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How are companies reporting non-GAAP net income in 2020 filings?

What are they disclosing?

What types of adjustments are they making? 

Bonus content: Wait, these numbers may change!



What we did

• Examined the 2020 earnings releases of S&P 500 firms that reported both GAAP

and non-GAAP net income numbers.

• Measured the difference between net income (in dollar terms) for the 60 firms

with largest difference where non-GAAP exceeded GAAP.

• Counted the total number of adjustments made to GAAP net income and classified

them into 11 concepts.

• Studied the size of non-GAAP adjustments (in dollar terms) for each of those

categories.



What we found

• Non-GAAP net income reported by our sample group exceeded GAAP net income

by $132.3 billion. This is more than double the total reported GAAP net income of

$130.7 billion.

• The sample group made more than 240 adjustments to GAAP net income.

• Amortization of Intangibles was the single biggest category of specified

adjustments, accounting for 30 percent of all adjustments.

• The ‘Other’ category also had a significant set of adjustments in dollar terms.



Category Dollars Adjusted Percent of Total
Litigation $6,067,968,000 4.6%

Amortization of Intangibles $40,073,881,000 30.3%

In process R&D $21,055,800,000 15.9%

Restructuring $13,647,698,000 10.3%

Impairment $18,976,824,000 14.3%

Stock Based Comp $6,430,486,000 4.9%

Tax Adjustments ($12,506,275,000) -9.5%

Merger Acquisition / Divestiture $9,628,267,000 7.3%

Gain Loss investments ($504,081,000) -0.4%

Other $29,468,231,000 22.3%

Total $132,338,799,000 100.0%



‘Other’ Details

• 22 percent of non-GAAP adjustments did not fall into our standard categories and 

were categorized as ‘Other.’ We looked a little harder at those. 

• As it turns out, three-fourths of the Other category is explained by four firms. 

• AmerisourceBergen and AbbVie both had “contingent considerations” of more 

than $5 billion each.

• UPS had an almost $5 billion mark-to-market loss on its defined-benefit plan.

• Hess has $2.1 billion in exploration costs.



Example 1: Bristol Myers Squibb (Ticker: BMY)
Adjustments in RED

• In process R&D adjustment of $11.4B
• Amortization of Intangible Assets of $9.7B



Example 2 : Broadcom (Ticker: AVGO)
Adjustments in RED

Total adjustment ~$7B.  Amortization of Intangibles is $6B of total, with stock based compensation almost $2B. Offset partially by 
tax adjustment of almost $1.9B.



Example 3: Delta Air Lines (Ticker: DAL)
Adjustments in RED

• Restructuring charge of $6.3B



Bonus! Wait, the numbers can change....
So now we know the basics of non-GAAP reconcilations. It‘s also interesting to note

that companies may revise originally reported non-GAAP numbers as a result of

changing reconciling items.

Following is an example with Pfizer.



This is Pfizer‘s 2019 Non-GAAP reconciliation as reported in 2019:



This is Pfizer‘s 2019 Non-GAAP reconciliation as reported in 2020. 

Notice a difference?



The GAAP numbers did not change, but the non-GAAP numbers did.

Non-GAAP EPS for 2019 decreased from $2.95 to $1.91.

From the 2020 10-K

From the 2019 10-K



So what happened??

• Sometime in 2020, Pfizer re-categorized $5.4 billion of net income in
2019 income from discontinued operations.

• Pfizer then excluded that income from the GAAP net income to arrive
at its non-GAAP income.

• In 2020, when reporting the non-GAAP reconcilation for 2019, Pfizer
excluded this income from discontinued operations, resulting in a
reduction in EPS of $0.96.

• Those with a keen eye would see that amounts changed in all
categories, but the adjustment related to discontinued operations is
the largest one.
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