
Explanation of Non-GAAP Financial Measures for the 

Three and nine months ended September 30, 2015 

 

The Company discusses organic sales growth, which is Net sales growth excluding the 

impact of foreign exchange, acquisitions and divestments.  Management believes this 

measure provides investors 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, 2015 vs 2014 for a comparison of organic sales growth to net sales growth 

in accordance with accounting principles generally accepted in the United States of 

America (“GAAP”). 

 

To supplement Colgate’s Condensed Consolidated Statements of Income presented in 

accordance with GAAP, the Company has disclosed non-GAAP measures of operating 

results that exclude certain items.  Worldwide Gross profit, Gross profit margin, Selling, 

general and administrative expenses, Selling, general and administrative expenses as a 

percentage of Net sales, Other (income) expense, net, Operating profit, Operating profit 

margin, Net income attributable to Colgate-Palmolive Company and Diluted earnings 

per common share are discussed both as reported (on a GAAP basis) and, as applicable, 

excluding the gain on sale of the Company’s laundry detergent business in the South 

Pacific, charges related to the 2012 Restructuring Program, charges related to the 

effective devaluations in 2014 and 2015 as a result of the changes to Venezuela’s foreign 

exchange system, a charge related to a foreign tax matter, costs related to the sale of 

land in Mexico and a charge related to a European competition law matter (non-GAAP).   

Management believes these non-GAAP financial measures provide investors with 

useful supplemental information regarding the performance of the Company’s ongoing 



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

September 30, 2015 and 2014 for a reconciliation of these financial measures to the 

related GAAP measures. 

 

The Company uses these financial measures internally in its budgeting process and as 

factors in determining compensation. While the Company believes that these financial 

measures are useful in evaluating the Company’s business, 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. 

In addition, these non-GAAP financial measures may not be the same as similar 

measures presented by other companies. 

 

The Company defines free cash flow before dividends as Net cash provided by 

operations less Capital expenditures. As management uses this measure to evaluate the 

Company’s ability to satisfy current and future obligations, repurchase stock, pay 

dividends and fund future business opportunities, 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. Free cash flow before dividends is not a GAAP measurement and may not be 

comparable to similarly titled measures reported by other companies.  See “Condensed 

Consolidated Statements of Cash Flows” for the nine months ended September 30, 2015 

and 2014 for a comparison of free cash flow before dividends to Net cash provided by 

operations as reported in accordance with GAAP. 

 


