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PROSPECTUS SUPPLEMENT
(To Prospectus Dated August 3, 2006)

$1,250,000,000

CATERPILLAR

$500,000,000 5.700% Notes due 2016

$750,000,000 6.050% Debentures due 2036

The notes will bear interest at arate of 5.700% per year and the debentures will bear interest at a rate of
6.050% per year. Interest on the notes and debentures is payable semi-annually on February 15 and August 15 of
each year, beginning on February 15, 2007. The notes will mature on August 15, 2016 and the debentures will
mature on August 15, 2036. We may redeem the notes and the debentures, in whole or in part, at any time. The
redemption prices are discussed under the caption "Description of the Notes and Debentures—Optional
Redemption."

The notes and debentures will be senior obligations of our company and will rank equally with all of our
other unsecured indebtedness.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the notes or the debentures or determined if this prospectus supplement or the accompanying
prospectus is truthful or complete. Any representation to the contrary isacriminal offense.

Per Total Per Total
Note Notes Debenture Debentures
Public Offering Price 99.795%%$ 498,975,000 99.655%% 747,412,550
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Undbritf tithgyRiszoodilible.com 0.475%% 2,375,000 0.875%% 6,562,50
Proceeds to Caterpillar Inc. (before expenses) 99.320%$ 496,600,000 98.780%%$  740,850,00

Interest on the notes and debentures will accrue from August 8, 2006.

Neither the notes nor the debentures will be listed on any securities exchange. Currently, thereis no public
market for the notes or the debentures.

We expect that delivery of the notes and the debentures will be made to the respective purchasers through
the book-entry delivery system of The Depository Trust Company on or about August 8, 2006.

Joint Book-Running Managers

Citigroup ABN AMRO Incorporated Bar clays Capite

Co-Managers

Banc of America SecuritiesLLC JPMorgan SOCIETE GENERAL|

Junior Co-Managers

ANZ Securities, Inc. Commer zbank Corporates & LloydsTS
Markets
Mitsubishi UFJ Securities RBC Capital Markets TD Securitie

August 3, 2006
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Calculation of Registration Fee

Maximum M aximum

Title of Each Class of Amount to be Adqareqate Offerin Aqareqate Offerin Amount of
Securitiesto be Registered Registered glgriege Per Unit 9 9 egPrice 9 Registration Fee(1)
5.700% Notes due 2016 $500,000,000 99.795% $498,975,000 $53,390.33
6.050% Debentures due
2036 $750,000,000 99.655% $747,412,500 $79,973.14
(1)

Thisregistration fee is calculated pursuant to Rule 457(0) under the Securities Act.
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Y ou should rely only on the infor mation incor porated by reference or provided in this prospectus
supplement and the accompanying prospectus. We have not authorized anyone else to provide you with
different information or representations. We are only making an offer with respect to these notesand
debentures. We are not making an offer of these notes and debenturesin any state where the offer isnot
permitted. Y ou should not assume that the infor mation in this prospectus supplement or the
accompanying prospectusisaccur ate as of any date other than the date on the front of these documents,
regardless of thetime of delivery of this prospectus supplement or any sales of the notes and debentures.
I n this prospectus supplement and the accompanying prospectus, unless otherwise indicated, " we," " us,
and "our" refer to Caterpillar Inc. and itssubsidiaries.

Some statements contained in thisdocument or incor porated by reference into thisdocument are
forward looking and involve uncertainties that could significantly impact results. Thewords" believes,"
"expects," "estimates,” " anticipates," "will be" and similar wordsor expressionsidentify forwar d-looking
statements made on behalf of Caterpillar. Uncertaintiesinclude factorsthat affect international businesses
aswell as matters specific to us and the markets we serve. Please see our filings with the Securitiesand
Exchange Commission for additional discussion of these uncertainties and factors. We disclaim any
obligation to update or revise any forwar d-looking statement, whether asaresult of new infor mation,
futureresultsor otherwise.
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CATERPILLAR INC.

Caterpillar, through its employees and dealers, designs, manufactures, markets, finances and provides
support for Caterpillar machines and engines. We believe our products help make progress possible around the
world. More information about Caterpillar is available on our website at http://www.CAT.com. Information on
our website is not incorporated by reference into this prospectus supplement and the accompanying prospectus.

DESCRIPTION OF THE NOTES
AND DEBENTURES

The notes will be initialy limited to $500,000,000 aggregate principal amount. The debentures will be
initially limited to $750,000,000 aggregate principal amount. The notes and debentures will be issued in
denominations of $1,000 and integral multiples of $1,000. Each note and debenture will bear interest at the rate
per annum stated on the cover page of this prospectus supplement. Interest on the notes and debentures will be
payable semi-annually on February 15 and August 15 of each year, beginning on February 15, 2007. Interest
payable on the notes and debentures will be paid to the respective holders of record on the February 1 and
August 1, respectively, immediately preceding the interest payment date. The notes will mature on August 15,
2016 and the debentures will mature on August 15, 2036.

If an interest payment date or maturity date is not a Business Day, we will pay interest or principa on the
next Business Day. However, interest on the payments will not accrue for the period from the original payment
date to the date we make the payments. We will calculate the interest based on a 360-day year consisting of
twelve 30-day months.

We may, from time to time, without notice to or the consent of the holders or the beneficial owners of the
notes or debentures, issue additional notes or debentures having the same terms as the notes or debentures, as the
case may be, in all respects (except for the issue date, issue price, payment of interest accruing prior to the issue
date of the notes or debentures and initial interest payment date of the notes or debentures) so that such further
notes or debentures may be consolidated and form a single series with the notes or debentures, as the case may
be, being offered by this prospectus supplement and accompanying prospectus.

For additional important information on the notes and debentures, see "Description of Debt Securities' in
the accompanying prospectus. That information includes:

additional information on the terms of the notes and debentures;

genera information on the indenture and the trustee;

adescription of certain restrictive covenants contained in the indenture; and
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adescription of events of default under the indenture.

Pursuant to the Trust Indenture Act of 1939, as amended, if a default occurred on the notes or debentures,
Citibank, N.A. would be required to resign as trustee within 90 days of default unless the default were cured,
duly waived or otherwise eliminated.

Optional Redemption

The notes and debentures may be redeemed in whole at any time or in part from time to time, at our option,
at aredemption price equal to the greater of

100% of the principal amount of the notes or debentures to be redeemed, or

the sum of the present values of the remaining scheduled payments of principal and interest on the notes
or debentures to be redeemed, discounted to the date of redemption on a semi-annual basis (assuming a
360-day year consisting of twelve 30-day months) at the applicable Treasury Rate plus 12.5 basis points
for the notes and 15 basis points for the debentures,

plus, in each case, accrued and unpaid interest on the principal amount being redeemed to the redemption date.

S1
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"Treasury Rate" means, with respect to any redemption date, (1) the yield, under the heading which
represents the average for the immediately preceding week, appearing in the most recently published statistical
release designated "H.15(519)" or any successor publication which is published weekly by the Board of
Governors of the Federal Reserve System and which establishes yields on actively traded United States Treasury
securities adjusted to constant maturity under the caption "Treasury Constant Maturities,” for the maturity
corresponding to the Comparable Treasury Issue (or, if no maturity iswithin three months before or after the
Remaining Life, yields for the two published maturities most closely corresponding to the Comparable Treasury
Issue will be determined and the Treasury Rate will be interpolated or extrapolated from such yields on a straight
line basis, rounding to the nearest month), or (2) if such release (or any successor release) is not published during
the week preceding the calculation date or does not contain such yields, the rate per annum equal to the semi-
annual equivalent yield-to-maturity of the Comparable Treasury Issue, calculated using a price for the
Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury
Price of such redemption date. The Treasury Rate will be calculated on the third Business Day preceding the
redemption date.

"Business Day" means any calendar day that is not a Saturday, Sunday or legal holiday in New Y ork, New
Y ork and on which commercial banks are open for businessin New Y ork, New Y ork.

"Comparable Treasury Issue" means the United States Treasury security selected by the Independent
Investment Banker as having a maturity comparable to the remaining term ("Remaining Life") of the notes or
debentures to be redeemed, as the case may be, that would be utilized, at the time of selection and in accordance
with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to the
Remaining Life of such notes or debentures.

"Comparable Treasury Price" means (1) the average of five Reference Treasury Dealer Quotations for such
redemption date, after excluding the highest and lowest Reference Treasury Dealer Quotations, or (2) if, after
seeking at least five Reference Treasury Dealer Quotations and excluding the highest and lowest Reference
Treasury Deder Quotations, the Independent Investment Banker obtains fewer than five such Reference Dealer
Quotations, the average of all such quotations.

"Independent Investment Banker" means any of Citigroup Global Markets Inc., ABN AMRO Incorporated
or Barclays Capital Inc. and its successors, as appointed by us, or, if it isunwilling or unable to select the
Comparable Treasury Issue, a nationally recognized investment banking institution which is a Primary Treasury
Deder appointed by us.

"Reference Treasury Dealer" means (1) any of Citigroup Global Markets Inc., ABN AMRO Incorporated or
Barclays Capital Inc. and its successors, as appointed by us, provided, however, that if the foregoing shall cease
to be aprimary U.S. government securities dealer in New Y ork City (a"Primary Treasury Dealer"), we will
substitute for such dealer another Primary Treasury Dealer, and (2) any other nationally recognized Primary
Treasury Deder selected by the Independent Investment Banker and acceptable to us.

"Reference Treasury Dealer Quotations' means, with respect to each Reference Treasury Dealer and any
redemption date, the average, as determined by the Independent Investment Banker, of the bid and asked prices
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for the Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in
writing to the Independent Investment Banker at 5:00 p.m., New Y ork City time, on the third Business Day
preceding such redemption date.

Holders of notes or debentures to be redeemed will receive notice thereof by first-class mail at least 30 and
not more than 60 days before the date fixed for redemption. If fewer than all of the notes or debentures, as the
case may be, are to be redeemed, the trustee will select the particular notes or debentures or portions thereof for
redemption from the outstanding notes or debentures, as the case may be, not previously

S2
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called, pro rataor by lot, or in such other manner as we shall direct.

USE OF PROCEEDS

The net proceedsto be received by Caterpillar from the sale of the notes and debentures, estimated at
$1,237,141,250 after deducting underwriting discounts and commissions and estimated offering expenses, will b

used for general corporate purposes, including acquisitions, repurchases of common stock, additions to working
capital and capital expenditures.

RATIO OF EARNINGSTO FIXED CHARGES

The ratio of earnings to fixed charges for each of the periods indicated is as follows:

Ratio of Earningsto Fixed Charges

Six
Months Year Ended December 31,
Ended
June 30,
2006 2005 2004 2003 2002 200«
50 45 4.2 29 2.3 2.

These ratios include Caterpillar and its consolidated subsidiaries. Earnings are determined by adding pretax
income from continuing operations before adjustments for minority interest and equity investments' profit, and
fixed charges excluding capitalized interest. Fixed charges consist of interest expense, an estimated amount of
rental expense that is deemed to be representative of the interest factor, and capitalized interest.

S3
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UNDERWRITING

Citigroup Globa Markets Inc., ABN AMRO Incorporated and Barclays Capital Inc. are acting as joint book
running managers of the offering and are acting as representatives of the underwriters named bel ow.

Subject to the terms and conditions stated in the underwriting agreement dated the date of this prospectus
supplement, each underwriter named below has agreed to purchase, and we have agreed to sell to that
underwriter, the principal amount of notes and debentures set forth opposite the underwriter's name.

Principal Principal
Underwriter Amount of Amount of
Notes Debentures

Citigroup Global Markets Inc. $ 150,000,000 $ 225,000,000

ABN AMRO Incorporated 100,000,000 150,000,000
Barclays Capital Inc. 100,000,000 150,000,000
Banc of America SecuritiesLLC 40,000,000 60,000,000
J.P. Morgan Securities Inc. 40,000,000 60,000,000
SG Americas Securities, LLC 40,000,000 60,000,000
ANZ Securities, Inc. 5,000,000 7,500,000
Commerzbank Capital Markets Corp. 5,000,000 7,500,000
Lloyds TSB Bank plc 5,000,000 7,500,000
Mitsubishi UFJ Securities International plc 5,000,000 7,500,000
RBC Capital Markets Corporation 5,000,000 7,500,000
TD Securities (USA) LLC 5,000,000 7,500,000
Total $ 500,000,000 $ 750,000,000

The underwriting agreement provides that the obligations of the underwriters to purchase the notes and
debentures included in this offering are subject to specified conditions. The underwriters are obligated to
purchase all the notes or debenturesif they purchase any of the notes or debentures, as applicable.

The underwriters propose initially to offer all or part of the notes and debentures directly to the public at the
respective offering prices set forth on the cover page of this prospectus supplement and to certain dealers at such
prices less a concession, in the case of the notes, not in excess of 0.250% of the principal amount of the notes
and, in the case of the debentures, not in excess of 0.500% of the principal amount of the debentures. Any
underwriter may allow, and those dealers may reallow, a concession, in the case of the notes, not in excess of
0.250% of the principal amount of the notes and, in the case of the debentures, not in excess of 0.250% of the
principal amount of the debentures. After the initial public offering, the representatives may change the public
offering price and concessions.

In relation to each Member State of the European Economic Area which has implemented the Prospectus
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Directive (each, a"Relevant Member State"), each underwriter has represented and agreed that, with effect from
and including the date on which the Prospectus Directive isimplemented in that Relevant Member State (the
"Relevant Implementation Date'"), it has not made and will not make an offer of notes or debentures to the public
in that Relevant Member State prior to the publication of a prospectusin relation to the notes and debentures
which has been approved by the competent authority in that Relevant Member State or, where appropriate,
approved in another Relevant Member State and notified to the competent authority in that Relevant Member
State, all in accordance with the Prospectus Directive, except that it may, with effect from and including the
Relevant Implementation Date,

S4
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make an offer of notes or debentures to the public in that Relevant Member State at any time:

to legal entities which are authorized or regulated to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is solely to invest in securities,

to any legal entity which hastwo or more of (i) an average of at least 250 employees during the last
financial year; (ii) atotal balance sheet of more than euro 43,000,000 and (iii) an annual net turnover of
more than euro 50,000,000, as shown in itslast annual or consolidated accounts,

to investors with the minimum total consideration per investor of euro 50,000; or

in any other circumstances which do not require the publication by the issuer of a prospectus pursuant to
Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer of notes or debentures to the public” in relation
to any notes or debentures in any Relevant Member State means the communication in any form and by any
means of sufficient information on the terms of the offer and the notes or debentures, as the case may be, to be
offered so asto enable an investor to decide to purchase or subscribe the notes or debentures, as the same may be
varied in that Relevant Member State by any measure implementing the Prospectus Directive in that Relevant
Member State, and the expression "Prospectus Directive" means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

Each underwriter has represented and agreed that:

(i) it isa person whose ordinary activities involve it in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of its business and (ii) it has not offered or sold and
will not offer or sell the notes or debentures other than to persons whose ordinary activities involve them
in acquiring, holding, managing or disposing of investments (as principal or agent) for the purposes of
their businesses or who it is reasonable to expect will acquire, hold, manage or dispose of investments (as
principal or agent) for the purposes of their businesses where the issue of the notes or debentures would
otherwise constitute a contravention of Section 19 of the Financial Services and Markets Act (the
"FSMA") by the issuer;

it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received by it in connection with the issue or sale of the notes or debenturesin
circumstances in which Section 21(1) of the FSMA does not apply to the issuer; and
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it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the notes or debentures in, from or otherwise involving the United Kingdom.

The following table shows the underwriting discounts and commissions that we are to pay to the
underwriters in connection with this offering (expressed as a percentage of the principal amount of the notes and
debentures, as applicable).

Paid by
Caterpillar
Per note 0.475%
Per debenture 0.875%

In connection with the offering, the representatives, on behalf of the underwriters, may purchase and sell
notes and debentures in the open market. These transactions may include over-allotment, syndicate covering
transactions and stabilizing transactions. Over-allotment involves syndicate sales of notes or debenturesin excess
of the principal amount of notes or debentures, as applicable, to be purchased by the underwritersin the offering,
which creates a syndicate short position. Syndicate covering transactions involve purchases of the notes or
debentures in the open market after the distribution has been completed in order to cover syndicate short
positions. Stabilizing transactions

S5
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consist of certain bids or purchases of notes or debentures made for the purpose of preventing or retarding a
decline in the market price of the notes or debentures, as applicable, while the offering isin progress.

The underwriters also may impose a penalty bid. Penalty bids permit the underwritersto reclaim a selling
concession from a syndicate member when the representatives, in covering syndicate short positions or making
stabilizing purchases, repurchase notes or debentures originally sold by that syndicate member.

Any of these activities may have the effect of preventing or retarding a decline in the market price of the
notes or debentures. They may also cause the price of the notes or debentures to be higher than the price that
otherwise would exist in the open market in the absence of these transactions. The underwriters may conduct
these transactions in the over-the-counter market or otherwise. If the underwriters commence any of these
transactions, they may discontinue them at any time.

In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause
the market price of the security to be higher than it might be in the absence of such purchases. Neither we nor the
underwriters make any representation or prediction as to the direction or magnitude of any effect that the
transactions described above may have on the market price of the notes or debentures. In addition, neither we nor
the underwriters make any representation that the underwriters will engage in such transactions or that such
transactions, once commenced, will not be discontinued without notice.

We do not intend to apply for listing of the notes or debentures on a national securities exchange. The
underwriters intend to make a market in the notes and debentures in the secondary trading market. The
underwriters are not obligated to make a market in the notes or debentures and market making may be
discontinued at any time by the underwriters. The liquidity or trading markets for the notes or debentures cannot
be assured.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the
Securities Act of 1933, or to contribute to payments the underwriters may be required to make because of any of
those liahilities.

We estimate that the total expenses of the offering, excluding underwriting discounts and commissions, will
be $308,750.

Some of the underwriters and their affiliates engage in transactions with, and perform services for, usin the
ordinary course of business and have engaged, and may in the future engage, in commercia banking and
investment banking and advisory transactions with us for which they have received or we expect they will
receive customary fees and expenses.

Citibank, N.A., an affiliate of one of the underwriters participating in this offering, serves as trustee under
the indenture. Citibank, N.A. is also adealer under our commercial paper program and may receive proceeds
from this offering as aresult of its ownership of some of our commercial paper.

To the extent any underwriter that isnot a U.S. registered broker-dealer intends to effect sales of notes or

http://www.sec.gov/Archives/edgar/data/18230/000104746906010421/a2172405z424b2.htm (15 of 53)8/10/2006 12:29:07 PM



http://www.sec.gov/Archives/edgar/data/18230/000104746906010421/a2172405z424b2.htm

debentures in the United States, it will do so through one or more U.S. registered broker-dealers in accordance
with the applicable U.S. securities laws and regul ations.

A prospectusin electronic format may be made available on the websites maintained by one or more of the
underwriters. In addition, the underwriters have advised us that certain of the underwriters will make the notes
and debentures available for distribution on the Internet through a proprietary Internet website and/or athird-
party system operated by Market Axess Holdings Inc., an Internet-based communications technology provider.
Market Axessis providing a system as a conduit for communications between the underwriters who use Market
Axess and their respective customers and is not a party to this offering.

Market Axess, aregistered broker-dealer, will receive compensation from the underwriters who use Market
Axess based on transactions they conduct through the system. The underwriters
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who use Market Axess will make the notes and debentures available to their respective customers through the
Internet distributions, whether made through a proprietary or third-party system, on the same terms as
distributions made through other channels.

VALIDITY OF THE NOTES
AND DEBENTURES

The validity of the notes and debentures will be passed upon for us by Bryon Koepke, Esg., internal
Securities Counsel, and for the underwriters by Sullivan & Cromwell LLP, New York, New Y ork.

EXPERTS

The financia statements and management's assessment of the effectiveness of internal control over financial
reporting (which isincluded in Management's Report on Internal Control over Financial Reporting) of Caterpilla
incorporated in the prospectus accompanying this prospectus supplement by reference to the Annual Report on
Form 10-K/A for the year ended December 31, 2005 have been so incorporated in reliance on the report of
PricewaterhouseCoopers LL P, an independent registered public accounting firm, given on the authority of said
firm as experts in accounting and auditing.
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PROSPECTUS

DEBT SECURITIES

Caterpillar Inc. intends to offer at one or more times debt securities. We will provide the specific terms of these
securities in supplements to this prospectus. Y ou should read this prospectus and the supplements carefully
before you invest.

The date of this prospectusis August 3, 2006.

CATERPILLAR

Caterpillar Inc.

100 NE Adams Street
Peoria, IL 61629
(309) 675-1000

These securities have not been approved or disapproved by the Securities and Exchange Commission or any state
securities commission, nor have these organizations passed upon the accuracy or adequacy of the disclosuresin
this prospectus. Any representation to the contrary is acriminal offense.
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WHERE YOU CAN FIND MORE INFORMATION

We are required to file annual, quarterly and current reports, proxy statements and other information with
the Securities and Exchange Commission. Y ou may read and copy any documents filed by us at the SEC's public
reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for
further information on the public reference room. Our filings with the SEC are also available to the public
through the SEC's Internet site at http://www.sec.gov and through the New Y ork Stock Exchange, 20 Broad
Street, New Y ork, New Y ork 10005, on which our common stock is listed.

We have filed with the SEC aregistration statement on Form S-3 relating to the debt securities covered by
this prospectus. This prospectusis a part of the registration statement and does not contain all of the information
in the registration statement. Whenever areference is made in this prospectus to a contract or other document of
ours, please be aware that the reference is only a summary and that you should refer to the exhibits that are a part
of the registration statement for a copy of the contract or other document. Y ou may review a copy of the
registration statement at the SEC's public reference room in Washington, D.C., aswell as through the SEC's
Internet site.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC'srules allow us to "incorporate by reference" information into this prospectus. This means that we
can disclose important information to you by referring you to another document. Any information referred to in
thisway is considered part of this prospectus from the date we file that document. Any reports filed by us
pursuant to Section 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 with the SEC on or after the
date of this prospectus and before the date that the offering of the securities by means of this prospectusis
terminated will be deemed to be incorporated by reference into this prospectus and will automatically update and
where applicable, supersede any information contained in this prospectus or incorporated by referencein this
prospectus.

We incorporate by reference into this prospectus the following documents or information filed with the SEC
(other than, in each case, documents or information deemed to have been furnished and not filed in accordance
with SEC rules):

Annual Report on Form 10-K/A for the year ended December 31, 2005;

Quarterly Reports on Form 10-Q for the quarters ended March 31 and June 30, 2006; and

Current Reports on Form 8-K filed with the SEC on June 14, 2006 (two filings), June 8, 2006,
May 16, 2006, February 22, 2006 and February 10, 2006.

We will provide without charge to each person, including any beneficial owner, to whom this prospectusis
delivered, upon his or her written or oral request, a copy of any or all documents referred to above which have
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been or may be incorporated by reference into this prospectus, excluding exhibits to those documents unless they
are specifically incorporated by reference into those documents. Y ou can request those documents in writing or
by telephone from Caterpillar as follows:

Caterpillar Inc.

Attention: Secretary

100 NE Adams Street
Peoria, I1linois 61629
Telephone: 309-675-1000

FORWARD-LOOKING STATEMENTS

Forward-looking statements in this prospectus and the documents incorporated by reference herein are base
on the beliefs and assumptions of Caterpillar's management and on information currently available. Forward-
looking statements include information about possible or assumed future results of operationsin "Management's
Discussion and Analysis of Financial Condition and Results of Operations” included in our most recent Annual
Report on Form 10-K/A and our most recent Quarterly Report on Form 10-Q, and other statements

http://www.sec.gov/Archives/edgar/data/18230/000104746906010421/a2172405z424b2.htm (21 of 53)8/10/2006 12:29:07 PM



http://www.sec.gov/Archives/edgar/data/18230/000104746906010421/a2172405z424b2.htm

preceded by, followed by or that include the words "believes, anticipates,” "intends," "plans,”

"estimates” or similar expressions.

expects,

Forward-looking statements are subject to a number of risks and uncertainties which could cause actual
results to differ materially from those expressed in these forward-looking statements, including factors described
from time to time in Caterpillar's various public filings incorporated by reference herein. The forward-looking
statements in this prospectus and the documents incorporated by reference speak only as of the date of the
document in which the forward-looking statement is made, and Caterpillar undertakes no obligation to update or
revise any forward-looking statement, whether as aresult of new information, future developments or otherwise.

CATERPILLAR INC.

Caterpillar, through its employees and independent dealers, designs, manufactures, markets, finances and
provides support for Caterpillar machines and engines. We believe our products make progress possible around
the world. More information about usis available on our web site at http://www.CAT.com. Information on our
web site is not incorporated by reference into this prospectus.

Our products and services fall into three principal lines of business:

Machinery—A principal line of business which includes the design, manufacture, marketing and sales of
construction, mining and forestry machinery—track and wheel tractors, track and wheel loaders,
pipelayers, motor graders, wheel tractor-scrapers, track and wheel excavators, backhoe |oaders, log
skidders, log loaders, off-highway trucks, articulated trucks, paving products, telehandlers, skid steer
loaders and related parts. Also includes logistics services for other companies.

Engines—A principal line of business including the design, manufacture, marketing and sales of engines
for Caterpillar machinery; electric power generation systems; on-highway vehicles and locomotives;
marine, petroleum, construction, industrial, agricultural and other applications; and related parts.
Reciprocating engines meet power needs ranging from 5 to over 21,500 horsepower (4 to over 16,000
kilowatts). Turbines range from 1,600 to 20,500 horsepower (1,200 to 15,000 kilowatts).

Financial Products—A principal line of business consisting primarily of Caterpillar Financial Services
Corporation (Cat Financial), Caterpillar Insurance Holdings, Inc. (Cat Insurance), Caterpillar Power
Ventures Corporation (Cat Power Ventures) and their respective subsidiaries. Cat Financial provides a
wide range of financing alternatives to customers and dealers for Caterpillar machinery and engines,
Solar gas turbines, as well as other equipment and marine vessels. Cat Financial also extends |oans to
customers and dealers. Cat Insurance provides various forms of insurance to customers and dealers to
help support the purchase and lease of our equipment. Cat Power Ventures is an investor in independent
power projects using Caterpillar power generation equipment and services.

Our principa executive offices are located at 100 NE Adams Street, Peoria, I1linois 61629, and our phone
number is (309) 675-1000.
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PROSPECTUS SUPPLEMENT
The prospectus supplement for each offering of debt securities will contain the specific information and
terms for that offering. The prospectus supplement may also add, update or change information contained in this

prospectus. It isimportant for you to read both this prospectus and the prospectus supplement in making your
investment decision.

USE OF PROCEEDS

Unless otherwise specified in the applicable prospectus supplement, the net proceeds from the sale of the
debt securities will be used for general corporate purposes. General corporate purposes may include acquisitions,
repurchases of common stock, additions to working capital, capital expenditures, and retirement of debt.

2
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RATIO OF EARNINGSTO FIXED CHARGES

The ratios of earnings to fixed charges for the periods indicated below were as follows:

Ratio of Earningsto Fixed Charges

Six
Months Year Ended December 31,
Ended
June 30,
2006 2005 2004 2003 2002 200«
50 4.5 4.2 2.9 2.3 2.

These ratios include Caterpillar and its consolidated subsidiaries. Earnings are determined by adding pretax
income from continuing operations before adjustments for minority interest and equity investments' profit, and
fixed charges excluding capitalized interest. Fixed charges consist of interest expense, an estimated amount of
rental expense that is deemed to be representative of the interest factor, and capitalized interest.

DESCRIPTION OF DEBT SECURITIES

We will issue the debt securities under an indenture between us and the Trustee, Citibank, N.A., dated as of
May 1, 1987, and supplemented June 1, 1989, May 15, 1992, and December 16, 1996. This prospectus briefly
outlines some of the indenture provisions. See "Where Y ou Can Find More Information” on how to locate the
indenture and the supplements. Y ou may also review the indenture at the Trustee's offices located in New Y ork,
New York.

The indenture does not limit the amount of debt securities that may be issued and each series of debt
securities may differ asto its terms. The debt securities may be issued up to the principal amount that may be
authorized by us and may bein any currency or currency unit designated by us.

The debt securities will be unsecured and unsubordinated and will rank equally with all our unsecured and
unsubordinated indebtedness. The debt securities will not be subject to any conversion, amortization, or sinking
fund. It is anticipated that the debt securities will be "book-entry," represented by a permanent global certificate
registered in the name of The Depository Trust Company or its nominee. However, we reserve the right to issue
the securities in certificate form registered in the name of the security holders.

For current information on our debt outstanding, see our most recent Form 10-K/A and 10-Q. See "Where
Y ou Can Find More Information."
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Exchange, Registration, Transfer, and Payment

Principal and interest on the debt securities will be payable, and the exchange or transfer of debt securities
will be registerable at alocation designated in the prospectus supplement. No service charge will be applied for a
registration of transfer or exchange of debt securities except to cover tax or any governmental charge.

Global Securities

Debt securities may be issued in the form of one or more global securities that will be deposited with The
Depository Trust Company, New York, New York ("DTC"). If thisis done, we will not issue certificates to each
holder. One or more global securities would be issued to DTC, which would keep a computerized record of its
participants (for example, your broker) whose clients have purchased the securities. The participant would then
keep arecord of its clients who purchased the securities. A global security may not be transferred; except that
DTC, itsnominees, and their successors may transfer aglobal security as awhole to one another.

Beneficial interestsin global securities will be shown on, and transfers of global securities will be made only
through, records maintained by DTC and its participants.

Debt securities represented by a global security would be exchangeable for debt security certificates with the

same terms in authorized denominations only if:

DTC notifiesusthat it is unwilling or unable to continue as depositary or if DTC ceasesto bea
clearing agency registered under applicable law and a successor depository is not appointed by us
within 90 days,

we deliver to the Trustee an order that the global security shall be exchangeable; or

3
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there is a continuing Event of Default, as described below, regarding the debt securities.
Certain Restrictive Covenants

The indenture requires us to comply with certain restrictive covenants. These covenants apply to us and
Restricted Subsidiaries maintained by us.

What is a Restricted or Unrestricted Subsidiary?

A "Restricted Subsidiary"” is defined as any subsidiary other than an Unrestricted Subsidiary and any
Unrestricted Subsidiary designated by our Board of Directors after May 1, 1987 as a Restricted Subsidiary.

"Unrestricted Subsidiary” is defined as:

any subsidiary acquired or organized by us after May 1, 1987, aslong as that subsidiary is not a
successor to a Restricted Subsidiary;

any subsidiary with principal business and assets |ocated outside the United States (its territories
and possessions) and Canada;

any subsidiary with the principal business of financing our dealers and distributors, aswell as
acquisitions and dispositions of our products by dealers, distributors, or other customers,

any subsidiary with the principal business of owning, leasing, dealing in or developing real
property; and

any subsidiary with substantially all assets consisting of securities of subsidiaries described
above.

Other Definitions

Important Property: means any manufacturing plants or facilities of us or any Restricted Subsidiary
located in the United States, Canada, or Puerto Rico having a gross book value (without deduction for
depreciation) in excess of 1% of Consolidated Net Tangible Assets, other than any plant or other facility our
Board believesis not important to our business as awhole.

Consolidated Net Tangible Assets:. meansthe total of all assets appearing on the consolidated balance
sheet of Caterpillar and its consolidated subsidiaries prepared in accordance with accounting principles generally
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accepted in the United States of America, excluding the sum of (1) all current liabilitiesand (2) al goodwill,
patents, copyrights, trademarks and other like intangibles.

Secured Debt: means indebtedness secured by a mortgage, pledge, lien, security interest or encumbrance
on:

any Important Property of Caterpillar or any Restricted Subsidiary; or

any shares of stock or indebtedness of a Restricted Subsidiary.

Value: meanswith respect to a Sale and Leaseback Transaction, an amount equal to the greater of:

the net proceeds of the sale of the property leased pursuant to the Sale and L easeback
Transaction; or

the fair value of the property at the time of the Sale and L easeback Transaction, as determined by
our Board of Directors.

In either case, the amount derived isfirst divided by the term of the lease and then multiplied by the number
of years remaining on the lease at the time of determination.

Restrictions on Secured Debt (I ndenture Section 1007)

The indenture prohibits us and our Restricted Subsidiaries from creating Secured Debt (without securing the
debt securities equally and ratably with Secured Debt), with the following exceptions:

certain mortgages, pledges, liens, security interests or encumbrances to secure payment of all or

part of the cost of acquisition, construction or improvement of our property or the property of a
Restricted Subsidiary;

mortgages, pledges, liens, security interests or encumbrances on property acquired, whether or no
assumed by us or a Restricted Subsidiary;

4
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mortgages, pledges, liens, security interests or encumbrances on property, stock, or indebtedness
of aRestricted Subsidiary at the time it becomes such;

mortgages, pledges, liens, security interests or encumbrances on property of a corporation mergec
with us or a Restricted Subsidiary or at the time of a disposition of substantially all of the property
of another corporation to us or a Restricted Subsidiary;

mortgages, pledges, liens, security interests, or encumbrances on our property or the property of &
Restricted Subsidiary in favor of agovernmental entity pursuant to contract or statute or to secure
certain indebtedness;

any extension, renewal or replacement of any mortgage, pledge, lien or encumbrance referred to
above; or

any mortgage, pledge, lien, security interest, or encumbrance securing debt owed by usor a
Restricted Subsidiary to us or a Restricted Subsidiary.

In addition to these exceptions, we or a Restricted Subsidiary may create, assume, or guarantee other
Secured Debt without securing the debt securitiesif the total amount of Secured Debt outstanding and value of
Sale and Leaseback Transactions at the time does not exceed 10% of Consolidated Net Tangible Assets.

Restrictions on Sale and Leaseback Transactions (I ndenture Section 1008)

Neither we nor any Restricted Subsidiary can sell or transfer (except to us or a Restricted Subsidiary) any
Important Property we own with the intention of taking back alease on the property, except for alease not
exceeding three years, with the following exceptions:

if we or aRestricted Subsidiary could incur Secured Debt equal to the amount received on asale
or transfer secured by a mortgage on the property to be leased without equally and ratably
securing the debt securities; or

if we or a Restricted Subsidiary apply an amount equal to the value of the property leased to the
retirement, within 120 days after the effective date of the arrangement, of indebtedness for money
borrowed by us or a Restricted Subsidiary recorded as funded debt as of the date of its creation
and which, in the case of indebtedness of us, is nhot subordinated in right of payment to the prior
payment of the debt securities. The amount applied to the retirement of that indebtedness shall be
reduced by (i) the principal amount of any debt securities delivered within 120 days of the
effective date to the Trustee for retirement and cancellation, and (ii) the principal amount of the
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indebtedness, other than debt securities, retired by us or a Restricted Subsidiary within 120 days
of the effective date of the arrangement.

Restriction on Transfer of | mportant Property (I ndenture Section 1009)

Neither we nor a Restricted Subsidiary can transfer Important Property to an Unrestricted Subsidiary except
in limited circumstances. The transfer can occur if we apply an amount equal to the fair value of the property at
the time of transfer (as determined by our Board of Directors) to the retirement of indebtedness of usor a
Restricted Subsidiary that is recorded as funded debt and is not subordinated in right of payment to the debt
securities. The debt retirement must occur within 120 days of the transfer. No retirement referred to in this clause
may be by payment at maturity or under a mandatory prepayment provision.

Events of Default (Indenture Sections 501, 502, 601, 602, and 603)

Unless we indicate otherwise in a prospectus supplement, the following events are defined in the indenture
as "Events of Default" regarding the debt securities of any series:

failure to pay principal of or premium on any debt securities when due;

faillure to pay interest on any debt securities when due, continued for 60 days;

5
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failure to deposit any sinking fund payment when due;

failure to perform any other covenant in the indenture for 60 days after we have received written
notice of the failure;

certain events in bankruptcy, insolvency or reorganization; and

any other Event of Default stipulated.

Unless stated otherwise in a prospectus supplement, any Event of Default on a particular series of debt
securitiesis not necessarily an Event of Default on another series of debt securities.

If an Event of Default occurs on outstanding debt securities of a particular series and continues, the Trustee
or holders of at least 25% of that series’ debt securities may declare the principal amount of all debt securitiesin

the series due and payable. Under certain circumstances, holders of amajority of the debt securitiesin the series
may rescind that declaration.

The Trustee must within 90 days after a default occurs notify the holders of debt securities of that series of
the default if we have not remedied it. The Trustee may withhold notice to the holders of any default (except in
the payment of principal or interest) if it in good faith considers such withholding to be in the interest of holders.
We arerequired to file an annual certificate with the Trustee, signed by an officer, about any default by us under
any provisions of the indenture.

Subject to the provisions of the indenture relating to its duties in case of default, the Trustee shall be under
no obligation to exercise any of itsrights or powers under the indenture at the request, order or direction of any
holders unless such holders offer the Trustee reasonable indemnity. Subject to the provisions for indemnification
the holders of amajority in principal amount of the debt securities of a series may direct the time, method and
place of conducting any proceedings for any remedy available to, or exercising any trust or power conferred on,
the Trustee with respect to such debt securities.

M odification of Indenture (Indenture Section 902)

Under the indenture, our rights and obligations and the rights of the holders of debt securities may be
changed. Certain changes require the consent of the holders of not less than 662/3% in aggregate principal amoun
of the outstanding debt of all seriesto be affected. However, the following changes may not be made without the
consent of each holder of the debt securities:

changes to the stated maturity date of the principal or any interest installment;
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reductionsin the principal amount or interest due;

changes to the place or currency regarding payment of principal;

impairment of the right to institute suit for the enforcement of payment;

reduction in the stated percentage of holders necessary to modify the indenture; or

modifications to any of these requirements or to reduce the percentage of outstanding debt
securities necessary to waive compliance with certain provisions of the indenture or for the
waiver of certain defaults.

Consolidation, Merger, or Sale (Indenture Section 801)
We cannot merge with another company or sell or lease substantially all of our property to another company

unless:

we are the continuing corporation or the successor corporation is a domestic corporation and
expressly assumes the payment of principal of and interest on the debt securities and the
performance and observance of all the covenants and conditions of the indenture binding on us;

we, or the successor corporation, are not immediately after the merger, consolidation, or salein
default in the performance of a covenant or condition in the indenture; and

6
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If asaresult of the merger, consolidation or sale we become subject to a mortgage, pledge, lien,
security interest or other encumbrance not permitted by the indenture, we or the successor
corporation take steps necessary to secure the debt securities equally and ratably with all
Indebtedness secured.

Defeasance (I ndentur e Sections 1301 through 1305)

Under certain circumstances we may be discharged from our obligations on the debt securities of a series at
any time before the stated maturity if we deposit with the Trustee money or certain equivalents sufficient to pay
principal of and interest on the debt securities. One condition for such defeasance is that we must deliver to the
Trustee an opinion of counsel that holders of the debt securities will not recognize income, gain or loss for
federal income tax purposes as a result of the defeasance.

CLEARING AND SETTLEMENT
The following discussion pertains to debt securities that are issued in book-entry only form.
The Clearing Systems

In the event that the debt securities are issued in book-entry only form, the debt securities may be settled
through DTC. Unless the prospectus supplement to this prospectus provides otherwise, debt securities in book-
entry only form may also be settled through accounts maintained at Clearstream Banking, société anonyme,

L uxembourg, commonly known as Clearstream, or the Euroclear System, commonly known as Euroclear. In this
case, links will be established among DTC, Clearstream and Euroclear to facilitate the issuance of the debt
securities and cross-market transfers of the debt securities associated with secondary market trading. DTC is
linked indirectly to Clearstream and Euroclear through the depositary accounts of their respective U.S.
depositaries.

The clearing systems have advised us as follows:
DTC

DTC isalimited-purpose trust company organized under the New Y ork Banking Law, a banking
organization within the meaning of the New Y ork Banking Law, a member of the United States Federal Reserve
System, a clearing corporation within the meaning of the New Y ork Uniform Commercial Code and a clearing
agency registered under Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its
participants, known as DTC participants, deposit with DTC. DTC aso facilitates the settlement among DTC
participants of securities transactions, such as transfers and pledges, in deposited securities through computerizec
records for DTC participants accounts. This eliminates the need to exchange certificates. DTC participants
include securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations.
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DTC's book-entry system is aso used by other organizations such as securities brokers and dealers, banks
and trust companies that work through a DTC participant. The rules that apply to DTC and its participants are on
file with the SEC.

DTC isowned by a number of its DTC participants and by the New Y ork Stock Exchange, Inc., The
American Stock Exchange, LLC and the National Association of Securities Dealers, Inc.

Upon receipt of any payment of principal or interest, DTC will credit DTC participants accounts on the
payment date according to their respective holdings of beneficial interestsin the global securities as shown on
DTC'srecords. In addition, it is DTC's current practice to assign any consenting or voting rightsto DTC
participants whose accounts are credited with securities on arecord date, by using an omnibus proxy. Payments
by DTC participants to owners of beneficial interestsin the global securities, and voting by DTC participants,
will be governed by the customary practices between the DTC participants and owners of beneficial interests, as
is the case with securities held for the account of customers
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registered in street name. However, these payments will be the responsibility of the DTC participants and not of
DTC, thetrustee, or Caterpillar.

Clearstream

Clearstream is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds
securities for its participating organizations, known as Clearstream participants, and facilitates the clearance and
settlement of securities transactions between Clearstream participants through electronic book-entry changesin
accounts of Clearstream participants, eliminating the need for physical movement of certificates. Clearstream
providesto Clearstream participants, among other things, services for safekeeping, administration, clearance and
settlement of internationally traded securities and securities lending and borrowing. Clearstream interfaces with
domestic marketsin several countries. As a professiona depositary, Clearstream is subject to regulation by the
L uxembourg Monetary Institute. Clearstream participants are recognized financial institutions around the world,
including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and certain
other organizations and may include the underwriters. Indirect accessto Clearstream is also available to others,
such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a
Clearstream participant either directly or indirectly.

Distributions with respect to debt securities held beneficially through Clearstream will be credited to cash
accounts of Clearstream participants in accordance with its rules and procedures, to the extent received by the U.
S. depositary for Clearstream.

Euroclear

Euroclear was created in 1968 to hold securities for its participants, known as Euroclear participants, and to
clear and settle transactions between Euroclear participants and between Euroclear participants and participants
of certain other securities intermediaries through simultaneous electronic book-entry delivery against payment,
eliminating the need for physical movement of certificates and any risk from lack of simultaneous transfers of
securities and cash. Euroclear is owned by Euroclear Clearance System Public Limited Company and operated
through alicense agreement by Euroclear Bank S.A./N.V., known as the Euroclear operator. The Euroclear
operator provides Euroclear participants, among other things, with safekeeping, administration, clearance and
settlement, securities lending and borrowing and related services. Euroclear participants include banks (including
central banks), securities brokers and dealers and other professional financial intermediaries and may include the
underwriters.

Indirect access to Euroclear is also available to others that clear through or maintain a custodial relationship
with a Euroclear participant, either directly or indirectly.

The Euroclear operator is regulated and examined by the Belgian Banking and Finance Commission.

Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Terms and
Conditions Governing Use of Euroclear and the related Operating Procedures of the Euroclear System, and
applicable Belgian law, collectively referred to as the terms and conditions. The terms and conditions govern
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transfers of securities and cash within Euroclear, withdrawals of securities and cash from Euroclear, and receipts
of payments with respect to securitiesin Euroclear. All securitiesin Euroclear are held on afungible basis
without attribution of specific certificates to specific securities clearance accounts. The Euroclear operator acts
under the terms and conditions only on behalf of Euroclear participants, and has no record of or relationship with
persons holding through Euroclear participants.

Distributions with respect to debt securities held beneficially through Euroclear will be credited to the cash

accounts of Euroclear participants in accordance with the terms and conditions, to the extent received by the U.S.
depositary for Euroclear.
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Global Clearance and Settlement Procedures

Initial settlement for the debt securities will be made in same-day funds. Secondary market trading between
DTC participants will occur in the ordinary way in accordance with DTC rules and will be settled in same-day
funds using DTC's Same-Day Funds Settlement System. In the event that the prospectus supplement to this
prospectus provides that the debt securities may also be settled through Clearstream and Euroclear, secondary
market trading between Clearstream participants and/or Euroclear participants will occur in the ordinary way in
accordance with the applicable rules and operating procedures of Clearstream and Euroclear and will be settled
using the procedures applicable to conventional eurobonds in same-day funds.

Cross-market transfers between persons holding directly or indirectly through DTC participants, on the one
hand, and directly or indirectly through Clearstream or Euroclear participants, on the other, will be effected in
DTC in accordance with DTC rules on behalf of the European international clearing system by its U.S.
depositary; however, these cross-market transactions will require delivery of instructions to the European
international clearing system by the counterparty in such system in accordance with its rules and procedures and
within its established deadlines (European time). The European international clearing system will, if atransactior
meets its settlement requirements, deliver instructionsto its U.S. depositary to take action to effect final
settlement on its behalf by delivering or receiving debt securitiesin DTC, and making or receiving payment in
accordance with normal procedures for settlement in DTC. Clearstream participants and Euroclear participants
may not deliver instructions directly to their respective U.S. depositary.

Because of time-zone differences, credits of debt securities received in Clearstream or Euroclear as aresult
of atransaction with a DTC participant will be made during subsequent securities settlement processing and
dated the business day following the DTC settlement date. The credits or any transactions in the debt securities
settled during this processing will be reported to the Clearstream or Euroclear participants on the same business
day. Cash received in Clearstream or Euroclear as aresult of sales of the debt securities by or through a
Clearstream participant or a Euroclear participant to a DTC participant will be received with value onthe DTC
settlement date but will be available in the Clearstream or Euroclear cash account only as of the business day
following settlement in DTC.

Although DTC, Clearstream and Euroclear are expected to follow these proceduresin order to facilitate
transfers of the debt securities among participants of DTC, Clearstream and Euroclear, they will be under no
obligation to perform or continue to perform these procedures and these procedures may be changed or
discontinued at any time.

UNITED STATESTAXATION

This section describes the material United States federal income tax consequences of owning the debt
securities we are offering. This discussion appliesto you only if you acquire debt securities in the offering and
you hold your debt securities as capital assets for tax purposes. This section does not apply to you if you are a
member of aclass of holders subject to special rules, such as:
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adeder in securities or currencies,

atrader in securities that elects to use a mark-to-market method of accounting for your securities
holdings,

abank,

alife insurance company,

atax-exempt organization,

a person that owns debt securities that are a hedge or that are hedged against interest rate risks,

aperson that owns debt securities as part of a straddle or conversion transaction for tax purposes,
or

a United States holder (as defined below) whose functional currency for tax purposesis not the U
S. dollar.

If you purchase debt securities at a price other than the offering price, the amortizable

9
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bond premium or market discount rules may also apply to you. Y ou should consult your own tax advisor
regarding this possibility.

This section deals only with debt securities that are due to mature 30 years or less from the date on which
they are issued. The United States federal income tax consequences of owning debt securities that are due to
mature more than 30 years from their date of issue will be discussed in an applicable prospectus supplement.

This section is based on the Internal Revenue Code of 1986, as amended, its legislative history, existing and
proposed regulations under the Internal Revenue Code, published rulings and court decisions, all as currently in
effect. These laws are subject to change, possibly on aretroactive basis.

If a partnership holds the debt securities, the United States federal income tax treatment of a partner will
generally depend on the status of the partner and the tax treatment of the partnership. A partner in a partnership
holding the debt securities should consult its tax advisor with regard to the United States federal income tax
treatment of an investment in the debt securities.

Please consult your own tax advisor concer ning the consequences of owning these debt securities in your
particular circumstances under the Code and the laws of any other taxing jurisdiction.

United StatesHolders

This subsection describes the tax consequences to a United States holder. Y ou are a United States holder if
you are a beneficial owner of adebt security and you are:

acitizen or resident of the United States,

adomestic corporation,

an estate whose income is subject to United States federal income tax regardless of its source, or

atrust if aUnited States court can exercise primary supervision over the trust's administration anc
one or more United States persons are authorized to control all substantial decisions of the trust.

If you are not a United States holder, this subsection does not apply to you and you should refer to "—
United States Alien Holders" below.

Payments of | nterest

Except as described below in the case of interest on a discount note that is not qualified stated interest, each
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as defined below under "—Original I1ssue Discount—General”, you will be taxed on any interest on your debt
security as ordinary income at the time you receive the interest or when it accrues, depending on your method of
accounting for tax purposes.

Original Issue Discount

General. A debt security will be treated as a discount note issued at an original issue discount if the
amount by which the debt security's stated redemption price at maturity exceeds itsissue price is more than ade
minimis amount. Generally, a debt security'sissue price will be the first price at which a substantial amount of
debt securities included in the issue of which the debt security isapart is sold to persons other than bond houses,
brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents, or
wholesalers. A debt security's stated redemption price at maturity is the total of all payments provided by the deb
security that are not payments of qualified stated interest. Generally, an interest payment on a debt security is
qgualified stated interest if it is one of a series of stated interest payments on a debt security that are
unconditionally payable at least annually at a single fixed rate, with certain exceptions for lower rates paid during
some periods, applied to the outstanding principal amount of the debt security.

In general, your debt security is not adiscount note if the amount by which its stated redemption price at
maturity exceeds its issue priceis less than the de minimis amount of /4 of 1 percent of its stated redemption
price at maturity multiplied by the number of complete yearsto its maturity. Your debt security will have de
minimis original issue discount if the amount of the excessis less than the de minimis amount. If your debt
security has de minimis original issue discount, you must include the de minimis amount

10
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in income as stated principal payments are made on the debt security, unless you make the el ection described
below under "—Election to Treat All Interest as Original Issue Discount”. Y ou can determine the includible
amount with respect to each such payment by multiplying the total amount of your debt security's de minimis
original issue discount by a fraction equal to:

the amount of the principal payment made divided by:

the stated principal amount of the debt security.

Generally, you must include original issue discount, or OID, in income before you receive cash attributable
to that income. The amount of OID that you must include in income is calculated using a constant-yield method,
and generaly you will include increasingly greater amounts of OID inincome over the life of your debt security.
More specifically, you can calculate the amount of OID that you must include in income by adding the daily
portions of OID with respect to your discount note for each day during the taxable year or portion of the taxable
year that you hold your discount note. Y ou can determine the daily portion by allocating to each day in any
accrual period a pro rata portion of the OID allocable to that accrual period. Y ou may select an accrual period of
any length with respect to your discount note and you may vary the length of each accrual period over the term of
your discount note. However, no accrual period may be longer than one year and each scheduled payment of
interest or principal on the discount note must occur on either the first or final day of an accrual period.

Y ou can determine the amount of OID allocable to an accrual period by:

multiplying your discount note's adjusted issue price at the beginning of the accrual period by
your note's yield to maturity, and then

subtracting from this figure the sum of the payments of qualified stated interest on your debt
security allocable to the accrual period.

Y ou must determine the discount note's yield to maturity on the basis of compounding at the close of each
accrual period and adjusting for the length of each accrual period. Further, you determine your discount note's
adjusted issue price at the beginning of any accrual period by:

adding your discount note's issue price and any accrued OID for each prior accrua period, and
then

subtracting any payments previously made on your discount note that were not qualified stated
interest payments.
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If an interval between payments of qualified stated interest on your discount note contains more than one
accrual period, then, when you determine the amount of OID allocable to an accrual period, you must allocate the
amount of qualified stated interest payable at the end of the interval, including any qualified stated interest that is
payable on the first day of the accrual period immediately following the interval, pro ratato each accrual period
in the interval based on their relative lengths. In addition, you must increase the adjusted issue price at the
beginning of each accrual period in the interval by the amount of any qualified stated interest that has accrued
prior to the first day of the accrual period but that is not payable until the end of the interval. Y ou may compute
the amount of OID allocable to an initial short accrual period by using any reasonable method if all other accrual
periods, other than afinal short accrual period, are of equal length.

The amount of OID allocable to the final accrual period is equal to the difference between:

the amount payable at the maturity of your debt security, other than any payment of qualified
stated interest, and

your debt security's adjusted issue price as of the beginning of the final accrual period.

11
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Acquisition Premium. If you purchase your debt security for an amount that is less than or equal to the
sum of al amounts, other than qualified stated interest, payable on your debt security after the purchase date but
is greater than the amount of your debt security's adjusted issue price, as determined above under "—General”,
the excessis acquisition premium. If you do not make the election described below under "—Election to Treat
All Interest as Original Issue Discount”, then you must reduce the daily portions of OID by afraction equal to:

the excess of your adjusted basis in the debt security immediately after purchase over the adjustec
Issue price of the debt security

divided by:

the excess of the sum of all amounts payable, other than qualified stated interest, on the debt
security after the purchase date over the note's adjusted issue price.

Pre-Issuance Accrued Interest. An election may be made to decrease the issue price of your debt
security by the amount of pre-issuance accrued interest if:

aportion of the initial purchase price of your debt security is attributable to pre-issuance accrued
interest,

the first stated interest payment on your debt security is to be made within one year of your debt
security's issue date, and

the payment will equal or exceed the amount of pre-issuance accrued interest.

If this election is made, a portion of the first stated interest payment will be treated as a return of the
excluded pre-issuance accrued interest and not as an amount payable on your debt security.

Optional Redemption and Tax Event Redemption. In certain circumstances we may be obligated to
make payments on the debt securities in excess of stated interest and principal. We intend to take the position tha
the debt securities should not be treated as contingent payment debt instruments because of these additional
payments. Assuming such position is respected, you would be required to include in income the amount of any
such additional payment at the time such payments are received or accrued in accordance with your method of
accounting for U.S. federal income tax purposes. If the IRS successfully challenged this position, and the debt
securities were treated as contingent payment debt instruments, you could be required to accrue interest income
at arate higher than the stated interest rate on the note and to treat as ordinary income, rather than capital gain,
any gain recognized on a sale, exchange or redemption of a debt security. You are urged to consult your own tax
advisors regarding the potential application to the debt securities of the contingent payment debt instrument rules
and the consequences thereof.
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Election to Treat All Interest as Original Issue Discount. Y ou may elect to include in gross income al
interest that accrues on your debt security using the constant-yield method described above under "—Genera”,
with the modifications described below. For purposes of this election, interest will include stated interest, OID,
de minimis original issue discount, market discount, de minimis market discount and unstated interest, as adjustec
by any amortizable bond premium or acquisition premium.

If you make this election for your debt security, then, when you apply the constant-yield method:

the issue price of your debt security will equal your cost,

the issue date of your debt security will be the date you acquired it, and

no payments on your debt security will be treated as payments of qualified stated interest.

Generdly, this election will apply only to the debt security for which you make it. Y ou may not revoke any
election to apply the constant-yield method to all interest on a debt security.

Purchase, Sale and Retirement of the Debt Securities

Y our tax basisin your debt security will generally beits cost, adjusted by:

adding any OID or de minimis original issue discount previously included in

12
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income with respect to your debt security, and then

subtracting any payments on your debt security that are not qualified stated interest payments.

Y ou will generally recognize gain or loss on the sale or retirement of your debt security equal to the
difference between the amount you realize on the sale or retirement and your tax basisin your debt security.

Y ou will recognize capital gain or loss when you sell or retire your debt security, except to the extent
attributable to accrued but unpaid interest or the rules governing contingent payment obligations apply. Capital
gain of anoncorporate United States holder that is recognized in taxable years beginning before January 1, 2011
is generally taxed at a maximum rate of 15% where the holder has a holding period greater than one year.

United States Alien Holders

This subsection describes the tax consequences to a United States alien holder. You are a United States alier
holder if you are the beneficial owner of a debt security and are not a United States holder.

If you are a United States holder, this subsection does not apply to you.

Under United States federal income and estate tax law, and subject to the discussion of backup withholding
below, if you are a United States alien holder of a debt security:

we and other U.S. payors generally will not be required to deduct United States withholding tax
from payments of principal, premium, if any, and interest, including OID, to you if, in the case of
payments of interest:

you do not actually or constructively own 10% or more of the total combined voting power of al
classes of stock of Caterpillar entitled to vote,

you are not a controlled foreign corporation that is related to Caterpillar through stock ownership,
and

the U.S. payor does not have actual knowledge or reason to know that you are a United States
person and:

a
you have furnished to the U.S. payor an Internal Revenue Service Form W-8BEN or an
acceptable substitute form upon which you certify, under penalties of perjury, that you are
(or, in the case of a United States alien holder that is a partnership or an estate or trust,
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such forms certifying that each partner in the partnership or beneficiary of the estate or
trust is) a non-United States person,

in the case of payments made outside the United States to you at an offshore account
(generally, an account maintained by you at a bank or other financia institution at any
location outside the United States), you have furnished to the U.S. payor documentation
that establishes your identity and your status as the beneficial owner of the payment for
United States federal income tax purposes and as a non-United States person,

the U.S. payor has received awithholding certificate (furnished on an appropriate Internal
Revenue Service Form W-8 or an acceptabl e substitute form) from a person claiming to
be:

awithholding foreign partnership (generaly aforeign partnership that has entered
into an agreement with the Internal Revenue Service to assume primary
withholding responsibility with respect to distributions and guaranteed payments i
makes to its partners),

aqualified intermediary (generally anon-United States financial institution or
clearing organization or a non-United

13
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States branch or office of a United States financial institution or clearing
organization that is a party to awithholding agreement with the Internal Revenue
Service), or

iii.
aU.S. branch of anon-United States bank or of a non-United States insurance
company,

and the withholding foreign partnership, qualified intermediary or U.S. branch has
received documentation upon which it may rely to treat the payment as made to a non-
United States person that is, for United States federal income tax purposes, the beneficial
owner of the payment on the debt securities in accordance with U.S. Treasury regulations
(or, inthe case of aqualified intermediary, in accordance with its agreement with the
Internal Revenue Service),

the U.S. payor receives a statement from a securities clearing organization, bank or other
financial institution that holds customers' securities in the ordinary course of its trade or
business,

i
certifying to the U.S. payor under penalties of perjury that an Internal Revenue
Service Form W-8BEN or an acceptabl e substitute form has been received from
you by it or by asimilar financial institution between it and you, and

to which is attached a copy of the Internal Revenue Service Form W-8BEN or
acceptable substitute form, or

the U.S. payor otherwise possesses documentation upon which it may rely to treat the
payment as made to a non-United States person that is, for United States federal income
tax purposes, the beneficial owner of the payments on the debt securities in accordance
with U.S. Treasury regulations; and

no deduction for any United States federal withholding tax will be made from any gain that you
realize on the sale or exchange of your debt security.

Further, a debt security held by an individual who at death is not a citizen or resident of the United States
will not be includible in the individual's gross estate for United States federal estate tax purposesif:
the decedent did not actually or constructively own 10% or more of the total combined voting

power of all classes of stock of Caterpillar entitled to vote at the time of death, and
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the income on the note would not have been effectively connected with a United States trade or
business of the decedent at the same time.

Backup Withholding and I nfor mation Reporting

In generdl, if you are a noncorporate United States holder, we and other payors are required to report to the
Internal Revenue Service all payments of principal of and any premium and interest on your debt security, and
the accrual of OID on adiscount note. In addition, we and other payors are required to report to the Internal
Revenue Service any payment of proceeds of the sale of your debt security before maturity within the United
States. Additionally, backup withholding will apply to any payments, including payments of OID, if you fail to
provide an accurate taxpayer identification number, or you are notified by the Internal Revenue Service that you
have failed to report al interest and dividends required to be shown on your federal income tax returns.

In genera, if you are a United States alien holder, payments of principal, premium or interest, including
OID, made by us and other payors to you will not be subject to backup withholding and information reporting,
provided that the certification requirements described above under "—United States Alien Holders" are satisfied
or you otherwise establish an exemption. However, we and other payors are required to
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report payments of interest on your debt securities on Internal Revenue Service Form 1042-S even if the
payments are not otherwise subject to information reporting requirements. In addition, payment of the proceeds
from the sale of debt securities effected at a United States office of a broker will not be subject to backup
withholding and information reporting provided that:

the broker does not have actual knowledge or reason to know that you are a United States person
and you have furnished to the broker:

an appropriate Internal Revenue Service Form W-8 or an acceptabl e substitute form upon which
you certify, under penalties of perjury, that you are not a United States person, or

other documentation upon which it may rely to treat the payment as made to a non-United States
person in accordance with U.S. Treasury regulations, or

you otherwise establish an exemption.

If you fail to establish an exemption and the broker does not possess adequate documentation of your status
as anon-United States person, the payments may be subject to information reporting and backup withholding.
However, backup withholding will not apply with respect to payments made to an offshore account maintained
by you unless the broker has actual knowledge that you are a United States person.

In general, payment of the proceeds from the sale of debt securities effected at a foreign office of a broker
will not be subject to information reporting or backup withholding. However, a sale effected at aforeign office of
a broker will be subject to information reporting and backup withholding if:

the proceeds are transferred to an account maintained by you in the United States,

the payment of proceeds or the confirmation of the sale ismailed to you at a United States
address, or

the sale has some other specified connection with the United States as provided in U.S. Treasury
regulations, unless the broker does not have actual knowledge or reason to know that you are a
United States person and the documentation requirements described above (relating to a sale of
debt securities effected at a United States office of a broker) are met or you otherwise establish ar
exemption.

In addition, payment of the proceeds from the sale of debt securities effected at aforeign office of a broker
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will be subject to information reporting if the broker is:

aUnited States person,

acontrolled foreign corporation for United States tax purposes,

aforeign person 50% or more of whose gross income is effectively connected with the conduct of
aUnited States trade or business for a specified three-year period, or

aforeign partnership, if at any time during its tax year:

one or more of its partners are "U.S. persons’, as defined in U.S. Treasury regulations, who in the
aggregate hold more than 50% of the income or capital interest in the partnership, or

such foreign partnership is engaged in the conduct of a United States trade or business,

unless the broker does not have actual knowledge or reason to know that you are a United States person and the
documentation requirements described above (relating to a sale of debt securities effected at a United States
office of abroker) are met or you otherwise establish an exemption. Backup withholding will apply if the saleis
subject to information reporting and the broker has actual knowledge that you are a United States person.

PLAN OF DISTRIBUTION

We may sell the debt securities (a) through underwriters or dealers; (b) directly to one or more purchasers;
or (c) through agents. The prospectus supplement will include the names of
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underwriters, dealers or agents retained. The prospectus supplement also will include the purchase price of the
debt securities, Caterpillar's proceeds from the sale, any underwriting discounts or commissions and other items
constituting underwriters' compensation.

The underwriters will acquire the debt securities for their own account. They may resell the debt securities
in one or more transactions, including negotiated transactions, at a fixed public offering price or at varying prices
determined at the time of sale. The obligations of the underwriters to purchase the securities will be subject to
certain conditions. The underwriters will be obligated to purchase all the securities offered if any of the securities
are purchased. Any initial public offering price and any discounts or concessions allowed or re-allowed or paid tc
dealers may be changed from time to time.

Underwriters, deaers, and agents that participate in the distribution of the debt securities may be
underwriters as defined in the Securities Act, and any discounts or commissions received by them from us and
any profit on the resale of the debt securities by them may be treated as underwriting discounts and commissions
under the Securities Act.

We may have agreements with the underwriters, dealers, and agents to indemnify them against certain civil
liabilities, including liabilities under the Securities Act, or to contribute with respect to payments which the
underwriters, dealers or agents may be required to make.

Underwriters, dealers and agents may engage in transactions with, or perform services for, us or our
subsidiariesin the ordinary course of their businesses.

VALIDITY OF THE DEBT SECURITIES

The validity of the debt securities will be passed upon for Caterpillar by Bryon Koepke and for the
underwriters or agents by Sullivan & Cromwell LLP, New Y ork, New Y ork.

EXPERTS

The financia statements and management's assessment of the effectiveness of internal control over financial
reporting (which isincluded in Management's Report on Internal Control over Financial Reporting) incorporated
in this prospectus by reference to the Annual Report on Form 10-K/A for the fiscal year ended December 31,
2005 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent
registered public accounting firm, given on the authority of said firm as experts in auditing and accounting.
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