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Global Financial Review

Results of Operations

\Xorldwide Net Sales by Business
Segment and Geographic Region 2001 2000 1999

Oral, Personal and Household Care

North America (1) $2,390.2 $2,310.0 $2,143.7

Latin America 2,443.3 2,507.5 2,356.7

Europe 1,902.1 1,890.1 2,028.8

Asia/Africa 1,512.9 1,532.0 1,519.7
Total Oral, Personal and

Household Care 8,248.5 8,239.6 8,048.9
Total Pet Nutrition (2] 1,179.3 1,118.3 1,069.3
Total Net Sales $9,427.8 $9,357.9 $9,118.2

(1" Net sales in the United States for Oral, Personal and Household Care were
$2,097.9, $2,025.7 and $1,880.8 in 2001, 2000 and 1999, respectively.

12) Net sales in the United States for Pet Nutrition were $790.2, $736.0 and $709.2
in 2001, 2000 and 1999, respectively.

Net Sales and Earnings Before Interest and Taxes (EBIT)
Worldwide net sales increased 1.5%, excluding divestments, to
$94278 in 2001 on volume growth of 5.0%. Net sales would
have grown 5.5% excluding foreign currency translation. Net
sales in the Oral, Personal and Household Care segment
increased 1.0%, excluding divestments, on 5.0% volume
growth, while net sales and volume in Pet Nutrition increased
by 55%. In 2000, worldwide net sales increased 2.5% to
$9,357.9 on volume growth of 6.0%, reflecting the negative
impact of foreign currency translation.

EBIT rose from $1,740.5 in 2000 to $1,834.8 in 2001. The 5%
increase reflected the Companys strong volume growth and cost-
control initiatives that were effective in increasing margins. EBIT
increased 11% in 2000 to $1,740.5 from $1,566.2 in 1999.

Gross Profit

Gross profit margin increased to 55.1%, above both the 2000
level of 544% and the 1999 level of 53.7%. This favorable trend
reflects the Company’s financial strategy to improve all aspects of
its supply chain through global sourcing and other cost-reduction
initiatives, as well as its emphasis on higher margin products.

Selling, General and Administrative Expenses

Selling, general and administrative expenses as a percentage of
sales were 34.6% in 2001, 35.3% in 2000 and 35.7% in 1999. The
overall spending as a percentage of sales continued to decline as
a result of the Company’s ongoing focus on overhead reduction
and the effect of translation on local currency costs.

Media and Other Advertising

Included in selling, general and administrative expenses is media
spending of $509.0, $5509 and $575.6 in 2001, 2000 and 1999,
respectively. The trend in media spending reflects both lower
media pricing and the negative impact of exchange. Total adver-
tising support, including media, promotion and other consumer

P>

and trade incentives which reduce reported
sales, has increased in each of the years presented.

Other Expense, Net

Other expense, net, consists principally of amortization of goodwill
and other intangible assets, minority interest in earnings of less-
than-100%-owned consolidated subsidiaries, earnings from equity
investments, gains on sale of non-core product lines, and other
miscellaneous gains and losses. Other expense, net, increased in
2001 from $52.3 to $94.5 with $27.0 of the increase resulting from
unrealized losses on foreign currency contracts in 2001 of $11.6 as
compared with unrealized gains of $154 in 2000. These contracts
are an economic hedge of certain foreign currency debt but do
not qualify for hedge accounting.

During 2000, the Company incurred charges of $92.7 ($61.2
aftertax), including a restructuring charge related to the realign-
ment of certain manufacturing operations and the exiting of our
business in Nigeria. Also included were gains of $102.0 ($609 after-
tax) recorded on the sale of real estate and the sale of the Viva
detergent brand in Mexico.

\X/orldwide Earnings by Business
Segment and Geographic Region 2001 2000 1999

Oral, Personal and Household Care

North America $ 511.6 S 4824 $ 413.0

Latin America 668.2 603.1 535.7

Europe 342.6 320.0 342.0

Asia/Africa 195.9 194.0 166.7
Total Oral, Personal and

Household Care 1,718.3 1,599.5 1,457 .4
Total Pet Nutrition 282.1 243.5 219.9
Corporate Overhead and Other (165.6) (102.5) (rrtr.1)
Earnings Before Interest

and Taxes 1,834.8 1,740.5 1,566.2
Interest Expense, Net (166.1) (173.3) (171.6)
Income Before Income Taxes $1,668.7 $1,567.2 $1,394.6

Segment Results

North America

North America net sales grew 3.5% to $2,390.2 on volume gains
of 45%. Volume increases were led by the strength of recently
introduced products in all core categories. In the Oral Care
category, recently introduced products such as Colgate Total Plus
Whitening toothpaste, Colgate 2in1 toothpaste and mouthwash
and Colgate Motion battery-powered toothbrush contributed to
increased volumes and market share. The Personal Care category
experienced incremental market share driven by volume gains
from recently introduced products such as the Softsoap Fruit
Essentials and Softsoap Vitamins with vitamin E shower gels

and liquid hand soaps, and the Mennen Speed Stick Power of
Nature deodorants. The Household Care category had increased
volumes from products such as Palmolive Spring Sensations
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dishwashing liquid and Suavitel fabric conditioner. In 2000,
North America achieved overall sales growth of 8.5%, excluding
divestments, to $2,310.0 on volume growth of 7.5%.

EBIT in North America grew 6% to $511.6 as a result of volume
gains and efficiencies in advertising spending. EBIT in 2000
increased 17% to $482 4.

Latin America

Net sales in Latin America increased slightly, excluding divest-
ments, to $2,443.3 on 5.0% volume growth offset by foreign
currency weaknesses. Mexico, Brazil, Venezuela, Ecuador and
Central America achieved the strongest volume gains in the
region. Recently launched products including Colgate Herbal,
Colgate Fresh Confidence and Colgate Triple Action toothpastes
contributed to increased volumes and market share in the Oral
Care category throughout the region. Other products contribut-
ing to volume gains in the region were Lady Speed Stick Ultra Dry
deodorant, Palmolive Naturals and Caprice shampoos, Axion
Spring Sensations dishwashing liquid and Suavitel Fresca
Primavera fabric conditioner in the Personal and Household Care
categories. In 2000, Latin America net sales increased 6.5% to
$2,5075 on 5.5% volume growth.

EBIT in Latin America increased 11% to $668.2 as a result of
volume gains, higher gross profit margins, continued efforts to
contain costs and efficiencies in advertising spending. EBIT in
2000 grew 13% to $603.1.

Europe
Net sales in Europe increased 1.0%, excluding divestments, to
$1902.1 as unit volume gains of 5.5% were partially offset by the
weakened euro. Germany, the United Kingdom, Greece and Russia
achieved the strongest volume gains in the region. Recent product
launches including Colgate Herbal and Colgate Total Plus Whiten-
ing toothpastes and the Colgate Actibrush Bzzz for kids battery-
powered toothbrush contributed to regional volume growth in
the Oral Care category. In the Personal and Household Care cate-
gories, new products such as Palmolive Aromatherapy shower gel
and bath foam, Palmolive Vitamins shower gel and liquid hand
soap and Ajax wipes contributed to increased volumes and mar-
ket share. In 2000, Europe net sales declined 7.0% to $1,890.], due
primarily to the weakened euro, while volume grew 4.0%.

EBIT in Europe increased 7% to $342.6 due to volume gains
and higher gross profit margins. EBIT in 2000 declined 6% to
$320.0 as a result of foreign currency weakness.

Asia/Africa

Net sales in Asia/Africa decreased 1.0% to $1,5129 as volume

gains of 6.0% were offset by foreign currency weakness. China,
Australia, Malaysia, Thailand and South Africa achieved the
strongest volume gains in the region. Recent product launches
including Colgate Fresh Confidence, Colgate Herbal and Colgate
Triple Action toothpastes contributed to volume gains in the Oral
Care category. In the Personal and Household Care categories,
recently introduced products such as the Palmolive Fruit Essentials
line of bar soap, liquid hand soap and shower gels, Axion

Orange Fantasy dishwashing paste and Softlan fabric conditioner
helped to drive volume growth in the region. In 2000, net sales in
Asia/Africa increased 1.5%, excluding divestments, to $1,532.0
as volume increased 7.5%.

EBIT grew 1% in Asia/Africa to $1959 driven by increased
volumes and higher gross profit margins. EBIT in 2000 grew 16%
to $194.0.

Pet Nutrition
Net sales for Hills Pet Nutrition increased 5.5% to $1,179.3 on 5.5%
volume growth. North American sales increased due to the intro-
duction of innovative new products including Science Diet
Canine and Feline Oral Care, Science Diet Canine Small Bites and
Prescription Diet Canine b/d, a clinically proven product that
reduces the effects of canine brain aging. Hills also experienced
strong volume growth in Europe, South Pacific and Latin America
driven by new products such as Science Diet Canine and Feline
Oral Care and Prescription Diet Canine and Feline z/d anti-allergy
formula. In 2000, net sales for the Pet Nutrition segment
increased 4.5% to $1,118.3 on 5.5% volume gains.

EBIT in Pet Nutrition grew 16% to $282.1 driven by increased
volumes, higher gross profit margins and the continued focus on
reducing overhead. EBIT in 2000 increased 11% to $243.5.

Interest Expense, Net

Interest expense, net, was $166.1 compared with $173.3 in 2000
and $171.6 in 1999. The decrease in net interest expense in 2001
reflected lower interest rates partially offset by increased average
debt levels related to share repurchases during the year.

Income Taxes

The effective tax rate on income was 31.3% in 2001 versus 32.1%
in 2000 and 32.8% in 1999. Global tax planning strategies,
including the realization of foreign tax credits and incentives,
benefited the effective tax rate in all three years presented.

Net Income

Net income was $1,146.6 in 2001 or $1.89 per share on a diluted
basis compared with $1,063.8 in 2000 or $1.70 per share and
$9373in 1999 or $147 per share.

2001 2000 1999

Identifiable Assets
Oral, Personal and Household Care

North America $2,063.6 $2,122.8 $2,076.5

Latin America 1,979.9 2,091.3 2,151.4

Europe 1,263.6 1,369.4 1,469.1

Asia/Africa 942.7 1,013.0 1,061.3
Total Oral, Personal and

Household Care 6,249.8 6,596.5 6,758.3
Total Pet Nutrition 497.6 478.5 476.1
Total Corporate 237.4 177.3 188.7
Total Identifiable Assets!(!) $6,984.8 $7,252.3 $7,423.1

1 Long-lived assets in the United States, primarily property, plant and equipment
and goodwill and other intangibles, represented approximately one-third of
total long-lived assets of $4,6671, $4,813.3 and $4952.3 in 2001, 2000 and
1999, respectively.
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Liquidity and Capital Resources

Net cash provided by operations increased 4% to $1,599.6 com-
pared with $1,536.2 in 2000 and $1,292.7 in 1999. The increase
reflects the Company’s improved profitability and working

capital management partially offset by higher cash taxes. In prior
years, cash taxes were reduced by certain tax credits that have
been fully utilized. Cash generated from operations was used

to fund capital spending, increase dividends and repurchase
common shares.

2001 2000 1999
Capital Expenditures
North America $ 69.5 $ 91.8 S 97.6
Latin America 116.6 121.3 118.2
Europe 33.3 41.7 60.8
Asia/Africa 36.5 45.8 57.0
Total Oral, Personal and
Household Care 255.9 300.6 333.6
Total Pet Nutrition 37.0 29.2 21.1
Total Corporate 47.3 36.8 18.1
Total Capital Expenditures $340.2 $366.6 $372.8
Depreciation and Amortization
North America $101.1 $ 99.3 S 97.4
Latin America 71.0 74.9 69.0
Europe 64.9 67.8 75.9
Asia/Africa 47.8 47.0 46.6
Total Oral, Personal and
Household Care 284.8 289.0 288.9
Total Pet Nutrition 28.1 30.6 32.5
Total Corporate 23.3 18.2 18.8
Total Depreciation and
Amortization $336.2 $337.8 $340.2

Capital expenditures were 4% of net sales for 2001, 2000 and
1999. Capital spending continues to be focused primarily on proj-
ects that yield high aftertax returns. Capital expenditures for 2002
are expected to continue at the current rate of approximately 4%
of net sales.

Other investing activities in 2001, 2000 and 1999 included
strategic acquisitions and divestitures around the world. There
were no significant acquisitions in 2001. The aggregate purchase
price of all 2000 and 1999 acquisitions was $649 and $464,
respectively. Certain detergent product lines in Central America
were sold in 2001, the Mexico Viva detergent brand was sold in
2000 and the U.S. Baby Magic brand was sold in 1999. The
aggregate sale price of all 2001, 2000 and 1999 sales of brands
was $12.5, $102.5 and $94.7, respectively.

During 2001, long-term debt increased to $3,137.5 from

$2,8571 and total debt increased to $3,2391 from $2,978.2 pri-
marily due to increased share repurchases. The Companys long-
term debt rating was upgraded in 2001 to AA— by Standard &
Poors and Aa3 by Moodys.

As of December 31, 2001 and 2000, $605.8 and $436.1, respec-
tively, of domestic and foreign commercial paper was outstand-
ing. These borrowings carry a Standard & Poor rating of Al+
and a Moodys rating of P1. The commercial paper is classified as
long-term debt at December 31, 2001, as it is the Company’s intent
and ability to refinance such obligations on a long-term basis.

In 1993, the Company formed a financing subsidiary with
outside equity investors that purchases the Companys receiv-
ables. The Company consolidates this entity, including such
receivables, and reports the amounts invested by outside
investors as a minority interest. The purpose of this arrangement
is to provide the Company access to low cost sources of capital.
During 2000, this subsidiary ceased operations resulting in a cash
payment of $1139 to the outside investors. In the fourth quarter
of 2001, the subsidiary resumed operations with funding of $89.7
from outside investors.

The Company repurchases common shares in open market
and private transactions for employee benefit plans and to main-
tain its targeted capital structure. Aggregate repurchases for 2001
were 21.7 million shares, with a total purchase price of $1,230.2. In
2000, 191 million shares were repurchased, with a total purchase
price of $1,040.6.

Dividend payments were $396.7. up from $3824 in 2000 and
$366.0 in 1999. Common stock dividend payments increased to
$.68 per share in 2001 from $.63 per share in 2000 and $.59 per
share in 1999. The Series B Preference Stock dividend payments
were increased to $540 per share in 2001 from $5.04 per share in
2000 and $496in 1999.

Internally generated cash flows are adequate to support cur-
rently planned business operations, acquisitions and capital
expenditures. Free cash flow (defined as cash generated by the
business after capital expenditures and dividend payments but
before acquisitions, divestitures and share repurchases) was
$862.7 and $787.2 in 2001 and 2000, respectively, and provides
the Company with flexibility for further investments and/or
financing. The Company has additional sources of liquidity avail-
able in the form of lines of credit maintained with various banks
and access to financial markets worldwide. At December 31,
2001, unused lines of credit amounted to $1,370.5 and the Com-
pany had $1,3514 available under a shelf registration filed in 2001.
Significant acquisitions would require external financing.

The following represents the scheduled maturities of the Company5s long-term contractual obligations as of December 31, 2001.

Payments Due by Period

Total Less than 1 Year 1-3 Years 4-5 Years After 5 Years
Long-term debt including current portion ~ $3,137.5 S 931.30 $ 919.9 $338.2 $ 948.1
Operating leases 407.8 71.9 115.5 94.5 125.9
Unconditional purchase obligations 156.4 96.4 33.0 27.0 =
Total $3,701.7 $1,099.6 $1,068.4 $459.7 $1,074.0

(1 Long-term debt due within 1 year includes $605.8 of commercial paper that has been classified as long-term debt as of December 31, 2001, as the Company has the intent

and ability to refinance such obligations on a long-term basis.
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The Company does not have any off-balance-sheet financing or
unconsolidated special purpose entities. The Companys treasury
and risk management policies prohibit the use of leveraged deriv-
atives or derivatives for trading purposes. The valuation of finan-
cial instruments that are marked to market are based upon
independent third-party sources including quoted market prices.

The Company is a party to various superfund and other envi-
ronmental matters and is contingently liable with respect to law-
suits, taxes and other matters arising out of the normal course of
business as more fully discussed in Note 14 to the Consolidated
Financial Statements included herein. Management proactively
reviews and manages its exposure to, and the impact of, environ-
mental matters. While it is possible that the Company5s cash flows
and results of operations in a particular quarter or year could be
affected by the one-time impacts of the resolution of such contin-
gencies, it is the opinion of management that the ultimate dispo-
sition of these matters, to the extent not previously provided for,
will not have a material impact on the Companys financial posi-
tion or ongoing cash flows and results of operations.

Restructuring Reserves

In December 2000, the Company recorded a charge of $639
($42.5 aftertax) associated with the realignment of three manufac-
turing locations in Latin America and the exiting of our business in
Nigeria. The charge recorded included $14.2 for termination costs
and $49.7 for exiting of manufacturing operations. The restructur-
ing was completed in 2001 with a final payment of $7.2 repre-
senting termination costs for 979 employees.

Managing Foreign Currency, Interest Rate

and Commodity Price Exposure

The Company is exposed to market risk from foreign currency
exchange rates, interest rates and commodity price fluctuations.
The Company manages the volatility relating to these exposures
on a consolidated basis by utilizing a number of techniques,
including working capital management, selective borrowings in
local currencies and entering into certain derivative instrument
transactions in accordance with the Companys treasury and risk
management policies.

The Company operates in over 200 countries and territories
and is exposed to currency fluctuation related to manufacturing
and selling its products in currencies other than the U.S. dollar.
The major foreign currency exposures involve the markets in the
European Union, Mexico and Brazil, although all regions of the
world are subject to foreign currency changes versus the U.S. dol-
lar. The Company actively monitors its foreign currency exposures
in these markets and has been able to substantially offset the
impact on earnings of foreign currency rate movements through
a combination of cost-containment measures, foreign currency
hedging activities and selling price increases. The Company pri-
marily utilizes forward exchange and currency swap contracts to
hedge portions of its exposures relating to foreign currency pur-
chases, and assets and liabilities created in the normal course of
business. From time to time, the Company hedges certain of its

forecasted foreign currency purchases using foreign currency for-
ward contracts with durations no greater than 18 months.

The Company utilizes interest rate swaps and debt issuances
to manage its targeted mix of fixed and floating rate debt and to
minimize significant fluctuations in earnings and cash flows that
may result from interest rate volatility.

The Company is exposed to price volatility related to raw
materials used in production. The Company uses futures and
option contracts on a limited basis to manage volatility related to
anticipated raw material inventory purchases. The results of the
Company’s commodity hedging activity is not material.

The Company is exposed to credit loss in the event of nonper-
formance by counterparties to the financial instrument contracts
held by the Company; however, nonperformance by these coun-
terparties is considered remote as it is the Companys policy to con-
tract with diversified counterparties that have a long-term debt
rating of A or higher. In addition, if all these counterparties did not
perform, the Companys risk of credit loss would not be material.

Value at Risk

The Companys risk management procedures include the moni-
toring of interest rate and foreign exchange exposures and the
Companys offsetting hedge positions utilizing statistical analyses
of cash flows, market value, sensitivity analysis and value-at-risk
estimations. However, the use of these techniques to quantify the
market risk of such instruments should not be construed as an
endorsement of their accuracy or the accuracy of the related
assumptions. The Company utilizes a Value-at-Risk (VAR) model
and an Earnings-at-Risk (EAR) model that are intended to measure
the maximum potential loss in its interest rate and foreign
exchange financial instruments assuming adverse market condi-
tions occur, given a 95% confidence level. The models utilize a
variance/covariance modeling technique. Historical interest rates
and foreign exchange rates from the preceding year are used to
estimate the volatility and correlation of future rates.

The estimated maximum potential one-day loss in fair value of
interest rate or foreign exchange rate instruments, calculated using
the VAR model, is not material to the consolidated financial posi-
tion, results of operations or cash flows of the Company. The esti-
mated maximum yearly loss in earnings due to interest rate or
foreign exchange rate instruments, calculated utilizing the EAR
model, is not material to the Companys results of operations. Actual
results in the future may differ materially from these projected
results due to actual developments in the global financial markets.

For information regarding the Company’s accounting policies
for financial instruments and a description of financial instrument
activities, refer to Note 2 and Note 11 to the Consolidated Finan-
cial Statements.

Accounting Changes

The Financial Accounting Standards Board’s (FASB) Emerging
Issues Task Force (EITF) recently reached consensus on topics
relating to the classification of various types of sales incentives
and promotional expenses. The Company will adopt the new
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accounting requirements effective January 1, 2002. The impact of
the new accounting will result in the reclassification of certain
sales incentives and promotional expenses from selling, general
and administrative expenses to either a reduction of net sales or
an increase of cost of sales, but will have no impact on the Com-
panys financial position or net income. Based on historical infor-
mation, annual net sales as currently reported for 2001 and 2000
will be reduced by approximately 4% with a corresponding
reduction in selling, general and administrative expenses. The
impact on annual cost of sales as currently reported is not
material. In our 2002 Consolidated Financial Statements, all
comparative periods will be reclassified to conform to the

new requirements.

InJuly 2001, the FASB issued Statement of Financial Account-
ing Standards (SFAS) No. 141, “Business Combinations,” and SFAS
No. 142, “Goodwill and Other Intangible Assets.” In addition to
requiring the use of the purchase method for all future business
combinations, SFAS 141 broadens the criteria for recording intan-
gible assets separate from goodwiill. SFAS 142 addresses account-
ing and reporting standards for acquired goodwiill and other
intangible assets. Under the new standards, goodwill and indefi-
nite life intangible assets, such as the Company’s global brands,
are no longer amortized but will be subject to annual impairment
tests. Finite life intangible assets such as non-compete agree-
ments will continue to be amortized over their useful lives.

The Company will adopt these statements effective January 1,
2002. As a result, the Company will cease amortization of good-
will and indefinite life intangible assets which is expected to
increase income before income taxes by approximately $50.0 and
net income by approximately $40.0. Annual amortization expense
related to goodwill and other intangible assets was $68.0, $72.1
and $75.6 for the years ended December 31, 2001, 2000 and
1999, respectively. During 2002, the Company will perform the
required transitional impairment tests of goodwill and indefinite
life intangible assets. It is managements preliminary assessment
that a transitional impairment charge, if any, will not be material.

Accounting Policies and Use of Estimates

The preparation of financial statements in accordance with
accounting principles generally accepted in the United States
requires management to use judgment and make estimates. The
level of uncertainty in estimates and assumptions increases with
the length of time until the underlying transactions are com-
pleted. As such, the most significant uncertainty in the Companys
assumptions and estimates involved in preparing the financial
statements include pension and health care cost assumptions,
and legal and tax contingency reserves. Actual results could
ultimately differ from those estimates.

In certain instances, accounting principles generally accepted
in the United States allow for the selection of alternative account-
ing methods. The Company’s more significant policies where alter-
native methods are available include the accounting for stock
options (refer to Note 5 to the Consolidated Financial Statements
for further information) and inventories (LIFO/FIFO). For more

information on the Companys accounting policies, refer to the
Notes to the Consolidated Financial Statements.

Outlook

Looking forward into 2002, the Company is well positioned for
continued growth in most of its markets. However, the Company
operates in a highly competitive global marketplace that is experi-
encing increased trade concentration. In addition, movements in
foreign currency exchange rates can impact future operating
results as measured in U.S. dollars. In particular, economic uncer-
tainty in some countries in Latin America and changes in the
value of the euro may impact the overall results of Latin America
and Europe.

The Company expects the continued success of Colgate tooth-
paste, using patented and proprietary technology, to bolster
worldwide Oral Care leadership and expects hew products in
Oral Care and other categories to add potential for further
growth. Overall, subject to global economic conditions, the Com-
pany does not expect the 2002 market conditions to be materially
different from those experienced in 2001 and the Company
expects its positive momentum to continue. Historically, the con-
sumer products industry has been less susceptible to changes in
economic growth than many other industries, and therefore the
Company constantly evaluates projects that will focus operations
on opportunities for enhanced growth potential. Over the long
term, Colgates continued focus on its consumer products busi-
ness and the strength of its global brand names, its broad interna-
tional presence in both developed and developing markets, and
its strong capital base all position the Company to take advantage
of growth opportunities and to continue to increase profitability
and shareholder value.

Forward-Looking Statements

Readers are cautioned that the Results of Operations and other
sections of this report contain forward-looking statements that are
based on managements estimates, assumptions and projections.
A description of some of the factors that could cause actual

results to differ materially from expectations expressed in the
Companys forward-looking statements set forth in the Company’s
Form 10-K for the year ended December 31, 2001 filed under the
caption “Cautionary Statement on Forward-Looking Statements,”
together with any future such filings made with the Securities
and Exchange Commission, are incorporated herein by reference.
These factors include, but are not limited to, the risks associated
with international operations, the activities of competitors, retail
trade practices, the success of new product introductions, cost
pressures, manufacturing and environmental matters.



Report of Management

The management of Colgate-Palmolive Company has prepared the
accompanying consolidated financial statements and is responsible
for their content as well as other information contained in this
annual report. These financial statements have been prepared in
accordance with accounting principles generally accepted in the
United States and necessarily include amounts which are based on
managements best estimates and judgments.

The Company maintains a system of internal accounting con-
trol designed to be cost-effective while providing reasonable
assurance that assets are safeguarded and that transactions are
executed in accordance with managements authorization and
are properly recorded in the financial records. Internal control
effectiveness is supported through written communication of
policies and procedures, careful selection and training of person-
nel, and audits by a professional staff of internal auditors. The
Companys control environment is further enhanced through a
formal Code of Conduct which sets standards of professionalism
and integrity for employees worldwide.

For 2001, the Company utilized Arthur Andersen LLF, indepen-
dent public accountants, to examine these financial statements.

Their accompanying report is based on an examination con-
ducted in accordance with auditing standards generally accepted
in the United States, which includes a review of the Companys
systems of internal control as well as tests of accounting records
and procedures sufficient to enable them to render an opinion on
the Companys financial statements.

The Audit Committee of the Board of Directors is composed
entirely of non-employee directors. The Committee meets periodi-
cally and independently throughout the year with management,
internal auditors and the independent accountants to discuss the
Companys internal accounting controls, auditing and financial
reporting matters. The internal auditors and independent
accountants have unrestricted access to the Audit Committee.
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Stephen C. Patrick
Chief Financial Officer

M

Reuben Mark
Chairman and
Chief Executive Officer

Report of Independent Public Accountants

To the Board of Directors and Shareholders of
Colgate-Palmolive Company:

We have audited the accompanying consolidated balance sheets
of Colgate-Palmolive Company (a Delaware corporation) and sub-
sidiaries as of December 31, 2001 and 2000, and the related con-
solidated statements of income, retained earnings, comprehensive
income and changes in capital accounts, and cash flows for each
of the three years in the period ended December 31, 2001. These
financial statements are the responsibility of the Companys man-
agement. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing stan-
dards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the

financial statements. An audit also includes assessing the account-
ing principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Colgate-Palmolive Company and subsidiaries as of December 31,
2001 and 2000, and the results of their operations and their cash
flows for each of the three years in the period ended December
31, 2001, in conformity with accounting principles generally
accepted in the United States.

oo Ltoisen Xis?

New York, New York
February 4, 2002

&3]



Consolidated Statements of Income

Dollars in Millions Except Per Share Amounts

2001 2000 1999
Net sales $9,427.8 $9,357.9 $9,118.2
Cost of sales 4,236.9 4,265.5 4,224.0
Gross profit 5,190.9 5,092.4 4,894.2
Selling, general and administrative expenses 3,261.6 3,299.6 3,254.4
Other expense, net 94.5 52.3 73.6
Interest expense, net 166.1 173.3 171.6
Income before income taxes 1,668.7 1,567.2 1,394.6
Provision for income taxes 522.1 503.4 457.3
Net income $1,146.6 $1,063.8 S 937.3
Earnings per common share, basic $ 2.02 S 1.81 S 1.57
Earnings per common share, diluted $ 1.89 S 1.70 S 1.47
Palmolive
Aromatherapy

See Notes to Consolidated Financial Statements.




Consolidated Balance Sheets

Dollars in Millions Except Per Share Amounts

2001 2000
Assets
Current Assets
Cash and cash equivalents $ 1727 S 206.6
Receivables (less allowances of $45.6 and $39.8, respectively) 1,124.9 1,195.4
Inventories 677.0 686.6
Other current assets 228.8 258.6
Total current assets 2,203.4 2,347.2
Property, plant and equipment, net 2,513.5 2,528.3
Goodwill and other intangibles, net 1,904.0 2,096.4
Other assets 363.9 280.4
$ 6,984.8 $7,252.3
Liabilities and Shareholders’ Equity
Current Liabilities
Notes and loans payable $ 101.6 S 1211
Current portion of long-term debt 325.5 320.2
Accounts payable 678.1 738.9
Accrued income taxes 195.0 163.7
Other accruals 823.3 900.2
Total current liabilities 2,123.5 2,244.1
Long-term debt 2,812.0 2,536.9
Deferred income taxes 480.6 447.3
Other liabilities 722.3 555.9
Shareholders’ Equity
Preferred stock 341.3 354.1
Common stock, $1 par value (1,000,000,000 shares authorized,

732,853,180 shares issued) 732.9 732.9
Additional paid-in capital 1,168.7 1,144.9
Retained earnings 5,643.6 4,893.7
Accumulated other comprehensive income (1,491.2) (1,269.7)

6,395.3 5,855.9
Unearned compensation (345.4) (Baaxd)
Treasury stock, at cost (5,203.5) (4,043.4)

Total shareholders’ equity 846.4 1,468.1

$ 6,984.8 $7,252.3

See Notes to Consolidated Financial Statements.



Consolidated Statements of Retained Earnings, Comprehensive

Income and Changes in Capital Accounts

Dollars in Millions Except Per Share Amounts

Common Shares

Shares Amount

Treasury Shares

Shares Amount

Accumulated
Retained Other Compre-
Earnings hensive Income

Compre-
hensive
Income

Balance, January 1, 1999
Net income

Other comprehensive income:

Cumulative translation
adjustment

Total comprehensive income

Dividends declared:
Series B Convertible
Preference Stock, net of
income taxes
Preferred stock
Common stock
Shares issued for stock options
Treasury stock acquired
Other

Balance, December 31, 1999

585,419,480 $732.9

6,894,907
(12,849,744)
(601,597)

147,433,700 $2,333.8

(6,894,907) 132.5
12,849,744 624.4
611,087 (34.3)

$3,641.0
937.3

$(799.8)

(336.4)

(20.5)

(345.0)

578,863,046  $732.9

153,999,624 $3,056.4

$4,212.3  §(1,136.2)

$937.3

(336.4)
$600.9

Net income

Other comprehensive income:

Cumulative translation
adjustment

Total comprehensive income

Dividends declared:
Series B Convertible
Preference Stock, net of
income taxes
Preferred stock
Common stock
Shares issued for stock options
Treasury stock acquired
Other

Balance, December 31, 2000

4,796,186
(19,099,681)
2,096,323

(4,796,186) 543
19,099,681  1,040.6
(2,084,163)  (107.9)

1,063.8

(133.5)

(20.3)

(361.7)

566,655,874

$732.9 $1,144.9

166,218,956  $4,043.4

$4,893.7  $(1,269.7)

$1,063.8

(133.5)
$930.3

Net income

Other comprehensive income:

Cumulative translation
adjustment
Other

Total comprehensive income

Dividends declared:
Series B Convertible
Preference Stock, net of
income taxes
Preferred stock
Common stock
Shares issued for stock options
Treasury stock acquired
Other

Balance, December 31, 2001

2,705,887
(21,662,879)
3,023,451

(2,705,887) 20.5
21,662,879  1,230.2
(3,023,261} (90.6)

1,146.6

(198.5)
(23.0)

(21.3)
(-4)
(375.0)

550,722,333 $732.9 $1,168.7

182,152,687 $5,203.5 $5,643.6 $(1,491.2)

$1,146.6

(198.5)
(23.0)

$925.1

See Notes to Consolidated Financial Statements.



Consolidated Statements of Cash Flows

Dollars in Millions Except Per Share Amounts

2001 2000 1999
Operating Activities
Net income $1,146.6 $1,063.8 § 937.3
Adjustments to reconcile net income to net cash provided by operations:
Restructured operations (8.9) (14.9) (35.6)
Depreciation and amortization 336.2 337.8 340.2
Income taxes and other, net 168.6 69.7 122.3
Cash effects of changes in:
Receivables 19.4 (91.9) (81.3)
Inventories (18.7) 59.0 (82.8)
Payables and accruals (43.6) 112.7 92.6
Net cash provided by operations 1,599.6 1,536.2 1,292.7
Investing Activities
Capital expenditures (340.2) (366.6) (372.8)
Payment for acquisitions, net of cash acquired (10.2) (64.9) (44.1)
Sale of non-core product lines 12.5 102.5 89.9
Sale of marketable securities and investments 9.3 137.4 22.7
Other (20.6) (17.0) (27.2)
Net cash used for investing activities (419.2) (208.6) (331.5)
Financing Activities
Principal payments on debt (595.9) (739.4) (491.0)
Proceeds from issuance of debt 887.9 925.4 555.5
Payments from (to) outside investors 89.7 (113.9) —
Dividends paid (396.7) (382.4) (366.0)
Purchase of common stock (1,230.2) (1,040.6) (624.4)
Other 34.5 34.9 (14.2)
Net cash used for financing activities (1,210.7) (1,316.0) (940.1)
Effect of exchange rate changes on cash and cash equivalents (3.6) (4.6) (3.2)
Net (decrease) increase in cash and cash equivalents (33.9) 7.0 17.9
Cash and cash equivalents at beginning of year 206.6 199.6 181.7
Cash and cash equivalents at end of year $ 172.7 S 206.6 $ 199.6
Supplemental Cash Flow Information
Income taxes paid $ 346.8 S 3063 S 2924
Interest paid 221.5 203.0 210.9
Principal payments on ESOP debt, guaranteed by the Company 12.9 8.8 6.7

See Notes to Consolidated Financial Statements.



Notes to Consolidated Financial Statements

Dollars in Millions Except Per Share Amounts

1. Nature of Operations
The Company manufactures and markets a wide variety of prod-
ucts in the U.S. and around the world in two distinct business
segments: Oral, Personal and Household Care, and Pet Nutrition.
Oral, Personal and Household Care products include toothpaste,
oral rinses and toothbrushes, bar and liquid hand soaps, shower
gels, shampoos, conditioners, deodorants and antiperspirants,
shave products, laundry and dishwashing detergents, fabric con-
ditioners, cleansers and cleaners, bleaches and other similar
items. These products are sold primarily to wholesale and retail
distributors worldwide. Pet Nutrition products include pet food
products manufactured and marketed by Hills Pet Nutrition. The
principal customers for Pet Nutrition products are veterinarians
and specialty pet retailers. Principal global trademarks include
Colgate, Palmolive, Kolynos, Mennen, Protex, Ajax, Soupline,
Suavitel, Fab, Science Diet and Prescription Diet in addition to
various regional trademarks.

The Company’s principal classes of products accounted for the

following percentages of worldwide sales for the past three years:

M Oral Care
M Personal Care
B Household Surface Care
M Fabric Care
Pet Nutrition
Other

Colgate is highly focused
on its core categories.

2. Summary of Significant Accounting Policies

Principles of Consolidation

The Consolidated Financial Statements include the accounts of
Colgate-Palmolive Company and its majority-owned subsidiaries.
Intercompany transactions and balances have been eliminated.
Investments in companies in which the Companys interest is
between 20% and 50% are accounted for using the equity
method. The Companys share of the net income/(loss) from such
investments is recorded in Other expense, net, in the
Consolidated Statements of Income.

Use of Estimates

The preparation of financial statements in accordance with
accounting principles generally accepted in the United States
requires management to use judgment and make estimates that

affect the reported amounts of assets and liabilities and disclosure
of contingent gains and losses at the date of the financial state-
ments and the reported amounts of revenues and expenses dur-
ing the reporting period. The level of uncertainty in estimates and
assumptions increases with the length of time until the underly-
ing transactions are completed. As such, the most significant
uncertainty in the Company’s assumptions and estimates involved
in preparing the financial statements include pension and health
care cost assumptions and legal and tax contingency reserves.
Actual results could ultimately differ from those estimates.

Accounting Changes

The Financial Accounting Standards Boards (FASB) Emerging
Issues Task Force (EITF) recently reached consensus on topics relat-
ing to the classification of various types of sales incentives and pro-
motional expenses. The Company will adopt the new accounting
requirements effective January 1, 2002. The impact of the new
accounting will result in the reclassification of certain sales incen-
tives and promotional expenses from selling, general and adminis-
trative expenses to either a reduction of net sales or an increase of
cost of sales, but will have no impact on the Companys financial
position or net income. Based on historical information, annual
net sales as currently reported for 2001 and 2000 will be reduced
by approximately 4% with a corresponding reduction in selling,
general and administrative expenses. The impact on annual

cost of sales as currently reported is not material. In our 2002
Consolidated Financial Statements, all comparative periods will

be reclassified to conform to the new requirements.

In July 2001, the FASB issued Statement of Financial Account-
ing Standards (SFAS) No. 141, “Business Combinations,” and SFAS
No. 142, “Goodwill and Other Intangible Assets.” In addition to
requiring the use of the purchase method for all future business
combinations, SFAS 141 broadens the criteria for recording intan-
gible assets separate from goodwiill. SFAS 142 addresses account-
ing and reporting standards for acquired goodwiill and other
intangible assets. Under the new standards, goodwiill and indefi-
nite life intangible assets, such as the Company’s global brands,
will no longer be amortized but will be subject to annual impair-
ment tests. Finite life intangible assets such as non-compete
agreements will continue to be amortized over their useful lives.

The Company will adopt these statements effective January |,
2002. As a result, the Company will cease amortization of good-
will and indefinite life intangible assets, which is expected to
increase income before income taxes by approximately $50.0 and
net income by approximately $40.0. Annual amortization expense
related to goodwill and other intangible assets was $68.0, $72.1
and $75.6 for the years ended December 31, 2001, 2000 and
1999, respectively. During 2002, the Company will perform the



Dollars in Millions Except Per Share Amounts

required transitional impairment tests of goodwill and indefinite
life intangible assets. It is managements preliminary assessment
that a transitional impairment charge, if any, will not be material.

Cash and Cash Equivalents
The Company considers all highly liquid investments with original
maturities of three months or less to be cash equivalents.

Inventories

Inventories are stated at the lower of cost or market. The first-in,
first-out (FIFO) method is used to determine the cost of most
inventories. The cost of the remaining inventories is determined
using the last-in, first-out (LIFO) method.

Property, Plant and Equipment

Land, buildings, and machinery and equipment are stated at
cost. Depreciation is provided, primarily using the straight-line
method, over estimated useful lives ranging from 3 to 40 years.

Goodwill and Other Intangibles

Under current accounting guidance, goodwill is amortized on
the straightline method, generally over a period of 40 years.
Other intangible assets, principally consisting of brands, trade-
marks and non-compete agreements, are amortized on the
straight-line method over periods ranging from 5 to 40 years
depending on their useful lives.

The recoverability of the carrying values of intangible assets is
evaluated periodically based on a review of forecasted operating
cash flows and the profitability of the related business. For the
three-year period ended December 31, 2001, there were no mate-
rial adjustments to the carrying values of intangible assets result-
ing from these evaluations.

Revenue Recognition

Sales are recorded at the time products are shipped to trade cus-
tomers and when risk of ownership transfers. Net sales reflect
units shipped at selling list prices reduced by estimated returns,
promotion allowances and other discounts.

Shipping and Handling Costs

Shipping and handling costs are classified as selling, general and
administrative expenses and were $631.0, $6199 and $590.0 for
the years ended December 31, 2001, 2000 and 1999, respectively.

Advertising
Advertising costs are expensed in the year incurred.

Income Taxes

Deferred taxes are recognized for the expected future tax conse-
qguences of temporary differences between the amounts carried
for financial reporting and tax purposes. Provision is made cur-
rently for taxes payable on remittances of overseas earnings, no
provision is made for taxes on overseas retained earnings that are
deemed to be permanently reinvested.

Translation of Overseas Currencies

The assets and liabilities of subsidiaries, other than those operating
in highly inflationary environments, are translated into U.S. dollars
at year-end exchange rates, with resulting translation gains and
losses accumulated in a separate component of shareholders’
equity. Income and expense items are converted into U.S. dollars
at average rates of exchange prevailing during the year.

For subsidiaries operating in highly inflationary environments,
inventories, goodwill and property, plant and equipment are
translated at the rate of exchange on the date the assets were
acquired, while other assets and liabilities are translated at year-
end exchange rates. Translation adjustments for these operations
are included in net income.

Financial Instruments

Effective January 1, 2001, the Company adopted Statement of
Financial Accounting Standards No. 133 (SFAS 133), “Accounting
for Derivative Instruments and Hedging Activities.” SFAS 133, as
amended, establishes accounting and reporting standards requir-
ing that every derivative instrument be recorded in the balance
sheet as either an asset or liability measured at its fair value. The
cumulative effect of adoption of SFAS 133 did not result in a
material impact on the Companys financial position, results of
operations or cash flows.

It is the Companys policy to enter into derivative instruments
with terms that match the underlying exposure being hedged. As
such, the Companys derivative instruments are considered highly
effective and the net gain or loss from hedge ineffectiveness was
not material.

The Companys derivative instruments that qualify for hedge
accounting are primarily designated as either fair value hedges or
cash flow hedges. For fair value hedges, changes in fair value of
the derivative as well as the offsetting changes in fair value of the
hedged item are recognized in earnings each period. For cash
flow hedges, changes in fair value of the derivative are recorded
in other comprehensive income and are recognized in earnings
when the offsetting effect of the hedged item is also recognized
in earnings.

The Company may also enter into certain foreign currency
derivative instruments that economically hedge certain of its risks
but do not qualify for hedge accounting. Changes in fair value of
these derivative instruments are obtained from quoted market
prices and are recognized in earnings each period.

Segment Information
The Company operates in two product segments: Oral, Personal
and Household Care, and Pet Nutrition. The operations of the
Oral, Personal and Household Care segment are managed
geographically in four reportable operating segments: North
America, Latin America, Europe and Asia/Africa.

Management measures segment profit as operating income,
which is defined as income before interest expense and income
taxes. The accounting policies of the operating segments are the
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same as those described in the summary of significant account-
ing policies. Corporate operations include research and develop-
ment costs, unallocated overhead costs, and gains and losses on
sales of non-strategic brands and assets. Corporate assets include
primarily benefit plan assets.

The financial and descriptive information on the Company’s
geographic area and industry segment data, appearing in the
tables contained in managements discussion of this report, is an
integral part of these financial statements.

Reclassifications
Certain prior year balances have been reclassified to conform
with current year presentation.

3. Acquisitions and Divestitures

During 2001, the Company did not make any significant acquisi-
tions. During 2000 and 1999, the Company made several acquisi-
tions totaling $649 and $464, respectively. Individually, none of
these acquisitions was significant.

The acquisitions were accounted for as purchases, and accord-
ingly, the purchase prices were allocated to the net tangible and
intangible assets acquired based on estimated fair values at the
dates the acquisitions were consummated. The results of opera-
tions of the acquired businesses have been included in the Con-
solidated Financial Statements since the respective acquisition
dates. The inclusion of pro forma financial data for all acquisitions
would not have materially affected the financial information
included herein.

The aggregate sale price of all 2001, 2000 and 1999 divesti-
tures was $12.5, $102.5 and $94.7, respectively. These divestitures
included certain Central American detergent product lines in
2001, the Mexico Viva detergent brand in 2000 and the U.S.

Baby Magic brand in 1999.

4. Long-Term Debt and Credit Facilities
Long-term debt consists of the following at December 31:

Weighted Average

Interest Rate Maturities 2001 2000

Notes 5.9% 2002-2041 $1,724.7 $1,458.4
Commercial paper 2.1 2002 605.8 436.1

ESOP notes, guaranteed
by the Company 8.7 2002-2009 345.2 358.1
Payable to banks 4.7 2002-2007 451.5 603.5
Capitalized leases 10.3 1.0
3,137.5 2,857.1

Less: current portion of

long-term debt 325.5 320.2
$2,812.0 $2,536.9

Commercial paper is classified as long-term debt as it is the
Companys intent and ability to refinance such obligations on a
long-term basis. Scheduled maturities of debt outstanding at
December 31, 2001, excluding commercial paper reclassified,
are as follows: 2002—$325.5; 2003—3$675.2; 2004—S$244.7;

2005—S$776; 2006—S$260.6 and $948.1 thereafter. The Company
has entered into interest rate swap agreements and foreign
exchange contracts related to certain of these debt instruments
(see Note 11).

At December 31, 2001, the Company had unused credit facili-
ties amounting to $1,370.5. Commitment fees related to credit
facilities are not material. The weighted average interest rate
on short-term borrowings, excluding amounts reclassified, as of
December 31, 2001 and 2000, was 5.6% and 7.6%, respectively.

5. Capital Stock and Stock Compensation Plans

Preferred Stock

Preferred Stock consists of 250,000 authorized shares without par
value. Itis issuable in series, of which one series of 125,000 shares,
designated $4.25 Preferred Stock, with a stated and redeemable
value of $100 per share, has been issued. The $4.25 Preferred
Stock is redeemable only at the option of the Company. At
December 31, 2001 and 2000, 103,160 and 103,350 shares of
$4.25 Preferred Stock, respectively, were outstanding.

Preference Stock

In 1988, the Company authorized the issuance of 50,000,000
shares of Preference Stock, without par value. The Series B Con-
vertible Preference Stock, which is convertible into eight shares
of common stock, ranks junior to all series of the Preferred Stock.
At December 31, 2001 and 2000, 5,059,086 and 5,254,847 shares
of Series B Convertible Preference Stock, respectively, were
outstanding and issued to the Company’s Employee Stock
Ownership Plan.

Shareholder Rights Plan

Under the Company5s Shareholder Rights Plan, each share of the
Company’s common stock carries with it one Preference Share
Purchase Right (“Rights”). The Rights themselves will at no time
have voting power or pay dividends. The Rights become exercis-
able only if a person or group acquires 15% or more of the
Company’s common stock or announces a tender offer, the con-
summation of which would result in ownership by a person or
group of 15% or more of the common stock. When exercisable,
each Right entitles a holder to buy one two-hundredth of a share
of a new series of preference stock at an exercise price of $220.00,
subject to adjustment.

If the Company is acquired in a merger or other business combi-
nation, each Right will entitle a holder to buy, at the Right’s then
current exercise price, a number of the acquiring company’s com-
mon shares having a market value of twice such price. In addition,
if a person or group acquires 15% or more of the Companys com-
mon stock, each Right will entitle its holder (other than such person
or members of such group) to purchase, at the Right’s then current
exercise price, a number of shares of the Company’s common stock
having a market value of twice the Rights exercise price.

Further, at any time after a person or group acquires 15% or
more (but less than 50%) of the Company’s common stock, the
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Board of Directors may, at its option, exchange part or all of the
Rights (other than Rights held by the acquiring person or group)
for shares of the Companys common stock on a one-for-one basis.
The Company, at the option of its Board of Directors, may
amend the Rights or redeem the Rights for $.01 at any time
before the acquisition by a person or group of beneficial ownership
of 15% or more of its common stock. The Board of Directors is also
authorized to reduce the 15% threshold to not less than 10%.
Unless redeemed earlier, the Rights will expire on October 31, 2008.

Stock Repurchases

During 1998, the Company entered into a series of forward pur-
chase agreements on its common stock that expire in 2004. These
agreements are settled on a net basis in shares of the Companys
common stock and do not require the Company to settle by pur-
chasing its common stock at market prices. To the extent that the
market price of the Company’s common stock on a settlement
date is higher/(lower) than the forward purchase price, the equiv-
alent value in shares of the net differential is received/(delivered)
by the Company. As of December 31, 2001, agreements were in
place covering approximately $387.2 of the Company’s common
stock (6.7 million shares) that had forward prices averaging $58.14
per share. During 2001 and 2000, settlements resulted in the
Company delivering 1,237689 and 217,574 shares, respectively.
During 1999, settlements resulted in the Company receiving
2,322,701 shares. All of these settlements were recorded as trea-
sury stock transactions.

Incentive Stock Plan

The Company has a plan that provides for grants of restricted
stock awards for officers and other executives of the Company
and its major subsidiaries. A committee of non-employee
members of the Board of Directors administers the plan. The
awarded shares vest at the end of the restriction period, generally
between three and five years. During 2001 and 2000, 511,120 and
667090 shares, respectively, were awarded to employees in
accordance with the provisions of the plan.

Stock Option Plans

The Companys Stock Option Plans (“Plans”) provide for the
issuance of non-qualified stock options to officers and key
employees. Options are granted at prices not less than the fair
market value on the date of grant with a term of up to ten years
and generally vesting over three to five years. As of December 31,
2001, 20,382,516 shares of common stock were available for
future grants.

The Plans contain a feature that provides for the grant of new
options when previously owned shares of Company stock are
used to exercise existing options. The number of new options
granted under this feature is equal to the number of shares of
previously owned Company stock used to exercise the original
options and to pay the related required U.S. income tax. The new
options are granted at a price equal to the fair market value on
the date of the new grant and have the same expiration date as
the original options exercised.

Stock option plan activity is summarized below:

2001 2000 1999
\Weighted Weighted Weighted
Shares Average Shares Average Shares Average
(in thousands) Exercise Price (in thousands) Exercise Price (in thousands) Exercise Price
Options outstanding, January 1 39,143 $41 39,196 $36 42,786 $28
Granted 7,842 57 9,762 53 11,414 53
Exercised (5,565) 37 (9,361) 32 (14,587) 26
Canceled or expired (487) 56 (454) 40 (417) 419
Options outstanding, December 31 40,933 44 39,143 41 39,196 36
Options exercisable, December 31 26,549 $39 24,840 $35 23,813 $28

The following table summarizes information relating to currently outstanding and exercisable options as of December 31, 2001

Weighted

Average
Remaining Options Weighted Options Weighted
Range of Contractual Life QOutstanding Average Exercisable Average
Exercise Prices (in years) (in thousands) Exercise Price (in thousands) Exercise Price
$13.01-$20.31 3 5,558 $17 5,558 $17
$20.79-$31.08 3 4,454 27 4,294 27
$31.33-546.78 6 6,147 38 5,732 37
$46.89-553.02 7 8,357 50 3,410 51
$53.06-556.68 8 10,623 56 3,346 56
$56.69-564.75 5 5,794 59 4,209 59
6 40,933 $44 26,549 $39
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The Company applies Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees,” and related inter-
pretations in accounting for options granted under the Plans.
Accordingly, no compensation expense has been recognized.
Had compensation expense been determined based on the
Black-Scholes option pricing model value at the grant date for
awards in 2001, 2000 and 1999 consistent with the provisions of
Statement of Financial Accounting Standards No. 123, “Account-
ing for Stock-Based Compensation” (SFAS 123), the Company’s net
income, basic earnings per common share and diluted earnings
per common share would have been $1,101.7. $194 per share and
$1.81 per share, respectively, in 2001; $1,006.1, $1.71 per share and
$1.60 per share, respectively, in 2000; and $8919, $149 per share
and $140 per share, respectively, in 1999.

The weighted average Black-Scholes value of stock option
grants issued in 2001, 2000 and 1999 was $9.37 $1095 and $8.61,
respectively. The Black-Scholes value of each option granted is
estimated using the Black-Scholes option pricing model with the
following assumptions: option term until exercise ranging from 2
to 7 years, volatility ranging from 22% to 41%, risk-free interest
rate ranging from 3.3% to 6.2% and an expected dividend yield
of 2.5%. The Black-Scholes model used to determine the option
values shown above was developed to estimate the fair value of
short-term freely tradable, fully transferable options without vest-
ing restrictions and was not designed to value reloads, all of
which significantly differ from the Company5 stock option awards.
The value of this model is also limited by the inclusion of highly
subjective assumptions that greatly affect calculated values.

6. Employee Stock Ownership Plan

In 1989, the Company expanded its Employee Stock Ownership
Plan (“ESOP”) through the introduction of a leveraged ESOP cov-
ering certain employees who have met eligibility requirements.
The ESOP issued $410.0 of long-term notes due through 2009
bearing an average interest rate of 8.7%. The long-term notes,
which are guaranteed by the Company, are reflected in the
accompanying Consolidated Balance Sheets. The ESOP used the
proceeds of the notes to purchase 6.3 million shares of Series B
Convertible Preference Stock (the “Stock”) from the Company. The
Stock has a minimum redemption price of $65 per share and pays
semiannual dividends equal to the higher of $2.44 or the current
dividend paid on eight common shares for the comparable six-
month period. During 2000, the ESOP entered into a loan agree-
ment with the Company under which the benefits of the ESOP
may be extended through 2035.

Dividends on these preferred shares, as well as common
shares also held by the ESOR are paid to the ESOP trust and,
together with cash contributions and advances from the Com-
pany, are used by the ESOP to repay principal and interest on the
outstanding notes. Preferred shares are released for allocation to
participants based upon the ratio of the current years debt ser-
vice to the sum of total principal and interest payments over the
life of the loan. At December 31, 2001, 1,630,743 shares were

allocated to participant accounts and 3428,343 shares were avail-
able for future allocation. Each allocated share may be converted
by the ESOP Trustee into eight common shares but preferred
shares generally convert only after the employee ceases to work
for the Company.

Dividends on these preferred shares are deductible for
income tax purposes and, accordingly, are reflected net of their
tax benefit in the Consolidated Statements of Retained Earnings,
Comprehensive Income and Changes in Capital Accounts.

Annual expense related to the leveraged ESOFR, determined as
interest incurred on the original notes, plus the higher of either
principal payments or the cost of shares allocated, less dividends
received on the shares held by the ESOP and advances from the
Company, was S0 in 2001, $34 in 2000 and $9.2 in 1999. Unearned
compensation, which is shown as a reduction in shareholders’
equity, represents the amount of ESOP debt outstanding reduced
by the difference between the cumulative cost of shares allocated
and the cumulative principal payments.

Interest incurred on the ESOPS notes was $304 in 2001, $314
in 2000 and $32.0 in 1999. The Company paid dividends on the
stock held by the ESOP of $294 in 2001, $28.6 in 2000 and $291
in 1999. Company contributions to the ESOP were $0 in 2001,
$4.8in 2000 and $9.3 in 1999.

7. Retirement Plans and Other Retiree Benefits
Retirement Plans

The Company, its U.S. subsidiaries and some of its overseas sub-
sidiaries maintain defined benefit retirement plans covering sub-
stantially all of their employees. Benefits are based primarily on
years of service and employees’ career earnings. In the Com-
panys principal U.S. plans, funds are contributed to the trusts in
accordance with regulatory limits to provide for current service
and for any unfunded projected benefit obligation over a reason-
able period. Assets of the plans consist principally of common
stocks, guaranteed investment contracts with insurance compa-
nies, investments in real estate funds and U.S. Government and
corporate obligations. Domestic plan assets also include invest-
ments in the Company’s common stock representing 10% and
11% of plan assets at December 31, 2001 and 2000, respectively.

Other Retiree Benefits

The Company and certain of its subsidiaries provide health care
and life insurance benefits for retired employees to the extent not
provided by government-sponsored plans. The Company utilizes
a portion of its leveraged ESOFP in the form of future retiree contri-
butions, to reduce its obligation to provide these postretirement
benefits and offset its current service cost. Postretirement benefits
otherwise are not currently funded.
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Summarized information of the Company5s defined benefit retirement plans and postretirement plans are as follows:

Pension Benefits

Other Retiree Benefits

2001 2000 2001 2000 2001 2000

United States International
Change in Benefit Obligation
Benefit obligation at beginning of year $ 938.3 $ 883.1 $345.0 $347.1 $164.2 S 156.1
Service cost 31.8 27.8 11.1 12.4 (4.6) (5.5)
Interest cost 71.5 68.2 21.5 22.0 16.6 16.6
Participants contribution 2.7 3.0 2.1 2.3 = =
Acquisitions/plan amendments — — 1.9 4.2 — —
Actuarial loss 70.3 36.8 10.3 4.7 23.9 11.3
Foreign exchange impact — = (14.9) (24.6) (3.7) (2.2)
Benefits paid (86.1) (80.6) (19.9) (23.1) (12.8) (12.1)
Benefit obligation at end of year $1,028.5 $ 9383 $357.1 $3450 $183.6 S 1642
Change in Plan Assets
Fair value of plan assets at beginning of year $ 932.7 51,0384 $243.7 $261.4 $ - S —
Actual return on plan assets (54.2) (33.5) (8.2) 4.5 - —
Company contributions 105.0 5.4 12.6 14.7 12.8 12.1
Plan participant contributions 2.7 3.0 2.1 2.3 — =
Foreign exchange impact = = (13.2) (16.1) = =
Benefits paid (86.1) (80.6) (19.9) (23.1) (12.8) (12.1)
Fair value of plan assets at end of year $ 900.1 $ 9327 $217.1 $243.7 $ - S —
Funded Status
Funded status at end of year $ (128.4) $ (5.6) $(140.0) S$(101.3) $(183.6) S(164.2)
Unrecognized net transition liability/(asset) .1 .8 .6 (3.2) — —
Unrecognized net actuarial loss/(gain) 200.8 (10.0) 46.4 21.0 13.5 (7.9)
Unrecognized prior service costs 20.6 26.9 7.0 8.0 (5.4) (6.5)
Net amount recognized $ 93.1 $ 121 $ (86.0) S (75.5) $(175.5) $(178.6)
Amounts Recognized in Balance Sheet
Other assets $ 1984 § 1028 $ 34.7 § 36.0 $ = § =
Other liabilities (105.3) (90.7) (120.7) (111.5) (175.5) (178.6)
Net amount recognized $ 93.1 § 121 $ (86.0) S (755) $(175.5) $(178.6)
\Xeighted Average Assumptions
Discount rate 7.25% 7.75%  6.69% 7.22%  7.25% 7.75%
Long-term rate of return on plan assets 9.00% 9.25%  8.86% 9.11% — —
Long-term rate of compensation increase 4.75% 5.00%  3.96% 4.43% — —
ESOP growth rate = = = — 10.00% 10.00%

The United States pension benefits include funded qualified plans covering most domestic employees and certain unfunded non-quali-
fied plans. As of December 31, 2001 and 2000, the United States qualified pension plans had benefit obligations of $892.2 and $822.3,
and plan assets of $896.8 and $929.3, respectively.

Pension Benefits

Other Retiree Benefits

2001 2000 1999 2001 2000 1999 2001 2000 1999
United States International

Components of Net Periodic Benefit Costs
Service cost $ 31.8 $27.8 $285 $11.1 $12.4 $13.3 $ 4.0 $ 3.7 S 3.4
Interest cost 71.5 68.2 63.6 21.5 22.0 21.3 16.6 16.6 14.5
Annual ESOP allocation - = - - - = (8.6) (9.2) (8.4)
Expected return on plan assets (86.6) (92.9) (82.7) (18.7) (19.1) (16.1) — — —
Amortization of transition/prior service costs 7.1 7.2 (-8) .1 — (.2) (1.0) (1.0) (-9)
Amortization of actuarial loss/(gain) .8 (6.6) 1.3 .7 3 1.1 1 2 (-4)
Net periodic benefit cost $24.6 $ 37 $ 99 $147 $15.6 $19.4  $11.1 $10.3 $ 82
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The accumulated benefit obligation and fair value of plan assets
for the pension plans with accumulated benefit obligations in
excess of plan assets were $287.2 and $69.5, respectively, as of
December 31, 2001, and $202.0 and $54, respectively, as of
December 31, 2000. These amounts represent non-qualified
domestic plans and plans at foreign locations that are primarily
unfunded, as such book reserves equal to the unfunded amount
have been recorded.

The projected benefit obligation and fair value of plan assets
for the pension plans with projected benefit obligations in excess
of plan assets were $472.6 and $199.5, respectively, as of Decem-
ber 31, 2001, and $291.7 and $504, respectively, as of December
31, 2000.

The assumed medical cost trend rate used in measuring the
postretirement benefit obligation was 8% for 2002, 7% for 2003,
6% for 2004 and 5% for years thereafter. Changes in this rate can
have a significant effect on amounts reported. The effect of a 1%
increase in the assumed medical cost trend rate would increase
the accumulated postretirement benefit obligation by approxi-
mately $171 and increase the annual expense by approximately
$2.3. The effect of a 1% decrease in the assumed medical cost
trend rate would decrease the accumulated postretirement bene-
fit obligation by approximately $14.2 and decrease the annual
expense by approximately S19.

8. Income Taxes
The provision for income taxes consists of the following for the
three years ended December 31:

2001 2000 1999
United States $153.5 $150.9 $130.5
International 368.6 352.5 326.8

$522.1 $503.4 $457.3

The components of income before income taxes are as follows for
the three years ended December 31:

2001 2000 1999

United States $ 4745 S 4833 S 4063
International 1,194.2 1,083.9 988.3
$1,668.7 $1,567.2 $1,394.6

The difference between the statutory U.S. federal income tax
rate and the Company5 global effective tax rate as reflected in
the Consolidated Statements of Income is as follows:

Percentage of Income Before Tax 2001 2000 1999

Tax at U.S. statutory rate 35.0% 35.0% 35.0%
State income taxes, net of federal benefit .6 4 9
Earnings taxed at other than

U.S. statutory rate (3.0) (1.7) (1.4)
Other, net (1.3) (1.6) (1.7)
Effective tax rate 31.3% 32.1% 32.8%

In addition, net tax benefits of $544 in 2001, $91.6 in 2000 and
$169.0 in 1999 were recorded directly through equity which
included tax benefits related to certain employee benefit plans.
The 1999 amount also reflects tax benefits related to currency
devaluation in Brazil.

Temporary differences between accounting for financial state-
ment purposes and accounting for tax purposes result in taxes
currently payable being lower than the total provision for income
taxes as follows:

2001 2000 1999

Property, plant and equipment $(12.1) S (3.2) S(11.6)
Pension and other postretirement benefits (29.0) (8.2) (4.0)
Alternative Minimum Tax credit utilization — (89.1) (39.0)
Other, net (0.7) 441 5.9
$(41.8) $(56.4) $(48.7)

The components of deferred tax assets/(liabilities) are as follows at
December 31:

2001 2000
Deferred Taxes—Current:

Accrued liabilities $ 653 S 653
Restructuring accrual = 6.9
Other, net 43.5 40.8
Total deferred taxes current 108.8 113.0

Deferred Taxes—Long-term:
Intangible assets (266.7) (270.1)
Property, plant and equipment (269.5) (257.4)
Pension and other postretirement benefits (0.3) 54.7
Tax loss and tax credit carryforwards 100.0 81.4
Other, net 40.3 18.8
Valuation allowance (84.4) (74.7)
Total deferred taxes long-term (480.6) (447.3)
Net deferred taxes $(371.8) $(334.3)

The major component of the 2001 and 2000 valuation allowance
relates to tax benefits in certain jurisdictions not expected to
be realized.

Applicable U.S. income and foreign withholding taxes have
not been provided on approximately $814.0 of undistributed
earnings of foreign subsidiaries at December 31, 2001. These earn-
ings are currently considered to be permanently invested and are
not subject to such taxes. Determining the tax liability that would
arise if these earnings were remitted is not practicable.

Ajax Wipes
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9. Supplemental Income Statement Information

Other Expense, Net 2001 2000 1999
Amortization of intangible assets $ 68.0 S 721 S 75.6
Earnings from equity investments (0.2) (2.2) (5.3)
Minority interest 40.1 32.6 30.4
Other, net (13.4) (50.2) (27.1)

$ 945 $523 § 736
Interest Expense, Net 2001 2000 1999
Interest incurred $192.4 $203.5 $224.0
Interest capitalized (14.4) (3-8) (11.8)
Interest income (11.9) (26.4) (40.6)

$166.1 $1733  S171.6
Research and development $184.9 $176.1 $169.2
Media advertising 509.0 550.9 575.6

10. Supplemental Balance Sheet Information

Inventories 2001 2000
Raw materials and supplies $188.0 $206.2
Work-in-process 27.9 30.7
Finished goods 461.1 449.7

$677.0 $686.6

Inventories valued under LIFO amounted to $143.1 and $133.0 at
December 31, 2001 and 2000, respectively. The excess of current
cost over LIFO cost at the end of each year was $30.5 and $344,
respectively. The liquidations of LIFO inventory quantities had no
effect on income in 2001, 2000 and 1999.

Property, Plant and Equipment, Net 2001 2000
Land $ 128.8 § 1290
Buildings 726.7 716.2
Machinery and equipment 3,553.4 3,442.1
4,408.9 4,287.3
Accumulated depreciation (1,895.4) (1,759.0)

$2,513.5 §$25283

Goodwill and Other Intangible Assets, Net 2001 2000

$2,623.0 $2,747.4
(719.0)  (651.0)

$ 1,904.0 $2,096.4

Goodwill and other intangibles
Accumulated amortization

The net book value, as of December 31, 2001 and 2000, of good-
will totaled $1,284.2 and $1452.8, respectively, and of other intan-
gible assets totaled $619.8 and $643.6, respectively.

Other Accruals 2001 2000
Accrued payroll and employee benefits $254.9 $286.9
Accrued advertising 261.8 267.1
Accrued interest 23.9 53.0
Accrued taxes other than income taxes 48.6 69.9
Other 234.1 223.3

$823.3 $900.2
Other Liabilities 2001 2000
Minority interest $204.1 S117.2
Pension and other benefits 401.5 380.8
Other 116.7 57.9

$722.3 $555.9

Accumulated Other Comprehensive Income

Accumulated Other Comprehensive Income is comprised of
cumulative foreign currency translation gains and losses, unreal-
ized gains and losses from derivative instruments designated as
cash flow hedges, unrealized gains and losses from available for
sale securities and minimum pension liability adjustments. As of
December 31, 2001 and 2000, Accumulated Other Comprehen-
sive Income primarily consisted of cumulative foreign currency
translation adjustments.

The 2001 cumulative translation adjustment charge resulted
primarily from devaluation of the Brazilian real of $105.0 and the
Argentine peso of $66.8. In 2000 and 1999, the cumulative trans-
lation adjustment charge related primarily to the devaluation of
the Brazilian real of $45.1 and $242 4, respectively. These charges
represented write-downs of foreign currency denominated assets
(primarily goodwill and property, plant and equipment) that will
result in lower depreciation expense in future periods.

11. Fair Value of Financial Instruments
In assessing the fair value of financial instruments at December
31, 2001 and 2000, the Company has used available market infor-
mation and other valuation methodologies. Some judgment
is necessarily required in interpreting market data to develop
the estimates of fair value, and, accordingly, changes in
assumptions or the estimation methodologies may affect the
fair value estimates.

The estimated fair values of the Company’s derivative
instruments are as follows:

2001 2000
Notional Fair Notional Fair
Amount Value Amount Value
Interest rate
swap contracts $788.8 $(13.7) $824.6 $3.7
Foreign currency
contracts 591.2 11.9 728.6 (3.3)
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The Company utilizes interest rate swap contracts to manage its
targeted mix of fixed and floating rate debt. Forward exchange
and currency swap contracts are utilized to hedge a portion of
the Companys foreign currency purchases and assets and
liabilities created in the normal course of business.

Forward exchange contracts used in hedging forecasted
foreign currency purchases have durations no greater than
18 months.

As of December 31, 2001, the Companys derivative instru-
ments were recorded as assets or liabilities at estimated fair value.
As of December 31, 2000, the net carrying values of the interest
rate swap contracts and the foreign currency contracts were $O
and $18.3, respectively. Prior to the adoption of SFAS 133, the fair
values related to certain of these contracts were not required to
be recognized in the Companys financial statements.

The cumulative gains/(losses) related to those foreign currency
contracts and interest rate swap contracts designated as cash
flow hedges expected to be recognized in earnings over the next
12 months, when the offsetting effects of the hedged item are
also recorded in earnings, are $1.8 and ($9.3), respectively.

Other Financial Instruments
The carrying amount of cash and cash equivalents, marketable
securities, long-term investments and short-term debt approxi-

13. Earnings Per Share
For the Year Ended 2001

For the Year Ended 2000

mated fair value as of December 31, 2001 and 2000. The esti-
mated fair value of the Company5s long-term debt, including cur-
rent portion, as of December 31, 2001 and 2000, was $3,312.5
and $2,880.7, respectively, and the related carrying value was
$3,1375 and $2,857], respectively.

Credit Risk

The Company is exposed to credit [oss in the event of nonperfor-
mance by counterparties to the financial instrument contracts
held by the Company; however, nonperformance by these coun-
terparties is considered remote as it is the Company’s policy to
contract with diversified counterparties that have a long-term
debt rating of A or higher. In addition, if all these counterparties
did not perform, the Companys risk of credit loss would not

be material.

12. Restructured Operations

In December 2000, the Company recorded a charge of $639
($42.5 aftertax) associated with the realignment of three manufac-
turing locations in Latin America and the exiting of our business in
Nigeria. The charge, recorded in Other expense, net, included
$14.2 for termination costs and $49.7 for exiting of manufacturing
operations. The restructuring was completed in 2001 with a final
payment of $7.2 representing termination costs for 979 employees.

For the Year Ended 1999

Shares Per Shares Per Shares Per
Income (millions) Share Income (millions) Share Income (millions) Share
Net income $1,146.6 $1,063.8 $937.3
Preferred dividends (21.7) (20.7) (21.0)
Basic EPS 1,124.9 557.8 $2.02 1,043.1 574.9 $1.81 916.3 583.1 $1.57
Stock options 8.8 9.8 11.7
ESOP conversion 21.3 41.1 20.3 42.6 19.7 44.0
Diluted EPS $1,146.2 607.7 $1.89 $1,063.4 627.3 $1.70 $936.0 638.8 $1.47

In determining the dilutive effect of the stock options, the number of shares resulting from the assumed exercise of the options is
appropriately reduced by the number of shares that could have been purchased by the Company with the proceeds from the exercise

of such options.

14. Commitments and Contingencies

Minimum rental commitments under noncancellable operating
leases, primarily for office and warehouse facilities, are $719 in
2002, $62.0 in 2003, $53.5 in 2004, $479 in 2005, $46.6 in 2006
and $1259 thereafter. Rental expense amounted to $969 in 2001,
$90.6 in 2000 and $102 4 in 1999. Contingent rentals, sublease
income and capital leases, which are included in fixed assets, are
not significant.

The Company has various contractual commitments to pur-
chase raw materials, products and services totaling $1564 that
expire through 2004.

The Company is a party to various superfund and other envi-
ronmental matters and is contingently liable with respect to law-
suits, taxes and other matters arising out of the normal course of
business. Management proactively reviews and manages its

exposure to, and the impact of, environmental matters and
other contingencies.

In 1995, the Company acquired the Kolynos oral care business
from American Home Products, as described in the Company’s
Form 8-K dated January 10, 1995. On September 8, 1998, the
Companys Brazilian subsidiary received notice of an administrative
proceeding from the Central Bank of Brazil primarily taking issue
with certain foreign exchange filings made with the Central Bank
in connection with the financing of this strategic transaction, but
in no way challenging or seeking to unwind the acquisition. The
Central Bank of Brazil in January 2001 notified the Company of its
decision in this administrative proceeding to impose a fine, which,
at the current exchange rate, approximates $110. The Company
has appealed the decision to the Brazilian Monetary System
Appeals Council (the “Council”), thereby suspending the fine
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pending the decision of the Council. If the fine is affirmed, interest
and penalties may also be assessed. Further appeals are available
within the Brazilian federal courts. Management believes, based
on the opinion of its Brazilian legal counsel and other experts, that
the filings challenged by the Central Bank fully complied with
Brazilian law and that the Company will prevail on appeal. The
Company intends to challenge this fine vigorously.

In addition, the Brazilian internal revenue authority has disal-
lowed interest deductions and foreign exchange losses taken
by the Companys Brazilian subsidiary in connection with the
financing of the Kolynos acquisition, imposing a tax assessment
which has been determined, at the current exchange rate, to
approximate $40. The Company has filed an administrative appeal

15. Quarterly Financial Data (Unaudited)

with the Brazilian internal revenue authority, and further appeals
are available within the Brazilian federal courts. Management
believes, based on the opinion of its Brazilian legal counsel and
other experts, that the disallowance is without merit and that
the Company will prevail on appeal. The Company intends to
challenge this assessment vigorously.

While it is possible that the Companys’s cash flows and results
of operations in a particular quarter or year could be affected by
the one-time impacts of the resolution of such contingencies, it is
the opinion of management that the ultimate disposition of these
matters, to the extent not previously provided for, will not have a
material impact on the Companys financial position or ongoing
cash flows and results of operations.

First Second Third Fourth
Quarter Quarter Quarter Quarter
2001
Net sales $2,292.6 $2,329.6 $2,391.2 $2,414.4
Gross profit 1,259.8 1,278.6 1,319.2 1,333.3
Net income 267.9 287.2 296.2 295.3
Earnings per common share:
Basic .47 .50 .52 .53
Diluted .44 .47 .49 .49
2000
Net sales $ 2,241.8 $ 2,336.7 S 2,366.5 S 24129
Gross profit 1,221.2 1,270.9 1,293.5 1,306.8
Net income 239.9 261.9 2753 286.7
Earnings per common share:
Basic 41 .45 47 49
Diluted .38 42 44 46

Market and Dividend Information
The Company’s common stock and $4.25 Preferred Stock are
listed on the New York Stock Exchange. The trading symbol for

Common Stock

the common stock is CL. Dividends on the common stock have
been paid every year since 1895 and the amount of dividends
paid per share has increased for 39 consecutive years.

$4.25 Preferred Stock

Market Price 2001 2000 2001 2000
Quarter Ended High Low High Low High Low High Low
March 31 $62.50 $51.00 $64.81 $42.75 $89.00 $86.85 $89.00 $86.00
June 30 61.00 51.26 62.63 52.63 89.75 85.93 88.00 86.00
September 30 60.25 52.64 59.88 43.06 88.00 85.50 88.00 85.75
December 31 59.41 56.15 64.56 46.50 88.00 85.00 88.50 86.50
Closing Price $57.75 $64.55 $87.50 $87.75
Dividends Paid Per Share
Quarter Ended 2001 2000 2001 2000
March 31 $.1575 $.1575 $1.0625 $1.0625
June 30 .1575 1575 1.0625 1.0625
September 30 .1800 1575 1.0625 1.0625
December 31 .1800 1575 1.0625 1.0625
Total $.675 $.63 $4.25 $4.25
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Ten-year compound

annual growth rate 2001 2000 1999

Continuing Operations
Net sales 4.5% $9,427.8 $9,357.9 $9.118.2
Results of operations:

Net income 12.01 1,146.6 1,063.8 937.3

Per share, basic 12.2¢ 2.02 1.81 1.57

Per share, diluted | 2.2¢ 1.89 1.70 1.47
Depreciation and amortization expense 336.2 337.8 340.2
Financial Position
Current ratio 1.0 1.0 1.0
Property, plant and equipment, net 2,513.5 2,528.3 2,551.1
Capital expenditures 340.2 366.6 372.8
Total assets 6,984.8 7,252.3 7,423.1
Long-term debt 2,812.0 2,536.9 2,243.3
Shareholders” equity 846.4 1,468.1 1,833.7
Share and Other
Book value per common share 1.54 2.57 3.14
Cash dividends declared and paid per common share .675 .63 .59
Closing price 57.75 64.55 65.00
Number of common shares outstanding (in millions) 550.7 566.7 578.9
Number of shareholders of record:

$4.25 Preferred 224 247 275

Common 40,900 42,300 44,600
Average number of employees 38,500 38,300 37,200

! All share and per share amounts have been restated to reflect the 1999, 1997 and 1991 two-for-one stock splits.

3] Income in 1994 includes a one-time charge of $5.2 for the sale of a non-core business, Princess House.

(
12 Income in 1995 includes a net provision for restructured operations of $369.2. (Excluding this charge, earnings per share would have been $.89, basic and $.84, diluted.)
[
[

4l Income in 1993 includes a one-time impact of adopting new mandated accounting standards, effective in the first quarter of 1993, of $358.2. (Excluding this charge,

earnings per share would have been $.84, basic and $.79, diluted.)
151 Income in 1991 includes a net provision for restructured operations of $243.0. (Excluding this charge, earnings per share would have been $.64, basic and $.60, diluted.)
() Excludes the impact of the 1991 provision for restructured operations referred to in footnote (5) above.

Glossary of Terms:

O Global market position: is based on external mar-
ket share information in major markets. Where external
data is not available, primarily in smaller markets, man-
agement estimates market position based upon its
understanding of the business and in relation to com-
petitors. Leadership and world ranking reflect countries
where Colgate has established its brands and are in
relation to competitors in those markets.

O Market share: percentage of the categorys retail
sales obtained by one brand or company. In this
report, unless otherwise stated, market shares are
based on value shares provided by ACNielsen.

0 Retail trade: the stores that sell our products
directly to consumers. These stores vary in size from
smaill, local, privately run outlets to large super centers
that are part of national chains.

O Return on capital (ROC): ratio that measures
how effectively the Company is utilizing its assets. ROC
is calculated as net income excluding aftertax interest
expense, divided by average capital. Capital consists
of total debt and total shareholders’ equity.

0 SAP: computer software that links all business
processes into one integrated system that can be
viewed in real-time by everyone connected to it. This
facilitates efficiencies and smooth running of the busi-
ness. SAP is a trademark of SAP Aktiengesellschaft.

0 “360-degree” marketing: reaching consumers
throughout their daily activities by going beyond the
use of traditional media and finding ways to promote
products at special events or in activities involving
many people.

O Unit volume growth: growth in product units
sold, weighted to reflect price per unit.
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Reaching Out, Building Consumption

Colgate reaches millions of children annually
through its sampling and oral education pro-
grams in developing countries such as India.
The consumption-building programs include
free dental screenings and teach good oral

care habits.




