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C o m p an y  O v erv iew  We are a g lo b al m aterials scien ce an d  m an u factu rin g  co m p an y  sp ecializin g  in  th e d esig n  an d  m an u factu re o f a w id e v ariety  o f lab elin g  an d  fu n ctio n al m aterials G lo b al scale: 1 8 0 +  o p eratin g  lo catio n s Materials scien ce cap ab ilities fo cu sed  o n  p ressu re-sen sitiv e ad h esiv es In n o v ativ e p ro cess tech n o lo g y  O p eratio n al an d  co m m ercial ex cellen ce L ab el an d  G rap h ic Materials $ 4 .9 B  2 0 1 8  N et sales; 5 .5 %  o rg an ic sales ch an g e(2 ) L arg est g lo b al p ro v id er o f self-ad h esiv e m aterials fo r p ack ag ed  g o o d s an d  v ariab le in fo rm atio n  lab elin g  L ead in g  p ro v id er o f g rap h ics an d  reflectiv e so lu tio n s R etail B ran d in g  an d  In fo rm atio n  S o lu tio n s $ 1 .6 B  2 0 1 8  N et sales; 6 .9 %  o rg an ic sales ch an g e(2 ) L arg est g lo b al p ro v id er o f tick ets, tag s an d  lab els, su stain ab le p ack ag in g  an d  o th er so lu tio n s fo r b ran d in g  an d  in fo rm atio n  m an ag em en t p u rp o ses p rim arily  fo r th e ap p arel in d u stry  In d u strial an d  H ealth care Materials $ 0 .7 B  2 0 1 8  N et sales; 1 .4 %  o rg an ic sales ch an g e(2 ) L ead in g  p ro v id er o f tap es, fasten ers an d  m ed ical p ressu re-sen sitiv e ad h esiv e b ased  m aterials an d  p ro d u cts B u sin ess S eg m en ts C o m p an y  at a g lan ce S u stain ab le co m p etitiv e ad v an tag es ~ 3 0 K  E m p lo y ees 5 0 +  C o u n tries w ith  o p eratio n s $ 9 .1 B  Mark et cap (1 ) $ 7 .2 B  2 0 1 8  N et sales A s o f March  8 , 2 0 1 9  N o n -G A A P  m easu res d efin ed  an d  reco n ciled  fro m  G A A P  in  A p p en d ix

 



C reatin g  S u p erio r L o n g -T erm  V alu e D riv e o u tsized  g ro w th  in  h ig h  v alu e p ro d u ct categ o ries w ith  h ig h er g ro w th  an d  m arg in  p o ten tial (e.g ., sp ecialty  lab els, g rap h ics, in d u strial tap es an d  rad io -freq u en cy  id en tificatio n ) G ro w  p ro fitab ly  in  o u r b ase b u sin ess th ro u g h  tailo red  g o -to -m ark et strateg ies an d  d iscip lin ed  ex ecu tio n  Main tain  o u r relen tless fo cu s o n  p ro d u ctiv ity  th ro u g h  co n tin u ed  o p eratio n al ex cellen ce an d  en terp rise lean  sig m a D ep lo y  cap ital effectiv ely  b y  b alan cin g  in v estm en ts in  o rg an ic g ro w th , p ro d u ctiv ity  an d  acq u isitio n s, w h ile retu rn in g  cash  to  sto ck h o ld ers We striv e to  create su p erio r lo n g -term , su stain ab le v alu e fo r o u r cu sto m ers, em p lo y ees an d  in v esto rs, an d  im p ro v e th e co m m u n ities in  w h ich  w e o p erate 1  2  3  4  N et C ash  P ro v id ed  b y  O p eratin g  A ctiv ities F ree C ash  F lo w *  (In  m illio n s) 2 0 1 6  2 0 1 7  2 0 1 8  K ey  S trateg ies R ep o rted  E arn in g s P er S h are (E P S ) A d ju sted  E P S *  2 0 1 6  2 0 1 7  2 0 1 8  R ep o rted  S ales C h an g e O rg an ic S ales C h an g e*  2 0 1 6  2 0 1 7  2 0 1 8  *  N o n -G A A P  m easu res d efin ed  an d  reco n ciled  fro m  G A A P  in  A p p en d ix  2 .0 %  8 .7 %  8 .2 %  3 .9 %  4 .2 %  5 .5 %  2 0 1 5  2 0 1 6  2 0 1 7  $ 3 .5 4  $ 3 .1 3  $ 5 .2 8  $ 4 .0 2  $ 5 .0 0  $ 6 .0 6  2 0 1 6  2 0 1 7  2 0 1 8  $ 5 8 2 .1  $ 6 4 5 .7  $ 4 5 7 .9  $ 3 8 7 .1  $ 4 2 1 .7  $ 4 2 9 .2  2 0 1 5  2 0 1 6  2 0 1 7

 



C ap ital A llo catio n  O v er th e last fiv e y ears, w e h av e allo cated  o v er $ 2  b illio n  to  d iv id en d s an d  sh are rep u rch ases We h av e also  in v ested  in  o u r b u sin esses to  su p p o rt fu tu re g ro w th  an d  p ro d u ctiv ity  im p ro v em en t (in clu d in g  $ 2 5 6 .6  m illio n  in  cap ital ex p en d itu res in  2 0 1 8 ) an d  m ad e fiv e acq u isitio n s an d  eq u ity  in v estm en ts in  fiv e o th er co m p an ies th at in creased  o u r ex p o su re to  h ig h  v alu e p ro d u ct categ o ries S to ck h o ld er V alu e C reatio n  D esp ite n eg ativ e T S R  in  2 0 1 8 , o u r cu m u lativ e T S R  fo r th e m o st recen t 3 - an d  5 -calen d ar y ear p erio d s sig n ifican tly  o u tp erfo rm ed  th e S & P  5 0 0 ®  an d  th e m ed ian  o f th e S & P  5 0 0  In d u strials an d  Materials su b sets We b eliev e o u r lo n g er-term  T S R  is a m o re m ean in g fu l m easu re th an  o u r 1 -y ear T S R , w h ich  can  b e sig n ifican tly  im p acted  b y  sh o rt-term  m ark et v o latility  th at m ay  b e u n related  to  o u r u n d erly in g  p erfo rm an ce D iscip lin ed  C ap ital A llo catio n  an d  S tro n g  S to ck h o ld er V alu e C reatio n  C ap ital A llo cated  to  D iv id en d s, S h are R ep u rch ases an d  A cq u isitio n s*  *  A m o u n ts fo r acq u isitio n s in clu d e in v estm en ts in  u n co n so lid ated  b u sin esses 1 -, 3 - an d  5 -Y ear T o tal S to ck h o ld er R etu rn  (T S R ) * *  R ep resen ts av erag e o f S & P  5 0 0  In d u strials an d  Materials secto rs 2 0 1 4  2 0 1 5  2 0 1 6  2 0 1 7  2 0 1 8  3 -Y ear T S R  5 -Y ear T S R  A V Y  6 .2 %  2 3 .8 %  1 4 .6 %  6 6 .7 %  (2 0 .3 )%  5 2 .3 %  1 0 0 .2 %  S & P  5 0 0  1 3 .7 %  1 .4 %  1 2 .0 %  2 1 .8 %  (4 .4 )%  3 0 .4 %  5 0 .3 %  S & P  5 0 0  In d u s. an d  Mats.* *  (m ed ian ) 1 1 .8 %  (4 .5 )%  2 0 .0 %  2 6 .9 %  (1 5 .5 )%  3 5 .2 %  4 8 .9 %  $ 1 2 5 .1  $ 1 3 3 .1  $ 1 4 2 .5  $ 1 5 5 .5  $ 1 7 5 .0  $ 3 5 5 .5  $ 2 3 2 .3  $ 2 6 2 .4  $ 1 2 9 .7  $ 3 9 2 .9  $ 2 3 7 .2  $ 3 1 9 .3  $ 3 .8  2 0 1 4  2 0 1 5  2 0 1 6  2 0 1 7  2 0 1 8  ($  m illio n s) D iv id en d s S h are R ep u rch ases A cq u isitio n s

 



D eliv erin g  o n  L o n g -T erm  F in an cial T arg ets O u r lo n g -term  g ro w th  targ ets aim  to  b alan ce stro n g  to p -lin e g ro w th  w ith  m arg in  ex p an sio n  to  d eliv er to p -q u artile retu rn s 2 0 2 1  F in an cial T arg ets O n  track  to  d eliv er 2 0 1 8  F in an cial T arg ets A ch iev ed  o r E x ceed ed  O rg an ic S ales G ro w th  G A A P  O p eratin g  Marg in  R etu rn  o n  T o tal C ap ital (R O T C ) 4 % -5 %  9 % -1 0 %  in  2 0 1 8  4 .3 %  1 7 .7 %  2 0 1 4 -2 0 1 8  R E S U L T S (2 ) 2 0 1 4 -2 0 1 8  T A R G E T S (1 ) (1 ) P ercen tag es fo r o rg an ic sales g ro w th  an d  ad ju sted  E P S  g ro w th  reflect co m p o u n d  an n u al g ro w th  rates w ith  2 0 1 3  as th e b ase p erio d . (2 ) R esu lts fo r n o n -G A A P  m easu res are reco n ciled  fro m  G A A P  in  A p p en d ix . (3 ) P ercen tag es fo r o rg an ic sales g ro w th  an d  ad ju sted  E P S  g ro w th  reflect co m p o u n d  an n u al g ro w th  rates w ith  2 0 1 6  as th e b ase p erio d . T arg et fo r sales g ro w th  ex . cu rren cy  reflects im p act o f co m p leted  acq u isitio n s as o f March  2 0 1 7  o f ap p ro x im ately  1  p o in t. 4 % +  o rg an ic 5 % +  ex . cu rren cy  1 0 % +  1 7 % +  in  2 0 2 1  2 0 1 7 -2 0 2 1  T A R G E T S (3 ) 4 .8 %  o rg an ic 7 .5 %  ex . cu rren cy  2 2 .8 %  1 8 .6 %  in  2 0 1 8  2 0 1 7 -2 0 1 8  R E S U L T S (2 ) 1 6 % +  1 8 .6 %  A d ju sted  E P S  G ro w th  1 2 % -1 5 % +  1 0 .0 %  in  2 0 1 8  1 0 % +  in  2 0 2 1  1 0 .0 %  in  2 0 1 8  F o r th e 2 0 1 4 -2 0 1 8  p erio d , o n  a 5 -y ear co m p o u n d  an n u al b asis (w ith  2 0 1 3  as th e b ase p erio d ), G A A P  rep o rt n et sales, rep o rted  E P S  an d  rep o rted  n et in co m e g rew  b y  3 .1 % , 1 9 .9 %  an d  1 7 .0 % , resp ectiv ely  F o r th e 2 0 1 7 -2 0 1 8  p erio d , o n  a 2 -y ear co m p o u n d  an n u al b asis (w ith  2 0 1 6  as th e b ase p erio d ), G A A P  rep o rt n et sales, rep o rted  E P S  an d  rep o rted  n et in co m e g rew  b y  8 .5 % , 2 2 .1 %  an d  2 0 .7 % , resp ectiv ely

 



S u stain ab ility  is a C o re V alu e o f O u r C o m p an y  We ap p ro ach  su stain ab ility  w ith  in ten se fo cu s, in d u stry -lead in g  in n o v atio n , an d  an  em p h asis o n  m easu rab le p ro g ress. In  2 0 1 5 , w e an n o u n ced  th e su stain ab ility  g o als w e aim  to  ach iev e b y  2 0 2 5 . P ro g ress to w ard  ach iev in g  o u r 2 0 2 5  su stain ab ility  g o als: R E S P O N S IB L E  S O U R C IN G  WA S T E  MIN IMIZ A T IO N  H U MA N  C A P IT A L  MG MT  R ed u ced  o u r ab so lu te G H G  em issio n s b y  o v er 2 5 %  co m p ared  to  o u r 2 0 1 5  b aselin e D iv erted  o v er 9 0 %  o f o u r so lid  w aste fro m  lan d fills C o n tin u ed  o u r w o rld  class safety  reco rd , w ith  a reco rd ab le in cid en t rate o f 0 .2 5  in  2 0 1 8 , far su rp assin g  th e m an u factu rin g  in d u stry  av erag e o f 3 .5  in  2 0 1 7 , th e m o st recen tly  av ailab le in fo rm atio n  Mad e g ran ts th ro u g h  th e A v ery  D en n iso n  F o u n d atio n  to  ad v an ce w o m en ’s em p o w erm en t, ed u catio n al o p p o rtu n ities an d  su stain ab ility  aro u n d  th e w o rld  N am ed  # 7 1  o n  B arro n ’s 1 0 0  Mo st S u stain ab le C o m p an ies in  F eb ru ary  2 0 1 9  E n su re th at 7 0 %  o f th e film s w e b u y  co n fo rm  to , o r en ab le en d  p ro d u cts to  co n fo rm  to , o u r en v iro n m en tal an d  so cial g u id in g  p rin cip les E n su re th at 7 0 %  o f th e ch em icals w e b u y  co n fo rm  to , o r en ab le en d  p ro d u cts to  co n fo rm  to , o u r en v iro n m en tal an d  so cial g u id in g  p rin cip les T h ro u g h  in n o v atio n , d eliv er ab o v e av erag e g ro w th  in  sales fro m  su stain ab ility -d riv en  p ro d u cts an d  serv ices E n su re th at 7 0 %  o f o u r p ro d u cts an d  so lu tio n s co n fo rm  to , o r en ab le en d  p ro d u cts to  co n fo rm  to , o u r en v iro n m en tal an d  so cial g u id in g  p rin cip les A ch iev e at least 3 %  ab so lu te red u ctio n  o f g reen h o u se g as em issio n s y ear-o v er-y ear an d  at least a 2 6 %  o v erall red u ctio n , co m p ared  to  o u r 2 0 1 5  b aselin e, b y  2 0 2 5  S o u rce 1 0 0 %  certified  p ap er, o f w h ich  at least 7 0 %  w ill b e F o rest S tew ard sh ip  C o u n cil® -certified  B e 9 5 %  lan d fill-free, w ith  at least 7 5 %  o f o u r w aste reu sed , rep u rp o sed  o r recy cled  E lim in ate 7 0 %  o f th e m atrix  an d  lin er w aste fro m  o u r v alu e ch ain  C o n tin u e to  cu ltiv ate a d iv erse (4 0 % +  fem ale at th e lev el o f m an ag er an d  ab o v e), en g ag ed , safe (reco rd ab le in cid en t rate o f < 0 .2 5 ), p ro d u ctiv e an d  h ealth y  w o rk fo rce C o n tin u e to  in v est in  o u r em p lo y ees an d  th e co m m u n ities in  w h ich  th ey  liv e an d  w o rk

 



O u r D irecto r N o m in ees R eflect D iv erse S k ills an d  B ack g ro u n d s O u r d irecto r n o m in ees p o ssess th e d iv erse sk ills an d  ex p erien ce n ecessary  to  g u id e o u r strateg y  an d  en su re o u r lo n g -term  su ccess Mitch ell B u tier C h airm an -E lect, P resid en t &  C E O , A v ery  D en n iso n  D av id  P y o tt R etired  C h airm an  &  C E O , A llerg an  Mark  B arren ech ea V ice C h air, C E O  &  C T O , O p en T ex t B rad ley  A lfo rd  R etired  C h airm an  &  C E O , N estlé U S A  A n th o n y  A n d erso n  R etired  V ice C h air &  Man ag in g  P artn er, E rn st &  Y o u n g  P eter B ark er R etired  C h airm an  o f C alifo rn ia, JP Mo rg an  C h ase K en  H ick s C h airm an  &  C E O , A cad em y  S p o rts +  O u td o o rs A n d res L o p ez P resid en t &  C E O , O w en s-Illin o is P atrick  S iew ert Man ag in g  D irecto r &  P artn er, T h e C arly le G ro u p  Ju lia S tew art F o rm er C h airm an  &  C E O , D in e B ran d s G lo b al Marth a S u lliv an  P resid en t &  C E O , S en sata T ech n o lo g ies R o b u st L ead  In d ep en d en t D irecto r R o le D av id  P y o tt 9 1 %  in d ep en d en t 3  n ew  d irecto rs in  last 5  y ears L o n g stan d in g  co m m itm en t to  o n g o in g  sh areh o ld er en g ag em en t O n g o in g  B o ard  refresh m en t an d  su ccessio n  p lan n in g  p ractices A v erag e ten u re o f 9  y ears P resid es o v er ex ecu tiv e sessio n s o f in d ep en d en t d irecto rs an d  m eetin g s o f o u r B o ard  at w h ich  o u r C h airm an  is n o t p resen t S erv es as liaiso n  b etw een  o u r C h airm an  an d  o u r in d ep en d en t d irecto rs A p p ro v es m eetin g  ag en d as an d  sch ed u les an d  o th er in fo rm atio n  sen t to  o u r B o ard  to  en su re ap p ro p riate item s are d iscu ssed , w ith  su fficien t tim e fo r d iscu ssio n  o f all item s C alls m eetin g s o f in d ep en d en t d irecto rs w h en  n ecessary  o r ap p ro p riate If req u ested , co n su lt an d  m eet w ith  sh areh o ld ers D irecto r N o m in ee H ig h lig h ts In  F eb . 2 0 1 9 , o u r C h airm an , D ean  S carb o ro u g h , n o tified  o u r B o ard  o f h is in ten tio n  n o t to  stan d  fo r reelectio n  at th e 2 0 1 9  A n n u al Meetin g  so  th at h e m ay  fo cu s o n  o th er en d eav o rs In  lig h t o f Mr. S carb o ro u g h ’s u p co m in g  d ep artu re, th e G o v ern an ce C o m m ittee ev alu ated  o u r B o ard  lead ersh ip  stru ctu re an d  reco m m en d ed  to  o u r B o ard  th at Mitch  B u tier, o u r P resid en t an d  C E O , b e elected  C h airm an , su b ject to  h is reelectio n  C h an g e in  B o ard  C h airm an  R acially /E th n ically  D iv erse 1 8 %  G en d er D iv erse 1 8 %  3 6 %  D IV E R S E

 



E n g ag em en t In fo rm s S tro n g  G o v ern an ce an d  C o m p en satio n  P ro files G o v ern an ce A n n u al electio n  o f d irecto rs Majo rity  v o tin g  in  d irecto r electio n s S in g le class o f o u tstan d in g  v o tin g  sto ck  Mark et-stan d ard  p ro x y  access N o  su p erm ajo rity  v o tin g  req u irem en ts N o  p o iso n  p ill N o  ex clu siv e fo ru m  o r fee sh iftin g  b y law s D irecto r n o m in ees 9 1 %  in d ep en d en t R o b u st lead  in d ep en d en t d irecto r ro le O n g o in g  d irecto r su ccessio n  p lan n in g  an d  b o ard  refresh m en t E x ecu tiv e su ccessio n  p lan n in g  an d  lead ersh ip  d ev elo p m en t A n n u al b o ard  ev alu atio n s Man d ato ry  d irecto r retirem en t p o licy  D irect b o ard  access to  m an ag em en t an d  ex p erts S to ck h o ld er R ig h ts R ig o ro u s sto ck  o w n ersh ip  p o licy  (6 x  salary  fo r C E O ); req u ires 5 0 %  to  b e h eld  in  v ested  sh ares D o u b le-trig g er ch an g e o f co n tro l eq u ity  v estin g  C law b ack  p o licy  N o  h ed g in g  o r p led g in g  o f A V Y  sto ck  N o  em p lo y m en t ag reem en ts w ith  N E O s N o  g ro ss-u p s o n  ch an g e o f co n tro l sev eran ce b en efits C o m p en satio n  R esp o n ses O u treach  2 0 1 8  P ro x y  S easo n  R o b u st an d  O n g o in g  E n g ag em en t R esp o n ses C o n v ersatio n s O u treach  2 0 1 8  O ff-S easo n  C o n tin u ally  im p ro v ed  g o v ern an ce an d  co m p en satio n  p ro x y  d isclo su re, in clu d in g  th ro u g h  in creasin g ly  g rap h ical p resen tatio n  P ro activ e ad o p tio n  o f m ark et-stan d ard  p ro x y  access (3 /3 /2 0 /2 0 ) S u ccessfu lly  ex ecu ted  C E O  su ccessio n  p lan  R eg u lar d irecto r su ccessio n  p lan n in g  an d  B o ard  refresh m en t E n h an cem en ts In fo rm ed  b y  E n g ag em en t

 



C E O  C o m p en satio n  O v erv iew  5 0 %  B ase S alary  T arg eted  at m ark et m ed ian  A n n u al In cen tiv e A w ard  P lan  1 0 0 %  b ased  o n  fin an cial p erfo rm an ce; fo r co rp o rate N E O s: 6 0 %  A d ju sted  E P S  2 0 %  A d ju sted  S ales G ro w th  2 0 %  F ree C ash  F lo w  In d iv id u al P erfo rm an ce Mo d ifier b ased  o n  ach iev em en t ag ain st p red eterm in ed  an d  o b jectiv ely  m easu rab le strateg ic o b jectiv es (g en erally  cap p ed  at 1 0 0 %  fo r N E O s) L o n g -T erm  In cen tiv e A w ard s 1 0 0 %  F in an cial P erfo rm an ce 5 0 %  R elativ e T S R (1 ) 5 0 %  C u m u lativ e E V A (2 ) T h ree-y ear cliff v estin g  R elativ e T S R  cap p ed  at 1 0 0 %  if ab so lu te T S R  is n eg ativ e 1 0 0 %  F in an cial P erfo rm an ce 1 0 0 %  A b so lu te T S R (3 ) V est b ased  o n  o n e-, tw o -, th ree-, an d  fo u r y ear p erfo rm an ce p erio d s (av erag e p erfo rm an ce p erio d  o f 2 .5  y ears) T arg et p ay o u t req u ires ab so lu te T S R  o f 1 0 %  P erfo rm an ce U n its (5 0 % ) Mark et-L ev erag ed  S to ck  U n its (5 0 % ) 8 6 %  P erfo rm an ce-B ased  R elativ e T S R  co m p ares o u r T S R  to  th e T S R  o f co m p an ies in  a p eer g ro u p  satisfy in g  o b jectiv e criteria fo r in d u stry  classificatio n  an d  rev en u e size, th e n am es o f w h ich  are d isclo sed  o n  p ag e 5 6  o f o u r 2 0 1 9  p ro x y  statem en t E co n o m ic V alu e A d d ed  (E V A ) is a m easu re o f fin an cial p erfo rm an ce calcu lated  b y  d ed u ctin g  th e eco n o m ic co st asso ciated  w ith  th e u se o f cap ital (w eig h ted  av erag e co st o f cap ital m u ltip lied  b y  av erag e in v ested  cap ital) fro m  after-tax  o p eratin g  p ro fit A b so lu te T S R  m easu res th e retu rn  th at w e h av e p ro v id ed  o u r sto ck h o ld ers, in clu d in g  sto ck  p rice ap p reciatio n  an d  d iv id en d s p aid  (assu m in g  rein v estm en t o f d iv id en d s), ex p ressed  as a p ercen tag e 2 0 1 8  C E O  T arg et T o tal D irect C o m p en satio n  Mix
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R eco n ciliatio n  o f N o n -G A A P  F in an cial Measu res fro m  G A A P  T h is p resen tatio n  co n tain s certain  n o n -G A A P  fin an cial m easu res as d efin ed  b y  S E C  ru les. We rep o rt o u r fin an cial resu lts in  co n fo rm ity  w ith  acco u n tin g  p rin cip les g en erally  accep ted  in  th e U n ited  S tates o f A m erica, o r G A A P , an d  also  co m m u n icate w ith  in v esto rs u sin g  certain  n o n -G A A P  fin an cial m easu res. T h ese n o n -G A A P  fin an cial m easu res are n o t in  acco rd an ce w ith , n o r are th ey  a su b stitu te fo r o r su p erio r to , th e co m p arab le G A A P  fin an cial m easu res. T h ese n o n -G A A P  fin an cial m easu res are in ten d ed  to  su p p lem en t th e p resen tatio n  o f o u r fin an cial resu lts th at are p rep ared  in  acco rd an ce w ith  G A A P . B ased  u p o n  feed b ack  fro m  in v esto rs an d  fin an cial an aly sts, w e b eliev e th at th e su p p lem en tal n o n -G A A P  fin an cial m easu res w e p ro v id e are u sefu l to  th eir assessm en t o f o u r p erfo rm an ce an d  o p eratin g  tren d s, as w ell as liq u id ity . O u r n o n -G A A P  fin an cial m easu res ex clu d e th e im p act o f certain  ev en ts, activ ities o r strateg ic d ecisio n s. T h e acco u n tin g  effects o f th ese ev en ts, activ ities o r d ecisio n s, w h ich  are in clu d ed  in  th e G A A P  fin an cial m easu res, m ay  m ak e it d ifficu lt to  assess o u r u n d erly in g  p erfo rm an ce in  a sin g le p erio d . B y  ex clu d in g  th e acco u n tin g  effects, b o th  p o sitiv e o r n eg ativ e, o f certain  item s (e.g ., restru ctu rin g  ch arg es, leg al settlem en ts, certain  effects o f strateg ic tran sactio n s an d  related  co sts, lo sses fro m  d eb t ex tin g u ish m en ts, g ain s o r lo sses fro m  cu rtailm en t o r settlem en t o f p en sio n  o b lig atio n s, g ain s o r lo sses o n  sales o f certain  assets, an d  o th er item s), w e b eliev e th at w e are p ro v id in g  m ean in g fu l su p p lem en tal in fo rm atio n  th at facilitates an  u n d erstan d in g  o f o u r co re o p eratin g  resu lts an d  liq u id ity  m easu res. T h ese n o n -G A A P  fin an cial m easu res are u sed  in tern ally  to  ev alu ate tren d s in  o u r u n d erly in g  p erfo rm an ce, as w ell as to  facilitate co m p ariso n  to  th e resu lts o f co m p etito rs fo r a sin g le p erio d . Wh ile so m e o f th e item s w e ex clu d e fro m  G A A P  fin an cial m easu res recu r, th ey  ten d  to  b e d isp arate in  am o u n t, freq u en cy , o r tim in g . We u se th e fo llo w in g  n o n -G A A P  fin an cial m easu res in  th is p resen tatio n : S ales ch an g e ex . cu rren cy  refers to  th e in crease o r d ecrease in  sales ex clu d in g  th e estim ated  im p act o f fo reig n  cu rren cy  tran slatio n  an d  cu rren cy  ad ju stm en t fo r tran sitio n al rep o rtin g  o f h ig h ly  in flatio n ary  eco n o m ies (A rg en tin a). T h e estim ated  im p act o f fo reig n  cu rren cy  tran slatio n  is calcu lated  o n  a co n stan t cu rren cy  b asis, w ith  p rio r p erio d  resu lts tran slated  at cu rren t p erio d  av erag e ex ch an g e rates to  ex clu d e th e effect o f cu rren cy  flu ctu atio n s. O rg an ic sales ch an g e refers to  sales ch an g e ex . cu rren cy , ex clu d in g  th e estim ated  im p act o f p ro d u ct lin e ex its, acq u isitio n s an d  d iv estitu res, an d , w h ere ap p licab le, th e ex tra w eek  in  o u r fiscal y ear. We b eliev e th at sales ch an g e ex . cu rren cy  an d  o rg an ic sales

ch an g e assist in v esto rs in  ev alu atin g  th e sales ch an g e fro m  th e o n g o in g  activ ities o f o u r b u sin esses an d  en h an ce th eir ab ility  to  ev alu ate o u r resu lts fro m  p erio d  to  p erio d . A d ju sted  n et in co m e p er co m m o n  sh are, assu m in g  d ilu tio n  (ad ju sted  E P S ), refers to  ad ju sted  n et in co m e d iv id ed  b y  w eig h ted  av erag e n u m b er o f co m m o n  sh ares o u tstan d in g , assu m in g  d ilu tio n . A d ju sted  n et in co m e is in co m e fro m  co n tin u in g  o p eratio n s b efo re tax es, tax -effected  at th e ad ju sted  tax  rate, an d  ad ju sted  fo r tax -effected  restru ctu rin g  ch arg es an d  o th er item s. A d ju sted  tax  rate is th e fu ll-y ear G A A P  tax  rate, ad ju sted  to  ex clu d e certain  u n u su al o r in freq u en t ev en ts th at are ex p ected  to  sig n ifican tly  im p act th e G A A P  tax  rate, su ch  as co m p letio n  o f o u r 2 0 1 7  p ro v isio n al estim ate o f th e im p act o f th e U .S . T ax  C u ts an d  Jo b s A ct (T C JA ), im p acts related  to  o u r U .S . p en sio n  p lan  term in atio n , an d  th e effects o f d iscrete tax  p lan n in g  actio n s. We b eliev e th at ad ju sted  E P S  assists in v esto rs in  u n d erstan d in g  o u r co re o p eratin g  tren d s an d  co m p arin g  o u r resu lts w ith  th o se o f o u r co m p etito rs. F ree cash  flo w  refers to  cash  flo w  p ro v id ed  b y  o p eratin g  activ ities, less p ay m en ts fo r p ro p erty , p lan t an d  eq u ip m en t, so ftw are an d  o th er d eferred  ch arg es, p lu s p ro ceed s fro m  sales o f p ro p erty , p lan t an d  eq u ip m en t, p lu s (m in u s) n et p ro ceed s fro m  sales (p u rch ases) o f in v estm en ts an d  p ro ceed s fro m  in su ran ce. F ree cash  flo w  is also  ad ju sted  fo r th e cash  co n trib u tio n s related  to  th e term in atio n  o f o u r U .S . p en sio n  p lan . We b eliev e th at free cash  flo w  assists in v esto rs b y  sh o w in g  th e am o u n t o f cash  w e h av e av ailab le fo r d eb t red u ctio n s, d iv id en d s, sh are rep u rch ases, an d  acq u isitio n s. R etu rn  o n  to tal cap ital (R O T C ) refers to  n et in co m e ex clu d in g  th e ex p en se an d  tax  b en efit o f d eb t fin an cin g  d iv id ed  b y  th e av erag e o f b eg in n in g  an d  en d in g  in v ested  cap ital. We b eliev e th at R O T C  assists in v esto rs in  u n d erstan d in g  o u r ab ility  to  g en erate retu rn s fro m  o u r cap ital.

 



R eco n ciliatio n  o f N o n -G A A P  F in an cial Measu res fro m  G A A P  (1 ) T o tals m ay  n o t su m  d u e to  ro u n d in g  an d  o th er facto rs O R G A N IC  S A L E S  C H A N G E  B Y  S E G ME N T  ($  in  m illio n s) L ab el an d  G rap h ic Materials 2 0 1 7  2 0 1 8  N et sales $ 4 ,5 1 1 .7  $ 4 ,8 5 1 .1  R ep o rted  sales ch an g e 7 .7 %  7 .5 %  F o reig n  cu rren cy  tran slatio n  (0 .8 )%  (1 .9 )%  S ales ch an g e ex . cu rren cy  (n o n -G A A P )(1 ) 6 .9 %  5 .7 %  A cq u isitio n s (2 .7 )%  (0 .2 )%  O rg an ic sales ch an g e (n o n -G A A P )(1 ) 4 .2 %  5 .5 %  R etail B ran d in g  an d  In fo rm atio n  S o lu tio n s 2 0 1 7  2 0 1 8  N et sales $ 1 ,5 1 1 .2  $ 1 ,6 1 3 .2  R ep o rted  sales ch an g e 4 .6 %  6 .7 %  F o reig n  cu rren cy  tran slatio n  0 .4 %  0 .2 %  S ales ch an g e ex . cu rren cy  (n o n -G A A P )(1 ) 5 .0 %  6 .9 %  A cq u isitio n s — — O rg an ic sales ch an g e (n o n -G A A P )(1 ) 5 .0 %  6 .9 %  In d u strial an d  H ealth care Materials 2 0 1 7  2 0 1 8  N et sales $ 5 9 0 .9  $ 6 9 4 .7  R ep o rted  sales ch an g e 3 0 .2 %  1 7 .6 %  F o reig n  cu rren cy  tran slatio n  (0 .4 )%  (1 .5 )%  S ales ch an g e ex . cu rren cy  (n o n -G A A P )(1 ) 2 9 .9 %  1 6 .1 %  A cq u isitio n s (2 7 .9 )%  (1 4 .7 )%  O rg an ic sales ch an g e (n o n -G A A P )(1 ) 2 .0 %  1 .4 %

 



R eco n ciliatio n  o f N o n -G A A P  F in an cial Measu res fro m  G A A P  O R G A N IC  S A L E S  C H A N G E  (1 ) R eflects fiv e-y ear co m p o u n d  an n u al g ro w th  rates, w ith  2 0 1 3  as th e b ase p erio d . (2 ) R eflects tw o -y ear co m p o u n d  an n u al g ro w th  rates, w ith  2 0 1 6  as th e b ase p erio d . (3 ) T o tals m ay  n o t su m  d u e to  ro u n d in g  an d  o th er facto rs. ($  in  m illio n s) 2 0 1 4  2 0 1 5  2 0 1 6  2 0 1 7  2 0 1 8  2 0 1 4 -2 0 1 8  5 -Y R  C A G R (1 ) 2 0 1 7 -2 0 1 8  2 -Y R  C A G R (2 ) N et sales $ 6 ,3 3 0 .3  $ 5 ,9 6 6 .9  $ 6 ,0 8 6 .5  $ 6 ,6 1 3 .8  $ 7 ,1 5 9 .0  R ep o rted  sales ch an g e 3 .1 %  (5 .7 )%  2 .0 %  8 .7 %  8 .2 %  F o reig n  cu rren cy  tran slatio n  1 .1 %  8 .6 %  2 .6 %  (0 .5 )%  (1 .4 )%  S ales ch an g e ex . cu rren cy  (n o n -G A A P )(3 ) 4 .2 %  2 .9 %  4 .6 %  8 .2 %  6 .9 %  5 .3 %  7 .5 %  E x tra w eek  im p act ~ (1 .2 )%  ~ 1 .2 %  — — — A cq u isitio n s/d iv estitu re — 0 .6 %  (0 .7 )%  (3 .9 )%  (1 .4 )%  O rg an ic sales ch an g e (n o n -G A A P )(3 ) 3 .1 %  4 .6 %  3 .9 %  4 .2 %  5 .5 %  4 .3 %  4 .8 %

 



R eco n ciliatio n  o f N o n -G A A P  F in an cial Measu res fro m  G A A P  A D JU S T E D  E A R N IN G S  P E R  S H A R E  (E P S ) T h e ad ju sted  tax  rate w as 2 8 %  an d  2 5 %  fo r 2 0 1 7  an d  2 0 1 8 , resp ectiv ely . (1 ) R eflects fiv e-y ear co m p o u n d  an n u al g ro w th  rates, w ith  2 0 1 3  as th e b ase p erio d . (2 ) R eflects tw o -y ear co m p o u n d  an n u al g ro w th  rates, w ith  2 0 1 6  as th e b ase p erio d . (3 ) G A A P  ad ju stm en ts fo r 2 0 1 4 -2 0 1 5  reflect th e p rev io u sly  d isclo sed  im p act o f th e th ird  q u arter o f 2 0 1 5  rev isio n  to  certain  b en efit p lan  b alan ces, w h ich  h ad  an  im m aterial im p act o n  th e n o n -G A A P  am o u n ts. (4 ) In clu d es restru ctu rin g  ch arg es, A rg en tin e p eso  rem easu rem en t tran sitio n  lo ss, o th er restru ctu rin g -related  ch arg e, tran sactio n s co sts, rev ersal o f acq u isitio n -related  co n tin g en t co n sid eratio n , n et g ain  o n  sales o f assets, an d  o th er item s. (5 ) P ro v isio n  fo r in co m e tax es fo r th e fo u rth  q u arter o f 2 0 1 7  in clu d ed  th e estim ated  im p act o f th e T C JA . In  th e fo u rth  q u arter o f 2 0 1 8 , w e fin alized  o u r p ro v isio n al estim ate as d efin ed  u n d er S E C  S taff A cco u n tin g  B u lletin  N o . 1 1 8  (S A B  1 1 8 ) related  to  th e T C JA . 2 0 1 4  2 0 1 5  2 0 1 6  2 0 1 7  2 0 1 8  2 0 1 4 -2 0 1 8  5 -Y R  C A G R (1 ) 2 0 1 7 -2 0 1 8  2 -Y R  C A G R (2 ) A s rep o rted  n et in co m e p er co m m o n  sh are fro m  co n tin u in g  o p eratio n s, assu m in g  d ilu tio n  $ 2 .5 8  $ 2 .9 5  $ 3 .5 4  $ 3 .1 3  $ 5 .2 8  A d ju stm en ts(3 ) 0 .0 4  — — — — P rev io u sly  rep o rted  n et in co m e p er co m m o n  sh are fro m  co n tin u in g  o p eratio n s, assu m in g  d ilu tio n  $ 2 .6 2  $ 2 .9 5  $ 3 .5 4  $ 3 .1 3  $ 5 .2 8  N o n -G A A P  ad ju stm en ts p er co m m o n  sh are, n et o f tax : R estru ctu rin g  ch arg es an d  o th er item s(4 ) 0 .4 9  0 .4 9  0 .4 8  0 .2 9  0 .6 8  P en sio n  p lan  settlem en ts — — — — 0 .8 4  T ax  b en efit fro m  d iscrete fo reig n  tax  p lan n in g  actio n  — — — — (0 .3 5 ) T C JA  p ro v isio n al estim ate(5 ) — — — 1 .9 1  (0 .3 9 ) Im p act o f p rev io u sly  p lan n ed  rep atriatio n  o f fo reig n  earn in g s fo r Q 4  2 0 1 7  — — — (0 .3 3 ) — A d ju sted  n et in co m e p er co m m o n  sh are fro m  co n tin u in g  o p eratio n s, assu m in g  d ilu tio n  (n o n -G A A P ) $ 3 .1 1  $ 3 .4 4  $ 4 .0 2  $ 5 .0 0  $ 6 .0 6  1 7 .7 %  2 2 .8 %

 



R eco n ciliatio n  o f N o n -G A A P  F in an cial Measu res fro m  G A A P  F R E E  C A S H  F L O W ($  in  m illio n s) 2 0 1 7  2 0 1 8  N et in co m e $ 2 8 1 .8  $ 4 6 7 .4  In terest ex p en se, n et o f tax  b en efit 3 0 .1  4 9 .5  E ffectiv e tax  rate 5 2 .2 %  1 5 .4 %  In co m e fro m  o p eratio n s, ex clu d in g  ex p en se an d  tax  b en efit o f d eb t fin an cin g  (n o n -G A A P ) 3 1 1 .9  5 1 6 .9  T o tal d eb t $ 1 ,5 8 1 .7  $ 1 ,9 6 6 .2  S h areh o ld ers' eq u ity  1 ,0 4 6 .2  9 5 5 .1  T o tal d eb t an d  sh areh o ld ers’ eq u ity  $ 2 ,6 2 7 .9  $ 2 ,9 2 1 .3  R etu rn  o n  T o tal C ap ital (R O T C ) (n o n -G A A P ) 1 2 .9 %  1 8 .6 %  R E T U R N  O N  T O T A L  C A P IT A L  (R O T C ) ($  in  m illio n s) 2 0 1 6  2 0 1 7  2 0 1 8  N et cash  p ro v id ed  b y  o p eratin g  activ ities(1 ) $ 5 8 2 .1  $ 6 4 5 .7  $ 4 5 7 .9  P u rch ases o f p ro p erty , p lan t an d  eq u ip m en t (1 7 6 .9 ) (1 9 0 .5 ) (2 2 6 .7 ) P u rch ases o f so ftw are an d  o th er d eferred  ch arg es (2 9 .7 ) (3 5 .6 ) (2 9 .9 ) P ro ceed s fro m  sales o f p ro p erty , p lan t an d  eq u ip m en t 8 .5  6 .0  9 .4  S ales (p u rch ases) o f in v estm en ts an d  p ro ceed s fro m  in su ran ce, n et(1 ) 3 .1  (3 .9 ) 1 8 .5  P lu s: P en sio n  p lan  co n trib u tio n  fo r p lan  term in atio n  — — 2 0 0 .0  F ree cash  flo w  (n o n -G A A P ) $ 3 8 7 .1  $ 4 2 1 .7  $ 4 2 9 .2  (1 ) In  th e first q u arter o f 2 0 1 8 , w e ad o p ted  A S U  N o . 2 0 1 6 -1 5 , C lassificatio n  o f C ertain  C ash  R eceip ts an d  C ash  P ay m en ts, o n  a retro sp ectiv e b asis. T h is A S U  red u ces th e d iv ersity  in  th e p resen tatio n  an d  classificatio n  o f certain  cash  receip ts an d  cash  p ay m en ts in  th e statem en t o f cash  flo w s. P rio r y ear resu lts h av e b een  reclassified  as req u ired  b y  th e A S U .

 



[L O G O ]

 


	DEFA14A (Avery Dennison Corp) (March 28, 2019)
	DEFA14A - DEFA14A


