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1. a. Caterpillar Ownership of CSARL, chart prepared by the Permanent Subcommittee on
Investigations.  

b. CSARL Legal Structure, chart prepared by PricewaterhouseCoopers.  
c. Profit Split: CSARL’s Parts Profit versus Caterpillar’s Royalty Fee from CSARL, chart

prepared by the Permanent Subcommittee on Investigations.  
d. Caterpillar Offshore Replacement Parts Sales, chart prepared by the Permanent

Subcommittee on Investigations.  
 e. The Caterpillar 797, chart prepared by the Permanent Subcommittee on Investigations.

f. Caterpillar Replacement Parts, chart prepared by the Permanent Subcommittee on
Investigations.  

g. Caterpillar Organizations, Performing Key Functions Related to Parts, chart prepared
by the Permanent Subcommittee on Investigations. 

h. Corporate Income Tax as a Percent of Total Revenue, chart prepared by the Permanent
Subcommittee on Investigations. 

Documents Related to Caterpillar Transfer Pricing:

2. PricewaterhouseCoopers tax consulting and audit fees. [PSI-PWC-22-000001-003]

3. History of Significant Changes in International Operations (Not Inclusive of Financing
Arrangements) 1997-2002. [PSI-TWLF-02-000422-436]

4. a. Excerpts from Caterpillar Inc. Evaluation of Arm’s Length Pricing for Intercompany
Transactions, Year Ended December 31, 1994, Prepared by Price Waterhouse LLP,
Final Report, April 28, 1996.  (P&SS sells the requisite replacement parts to the
marketing company, which then sells to dealers, who in turn sell to the customer. ***
Cat Inc. has the largest role with regard to market and dealer development.... ***  The
dealer network and parts distribution are the two keys to after-sales service. ... Cat
Inc., as the designer of the system and owner of the Morton parts center, has the
greatest strategic role. *** All companies with marketing responsibilities are actively
involved in dealer administration.  These include Cat Inc. and the three principal
marketing companies. ).   [PwC_PSI_CAT_00008634, 672-674, 684-687, 698-699]
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b. Excerpts from Caterpillar Inc. Evaluation of Arm’s Length Pricing for Intercompany
Transactions, Year Ended December 31, 1995, Prepared by Price Waterhouse LLP,
Final Report, December 19, 1996  (Cat Inc. has the largest role  with regard to market
and dealer development.... ***  The dealer network and parts distribution are the two
keys to after-sales service.  Cat Inc., as the designer of the system and owner of the
Morton parts center, has the greatest strategic role. ***  All companies with marketing
responsibilities are actively involved in dealer administration.  These include Cat Inc.
and the three principal marketing companies. *** Prime Product Profit Centers –
Motivate to create machine populations with high degree of proprietary components
which have high parts margins; P&SS – Motivate to: Drive overall parts profit).
[PwC_PSI_CAT_00008881, 929-932, 958-959, 963]

c. Excerpts from Caterpillar Inc. Evaluation of Arm’s Length Pricing for Intercompany
Transactions, Year Ended December 31, 1996, Final Draft Report, Prepared by Price
Waterhouse LLP, January 26, 2998  (Cat Inc. has the largest role  with regard to
market and dealer development....  *** The dealer network and parts distribution are
two keys to after-sales service.   The marketing companies have responsibility for the
dealer network, while P&SS performs the primary management activity for the parts
distribution network.  Cat Inc., as the designer of the system and owner of the Morton
parts center, has the greatest strategic role.).  [PwC_PSI_CAT_00009105, 155-156]

d. Excerpts from Caterpillar Inc. 1997 Document Report, Final Report, September 15,
1998, Prepared by PricewaterhouseCoopers LLP (Cat Inc. has the largest role with
regard to market and dealer development.... ***  The dealer network and parts
distribution are the two keys to after-sales service. ... Cat Inc., as the designer of the
system and owner of the Morton parts center, has the greatest strategic role. *** All
companies with marketing responsibilities are actively involved in dealer
administration.  These include Cat Inc. and the three principal marketing companies. ). 
 [PwC_PSI_CAT_00009339, 392-394]

5. Excerpts from Caterpillar Fiscal Year 2000 U.S. Transfer Pricing Documentation Report,
September 17, 2001. (Cat Inc. is the parent company and is the most complex entity.  Cat
Inc. operates as an entrepreneur, a marketer and an intangible owner.  Cat Inc. is the
parent company of the global enterprise.  Since Cat Inc. is the most complex Cat entity it
was not selected as a tested party in this report. *** Although Cat SARL is a complex
entity, it is a simpler entity that Cat Inc.  ...we will test Cat SARL’s results against the
results of a set of independent European manufacturers.).  
[PwC_PSI_CAT_00004975, 5008-009, 027-033]
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6.  Excerpts from Caterpillar Inc. Global Tax Optimization Case for Action, September 1998
(Negative Tax Rate Drivers: U.S. ‘centric’ profile ... U.S. ownership of intangibles ...
Conformity of tax and management books. *** Migrate income from the U.S. to lower-tax
jurisdictions; Obtain/maintain U.S. tax deferral *** Description of Idea:  Remove
Caterpillar Inc. from the chain of title passage for purchased finished parts (from U.S. or
foreign sources) sold to foreign markets.  The foreign marketers would then buy from and
sell to unrelated parties.  Benefits/Costs: Eliminates Subpart F character of foreign
marketers profits on purchased finished parts sales. Relatively simple re-invoicing
requirements.)    [PwC_PSI_CAT_00004632, 636, 640, 646, 674, 675]

7. Excerpts from Caterpillar GTOP Summary of Ideas - PricewaterhouseCoopers, 1998 (Cat
Inc. Out of Chain, Recharacterize Marketing Company Income to Achieve U.S. Tax
Deferral – Description of Idea: Remove Caterpillar Inc. from the chain of title passage for
purchased finished parts (from U.S. or foreign sources) sold to foreign marketers.  The
foreign marketers would then buy from and sell to unrelated parties.   Benefits/Costs: 
Eliminates subpart F character of foreign marketers profits on purchased finished parts
sales. Relatively simple re-invoicing requirements.).  [PwC_PSI_CAT_00004566, 618-619]

8. COSA as Entrepreneur: European Sold Parts, High-Level Target Design, charts excerpted
from Caterpillar Inc. Operational Feasibility Analysis, High Level Target Designs:
Migration/Deferral (This will cause the accumulation of parts profit in COSA that was
previously accumulated in CAT Inc. ... In addition, the parts profit retained in COSA will
be enhanced to better reflect the contributions of the functions, risks and dealer network
intangibles controlled by COSA. ***  Invoicing from suppliers will be changed from CAT
HE and Morton HE to COSA “HE.”  Supply contracts will be changed to COSA.).  
[PwC_PSI_CAT_00004548, 550-552]

9. Caterpillar Inc. Global Tax Optimization Risk Adjusted Benefit Analysis, Working Papers -
Draft 1, December 1998 (Purpose: Increase shareholder value through tax optimization 
***  Solution Benefits and Costs: Migrate profits from Cat Inc to low-tax marketing
companies . . . Risk: change from current Intercompany pricing method and
documentation.  ***  We are effectively more than doubling the profit of parts.). 
[PwC_PSI_CAT_00001336, 338, 341-342, 344-346, 348, 362, 386, 408-409, 411-415]

10. Economic Analysis of Royalty Rates and Transfer Prices, charts excerpted from Caterpillar
Inc. Global Value Enhancement Project, Economic Analysis of SARL, Intercompany
Transactions with Cat Inc. in the COSA Territory, Draft October 5, 1999. 
[PwC_PSI_CAT_00004483, 508-509]

11. Parts: COSA - Cost Benefit Analysis, chart excerpted from Caterpillar Inc. - Global Value
Enhancement - Develop Phase Status Report, May 28, 1999.   
[PwC_PSI_CAT_00004349, 365]
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Documents Related to Marketing Intangibles:

12. Caterpillar email, dated July 2007, re: value of marketing intangibles (The point is that
CSARL (or its predecessor COSA, or CFEL, or CACO) has spent decades building up the
dealer network around the world.  And has spent decades building the brand name through
advertising.  Caveat is that in 2001, we said in another transaction that there is no
significant marketing intangibles other than workforce in place).  
[PwC_PSI_CAT_00122483-484]

13. Excerpts from Caterpillar Inc. Economic Analysis of Intangible Assets Transferred by
Caterpillar Americas CO. to Caterpillar Americas SARL (Based on our analysis of the
Intangible Assets Transferred we conclude that they are routine and common to most
distribution and marketing companies.  These assets have only limited economic life, and
could be effectively reproduced by a new start-up company with sufficient investment of
time and resources.).  [PwC_PSI_CAT_00142353-367]

14. Excerpt from Caterpillar Inc. Summary Meeting Notes, Geneva, March 7-9, 2005. 
Delivering regarding CSARL Profitability and Royalty (Should we expand profit split
analysis – additional income to CSARL for parts responsibility, dealer/marketing
intangible (but consider agreement in LAD restructuring stating that dealer IP is not very
valuable)?).  [PwC_PSI_CAT_00150469]

Documents Related to Swiss Tax Rate:

15. Charts from Presentation to Caterpillar Inc. Audit Committee, June 2004:
– Purchased Finished Parts Distribution - Prior to Establishing CSARL; 
– Purchased Finished Parts Distribution - Post CSARL;
– Tax Exposures Reserved at end of 2003; 
– ETR - Causes of “Low-Taxed” Non-U.S. Earnings

(Switzerland provides favorable tax rulings that many U.S. companies utilize.);  
– Background - Pre-2001 (Before Caterpillar S.A.R.L.); and 
– Background - 2002-2004 (Effect of Caterpillar S.A.R.L.).

(The CAT S.A.R.L. initiative deferred the U.S. taxation of Purchased Finished
Replacement Parts sales outside the U.S., but only if the earnings are not repatriated.).

[CAT-001899, 905, 906, 912, 920, 934, 935]

16. Excerpts from Delivering Vision 2020, Value Transformation: An After-tax View  (The
single largest factor driving Caterpillar’s effective tax rate below the U.S. statutory rate is
the ability to maintain deferral of earnings outside the U.S.   Most of these deferred
earnings are located within the Caterpillar S.A.R.L. (“CSARL”) organization.  The two
primary operational drivers of the CSARL deferral are (1) purchases of replacement parts
from supplies directly by CSARL for marketing regions outside the US and (2) product
management benefits for assemblies at the Grenoble and Gosselies facilities (i.e., toll
manufacturing).  [PwC_PSI_CAT_00058419, 429, 449-452]
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17. Excerpt from Caterpillar Global Finance and Strategic Support, Global Tax & Trade
Update, Audit Committee, April 13, 2010 (Effective Tax Rate has dropped to lowest in the
Dow 30 *** 2009 Effective Tax Rate - Drivers:  Losses in high-tax rate countries, Profits
in low).    [PwC_PSI_CAT_00205974-979, 984-985]

Documents Related to Parts Business: 

18. Caterpillar Board of Directors Minutes Excerpts.  (2/8/12:  Mr. Gosselin began by
explaining that the “seed, grow, harvest” business model ingrained in the organization
was a catalyst to aftermarket parts sales and services, creating an annuity continuing long
after original equipment sales and generating customer loyalty, PINS and profits. ***
4/7/08: Mr. Larson then noted that the key points regarding the Logistics Division are that
it is driving transformational change in the Transportation, Manufacturing Logistics and
the Cat parts business that will deliver significant value....).
[CAT-001855-858, 860, 863-864]

19. Caterpillar email, dated August 2007, re: Caterpillar parts history ( This showed that more
than 50% of parts sales were for parts originally placed in service more than 10 years
prior.  And to capture 80% of parts sales, you had to go back 20 years.  (ie, in a given year,
Cat still sold 20% of replacement parts that were first placed in service more than 20 years
prior....).   [PwC_PSI_CAT_00024439-440]

20. Cat Parts Desired State, excerpt from Caterpillar February 2012 Board of Directors
Meeting, [CAT-001885- 889, 891-898]

21. Caterpillar dealer push may drive some out, Levenick says, Reuters, March 6, 2014.  

Documents Related to Tax Risk Guardrails: 

22. Caterpillar Audit Committee Presentation, December 13, 2005, Global Tax Management
(Audit Committee – Risk Guard Rails).   [PSI-TWLF-16-000167-180]

23. Caterpillar email, dated February 2006, re: Tax Risk Guardrails - audex (Dave, I have a
solid draft of the guard rails done.  I have not polished it into a presentation because it was
not included on the agenda.  I feel comfortable that if Gene demanded to see something
today and you came and got me, I could present the draft and get the Aud Comm
comfortable that we are meeting our commitments.).  [PSI-TWLF-04-000078]

24. Caterpillar email, dated February 2006, re: A/C meeting (We had a two day offsite last week
to finalize the guardrails.  We have two more days next week to plot the tax position on the
guardrails.  This will be done in April if the agenda changes.) [PSI-TWLF-04-000089]
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25. a. Tax Risk Guardrails, 03/21/06.  [PSI-TWLF-04-000382]
b. Tax Risk Guardrails, 10/15/07.  [PSI-TWLF-04-000383]
c. Tax Risk Guardrails, 03/18/08.  [PSI-TWLF-04-000384]
d. Tax Risk Guardrails Criteria (draft), 02/08/06.  [PSI-TWLF-04-000381]

26. Caterpillar Income Tax Update, June 13, 2006  (Audit Committee - Risk Guard Rails ...
Escalation Triggers - Risk positions clearly outside the guardrails trigger communication
to the Audit Committee for guidance and possible remediation).   
[CAT-001949-952, 954, 956-965]

27. Caterpillar email, dated July 2006, re: fyi only - Update to Legal 6S team on regulatory
compliance (Provided overview of Tax Risk Guard Rails yesterday to a 6S team from legal
working specifically on a deep dive into regulatory compliance risks....  They encouraged
us to continue with the process and explain our current tax risk profile to the audit
committee to get their approval. *** Good work, Dan. ... Can discuss further, but current
chart puts one area at high.  Assuming guidance is to stay below high in all areas, how
could we utilize?)  [PSI-TWLF-04-000368]

28. Caterpillar email, dated August 2006, re: Tax Risk Guard Rails (FYI, Tax Council will be
meeting in near future to update TRGRs.  The pressure/question I am getting is focused on
reducing the risk shown on the guard rails. ... I need to understand where you want to go
with the TRGRs.  Are we going to stop where we are at which is just informing the board
about the process we went through to create the guard rails, or are we going to show the
board the results and have a meaningful discussion explain our risk profile and to
determine the board’s comfort with it?).   [PSI-TWLF-04-000127]

29. Caterpillar Global Finance and Strategic Support, Global Tax Update, April 8, 2008 (High
risk areas are actively managed.; Higher Risk Areas; CSARL - Product Management -
Operational; CSARL - Parts Distribution - Management & Reputation). 
[CAT-002087, 090-098, 102]

Documents Related to Economic Substance:

30. P&SS Availability & Inventory Management (85% of worldwide parts inventory is
managed from Morton-moving toward 100% *** Morton knows if Grimbergen sold a part,
received part, scrapped a part-information goes into Morton global parts forecast calc)
[PwC_PSI_CAT_00179037-038]

31. Purchasing Transportation and Technical Support (P&SS has developed (over 12 years)
network of suppliers for non current that is independent of current production suppliers). 
[PwC_PSI_CAT_00179035-036]
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32. Excerpt from The Deposition of Sally A. Stiles, February 24, (Q: It is fair to say that the
driving force behind Glove and CSARL was the tax department and not any business unit? 
A: Yes.)  [PSI-TWLF-11-000008, 114-115]

33. Excerpt from The Deposition of Robin Beran, March 15, 2011, (Q: Well, other than paper
issues that were caused by the entities that became involved, were there any other changes
to the physical flow of purchased finished replacement parts?  A: Physical flow, probably
not substantially.)   [PSI-TWLF-12-000008, 177-178]

34. Excerpt from The Deposition of Rodney Perkins, March 10, 2011, (Q: Was there any
business advantage to Caterpillar, Inc., to have this arrangement put in place other than
the avoidance or deferral of income taxation at higher rates?  A: No, there was not.)   
[PSI-TWLF-10-000004, 113-115]

35. Excerpt from The Deposition of Janie Copeland, May 5, 2011, (Do you know if the
accounting for purposes of the consolidated books and records of Caterpillar, Inc., is done
that same way with respect to Swiss operations now as it was before CSARL? ***  Q: So
would operating profit still be the same?  A: Yes.  Q: But earnings after taxes would be
differently?  A: Right.)   [PSI-TWLF-15-000007, 017, 018]

36. Caterpillar email, dated June 2005, re: Authorization to proceed with planning and ABP
cost adjustment (Due to the successful planning from prior years, significant low taxed
earnings (over $1.5 billion) have accumulated in CSarl.  This cash is now increasing at
about $70 million per month at tax rates of about 10%.  This is resulting in offshore cash
balances that can no longer be managed through intercompany loans and purchases
without triggering significant additional tax costs, and an increase in CAT’s effective tax
rate.)   [PSI-TWLF-12-000315-316]

37. Caterpillar Sarl - Pop Quiz, chart excerpted from Caterpillar Sàrl Overview, July 30, 2008. 
[PwC_PSI_CAT_00065585, 589]

38. Caterpillar Memorandum, dated May 2004, re: Tax Concerns Raised by an Unnamed
Source (Caterpillar’s transfer pricing policy is the result of detailed analysis of the
functional activities of the various entities in strict accordance with required Treasury
Regulations. ***  The basic operations of Caterpillar SARL are no different than any other
valid and legal partnership operating anywhere in the world. *** I do not believe
Caterpillar’s transfer pricing practices (past and present) meet the IRS’ test.  The Officers
and Board of Directors need to examine the transfer pricing issue before Caterpillar ends
up in court and in the press.)   [PSI-TWLF-02-001393-396]  

39. Caterpillar email, dated January 2007, re: 7  Cir. Cases (To my knowledge there is no oneth

in CSARL managing the parts business or managing the sub-contracting of all the activity
to Inc.) [PSI-TWLF-02-000349-352]
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40. Caterpillar email, dated April 2008, re: Pls review again before we sent in AM  (With all
due respect, the business substance issue related to CSARL Parts Distribution is the pink
elephant issue worth a Billion dollars on the balance sheet.)   [PSI-TWLF-07-000022]

Documents Related to Substance Added:

41. Caterpillar slides entitled Product Management Alignment - Recommendation; Product
Management Alignment - CSARL Benefits - Based on 2008 Results; Product Management
Alignment - Enhance & Optimize (While technically appropriate, creates optics concerns -
Taxation in CSARL with minimal business substance); Product Management Alignment -
CSARL Benefits - Based on 2009 ATS).  [PwC_PSI_CAT_000063338-341]

42. Caterpillar email, dated November 2008, re: Exec. Office Slides - Business Alignment
attaching slides entitled Caterpillar Inc. Machine Business Alignment: Update Briefing,
November 11, 2008, Purpose: Leverage business realignment to preserve and enhance
CSARL benefits.  (Risks & Challenges: Failure to take action weakens current CSARL
structure).   [PwC_PSI_CAT_00033241-242]

43. Caterpillar Inc CSARL 2009 activities, Report to Audit team, January 2010.  (During
2009: ... “Worldwide Parts Manager”: establish group in CSARL Geneva with worldwide
parts responsibilities – Benefit: $300m (“Preserve”)).  
[PwC_PSI_CAT_00003830, 432-433, 448-449, 456, 472]

44. Caterpillar email, dated May 2010, re: WW Parts Manager.  
[PwC_PSI_CAT_00213059-064]

45. Worldwide Parts Management Group Key Responsibilities, excerpt from Caterpillar Inc.
Worldwide Parts Management, Final Closing Book, Draft Version as of March 15, 2010.

  [PwC_PSI_CAT_00003876, 906-907]

46. Caterpillar email, dated November 2008, re: is tomorrow really the only shot with DBB? 
(PMs in US will put some pressure on the parts profit model.  These guys are really bought
into the PM is king concept.  We are going to have to create a story that will put some
distance between them and parts (eg. all the parts that are noncurrent) to retain the benefit. 
Get ready to do some dancing.  ***  What the heck.  We’ll all be retired when this comes
up on audit.  Bodnam and chris Dunn will have to solve it.  Baby boomers have their fun,
and leave it to the kids to pay for it.)  [PwC_PSI_CAT_00033157-159]

Other Miscellaneous Documents:      

47. Summary of Caterpillar Operations and Restructuring of Caterpillar Sarl. 
[PSI-Caterpillar-04-000002-009]

48. CSARL Legal Structuring, CSARL 2009 activities, PricewaterhouseCoopers. 
[PwC_PSI_CAT_00003411]
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49. Introduction of Caterpillar North America S.A.R.L.  (CNAmSARL was created and
implemented with the understanding that there be no impact on Caterpillar’s accountable
profit center reporting systems.  While significant changes were made to our legal entity
reporting systems, the objective of zero accountable impact was met.  
[PSI-TWLF-10-000172-174]

50. a. November 26, 2013 responses from received from Caterpillar Inc. to question posed by
the Permanent Subcommittee on Investigations.  [CAT-000267-269]

b. Excerpts from December 3, 2013 responses from received from Caterpillar Inc. to
question posed by the Permanent Subcommittee on Investigations.  [CAT-000276-277,
279-298]

c. Excerpts from January 14, 2014 responses from received from Caterpillar Inc. to
question posed by the Permanent Subcommittee on Investigations.  [CAT-000300-302]

d. Excerpt from March 7, 2014 responses from received from Caterpillar Inc. to question
posed by the Permanent Subcommittee on Investigations.  [CAT-001866]

e. March 13, 2014 response from received from Caterpillar Inc. to question posed by the
Permanent Subcommittee on Investigations.  [CAT-00002265]

51. License Agreement, as of January 1, 2011, between Caterpillar, Inc. and CSARL. 
[CAT-000306-318]

52. Fifth Amended and Restated Services Agreement, as of September , 1999, between
Caterpillar Inc. and CAT SARL. [CAT-000653-663]

53. PricewaterhouseCoopers document discussing intangible assets transferred by 
Caterpillar Inc. to CSARL, undated but likely 1999 (Scanning the list, it appears that the
following items are relevant to the replacement parts license; Patents, designs, trademarks,
contracts, systems, procedures, know-how, methods, forecasts, estimates, and technical
data.). [PwC PSI-CAT_ 00199858-862]

h  h  h


































































































































































































































































































































