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Section 2 – Financial Information
Item 2.02.

Results of Operations and Financial Condition.

On March 7, 2016, Greif, Inc. (the “Company”) issued a press release (the “Earnings Release”) announcing the financial results for its first quarter ended
January 31, 2016. 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)

percentage decrease in the Company’s consolidated net sales for the first quarter of 2016 compared to the first quarter of 2015, after adjusting for the
impact of divestitures for both quarters and currency translation for the first quarter of 2016, which is equal to (a) the Company’s consolidated net
sales for the first quarter of 2016 minus the Company’s consolidated net sales for the first quarter of 2015, after adjusting each quarter for divestitures
occurring during fiscal years 2016 and 2015 and after adjusting the first quarter of 2016 for currency translation applicable to such quarter, divided by
(b) the Company’s consolidated net sales for the first quarter of 2015 after adjusting such quarter for divestitures occurring during fiscal years 2016
and 2015;

(ii)

earnings per diluted class A share of the Company before special items for the first quarter of 2016 and the first quarter of 2015, which is equal to
earnings per diluted class A share on the Company for the applicable quarter plus restructuring charges, plus acquisition-related costs plus non-cash
asset impairment charges and less gains or plus losses, as applicable, on timberland gains and disposal of properties, plants, equipment and businesses,
net of tax, each on a consolidated basis for the applicable quarter;

(iii)

net sales excluding the impact of divestitures for each of the Company’s Rigid Industrial Packaging & Services and Flexible Products & Services
business segments for the first quarter of 2016 and the first quarter of 2015, which is equal to that business segment’s net sales for the applicable
quarter as adjusted for divestitures occurring during fiscal years 2016 and 2015 as applicable to that business segment;

(iv)

operating profit before special items and excluding the impact of divestitures for the Company’s Rigid Industrial Packaging & Services and Paper
Packaging & Services business segments for the first quarter of 2016 and the first quarter of 2015, which is equal to that business segment’s operating
profit plus that business segment’s restructuring charges, plus the business segment’s non-cash asset impairment charges, plus acquisition-related
costs, plus losses on disposal of properties, plants, equipment, and businesses, net, and as further adjusted for divestitures occurring during fiscal years
2016 and 2015 as applicable to that business segment; and

(v)

operating loss before special items for the Company’s Flexible Products & Services business segment for the first quarter of 2016 and the first quarter
of 2015, which is equal to that business segment’s operating loss plus the business segment’s restructuring charges, plus that business segment’s noncash asset impairment charges, plus losses on disposal of properties, plants, equipment, and businesses, net, occurring during fiscal years 2016 and
2015 as applicable to the business 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 nonGAAP Measures provide a more stable platform on which to compare the historical performance of the Company than the most nearly equivalent GAAP data.

After the Earnings Release was issued, the Company corrected immaterial errors in the two tables in the Earnings Release under the caption “Segment
Results.” The corrections related to the “Volume” and “Selling Prices and Product Mix” components for calculating the percentage impact on net sales from the
Company’s Paper Packaging & Services business segment for the first quarter of 2016. The corrected tables are set forth below. Although the corrections changed
the component numbers in both tables, the overall impact on net sales from the Paper Packaging & Services business segment was (.05%) both before and after the
corrections.
Net Sales Impact - Excluding Divestitures:

Currency Translation
Volume
Selling Prices and Product Mix

Net Sales Impact:

Currency Translation
Volume
Selling Prices and Product Mix

Rigid Industrial
Packaging & Services

(11.3%)
(1.3%)
(2.4%)
(15.0%)
Rigid Industrial
Packaging & Services

(10.9%)
(4.9%)
(1.9%)
(17.7%)

Paper Packaging &
Services

—
3.9%
(4.4%)
(0.5%)
Paper Packaging &
Services

—
3.9%
(4.4%)
(0.5%)

Flexible Products &
Services

(9.8%)
(12.3%)
8.0%
(14.1%)
Flexible Products &
Services

(9.4%)
(12.3%)
4.4%
(17.3%)

Section 7 – Regulation FD
Item 7.01.

Regulation FD Disclosure.

On March 7, 2016, the Company released recorded remarks of management, made available on the Company’s website at www.greif.com/investors , regarding the
Company’s financial results for its first quarter ended January 31, 2016. The file transcript of management’s recorded remarks is attached as Exhibit 99.2 to this
Current Report on Form 8-K.
On March 8, 2016, 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, 2016. The file transcript of the Conference Call is attached as Exhibit 99.3 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 07, 2016 announcing the financial results for its first quarter ended January 31, 2016.

99.2

File transcript of recorded remarks of management of Greif, Inc., made available on the Company’s website at www.greif.com/investors on
March 7, 2016, regarding the financial results for its first quarter ended January 31, 2016.

99.3

File transcript of conference call held by management of Greif, Inc. on March 08, 2016.

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 10, 2016

By /s/ Lawrence A. Hilsheimer
Lawrence A. Hilsheimer,
Executive Vice President and Chief Financial Officer
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File transcript of recorded remarks of management of Greif, Inc., made available on the company’s website at www.greif.com/investors on
March 7, 2016, regarding the financial results for its first quarter ended January 31, 2016.
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File transcript of conference call held by management of Greif, Inc. on March 8, 2016.

Exhibit 99.1
Contacts
Analyst:

Matt Eichmann
740-549-6067

Media:

Scott Griffin
740-657-6516

Greif Reports First Quarter 2016 Results
DELAWARE, Ohio (March 7, 2016) – Greif, Inc. (NYSE: GEF, GEF.B), a world leader in industrial packaging products and services, announced first quarter
2016 results. Pete Watson, President and Chief Executive Officer, stated “We are pleased to report improved first quarter results. Our gross profit margin expanded
significantly versus a year ago led by our Rigid Industrial Packaging business, despite challenging market conditions impacting our Paper Packaging
business. While we have much more to accomplish, we are confident in our strategy to create value for both our customers and shareholders.”
Highlights for the first quarter 2016 include:
•

Earnings, excluding the impact of special items 1 , of $0.40 per diluted Class A share compared to $0.30 per diluted Class A share for the first quarter
of 2015. Due to $39.1 million of non-cash asset impairment charges primarily related to a pending divestiture of a non-core business, the company
recorded a loss for the first quarter 2016 attributable to the corporation that totaled $11.1 million or ($0.19) per diluted Class A share compared with
net income of $30.1 million or $0.52 per diluted Class A share in the first quarter of 2015.

•

Gross profit of $151.3 million compared to $153.9 million in the first quarter of 2015. Gross profit margin improved to 19.6 percent for the first
quarter of 2016 from 17.1 percent for the same period in 2015.

•

Free cash flow 2 improved $43.1 million compared to first quarter 2015 and long-term debt decreased $15.7 million.

•

Sales of $771.4 million compared to first quarter 2015 sales of $902.3 million. After adjusting for the effect of divestitures for both quarters and
currency translation for the first quarter 2016 3 , sales were 3.2 percent lower than sales for the first quarter of 2015.

•

Revised fiscal year guidance for 2016 Class A earnings per share to $2.10 - $2.40 per share, excluding gains and losses on the sales of businesses,
timberland and property, plant and equipment, acquisition costs and restructuring and impairment charges.

1

A summary of all special items that are excluded from the earnings 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
2 Free cash flow is defined as net cash provided by operating activities less cash paid for capital expenditures
3 A summary of the adjustments for the impact of divestitures and currency translation is set forth in the GAAP to Non-GAAP Reconciliation Net Sales to Net
Sales Excluding the Impact of Divestitures and Currency Translation in the financial schedules that are part of 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.
1

Segment Results
Net sales are impacted primarily by the volume of products sold, selling prices, product mix and the impact of changes in foreign currencies against the U.S. Dollar.
The tables below show the percentage impact of each of these items on net sales for the first quarter of 2016 as compared to the first quarter of 2015 for the
business segments with manufacturing operations. The first table excludes the impact of divestitures while the second is not adjusted for divestitures.
Net Sales Impact - Excluding Divestitures:

Rigid Industrial
Packaging & Services

Currency Translation
Volume
Selling Prices and Product Mix

Net Sales Impact:

(11.3%)
(1.3%)
(2.4%)
(15.0%)
Rigid Industrial
Packaging & Services

Currency Translation
Volume
Selling Prices and Product Mix

(10.9%)
(4.9%)
(1.9%)
(17.7%)
2

Paper Packaging &
Services

—
8.9%
(9.4%)
(0.5%)
Paper Packaging &
Services

—
8.9%
(9.4%)
(0.5%)

Flexible Products
& Services

(9.8%)
(12.3%)
8.0%
(14.1%)
Flexible Products
& Services

(9.4%)
(12.3%)
4.4%
(17.3%)

Rigid Industrial Packaging & Services
Net sales decreased to $534.9 million for the first quarter of 2016 compared with $649.7 million for the first quarter of 2015. Excluding the impact of divestitures 4
, net sales decreased $94.1 million compared to the first quarter 2015 due primarily to the negative impact of foreign currency.
Operating loss was $2.6 million for the first quarter of 2016 compared to operating profit of $20.2 million for the first quarter of 2015. The decrease was primarily
attributable to $36.8 million of non-cash asset impairment charges incurred during the first quarter of 2016 related to the pending divestiture of a non-core business.
Operating profit before special items and excluding the impact of divestitures was $35.5 million for the first quarter of 2016 versus $23.3 million for the first
quarter of 2015, due primarily to improvements in gross profit margin and reductions in SG&A costs related to transformation efforts across the segment partially
offset by the negative impact of foreign currency.
Paper Packaging & Services
Net sales decreased 0.5 percent to $158.4 million for the first quarter of 2016 compared with $159.2 million for the first quarter of 2015. The decrease was
primarily due to a reduction in containerboard prices during the first quarter 2016, offset by volume increases when compared to the first quarter of 2015.
Operating profit was $21.2 million for the first quarter of 2016 compared with $28.1 million for the first quarter of 2015. Operating profit before special items and
excluding the impact of divestitures was $22.7 million for the first quarter of 2016 versus $28.1 million for the first quarter of 2015. The decrease was primarily
due to a reduction in containerboard prices and higher costs of production for the first quarter of 2016 compared to the first quarter of 2015.
Flexible Products & Services
Net sales decreased $15.2 million to $72.9 million for the first quarter of 2016 compared with $88.1 million for the first quarter of 2015. Excluding the impact of
divestitures, net sales decreased $12.0 million compared to the first quarter of 2015, primarily due to the negative impact of foreign currency and lower sales
volumes partially offset by pricing improvements.
Operating loss was $3.1 million for the first quarter of 2016 versus an operating loss of $8.8 million for the first quarter of 2015. Operating loss before special items
and excluding the impact of divestitures was $1.6 million for the first quarter of 2016 versus $8.8 million for the first quarter of 2015. The improvement in
operating loss before special items was primarily due to reductions in raw material, transportation and other production costs as well as reductions in SG&A
expenses as a result of transformation efforts across the segment.
Land Management
Net sales decreased 1.9 percent to $5.2 million for the first quarter of 2016 compared with $5.3 million for the first quarter of 2015.
Operating profit was $2.1 million for the first quarter of 2016 compared with $25.9 million for the first quarter of 2015. The decrease in operating profit was due to
no timberland gains in the first quarter of 2016 and $24.3 million of timberland gains in the first quarter of 2015.
Income Taxes
Income tax expense was significantly impacted by discrete losses for which there was not a proportionate tax benefit recognized in the quarter. In addition, GAAP
requires that losses from jurisdictions for which a valuation allowance has been provided are not included in the amount to which the annual rate is applied for the
quarter, even if we anticipate being able to utilize those losses on an annual basis. These factors resulted in a $6.0 million tax expense reported on a pre-tax loss of
$3.9 million. The primary discrete loss in the period related to the non-cash asset impairment charges noted above.
Dividends
On March 1, 2016, the Board of Directors declared quarterly cash dividends of $0.42 per share of Class A Common Stock and $0.62 per share of Class B Common
Stock. Dividends are payable on April 1, 2016, to stockholders of record at the close of business on March 18, 2016.
4

A summary of all adjustments by business segment related to the impact of divestitures and special items that are excluded from net sales, gross profit and
operating profit is set forth in the GAAP to Non-GAAP Reconciliation Selected Financial Information Excluding the Impact of Divestitures in the financial
schedules that are part of this release
3

Company Outlook
The company’s fiscal year 2016 results will continue to benefit from further implementation of our transformation efforts, but will continue to be impacted by the
effects of a sluggish global industrial economy, weaker containerboard prices and the continued strengthening of the U.S. dollar relative to other currencies. As a
result, anticipated Class A earnings per share, excluding gains and losses on the sales of businesses, timberland and property, plant and equipment, acquisition costs
and restructuring and impairment charges, is revised to $2.10 - $2.40 per share.
4

GREIF, INC. AND SUBSIDIARY COMPANIES
SELECTED FINANCIAL HIGHLIGHTS
UNAUDITED
(Dollars in millions, except per share amounts)
Three months ended
January 31
2016
2015

Selected Financial Highlights
Net sales
Gross profit
Gross profit margin
Operating profit
Operating profit before special items
EBITDA
EBITDA before special items
Cash used in operating activities
Net income (loss) attributable to Greif, Inc.
Diluted Class A earnings (loss) 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 PPE and businesses, net
Total special items

$

$
$
$

Total special items, net of tax and noncontrolling interest

$

(2.3)
—
—
(39.1)
0.9
(40.5)

$

$
$

(34.1)

Impact of total special items, net of tax, on diluted Class A earnings per share attributable to Greif, Inc.

Operating working capital 5
5

771.4
151.3
19.6%
17.6
58.1
46.9
87.4
(26.2)
(11.1)
(0.19)
0.40

$

(0.59)

902.3
153.9
17.1%
65.4
42.3
99.9
76.8
(59.9)
30.1
0.52
0.30
(3.2)
(0.2)
24.3
(0.2)
2.4
23.1
13.4

$

0.22

January 31,
2016

October 31,
2015

376.4

345.4

Operating working capital represents trade accounts receivable plus inventories less accounts payable. The change in operating working capital reflects the
change, excluding the impact of foreign currency, of ($35.2) million.
5

Conference Call
The company will host a conference call to discuss the first quarter of 2016 results on March 8, 2016, 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 +1 201-689-8427. 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.
The company encourages interested investors, analysts and portfolio managers to submit questions in advance of the conference call regarding Greif’s quarterly
performance to investors@Greif.com. Questions will be accepted until Monday, March 7 at 5:00 p.m. ET. The company will address both previously submitted
questions and questions asked during 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 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
This release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. The words “may,” “will,” “expect,”
“intend,” “estimate,” “anticipate,” “aspiration,” “objective,” “project,” “believe,” “continue,” “on track” or “target” or the negative thereof and similar expressions,
among others, identify forward-looking statements. All forward-looking statements are based on assumptions, expectations and other information currently
available to management. Such forward-looking statements are subject to certain risks and uncertainties that could cause the company’s actual results to differ
materially from those forecasted, projected or anticipated, whether expressed or implied. The most significant of these risks and uncertainties are described in Part I
of the company’s Annual Report on Form 10-K for the fiscal year ended Oct. 31, 2015. The company undertakes no obligation to update or revise any forwardlooking statements.
Although the company believes that the expectations reflected in forward-looking statements have a reasonable basis, the company can give no assurance that these
expectations will prove to be correct. Forward-looking statements are subject to risks and uncertainties that could cause the company’s actual results to differ
materially from those forecasted, projected or anticipated, whether 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) our pension plans are underfunded and will require future cash contributions, and our required future cash
contributions could be higher than we expect, each of which could have a material adverse effect on our financial condition and liquidity, (xvi) we may be subject
to losses that might not be covered in whole or in part by existing insurance reserves or insurance coverage, (xvii) our business depends on the uninterrupted
operations of our facilities, systems and business functions, including our information technology and other business systems, (xviii) 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,
(xix) legislation/regulation related to environmental and health and safety matters and corporate social responsibility could negatively impact our operations and
financial performance, (xx) product liability claims and other legal proceedings could adversely affect our operations and financial performance, (xxi) 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, (xxii) changing climate, climate change regulations and greenhouse gas effects may adversely affect our
operations and
6

financial performance, (xxiii) the frequency and volume of our timber and timberland sales will impact our financial performance, (xxiv) changes in U.S. generally
accepted accounting principles and SEC rules and regulations could materially impact our reported results, (xxv) 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 (xxvi) the company has a significant amount of
goodwill and long-lived assets which, if impaired in the future, would adversely impact our results of operations, and. 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 forecasted, projected or anticipated, 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.
7

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
2016
2015

Net sales
Cost of products sold
Gross profit
Selling, general and administrative expenses
Restructuring charges
Timberland gains
Non-cash asset impairment charges
Gain on disposal of properties, plants and equipment, net
Gain on disposal of businesses
Operating profit
Interest expense, net
Other expense, net
Income (loss) before income tax expense and equity earnings of unconsolidated affiliates, net
Income tax expense
Net income (loss)
Net (income) loss attributable to noncontrolling interests
Net income (loss) attributable to Greif, Inc.
Basic earnings (loss) per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock
Diluted earnings (loss) per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock
Shares used to calculate basic earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock
Shares used to calculate diluted earnings per share attributable to Greif, Inc. common shareholders:
Class A Common Stock
Class B Common Stock
8

$ 771.4
620.1
151.3
93.2
2.3
—
39.1
(0.9)
—
17.6
18.5
3.0
(3.9)
6.0
(9.9)
(1.2)
$ (11.1)

$ 902.3
748.4
153.9
111.8
3.2
(24.3)
0.2
(1.6)
(0.8)
65.4
19.6
0.1
45.7
17.5
28.2
1.9
$ 30.1

($ 0.19)
($ 0.29)

$ 0.52
$ 0.76

($ 0.19)
($ 0.29)

$ 0.52
$ 0.76

25.7
22.1

25.6
22.1

25.7
22.1

25.6
22.1

GREIF, INC. AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS
UNAUDITED
(Dollars in millions)
January 31, 2016

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Trade accounts receivable
Inventories
Other current assets

65.3
373.0
295.9
188.1
922.3

LONG-TERM ASSETS
Goodwill
Intangible assets
Assets held by special purpose entities
Other long-term assets
PROPERTIES, PLANTS AND EQUIPMENT
$
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
REDEEMABLE NONCONTROLLING INTEREST
EQUITY
Total Greif, Inc. equity
Noncontrolling interests
$
9

782.6
126.0
50.9
95.3
1,054.8
1,185.7
3,162.8

292.5
44.1
22.2
211.2
570.0

October 31, 2015

$

$

$

106.2
403.7
297.0
201.6
1,008.5
807.1
132.7
50.9
98.8
1,089.5
1,217.7
3,315.7

355.3
40.7
30.7
220.3
647.0

1,112.1
43.3
447.1
1,602.5
32.2

1,116.2
43.3
449.3
1,608.8
—

939.8
18.3
958.1
3,162.8

1,015.6
44.3
1,059.9
3,315.7

$

GREIF, INC. AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)
(Dollars in millions)
Three months ended
January 31,
2016
2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)
Depreciation, depletion and amortization
Asset impairments
Other non-cash adjustments to net income
Operating working capital changes
Deferred purchase price on sold receivables
Decrease in cash from changes in certain assets and liabilities and other
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisitions of companies, net of cash acquired
Collection of subordinated note receivable
Purchases of properties, plants and equipment
Purchases of timber properties
Proceeds from the sale of PPE, businesses, timberland and other assets
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from (payments on) debt, net
Dividends paid to Greif, Inc. shareholders
Other
Net cash provided by (used in) financing activities
Effects of exchange rates on cash
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

$

10

(9.9)
32.3
39.1
0.1
(35.2)
(15.9)
(36.7)
(26.2)

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

—
44.2
(29.8)
—
2.1
16.5

(0.4)
—
(39.2)
(25.4)
39.0
(26.0)

(2.4)
(24.5)
(0.2)
(27.1)
(4.1)
(40.9)
106.2
$ 65.3

84.3
(24.5)
0.1
59.9
(3.3)
(29.3)
85.1
$ 55.8

GREIF, INC. AND SUBSIDIARY COMPANIES
FINANCIAL HIGHLIGHTS BY SEGMENT
UNAUDITED
(Dollars in millions)
Three months ended
January 31
2016
2015

Net sales:
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total net sales
Operating profit (loss):
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total operating profit
EBITDA 6 :
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total EBITDA
EBITDA before special items:
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total EBITDA
6

$ 534.9
158.4
72.9
5.2
$ 771.4

$ 649.7
159.2
88.1
5.3
$ 902.3

$

(2.6)
21.2
(3.1)
2.1
$ 17.6

$

$ 17.5
28.9
(2.3)
2.8
$ 46.9

$

$ 55.6
30.4
(0.8)
2.2
$ 87.4

$

$

$

$

20.2
28.1
(8.8)
25.9
65.4
44.8
35.5
(7.0)
26.6
99.9
46.3
35.5
(6.9)
1.9
76.8

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.
11

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
OPERATING WORKING CAPITAL
UNAUDITED
(Dollars in millions)
Trade accounts receivable
Plus: inventories
Less: accounts payable
Operating working capital

January 31, 2016

October 31, 2015

$

$

$
12

373.0
295.9
292.5
376.4

$

403.7
297.0
355.3
345.4

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
CONSOLIDATED EBITDA 7
UNAUDITED
(Dollars in millions)
Three months ended
January 31
2016
2015

Net income (loss)
Plus: interest expense, net
Plus: income tax expense
Plus: depreciation, depletion and amortization expense
EBITDA

$ (9.9)
18.5
6.0
32.3
$ 46.9

$ 28.2
19.6
17.5
34.6
$ 99.9

Net income (loss)
Plus: interest expense, net
Plus: income tax expense
Plus: other expense, net
Operating profit
Less: other expense, net
Plus: depreciation, depletion and amortization expense
EBITDA

$ (9.9)
18.5
6.0
3.0
17.6
3.0
32.3
$ 46.9

$ 28.2
19.6
17.5
0.1
65.4
0.1
34.6
$ 99.9

7

EBITDA is defined as net income (loss), plus interest expense, net, plus income tax expense, plus depreciation, depletion and amortization. As demonstrated
in this table, EBITDA can also be calculated with reference to operating profit.
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GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SEGMENT EBITDA 8
UNAUDITED
(Dollars in millions)
Three months ended
January 31
2016
2015

Rigid Industrial Packaging & Services
Operating profit (loss)
Less: other (income) expense, net
Plus: depreciation and amortization expense
EBITDA
Restructuring charges
Acquisition-related costs
Gain on disposal of properties, plants, equipment and businesses, net
Non-cash asset impairment charges:
EBITDA before special items

$ (2.6)
1.7
21.8
$ 17.5
1.4
—
(0.1)
36.8
$ 55.6

$

Paper Packaging & Services
Operating profit
Plus: depreciation and amortization expense
EBITDA
Non-cash asset impairment charges
EBITDA before special items

$ 21.2
7.7
$ 28.9
1.5
$ 30.4

$

Flexible Products & Services
Operating loss
Less: other expense, net
Plus: depreciation and amortization expense
EBITDA
Restructuring charges
Non-cash asset impairment charges
Gain on disposal of properties, plants, equipment and businesses, net
EBITDA before special items

$ (3.1)
1.3
2.1
$ (2.3)
0.9
0.8
(0.2)
$ (0.8)

$

$

2.1
0.7
$ 2.8
—
$ (0.6)
$ 2.2

$

Consolidated EBITDA

$ 46.9

$

99.9

Consolidated EBITDA before special items

$ 87.4

$

76.8

Land Management
Operating profit
Plus: depreciation, depletion and amortization expense
EBITDA
Timberland gains
Gain on disposal of properties, plants, equipment and businesses, net
EBITDA before special items

8

$

$

$
$

$

$

20.2
(0.4)
24.2
44.8
2.4
0.2
(1.2)
0.1
46.3
28.1
7.4
35.5
—
35.5
(8.8)
0.5
2.3
(7.0)
0.8
0.1
(0.8)
(6.9)

25.9
0.7
$ 26.6
(24.3)
$ (0.4)
$
1.9

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.
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GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
FREE CASH FLOW 9
UNAUDITED
(Dollars in millions)
Three months ended
January 31
2016
2015

Net cash used in operating activities
Less: Cash paid for capital expenditures
Free Cash Flow

$ (26.2)
(29.8)
$ (56.0)

$ (59.9)
(39.2)
$ (99.1)

FREE CASH FLOW FROM VENEZUELA OPERATIONS 10
Three months ended
January 31
2016
2015

Net cash provided by operating activities for Venezuela
Less: Cash paid for capital expenditures for Venezuela
Free Cash Flow for Venezuela

$ —
—
$ —

$

2.3
(11.1)
$ (8.8)

FREE CASH FLOW EXCLUDING THE IMPACT OF VENEZUELA OPERATIONS 11
Three months ended
January 31
2016
2015

Net cash used in operating activities
Less: Cash paid for capital expenditures
Free Cash Flow
9
10
11

$ (26.2)
(29.8)
$ (56.0)

$ (62.2)
(28.1)
$ (90.3)

Free cash flow is defined as net cash provided by operating activities less cash paid for capital expenditures.
Free cash flow from Venezuela operations is defined as net cash provided by Venezuela operating activities less cash paid for Venezuela capital
expenditures.
Free cash flow excluding the impact of Venezuela operations is defined as net cash provided by operating activities, excluding Venezuela’s net cash
provided by operating activities, less capital expenditures, excluding Venezuela’s capital expenditures. The information is relevant and presented due to the
impact of the devaluation of the Venezuelan currency at the end of the third quarter 2015 from 6.3 bolivars per USD to 199.4 bolivars per USD. The
translated value of both the cash provided by operating activities of Venezuela and the cash paid for capital expenditures does not reflect the true economic
impact to the company because actual conversion of bolivars to U.S. dollars at the official exchange rate used for the first three quarters of 2015 would not
have been possible.
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GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SEGMENT OPERATING PROFIT (LOSS) BEFORE SPECIAL ITEMS 12
UNAUDITED
(Dollars in millions)
Three months ended
January 31
2016
2015

Operating profit (loss):
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total operating profit
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
Paper Packaging & Services
Flexible Products & Services
Total non-cash asset impairment charges
Gain on disposal of properties, plants, equipment and businesses, net:
Rigid Industrial Packaging & Services
Flexible Products & Services
Land Management
Total gain on disposal of properties, plants, equipment and businesses, net
Operating profit (loss) before special items:
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products & Services
Land Management
Total operating profit (loss) before special items
12

$ (2.6)
21.2
(3.1)
2.1
17.6

$

20.2
28.1
(8.8)
25.9
65.4

1.4
0.9
2.3

2.4
0.8
3.2

—
—

0.2
0.2

—
—

(24.3)
(24.3)

36.8
1.5
0.8
39.1

0.1
—
0.1
0.2

(0.1)
(0.2)
(0.6)
(0.9)

(1.2)
(0.8)
(0.4)
(2.4)

35.5
22.7
(1.6)
1.5
$ 58.1

21.7
28.1
(8.7)
1.2
42.3

$

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, plus the impact of Venezuela
devaluation on cost of products sold.
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GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
CLASS A EARNINGS PER SHARE BEFORE SPECIAL ITEMS
UNAUDITED
(Dollars in millions, except for per share amounts)
Three months ended January 31, 2016
Net Loss Attributable to Greif, Inc.
Less: (Gain) loss on disposal of properties, plants, equipment and businesses, net
Plus: Restructuring charges
Plus: Non-cash asset impairment charges
Net Income Attributable to Greif, Inc. Excluding Special Items

$ (11.1)
(0.6)
1.5
33.2
$ 23.0

$

Three months ended January 31, 2015
Net Income Attributable to Greif, Inc.
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, Inc. Excluding Special Items

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

$

All special items are net of tax and noncontrolling interests
17

Class A
(0.19)
(0.01)
0.04
0.56
$
0.40
Class A
0.52
(0.02)
(0.25)
0.05
—
—
$
0.30

GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
SELECTED FINANCIAL INFORMATION EXCLUDING
THE IMPACT OF DIVESTITURES
UNAUDITED
(Dollars in millions)

2016

Three months ended
January 31
Impact of
Excluding the Impact of
Divestitures
Divestitures 2016 13

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

$534.9
158.4
72.9
5.2
$771.4

$

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

$102.8
35.8
10.5
2.2
$151.3

$

Operating Profit (Loss):
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products and Services
Land Management
Consolidated

$ (2.6)
21.2
(3.1)
2.1
$ 17.6

$

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

$ 35.5
22.7
(1.6)
1.5
$ 58.1

$

2015*

$

$

$

$

—
—
—
—
—

$

—
—
—
—
—

$

—
—
—
—
—

$

—
—
—
—
—

$

$

$

$

$

534.9
158.4
72.9
5.2
771.4
102.8
35.8
10.5
2.2
151.3
(2.6)
21.2
(3.1)
2.1
17.6
35.5
22.7
(1.6)
1.5
58.1

Impact of
Divestitures

Excluding the Impact of
Divestitures and Facility
Closures 2015

20.7
—
3.2
—
23.9

$

0.5
—
0.5
—
1.0

$

(1.5)
—
0.1
—
(1.4)

$

(1.6)
—
0.1
—
(1.5)

$

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

$104.6
40.6
7.1
1.6
$153.9

$

Operating Profit (Loss):
Rigid Industrial Packaging & Services
Paper Packaging & Services
Flexible Products and Services
Land Management
Consolidated

$ 20.2
28.1
(8.8)
25.9
$ 65.4

$

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

$ 21.7
28.1
(8.7)
1.2
$ 42.3

$

$

$

$

$

$

$

$

$

629.0
159.2
84.9
5.3
878.4
104.1
40.6
6.6
1.6
152.9
21.7
28.1
(8.9)
25.9
66.8
23.3
28.1
(8.8)
1.2
43.8

Note: The 2015 Acquisitions were completed at the beginning of the fiscal year and are not adjusted because they are fully reflected in both periods.
13

See table contained herein entitled GAAP to Non-GAAP Reconciliation Segment Operating Profit (Loss) Before Special Items for a reconciliation of each
segment’s operating profit (loss) before special items.
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GREIF, INC. AND SUBSIDIARY COMPANIES
GAAP TO NON-GAAP RECONCILIATION
NET SALES TO NET SALES EXCLUDING THE IMPACT OF
DIVESTITURES AND CURRENCY TRANSLATION
UNAUDITED
(Dollars in millions)
Three months ended
January 31

Net Sales
Impact of Divestitures
Net Sales excluding the impact of divestitures
Currency Translation
Net Sales excluding the impact of divestitures and currency translation
19

2016

2015

$ 771.4
—
$ 771.4
(79.1)
$ 850.5

$ 902.3
23.9
$ 878.4
N/A
$ 878.4

(Decrease) in
Net Sales ($)

(Decrease) in
Net Sales (%)

$

(130.9)

(14.5%)

$

(27.9)

(3.2%)

Exhibit 99.2
Matt Eichmann
Good morning. My name is Matt Eichmann and I am the Vice President for Investor Relations at Greif. Similar to our previous quarter and consistent with Greif’s
ongoing commitment to enhance transparency, we are pleased to provide you with a copy of our conference call slides and management remarks in addition to the
2016 first quarter earnings release.
You are encouraged to submit questions today to investors@greif.com for the first quarter earnings call to be held on March 8 at 10 am ET. Management will
discuss our 2016 first quarter results.
I am now on slide 3.
The information provided contains forward-looking statements and uses certain non-GAAP financial measures. Please review the information provided on this
slide.
Presenting management’s remarks today are Pete Watson, president and chief executive officer and Larry Hilsheimer, executive vice president and chief financial
officer.
We issued our 2016 first quarter earnings release before the market opened on Monday, March 7. The earnings release is posted on our website at, www.greif.com
in the Investors section under events and presentations.
I will now turn the presentation over to Greif’s president and chief executive officer, Pete Watson.
1

Pete Watson – President and Chief Executive Officer
Thank you, Matt and good morning. I would like to start by reaffirming our strong commitment to the transformation process. Central to our success is building the
best team to allow us to achieve our vision of providing superior service to our customers. We believe this will differentiate Greif in the market and help us deliver
higher returns that will reward our shareholders. The team continues to execute against three transformational priorities.
One, optimizing and strengthening our business portfolio to unlock further earnings potential. Second, expanding our gross margins through fundamental operating
improvements within the Greif Business System. And third, operating with a higher degree of fiscal discipline to create a lower cost structure and generate higher
levels of cash flow from operations.
I am encouraged that the team’s efforts and focus translated into improved margins and earnings.
Please turn to slide 5.
We are pleased with our first quarter results as they demonstrate improvement, but we acknowledge that we still have much more to accomplish in our journey.
These improvements were driven by both gross margin expansion and greater accountability to our cost containment initiatives.
Please turn to slide 6.
We are focusing on improving our operating fundamentals which will provide the foundation to grow our business in the years ahead. We continue to execute on
our transformation initiatives. A few of these initiatives include growth in targeted markets and product lines, such as our IBC business and CorrChoice sheet
feeder network, discrete margin management actions and cost reduction initiatives that will lower our overall operating cost structure. We look forward to
reviewing our transformation progress at our upcoming Investor Day on June 24. I hope you can attend.
2

Please turn to slide 7.
Our Rigid Industrial Packaging segment operating profit before special items improved by $14 million dollars versus the prior year. This was driven by stable to
strong performance around the world. In North America, gross margins improved despite sluggish industrial demand especially in the US gulf region related to
weakness in the energy sector. In Latin America we continue to face foreign exchange headwinds but benefitted from higher plastic drum volume tied to strong
juice and pulp demand as well as seasonal honey sales.
Please turn to slide 8.
EMEA delivered good results led by strong demand in our steel drum and IBC businesses. We continue to address underperforming assets through network
consolidation. Asia Pacific earned a record quarterly operating profit as they continue to execute on their growth strategy in IBC’s and plastic drums and benefited
from improved gross margin and disciplined cost control.
Please turn to slide 9.
In Paper Packaging results were challenged by lower container board prices, but overall we are pleased with the performance of our network. The modernization of
our Riverville Mill semi-chem medium machine is delivering benefits including higher productivity rates, lower energy cost and improved quality performance.
CorrChoice is benefiting from our network expansion in the Southeast. The newly installed Asitrade in Michigan will enable continued high growth in our specialty
product portfolio.
3

I am now on slide 10.
Turnaround activities in the flexible products business remains a key focus. FPS earned marginal profits at the end of the quarter as they continue to drive
transformation initiatives. To be clear, while we acknowledge the sequential improvement and good efforts made in this segment, the performance of the business
remains below our expectations. Looking forward we expect FPS performance to improve this year in accordance with our transformation plan.
Please turn to slide 11.
Our Land Management business delivered operating profit in line with expectations. We continue to evaluate non-timber growth opportunities to diversify our
revenue.
I will now turn the balance of the presentation over to our chief financial officer, Larry Hilsheimer.
Larry Hilsheimer – Chief Financial Officer
Thank you, Pete.
Please turn to slide 12.
We are very pleased to report significant year over year improvement in first quarter results. The effort our teams have put forth is reflected in the over 33%
improvement in class A earnings per share before special items. We are also pleased, but not yet satisfied with our year over year improvement of over 40 million
in free cash flow for the first quarter. These results fuel our team’s momentum as we move forward executing our transformation plans.
Please turn to slide 13.
Looking to the remainder of our year this slide addresses what most, if not all of you already know; that there are many economic headwinds we face as we lean
into the remainder of our year. The industrial economy of the world is simply not robust, anywhere. However, we are working diligently to take advantage of every
opportunity to drive the best possible performance in the businesses we are in.
4

Please turn to slide 14.
As a result of our first quarter performance and our confidence that execution of our plans will permit us to overcome the general and paper specific economic
headwinds we are increasing the midpoint of our range by $0.05 per share, resulting in a guidance range for class A earnings per share before special items of $2.10
to $2.40 and increasing the floor of our free cash flow guidance to $125 million. With that, let me turn the call back to Matt.
Matt Eichmann
Thank you, Larry. At this point we have concluded our remarks regarding the first quarter 2016 results.
On Tuesday, March 8, Pete and Larry will gladly take your questions at 10 am ET during a live question and answer session. You are welcome and encouraged to
submit questions in advance to investors@greif.com.
Thank you for listening.
5

Exhibit 99.3
Greif, Inc.
First Quarter 2016 Earnings Results Conference Call
March 8, 2016
CORPORATE PARTICIPANTS
Matt Eichmann Greif, Inc. – VP of IR
Pete Watson Greif, Inc. – President & CEO
Larry Hilsheimer Greif, Inc. – EVP & CFO
CONFERENCE CALL PARTICIPANTS
Chris Manuel Wells Fargo Securities, LLC – Analyst
Justin Bergner Gabelli & Company – Analyst
Mark Wilde BMO Capital Markets – Analyst
Alex Wong BofA Merrill Lynch – Analyst
Adam Josephson KeyBanc Capital Markets – Analyst
Matt Krieger Robert W. Baird & Company – Analyst
Howard Bryerman Penn Capital – Analyst
PRESENTATION
Operator
Good morning. My name is Jessa and I will be your conference operator today. At this time I would like to welcome everyone to the Greif 2016 first-quarter
earnings conference call.
(Operator Instructions)
Mr. Matt Eichmann, Vice President of Investor Relations, you may begin your conference.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Jessa. Good morning, everyone, and welcome to the question-and-answer portion of the Greif’s 2016 first-quarter earnings conference call. Consistent
with Greif’s commitment to enhance transparency, yesterday morning we posted a slide presentation and recorded remarks regarding our 2016 first-quarter results
to our website. This morning, prior to market open, we posted an update to the price, volume and foreign-currency impact to net sales slide, which is found as part
of the appendix and materials we posted. The update reflects changes to the levels of volume and selling price inputs used to determine the overall impact of the
operations in the Paper Packaging and Services segment on Greif’s consolidated net sales.
I’m now on to slide 2. Responding to your written and live questions this morning are Pete Watson, President and Chief Executive Officer, and Larry Hilsheimer,
Executive Vice President and Chief Financial Officer.
Please turn to slide 3. This morning’s question and answer session will contain forward-looking statements. Actual statements, actual results or outcomes may
differ materially from those that may be 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. During this question and answer session, certain nonGAAP financial measures may be discussed, including those that exclude the impact of acquisitions and divestitures, special items such as restructuring charges
and impairment charges and acquisition related costs. There are reconciliation tables included in our earnings release and the presentation posted on
www.greif.com yesterday.
The format for today’s call is to first respond to questions emailed to investors @ www.greif.com regarding our first-quarter results. We will then address live
questions in the same sequence. We appreciate those of you who took time to review our materials and submitted questions in advance. Similar questions have been
combined so we can efficiently address as many topics as possible.
I would now like to turn the call over to Pete Watson, Greif’s President and Chief Executive Officer, for a few opening comments.

Pete Watson – Greif, Inc. – President & CEO
Thank you, Matt. First I’d like to thank all of you who were able to join our first quarter conference call today. Our vision for Greif is clear and simple: in industrial
packaging, be the best performing customer service Company in the world. Delivering exceptional value to our customers is our path to success. We clearly remain
committed to the transformation process that will deliver long-term value to our shareholders.
I’d like to share three key highlights from our first quarter. They include; Class A earnings per share before special items up 33% compared to the prior year;
improved operational performance expanded our gross profit margin by 250 basis points compared to Q1 2015; and we continued to demonstrate greater fiscal
discipline, resulting in lower operating cost structure and improvement in our cash flow. While I’m pleased with the progress being made by our team, I’m quick to
acknowledge that significant opportunities remain in each of our strategic business segments.
With that, I will turn it back to you, Matt, for questions.
Matt Eichmann – Greif, Inc. – VP of IR
Thanks, Pete. This first question comes from Adam Josephson at KeyBanc and Ghansham Panjabi at RW Baird. And, Pete, this question is for you.
How much did lower input cost contribute to your 250 basis points of gross margin expansion? Can you provide a breakdown of how much the improvement
stemmed from lower input costs, pricing and restructuring improvements? And finally, can these margins be maintained?
Pete Watson – Greif, Inc. – President & CEO
Thank you, Adam and Ghansham, for the question. As you know, there’s been extensive focus in all of our businesses in our portfolios on improving our gross
margins. So we are pleased with the continued improvement trend. So to answer the second part of the question first, I will say, yes, we believe these levels can be
maintained and improved.
Let me answer the first part of the question. Due to the fact that we operate in an environment where we have over 240 operations in 50 countries, we are in
different markets and currencies and we have a really wide product of offerings. Providing a specific breakdown of the impact in each category Company-wide
prevents — provides challenges, so we will not specifically break out the amount of benefits in each area of improvement. But it will emphasize the four key levers
that we are focused on to improve our gross margin.
First, we have a strong emphasis on our margin management and product mix management in every single market we serve. And I’ll reiterate, our focus is on
driving value over volume. Secondly, we do have sourcing and supply chain initiatives that reduce total cost of ownership, and that includes both raw material
sourcing and transportation cost reductions. Third, we do improve and are focused on improving our plant operating efficiencies. And finally, fixing or eliminating
underperforming operations through network consolidation are continued emphasis. Our team is making progress on this. But, again, we have much more to do.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Pete. This next question comes from Chris Manuel with Wells Fargo. Larry, this question is for you.
Can you provide an update on your current progress with divestitures?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you, Chris. Since 2014 we have now closed 12 and divested 17 plants or businesses in our portfolio. That does not include the business operations that were
held for sale at the end of this quarter. We will continue to explore footprint consolidation and assessing our portfolio to dispose of non-core and underperforming
assets going forward, but the majority of the actions are behind us.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you. Mark Willoughby of Bank of Montreal and Ghansham Panjabi of RW Baird asked a similar question. And, Larry, maybe you can touch on this.
Can you provide any updates to your cost savings targets, particularly in terms of progress thus far versus long-term goals?

Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thanks for the question, Mark and Ghansham. We remain committed to the run rate targets we presented last June and plan to provide a comprehensive review at
our upcoming investor day in June. However, we included a table on slide 6 of our presentation reflecting the trailing 12 month performance against our
transformation metrics. We are very pleased with the progress we’re making and we continue to progress with our transformation journey. And our run rate targets
coming out of 2017 are the same as those outlined last year, subject to the impact of changes in the underlying assumptions that were outlined in that presentation.
Matt Eichmann – Greif, Inc. – VP of IR
Larry, sticking with you please, this next question came from Chris Manuel at Wells Fargo.
What restructuring levers are still left to pull on the individual segments?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thanks again, Chris. We’re in the middle of the divestiture of the two assets held for sale in RIPS North America for which we recorded a first quarter impairment
as required by GAAP. We expect that sale to close in Q2 of 2016. Those and other focused efforts on continuing to find discrete SG&A opportunities, we will
continue our focus in North America at RIPS. RIPS EMEA and recently announced several small restructuring activities as they continue to focus on the
underperforming assets as well as consolidation opportunities in their footprint. While the FPS performance has improved, it does remain below our expectations.
We continue to review options to further improve the segment. And we have additional work to do to improve Turkey’s productivity in particular. We also continue
on a continuous basis to examine ways to enhance the operating efficiency of our organizational structure and anticipate further cost savings opportunities from that
review.
Matt Eichmann – Greif, Inc. – VP of IR
Pete, this next question is for you and comes from Mark Willoughby at the Bank of Montreal.
Can you provide an update on the market conditions you’re seeing in Paper Packaging? What is your outlook for Paper Packaging’s operating profit and pricing?
Pete Watson – Greif, Inc. – President & CEO
Thank you, Mark, for the question. Before I reflect on how that impacts our business, let me first start with a brief overview of what has been published out in the
industry to provide context to our business.
Recently corrugated box shipments have shown weaker demand. At negative 3.4%, containerboard mill operating rates and inventory levels are higher. And as we
all know, there’s been a recent decline in the published containerboard pricing, which is much more severe in regard to medium than liner. In the context of our
business, our corrugated shipments in the first quarter and our sheet feeder operation compared to prior years are up over 12%. And this is due to the addition of a
second corrugator in our southeastern operation in North Carolina. And we’ve also shown continued growth in our specialty product portfolio. Our mill operating
rates are consistent with the industry statistics and it is aided by our internal demand growth.
In regard to pricing, our containerboard pricing is consistent with published index prices. And just for context, the product mix in our mills is 75% medium and
25% liner. And as you know, medium has seen higher price deterioration than liner. And corrugated pricing, as we see it, is much less volatile than containerboard.
And as you know, over 90% of our shipments in corrugated come from our corrugated sheet feeders.
So regarding the outlook for our business for the balance of the year, due to the reported market conditions, we see a $15 million headwind to our operating profit.
And this is included in our full-year guidance. If I may, I would like to make a few more overall comments. As we all know this has always been a cyclical
business. With the challenges today, there is much less volatility than in past history and similar market conditions. So long-term, our view is this is an excellent
business. It is very important and part of Greif’s portfolio.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Pete. Larry, the next several questions have to do with SG&A. So I will stick with you. This question comes from George Staphos at Bank of America,
Merrill Lynch.
He asks, Greif previously guided to SG&A savings for fiscal 2016 to be $26 million to $30 million less than 2015. With $19 million realized in Q1, should we
expect the savings to moderate as we progress through fiscal 2016?

Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you for your question, George. Yes, as you recalled accurately, we did indicate in the fourth quarter call $26 million to $30 million of savings. Also, just to
remind everyone that we indicated $21 million to $23 million of that was from currency benefits. $10 million to $14 million were discrete items of further expense
reduction that would be offset by wage and benefit increases of $5 million to $7 million. At that time, we indicated we would not take our focus off of identifying
other opportunities. Those activities have led to some success so that we now expect our SG&A savings to range between $30 million to $35 million less than the
2015 actuals. Again, that will include the currency benefit and the offsets I previously mentioned.
Note that quarter over prior year quarter comparison becomes more challenging as the year evolves because of the actions that we took last year. We will continue,
though, to search for other discrete opportunities to reduce cost further. We just have not incorporated any unidentified opportunities yet into our guidance.
Matt Eichmann – Greif, Inc. – VP of IR
Following on about SG&A, Larry, Adam Josephson at KeyBanc asked, how much lower do you think your quarterly SG&A expense can go from the current $93
million? And are these SG&A cuts having an adverse impact on the business?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you for the question, Adam. We have made significant cuts but we really have done them carefully, trying to be fair and sensitive to our colleagues but
making certain that we drive value for our shareholders. We have been able to reorganize things in a manner to remove inefficiencies and eliminate redundant or
duplicative operations, do things like cut back on travel and entertainment, professional costs and putting in controls to manage those things so that we don’t
backtrack and lose that benefit going forward.
In combination with our footprint consolidation, we’ve also been able to do so with no fear of damage to our business. We do believe there are further opportunities
but we will continue to do it very methodically and in a fashion that will be sustainable. We expect further reductions will be targeted and in pockets but not across
the board. And we will continue to treat our colleagues with respect. But we still do have a way to go to get to the commitment levels that we made last June and
we intend to do so.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you. George Staphos from Bank of America Merrill Lynch asks, with regards to the free cash flow guidance, are there any factors we should be mindful of,
given you increased the bottom end of the range but maintain the top end? Also, what are your expectations for working capital?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you, George. Our outlook for the macroeconomic environment precluded us from increasing the top end of our free cash flow range. We elected only to
tighten the range as a result of the gross margin improvement and better-than-expected SG&A reductions, which are obviously offsetting the weaknesses seen in
the Paper Packaging and Services segment.
As to working capital, on the Q4 call we mentioned that our operating working capital management would result in a $4 million positive to $18 million negative
impact to free cash flow. We continue to stay with that range, although we work to scrutinize our opportunities with the ultimate goal of enhancing our operating
working capital performance this year and in future years?
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Larry. This next question came from several investors.
Are you confident in maintaining your dividend policy?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes we are. We don’t have a concern about maintaining the policy, particularly given the path of transformation driven improvement we are on. We do understand
the reason interested parties continue to raise the concerns, but let me try to mitigate the concerns. Free cash flow is certainly something we watch, as do many of
those

interested parties. Looking at dividends paid relative to cash flow is a natural comparison and free cash flow is a good metric, but it is actually just one measure in a
more complicated matrix involving acquisitions, dispositions, capital structure, et cetera. We believe that one way to look at it more comprehensively is to look at
our level of indebtedness in conjunction with free cash flow and dividends.
You might recall that during fiscal year 2011, we increased our net debt from approximately $860 million to over $1.2 billion due to heavy Cap Ex and acquisitions
that year. From that point until the end of the first quarter of 2016, we have had free cash flow of roughly $560 million. We paid dividends of $418 million and
reduced our debt to nearly $1.1 billion, while spending every single dollar of Cap Ex that we deemed appropriate, averaging over $140 million per year in a period
during which we had no desire to make significant acquisitions. I would also point out that those figures that I just covered included the just-completed first quarter
when we had a cash use of $56 million in addition to paying dividends of $25 million.
Furthermore, our free cash flow guidance this year is $125 million to $150 million after, again, all the capital that we look and desire to spend. And we expect to
pay dividends of roughly $99 million. We are in the midst of driving substantial improvements in operation and free cash flow so that we can re-earn the right to
grow inorganically if we choose to do so in the future. Finally, I would just add that the board has the utmost confidence in our business and recently declared a
dividend following our most recent board meeting.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Larry. Pete, these next two questions I think will come over to you. The first one comes from George Staphos at Bank of America, Merrill Lynch.
He asks can you update us on the new steel drum plant in Saudi Arabia and what impact you expect from a sales in [EBITDA] standpoint and FY16?
Pete Watson – Greif, Inc. – President & CEO
Thank you, George, for the question. The new steel drum plant is in Jubail, Saudi Arabia and it will be operational late May or early June. The volume in this
operation from our primary customers is expected to ramp up gradually during the balance of our fiscal year, which, as you know, ends in October. Due to the
graduated volume trend, the expected impact to our revenue and profits are not expected to be material this year. And that input is part of our forward guidance.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Pete. This next question came from Ghansham Panjabi and RW Baird.
Can you quantify any benefit from raw material cost during the quarter? And what’s your outlook for the remainder of fiscal 2016?
Pete Watson – Greif, Inc. – President & CEO
Thank you, Ghansham. Again, similar to my earlier answer on gross margins, due to the complexity of operating over 240 plant operations in 50 countries around
the world, we will not specifically quantify the impact from raw material costs during the quarter or any quarter, to be frank. But I will provide a little bit of insight.
So on a resin-based products in the Rigid Industrial Packaging business, which is our plastic drums and IBCs, which represents less than 20% of our total revenue
in that business segment, lower resin prices did contribute to lower material costs and was one part of the reason for gross margin improvement in the segment. But
other benefits were just as important, which included margin management activities, product redesign, favorable mix as well as productivity efficiency in all of our
operations. And, Ghansham, looking forward, we do not expect to see any material benefits related to raw material cost movements.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Pete. Larry this question is for you and comes from multiple investors and analysts.
What drove your thinking around improving guidance? What assumptions, particularly FX, are included? How much lower do you think your quarterly SG&A
expense can go?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you for the question. The improved guidance due to the following, somewhat repeating a few things said earlier, but we expect better than anticipated SG&A
savings now in the range of $30 million to $35 million less than last year, noting, again, the comparisons going forward on a quarter over prior-year quarter become
more difficult due to actions taken in the later quarters last year. Most of those major SG&A reductions were made and, like I said, we will continue to look for
small pockets of opportunity. We also anticipate continued and further benefit from our focus on improving gross profit margin with the levers that Pete mentioned
earlier as

well as the continued focus on improving underperforming operations. However, we anticipate that those will be primarily offset by the $15 million headwind at an
operating profit level that Pete mentioned from our Paper Packaging and Services business as well as just general sluggish industrial economy is impeding growth.
Finally, we are very confident, based on the performance that we’ve seen out of our business leaders and their teams in the challenges that we put in front of them,
and that led us to feel confident to raise the level of guidance.
As to FX, I will just walk through that when we bridged this in the fourth quarter call, we started with last year’s earnings of $2.18 per adjusted share. We backed
out the $0.08 of earnings that we had from Venezuela last year. We then indicated that we expected FX impact of negative $0.12 to negative $0.08. We are
probably at the higher end of that right now — maybe even a tick above an $8 million to $12 million impact. So $0.08 to $0.13 — maybe $8 million to $13 million
kind of number now. We talked about the fact we had favorable tax impacts last year to discrete tax planning opportunities that would not repeat, which was a $12
million to $16 million — $0.12 to $0.16 negative impact. But then we expected an increase related to improved operational performance net of tax and
noncontrolling interest that was $0.19 to $0.49. So we would be raising that to $0.24 to $0.54, which would then take us to $2.10 to $2.40 per share.
On the FX matter, the complex nature of our supply chain makes it difficult to really get great value out of specific predictions on currency rates in specific
countries. What we have tried to do is provide that guidance on an earnings per share basis as well as just indicate that if you applied the index factor that we
provided on the basket of our revenue worldwide, we saw the FX impact in our original projections at about 6% of our revenue that we planned for 2016. Bump
that up to about 6.5% based primarily on the continued deterioration of the Ruble. A little bit better full-year expectation on the Euro just because the first quarter
was a little better than we anticipated. But we expect that it will continue to fall relative to the dollar for the remainder of the year. And then the Brazilian Real is
also contributing to that bump up from 6% to 6.5% for that index to be applied against our overall revenue.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Larry. This next question comes from Adam Josephson from KeyBanc. And maybe you could touch on this as well too.
What was your leverage ratio at quarter-end? And is that on total debt or net debt basis? And what is your path to deleveraging the balance sheet?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you, Adam. Our leverage ratio utilizing net debt and trailing 12 month EBITDA before special items was 2.8 times. That includes Q1, which is usually our
worst quarter for leverage due to the business seasonality. Our total debt is well below the peaks that we saw in 2012 and 2013 and has declined about $30,000
year-over-year. We expect that to decrease further by year-end, which will improve our ratio further. And, obviously, our EBITDA will continue to increase in
coming years due to transformation activities. And so we are confident of our ratio getting down into our targeted range of 2 to 2.5 times.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Larry. Pete, this next question is for you. It also comes from Adam Josephson who writes, what do you value your timberlands at on a per-acre basis
and what are the recent comparable transaction prices?
Pete Watson – Greif, Inc. – President & CEO
Yes, thank you, Adam, for the question. So if I could, I’d answer the second part of that question first. So we think the Plum Creek transaction that was announced
in September around pension funds in Washington, Alaska and Oregon offers the best comparable, primarily because the footprint of those properties was very
similar to ours. And the published values of that deal was $2,150 per acre. So we would expect our values to be comparable to that Plum Creek transaction.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Pete. Larry, this question next question is for you from George Staphos at Bank of America, Merrill Lynch.
What does Greif consider to be normalized margins for the RIPS and Flexible segments?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
George, thank you for the question. As background, I would direct you to the transformation targets we provided for each strategic business unit as presented in the
June of 2015 earnings call. As you will recall, we set out broad corporate-wide metrics of 20% gross profit, 10% or less SG&A, and 10% or more operating profit
on a run rate basis coming out of 2017. At that time, we emphasized that the most important was, of course, the bottom line. We also indicated we would try to do
better than those commitments and we remain firm in those commitments subject to the underlying assumptions then provided.

That said, we reflected gross profit margins in the 19% to 20% range for each of RIPS and Flexibles with slightly higher gross profit margin in Paper Packaging
and Services and Land Management, which netted to the 20% level overall. We feel very good about the progress we’re making on margin and remain committed
to driving further improvement while working diligently to protect the gains we have made to date. We do realize things can vary from quarter-to-quarter. Rapid
raw material price swings can impact margins from time to time. But over time, we believe that these objectives are fair and appropriate normalized margin
objectives.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Larry. And, Larry, one more question from Adam Josephson at KeyBanc.
For how much longer do expect to have significant impairment charges? You’ve had a substantial amount over the past few years and how long will they continue?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you, Adam. Obviously we look forward to not having impairment charges. The impairment that we took this quarter was the result of two non-core assets
that were held for sale at the end of the quarter. The vast majority of the impairment came from goodwill allocations. This obviously was what drove us to a GAAP
loss result for the quarter. Looking forward, we expect these high levels — higher levels of impairments and restructuring that we’ve had for the last couple of
years to tail off as we get closer to the end of our transformation journey.
Matt Eichmann – Greif, Inc. – VP of IR
Great. Thank you, Larry. Thank you, Pete.
Jessa, at this time we are going to move over to live questions. So I will turn the call back over to you, please.
QUESTION AND ANSWER
Operator
(Operator Instructions)
Chris Manuel, Wells Fargo Securities.
Chris Manuel – Wells Fargo Securities, LLC – Analyst
Good morning, gentlemen. Thank you for taking our questions. Just a couple around some of the different regions and volumes in particular. As I look through —
and I do appreciate — I guess you updated the deck this morning. It looks like the only changes down in the paper segment, perhaps. But — and we can touch on
that in a moment. But when you look through the business trajectory — North America down 10%, Latin America up 2%, EMEA up 6%, APAC down 5%, et
cetera — what — those are quite a bit different than perhaps what we would look at if we were to see just the industrial production. Can you maybe give us some
color or flavor with respect to what’s happening in those regions? Why in EMEA are you so strongly outperforming? Is there something to do with mix or
geography or product or what have you there? And why in North America you are underperforming? Is it related to certain regions, certain products, et cetera?
Pete Watson – Greif, Inc. – President & CEO
Chris, this is Pete. I will take that. And I’ll — if you don’t mind — I will start with a little broader context, specifically around Rigid Industrial Packaging and then
I will make some comments on each of the regions.
So our sales — and then specifically about Rigid Industrial Packaging. Our sales variance is around 16%. The main part of that is FX on the balance, although there
is certain components of volume and the price that make that up. And I do want to comment that our strategy is based on value and not volume. And that really has
a lot of emphasis when I talk and make comments on North America. We have a huge emphasis on customer service, margin management and active product mix
management. Our gross strategy at IBC continues to progress very, very strongly — specifically in EMEA and APAC. One other comment around the markets in
the regions. We expect to see steel raw material pricing to increase as we move forward in 2016. And it is really the result of some of the tariff and duties being
placed on exports in the US and EMEA. I think that industry is doing a much better job of managing supply versus demand. And just recently in the last few days
in China, there has been a much greater appetite to take economic downtime and close high-cost assets, which is a really new trend in that part of the world. And
then we also see iron ore prices rising very fast.

So with that context, let me walk through the regions for you, Chris. In EMEA, as you referenced, we had solid results for the quarter. The volumes were much
stronger in steel drums. It’s all led by Western Europe and parts of Eastern Europe, predominantly Russia. I think part of the currency situation where our
customers are more competitive on a global scale out of Europe than some other parts of the country and the demand is much stronger in Europe, Western and
Eastern Europe, on the petroleum and lubricant segments. Another big factor in our volumes in EMEA has to do with double-digit growth in our IBCs. And that is
led by strong performance in Germany and Russia for the quarter and the end-use segments that drove that strength have to do with commodity chemicals and food.
If you move down to APAC where our volumes were lower in large steel drums, our strength in IBCs was very, very impressive — over 30% in IBCs. The lower
steel drum volume in APAC is more representative of what is happening to the overall industrial demand in that region, mainly China and Singapore. And the
demand segments that have led that drop are chemicals and lubricants. And we believe our volume is proportionate to that demand loss in that region. I will say that
our APAC had record results in the quarter. So, again, we are not chasing volume. We are really putting a huge emphasis on value, serving our customers,
managing our margins and actively managing our product mix to the benefits of results.
When you go to North America, I will tell you I’m very, very pleased with the continued positive improvement of their business performance and of the lower
volume in large steel drum. That is greater than the market demand, certainly. But I just want to make a reminder to everybody, throughout 2015 we did reduce on
a conscious basis our steel drum capacity by over 20%. And part of that reduction was that we would focus on margin management activities and up sell our
product mix to improve our business performance. We’ve also spent a good amount of time improving underperforming operations. But I will tell you in our Gulf
Coast operations, we continue to see really weak demand from our chemical sector. Our fiber drum volume is flat and that’s in spite of our largest customer still
having extended shutdown. So we are actually quite pleased with the progress for our fiber drum trajectory in a market environment that is sluggish at best.
And, finally, in Latin America, despite Brazil’s industrial economy problems, our performance is quite improved and we are pleased with what they’ve done. Our
large steel volume is down based on that challenging industrial economy, predominantly out of Brazil, because that is a high proportion of our volume in Latin
America. But I will say our plastic drum business is growing relative to some of the food and produce markets in our Latin American countries.
Overall, I am very pleased with the improvement of the business and the opportunities and we are creating greater value for the RIPS business. On the PPS
segment, or the Paper Packaging segment, I think on my comments earlier we saw a good growth in our corrugated sheet feeding operation. Again, that is
significantly higher than market demand and that’s predominantly around our new sheet feeder in North Carolina. And we’re seeing really good growth in our
specialty product portfolio. Our mill volume was fairly consistent with industry statistics at this point.
And with that, if you have any other questions I would be happy to answer them, Chris?
Chris Manuel – Wells Fargo Securities, LLC – Analyst
My follow-up is kind of related then to a couple of the other two segments. You started to touch on paper. And it looks like you guys revised some — the numbers
in the deck from yesterday to today. So maybe first part, what was part of the revision? But I would’ve guessed that I think in yesterday’s numbers you had
volumes up closer to 9%. And that probably made sense or seemed to make more sense given you said you were adding I think it was 8% or so capacity through the
mill footprint and then corrugator. So I would’ve guessed you would’ve had upper single digit opportunity. So now it looks like it is revised down to 4% and then
priced 4%.
So two parts here. What does that look like the rest of the year? Or does that suggest then that you are not running those mills all the way to full capacity there? So
that’s kind of the question around the paper piece. And in the Flexibles piece, down 12.5%, how much longer should we continue to see a significant attrition there
before it kind of bottoms out?
Pete Watson – Greif, Inc. – President & CEO
That’s great. What I will do is have Larry comment on the changes to the attachment this morning and then I will make comments — further outlook Paper
Packaging and Flexible products.
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes, Chris. As we were going through things, we had had a question previously that we dug further into and recognized that an internal sale of tons from our mills
to our plants — so an inner-Company sale of 15,000 tons had been included in the volume factor. So that obviously should not have been reflected in that volume
segment. So we revised the figures.

Pete Watson – Greif, Inc. – President & CEO
So looking forward in the Paper Packaging segment, our expectation is to run to demand. So we are not going to run volume for volume’s sake. I see going forward
in both segments to be similar to what we saw in the first quarter. I think there’s always going to be soft spots in given months. But I think, overall, I think the trend
we saw in our first quarter will be similar to what we should expect going forward in our plan. In the Flexible Products segment, the largest drop in that volume is
relating to North America. We’ve actually been, to be quite honest, underperforming that segment. Some parts of our Central Europe 4-loop business are down
because of some margin management activities we’re doing. But I will tell you, in Asia-Pacific, in our 1-loop business in Central and Eastern Europe, those
volumes are positive. We still have a lot of work to do in the FPS segment, specifically around North America volumes.
Chris Manuel – Wells Fargo Securities, LLC – Analyst
Thank you.
Operator
Justin Bergner, Gabelli.
Justin Bergner – Gabelli & Company – Analyst
Good morning. My first question just relates to raw materials. Given that you need to manage the business and incentivize people in the business, how do you
internally get a grip on changing raw material prices to make sure that operating results, that you are incentivizing business leaders on, are not moved significantly
one-way or another by raw material input cost?
Pete Watson – Greif, Inc. – President & CEO
So, Justin, this is Pete. And thank you for the question. So in regard to incentivizing our people, our incentives are cascaded throughout based on profit. And part of
that profit is Greif profit and part of it is their operating unit profit. And I will broadly answer raw material management to our performing in a business. So that is
one of the inputs — a very large input. I would say a bigger factor is how we manage our margins. And that, again, is decisions we make every day in our choices,
in how we price business, the choices in which products we sell to and how we manage our product portfolio mix, and then it’s a combining of how we manage our
inventories to the raw material trends, and then operating efficiently as possible to expand and maintain or expand our gross margins.
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes. And, Justin, I would just add and Pete can jump in on this. We obviously provide pricing guidance to our sales force they are not to go outside of that guidance
without the approval from the business unit. And business unit’s driven on, as Pete indicated, from an incentive standpoint profitability and RONA. So the
alignment to our overall profitability is pretty direct.
Justin Bergner – Gabelli & Company – Analyst
Okay. Thank you. Maybe I will just ask the question another way. Do you have internal metrics that try and look at the change of profitability internally, excluding
the raw material tailwind or headwind?
Pete Watson – Greif, Inc. – President & CEO
Yes we do.
Justin Bergner – Gabelli & Company – Analyst
Okay. Thank you. My other question relates to the volume that is set to be divested in Rigid Industrial Packaging, is that volume that you anticipated divesting if
we go back three months? And how large of a headwind might that be to sales or volumes once it’s divested?
Pete Watson – Greif, Inc. – President & CEO
When you talk about divestment, are you talking about — that’s different than when we close and consolidate our steel drum network in North America. Is that
correct?

Justin Bergner – Gabelli & Company – Analyst
Yes. I’m talking about the asset that is impaired in the first quarter pending a sale of that asset.
Larry Hilsheimer – Greif, Inc.– EVP & CFO
And your question is, have we accounted for that in our earnings guidance?
Justin Bergner – Gabelli & Company – Analyst
No. My question was is that a new divestment or is that something that anticipated three months ago? And can you give us any sort of perspective on how large a
percentage that will comprise of your sales or volumes in the RIPS segment?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes. It is something that, in the figures that we provide on this chart, is not included because of the volume in that business, it distorts the drum figures, Justin. But
we knew that we were going down a path of disposing of these units. We did not know exactly when we would enter into a sales transaction — a pending sales
transaction, but that is now contemplated in the guidance for the remainder of the year.
Justin Bergner – Gabelli & Company – Analyst
Okay. So just to clarify, the percentage volume change figures do not include the business to be sold. But I guess should I wait and sort of see how it affects the
sales figures once it is sold? Or is there any color you can provide now on the size of that business to be sold?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes. We probably should not do that, Justin. We are under an NDA. And I think if I covered it, it would sort of disclose what it is.
Justin Bergner – Gabelli & Company – Analyst
Totally fair. Thank you.
Operator
(Operator Instructions)
Mark Wilde, BMO Capital Markets.
Mark Wilde – BMO Capital Markets – Analyst
I wondered, Pete, is it possible to get any updated thoughts on just a portfolio around the Company? Recently you have been suggesting an openness to kind of
looking at the whole portfolio of the Company?
Pete Watson – Greif, Inc. – President & CEO
That’s a fair question. I appreciate you asking. So my view is I really have an open lens on our portfolio and our biggest motivation is to provide shareholder value.
And that is long-term shareholder value. So in any of our businesses broadly with the poor portfolio and more specifically, in each of the business segments there
are portfolios inside of that. Our task is to improve the performance of the business and have very specific plans that have milestones with dates on what
specifically has to be done to improve each business. And if we fall short of that business, we have remediation plans. Or at that point, we might make decisions to
fix, continue to fix or sell or close assets. So I think that is a general viewpoint — the way we look at all of our assets. And, again, my view is that if it does not
bring long-term shareholder value to our investors, then it is a business or portfolio that does not make sense for Greif and we will take action.

Mark Wilde – BMO Capital Markets – Analyst
Yes. Okay. I guess just as kind of a follow-on, you actually gave some numbers this morning on sort of estimated value of the land. You said $2,150 an acre from
the Plum Creek transaction in September is a pretty good marker. That would put the value of your land at something just north of $500 million. If we go back and
look at EBITDA in that segment over the last several years, it’s been about $10 million to $20 million. And I think that is included some land sales. So on that
basis, you are suggesting that the land is sort of 25 to 50 times EBITDA and your stock is trading at about 6 to 6.5 times. So even assuming some tax leakage, why
would you hold on to land, why would you not sell it and reallocate that capital when there is such an enormous disparity between what the land is worth and where
your equity trades?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Mark, it’s Larry. Thanks for the question. We have examined that from time to time, looking at alternative structures to hold the land, dispose of land, those kind of
things. The tax basis is extremely low and so the tax leakage you mention is not insignificant. And to date, we have not had the specific need to access that capital
to — for other uses for our shareholders. And it didn’t seem that taking it down to — with that big tax hit to pay very low interest debt didn’t make a lot of sense.
Mark Wilde – BMO Capital Markets – Analyst
Yes, it’s just striking, Larry. Even if you assume a big tax bite, and I think that on a lot of these timber sales people use tax-deferred note structures. But even if you
assumed an enormous — like 30% or 40% leakage — you’re still probably selling it kind of 25 times versus a stock that’s trades at a quarter of that multiple.
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes. And it goes back to our need for capital, again, Mark. But we keep exploring those things. We look at them periodically and try to make the judgment of what
is best for our shareholders. We have a lot of shareholder investors and our lenders who very much like the fact that we have it on our balance sheet.
Mark Wilde – BMO Capital Markets – Analyst
Okay. And then just one more follow-up on portfolio. Pete, you made some comments when you were talking about the paper business that made it sound like you
had decided that that was going to remain a portion of the portfolio. Did I hear that correctly?
Pete Watson – Greif, Inc. – President & CEO
Yes, sir.
Mark Wilde – BMO Capital Markets – Analyst
Okay. All right. Thanks, Pete. I will turn it over.
Pete Watson – Greif, Inc. – President & CEO
Yes, sir. Thank you.
Operator
George Staphos, Bank of America Merrill Lynch.
Alex Wong – BofA Merrill Lynch – Analyst
It’s actually Alex Wong sitting in for George. Thanks for all the details. Just wanted to follow-up on an earlier question on Flexibles. You mentioned volumes in
North America have been a bit challenging and underperforming. Can you flush that out in terms of what the variances is and if there are any path to improving
that? I believe you’re still continuing to take some pricing initiatives to rationalize lower margin products in this segment — if you could update us on that as well.

Pete Watson – Greif, Inc. – President & CEO
No. That’s fair, Alex. So in regard to North America, that’s not — that volume is a combination of margin management and product mix. But it is also an issue of
we are just underperforming commercially in that region, just to be quite frank with you. The balance of the FPS volume to margin are conscious efforts to up sell
our product mix and to achieve margins that we believe are representative of the value we can bring to our customers and markets. I hope that answers your
question, Alex.
Alex Wong – BofA Merrill Lynch – Analyst
Thank you. And just as a follow-up, sticking with Flexibles I believe in the webcast comments you mentioned that the segment was at a break even run rate exiting
the quarter, I think, which is consistent with your expectations. But can you discuss — maybe quantify for us what the short-term mile marker is we should be
watching for? You also mentioned improving operations in Turkey as maybe a component of that. But if you can provide any specifics there it would be helpful.
Pete Watson – Greif, Inc. – President & CEO
Thank you. And so as we said, and we mentioned this in our fourth quarter call, that was our intent to come out of Q1 at break-even levels. We did that but we’re
still not satisfied where the business stands. As you reference, in any portfolio player transformation, we have milestones where we evaluate the performance of the
business. And our goal is to deliver higher value to both Greif and our JV partner. But to highlight some of the key elements on the turnaround is driving higher
gross margins through some of the comments I made earlier about higher selling prices, up selling our product mix and driving improvements in our operations. We
have seen an improvement on our gross margins sequentially. We still have a lot more work to go on that. A big part of that is some of the operational cost
improvements that are required in our Central European, Eastern European footprint, which includes Turkey. We are making progress but we have a lot more
opportunity that we have to generate and have to complete this year. And then finally, our SG&A costs are doing quite well. They’re much lower sequentially and
that’s a result of some of the network consolidation efforts and cost containment efforts we have done in the past year and will be ongoing.
Alex Wong – BofA Merrill Lynch – Analyst
Thanks for that.
Operator
Adam Josephson, KeyBanc capital markets.
Adam Josephson – KeyBanc Capital Markets – Analyst
Hi. Pete, Larry, Matt, good morning. Thanks for taking my two questions. Pete, first on containerboard — what were your prices down from a year ago on a per ton
basis? And then related to Mark’s question, it sounds like you’re going to keep this business. Why not consider spending or selling it when we are arguably at the
peak of the containerboard cycle, as evidenced by the recent start of these price declines?
Pete Watson – Greif, Inc. – President & CEO
Thanks for the question, Adam. So the first question about our containerboard prices, we do not divulge specific per ton changes. But I will tell you that the
changes are slightly less than published index prices through the first quarter. Second, in regard to our portfolio, we certainly could sell the business and it will
provide short-term gain for shareholders. But we are looking more from a long-term perspective. We think that we perform well in this space. We think we’re
positioned well in this space long-term and our view is that we can provide better shareholder value in the long-term by keeping the business and improving the
business as per our plan.
Adam Josephson – KeyBanc Capital Markets – Analyst
Okay. Thanks, Pete. And just one — just on the — I think some of the issues that Justin asked about earlier. You mentioned you could not disclose the raw material
benefit in the quarter. You could not disclose your precise FX assumptions or the — you couldn’t say precisely what rates you are using. If the business is
sufficiently complicated that you cannot disclose these things, at what point do you expect the Company to be simple enough such that you can disclose these items
in the future? Most Company’s we cover are able to disclose their raw material benefits or drags in a given quarter.

Larry Hilsheimer – Greif, Inc. – EVP & CFO
Adam, obviously, the variety of businesses that we are in, combined with the geographic footprint and the different products and raw materials that are used, we
just don’t think it is of value to run through a list of items. I understand you would find it valuable but we just don’t. On FX we’re trying to provide as much
guidance as we think would be helpful in clarifying by providing the impact directly to the guidance that we provide in earnings per share and then trying to
provide something that allows you to understand at least the impact of the top line. But we would be happy to explore with you further. And I know you have talked
to Matt some about things that we might be able to do to add more clarity on that.
Pete Watson – Greif, Inc. – President & CEO
And if I could just add more comment on that. We can — we understand what our inputs are on raw materials by discrete business. But, again, when you bring it to
a higher level with the broad portfolio, with the complexities of working in different countries, and the FX to bring it to a high level, that doesn’t necessarily tell us
a great story and we just choose not to disclose that. Whether that is right or wrong, that is our current position.
Adam Josephson – KeyBanc Capital Markets – Analyst
Sure. Just a comment that if your gross margins were up 250 bps, right? And it’s just hard for us to know how much of that was underlying operational
improvements versus raw material benefits, which is why you got asked the question in several different ways. It’s hard for us to assess your performance without
knowing that information. That’s all.
Pete Watson – Greif, Inc. – President & CEO
Yes, no I understand that. And I can appreciate it. The one thing I will mention — and I think I made in the first question — that we believe these margins are very
sustainable. And we believe we can improve the margins based on all of the four key levers that we are operating in to drive value through gross margins and it has
to do with margin management and up selling product mix, has to do with our sourcing and supply chain initiatives to get lower total cost, it has to do with
productivity efficiencies in our operations. And another big element is our footprint consolidation and network consolidation where we are driving a lower overall
operating cost structure across our business. So it is all of those elements and there is probably 15 to 20 levers in each of those four categories that drives value. So
we are working very diligently. We have very specific plans in each of those four categories and what we are doing to improve gross margins. And, again, I feel
and the business leaders feel very comfortable and confident that those margins on the long-haul can be sustainable and, quite frankly, be improved. But it’s not a
lay up. It’s hard work every single day in the business. But that is the operating discipline we are instilling to make sure we do that.
Larry Hilsheimer – Greif, Inc. – EVP & CFO
But, Adam, we hear you. And we will go back and explore whether we can put together some type of index that we could say, okay here is what we’ve got in our
plastic businesses worldwide, here’s what we’ve got in our steel businesses worldwide. We used to be able to break it down between raw materials and other
margin management activity, so we will take it back.
Adam Josephson – KeyBanc Capital Markets – Analyst
Sure. Thanks, Larry. Thanks, Pete. Best of luck.
Pete Watson – Greif, Inc. – President & CEO
Thank you, Adam.
Operator
Ghansham Panjabi, Robert W. Baird.
Matt Krieger – Robert W. Baird & Company – Analyst
This is actually Matt Krieger sitting in for Ghansham. How are you doing? Can you guys describe the current competitive environment, especially given the lower
raw material costs that you’re seeing across the industry? Have there been any changes recently?

Pete Watson – Greif, Inc. – President & CEO
Would you like to reference Rigid Industrial Packaging or the entire portfolio, Matt?
Matt Krieger – Robert W. Baird & Company – Analyst
Yes, if you could go through by segment I think that would be helpful.
Pete Watson – Greif, Inc. – President & CEO
A general comment — I think when you have deflationary raw material environment, typically that generates more competitive environment from everybody
because the revenues shrink and people inherently get more aggressive to generate higher revenue. That is a general comment in most packaging businesses. I think
the other balance has to do with capacities and structure in each operating environment. For example, in the Rigid Packaging, the competitive balance and
competitive environment — and all four of those regions are slightly different — and that drives competitive pressures. For example, in Brazil, it is highly
competitive because of the economy and industrial demand is lower. And in other regions in our rigid business it is not quite as cutthroat or volatile as some of
those regions.
I think in the Paper Packaging segment I think it is pretty highly publicized and documented that today the containerboard markets, specifically around the open
market segment, which represents approximately 15% of the North American containerboard volume, is quite competitive because of the new competitive entrants
who do not have any integration downstream. So that creates a very highly competitive situation there.
And I think in the Flexible Products business, it’s a highly fragmented business that, depending on structure in each of those discrete markets because it’s more
local and regional than global, it’s a different story in each of those Flexible Product regions and local markets. I hope that answers sufficiently what you need,
Matt.
Matt Krieger – Robert W. Baird & Company – Analyst
No. That’s really helpful. Thank you. And then given substantial declines in plastic resin prices, have you guys seen any customer or industry shift towards plastics
as a preferred substrate? And that is also in the context of the potential increase in steel prices that you guys noted in the back half of the year?
Pete Watson – Greif, Inc. – President & CEO
The one major migration shift on products — and it’s the reason why it’s one of our growth platforms — is products going from steel drums or fiber drums or even
plastic drums to IBCs. You look at the three major growth regions, North America, EMEA and China, or APAC, that has the highest growth rates by far in
industrial packaging. So I think that is the one clear trend that we see is migration to higher growth rates and IBCs. And that’s why we position ourselves to take
advantage of that today and in the future.
Matt Krieger – Robert W. Baird & Company – Analyst
Okay. Thanks. That’s it for me.
Pete Watson – Greif, Inc. – President & CEO
Thank you.
Operator
Your last question comes from Howard Bryerman, Penn Capital.
Howard Bryerman – Penn Capital – Analyst
Can I shift to your capital structure? Just curious to know how can we look at — how should we look at some of this short dated paper. You have your 6 3/4 percent
of 2017 that are coming due in February. And I just want to know how we should look at your thoughts on refinancing, particularly given the way the credit
markets have been a little volatile lately.

Larry Hilsheimer – Greif, Inc. – EVP & CFO
Yes, Howard, thank you for your question. We have been actively engaged with our banking group and exploring those options. Here we had no one raise any
concerns about our ability to refinance. We are exploring various options in terms of how we might structure that replacement. But at this point, we have no
concerns about those maturities.
Howard Bryerman – Penn Capital – Analyst
Just to dive a little bit deeper, would one of those options be, perhaps, accessing the term loan market and receiving maybe a lower cost of capital?
Larry Hilsheimer – Greif, Inc. – EVP & CFO
We are exploring all options, including that one.
Howard Bryerman – Penn Capital – Analyst
Okay. And then just finally, I would just add — there was a question about $500 million of land value. I would suggest, as a creditor of the Company, that it gives
us great comfort that you have that sort of liquidity on the balance sheet and probably bodes well for you when you access the capital markets and affords you a
lower cost of capital. And I would think that that would be of benefit for your equity holders as well.
Larry Hilsheimer – Greif, Inc. – EVP & CFO
Thank you, Howard, for reinforcing the prior comment.
Howard Bryerman – Penn Capital – Analyst
Okay. Thank you for your time.
Operator
I turn the call back over to the presenters for closing remarks.
Matt Eichmann – Greif, Inc. – VP of IR
Thank you, Jessa. That concludes our presentation today. I just want to remind you that we plan to host an investor day on June 24, 2016. Details about the event
are posted on our website and please consider attending. The replay of this question-and-answer session will be available later today on our website at
www.greif.com. We appreciate your interest and participation this morning. Thank you and have a good remainder to your day.
Operator
This concludes today’s conference call. You may now disconnect.

