
Explanation of Non-GAAP Financial Measures for the 

Three and nine months ended September 30, 2021 

 

The following provides definitions and other information regarding the non-GAAP financial 

measures discussed by the Company which may not be the same as or comparable to similar 

measures presented by other companies: 

• Base Business: Base Business refers to non-GAAP measures of operating results that exclude 

certain items. Base Business operating results exclude, as applicable, a loss on the early 

extinguishment of debt, a value-added tax matter in Brazil, benefits resulting from the Global 

Growth and Efficiency Program, acquisition-related costs and a benefit related to a  

reorganization of the ownership structure of certain foreign subsidiaries and a new operating 

structure implemented within one of the Company's divisions. 

• Organic sales growth: Net sales growth excluding the impact of foreign exchange, acquisitions 

and divestments. 

• Free cash flow before dividends: Net cash provided by operations less Capital expenditures. 

The Company discusses Net sales growth (GAAP) and Organic sales growth (non-GAAP). 

Management believes the organic sales growth measure provides investors and analysts with 

useful supplemental information regarding the Company’s underlying sales trends by presenting 

sales growth excluding the external factor of foreign exchange as well as the impact from 

acquisitions and divestments. See “Geographic Sales Analysis Percentage Changes” for the three 

and nine months ended September 30, 2021 versus 2020 for a comparison of Organic sales 

growth to Net sales growth in accordance with GAAP.  

Worldwide Gross profit, Gross profit margin, Other (income) expense, net, Operating profit, 

Operating profit margin, Effective income tax rate, Net income attributable to Colgate-Palmolive 

Company and Diluted earnings per common share are disclosed on both an as reported (GAAP) 

and Base Business (non-GAAP) basis. These non-GAAP financial measures exclude items that, 

either by their nature or amount, management would not expect to occur as part of the 



Company’s normal business on a regular basis, such as restructuring charges, charges for certain 

litigation and tax matters, gains and losses from certain acquisitions, divestitures and certain 

other unusual, non-recurring items. Investors and analysts use these financial measures in 

assessing the Company’s business performance, and management believes that presenting these 

financial measures on a non-GAAP basis provides them with useful supplemental information to 

enhance their understanding of the Company’s underlying business performance and trends. 

These non-GAAP financial measures also enhance the ability to compare period-to-period 

financial results. See “Non-GAAP Reconciliations” for the three and nine months ended 

September 30, 2021 and 2020 for a reconciliation of these financial measures to the related 

GAAP measures. 

The Company uses these financial measures internally in its budgeting process, to evaluate 

segment and overall operating performance and as factors in determining compensation. While 

the Company believes that these financial measures are useful in evaluating the Company’s 

underlying business performance and trends, this information should be considered as 

supplemental in nature and is not meant to be considered in isolation or as a substitute for the 

related financial information prepared in accordance with GAAP. 

As management uses free cash flow before dividends to evaluate the Company’s ability to satisfy 

current and future obligations, pay dividends, fund future business opportunities and repurchase 

stock, the Company believes that it provides useful information to investors. Free cash flow 

before dividends is not a measure of cash available for discretionary expenditures since the 

Company has certain non-discretionary obligations such as debt service that are not deducted 

from the measure. See “Condensed Consolidated Statements of Cash Flows” for the nine months 

ended September 30, 2021 and 2020 for a comparison of free cash flow before dividends to Net 

cash provided by operations as reported in accordance with GAAP. 

 


