (EAG), is bridging
communication and cultural
gaps with customers by training
bilingual employees to be
interpreters for factory tours.

“If this message can be
given in a customer’s native
language, it may produce a
higher, more positive
impact on current or future

initiative to engage our dealers
and customers,” said Will Ball,
Social Responsibility Initiatives
manager in Corporate Public
Affairs. “Today, diversity is a
significant factor impacting the
global competitiveness of U.S.-
based multinationals. The DCI
program demonstrates the
significant strength a diverse
workforce brings to a global
company like Caterpillar.”

To qualify for the training, an
employee must fluently speak
another language, be a member of
an affinity group, and receive
manager approval to provide this
service away from their normal
work duties. Currently, more than
25 people from 10 countries
representing five languages—

purchasing decisions.

= Antonio Banegas, Interpreter Programn Manager
and a Dealer/Customer Representative

The interpreters reinforce/
support the current dealer/
customer representatives who
manage customers’ stays in
Peoria.

“Corporate Customer Services
(CCS) provides sales-oriented and
marketing-driven tour experiences
that help reassure and convince
existing or potential customers
why Caterpillar is the leader in the
world,” explained Antonio
Banegas, interpreter program
manager and a dealer/customer
representative. “If this message
can be given in a customer’s
native language, it may produce a
higher, more positive impact on
current or future purchasing
decisions.”

Launched last October, the
program teaches candidates
about the history of Caterpillar, the
facilities being visited, and the
products that are made in the
region. Currently, the program is
focused on the track-type tractor’s
Building SS, Mossville's engine
facility Building BB and the
Mapleton foundry.

“Employees in the DCI program
are pioneers embarking on a new

Mandarin Chinese, Portuguese,
Spanish, German and Tamil—are
now active on tours and training
never stops as more people sign
on to be a DCI.

According to one new
interpreter, the program is
definitely worth it.

“The program provides us a
wonderful opportunity to help our
company's global business,” said
Weixuan (Sean) Yang, Ph.D., of the
Analysis and Materials Solutions,
Machine Design Center in the
Electronics & Machine Systems
Division. “As interpreters, we can
interact with customers more
effectively to introduce our
products and understand their
needs. It's also very good for us to
gain product and process
knowledge and to enhance our
communication skills.”

The program is in need of
interpreters to cover languages
from Europe, the Common Wealth
of Independent States and the
Middle East. Employees wishing
to help should contact Banegas
via e-mail at: Banegas_
Antonio_S@cat.com.
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SECRET OF THEIR SUCCESS:
A COMMITMENT TO PEOPLE

Staff Report

Like other Caterpillar divisions and
businesses, 2009 was a tough year for
Caterpillar Brasil Ltd. (CBL)—both financially
and emotionally. But even after dismissing or
laying off 2,000 workers, the company still
remained an industrial jewel in Brazil as voted
on by its employees in two nation-wide surveys
naming CBL as the “Best Company to Work For
in Brazil.”

But just how was
CBL able to achieve
such an eminent
result in this
economic
environment? The
answer lies in the
way CBL has treated
its employees over
the years and the
continuing efforts it makes to keep the
workforce motivated and committed to the
success of the company.

“This achievement represents, without doubt,
the crowning achievement in our excellence of
a business strategy that goes by the name of
Novo Tempo (New Era),” said Suely Agostinho,
director of Human Resources and Corporate
Affairs. “With the catch phrase of ‘Think
Entrepreneurially for Growth,” we instill an
attitude in our employees, and create a healthy
environment conducive to participation where
people achieve satisfaction and fulfillment akin
to the being in a second home.”

CBL President Calil (center) meeting employees
on the shop floor.

Engagement,

First Caterpillar Office in Sdo Paulo

Agostinho pointed out that through a
consistent process of managing human
resources, leaders who are fully committed, and
the application of values has created an
atmosphere of recognizing the value of people
that has transformed CBL into the best place to
work in Brazil.

COMMUNICATION IS KING

Fundamental to this PEOPLE strategy of
creating a great family, CBL believes that
communication is the key to getting everything
going in the right
direction.

Through
communication,
the workforce
assumes
responsibility for
the sustainability
of the company's
strategy. In each
year's employee
opinion survey, results are routinely in the 98th
percentile for the understanding employees
have in the role they play in Caterpillar’s
success and in their willingness to put in the
extra effort to go beyond the norm to help their
work groups succeed.

At Caterpillar Brasil, there are 17 ways
messages are disseminated. Each method is
evaluated on an annual basis, and if any are
found to be not working, they are replaced. To
make communication 100 percent transparent,
the company has at its disposal printed material,
electronic messaging and other multimedia,
which are interactive and designed to stimulate
dialogue between employees and leaders.

THE NUTS & BOLTS OF EMPLOYEE ENGAGEMENT

Employees in Caterpillar Brasil Ltd. (CBL) feel nothing is impossible.
The desire to overcome challenges and beat records they have
previously set is a trademark of CBL's corporate culture and fosters the
entrepreneurial spirit in its employees.

“QOur strategy is oriented to develop what we call ‘The Next Wave of
said Luiz Carlos Calil, president of CBL. “That means we
will enable the entrepreneurial spirit in each CBL employee through
developing in them a deep comprehension about the importance of
delighting customers and shareholders. The format assures a robust
methodology bringing integration, interaction and motivating people
towards continuous improvement.”

CBLs reflex reaction is always to respond positively to targets set at
both the corporate and local levels. CBL recognizes and celebrates
achievements in a variety of ways. Here are a few of the methods:

* “Family Day” event for 11,000 people celebrating 55 years in Brazil

and “Best Place to Work for” award.

* “Bola da Vez" or “What's New" employee produced video program
that equally acknowledges the value of work whether done by a
supervisor or a machine painter. Broadcasts are not subject to any
filtering. One of the best ways CBL has found to reach the younger

generation with its informal appeal.

ru

Sao Paulo factory builds first machine

Caterpillar Brasil Ltd. has been part of the Caterpillar family since 1954, but few people
outside of South America know that Caterpillar's effort there is one of the company’'s most
vibrant and engaging operations in the world.

“The communications link between the
worker and the company is famous for capturing
every detail to do with CBL,” said CPS
Deployment Specialist Pedro F. Pérez. “But what
really surprises me is the speed with which
communications flow, there is a multitude of
channels that CBL uses for every level in the
organization, all well connected with a
consistent and continuous message.”

According to Pérez, the quality of CBLs
in-house media has nothing to learn from
outside professional services.

Another integral part of communications
depends on leadership.

“Leaders are considered a strategic part of
the communication process at Caterpillar
Brasil,” said Antonio Carlos Bonassi,
Governmental Affairs manager. “All notifications
and strategic actions are shared first with group
leaders via the ‘Leaders’ Forum’ and next in the
bulletin called ‘Something More." It's only after
imparting news through these channels that
information is made available to the other
communication tools.”

Bonassi explained that this
form of communication “en
masse” ensures leaders are
fully prepared to address any
doubts and questions that
arise when employees receive
information.

With the onset of the world's
financial crisis, the company has looked to its
communication channels to share facts and
explain the actions that were necessary to
adjust to the economic crisis. CBL President
Luiz Carlos Calil plays a special part speaking
with employees every day and participating in

early morning meetings. Leaders were entrusted
with the mission of dealing with queries and
updates on the situation.

FEEDBACK FOR PROGRESS

To enlist the support of the workforce, CBL
welcomes employees’ opinions, discussions
about their work, and any suggestions and
criticisms. Calil holds meetings—usually over
coffee—each month with employees to receive
feedback and discuss matters directly.

Employees have also become prevalent users
of the Caterpillar Production System (CPS)
suggestion cards for recommendations and
complaints. More than
50,000 improvement
ideas designed to
reduce costs, optimize
processes and
increase safety were
submitted in 2009.

Mechanic Robson
Gustavo de Aradjo,

““Since my arrival at CBL, I have
been noticing that there is
something different here....”

— Pedro F. Pérez, CPS Deployment Specialist

one user of the cards, was intrigued by marks
obscuring identifying labels of electrical
accumulators shipped from the United States to
Brazil. Without knowing the numbers, there is no
way to certify the part. So, Aratjo submitted an
idea of having the labels printed in the factory in

* A learning atmosphere and professional growth and development
of employees. Employees in CBL average 9.2 years in service IT62H
time—the highest in Brazil's industrial sector. Employee motivation
is the certainty of being able to enjoy ongoing and exponential
accumulation of knowledge and competence in an environment
that nurtures employee growth.

 Safety matters. Great consideration is also given to preventing
accidents that focuses more on safe practices than on the accident
itself. This approach is based on the partnership system whereby
everyone can help their colleagues and keep a watchful eye on
each other. This includes special training for leaders to observe
employees carrying out their duties and obtain from them ideas on
how to improve safety.

While CBL continues to record stellar engagement numbers
through these and other methods, Calil feels there’s still work to do
and is very necessary.

“I believe we are not there yet, but we're on the right path for the
next wave of engagement and that means happy people feeling the
entrepreneurial spirit,” said Calil. “It's the only alternative for any
business to be strongly competitive in the next decade.”

CATERPILLAR IN BRAZIL

* Caterpillar Brasil Ltd.

* Caterpillar Brasil Services Ltd.
* Cat Logistics

* Cat Power Systems

* Brasilia Office

* Cat Financial

* Solar Turbines

* Perkins

* MGE (Progress Rail)

Soiren
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empreender para evoluir

* Motor Graders — 12M/K, 120M/K,
140M/K, 160M/K

* Backhoe Loaders — 414IL, 416E
* Track-Type Tractors — D6N, D6T, D8R, D8T

¢ Hydraulic Excavators —
320D/, 320D FM, 320D FM
RR, 323DL, 336DL

* Compactor — CS423E/
Asphalt, CS/CP533E

* Underground Loaders — R1600G
* Generator Sets — 36 to 750 kVA

* Work Tools — 15 different tools
ranging from log forks to
grapples and shears

CBL President Luiz C. calj)

Piracicaba. Using a special color printer
and more resistant material, the idea has
saved $42,000.

Having a company where employees are
passionate about what they do, even during
times of difficulty, is a point of honor at
Caterpillar Brasil. The vast majority of
employees has a clear, systemic view of
the corporation and are highly committed
and allied to the destinies of CBL and its
parent corporation.

A SECOND HOME

This unique style of people management,
allied to a culture based on
solid values engendered a
very special feeling in the
employees for their company—
tremendous pride. With this
feeling as a cornerstone,
Caterpillar Brasil strives to be
a second home for its
employees, as it is an
excellent place to work,
where values are put into practice, duties are
carried out with passion with great regard for
safety, high quality, rapidity and efficiency in an
entrepreneurial spirit that more than satisfies
clients, and exceeds stakeholders’ expectations
to the benefit of everybody involved.

“As human beings, we have the need to
belong. Since my arrival at CBL, | have been
noticing that there is something different here,
something that is taking place quietly and
imperceptibly but continuously,” explained Pérez.

MADE IN BRAZIL

¢ Wheel Loaders — 924H, 924HZ,
938H, 950H, 962H, 966H, IT38H &

“Forecasts vary,
but sometime
in the decade,
after 2014,
Brazil is likely
to become the
world’s fifth-
largest economy,
overtaking Britain
and France. By 2025, Sao Paulo will
be its fifth-wealthiest city, according
to PwC, a consultancy.”

‘ * Portugal discovered
Brazil on April 22, 1500

* September 7, 1822, the country declared its
independence from Portugal

* Population — 191 million (world’s 5th largest)

* Size (area) — 2 million acres (43% of Latin
America’s Territory)

e World rank in size — 5th largest

* Contains 20 percent of the earth’s biodiversity

* Home to the Amazon river system and rain
forest (world's largest)

* Government — Federation of 26 states + 1
Federal District

e Capital City — Brasilia

e Language — Portuguese

—The Economist, November 12, 2009

First machine production in
Piracicaba — 225 Hydraulic Excavator

GET TO KNOW BRAZIL

* Gross Domestic Product — $1.61 trillion (U.S.)

¢ Per capita income —
e, gl
$8,200 (U.S.) . & l

¢ World economic
rank — 10th

* Major crops/
commodities —
World's No. 1
producer of beef,

sugar cane, coffee, and orange juice; No. 2

(&

L

producer of soybeans.
* World's leader in producing
ethanol from sugar cane

¢ Country’s symbols — Samba,
Carnival, and Soccer ‘

2005

“50 years + Beyond”
Landed cost focus,
CPS introduced,
record shipments

2009

“Novo Tempo™

{‘h: %‘? (New Era)— Excellence
TEMPO in execution,

empreendsr para evolur entrepreneurship /
“owner feeling”

Consolidation in Piracicaba



Retirees

Ponnan Ar

QsID
22 years

Chandrasekaran
asip

32 years

=T

Kenny Goins
LPSD

i

Krishnan Gopal
QsID
32 years

THANK YOU FOR YOUR CONTRIBUTIONS.
ENJOY YOUR RETIREMENT.

John Cowles Chrlie Garrett

Reman-UK LPSD
40 years 36 years

CONGRATULATIONS ON ACHIEVING A MAJOR CAREER MILESTONE

Linda Allen
LPSD
35years

Jerry Hambrick Bill Jones
LPSD LPSD
35 years 45 years

Jack Caldwell

35years

Service Pins

Chris Arnold
PCOE
35 years

Terrie Carton
PD COE
35years

1] N
Kenney Attkisson
Cat Logistics
40 years

GF&SSD
40 years

Andy Bachmann

Paul Clegg

Global Purchasing
25 years

30 years

Steve Kurtenbach
LPSD-PON
30 years

Alf Lusher
AOD-EP
36 years

Vadiveluani

Michael McCann
Cat Logistics asip
43 years 25 years

Jim Duley
CCcD
40 years

Marv Ehnle
LPSD
35 years

Roy England
AOD-EP
35 years

Randy Moss
LPSD-PON
30 years

by

Garry Patton
LPSD
36 years

Dan Pedreyra

Robert Pfeiffer
Cat Logistics AOD-EP
43 years

43 years

Steve Gibson
Global Purchasing
30 years

Gary Girardi
AOD-EP
35 years

Dave Glavash
AOD-EP
35 years

Natesan Rathinam
asip
25 years

Natesan Rengaraj

asip
31 years

Connie Self

Bangaru Sivamani
TBU asip
35years

James Hazel
PCOE
35years

Gary Heinz
AOD-EP
35 years

Gary Helm
Cat Logistics
45 years

Ahamed Syed
asIp
31 years

Roxy Wolland
TBU
32 years

31 years

Adv Wurow Kenneth Wright
Cat Logistics LPSD
43 years 30 years

Supporting Students’
College Education in a
Small Community

By Rachel Proper
Years ago, while working for the lllinois and Missouri

Lotteries, Tony Simmons, a Project Development Consultant in

the Marketing & Product Support Center of Excellence (COE),

thought to himself, “What would | do if

| won the lotto?”

Simmons came up with an answer
that took him back to his roots. He
wanted to make a positive difference in
a small community like the one
Simmons grew up in where everyone
was close and supportive. Some
people believe continuous education is
not emphasized as much in smaller
communities. Simmons wanted to make
sure students in his home town of
Canton, Ill., knew they were supported
and encouraged to pursue a post-

Tony Simmons
shakes hands with
the 2008 Little Giant
Scholarship recipient
Krista Weaver.

secondary education. His idea was to
establish a scholarship fund for seniors at Canton High School.
After talking with a close friend, Simmons realized he didn't
need millions of dollars to start a scholarship fund and make a
difference in students’ lives. Simmons talked with community-
oriented friends and the Community Foundation of Central
lllinois to determine a structure, vision, and plan for the Little
Giant Scholarship Fund (formerly known as Canton Opportunity
Scholarship Fund).
It was decided that the goal of the Little Giant Scholarship
Fund would be to award one worthy Canton High School senior
who intends to pursue a post-secondary education at a
college, university, junior college or trade organization with a
$1,000 scholarship every school year. As the fund grows, the
goal is to have enough money to award a student with a full-

ride scholarship.

Terry Kuhns
AOD-EP
35 years

Jerry Maynard
LPSD-PON
30 years

LPSD
35 years

Greg Larson

AOD-EP
35 years

Pat McGee
LPSD-PON
35 years

Cecil Lasswell
LPSD
40 years

Dale Messmore
PD COE
35 years

William Crisp
Global Purchasing
30 years

Dennis Engle
LPSD
35 years

Ed Goodrich
FPD
25 years

ol

Steve Hezlep
AOD-EP
35 years

Ken Leasure
LPSD
35 years

Gerard Moehn

Global Purchasing

25 years

st

Bill Becker
AOD-EP
35 years

James David
EMSD
35years

Terry Fischer
ASD-EP
40 years

] Thomas Griffin
LPSD
40 years

ey

Bill Hiatt
AOD-EP
35 years

Lyle Block Steve Bryant
Global Purchasing AOD-EP
35 years

35 years

Steve Burr
PD COE
35years

Frank Dial

Ken Dix
LPSD-PON Global Purchasing
35years 35years

Dennis Drum
AOD-EP
30 years

L9

Ed Flesburg Carol Ford
Global Purchasing LPSD
55 years 35 years

Eldon Gerdes
LPSD-PON
30 years

Ron Harris
LPSD LPSD
35years

35years

Jim Hawks
M&PS COE
35years

Brian Holland Jimmy and
AOD-EP CCD-Franklin
35years 30 years

Greg Janssen
Cat Logistics
35years

R. Scott Lee
PCOE
35years

Connie Nabors
GIS
30 years

Leo Plomin
Global Purchasing
35 years

Dennis Raines
LPSD
45 years

Gary Rinaldi
Cat Logistics
35 years

Ed Romonosky
LPSD-PON
35 years

Jim Scime
Cat Logistics
35years

Esther Steele

Global Purchasing

30 years

Gary Shane
PCOE
35 years

N, O
Larry Shane
PCOE
35 years

Jim Sharpe
AOD-EP
35 years

Tony Sherlock

35 years

.

Leon Little Ed Madtson Dale Maley
LPSD LPSD LPSD-PON
40 years 40 years 30 years

Dale Noel Brian 0'Neil
Global Purchasing FPD
35years 30 years

Mike Samp

William Scheidegger
GIS GIS
30 years 30 years

Kevin Oliver
M&PS COE
35years

Rahn Schramm
LPSD-PON
35 years

JamesSuthard

John Skeels
Global Purchasing CCD-Franklin
40 years 30 years

Paul Stiles
PCOE
35 years

Frank Thurston
AOD-EP
35 years

Bob Toniny
AOD-EP
35 years

The 2005-2006 school year was the first year that
scholarships were awarded. The Canton community has been
engaged in helping raise more than $30,000 in the last four
years for the scholarship fund. Organizations, businesses and

individuals support the fund by making donations or sponsoring

fundraisers. Five fundraisers, including a bowl-a-thon

Bob Whicker
LPSD-PON
35 years

Tony Wilson
Global Purchasing
25 years

Joel Stalter
Cat Logistics
25 years

sponsored by the local radio station, WBYS, have helped raise
money for the scholarship fund.
Simmons is proud of how far the scholarship fund has come.
He finds it rewarding to make a positive impact on good,
community-involved students who need the financial support to
further their education.
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Continued from page 1

From Holt to

But if it hadn't been for a letter
from Pliny Holt—nephew of
Benjamin Holt (founder of The
Holt Manufacturing Company in
Stockton, Calif., and inventor of
the track-type tractor}—back to
the Stockton headquarters on
July 1, 1909, history may have
turned out a little different.

According to Caterpillar
archival research, Pliny’s letter
was a report on the bankrupt
Colean Manufacturing Company
plant. Enthusiastically, he told his
brother, Ben C. Holt, and other
Holt officials that the two-year-
old facility was near perfect with
“good lights, electric traveling
trains,” automatic machinery and
was “one of the best arranged
plants” that he had ever seen.

Caterpillar

Then on October 25, the Peoria
County Circuit Court approved the
foreclosure sale of the bankrupt
Colean Manufacturing Company.

Today, this date to many people
in and around central lllinois is
taken as the start of “Caterpillar”
in East Peoria, but legal and
actual production was still months
away. This date only marks a legal
stepping stone signifying that
the parties involved in Peoria
County had no objections to the
ongoing negotiations and that
there were no outstanding legal
claims existing at that time that
would prevent the eventual sale
of the plant or plant property
title transfer.

“In the past, Caterpillar has
recognized October 25th as the

“We only have one chance to celebrate
the 100th anniversary of operations in

East Peoria.”

—Nikki Thaxton, Caterpillar’s Corporate Archivist

The Holts approved the start of
negotiations on July 5. Months of
negotiations ensued, but the talks
didn't exactly go smoothly and
were almost cut off.

A clipping from Pliny’s
correspondence collection
referred to the company’s
hesitation in early October as
other parties involved began
changing the terms of the sale
that had been negotiated. But in
the October 13 editions of
Stockton’s morning newspapers,
it was reported that the Stockton
firm had all “intention” to
purchase the plant in East Peoria.

official date, but most of our
information on that date came
from second- or third-person
input. So, we took a fresh look at
the whole story,” Thaxton
explained. “As we found out
more from original documents
produced at that time, it made

us question the 25th.”

The research got a boost
several years ago from a small
unmarked wooden box found in
storage. As Thaxton unpacked its
contents, it became apparent that
some of the documents inside
were from the early days of Holt's
operations in East Peoria.

After conducting extensive
research in Peoria and Stockton,
Thaxton's findings from clippings,
sales literature, correspondence
and legal documentation pointed
to February 16, 1910, as the official
first day. “We were very careful
with what we have researched,”
said Thaxton. “We asked
Caterpillar's legal department to
review all of the newly discovered
evidence and they independently
confirmed the February -
anniversary date.”

Finalizing historical truth based
on solid research and new

- W -

This is tractor #200 — the first Caterpillar tractor built at the East Peoria
plant (seen in the background on the left).

historical finds is what historians
dream about.

“No one knew we had this
material. It's fun to find facts no
one has found before and topics
like this are really unique,” said
Thaxton, smiling. “We only have
one chance to celebrate the 100th
anniversary of operations in East
Peoria. So, it's exciting to be
getting more of the story out there
about our history.”

The East Peoria facility is the
first Caterpillar facility to reach
100 years. The next time a
company facility will celebrate a

100-year milestone will be
in 2051—that will be the
Joliet facility.

For more information on the
early days in East Peoria and
more interesting facts about

CWT Connects the Dots for Customer Growth

Staff Report

Finding solutions for customers is what
sets Caterpillar apart from the
competition. Consider Carri Scharf
Trucking, a Peoria, lll., based trade partner
of Cat World Trade (CWT). In addition to
trucking, Scharf also operates a port near
Mabpleton, Ill., on the lllinois River, where
they use Cat wheel loaders, excavators
and skid steers to unload barges.

In October of 2008, Carri Scharf came to

CWT looking for new sources of road
de-icing salt for one of their customers. If
Scharf could find a new source, the
customer was willing to contract with
them for barge unloading.

Scharf put CWT in contact with their
customer, SNI Solutions of Geneseo, lll.,
who has contracts with several area
municipalities. With the salt shortage last
year, they were looking to fill their

contracts. Through Caterpillar's contacts,
CWT was able to source salt for SNI,
which in turn employed Carri Scharf to
transport it.

“It's about people helping people, and
Cat World Trade is the best at that,” said
Mark Tremper, manager of sales and
development for Carri Scharf. “Without
them, we would have lost out on
opportunities to use our rail yard and river
dock and it would have affected our
aggregate and truck divisions. We are
grateful because Cat World Trade has
opened more doors for us and continues
to call us with new opportunities.”

Being based in Geneseo, SNl is a long-
time John Deere and Case customer, but
because CWT was able to facilitate this
new relationship, SNI is now a CWT
trading partner and they purchased their
first Cat machine in 2008 and then a Cat
track-type tractor in ‘09.

“Being in a bedroom community for
John Deere, we had purchased a lot of
Deere equipment in the past,” said Mike
Belovics, owner of SNI Solutions. “Based
on the value that Cat World Trade has
brought us, last October we terminated a

First public demonstration of an East Peoria-built Caterpillar tractor
(#202) at a farm in Morton, lll., August 1910. So successful, another
farmer hired the tractor to plow his field the next day.

Caterpillar’s history, active
Caterpillar employees can visit
the Corporate Archives Web site
at: https://hsd.cat.com/
CorporateArchives.

Deere purchase to patronize and be of
support to Caterpillar. Because of our
relationship with Cat World Trade, we do
whatever we can to push the
consideration of Cat equipment
throughout our sales territories.”

This year, CWT has made even more
connections and facilitated additional
sales. After CWT purchased salt from
Exportadora De Sal in Mexico, the
Mexican company purchased a D9 track-
type tractor. CWT then worked with
Caterpillar's Corporate Accounts group to
identify another company that could
transport the salt to Carri Scharf. Kinder
Morgan, a new Cat corporate account,
was identified and the salt was on a barge
to Carri Scharf and other ports.

“We connect the dots,” said Cat World
Trade’s Business Trade Manager Steve
Jackson. “We bring customers with
different commodities and services
together to help grow their businesses.
By connecting these customers they
purchase more machines. Ultimately Cat
World Trade strengthens relationships and
brand loyalty with our trade partners
and customers.”
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What Can Caterpillar Expect?

By Aili Tran

Without question, 2009 was a
defining year in Caterpillar's
history—one that ushered in an
enormous amount of change.
Unfortunately, while short-term
business conditions presented
challenges, external politics also
did little to help ease the
situation for an American-based
manufacturing company looking
to be globally competitive.

As the world faced an
economic recession,
governments around the world
implemented policies that greatly
impacted Caterpillar and its
customers. Most notably, World
Trade Organization negotiations
and free-trade agreements
between the United States and
Panama, Colombia and South
Korea remain stalled, as does
domestic transportation
spending authorization aimed at
keeping the infrastructure
industry working.

Here's a look at these and
other issues that Caterpillar is
working on to drive positive
change in 2010.

FREE TRADE

Since exporting the first
Caterpillar-style tractor in 1909,

Caterpillar's stance on this issue
has not changed. Free trade is
a powerful tool for economic
growth, as it enables global
markets to expand while
providing consumers with
more choices at lower prices.
Congressional approval of
agreements with Panama,
Colombia and South Korea are
critical to Caterpillar as it
competes for business in
these countries.

“Even though trade expansion
is not a priority in the current
political climate, we continue to
encourage policymakers to open
foreign markets and oppose
protectionism,” said Bill Lane,
manager, Government Affairs-
Trade. “After all, 95 percent of
our potential customers live
outside the United States. It only
make sense to have open
markets so we can reach them.”

CLIMATE CHANGE

The issue of climate change is
a complicated and an emotional
one. Caterpillar supports market-
driven efforts to control the
release of greenhouse gasses
(GHG), and is working with
lawmakers to craft legislation
without harming the
competitiveness of American

manufacturing companies.

“We strongly believe that to
be successful, climate change
control initiatives need to be
coordinated and agreed upon
internationally,” said Jason Lynn,
Government Affairs’
Washington-based issues
manager. “A successful climate
program must promote and
expand the use of existing
technologies, while incentivizing
the development of new
breakthrough technologies.

“Importantly, with roughly half
of our electricity currently
generated by coal, coal-fired
power must continue to play a
major role in U.S. power
generation. Any legislation that
calls for GHG reductions must
also encourage the development
and deployment of new
technologies that will ensure the
future viability of coal.”

TAX — INTERNATIONAL
TAX DEFERRAL

The United States levies the
second highest corporate tax
rate in the world. Caterpillar is
working to emphasize the
importance of a level tax playing
field for worldwide companies.
It continues to highlight the
detrimental impact of proposals

that would punish companies
for operating overseas facilities
in partnership with U.S.-based
facilities.

A competitive tax code that
encourages growth both
domestically and abroad is
critical to Caterpillar's
competitiveness and its ability to
serve customers globally.

TRANSPORTATION

The U.S. stimulus plan
approved in early 2009 provided
a short-term approach for
funding “shovel-ready”
infrastructure projects, but did
not address America’s long-term
infrastructure needs. Caterpillar
supports a multi-year
transportation-funding program
that will be critical to restoring
strength and confidence in the
U.S. construction industry.

“A multi-year transportation
bill will substantially increase
domestic spending, generating
more than $2.5 billion in new
construction equipment market
opportunities in each of its six
years of existence,” explains
Lynn. “With the serious
deficiencies in our nation’s
infrastructure, now is the time to
invest and put the construction
industry back to work.”

Market Watch: Caterpillar and the Dow Jones

14,000 in late 2007. The fact that the DJIA

By Jim Angell

It's been a rough year for stock markets
with the Dow Jones Industrial Average
(DJIA) dropping more than a third below the
10,000-point level early in 2009, before
rebounding over the second half of last year.
While the DJIA rose back above 10,000 in
October, it was 10 years earlier, in 1999, when
it first passed the 10,000-point milestone.

The DJIA is made up of 30 very large
companies, and over the 10 years since it first
passed the 10,000 mark one company’s stock
has out performed the rest—that company
was Caterpillar.

It was on March 29, 1999, that the DJIA hit
10,000 for the first time. According to
Caterpillar’s Investor Relations Manager,
Mike DeWalt, there's been significant change
in the market since then. Markets declined
during the recession at the beginning of this
decade and recovered to peak at over

hit 10,000 again is cause for reflection on
how Caterpillar has done as an investment
since the index first hit the 10,000 mark
back in 1999.

Caterpillar's stock price at that first
“10,000” was $23.63 and was $53.64 on the
October 9, 2009, when the DJIA took a 10,000
“snapshot” of its index. At that moment in
time, Caterpillar's stock had risen 127 percent
while the index overall was flat.

So what does this say about Caterpillar?
Fundamentally, it means Caterpillar's stock
has been a much better investment than any
other stock in the DJIA over the past 10
years, according to DeWalt. “We've returned
more to investors than any company in the
index over the past 10 years,” he said.

DeWalt explained that the recent rise in
the stock price reflects excellent

ron

deployment of Caterpillar's “economic

© January/February 2010 Caterpillar Inc.

trough” plans through this recession, and that
investors are beginning to look ahead to
economic recovery.

“Over the past 20 years, our stock price
has been discounted as a result of severe
losses in the early 1980s and it's taken two

of 2009, A View into 2010

GLOBAL OPPORTUNITY IN 2010

There were many missed
opportunities to create real and
lasting change in 2009. Looking
ahead into 2010, Caterpillar
hopes to change that by working
even harder to partner with the
Obama Administration to
demonstrate the importance of
Caterpillar's global business.
Caterpillar cannot afford to let
diversions stall global,
progressive change.

With mid-term U.S. elections
on the horizon and job loss still a
pressing issue globally, 2010 will
require an even sharper focus
on opportunities missed in 2009,
explains Governmental Affairs
Manager Clay Thompson.
“Caterpillar's stake is high and
we've set up strategic teams
around the world to ensure
our voice is heard in the
debate,” said Thompson.
“Working with our partners
around the world, we're
committed to ensuring the voice
of Caterpillar and our thousands
of employees worldwide is both
heard and understood.”

For up-to-date information
regarding Caterpillar’s
Governmental Affairs efforts,
visit www.bipac.net/cat.

goes back to the beginning of time...from a
stock market perspective,” said DeWalt.
“It's been in place for nearly a 100 years
and is a well known market indicator.”
According to DeWalt, the index is a
collection of companies that the Dow Jones

“We’ve returned more to investors than any
company in the index over the past 10 years.”

- Mike DeWalt , Caterpillar’s Investor Relations Mlanager

business cycles—2002 and this one—of
solid profitability to improve our standing
with investors,” said DeWalt. “Investors

still understand we serve cyclical industries,
but they're more confident in us now than

in the ‘90s.”

Then the DJIA is important, right?
“The usefulness of the DJIA index is that it

News Service uses to track the market.
“When the Dow goes up on a given day or
down on a day, it's essentially, collectively,
what happened to the share price of those
30 companies on that day,” said DeWalt.

Caterpillar has been a member on the

Dow since the early 1990s, when it replaced
International Harvester.

Printed in U.S.A.






