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                   Subject: Caterpillar Inc. Comments on
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Introduction to Caterpillar

Caterpillar Inc. is pleased to provide the following comments on the

proposed General Guidelines for Voluntary Greenhouse Gas Reporting.

Caterpillar, with world headquarters in Peoria, IL., is the world' leading

manufacturer of construction and mining equipment, diesel and natural gas

engines and industrial gas turbines.  The company is a technology leader in

construction, transportation, mining, forestry, energy, logistics,

electronics, financing and electric power generation.

Caterpillar products are manufactured in 50 U.S. facilities and in 65 other

locations including Australia, Belgium, Brazil, Canada, China, England,

France, Germany, Hungary, India, Indonesia, Ireland, Italy, Japan,

Malaysia, Mexico, The Netherlands, Nigeria, Northern Ireland, Poland,

Russia, South Africa, and Sweden.

Marketing headquarters are located in five U.S. cities, as well as in

Australia, Brazil, China, England, Germany, India, Japan, Russia, Singapore

and Switzerland.

Caterpillar operates 30 U.S. logistics facilities, and another 40

facilities in other parts of the world.  This logistics network provides

worldwide product support capabilities to internal Caterpillar customers

and over 200 Caterpillar dealers, and customized service for external

clients.

For more than 75 years, Caterpillar has been building the world's

infrastructure, and in partnership with its dealers, is driving positive

and sustainable change on every continent.  This long-term experience has

led us to recognize that balanced decision making and responsible corporate

citizenship are good for both our business and the world around us.

Caterpillar is committed to enabling positive and responsible growth around

the world, and we believe in the value of economic, social and

environmental responsibility.

Overview

Recognizing our role as a multinational, global corporation, Caterpillar

participates in a number of environmental and socially responsible

activities in addition to maintaining a strong presence in industry and

government partnership programs.

Caterpillar is an active member of the World Business Council for

Sustainable             Development.  We also were recently named to the

Dow Jones Sustainability World Index, which recognizes companies that lead

their industries in corporate social responsibility.

The Company is also sensitive global climate change issues.  We have

followed the developing and diverse U.S. national, state, NGO and

international debates related to global warming, the Kyoto Protocol

controversies, and the positions that many nations hold on the issues.

Regardless of national differences, most countries in which Caterpillar

operates have committed to GHG reduction programs to which we will have to

respond.

Caterpillar faces the task of designing GHG programs that satisfy the

diverse requirements to reduce, avoid, offset or sequester GHG emissions in

over 20 countries.  However, inventory and reporting requirements vary from

one country to another and one program to another.  The lack of uniformity

across GHG programs for conducting inventories and reporting reductions

adds to the confusion and the burden of program development for

international companies such as ours.

Commitment and Direction

Caterpillar is committed to a corporate wide greenhouse gas (GHG) program.

The creation of a worldwide GHG program is a daunting task for the number

of facilities that exist.  The common universal thread for GHG program

development, including inventories and reporting, is energy.  The Company

embarked on a worldwide energy efficiency program in 2000 as part of the

GHG initiative.  The energy database contains information on fuel and

electricity usage at each facility in each country where we operate.  This

information forms the base for GHG program development in each country

where a GHG program will be required.

Our initial basic GHG database has been confined to estimates of absolute

direct and indirect CO2 emissions from facility operations.  As time goes

by we will modify the database to accommodate changes as GHG programs

mature around the world.  This task will become easier as compatible

guidelines for inventorying and reporting emission reductions are developed

internationally.

Caterpillar Involvement in U.S. Voluntary GHG Programs

Caterpillar is an active member of the Business Roundtable's RESOLVE

program.  The RESOLVE program mobilizes the resources and expertise of

Business Roundtable member companies behind the goal of enhanced voluntary

action to control greenhouse gas (GHG) emissions and improve the GHG

intensity of the U.S. economy.  We recently joined Climate Leaders, a

voluntary program established by the United States Environmental Protection

Agency (EPA), which focuses on developing solutions to reduce GHG emissions

and address the challenges of global climate change.

Defining Reporting Entities and Boundaries

Relationship to U.S. GHG Programs

Caterpillar assumes that the primary focus of the DOE 1605 (b) program and

its ties to the President's climate change goals focus primarily on

reporting annual GHG emissions or reductions in the United States, and

registering reductions when they can be justified.    The proposed rule

allows reporting entities the flexibility to establish the operational

boundaries for GHG reporting, and reporting and registration of GHG

reductions in an entity statement that may be revised from time-time.

Caterpillar is concerned about the need to develop an additional database

and inventory and reporting scheme to support proposed 1605 (b) guidelines

and emission intensity indicators as the basis for determining emissions

reductions in the U.S.  Indeed Caterpillar is concerned that it must

develop additional schemes to support each voluntary program it enters as

well, e.g., the U.S. EPA Climate Leaders program. We would like assurance

that DOE will coordinate its 1605 (b) activities with other federal GHG

programs to minimize inefficiencies and resource requirements for voluntary

GHG program participants.

Additionally, Caterpillar is concerned that it must develop a major

corporate program based on policy moving targets on several fronts.  First,

it is being asked to develop a firm GHG program based on moving targets,

i.e. changing general and technical guidelines.  We agree with the BRT

assessment that DOE will be developing detailed Technical Guidelines to

supplement its proposed General Guidelines.  Until the details of the

Technical Guidelines are made available, it is difficult to evaluate and

comment fully on the proposed General Guidelines since the two are closely

intertwined and the Technical Guidelines will clarify how many aspects of

the General Guidelines will be interpreted and applied.  Thus, DOE needs to

provide further opportunities for comment on the General Guidelines once

the Technical Guidelines are proposed and should finalize both sets of

guidance as a single package.

Second, DOE does not describe the sectors for which technical guidelines

will be developed.  Caterpillar is concerned that it must exert significant

resources to revise its program based on the current proposal only to have

to develop a different program scheme to respond to future specific sector

requirements.

Third, little guidance has been provided in the proposal regarding the

emission factors that should be used to calculate GHG emissions to provide

entity program reporting and registry consistency.  Caterpillar has been

using a composite of factors (tailored to its specific operations) provided

by a U.S. EPA consultant to Climate Leaders, U.S. EPA AP ? 42 emission

factors and U.N. Intergovernmental Panel on Climate Change (IPCC)

guidelines to determine the magnitude of its GHG emission worldwide.

Caterpillar suggests that DOE open the issue of emission factors as part of

the proposed 1605 (b) guidelines development in order to strive for

consistency.

International Considerations

The proposed 1605 (b) text does not limit reporting to domestic projects,

and implicitly allows an entity to include non-U.S. holdings if they desire

to go that route.  Sec. 300.5 (c) does, however require, the documentation

of changes in GHG project reductions outside the U.S. that are part of 1605

(b) reporting.

Caterpillar's concern is that guidance regarding treatment of activities

outside the U.S. in the 1605 (b) program are not specifically addressed in

the proposed language, although the preamble asks for comments on a number

of cross-cutting issues related directly to entity boundaries and

international emissions reductions.

These international issues are exceptionally important to Caterpillar in

that agreement has yet to be reached between individual nations and

organizations, such as the European Union, on how the registered reduction

credits will be allocated, and how international trading will be conducted.

We suggest that, with the exception of the provisions of Sec. 300.5 (c),

international activities should be the subject of proposals separate from

the current proposed 1605 (b).

De Minimus Facility Reporting Levels

As stated in the Introduction to Caterpillar section, we said that

Caterpillar has 50 manufacturing facilities, and 30 logistics (generally

warehousing) operations in the U.S.  In addition Caterpillar owns or leases

office space in a large number of facilities throughout the U.S.  Our

analysis of the GHG emissions from the logistics and office facilities in

the U.S. are approximately 5% of total annual emissions.  Caterpillar's

concern is that it will have to commit additional time and expense to

account for small, disperse GHG emission sources with minimal benefit from

their inclusion in our emission inventory.

The 1605 (b) proposal defined the de minimus level to be 3% of total annual

emissions.  Caterpillar feels that a 5% level is more appropriate, and

would significantly reduce the reporting burden and allow us to focus our

efforts on significant sources.

Further, DOE proposes that inventories include estimate of all six GHGs.

We have found that our processes and operation emit insignificant amounts

of some of the GHGs, e.g., HFCs, PFCs, and SF6.  We suggest that companies

should be allowed to exclude GHGs emitted in insignificant quantities from

the inventory process.

Baseline Year

Section 300.8 of the proposed 1605 (b) guidelines allows an entity to

establish a base year or base period emissions that occurred over the full

year (or average annual emissions over the full multi-year period)

immediately preceding the first year of calculated emissions.  Since

Caterpillar initiated its program in 1999, its first full year of emissions

data is for the year 2000.  Therefore the Caterpillar base year is the year

2000 for reporting under the proposed rule.  However, if we wish to

register reductions that resulted from our program, we would only be able

to register those emission reductions calculated using a base year no

earlier than 2002 (or base period of up to four sequential years ending no

earlier than 2002).

Caterpillar's concern is that this approach results in an unfair penalty

even though a real environmental benefit accrued from program reductions

that occurred in the years 2000 - 2002.  While these reductions may not be

able to be registered under proposed 1605 (b), we believe that this does

not preclude their registration and use under other voluntary U.S. or

international GHG reduction programs.

Caterpillar would be happy to assist with the continued development of this

important guidance.

Respectfully,

W.S. Born

Director, Social Responsibility

