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Section 2 – Financial Information
Item 2.02.

Results of Operations and Financial Condition.

On March 4, 2015, Greif, Inc. (the “Company”) issued a press release (the “Earnings Release”) announcing the financial results for its first
quarter ended January 31, 2015. The full text of the Earnings Release is attached as Exhibit 99.1 to this Current Report on Form 8-K.
The Earnings Release included the following non-GAAP financial measures (the “non-GAAP Measures”):
(i)

operating profit before special items for each of the Company’s business segments, which is equal to that business segment’s
operating profit plus that segment’s restructuring charges plus that segment’s acquisition-related costs plus that segment’s non-cash
asset impairment charges less timberland gains and less gains on disposal of properties, plants, equipment and businesses, net, as
applicable to that segment;

(ii)

earnings per diluted class A share of the Company before special items, which is equal to earnings per diluted class A share on the
Company plus restructuring charges, plus acquisition-related costs plus non-cash asset impairment charges less timberland gains
and less gains on disposal of properties, plants, equipment and businesses, net, each on a consolidated basis;

(iii) operating profit of the Company on a consolidated basis before special items excluding the impact of divestitures and facility
closures on a consolidated basis, which is equal to operating profit of the Company plus restructuring charges plus acquisitionrelated costs plus non-cash asset impairment charges less timberland gains and less gains on disposal of properties, plants,
equipment and businesses, net, each on a consolidated basis less the operating profit from divestitures and facility closures, each on
a consolidated basis;
(iv) operating profit before special items excluding the impact of divestitures and facility closures for each of the Company’s business
segments, which is equal to that business segment’s operating profit plus that segment’s restructuring charges plus that segment’s
acquisition-related costs plus that segment’s non-cash asset impairment charges less timberland gains and less gains on disposal of
properties, plants, equipment, and businesses, net, as applicable to that segment less the operating profit from divestitures and
facility closures, as applicable to that segment;
Management of the Company uses the non-GAAP Measures to evaluate ongoing operations and believes that these non-GAAP Measures are
useful to enable investors to perform meaningful comparisons of current and historical performance of the Company. Management of the
Company also believes that the non-GAAP Measures provide a more stable platform on which to compare the historical performance of the
Company than the most nearly equivalent GAAP data.
As part of the final reconciliation process and analysis associated with filing our Form 10-Q for the first quarter ended January 31, 2015, the
Company identified a change in the cash flow presentation of a fixed asset transaction which occurred on the last business day of such
quarter. As a result, a reclassification adjustment of approximately $11 million was made between cash flows from operating activities and cash
flows from investing activities in the statement of cash flows included in the Form 10-Q. The statement of cash flows that was attached as an
appendix to our earnings release has been updated in this Form 8-K filing to reflect this adjustment.

Section 5 – Corporate Governance and Management
Item 5.07.

Submission of Matters to a Vote of Security Holders.

The Annual Meeting of Stockholders (the “Annual Meeting”) of the Company was held on March 3, 2015. At the Annual Meeting, the holders
of the Company’s Class B Common Stock (the “Class B Stockholders”) voted on the following proposals and cast their votes as described
below.
Proposal 1
At the Annual Meeting of Stockholders, each of the following nominees was elected to the Company’s Board of Directors for a one-year term.
The inspectors of election certified the following vote tabulation as to the shares of the Class B Stockholders.

Vicki L. Avril
Bruce A. Edwards
Mark A. Emkes
John F. Finn
David B. Fischer
Michael J. Gasser
Daniel J. Gunsett
Judith D. Hook
John W. McNamara
Patrick J. Norton

For

Withheld

18,099,733
18,100,050
19,396,005
18,099,821
19,498,451
19,522,271
18,093,256
19,403,581
18,103,150
19,403,969

1,439,900
1,439,583
143,628
1,439,812
41,182
17,362
1,446,377
136,052
1,436,483
135,664

Proposal 2
Proposal 2 was a management proposal to modify certain material terms of the 2001 management equity incentive and compensation plan, as
described in the proxy materials. This proposal was approved. The inspectors of election certified the following vote tabulation as to the shares
of the Class B Stockholders.
For

Against

Abstain

Broker Non-Vote

18,018,111

1,508,373

13,149

0

Section 7 – Regulation FD
Item 7.01.

Regulation FD Disclosure.

On March 5, 2015, management of the Company held a conference call with interested investors and financial analysts (the “Conference Call”)
to discuss the Company’s financial results for its first quarter ended January 31, 2015. The file transcript of the Conference Call is attached as
Exhibit 99.2 to this Current Report on Form 8-K.

Section 9 – Financial Statements and Exhibits
Item 9.01.
(d)

Financial Statements and Exhibits.

Exhibits.

Exhibit
No.

Description

99.1

Press release issued by Greif, Inc. on March 4, 2015 announcing the financial results for its first quarter ended January 31, 2015.

99.2

File transcript of conference call held by management of Greif, Inc. on March 5, 2015.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
GREIF, INC.
Date: March 9, 2015

By /s/ Lawrence A. Hilsheimer
Lawrence A. Hilsheimer,
Executive Vice President and Chief Financial Officer
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Press release issued by Greif, Inc. on March 4, 2015 announcing the financial results for its first quarter ended January 31, 2015.
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File transcript of conference call held by management of Greif, Inc. on March 5, 2015.

Exhibit 99.1

Contacts
Analyst:

Robert Lentz
614-876-2000

Media:

Scott Griffin
740-657-6516

Greif Reports First Quarter 2015 Results
The company reaffirms fiscal year 2015 guidance
DELAWARE, Ohio (March 4, 2015) – Greif, Inc. (NYSE: GEF, GEF.B), a global leader in industrial packaging products and services, today
reported first quarter 2015 net income attributable to the corporation totaling $30.1 million or $0.52 per diluted Class A share on sales of
$902.3 million compared with net income of $30.7 million or $0.53 per diluted Class A share on sales of $1,001.5 million in the first quarter of
2014. After adjusting for the effect of dispositions, facility closures and currency fluctuations, sales for the quarter were flat compared to the
first quarter of 2014. Excluding the impact of special items 1 , earnings were $0.30 per diluted Class A share compared to $0.46 per diluted
Class A share for the first quarter of 2014.
David B. Fischer, president and chief executive officer, stated, “Net sales for the first quarter of 2015 excluding divestitures and foreign
currency translation were similar to the same period last year. Our results were also adversely impacted by product and geographic mix issues
resulting in lower gross profit, a higher effective tax rate and lower results in the Flexible Packaging business compared to a year ago. We are
aggressively executing transformation initiatives through portfolio optimization and specific opportunities in individual work streams. During
the past few quarters we have taken actions to sell non-core businesses and continue to address operations that no longer fit our business
portfolio. Since the beginning of the first quarter 2015, we have announced the closing of four plants located primarily in North America,
APAC and Europe and divested three businesses. We expect the benefits of these actions to make positive contributions to our results
beginning in the second half of this year.”
Rigid Industrial Packaging & Services
Net sales decreased 8.8 percent to $649.7 million for the first quarter of 2015 compared with $712.3 million for the first quarter of 2014.
Excluding the impact of divestitures and facility closures 2 , net sales decreased 6.4 percent to $648.9 million for the first quarter of 2015
compared with $692.9 million for the first quarter of 2014. The decrease in net sales was attributable to the negative impact of foreign currency
translation. Volumes were flat overall compared to the first quarter of 2014, with increases in North America and Europe offset by a decrease
in Latin America.
Operating profit was $20.2 million for the first quarter of 2015 compared to $29.2 million for the first quarter of 2014. Operating profit
excluding special items and the impact of divestitures and facility closures was $21.8 million for the first quarter of 2015 versus $34.3 million
for the first quarter of 2014. The decrease was primarily due to the negative impact of foreign currency translation, higher health care and
pension costs and lower gross margins in Europe and North America due to product mix.
Paper Packaging
Net sales decreased 6.2 percent to $159.2 million for the first quarter of 2015 compared with $169.8 million for the first quarter of 2014.
Excluding the impact of divestitures and facility closures, net sales decreased 3.5 percent to $159.2 million for the first quarter of 2015
compared with $165.0 million for the first quarter of 2014. The decrease was attributable to lower volumes, primarily due to one less shipping
day and softness in demand for containerboard toward the end of the quarter.
1
2

A summary of all special items that are included in the price per diluted Class A share before special items and operating profit before
special items is set forth in the Selected Financial Highlights table following the Company Outlook in this release
A summary of all adjustments related to the divestitures and facility closures that are excluded from net sales, gross profit and operating
profit is set forth in the Selected Financial Highlights table following the Company Outlook in this release

Note: A reconciliation of the differences between all non-GAAP financial measures used in this release with the most directly comparable
GAAP financial measures is included in the financial schedules that are a part of this release.

Operating profit was $28.1 million for the first quarter of 2015 compared with $30.0 million for the first quarter of 2014. Operating profit
before special items and excluding the impact of divestitures and facility closures was $28.2 million for the first quarter of 2015 compared with
$29.0 million for the first quarter of 2014. The decrease was due to lower volumes for containerboard.
Flexible Products & Services
Net sales decreased 22.2 percent to $88.1 million for the first quarter of 2015 compared with $113.2 million for the first quarter of 2014.
Excluding the impact of divestitures and facility closures, net sales decreased 8.9 percent to $84.9 million compared with $93.2 million for the
first quarter of 2014. The decrease was primarily attributable to the negative impact of foreign currency translation.
Operating loss was $8.8 million for the first quarter of 2015 versus operating profit of $0.8 million for the first quarter of 2014. Operating loss
before special items and excluding the impact of divestitures and facility closures was $8.8 million for the first quarter of 2015 versus $1.2
million for the first quarter of 2014. This increase in operating loss was due to several factors. We incurred higher freight costs to meet lead
time demands of customers. We incurred an inventory write down adjustment in part due to the combination of rapidly decreasing resin prices
and higher inventory levels from the carryover impact of the occupation of our Hadimkoy facility as we transitioned back to full capacity. In
addition, the higher costs of the move to an in-house labor force, prompted primarily by changes in the local regulatory environment, and the
inefficiencies incurred as a result of this move, also contributed to the increase in the operating loss for this segment.
Land Management
Net sales decreased 14.5 percent to $5.3 million for the first quarter of 2015 compared with $6.2 million for the first quarter of 2014. The
decrease was due to lower timber sales as planned for the first quarter of 2015.
Timberland gains were $24.3 million and $8.4 million for the first quarter of 2015 and 2014, respectively, and are recorded as gains on disposal
of properties, plants and equipment, net. Operating profit was $25.9 million for the first quarter of 2015 compared with $11.4 million for the
first quarter of 2014. This increase was due to $24.3 million of timberland gains in the first quarter of 2015 compared to $8.4 million of
timberland gains in the first quarter of 2014. Operating profit before special items was $1.2 million for the first quarter of 2015 compared with
$1.6 million for the first quarter of 2014. The decrease was due to the same item impacting net sales for this segment.
Dividends
On March 3, 2015, the Board of Directors declared quarterly cash dividends of $0.42 per share of Class A Common Stock and $0.63 per share
of Class B Common Stock. Dividends are payable on April 1, 2015, to stockholders of record at close of business on March 19, 2015.
Company Outlook
The company continues to anticipate the overall global economy to reflect a modest recovery in fiscal 2015, with positive aspects of the
improving economy in the United States being offset by the negative trends in other regions, particularly in Europe and Latin America. We
anticipate that foreign currency matters will continue to present challenges for the company, as the strengthening of the United States dollar
against other currencies will continue to impact the company’s revenues and net income. In addition, an expected approximately two-week
shutdown of the company’s Riverville mill during the third quarter for the installation of upgrades will negatively impact our 2015 net income.
We are continuing to execute restructuring plans and facility closures and pursuing the sale of select non-core assets as part of our overall
strategic transformation, which are expected to result in significant impairment and restructuring charges in the remainder of 2015. SG&A cost
savings actions are being implemented throughout 2015 and beyond. Based on these factors, fiscal 2015 adjusted Class A earnings per share
remains in the range of $2.25 to $2.35, excluding gains and losses on the sales of businesses, timberland and property, plant and equipment,
and acquisition related costs, as well as restructuring and impairment charges.

GREIF, INC. AND SUBSIDIARY COMPANIES
SELECTED FINANCIAL HIGHLIGHTS
UNAUDITED
(Dollars and shares in millions, except per share amounts)
Three months ended
January 31,
2015

Selected Financial Highlights
Net sales
Operating profit
Operating profit before special items
EBITDA
Cash provided by operating activities
Net income attributable to Greif, Inc.
Diluted Class A earnings per share attributable to Greif, Inc.
Diluted Class A earnings per share attributable to Greif, Inc. before special items
Special items
Restructuring charges
Acquisition-related costs
Timberland gains
Non-cash asset impairment charges
Gain on disposal of properties, plants, equipment and businesses, net
Total special items
Total special items, net of tax
Impact of total special items, net of tax, on diluted Class A earnings per share attributable
to Greif, Inc.

Working capital 3
Net working capital 3
Long-term debt
Net debt 4

$

2014

902.3
65.4
42.3
99.9
(59.9)
30.1
0.52
0.30

$

$

(3.2)
(0.2)
24.3
(0.2)
2.4
23.1
13.4

$

(2.4)
(0.5)
8.4
(0.2)
0.8
6.1
4.1

$

0.22

$

0.07

$
$

$
$

January 31, 2015

October 31, 2014

$

$

343.1
287.3
1,127.8
1,150.7
Impact of
Divestitures
and Facility

2015

Net Sales
Gross Profit
Operating Profit
Operating profit (loss) before special items :

$ 902.3
153.9
65.4
42.3

Closures

$

4.0
0.3
(0.1)
(0.1)

Impact of
Divestitures
and Facility
2014

Net Sales
Gross Profit
Operating Profit
Operating profit (loss) before special items :
3
4

1,001.5
71.4
65.3
107.8
(62.8)
30.7
0.53
0.46

$1,001.5
186.1
71.4
65.3

Closures

$

44.2
7.3
1.6
1.6

303.0
217.9
1,087.4
1,068.0
Excluding the
Impact of
Divestitures
and Facility
Closures 2015

$

898.3
153.6
65.5
42.4

Excluding the
Impact of
Divestitures
and Facility
Closures 2014

$

957.3
178.8
69.8
63.7

Working capital represents current assets less current liabilities. Net working capital represents working capital less cash and cash
equivalents.
Net debt represents long-term debt plus the current portion of long-term debt plus short-term borrowings less cash and cash equivalents.

Conference Call
The company will host a conference call to discuss the first quarter of 2015 results on March 5, 2015, at 10 a.m. Eastern Time (ET). To
participate, domestic callers should call 877-485-3107 and ask for the Greif conference call. The number for international callers is +1 201689-8427. Phone lines will open at 9:50 a.m. ET. The conference call will also be available through a live webcast, including slides, which can
be accessed at www.greif.com in the Investor Center/Conference Calls. A replay of the conference call will be available on the company’s
website approximately one hour following the call.
About Greif
Greif is a world leader in industrial packaging products and services. The company produces steel, plastic, fibre, flexible and corrugated
containers and containerboard, and provides reconditioning, blending, filling and packaging services for a wide range of industries. Greif also
manages timber properties in North America. The company is strategically positioned in more than 50 countries to serve global as well as
regional customers. Additional information is on the company’s website at www.greif.com.
Forward-Looking Statements
All statements, other than statements of historical facts, included in this news release, including without limitation statements regarding our
future financial position, business strategy, budgets, projected costs, goals and plans and objectives of management for future operations, are
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. Forward-looking statements generally can be identified by the use of forward-looking terminology such as
“may,” “will,” “expect,” “intend,” “estimate,” “anticipate,” “project,” “believe,” “continue,” “on track” or “target” or the negative thereof or
variations thereon or similar terminology. All forward-looking statements made in this news release are based on information currently
available to management.
Although we believe that the expectations reflected in forward-looking statements have a reasonable basis, we can give no assurance that these
expectations will prove to be correct. Forward-looking statements are subject to risks and uncertainties that could cause actual events or results
to differ materially from those expressed in or implied by the statements. Such risks and uncertainties that might cause a difference include, but
are not limited to, the following: (i) historically, our business has been sensitive to changes in general economic or business conditions, (ii) our
operations subject us to currency exchange and political risks that could adversely affect our results of operations, (iii) the current and future
challenging global economy and disruption and volatility of the financial and credit markets may adversely affect our business, (iv) the
continuing consolidation of our customer base and suppliers may intensify pricing pressure, (v) we operate in highly competitive industries,
(vi) our business is sensitive to changes in industry demands, (vii) raw material and energy price fluctuations and shortages may adversely
impact our manufacturing operations and costs, (viii) we may encounter difficulties arising from acquisitions, (ix) we may incur additional
restructuring costs and there is no guarantee that our efforts to reduce costs will be successful, (x) tax legislation initiatives or challenges to our
tax positions may adversely impact our results or condition, (xi) full realization of our deferred tax assets may be affected by a number of
factors, (xii) several operations are conducted by joint ventures that we cannot operate solely for our benefit, (xiii) our ability to attract, develop
and retain talented and qualified employees, managers and executives is critical to our success, (xiv) our business may be adversely impacted
by work stoppages and other labor relations matters, (xv) we may be subject to losses that might not be covered in whole or in part by existing
insurance reserves or insurance coverage, (xvi) our business depends on the uninterrupted operations of our facilities, systems and business
functions, including our information technology and other business systems, (xvii) a security breach of customer, employee, supplier or
company information may have a material adverse effect on our business, financial condition and results of operations,
(xviii) legislation/regulation related to environmental and health and safety matters and corporate social responsibility could negatively impact
our operations and financial performance, (xix) product liability claims and other legal proceedings could adversely affect our operations and
financial performance, (xx) we may incur fines or penalties, damage to our reputation or other adverse consequences if our employees, agents
or business partners violate, or are alleged to have violated, anti-bribery, competition or other laws, (xxi) changing climate, climate change
regulations and greenhouse gas effects may adversely affect our operations and financial performance, (xxii) the frequency and volume of our
timber and timberland sales will impact our financial performance, (xxiii) changes in U.S. generally accepted accounting principles and SEC
rules and regulations could materially impact our reported results, (xxiv) if the company fails to maintain an effective system of internal
control, the company may not be able to accurately report financial results or prevent fraud,

and (xxv) the company has a significant amount of goodwill, and if impaired in the future, would adversely impact our results of operations.
Changes in business results may impact our book tax rates. The risks described above are not all-inclusive, and given these and other possible
risks and uncertainties, investors should not place undue reliance on forward-looking statements as a prediction of actual results. For a detailed
discussion of the most significant risks and uncertainties that could cause our actual results to differ materially from those projected, see “Risk
Factors” in Part I, Item 1A of our most recently filed Form 10-K and our other filings with the Securities and Exchange Commission. All
forward-looking statements made in this news release are expressly qualified in their entirety by reference to such risk factors. Except to the
limited extent required by applicable law, we undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise.

GREIF, INC. AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
UNAUDITED
(Dollars and shares in millions, except per share amounts)
Three months ended
January 31,
2015
2014

Net sales
Cost of products sold
Gross profit
Selling, general and administrative expenses
Restructuring charges
Timberland gains
Non-cash asset impairment charges
(Gain) loss on disposal of properties, plants and equipment, net

$902.3
748.4
153.9

$1,001.5
815.4
186.1

111.8
3.2
(24.3)
0.2
(1.6)

121.3
2.4
(8.4)
0.2
(2.6)

(Gain) loss on disposal of businesses
Operating profit

(0.8)
65.4

1.8
71.4

Interest expense, net
Other expense, net

19.6
0.1

20.4
2.8

45.7

48.2

17.5

16.5

Income before income tax expense and equity earnings of unconsolidated affiliates, net
Income tax expense
Equity earnings of unconsolidated affiliates, net of tax
Net income
Net (income) loss attributable to noncontrolling interests
Net income attributable to Greif, Inc.

—
28.2
1.9
$ 30.1

$

0.1
31.8
(1.1)
30.7

Basic earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock

$ 0.52
$ 0.76

$
$

0.53
0.78

Diluted earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock

$ 0.52
$ 0.76

$
$

0.53
0.78

Shares used to calculate basic earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock

25.6
22.1

25.5
22.1

Shares used to calculate diluted earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock

25.6
22.1

25.5
22.1

GREIF, INC. AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS
UNAUDITED
(Dollars in millions)
January 31, 2015

October 31, 2014

$

$

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Trade accounts receivable
Inventories
Other current assets
LONG-TERM ASSETS
Goodwill
Intangible assets
Assets held by special purpose entities
Other long-term assets
PROPERTIES, PLANTS AND EQUIPMENT

55.8
462.7
382.2
171.4
1,072.1

85.1
501.3
381.1
187.2
1,154.7

836.7
152.6
50.9
116.7
1,156.9

880.2
166.5
50.9
122.1
1,219.7

1,278.5

1,293.0

$

3,507.5

$

3,667.4

$

392.8
58.5
20.2
257.5
729.0

$

471.1
48.1
17.6
314.9
851.7

LIABILITIES AND EQUITY
CURRENT LIABILITIES
Accounts payable
Short-term borrowings
Current portion of long-term debt
Other current liabilities
LONG-TERM LIABILITIES
Long-term debt
Liabilities held by special purpose entities
Other long-term liabilities
TOTAL EQUITY
$

1,127.8
43.3
459.1
1,630.2

1,087.4
43.3
461.8
1,592.5

1,148.3

1,223.2

3,507.5

$

3,667.4

GREIF, INC. AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Depreciation, depletion and amortization
Asset impairments
Other non-cash adjustments to net income
Working capital changes
Increase (decrease) in cash from changes in certain assets and liabilities and other
Net cash used in operating activities

$ 28.2
34.6
0.2
(21.6)
(59.3)
(42.0)
(59.9)

$ 31.8
39.2
0.2
(10.3)
(92.8)
(30.9)
(62.8)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisitions of companies, net of cash acquired
Purchases of properties, plants, equipment and timber properties
Proceeds from the sale of properties, plants, equipment, businesses, timberland and other assets
Payments on notes receivable with related party, net
Net cash used in investing activities

(0.4)
(64.6)
39.0
—
(26.0)

(52.3)
(42.5)
14.8
0.4
(79.6)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from (payments on) debt, net
Payment of deferred purchase price related to acquisitions
Dividends paid
Other
Net cash provided by financing activities

84.3
—
(24.5)
0.1
59.9

175.0
—
(24.4)
0.1
150.7

(3.3)
(29.3)
85.1
$ 55.8

(4.4)
3.9
78.1
$ 82.0

EFFECTS OF EXCHANGE RATES ON CASH
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

GREIF, INC. AND SUBSIDIARY COMPANIES
FINANCIAL HIGHLIGHTS BY SEGMENT
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Net sales:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total net sales

$649.7
159.2
88.1
5.3
$902.3

$ 712.3
169.8
113.2
6.2
$1,001.5

Operating profit (loss):
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total operating profit

$ 20.2
28.1
(8.8)
25.9
$ 65.4

$

EBITDA 5 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total EBITDA

$ 44.8
35.5
(7.0)
26.6
$ 99.9

$

5

$

29.2
30.0
0.8
11.4
71.4

53.8
38.0
3.8
12.2
$ 107.8

EBITDA is defined as net income, plus interest expense, net, plus income tax expense, less equity earnings of unconsolidated affiliates,
net of tax, plus depreciation, depletion and amortization. However, because the company does not calculate net income by segment, this
table calculates EBITDA by segment with reference to operating profit (loss) by segment, which, as demonstrated in the table of
Consolidated EBITDA, is another method to achieve the same result. See the reconciliations in the table of Segment EBITDA.

GREIF, INC. AND SUBSIDIARY COMPANIES
SPECIAL ITEMS BY SEGMENT
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Rigid Industrial Packaging & Services
Restructuring charges
Acquisition-related costs
Non-cash asset impairment charges
(Gain) loss on disposal of properties, plants, equipment and businesses, net
Total special Items

$

2.4
0.2
0.1
(1.2)
1.5

$ 2.3
0.5
0.2
1.5
4.5

Paper Packaging
(Gain) loss on disposal of properties, plants, equipment and businesses, net
Total special Items

—
—

(0.8)
(0.8)

Flexible Products & Services
Restructuring charges
Non-cash asset impairment charges
(Gain) loss on disposal of properties, plants, equipment and businesses, net
Total special Items

0.8
0.1
(0.8)
0.1

0.1
—
(0.1)
—

Land Management
Timberland gains
(Gain) loss on disposal of properties, plants, equipment and businesses, net
Total special Items

(24.3)
(0.4)
(24.7)

(8.4)
(1.4)
(9.8)

$ (23.1)

$ (6.1)

Total special items

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
NET WORKING CAPITAL AND NET DEBT
UNAUDITED
(Dollars in millions)
January 31, 2015

October 31, 2014

Current assets
Less: current liabilities
Working capital
Less: cash and cash equivalents
Net working capital

$

1,072.1
729.0
343.1
55.8
287.3

$

Long-term debt
Plus: current portion of long-term debt
Plus: short-term borrowings
Less: cash and cash equivalents
Net debt

$

1,127.8
20.2
58.5
55.8
1,150.7

$

$

$

$

$

1,154.7
851.7
303.0
85.1
217.9
1,087.4
17.6
48.1
85.1
1,068.0

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
CONSOLIDATED EBITDA 6
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Net income
Plus: interest expense, net
Plus: income tax expense
Plus: depreciation, depletion and amortization expense
Less: equity earnings of unconsolidated affiliates, net of tax
EBITDA

$ 28.2
19.6
17.5
34.6
—
$ 99.9

$

Net income
Plus: interest expense, net
Plus: income tax expense
Plus: other expense, net
Less: equity earnings of unconsolidated affiliates, net of tax
Operating profit
Less: other expense, net
Plus: depreciation, depletion and amortization expense
EBITDA

$ 28.2
19.6
17.5
0.1
—
65.4
0.1
34.6
$ 99.9

$

6

31.8
20.4
16.5
39.2
0.1
$ 107.8
31.8
20.4
16.5
2.8
0.1
71.4
2.8
39.2
$ 107.8

EBITDA is defined as net income, plus interest expense, net, plus income tax expense, less equity earnings of unconsolidated affiliates,
net of tax, plus depreciation, depletion and amortization. As demonstrated in this table, EBITDA can also be calculated with reference to
operating profit.

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SEGMENT EBITDA 7
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Rigid Industrial Packaging & Services
Operating profit
Less: other expense, net
Plus: depreciation and amortization expense
EBITDA

$ 20.2
(0.4)
24.2
$ 44.8

$

Paper Packaging
Operating profit
Less: other (income) expense, net
Plus: depreciation and amortization expense
EBITDA

$ 28.1
—
7.4
$ 35.5

$

Flexible Products & Services
Operating profit (loss)
Less: other expense, net
Plus: depreciation and amortization expense
EBITDA

$ (8.8)
0.5
2.3
$ (7.0)

$

Land Management
Operating profit
Plus: depreciation, depletion and amortization expense
EBITDA

$ 25.9
0.7
$ 26.6

$

Consolidated EBITDA

$ 99.9

$ 107.8

7

$

$

$

$

29.2
2.9
27.5
53.8
30.0
(0.8)
7.2
38.0
0.8
0.7
3.7
3.8
11.4
0.8
12.2

EBITDA is defined as net income, plus interest expense, net, plus income tax expense, less equity earnings of unconsolidated affiliates,
net of tax, plus depreciation, depletion and amortization. However, because the company does not calculate net income by segment, this
table calculates EBITDA by segment with reference to operating profit (loss) by segment, which, as demonstrated in the table of
Consolidated EBITDA, is another method to achieve the same result.

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
FREE CASH FLOW 8
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Net cash used in operating activities
Less: Capital expenditures
Free Cash Flows
8

Free cash flow is defined as net cash provided by operating activities less capital expenditures.

$ (59.9)
(39.2)
$ (99.1)

$ (62.8)
(34.5)
$ (97.3)

GREIF, INC. AND SUBSIDIARY COMPANIES
GEOGRAPHIC DATA
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Net sales:
North America
Europe, Middle East and Africa
Asia Pacific and Latin America
Total net sales

$434.6
319.8
147.9
$902.3

$ 467.5
375.0
159.0
$1,001.5

Operating profit:
North America
Europe, Middle East and Africa
Asia Pacific and Latin America
Total operating profit

$ 57.6
2.5
5.3
$ 65.4

$

$

53.7
13.9
3.8
71.4

Notes: The North America region includes businesses from Rigid Industrial Packaging & Services, Paper Packaging, Flexible Products &
Services and Land Management.
The Europe, Middle East and Africa region includes businesses from Rigid Industrial Packaging & Services and Flexible Products &
Services.
The Asia Pacific and Latin America region includes businesses from Rigid Industrial Packaging & Services and Flexible Products &
Services.

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SEGMENT OPERATING PROFIT (LOSS) BEFORE SPECIAL ITEMS
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

Operating profit (loss):
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total operating profit (loss)
Restructuring charges:
Rigid Industrial Packaging & Services
Flexible Products & Services
Total restructuring charges
Acquisition-related costs:
Rigid Industrial Packaging & Services
Total acquisition-related costs
Timberland gains:
Land Management
Total timberland gains
Non-cash asset impairment charges:
Rigid Industrial Packaging & Services
Flexible Products & Services
Total non-cash asset impairment charges
(Gain) loss on disposal of properties, plants, equipment and businesses, net:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total (gain) loss on disposal of properties, plants, equipment and businesses, net:
Operating profit (loss) before special items 9 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total operating profit (loss) before special items
9

$

$

20.2
28.1
(8.8)
25.9
65.4

$ 29.2
30.0
0.8
11.4
71.4

2.4
0.8
3.2

2.3
0.1
2.4

0.2
0.2

0.5
0.5

(24.3)
(24.3)

(8.4)
(8.4)

0.1
0.1
0.2

0.2
—
0.2

(1.2)
—
(0.8)
(0.4)
(2.4)

1.5
(0.8)
(0.1)
(1.4)
(0.8)

21.7
28.1
(8.7)
1.2
42.3

33.7
29.2
0.8
1.6
$ 65.3

Operating profit (loss) before special items is defined as operating profit (loss) plus restructuring charges plus acquisition-related costs
plus non-cash impairment charges less timberland gains less (gain) loss on disposal of properties, plants, equipment and businesses, net.

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SEGMENT EBITDA BEFORE SPECIAL ITEMS
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
2015
2014

EBITDA 10 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total EBITDA
Restructuring charges:
Rigid Industrial Packaging & Services
Flexible Products & Services
Total restructuring charges
Acquisition-related costs:
Rigid Industrial Packaging & Services
Total acquisition-related costs
Timberland gains:
Land Management
Total timberland gains
Non-cash asset impairment charges:
Rigid Industrial Packaging & Services
Flexible Products & Services
Total non-cash asset impairment charges
(Gain) loss on disposal of properties, plants, equipment and businesses, net:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total (gain) loss on disposal of properties, plants, equipment and businesses, net:
EBITDA before special items 11 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products & Services
Land Management
Total EBITDA before special items
10

11

$ 44.8
35.5
(7.0)
26.6
99.9

$ 53.8
38.0
3.8
12.2
107.8

2.4
0.8
3.2

2.3
0.1
2.4

0.2
0.2

0.5
0.5

(24.3)
(24.3)

(8.4)
(8.4)

0.1
0.1
0.2

0.2
—
0.2

(1.2)
—
(0.8)
(0.4)
(2.4)

1.5
(0.8)
(0.1)
(1.4)
(0.8)

46.3
35.5
(6.9)
1.9
$ 76.8

58.3
37.2
3.8
2.4
$ 101.7

EBITDA is defined as net income, plus interest expense, net, plus income tax expense, less equity earnings of unconsolidated affiliates,
net of tax, plus depreciation, depletion and amortization. However, because the company does not calculate net income by segment, this
table calculates EBITDA by segment with reference to operating profit (loss) by segment, which, as demonstrated in the table of
Consolidated EBITDA, is another method to achieve the same result. See the reconciliations in the table of Segment EBITDA.
EBITDA before special items is defined as EBITDA plus restructuring charges plus acquisition-related costs plus non-cash impairment
charges less timberland gains less (gain) loss on disposal of properties, plants, equipment and businesses, net.

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
CLASS A EARNINGS PER SHARE EXCLUDING SPECIAL ITEMS
UNAUDITED
(Dollars in millions, except per share amounts)
Class A

Quarter ended January 31, 2015

Net Income Attributable to Greif
Less: (Gain) loss on disposal of properties, plants, equipment and businesses, net
Less: Timberland Gains
Plus: Restructuring charges
Plus: Non-cash asset impairment charges
Plus: Acquisition related costs
Net Income Attributable to Greif Excluding Special Items

$ 30.1
(1.4)
(14.9)
2.7
0.1
0.1
$ 16.7

$ 0.52
(0.02)
(0.25)
0.05
—
—
$ 0.30

Note: All special items are net of tax and noncontrolling interests
Class A

Quarter ended January 31, 2014

Net Income Attributable to Greif
Less: (Gain) loss on disposal of properties, plants, equipment and businesses, net
Less: Timberland Gains
Plus: Restructuring charges
Plus: Non-cash asset impairment charges
Plus: Acquisition related costs
Net Income Attributable to Greif Excluding Special Items

$30.7
(0.6)
(5.5)
1.6
0.1
0.3
$26.6

$ 0.53
(0.01)
(0.09)
0.02
—
0.01
$ 0.46

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SELECTED FINANCIAL INFORMATION EXCLUDING
THE IMPACT OF DIVESTITURES AND FACILITY CLOSURES
UNAUDITED
(Dollars in millions)
Three months ended
January 31,
Excluding the
Impact of
Divestitures and

2015

Impact of
Divestitures and

Facility Closures

Facility Closures

2015 12

Net Sales:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$ 649.7
159.2
88.1
5.3
$ 902.3

$

Gross Profit:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$ 104.6
40.6
7.1
1.6
$ 153.9

$

$

20.2
28.1
(8.8)
25.9
65.4

$

21.7
28.1
(8.7)
1.2
42.3

$

Operating Profit:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated
Operating profit (loss) before special items 13 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$
$

$

$

$

$

$

0.8
—
3.2
—
4.0

$

(0.1)
(0.1)
0.5
—
0.3

$

(0.1)
(0.1)
0.1
—
(0.1)

$

(0.1)
(0.1)
0.1
—
(0.1)

$

$

$

$

$

648.9
159.2
84.9
5.3
898.3
104.7
40.7
6.6
1.6
153.6
20.3
28.2
(8.9)
25.9
65.5
21.8
28.2
(8.8)
1.2
42.4

Excluding the
Impact of
Divestitures and

2014

Impact of
Divestitures and

Facility Closures

Facility Closures

2014 12

Net Sales:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$ 712.3
169.8
113.2
6.2
$1,001.5

$

Gross Profit:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$ 118.9
43.3
21.8
2.1
$ 186.1

$

$

$

Operating Profit:
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services

29.2
30.0
0.8

$

$

19.4
4.8
20.0
—
44.2

$

2.4
0.7
4.2
—
7.3

$

(0.6)
0.2
2.0

$

$

$

692.9
165.0
93.2
6.2
957.3
116.5
42.6
17.6
2.1
178.8
29.8
29.8
(1.2)

Land Management
Consolidated
Operating profit (loss) before special items 13 :
Rigid Industrial Packaging & Services
Paper Packaging
Flexible Products and Services
Land Management
Consolidated

$
$

$

11.4
71.4
33.7
29.2
0.8
1.6
65.3

$
$

$

—
1.6
(0.6)
0.2
2.0
—
1.6

$
$

$

11.4
69.8
34.3
29.0
(1.2)
1.6
63.7

Note: The 2014 acquisitions were completed at the beginning of the fiscal year and are not adjusted because they are fully reflected in both
periods.
12
13

Results excluding the impact of divestitures and facility closures reflects net sales, gross profit and operating profit adjusted for
divestitures and facility closures occurring during FY14 and FY15.
See table contained herein entitled GAAP to Non-GAAP Reconciliation Segment Operating Profit (Loss) Before Special Items for a
reconciliation of each segment’s operation profit (loss) before special items
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PRESENTATION
Operator
Greetings, and welcome to Greif’s First-Quarter 2015 Earnings conference call.
(Operator Instructions)
As a reminder, this conference is being recorded. I would now like to turn the conference over to your host, Mr. Scott Griffin. You may begin.

Scott Griffin - Greif Inc - IR
Thank you, Rob. Good morning, everyone, and welcome. As a reminder, you may follow this presentation on the web at grief.com in the
Investor Center under Conference Calls.
On the call today in order of speaking are David Fischer, President and CEO, Pete Watson, Chief Operating Officer, and Larry Hilsheimer,
Executive Vice President and CFO. David Lloyd, Vice President and Corporate Financial Controller, and Chris Luffler, Vice President
Business Manager, are also present in the room today. We issued our 2015 first-quarter earnings release after the market closed yesterday, and
is posted on our website at grief.com. We have prepared slides to supplement our comments which are posted in the Investor section of our
website under Conference Calls.
The information provided during this morning’s call contains forward-looking statements. Actual results or outcomes may differ materially
from those that are expressed or implied. Please review our filings with the Securities and Exchange Commission for more information
regarding the factors that could cause actual results to differ materially from these projections or expectations.
This presentation uses certain non-GAAP financial measures, including those that exclude the impacts of acquisition and divestments, special
items such as restructuring charges, gains on dispositions, impairment charges and acquisition related costs. Management believes that nonGAAP measures provide a better indication of operating performance, and a more stable platform on which to compare the historical
performance of the Company to the most nearly equivalent GAAP data.
All non-GAAP data in the presentation are indicated by footnotes. Tables showing the reconciliation between GAAP and non-GAAP measures
are available at the end of the presentation, and in the 2015 first quarter earnings release.
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I will now turn the call over to our CEO, David Fischer.

David Fischer - Greif Inc - President & CEO
Thank you, Scott. Please turn to slide 3.
Overall, first-quarter 2015 results were disappointing, as macroeconomic headwinds and weak business performance precede the realization of
benefits from our transformation efforts. These poor results both strengthen our resolve and increase our sense of urgency to implement the
necessary steps to improve our profitability. First-quarter 2015 net sales were similar to a year ago, excluding the impact of divestitures, plant
closings and particularly negative foreign currency translation.
Volumes were flat versus a year ago, despite a double-digit decline in our RIPS Latin American operations. Our financial results were below
last year, principally due to the adverse impact of currency matters, product and geographic mix issues resulting in lower gross profit, a higher
effective tax rate and negative performance in our Flexible Products segment.
Please turn to slide 4. Oil prices have fallen significantly during the past six months, which is having a direct effect on the energy sectors
consumption of industrial packaging. A number of energy producers have cut exploration and production activities in response to sharply lower
price of oil, especially the smaller companies engaged in fracking in North America.
Lower oil prices have also started to impact our raw material prices. Raw material costs are declining for polyethylene and polypropylene in
response to the sharp decline in oil prices. The rapid drop in energy and raw material costs has disrupted the overall supply chain that motivated
some customers throughout the value chain to de-stock their inventories and delay ordering to benefit from anticipated lower costs.
During the first quarter the US dollar continues to strengthen. Currencies declined relative to the dollar in a number of countries around the
globe, especially were oil is a key export. The stronger dollar adversely impacted net sales and total gross profit dollars in the short term
requiring us to emphasize repricing efforts.
I am now on slide 5. The 2015 first-quarter operating loss in our Flexible Products business was approximately $9 million, versus the operating
profit of $1 million for the same period last year.
Three key factors were increased freight cost, an inventory write-down due to falling resin costs, and a change in the labor model prompted by
local regulatory environment contributed to the lower first-quarter results. Which Larry will cover in his remarks.
The management team is working diligently to address controllable items, increase sales and restore profitability in this segment. The Flexible
Products SG&A expenses benefited from previous actions, and our declining and the issues related to our sourcing are being resolved.
As previously stated, the in-depth strategic review of this business will be completed by the end of this month, and will establish the foundation
for future direction in this business. We are not in a position today to discuss recommendations or possible outcomes.
Please turn to slide 6. Our number one priority for improving our profitability is implementing an enterprise-wide transformation process. This
initiative includes eight interconnected work streams that cover all aspects of our business.
Key elements of our transformation process have now moved from the planning phase to the implementation phase. This is especially true for
our portfolio optimization work. One example of these and pending actions was the network consolidation moves we announced earlier this
week.
I will now turn the call over to Pete Watson, our Chief Operating Officer, who will provide additional details regarding the progress being
made on our transformation.

Pete Watson - Greif Inc - COO
Thank you, David. I’m on slide 7.
Further progress has been made to optimize the Greif portfolio through select strategic actions we divested additional non-core assets.
Examples include the sale of Nordics and wood cover business in the Flexible Products and Services segment, and we completed the
divestment of the US water bottle business. The approximate aggregate annual revenue of these businesses was just over $25 million, which we
realized a small gain on these transactions.
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Earlier this week, we announced the consolidation of four facilities, which addresses capacity issues, and also enables us to benefit from
previous productivity and operational excellence achievements. These actions resulted in the permanent reduction of 141 jobs, and they are
expected to contribute more than $4 million to operating profits on an annual run rate basis.
Additional actions will be implemented during the rest of FY15 and beyond. Our comprehensive global footprint enables us to adapt to these
changes by continuing to serve our customers through plants in our network.
Our announcement earlier this week concerning the consolidation of steel drum plants in Fenton, Missouri and New Orleans, Louisiana
represents one step toward our steel drum capacity reduction, and the elimination of underperforming facilities in North America, as we
discussed during our Investor Day on January 21st. These transactions are examples of the types of actions we identified within the transform
and fix quadrant in our transformation, which involves approximately $750 million of revenue.
There are 45 manufacturing plants that are represented in the 16 value cells inside this quadrant. Each plant within these 16 value cells has a
specific and aggressive improvement plan.
I’d now turn to slide 8 on growth initiatives. While we continue to optimize and reshape our global footprint, we’re also moving forward with
growth initiatives.
For example, solid progress is being achieved on the $45 million modernization and debottlenecking investments at the Riverville, Virginia
containerboard mill. It is on track and full installation will take place in the third quarter.
This project along with annual maintenance will require a 21 day adage to the semichem medium machine. This project will add an incremental
55,000 tons of annual containerboard capacity at Riverville.
As previously announced, the sixth corrugator is also being installed to further strengthen our sheet feeder network. This project is on time, on
budget, with volume commitments in place.
We are also adding an additional litho-lamination converting line in Mason, Michigan that offers customers a wider range of graphic packaging
options. A specialty coating line is also being added in Massillon, Ohio.
This innovative process enables us to offer our customers unique coating applications on containerboard. These are both expansions in our
differentiated product offering.
That concludes my remarks. I’ll now turn the call over to Larry Hilsheimer.

Larry Hilsheimer - Greif Inc - EVP & CFO
Thank you, Pete. This morning I will discuss a few key factors that impacted our 2015 first-quarter financial results compared to the same
quarter a year ago. Then I will briefly review market conditions as we entered the second quarter.
Our first-quarter results were, as David indicated, disappointing year-over-year, though not significantly different than we anticipated. The
high-level summary of the relative performance comparison comes down to four primary factors, with other minor positive and negative factors
netting out.
First, we experienced $4.7 million of operating income impact from dollar strengthening. Second, our Flexible business, with a difficult yearover-year comparison to the first quarter of 2014, which was pre-occupancy, continued to drag on our overall earnings.
Third, we experienced drops in various European countries, most notably Sweden, related to the impact of economics sanctions on doing
business in Russia. As well as world wide margin compression as result of raw material cost decreases, and the related pass through contract
provisions combined with product mix issues, which drove a decrease of $4.5 million of operating profit in our RIPS North America and
EMEA businesses when netted with other improvements.
Fourth, we had an unusual spike in our medical claims experience, and an expected pension expense increase due to changes in discount rates,
resulting in $4.2 million of additional cost in the quarter over the same quarter year previous.
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Now let me cover more details. I am on slide 9.
Net sales for the 2015 first quarter, excluding acquisitions and divestitures, were 6% below the same period last year, due to the impact of
foreign currency changes that David mentioned previously. As you can see on the slide, the strengthening of the US dollar reduced sales by
approximately $58 million.
On a segment basis, currency issues significantly impacted net sales in our Rigid Industrial Packaging segment, which experienced a 6.3%
decrease in net sales, excluding divestitures, when compared to the first quarter of 2014.
Segment selling prices and volume were slightly positive versus a year ago, with volume up 3.7% in North America, 1.8% in EMEA, and 2.7%
in the APAC region, but down 17.1% in Latin America. The net price and volume positives were offset by a 7.1% negative currency impact.
In Paper Packaging, net sales, excluding divestitures, decreased 3.5% to $159 million for the first quarter of 2015 compared to a year ago.
Selling prices were modestly higher than a year ago, while volumes decreased 3.6%. Principally due to having one less shipping day and
softness in demand in targeted markets as we approached the very end of the quarter.
Net sales for our Flexible Products segment decreased nearly 9%, excluding divestitures, compared to first-quarter 2014, which was almost
entirely attributable to currency impacts. A 2.8% decrease in volume was nearly offset by higher selling prices of 2.2% compared to a year ago.
There were $5 million of net sales in our Timber segment for the 2015 first quarter. This was nearly $1 million below the first quarter of 2014
due to lower planned timber sales.
Please note from a sales perspective, that we have included in the appendix a slide to correct an inadvertent omitted adjustment to our projected
sales, that appeared in the materials used for our first-quarter earnings call and Investor Day related to operating profit adjustments that we
made just before those discussions.
Please turn to slide 10. Gross profit decreased approximately $32 million to $154 million for the first quarter of 2015 versus last year.
Approximately $14 million of this decrease was attributable to contractual pass through of declining raw materials in steel and resin, in the
Rigid Industrial Packaging segment and the Flexible Packaging segment, also, the negative impact of foreign currency translation and
divestitures during the past year.
The gross profit decreased approximately $15 million in the Flexible Products segment due to several factors. First, there was a carryover
impact related to the Hadimkoy occupation last year that resulted in higher costs incurred related to alternative supply sources to meet customer
needs.
Maintaining these high third-party inventory levels also led to an inventory write-down due to rapidly declining resin prices, and higher
inventory levels as Hadimkoy transitioned back to full capacity. This third-party sourcing ended last month.
Second, we incurred higher freight costs to meet lead times for our customers. And third, there were higher costs related to the change that we
previously discussed to an in-house labor force, prompted primarily by conditions in the local regulatory environment and some inefficiencies
related to this change. We expect these costs will be offset in the future by efficiency and productivity gains made possible by ongoing
initiatives.
Consolidated gross profit margin decreased to 17.1% of net sales for the first quarter of this year from 18.6% a year ago due to the impacts of
the strong dollar, raw material pass-through provisions and product mix issues.
I’m now on slide 11. Operating profit decreased to $65 million for the first quarter of this year from $71 million a year ago. The final phase of
the multi-phase Timberland transaction was completed in the 2015 first quarter, and totaled approximately $24 million compared to $8 million
for the same period last year.
Therefore, operating profit before special items decreased from $65 million to $42 million. That was comprised of the margin compression,
previously discussed foreign currency, divestments, and increased medical and increased pension costs. Lower first-quarter results in the Rigid
Industrial Packaging and Flexible Products segment contributed to the year-over-year decline.
Please turn to slide 12. The effective tax rate for the first quarter of 2015 was 38.3% compared to 34.2% for the same period a year ago. The
higher percentage is due to the lower first-quarter pretax income and geographic mix variance compared to the same period last year. The
proportion of the year-over-year income reduction is disproportionally skewed to lower tax rate jurisdictions, thereby increasing our effective
tax rate.
Net income attributable to Greif, excluding the impact of special items, was $17 million or $0.30 per class A share for the first quarter of 2015,
compared to $27 million or $0.46 per class A share for the same period last year.
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Working capital was $343 million at January 31, 2015, or approximately $39 million below the first quarter of 2014. Excluding the benefit of
the strengthening US dollar, our first-quarter working capital increase this year was $59 million versus $95 million last year. We are actively
monitoring working capital in each of our businesses, and expect it to be at least neutral for FY15 compared to 2014.
I’m now moving to slide 13. As we entered the second quarter, market conditions were mixed across our global footprint. Overall, product
demand remains favorable in North America; however, the recent sharp decline in oil prices is adversely impacting companies in the energy
sector as some of them adjust their activity levels to the current pricing environment.
Latin America, reflecting the regional, political, and economic issues they face, is experiencing double-digit declines in volume and foreigncurrency translation impacts. Which we’ve been able to fully offset by substantial price increases.
In the EMEA region, market conditions vary considerably. The Middle East and Africa are performing well; Eastern Europe is also performing
well.
However, there is considerable volatility in Russia, particularly related to currency and supply chain issues. Western Europe continues to be
challenged by market competitive pressures, particularly in Germany and Scandinavia, though we continue to hear optimism about the impact
of the strengthening dollar and monetary policies.
The Asia-Pacific region remains stable in terms of its volume growth, although lower selling prices and foreign currency translation offset most
of those gains in the first quarter.
In Paper Packaging, our niche markets remain strong year-over-year. We will benefit beginning later this year from investments in this
business. Market conditions in the Flexible Products segment are gradually improving, as we continue to reshape our network.
During the quarter, we sold operations in the Nordic region for a gain, and continued to reduce SG&A expenses consistent with our plans. We
anticipate benefits in the second quarter, particularly on a year-over-year basis, excluding currency impacts.
Market conditions for timber sales in the Southeast US are firm as buyers are selective in their purchases, principally due to higher inventories
following strong activity levels in the first quarter. There is increased interest in real estate for certain properties we own in the US and Canada.
Please turn to slide 14. Turning to our outlook, we continue to anticipate that the global economy will reflect a modest recovery in FY15, with
the positive aspect improving in the United States being offset by negative trends in other regions. One thing I will point out is that we have not
factored into our guidance further strengthening of the dollar from this point forward against other currencies in the major markets in which we
operate.
We will continue to execute on our restructuring plans related to transformation, network consolidation, and pursuing the sale of select noncore assets as part of our overall strategic transformation, which may result in significant impairment and restructuring charges as we move
through the remainder of 2015. We will also continue to implement our SG&A cost savings activities.
Based on these factors, our FY15 adjusted class A earnings-per-share remains in the $2.25 to $2.35 range excluding gains and losses on the
sales of businesses, timberland and property, plant and equipment, and acquisition related costs, as well as restructuring and impairment
charges.
That concludes my remarks. We will now be pleased to answer your questions.
QUESTION AND ANSWER
Operator
(Operator Instructions)
Mark Wilde, Bank of Montreal.
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Mark Wilde - Bank of Montreal - Analyst
Yes, Larry, you anticipated one of them with some comments you made near the end, and that’s around FX. Because if you look at the January
numbers that are in your appendix for FX for things like the Euro and the Brazilian Real we have had a lot of strengthening of the dollar against
both of those currencies since January.
So I’m just curious about why you haven’t tried to factor that in at this point? We’re in early March. There’s been big moves here, you would
think that this would affect your targets for the full year.

Larry Hilsheimer - Greif Inc - EVP & CFO
Thanks, Mark. Yes, you’re right. We’ve been monitoring it, and there has been significant further strengthening of certain currencies. There’s
also been other currencies moving the other way that impact us as well.
On an overall basis, I would say it’s still been a bit of a negative, but we still believe the other activities that we have in front of us allow us to
maintain the earnings range that we provided.
We will continue to monitor it. And as I had mentioned that the end of my comments, if there are further significant moves in the strengthening
of the dollar it would obviously impact our earnings for the year.

Mark Wilde - Bank of Montreal - Analyst
Okay. Well I’ve particularly queued on the comparisons between current Euro and current Brazilian Real versus the numbers in that appendix.
So what other currencies have actually strengthened against the dollar, and which ones should we really be watching?

Larry Hilsheimer - Greif Inc - EVP & CFO
Well I think watching Brazil is important, watching the Ruble is important, watching the Euro is important, some of the Middle Eastern and
Asian currencies are as well. But I think those are the key ones. And the Euro movement from I think January to the end of February was
$0.06, is that right?

Mark Wilde - Bank of Montreal - Analyst
Yes, that’s about right.

Larry Hilsheimer - Greif Inc - EVP & CFO
And the other thing to keep in mind, Mark, is that it impacts our margin, it also though has a corresponding benefit on the SG&A side. So by
the time you net it, it was not material to the bottom line to a point where it would cause us to modify our guidance.

Mark Wilde - Bank of Montreal - Analyst
Okay. Next question I had, is if margins in Rigid Packaging, and just in the short term what I have hard time understanding is you’ve got price
in Rigid Packaging. Costs went down in Rigid Packaging, and volume went up in Rigid Packaging, yet your margins are down both quarter-toquarter and year-over-year, so I’m trying to understand that to reconcile the pieces.

Pete Watson - Greif Inc - COO
Mark, this is Pete Watson. Let me make some comments on that.
It’s a little different based on each region in the globe. But really if you look at it, the internal and the things that we are — actions we’re taking
and the issues that we’re addressing, we’ve got some underperforming operations, which we’re going to address or are addressing the portfolio
optimization strategy and transform and fix. We’ve got loss makers that are performing worse, some due to market actions or market
differences. And some are just underperforming businesses that are not achieving what their expected plans are.
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The actions we’re doing really falls in that transform and fix plans to really address the specific improvement plans. Over that 12 to 36 month
period, we’re either going to fix them or we’re going to consolidate those plants into other operations. I’d tell you at this stage, in the first four
months, we’re making good progress on those plans.
The second area and then part of that is consolidation efforts. We’ve got some plants in certain regions that are operating at very low utilization
and capacity rates, which creates a higher cost basis. So we’re again taking actions and we have already and there will be rooftop
consolidations, where we have less facilities operating at higher capacities to satisfy our customer needs.
And lastly, we do have some plants that are just operating inefficiently, whether it’s process inefficiency or maintenance inefficiency. And
some of the things we’re driving are some of the operational excellence improvement to that point, and also some will require some tailored
capital improvements once some process efficiencies have been achieved.
Along with that, as you will see us achieve in the transform and fix, we’ll be taking much more disciplined commercial actions in order that we
can achieve a fair return in our businesses that are not performing as well.

Mark Wilde - Bank of Montreal - Analyst
Okay. Pete, I’m at score. If we go back to three or four years ago, you guys were running about an 11% EBIT margin in Rigid Packaging, now
we’re down to just a little bit over 3%.
What really has changed here, and how much of this is just a fundamental change? Is there a track back to double-digit margins in this
business?

Pete Watson - Greif Inc - COO
There’s just not one answer or one levered answer to that. But part of it, is some of the operating issues I talked about, some of them are shifts
in certain regions we participate.
For example, in Europe, going back from 2010 to now, things have changed dramatically. Some of the economic conditions have shifted, some
of the competitive profiles have shifted.
And certainly recently, we’ve had some FX challenges. But there’s always been some FX advantages further past, and now that’s reversed. But
what I would tell you, Mark, is the things that we can control are those areas where we’ve got underperforming operations that we have to fix.
We’ve got too many facilities operating at utilization rates that are too low, and we need to do network consolidation to drive lower cost to
serve our market needs. And lastly, we need to be in certain markets, be more disciplined in our commercial process in our segmentation and
who we sell to, and how we tailor our value propositions.
And just again, make sure we get a fair return on the business and capital we have employed. I wish I could tell you it is one lever, it’s a
multitude of levers in each region, Mark.

Larry Hilsheimer - Greif Inc - EVP & CFO
Let me maybe supplement a little bit around this too, Mark. And you mentioned in your initial question the margin compression related to yearover-year, and then longer-term one as well.
So first, the FX impact does have a compressing measure to our margin. In addition, the low raw material or the lowering raw material prices as
we work through those contracts pass through provisions, as you well know because you’ve followed us so long. As that occurs, we also suffer
that margin compression related to the raw material pricing decrease.
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The last item that’s contributing to it for this year is just the mix of our volumes. We have more decreases in some of our higher-margin
businesses relative to our substrates than we do in some of our lower margin substrates. So it’s a combination of all of those factors.

Mark Wilde - Bank of Montreal - Analyst
Okay. And then just as my final question for Dave Fischer. I have covered the Company for a long time. And for many, many years, we heard a
lot about the Greif Business System and the focus on continuous improvement.
And I guess I stand here today, and I’m trying to figure out how we ended up in this situation. If this continuous improvement is really part of
the corporate culture, how did we get so far out of kilter?

David Fischer - Greif Inc - President & CEO
It is a fair question, Mark. I’ll point to a couple of things about the GBS.
First of all, it’s enabling us to do some of this network consolidation that we’re doing today. Without it, we wouldn’t have the free capacity and
under rooftops to be able to consolidate those without losing or having a dramatic negative impact on our sales. Because we’re going to move
that production to other capacities, and lower our total fixed costs. Number one.
I’d also point to the fact that it is also the very same GBS that even when you look past the consolidation of the paper industry, it is also —
which benefited us over the last few years. It is also the GBS that helped us de-bottleneck and drive our paper business profitability up
dramatically over the last few years.
As far as how — your broader question about how did we get into the current situation. I think we have in our transform and fix bucket,
unfortunately, a large cache of our business that is fundamentally changed, and not producing a return. And it is masking what’s going very
well in the organization in some of our growth initiatives that I’ve just mentioned, and also to protect the core.
We’ve got a little over $2 billion of our revenue making very fine returns. Some of those markets we’ve made some mistakes in ourselves, in
terms of trying to do too much or hang on too long when our customers don’t reward us for being in those areas. And we’ve been too slow, I
think, at consolidating those rooftops and getting let’s say our capacity utilization back up to a point where we can have some ability to award
our shareholders for participating in some of those markets.
So we’re taking those actions as we speak, but the GBS is alive and well. There’s big swaths of our Company which are operating well. But
this one specific section isn’t just a matter of being efficient in lean manufacturing or efficient in our operations, it involves the marketplace.
And the competitive dynamics of certain markets have changed dramatically for us, and that’s what’s gotten us into our current — and back to
your question about margins. We’re going through, unlike the past, a very unique period of time where currencies and oil have dramatically
fallen at the same time.
And if there is a time period here where we go through this compression before we can actually reprice, before we can actually run out some of
our existing inventories that are in our system. But that I think will also play itself out over the coming quarters, and you’ll see us make
progress on that.

Mark Wilde - Bank of Montreal - Analyst
Okay. I’ll turn it over. Thanks.

Operator
Ghansham Panjabi, Robert W Baird.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Hello, good morning it’s actually Mehul Dalia in for Ghansham. How are you guys doing?
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David Fischer - Greif Inc - President & CEO
Good morning.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Is there any change to your free cash flow guidance for 2015 that you guys gave last quarter?

Larry Hilsheimer - Greif Inc - EVP & CFO
We still anticipate that we will produce cash flow when adjusting out for the tax payment related to our gain on sale transactions last year that
will be more than the dividend that we pay. So I think that was the primary focus of the questions that we received previously.
As I mentioned in my comments about working capital, our expectation is that our working capital will be flat and not to be a drain on cash
over the year. So yes, we’re still in that range that we discussed in our Investor Day.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Okay, great. It seems like there was a price increase announced in the containerboard market. How successful do you think that will be? And
can remind us how may tons of containerboard Greif will be producing annually just pro forma for all the investing that you’re doing in the
business?

Pete Watson - Greif Inc - COO
Yes, this is Pete Watson. Thanks for the questions.
So the total number of tons we’ll have on our system at the conclusion of the modernization plan in Riverville is 780,000 tons. And that’s a
combination predominantly medium, semichem and recycled medium, and also recycled liner.
In regard to the announcement, all I can say is the one company that’s made an announcement and we’ll make decisions going forward in the
market based on what’s in our business interests. But at this point, I believe only one company has made an announcement.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Okay, great. And just one last one. Can you talk about how you expect margin in Flexible to progress throughout this year? Are there any
additional impacts from Hadimkoy or anything else that we should be aware of just going forward?

Pete Watson - Greif Inc - COO
Could you repeat that again? I’m sorry, you broke up.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Sorry about that. I was just asking, how do you expect margins in Flexibles to progress throughout FY15? The first quarter was a lot weaker
than we were expecting. I was just wondering if there’s any other additional impacts from Hadimkoy or elsewhere that we should be aware of
for the rest of year?
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Pete Watson - Greif Inc - COO
Thank you. We do expect margin to expand. We’ve had a lot of supply chain inefficiencies and we achieved that outsourced third-party
products that we will start in housing and manufacturing ourselves. So we do feel that there’s upside on that margin question.

Mehul Dalia - Robert W. Baird & Company, Inc. - Analyst
Great, thank you.

Operator
Chris Manuel, Wells Fargo.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Good morning, gentlemen. A couple questions for you. First, if I could start with some of the restructuring component.
I think back at Investor Day, if memory serves, it was something in that $25 million to $30 million that you had earmarked this year for
restructuring, and now it sounds like you’ve taken a chunk of the actions. Can you give us a sense as you sit here today, A, what exactly was
that number, or is that number you have tabbed in for 2015?
And then how we would anticipate seeing return from that? What sort of savings, what sort of time frame would those come over?

Larry Hilsheimer - Greif Inc - EVP & CFO
Chris, thanks for your question. This is Larry.
We continue to expect that we will incur restructuring charges, and even things that may end up falling into the impairment bucket as we go
forward. And just remind some people if we end up deciding that we’re going to hold something for sale, then we have to look at it in a
different manner than we do under an operating condition. And if it overlaps a quarter, it ends up sometimes getting classified as an impairment
rather than a loss on sale, so that’s why you see some of that language in our guidance and our Company outlook.
Right now, we’ve had things that have happened after the quarter and you’ll see this in our trends data in the Q when it’s filed. Where we’ve
indicated there’s $10 million to $15 million of things that we’re looking at right now. But I would say that the discussion that we had on the
Investor Day remains consistent, as does our point about, other than what Pete mentioned about the announcements that we had this week of $4
million plus of run rate from those actions.
We’re still in the process of pulling together so that we can provide you all on our June earnings call exactly what we’re going to achieve over
the next few years out of our transformation efforts. Part of it is, as you know, we had a lot of these transform and fix plans done, but what
we’re still in the process of doing is prioritization which actions do we take when, what’s the impact, when is it going to fall.
So it would be premature to tell you that we have clarity of that kind of data and how much will impact this year, next year and the following
years.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Okay. If we could maybe switch gears for a second. I guess you did a good segueway for it here, when you talked about significant
impairments or other elements within the outlook section. I don’t recollect seeing that before, so it maybe just as a point of reference or a
clarification, are you suggesting that we could see further sizable write-downs across a couple of the businesses?

Larry Hilsheimer - Greif Inc - EVP & CFO
What I was trying to clarify there, Chris, was that when we talk about that language, we used the term significant of impairments and
restructurings on a relative basis of what people might consider significant as they develop out of these transformation efforts.
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Because again, if we decide that we’re going to exit a business and we have to then list it as held for sale, if we have it held for sell at the end of
the quarter, we have to then assess it for impairment in a different manner than we would as an operating running business, and future cash
flows, and that kind of thing. So we could end up with something that ends up getting classified as an impairment when in fact it will in very
short order flip around and just be a gain or loss on sale, but that will not flow through because it would have already been recognized.
And we’re just putting that caution in there because we’re going through major effort. As we go through all of these plans and we look at our
divest, we look at our fixed and transform and our SG&A actions. We are looking aggressively at how we run this Company. So we don’t have
quantifiable information for you yet, but we would anticipate that we have charges that are still in line with what we talked about back at the
Investor Day, although it could increase as we get further into this.

David Fischer - Greif Inc - President & CEO
I would also add one other thing, Chris. Our demeanor or our expectation for the portfolio work and the cost-cutting remains the same as to
what we tried to describe and maybe we used a different word here or there at the investor meeting. We took some criticism for having a
Company-wide initiative described, but no tangible concrete commitments by business.
We are actively taking and resorting all of those plans, plant by plant, rolled up by business so that we can fulfill our commitment of saying in
the June timeframe, here’s the goals for each individual business, and we’re committed to doing that. However, this process has left the gate in
terms of actions being taken, hence the announcement that we had to make earlier this week because of necessary people notifications and
moves we want to make within the consolidation plan.
So as we make those individual ones up and to the point where we can paint the entire picture for you, we’re going to be as quantitative as we
can in those chunks. And we will not double count those, we will — or call those out or articulate those in the upcoming conference call when
we have a little bit more structure business by business on how each one of those moves between now and then fits into the overall picture.
So that’s something you guys should anticipate. There will be more of those type of announcements, and we’re going to our level best before
we have the whole framework built to tell you exactly what it means for us.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Okay. So let me switch gears one more time, and ask a little bit about the paper business, if I could. You spoke about, I think the press release,
about seeing some softness towards the end of the quarter, and I think if in earlier prepared remarks I heard correctly, it was down 3.5% in the
quarter.
When we look at industry data for those last few months that would have composed your quarter, I think November, December, January, it
would have suggested volumes that were up low single digits or better. Can you maybe talk a little bit about perhaps why you feel you felt —
you saw softness? Has anything changed with that trajectory?
I do appreciate there’s been, referring to industry chatter, there being some discounting some places in the market. Is that perhaps part of, you
either participated or didn’t participate in some of that, could you maybe give us a little color there as to why you were so significantly below
the market? And whether that will continue, or you envision that changing?

Pete Watson - Greif Inc - COO
Mark, this is Pete. So let me answer that from a containerboard side first, and from a corrugated converting second.
Our production in the quarter on the mill side was up 2%, and our selling prices were moderately higher than our plan. Our target markets, and
we are not as broad-based as some of the major four integrateds in terms of a national scope, but in our targeted markets, we started seeing
softer demand both on our containerboard side and on our corrugated sheet side in January.
There are competitive pressures that have been well documented publicly on the recycled products. But we, again, our margins are good. We
are making conscious decisions in the market from a disciplined standpoint to ensure that long-term, our margins are good and strong, and
we’ve seen no change in that regard.
One more comment on the containerboard side, Mark, is that Riverville shutdown is built in our plan and forecast. I would also tell you I’m
really bullish about our ability to perform in the containerboard side. Regardless of what happens around us, we have a variety of levers to pull.
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And regardless of our volumes, whether they’re slightly up or down, I still feel that we can manage that business very, very well. The
corrugated sheet side, compared to prior year, we are under what the corrugated FPA numbers are. One, we are operating at or near capacity in
that system and we will be so until Q4.
Again, there has been targeted softness in our markets in the Midwest, particularly. Some of that through some competitive entrants, and some
of it just due to some of that due to the markets we participate in, Chris.
Again in the corrugated sheet environment, we had one less shipping day. But I’ll tell you, we again, have made some conscious decisions in
the market not to participate due to pricing discipline and commercial discipline to preserve longer-term value on margins.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Okay, that’s helpful. I do have a couple of questions, but I’ll jump back into queue.

Larry Hilsheimer - Greif Inc - EVP & CFO
Thank you.

Operator
George Staphos, Bank of America Merrill Lynch.

Alex Wang - BofA Merrill Lynch - Analyst
Hello, good morning. It’s actually Alex Wong sitting in for George. From the press release, it appears that overall volumes were down
modestly. Can you just give us a sense of how volumes have trended either by segment or geography in February?

Pete Watson - Greif Inc - COO
Yes, Alex, this is Pete Watson. Overall, our volumes in the Rigid Packaging have been modestly higher, it’s a different answer in each region.
Latin America, we’ve seen a double-digit decline in volumes really related to the Brazilian economy, and a little slow start in one of our ag
markets and the juice markets, but our prices are up double digits to offset inflation and currency issues.
If you look at North America, EMEA and APAC, in the Rigid business, our volumes are actually up. North America it’s up 3.7%, EMEA is up
1.8%, and APAC is up 2.7%. By substrate it’s a little different, but again, in our Rigid Packaging business Latin America really changes the
perspective.
If you look at the biggest impact we’ve had in regard to pricing has been raw material deflation on both our steel and resin packaging. As
context, published steel pricing index in EMEA is down 8% versus prior year, and APAC is down 9%, so that’s impacting the overall sales,
along with FX impact.
But our volumes in those three regions are up. Paper Packaging, I think I just commented on the unit volume differences there. So I don’t know
if that gives you a clear enough view, Alex, of the regions and our volumes?

Alex Wang - BofA Merrill Lynch - Analyst
That’s helpful. I appreciate it, and appreciate the breakout as well on the slide deck.
Switching gears a bit, you talked in your formal remarks around several implications around declining oil prices. Can you just describe the
dynamic between perhaps lower demand on the IBC side and lower input costs, be it raw materials or energy, would you characterize this as a
net positive or negative for Greif? And then you also talked about some repricing efforts, if you can touch on that as well?
THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us
© 2015 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters

content, including by framing or similar means, is prohibited without the prior written consent of
Thomson Reuters. ‘Thomson Reuters’ and the Thomson Reuters logo are registered trademarks of
Thomson Reuters and its affiliated companies.
13

MARCH 05, 2015 / 03:00PM GMT, GEF - Q1 2015 Greif Inc Earnings Call
Pete Watson - Greif Inc - COO
I think in terms of oil prices, I think there’s a positive impact because many of our customers will have lower input costs, specifically some of
the chemical companies. And it also aids some lower transportation costs. Based on some of those cost components, we are seeing some
companies, global companies, transform production capabilities to be more balanced.
Again, David indicated that we believe we’re much more bullish on how we view EMEA in the second half of our fiscal year. The negative
side in some of the businesses that these oil derivatives and especially in the oil patch in North America, we are seeing some slowness in some
of those smaller segments. But I think overall, it will create some import or export opportunities that could be to our advantage in EMEA,
particularly in the second half.

Larry Hilsheimer - Greif Inc - EVP & CFO
Yes, and the raw material price decreases as we’ve talked about and in my comments it really has a margin compression impact as we work
through that because of our significant level of contract pass-through arrangements. And those work off a percentage adjustment that ends up
squeezing margin dollars on the bottom line, and doesn’t get you to leverage your fixed or semi fixed labor and plant costs.

Alex Wang - BofA Merrill Lynch - Analyst
Thanks for that. And then just two more quick ones, one on Flexibles and one on the tax rate. On Flexibles, understanding you’re not in a
position to be really sharing the outcome of the review today, but if you could help provide any color on maybe what’s changed in the market
between Investor Day and today, or what you know today that you didn’t know then which is helping to inform your decisions? That would be
part one.
And then on the tax rate, certainly there’s quite a bit of variance in the quarter. Should we still be expecting the book tax rate to be around the
31% to 32% range for the balance of year? Thanks very much.

Larry Hilsheimer - Greif Inc - EVP & CFO
So on the Flexibles piece of it, I would say there hasn’t been anything that significantly has changed from the Investor Day, other than at that
point we hadn’t really assessed the amount of inventory that we held and the impact that resin prices would have that led to the inventory writedown and the end of the quarter. We had hoped to be able to work through that inventory.
Outside of that, we had discussed at the Investor Day the move to the in-house labor model. We had talked about the impact of some of the
currency matters and our supply chain issues in FPS that we’re focused on. So outside of just that one inventory write-down item, that’s
probably the only item that changed since then. Pete, if you have anything on that, and I can address the tax rate.
So the tax rate issue is one that becomes complex with us in 54 countries. It really ends up being an exercise of rolling up every one of those
countries projection of income for the year, and then reassessing that each quarter, and looking at how you think it’s going to play out over the
year, which then can change again if currency matters change, if operations shift during those years.
So right now, that effective tax rate is what we anticipate it to be for the year, is what we’re utilizing for the quarter, that’s the way it works for
Generally Accepted Accounting Principles is you try to look at that assessment. What has shifted is just the places where income is being
earned or losses are being incurred, and it has shifted to a situation where the earnings are happening in higher tax rate countries and the losses
are going more against those in low rate countries, those adjustments.
And it’s not just all the US. When I did the high level at about 80% of the decrease in income going against countries that had rates between
15% and 25%, and 20% of the reduction in income going against countries with rates in excess of 30%.
It’s just the mechanics of it as you walk through it, and the shift in where we’re having more success than others. And then currency impacts
play into that as well, just because of the translation impact on the tax rate.
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Alex Wang - BofA Merrill Lynch - Analyst
Thanks, I’ll turn it over.

Operator
Marc Heilweil, Spectrum Advisory.

Marc Heilweil - Spectrum Advisory - Analyst
Morning, gentlemen. I want to pursue the phrase you’ve used a number of times in the presentation, and an answer to one or two questions. The
competitive dynamics in the marketplace have changed, could you dig a little into that aspect?
Is it that they’re just low-cost producers who have entered the marketplace that will be hard to complete with, or are these more temporary
factors? So what are the causes of the changes in the competitive dynamics? I assume this refers to both Rigid and Flexible?

Pete Watson - Greif Inc - COO
Marc, this is Pete Watson. So to help clarify your question, are you referring to the Rigid business, the Paper business? Because there’s a little
bit different answer depending on which —

Marc Heilweil - Spectrum Advisory - Analyst
Well I was really just referring to both the Rigid and Flexible, not the Paper so much, because I think we all know more about the Paper
business. But those other two are less obvious to those of us who are not analysts in the field.

Pete Watson - Greif Inc - COO
So I think if you look at the Rigid marketing landscape over the last three to four years, you’re really talking a different story in each region. I
think some of the factors that we talked were FX changes and economic changes in Europe from 2010 to now.
There’s not been a significant change in who our competitors are or the landscape, but as markets constrict to the economy, you have more a
competitive environment then you were in some markets where they’re expanding. So I think the answer lies in what the economic activity
growth or non-growth in each specific region in the Rigid business, it dictates the competitive nature and that expands and contracts.

Marc Heilweil - Spectrum Advisory - Analyst
Okay. So there are no new entrants or lower cost competitors or excess — well obviously there’s some excess capacity, but no excess capacity
has been added over the last two years that’s going to change the profitability of this division longer-term?

Pete Watson - Greif Inc - COO
No, on the Rigid side, that’s fair, on a general statement, yes.

Marc Heilweil - Spectrum Advisory - Analyst
And in the Flexible Packaging, has there been — are there any comments you want to make about the dynamics of the marketplace, other than
of course some economic weakness in certain areas?
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Pete Watson - Greif Inc - COO
Yes, sir. The biggest impact I think or difference in the last several years, in the Flexible side, is the addition of some very low-cost
manufacturing capabilities on Flexible bags in India.

Marc Heilweil - Spectrum Advisory - Analyst
Thank you very much.

Pete Watson - Greif Inc - COO
Yes, sir, thank you.

Operator
Justin Bergner, Gabelli & Company.

Justin Bergner - Gabelli & Company - Analyst
Good morning, everyone.

David Fischer - Greif Inc - President & CEO
Morning, Justin.

Justin Bergner - Gabelli & Company - Analyst
I just wanted to hone in on a few questions that were answered or asked earlier. Is it possible to quantify the effect on margins from FX
headwinds this quarter?

Larry Hilsheimer - Greif Inc - EVP & CFO
Yes, just one moment. The overall impact on our operating profit was about $4.7 million for the quarter. If I try to break it down into on the
gross profit level before SG&A, it’s approximately $16.6 million on margin, and a squeeze on us from — we were at an 18.7% gross margin in
2014 after adjusting for divestitures, and we had a slight impact on that just from some minor plant closure carryovers into this year, and the
rest of that gross margin decrement is a combination of the impact of the currency changes, and then that margin compression related to raw
materials that we discussed earlier.

Justin Bergner - Gabelli & Company - Analyst
Okay. And on the raw materials side, is there actually a timing mismatch that hurt you in this recently completed quarter? And if so, how large
was that timing mismatch? Between the — ?

Pete Watson - Greif Inc - COO
Justin, this is Pete. So we already have declining raw materials, and specifically in resins where it dropped very, very fast this quarter. If you
look at our percentage across Rigid, our overall material margins have not been on a percentage basis are not impacted significantly, but what
you do is you have an aggregate material margin dollar that’s significantly lower, and as you know, when that happens, you have less material
margin dollars to cover your fixed and variable costs.
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And so that had an impact, and at the same time, when you have reducing raw material input costs and prices go down, what it does is create a
much more competitive market environment, because there’s less dollars to cover your costs as we mentioned. Most of our contracts though do
have lags up and down, so there is a part of that that has created impact in the first quarter that we’ll see change going forward as long as you
have stabilized raw material costs.

Justin Bergner - Gabelli & Company - Analyst
Okay, thank you. And on the volume side, how much of a negative impact was there from closures?

Pete Watson - Greif Inc - COO
Our closures, unit volume was flat for the quarter versus prior quarter.

Justin Bergner - Gabelli & Company - Analyst
No, I guess I’m referring to the closures of plants.

Pete Watson - Greif Inc - COO
I’m sorry.

Justin Bergner - Gabelli & Company - Analyst
Because I guess you get the volume number ex- (multiple speakers)

Pete Watson - Greif Inc - COO
Correct. So the volume figures we compare are same-store sales we exclude acquisitions and divestitures.

Justin Bergner - Gabelli & Company - Analyst
Okay. And this quarter I guess you also excluded facility closures. How much of an impact were the facility closures?

Larry Hilsheimer - Greif Inc - EVP & CFO
Very minor.

Justin Bergner - Gabelli & Company - Analyst
Okay.

Larry Hilsheimer - Greif Inc - EVP & CFO
Diminimus.
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Justin Bergner - Gabelli & Company - Analyst
Okay, that’s good to hear. And then finally, as you evaluate assets that you might potentially sell, is the effort mainly on underperforming
assets or would you consider monetizing better performing free cash flow producing assets as well?

Pete Watson - Greif Inc - COO
Justin, when we talked on our Investor Day presentation, divestitures could be underperforming businesses. But they could also be very good
performing businesses that are either not a good fit for us, we’re not the natural owner, or we think they’re at a peak earnings ability.
And a good example of that, was we sold our multiwall paper business back in Q4, a well performing business that was not core to us, weren’t
investing in it, and we thought it was at the height of its potential earnings power. So that’s an example of one that was a good performing
business that we divested.

Justin Bergner - Gabelli & Company - Analyst
Okay, thank you. And then are you anticipating if you do sell some underperforming businesses that you’ll be I guess eliminating some
lossmaking businesses, and that will help you meet your current guidance for the fiscal year?

Pete Watson - Greif Inc - COO
In any of our divest or transform and fix plans that we’re executing very aggressively, that will impact loss makers which should improve our
forward-looking performance outlook.

Justin Bergner - Gabelli & Company - Analyst
Thank you very much for taking all my questions.

Pete Watson - Greif Inc - COO
Thank you, Justin.

Operator
Mark Wilde, Bank of Montreal.

Mark Wilde - Bank of Montreal - Analyst
I just wanted to follow-up little bit on the Paper Packaging business. Pete, is it possible to quantify for us the financial impact from those 21
days of shutdown at Riverville?

Pete Watson - Greif Inc - COO
We do, and it’s in our plan, Mark. What I will tell you, the impact for those 21 days it’s just on the medium semichem medium machine, and
then the offset relates to the increased volume we’ll get in Q4. So what I believe it’s 24,000 tons of downtime that we’ll incur during that
period, and the offset is what we will gain in the end of Q4.

Mark Wilde - Bank of Montreal - Analyst

I guess what I’m thinking about, Pete, is if we look forward into 2016, you won’t have that 21 days. So how much financially will we get back
from that, all other things being equal?
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Pete Watson - Greif Inc - COO
55,000 tons of incremental output from that investment.

Mark Wilde - Bank of Montreal - Analyst
Okay. And then just going downstream from that, I think most of what you’re selling now really is corrugated sheet. So I wondered, A, if you
can give us a sense of what Greif’s integration level will be post the Riverville upgrade?
And then just how we should think about pricing in that business? Because I know sheet pricing is often separate from open market
containerboard pricing or even box prices for that fact.

Pete Watson - Greif Inc - COO
That’s correct, Mark. So if you look at once the Riverville mill modernization is completed, and uniquely we are expanding a corrugator in
Charlotte at the same time. That, from a capacity standpoint, we’ll consume either in trade or direct sell all of that added capacity plus some. So
when we have the sixth corrugator in place and the Riverville monetization done, our integration levels will be in the low 80%s.
And I think we’ve stated in our growth plan one of our objectives is to become over integrated, and we will continue down the path to achieve
that.
The second question regarding or converting downstream, it is 95% of it is CorrChoice sheet feeders. I think it’s a different story in each
region. I think there’s a little more competitive activity in the upper Midwest because of the new entrant to that market.
What I would tell you is we focus very, very strongly on highly differentiated products and services, really high service orientation, and we
select and choose the segments we participate in that reward us for those. What I will tell you and one of our strategies is we are now in
CorrChoice as a system, 20% of our volume is on differentiated specialty products.
That’s growing quarter over prior year by 12%, we’ll continue to drive our involvement on those differentiated products which have higher
margins. I don’t know if that answers all your questions, Mark, or if you have a follow-up?

Mark Wilde - Bank of Montreal - Analyst
Just one, Pete. So you’re essentially, you’re long a lot of medium, and you’re short linerboard for CorrChoice. So, you’ve got a situation now
where we’ve seen a couple of downticks in the pulp and paper week price on medium, and the liner price, at least reported liner price, has held
steady. Do you get any just a mismatch in your business because of that?

Pete Watson - Greif Inc - COO
Well we trade liner for medium obviously, so we don’t get hurt on the trading into our system. And as you said, what you are seeing is a little
mismatch on published prices for medium. It’s gone down $20 a ton over a six-month period, and liner has stayed the same.
So, when you consider — we have more of our volume in our mills in medium, that impacts us greater than it would a company that has higher
percentage of their output on liner. And I think the thing we have to do and we are doing is we choose where we participate in, and how we
best segment our markets to get the fairest return.
But as you know, the new entrants have created some turmoil in certain markets, and but again, we feel pretty bullish on how we go to market
and who we choose to do business with, and some of our growth initiatives to become over integrated and insulate us from some of that noise.
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Mark Wilde - Bank of Montreal - Analyst
I guess, Pete, just the one other question about the sheet market. It does seem like you’ve got at least two competitors who continue to add a lot
of sheet capacity, one is in Indianapolis and you’ve got another one that has a pretty big footprint around the country. Do we have to worry
about just the corrugated sheet market getting oversupplied and pushing down margins over time?

Pete Watson - Greif Inc - COO
We don’t consider that a problem, because I think we have a very specific strategy and niche which we fill. We have a lot of respect for those
two companies you’re talking about, but I don’t see that as a problem for us.
Again, I will tell you we are driving very, very hard on niche products to — so we’re not chasing commodity sheet products and we gave
examples; we’re adding another Astitrade to do litho-laminating coatings, we’re putting in a unique coater in our Massillon, Ohio sheet feeder
facility, and we are expanding our Triplewall operations in Louisville, again, to try to drive a higher percentage of our business and volume on
higher-margin niche products in addition to sheet. So in our business, we don’t see and have any concern in that regard, Mark.

Mark Wilde - Bank of Montreal - Analyst
Okay. Fair enough. Good luck in the coming quarter and the balance of year, guys.

Pete Watson - Greif Inc - COO
Thank you.

Operator
Chris Manuel, Wells Fargo.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Good morning again. Just a couple quick ones if I could understand maybe a little bit of the mix issue, so just a couple nuts and bolts questions.
One within RIPS, and then one on raw materials or different elements.
And maybe start with raw material one. As you pointed out, you’re seeing steel down 8% to 10% depending on the region, and resin and some
of the other OCC and such have been off too.
Have you have seen any benefit? Traditionally, when raw materials go up, you end up being a little bit behind and you get hurt on the way
down usually a benefits, for a period of time, usually 30 days, 60 days a quarter or so.
Can you talk about have you have seen any of that thus far, or is that something that could help you in the next quarter or two? I do appreciate
by the way, in Flexibles, you talked about having a write-off from some excess inventory, you had to mark-to-market. But maybe aside from
that, could you talk to us about how that process is feeding through the system?

David Fischer - Greif Inc - President & CEO
Yes, Chris, thank you for the questions. Traditionally if you look at our model over time, you see more gradual sine waves, if you will, or
movement up and down and you’re right in your description of how that benefits or doesn’t benefit us over time. What’s happened more
recently with some of the currency moves and coupled with the raw material moves is that they’ve come on top of each other and they’re a
little bit more, let’s say, aggressive or disruptive to our overall value chain when you get caught with inventories and you have the mark-tomarket if you will during different periods of time,and it varies around the world. I’m just giving you a couple of examples there.
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But as you know, our pass through contracts allow us some protection, but the spot markets don’t, and when things change dramatically, that is
disruptive.
So I think we’re going through an unusual period, not one that’s been, let’s say, in recent times been repeated. And I think you’re going to see
us recover those margins as pricing initiatives adjust to currency issues and adjust to raw material changes that are pretty dramatic in nature and
as we run out our inventories.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Okay. So just to clarify, it sounds like as these materials have moved lower, it’s actually hurting you, not helping you? Am I interpreting that
right?

David Fischer - Greif Inc - President & CEO
In the very short term, that coupled with currencies, yes. But then that will play out to a more positive or gradual improvement or stabilization
of our margins going forward.

Chris Manuel - Wells Fargo Securities, LLC - Analyst
Okay. And then I guess my second question was, and this maybe fits into some of that, is and I think it was asked earlier in maybe a little
different way. But if we specifically look at the RIPS business, you’ve got profit down well over 30% on volumes that are flat to up.
And I guess what I’m trying to understand, and I appreciate there’s some different mix. I think back at your Analyst Day you talked specifically
about seeing 40%, 50% off, it was a big number volumes in some of the components within RIPS due to I think the big FIBCs and such or
NIBCs.
But could you maybe help us with the big differential on what’s going to reverse itself out as we go through the rest of year? Is it more a
function of mix, is some of it these material issues that are, I would have presumed been a benefit, but it sounds like are hurting you. And I’m
talking ex-currency, but just base business?

David Fischer - Greif Inc - President & CEO
Yes, and I think one of the problems we struggle with and obviously evident here, is that our mix and production size is wide and covers a
multitude of countries. What we have is more of a bimodal distribution of profitability by plant, where we have some that have gotten a lot
worse and some that have stayed pretty positive. And our job is to clean up the mix issues, particularly on the drags, if you will, and that really
goes back to the previous question, I think it was Mark Wilde’s question earlier about what has changed. That coupled when steel and resin are
much higher pricing, steel is over $1,000 a ton, generates a different margin profile for us than steel at $500 or $600 a ton. Same for resin.
So that is coupling — those are some of the key factors of what’s causing this decoupling of these plants and their profitability. One, to get
worse, and some of them are also stuck in the wrong geographies around the world, so you’re going to see us take action against those loss
makers for whatever reason. Either they’re in unsustainable markets, or they’re just not being rewarded for being — following our customers
around the world.
So the other thing that’s come into this is start up of some of our new Rigid Industrial Packaging lines, which we’re very confident in as we fill
those up. They start out with a margin drag overall, as they fill up they get better, and then also on the reconditioning business. When we got
into the reconditioning business, steel was at $1,000 a ton or even some areas higher. That gives you completely different profile for that
reconditioning business.
Reconditioning I believe is here to stay. Sustainability is here to stay with our largest customers, but that business is certainly not performing
like when we got into it, because of the difference in just raw materials makes it much more efficient and cheaper for customers to buy virgin
or brand-new units.
So you see a cadre of effects that are impacting those general overview aggregated margins and performance.,, and our job is to fix the boat
anchor that’s holding us back from the better performing business in the rest of our portfolio.

Chris Manuel - Wells Fargo Securities, LLC - Analyst

Okay, thank you. Good luck in the quarter, guys.
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Larry Hilsheimer - Greif Inc - EVP & CEO
Thank you, Chris.

Operator
At this time, I’d like to turn conference back over to your host, Mr. Scott Griffin, for closing remarks.

Scott Griffin - Greif Inc - IR
Thank you. David Fischer will be making the concluding remarks.

David Fischer - Greif Inc - President & CEO
As previously discussed, the Company is at the beginning of a transformation to increase productivity and operational excellence throughout
the network. We have a well-defined plan, and are working diligently to successfully execute those. As we continue to implement our portfolio
optimization initiatives, we will quantify each step of our progress along the way, including our growth initiatives.
Accelerating value creation is a high priority across the enterprise as we proceed with this transformation initiative to optimize our business and
increase our financial performance. Thanks for joining us today.

Scott Griffin - Greif Inc - IR
Thank you, David. The replay of this conference call will be available later today on our website at grief.com. We appreciate your interest and
participation in the conference call. Have a good day, thank you.

Operator
This concludes today’s teleconference. We thank you for your participation. You may disconnect your lines at this time.
DISCLAIMER
Thomson Reuters reserves the right to make changes to documents, content, or other information on this web site without obligation to notify
any person of such changes.
In the conference calls upon which Event Transcripts are based, companies may make projections or other forward-looking statements
regarding a variety of items. Such forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual
results may differ materially from those stated in any forward-looking statement based on a number of important factors and risks, which are
more specifically identified in the companies’ most recent SEC filings. Although the companies may indicate and believe that the assumptions
underlying the forward-looking statements are reasonable, any of the assumptions could prove inaccurate or incorrect and, therefore, there can
be no assurance that the results contemplated in the forward-looking statements will be realized.
THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
COMPANY’S CONFERENCE CALL AND WHILE EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE
MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE REPORTING OF THE SUBSTANCE OF THE
CONFERENCE CALLS. IN NO WAY DOES THOMSON REUTERS OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON
THIS WEB SITE OR IN ANY EVENT TRANSCRIPT. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY’S
CONFERENCE CALL ITSELF AND THE APPLICABLE COMPANY’S SEC FILINGS BEFORE MAKING ANY INVESTMENT OR
OTHER DECISIONS.
© 2015 Thomson Reuters. All Rights Reserved.
THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

© 2015 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters
content, including by framing or similar means, is prohibited without the prior written consent of
Thomson Reuters. ‘Thomson Reuters’ and the Thomson Reuters logo are registered trademarks of
Thomson Reuters and its affiliated companies.
22

