
 

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

FORM 8-K
 

CURRENT REPORT
 

Pursuant to Section 13 or 15(d) of
The Securities Exchange Act of 1934

 
July 29, 2009

Date of Report (Date of earliest event reported)
 

OWENS-ILLINOIS, INC.
(Exact name of registrant as specified in its charter)

 
Delaware

 

1-9576
 

22-2781933
(State or other jurisdiction

 

(Commission
 

(I.R.S. Employer
of incorporation or organization)

 

File Number)
 

Identification Number)
     

One Michael Owens Way
 

 

Perrysburg, Ohio
 

43551-2999
(Address of principal executive offices)

 

(Zip Code)
 

(567) 336-5000
(Registrant’s telephone number, including area code)

 
 

(Former name or former address, if changed since last report)
 

Check the appropriate box if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
 
o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
 
o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
 
o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
 
o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
 
 

 

 
ITEM 2.02. RESULTS OF OPERATIONS AND FINANCIAL CONDITION
 
On July 29, 2009, Owens-Illinois, Inc. issued a press release announcing its results of operations for the quarter ended June 30, 2009. A copy of the press
release is attached hereto as Exhibit 99.1 and is incorporated herein by reference.  Additional financial information, posted to the Company’s web site, is
attached hereto as Exhibit 99.2.
 
ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS
  
(d) Exhibits.
 
Exhibit

  

No.
 

Description
99.1

 

Press Release dated July 29, 2009
99.2

 

Additional financial information — quarter ended June 30, 2009
 
2

 
SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
 



OWENS-ILLINOIS, INC.
  
  
Date: July 29, 2009 By: /s/ Edward C. White
 

Name: Edward C. White
 

Title: Senior Vice President and Chief Financial Officer
 
3

 
EXHIBIT INDEX

 
Exhibit

  

No.
 

Description
99.1

 

Press Release dated July 29, 2009
99.2

 

Additional financial information — quarter ended June 30, 2009
 
4



Exhibit 99.1
 

 
FOR IMMEDIATE RELEASE
 

O-I REPORTS SECOND QUARTER 2009 RESULTS
 

PERRYSBURG, Ohio (July 29, 2009) — Owens-Illinois, Inc. (NYSE: OI) today reported financial results for the second quarter ending June 30, 2009.
 
Second quarter highlights:
·                  Reported net earnings were $0.88 per share (diluted)
·                  Adjusted net earnings (non-GAAP) were $0.94 per share, down from record earnings of $1.35 per share in the prior year, up from $0.55 per share in first

quarter 2009
·                  Glass shipments were down 12 percent year-over-year, reflecting the ongoing global recession, but up 14 percent over first quarter due to seasonal factors

and abatement of inventory de-stocking trends
·                  Improved price and mix contributed four percent to revenue, which more than offset moderating cost inflation
·                  Temporary production curtailments reduced inventories by more than six percent from prior year
·                  Strong financial flexibility was further improved by the Company’s successful $600 million bond offering
 
Second quarter net sales were $1.8 billion in 2009, down from $2.2 billion in the prior year. Improved price and mix were offset by lower shipments and
unfavorable foreign currency translation effects.
 
Earnings from continuing operations in the second quarter of 2009 were $149.3 million, or $0.88 per share (diluted), compared with $227.5 million, or $1.33
per share (diluted), in the prior year. Exclusive of the items not representative of ongoing operations, second quarter 2009 adjusted net earnings were $159.7
million, or $0.94 per share (diluted), down from adjusted net earnings of $231.7 million, or $1.35 per share (diluted), in the prior year second quarter.
However, adjusted net earnings for the second quarter exceeded first quarter 2009 adjusted earnings of $92.8 million, or $0.55 per share (diluted). A
description of items that management considers not representative of ongoing operations and a reconciliation of the GAAP to non-GAAP earnings and
earnings per share can be found in Note 1 provided below and in charts on the Company’s Web site, www.o-i.com.
 
Commenting on the Company’s second quarter performance, Chairman and Chief Executive Officer Al Stroucken said, “As expected, earnings improved
from the first quarter. While the global recession negatively impacted year-over-year results, seasonally stronger demand and the abatement of inventory de-
stocking trends by our customers boosted shipments compared to last quarter. In addition, monthly sales volume comparisons versus the prior year improved
throughout the quarter. As we focus on optimizing free cash flow, we continued to manage our production to reduce inventories. Improved price and mix,
lower inflation and the benefits from our ongoing strategic footprint alignment initiative also increased our margins.”
 
Operational highlights: Favorable seasonal and market trends
Second quarter 2009 segment operating profit was $291.9 million, down from $390.1 million in the prior year, but up $100.0 million over the first quarter.
Glass container shipments in tonnes declined 12 percent year-over-year, reflecting continued challenging market conditions, while volume in the two largest
regions exited the quarter with a mid-single digit decline. Shipments increased 14 percent on a sequential basis as inventory de-stocking subsided and sales
reflected seasonally stronger demand.
 

 
Unabsorbed fixed costs, primarily due to temporary production curtailments, were $95 million higher than the second quarter of last year compared to a $100
million year-over-year increase in the first quarter.  The Company’s proactive asset management efforts reduced inventory, as measured in tonnes, by more
than six percent on a year-over-year and sequential basis. Improved price and mix of four percent exceeded cost inflation and the net benefit to operating
profit was $81 million over the prior year, compared to a $55 million year-over-year improvement to profit in the first quarter.
 
The company continued to implement its strategic footprint alignment initiative focused on optimizing global assets. O-I has shifted production from higher
cost plants to more efficient facilities, shutting a total of 15 furnaces since the program’s inception in 2007. This includes one furnace that was closed in the
second quarter. As a result of these efforts, the Company reduced fixed costs by $38 million in the second quarter and $71 million year-to-date, compared to
the prior year. Two additional plant closures in Europe were recently announced and should be completed in the second half of 2009.
 
Financial highlights: Improved financial flexibility with $600 million bond offering
Total debt was $3.642 billion at June 30, 2009, compared to $3.326 billion at March 31, 2009. Debt increased primarily due to the net effect of the Company
issuing $600 million of senior notes and using $428 million of proceeds from this transaction to repay other debt. An unfavorable foreign currency translation
of $137 million also increased debt. Compared to the first quarter, cash and cash equivalents increased approximately $315 million, principally due to positive
free cash flow of $134 million, along with the remaining net proceeds from the notes offering. At the end of the second quarter, O-I had approximately $800
million available under its global revolving credit facility that does not mature until June 2012.
 
Commenting on the Company’s recent debt refinancing, Ed White, senior vice president and chief financial officer, said, “We were very pleased by the
market’s reception to our attractively priced bond offering, which provided O-I with additional liquidity. As a result of this transaction, we extended our debt
maturity schedule by using some of the proceeds to repay a substantial portion of our bonds maturing in 2010. Furthermore, we repaid all borrowings under
our global revolving credit facility.”
 
Asbestos-related cash payments during the second quarter of 2009 were $49.4 million, down from $63.4 million during the second quarter of 2008. The
deferred amount payable for previously settled claims was approximately $32.2 million at the end of the second quarter and comparable to the first quarter
2009 level. New lawsuits and claims filed during the first half of 2009 were approximately 30 percent lower than the same period last year. The number of
pending asbestos-related lawsuits and claims was approximately 7,000 as of June 30, 2009, compared with approximately 11,000 at year end 2008.



 
Business outlook
Commenting on the Company’s outlook for the third quarter 2009, Stroucken said, “While market conditions have improved considerably in Europe and
North America, we expect the global recession will continue to impact our business in all regions, especially South America. Third quarter shipments should
be down modestly from the prior year and comparable with the second quarter. We expect additional benefits from our ongoing strategic footprint initiative,
and improved price and mix should continue to offset cost inflation. Overall, we are well positioned to drive improved financial performance and achieve our
strategic priorities as market conditions recover.”
 

 
Note 1:
The table below represents items that management considers not representative of ongoing operations.
 
  

Three months ended June 30
 

  
2009

 
2008

 

$ Millions, except per share amounts
 

Earnings
 

EPS
 

Earnings
 

EPS
 

Earnings from Continuing Operations Attributable to the
Company

 

$ 149.3
 

$ 0.88
 

$ 227.5
 

$ 1.33
 

Items that management considers not representative of ongoing
operations consistent with Segment Operating Profit

         

Charges for restructuring and asset impairment
 

5.2
 

0.03
 

4.2
 

0.02
 

Charges for note repurchase premiums and write-off of finance
fees

 

5.2
 

0.03
     

          
Adjusted Net Earnings

 

$ 159.7
 

$ 0.94
 

$ 231.7
 

$ 1.35
 

 
  

Six months ended June 30
 

  
2009

 
2008

 

$ Millions, except per share amounts
 

Earnings
 

EPS
 

Earnings
 

EPS
 

Earnings from Continuing Operations Attributable to the
Company

 

$ 194.4
 

$ 1.15
 

$ 401.5
 

$ 2.35
 

Items that management considers not representative of ongoing
operations consistent with Segment Operating Profit

         

Charges for restructuring and asset impairment
 

52.9
 

0.31
 

13.9
 

0.08
 

Charges for note repurchase premiums and write-off of finance
fees

 

5.2
 

0.03
     

          
Adjusted Net Earnings

 

$ 252.5
 

$ 1.49
 

$ 415.4
 

$ 2.43
 

 
Company Profile
Millions of times a day, O-I glass containers deliver many of the world’s best-known consumer products to people all around the world. With the leading
position in Europe, North America, Asia Pacific and South America, O-I manufactures consumer-preferred, 100 percent recyclable glass containers that
enable superior taste, purity, visual appeal and value benefits for our customers’ products. Established in 1903, the company employs more than 23,000
people with 80 manufacturing facilities in 22 countries. In 2008, net sales were $7.9 billion. For more information, visit http://www.o-i.com.
 
Regulation G
The information presented above regarding earnings from continuing operations exclusive of items management considers not representative of ongoing
operations does not conform to U.S. generally accepted accounting principles (GAAP).  It should not be construed as an alternative to the reported results
determined in accordance with GAAP.  Management has included this non-GAAP information to assist in understanding the comparability of results of
ongoing operations.  Management uses this non-GAAP information principally for internal reporting, forecasting, budgeting and calculating bonus payments. 
Management believes that the excluded items are not reflective of ongoing operations, so the non-GAAP presentation allows the board of directors,
management, investors and analysts to better understand the Company’s financial performance in relationship to core operating results and the business
outlook.
 
The company routinely posts all important information on its Web site — www.o-i.com.
 

 
Forward Looking Statements
This news release contains “forward-looking” statements within the meaning of Section 21E of the Securities Exchange Act of 1934 and Section 27A of the
Securities Act of 1933.  Forward-looking statements reflect the Company’s current expectations and projections about future events at the time, and thus
involve uncertainty and risk.  It is possible the Company’s future financial performance may differ from expectations due to a variety of factors including, but
not limited to the following:  (1) foreign currency fluctuations relative to the U.S. dollar, (2) changes in capital availability or cost, including interest rate
fluctuations, (3) the general political, economic and competitive conditions in markets and countries where the Company has operations, including disruptions
in capital markets, disruptions in the supply chain, competitive pricing pressures, inflation or deflation, and changes in the tax rates and laws, (4) consumer
preferences for alternative forms of packaging, (5) fluctuation in raw material and labor costs, (6) availability of raw materials, (7) costs and availability of
energy, (8) transportation costs, (9) the ability of the Company to raise selling prices commensurate with energy and other cost increases, (10) consolidation
among competitors and customers, (11) the ability of the Company to integrate operations of acquired businesses and achieve expected synergies, (12)
unanticipated expenditures with respect to environmental, safety and health laws, (13) the performance by customers of their obligations under purchase
agreements, and (14) the timing and occurrence of events which are beyond the control of the Company, including events related to asbestos-related claims. 
It is not possible to foresee or identify all such factors.  Any forward-looking statements in this news release are based on certain assumptions and analyses
made by the Company in light of its experience and perception of historical trends, current conditions, expected future developments, and other factors it
believes are appropriate in the circumstances.  Forward-looking statements are not a guarantee of future performance and actual results or developments may
differ materially from expectations.  While the Company continually reviews trends and uncertainties affecting the Company’s results of operations and
financial condition, the Company does not intend to update any particular forward-looking statements contained in this news release.



 
Conference Call Scheduled for July 30, 2009
O-I CEO Al Stroucken and CFO Ed White will conduct a conference call to discuss the Company’s latest results on Thursday, July 30, 2009, at 8:30 a.m.,
Eastern Time.  A live webcast of the conference call, including presentation materials, will be available on the O-I Web site, www.o-i.com, in the Investor
Relations section under “Events and Presentations.”
 
The conference call also may be accessed by dialing 888-733-1701 (U.S. and Canada) or 706-634-4943 (international) by 8:20 a.m., Eastern Time, on
July 30.  Ask for the O-I conference call.  A replay of the call will be available on the O-I Web site, www.o-i.com, for 30 days following the call.
 
Contacts:

 

O-I, Sasha Sekpeh, 567-336-2355 — Investor Relations
 

 

O-I, Lauren Dubilzig, 567-336-1312 — Corp. Communications
 
Copies of O-I news releases are available on the O-I Web site at http://www.o-i.com or at http://www.prnewswire.com.
 
The Company’s second quarter 10-Q (and all future 10-Q and 10-K forms) will be available in XBRL format on our Web site upon filing with the Securities
and Exchange Commission.
 

# # #
 

 
OWENS-ILLINOIS, INC.

Condensed Consolidated Results of Operations (a)
(Dollars in millions, except per share amounts)

 

  

Three months ended 
June 30,

 

Six months ended 
June 30,

 

  
2009

 
2008

 
2009

 
2008

 

          
Net sales

 

$ 1,807.0
 

$ 2,210.6
 

$ 3,326.0
 

$ 4,171.1
 

Manufacturing, shipping, and delivery expense
 

(1,399.6) (1,685.4) (2,621.8) (3,189.1)
          
Gross profit

 

407.4
 

525.2
 

704.2
 

982.0
 

          
Selling and administrative expense

 

(122.4) (130.8) (240.9) (258.6)
Research, development, and engineering expense

 

(14.1) (17.9) (28.0) (33.9)
Interest expense (b)

 

(57.9) (69.2) (106.0) (133.5)
Interest income

 

6.5
 

10.0
 

15.0
 

18.7
 

Equity earnings
 

14.1
 

12.7
 

27.7
 

23.8
 

Royalties and net technical assistance
 

3.5
 

5.0
 

6.3
 

9.8
 

Other income
 

0.9
 

1.4
 

2.5
 

3.2
 

Other expense (c)
 

(26.0) (15.8) (78.8) (35.8)
          
Earnings from continuing operations before income taxes

 

212.0
 

320.6
 

302.0
 

575.7
 

          
Provision for income taxes

 

(49.5) (75.9) (80.7) (140.8)
          
Earnings from continuing operations

 

162.5
 

244.7
 

221.3
 

434.9
 

          
Gain on sale of discontinued operations

   

3.8
   

7.9
 

          
Net earnings

 

162.5
 

248.5
 

221.3
 

442.8
 

          
Net earnings attributable to noncontrolling interests

 

(13.2) (17.2) (26.9) (33.4)
          
Net earnings attributable to the Company

 

$ 149.3
 

$ 231.3
 

$ 194.4
 

$ 409.4
 

          
Amounts attributable to the Company:

         

Earnings from continuing operations
 

$ 149.3
 

$ 227.5
 

$ 194.4
 

$ 401.5
 

Gain on sale of discontinued operations
   

3.8
   

7.9
 

Net earnings
 

$ 149.3
 

$ 231.3
 

$ 194.4
 

$ 409.4
 

          
Basic earnings per share (d):

         

Earnings from continuing operations
 

$ 0.89
 

$ 1.37
 

$ 1.16
 

$ 2.43
 

Gain on sale of discontinued operations
   

0.02
   

0.05
 

Net earnings
 

$ 0.89
 

$ 1.39
 

$ 1.16
 

$ 2.48
 

          
Weighted average shares outstanding (000s)

 

167,764
 

165,350
 

167,424
 

160,837
 

          
Diluted earnings per share (d):

         

Earnings from continuing operations
 

$ 0.88
 

$ 1.33
 

$ 1.15
 

$ 2.35
 

Gain on sale of discontinued operations
   

0.02
   

0.05
 

Net earnings
 

$ 0.88
 

$ 1.35
 

$ 1.15
 

$ 2.40
 

          
     



Diluted average shares (000s) 170,493 170,550 169,481 170,611
 

(a) The Company adopted the provisions of FAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51,
“ on January 1, 2009, which changed the presentation of noncontrolling interests in subsidiaries. The presentation provisions of FAS No. 160 were also
required to be applied retrospectively to 2008.

  
(b) Amount for the three and six months ended June 30, 2009, includes charges of $5.2 million (pretax and after tax) for note repurchase premiums and the

write-off of finance fees related to debt that was repaid prior to its maturity. The aftertax effect of this charge is a reduction in earnings per share of
$0.03.

  
(c) Amount for the three months ended June 30, 2009, includes charges of $5.2 million (pretax and after tax) for restructuring and asset impairment. The

effect of these charges is a reduction in earnings per share of $0.03.
  
 

Amount for the six months ended June 30, 2009, includes charges of $55.6 million ($52.9 million after tax) for restructuring and asset impairment. The
effect of these charges is a reduction in earnings per share of $0.31.

  
 

Amount for the three months ended June 30, 2008, includes charges of $8.2 million ($4.2 million after tax amount attributable to the Company) for
restructuring and asset impairment. The effect of these charges is a reduction in earnings per share of $0.02.

  
 

Amount for the six months ended June 30, 2008, includes charges of $21.1 million ($13.9 million after tax amount attributable to the Company) for
restructuring and asset impairment. The effect of these charges is a reduction in earnings per share of $0.08.

  
(d) The Company adopted the provisions of FSP No. EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment Transactions are

Participating Securities,” on January 1, 2009. FSP No. EITF 03-6-1 required the Company to allocate earnings to unvested restricted shares
outstanding during the period and was also required to be retrospectively applied to 2008. Basic earnings per share for the three and six months ended
June 30, 2008 were reduced by $0.01 and $0.03 per share, respectively. There was no impact on basic earnings per share for the three and six months
ended June 30, 2009. There was no impact on diluted earnings per share in any period presented.

 

 
OWENS-ILLINOIS, INC.

Condensed Consolidated Balance Sheets
(Dollars in millions)

 
  

June 30,
 

Dec. 31,
 

June 30,
 

  
2009

 
2008

 
2008

 

Assets
       

Current assets:
       

Cash and cash equivalents
 

$ 677.2
 

$ 379.5
 

$ 366.0
 

Short-term investments, at cost which approximates market
 

4.8
 

25.0
 

23.6
 

Receivables, less allowances for losses and discounts
 

1,126.4
 

988.8
 

1,438.4
 

Inventories
 

1,039.0
 

999.5
 

1,234.7
 

Prepaid expenses
 

70.0
 

51.9
 

51.8
 

        
Total current assets

 

2,917.4
 

2,444.7
 

3,114.5
 

        
Investments and other assets:

       

Equity investments
 

115.7
 

101.7
 

95.2
 

Repair parts inventories
 

139.9
 

132.5
 

154.0
 

Prepaid pension
     

614.5
 

Deposits, receivables, and other assets
 

498.1
 

444.5
 

508.5
 

Goodwill
 

2,290.8
 

2,207.5
 

2,546.6
 

        
Total other assets

 

3,044.5
 

2,886.2
 

3,918.8
 

        
Property, plant, and equipment, at cost

 

6,206.3
 

5,983.1
 

6,811.6
 

Less accumulated depreciation
 

3,554.0
 

3,337.5
 

3,807.9
 

        
Net property, plant, and equipment

 

2,652.3
 

2,645.6
 

3,003.7
 

        
Total assets

 

$ 8,614.2
 

$ 7,976.5
 

$ 10,037.0
 

        
Liabilities and Share Owners’ Equity

       

Current liabilities:
       

Short-term loans and long-term debt due within one year
 

$ 357.8
 

$ 393.8
 

$ 528.6
 

Current portion of asbestos-related liabilities
 

175.0
 

175.0
 

210.0
 

Accounts payable
 

802.5
 

838.2
 

1,002.1
 

Other liabilities
 

622.6
 

596.3
 

699.6
 

        
Total current liabilities

 

1,957.9
 

2,003.3
 

2,440.3
 

        
Long-term debt

 

3,284.4
 

2,940.3
 

3,260.8
 

Deferred taxes
 

154.2
 

77.6
 

130.7
 

Pension benefits
 

712.4
 

741.8
 

306.5
 

    



Nonpension postretirement benefits 239.0 239.7 279.1
Other liabilities

 

349.7
 

360.1
 

382.0
 

Asbestos-related liabilities
 

236.1
 

320.3
 

141.9
 

Share owners’ equity:
       

The Company’s share owners’ equity:
       

Common stock
 

1.8
 

1.8
 

1.8
 

Capital in excess of par value
 

2,927.6
 

2,913.3
 

2,898.3
 

Treasury stock, at cost
 

(218.8) (221.5) (223.5)
Retained earnings (deficit)

 

162.0
 

(32.4) 118.7
 

Accumulated other comprehensive income (loss)
 

(1,424.4) (1,620.6) 43.0
 

        
Total share owners’ equity of the Company

 

1,448.2
 

1,040.6
 

2,838.3
 

Noncontrolling interests
 

232.3
 

252.8
 

257.4
 

Total share owners’ equity
 

1,680.5
 

1,293.4
 

3,095.7
 

        
Total liabilities and share owners’ equity

 

$ 8,614.2
 

$ 7,976.5
 

$ 10,037.0
 

 

 
OWENS-ILLINOIS, INC.

Condensed Consolidated Cash Flows
(Dollars in millions)

 

  

Three months ended 
June 30,

 

Six months ended
June 30,

 

  
2009

 
2008

 
2009

 
2008

 

Cash flows from operating activities:
         

Net earnings
 

$ 162.5
 

$ 248.5
 

$ 221.3
 

$ 442.8
 

Net earnings attributable to noncontrolling interests
 

(13.2) (17.2) (26.9) (33.4)
Gain on sale of discontinued operations

   

(3.8)
  

(7.9)
Non-cash charges:

         

Depreciation
 

93.8
 

115.6
 

182.2
 

229.2
 

Amortization of intangibles and other deferred items
 

5.0
 

6.7
 

9.3
 

14.3
 

Amortization of finance fees
 

1.6
 

2.1
 

4.0
 

4.0
 

Restructuring and asset impairment
 

5.2
 

8.2
 

55.6
 

21.1
 

Other
 

24.3
 

33.0
 

67.6
 

52.1
 

Asbestos-related payments
 

(49.4) (63.4) (84.2) (103.6)
Cash paid for restructuring activities

 

(13.0) (12.5) (33.2) (16.6)
Change in non-current operating assets

 

13.5
 

3.0
 

11.1
 

2.2
 

Change in non-current liabilities
 

(36.4) (38.9) (67.7) (56.9)
Change in components of working capital

 

17.8
 

(60.0) (155.9) (275.1)
          

Cash provided by operating activities
 

211.7
 

221.3
 

183.2
 

272.2
 

Cash flows from investing activities:
         

Additions to property, plant, and equipment
 

(77.5) (83.6) (124.1) (129.0)
Repayment from (advance to) equity affiliate

   

1.7
 

1.6
 

(13.3)
Net cash proceeds (payments) related to divestitures and asset sales

 

4.1
   

4.2
 

(16.6)
Cash utilized in investing activities

 

(73.4) (81.9) (118.3) (158.9)
Cash flows from financing activities:

         

Additions to long-term debt
 

795.5
 

327.6
 

1,070.4
 

636.8
 

Repayments of long-term debt
 

(562.2) (531.8) (745.8) (754.4)
Increase (decrease) in short-term loans

 

(47.9) (39.1) (65.5) 43.2
 

Net (payments) receipts for hedging activity
 

24.7
 

(12.9) 29.1
 

(46.8)
Payment of finance fees

 

(11.8)
  

(11.8)
  

Convertible preferred stock dividends
       

(5.4)
Dividends paid to noncontrolling interests (a)

 

(38.4) (11.4) (55.4) (41.6)
Issuance of common stock and other

 

0.3
 

4.1
 

4.3
 

13.9
 

Cash provided by (utilized in) financing activities
 

160.2
 

(263.5) 225.3
 

(154.3)
Effect of exchange rate fluctuations on cash

 

16.4
 

7.1
 

7.5
 

19.3
 

Increase (decrease) in cash
 

314.9
 

(117.0) 297.7
 

(21.7)
Cash at beginning of period

 

362.3
 

483.0
 

379.5
 

387.7
 

Cash at end of period
 

$ 677.2
 

$ 366.0
 

$ 677.2
 

$ 366.0
 

 

(a)          The Company adopted the provisions of FAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51, “
on January 1, 2009, which changed the presentation of noncontrolling interests in subsidiaries. The presentation provisions of FAS No. 160 were also
required to be applied retrospectively to 2008.

 

 
OWENS-ILLINOIS, INC.

Consolidated Supplemental Financial Data
(Dollars in millions)

 



Three months ended June 30, Six months ended June 30,
Net sales:

 
2009

 
2008

 
2009

 
2008

 

          
Europe

 

$ 793.9
 

$ 1,045.7
 

$ 1,406.8
 

$ 1,934.6
 

North America
 

560.5
 

606.3
 

1,054.7
 

1,137.2
 

South America
 

249.9
 

294.1
 

463.9
 

548.3
 

Asia Pacific
 

192.7
 

242.3
 

374.8
 

492.3
 

          
Reportable segment totals

 

1,797.0
 

2,188.4
 

3,300.2
 

4,112.4
 

          
Other

 

10.0
 

22.2
 

25.8
 

58.7
 

          
Net sales

 

$ 1,807.0
 

$ 2,210.6
 

$ 3,326.0
 

$ 4,171.1
 

 
  

Three months ended June 30,
 

Six months ended June 30,
 

Segment Operating Profit (a):
 

2009
 

2008
 

2009
 

2008
 

          
Europe

 

$ 120.4
 

$ 195.8
 

$ 164.6
 

$ 343.4
 

North America
 

103.1
 

68.1
 

165.8
 

123.5
 

South America
 

57.0
 

85.5
 

117.0
 

159.1
 

Asia Pacific
 

11.4
 

40.7
 

36.4
 

86.2
 

          
Reportable segment totals (b)

 

291.9
 

390.1
 

483.8
 

712.2
 

          
Items excluded from Segment Operating Profit:

         

Retained corporate costs and other
 

(23.3) (2.1) (35.2) (0.6)
Restructuring and asset impairment

 

(5.2) (8.2) (55.6) (21.1)
          
Interest income

 

6.5
 

10.0
 

15.0
 

18.7
 

Interest expense
 

(57.9) (69.2) (106.0) (133.5)
Earnings from continuing operations before income taxes

 

$ 212.0
 

$ 320.6
 

$ 302.0
 

$ 575.7
 

 

The following notes relate to Segment Operating Profit:
 
(a)          Operating Profit consists of consolidated earnings from continuing operations before interest income, interest expense, and provision for income taxes.

Segment Operating Profit excludes amounts related to certain items that management considers not representative of ongoing operations as well as
certain retained corporate costs.

 
The Company presents information on “Operating Profit” because management believes that it provides investors with a measure of operating
performance separate from the level of indebtedness or other related costs of capital. The most directly comparable GAAP financial measure to Operating
Profit is net earnings. The Company presents Segment Operating Profit because management uses the measure, in combination with gross profit
percentage and selected cash flow information, to evaluate performance and to allocate resources.

 
A reconciliation from Segment Operating Profit to earnings from continuing operations before income taxes is included in the tables above.

 
(b)         Segment Operating Profit for the three months ended June 30, 2009, excludes charges of $5.2 million for restructuring and asset impairment.
 

Segment Operating Profit for the six months ended June 30, 2009, excludes charges of $55.6 million for restructuring and asset impairment.
 

Segment Operating Profit for the three months ended June 30, 2008, excludes charges of $8.2 million for restructuring and asset impairment.
 

Segment Operating Profit for the six months ended June 30, 2008, excludes charges of $21.1 million for restructuring and asset impairment.
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Introduction Agenda
Business discussion
Financial review Business
outlook Concluding
remarks and Q&A
Presenters Regulation G
The information included
in this presentation
regarding earnings from
continuing operations
exclusive of items
management considers not
representative of ongoing
operations does not
conform to U.S. generally
accepted accounting
principles (GAAP). It
should not be construed as
an alternative to the
reported results determined
in accordance with GAAP.
Management has included
this non-GAAP
information to assist in
understanding the
comparability of results of
ongoing operations.
Management uses this non-
GAAP information
principally for internal
reporting, forecasting,
budgeting and calculating
bonus payments.
Management believes that
the excluded items are not
reflective of ongoing
operations, so the non-
GAAP presentation allows
the board of directors,
management, investors and
analysts to better
understand the Company’s
financial performance in
relationship to core
operating results and the
business outlook. Forward
Looking Statements This
presentation contains
“forward-looking”
statements within the
meaning of Section 21E of
the Securities Exchange
Act of 1934 and Section
27A of the Securities Act
of 1933. Forward-looking
statements reflect the
Company’s current
expectations and
projections about future
events at the time, and thus
involve uncertainty and
risk. It is possible the
Company’s future financial
performance may differ
from expectations due to a
variety of factors
including, but not limited
to the following: (1)
foreign currency
fluctuations relative to the
U.S. dollar, (2) changes in
capital availability or cost,
including interest rate
fluctuations, (3) the
general political, economic
and competitive conditions
in markets and countries
where the Company has
operations, including
disruptions in capital
markets, disruptions in the
supply chain, competitive
pricing pressures, inflation
or deflation, and changes
in the tax rates and laws,
(4) consumer preferences
for alternative forms of
packaging, (5) fluctuation
in raw material and labor
costs, (6) availability of
raw materials, (7) costs and
availability of energy, (8)
transportation costs, (9) the
ability of the Company to
raise selling prices
commensurate with energy
and other cost increases,
(10) consolidation among
competitors and customers,
(11) the ability of the
Company to integrate
operations of acquired
businesses and achieve
expected synergies, (12)
unanticipated expenditures
with respect to
environmental, safety and
health laws, (13) the
performance by customers
of their obligations under
purchase agreements, and
(14) the timing and
occurrence of events which
are beyond the control of
the Company, including
events related to asbestos-
related claims. It is not
possible to foresee or
identify all such factors.
Any forward-looking
statements in this
presentation are based on
certain assumptions and
analyses made by the
Company in light of its
experience and perception
of historical trends, current
conditions, expected future
developments, and other
factors it believes are
appropriate in the
circumstances. Forward-
looking statements are not
a guarantee of future
performance and actual
results or developments
may differ materially from
expectations. While the
Company continually
reviews trends and
uncertainties affecting the
Company’s results of
operations and financial
condition, the Company
does not intend to update
any particular forward-
looking statements
contained in the company’s
presentation. Al Stroucken
Chairman and CEO Ed
White SVP and CFO

 

Business Discussion:
Highlights Favorable
seasonal trends amid
ongoing global recession
Earnings down YoY, up
sequentially Global
recession impacted YoY
shipments Demand up
sequentially Seasonality
and abatement of
customer inventory de-
stocking Continued
temporary production
curtailments Reduced
inventories to preserve
working capital
Incremental strategic
footprint alignment
initiative benefits
Improved price/mix more
than offset modest cost
inflation Business
outlook (2Q09 to 3Q09)
Stable shipment levels
Improved spread
between price/mix and
cost inflation Continued
benefits from strategic
footprint alignment
initiative Strong financial
flexibility Very
successful $600M bond
offering Adjusted net
earnings per share 1 1
EPS from continuing
operations exclusive of
items management
considers not
representative of ongoing
operations. A description
of all items that
management considers
not representative of
ongoing operations and a
reconciliation of the
GAAP to non-GAAP
earnings and earnings per
share can be found in the
appendix to this
presentation. $1.35 $0.90
$0.45 $0.55 $0.94 $0.00
$0.20 $0.40 $0.60 $0.80
$1.00 $1.20 $1.40 $1.60
2Q08 3Q08 4Q08 1Q09
2Q09

 



Business Discussion:
Segment Operating
Profit Global recession
continues to impact
regional profits
($millions) $196 $136
$104 $61 $14 $103 $57
$11 $85 $41 $68 $121
$0 $50 $100 $150 $200
$250 Europe North
America South
America Asia Pacific
2Q08 Profits (as
reported) 2Q09 Profits
(at prior year currency
exchange rates) 2Q09
Profits (as reported)

 

Financial Review: Sales,
Profit and EPS
Reconciliations Higher
prices and footprint
savings dampen impact of
lower volumes 1 The
major components of 2Q09
manufacturing and
delivery costs include
approximately $95 million
related to production
volume (primarily
temporary production
curtailments), $7 million in
cost inflation and a $38
million benefit from the
strategic footprint
alignment initiative.
Manufacturing and
delivery 1 Segment Sales
Segment Operating Profit
Adjusted Net Income
($Millions) ($Millions)
(Non-GAAP EPS) 2Q08
$2,188 $390 $1.35 Sales
volume (271) (94) (0.42)
Price and product mix 88
88 0.39 Currency
translation (208) (23)
(0.10) Manufacturing and
delivery 1 - (64) (0.28)
Operating expenses - 2
0.01 Other - (7) (0.02)
Interest expense - - 0.06
Retained corporate costs - -
(0.10) Noncontrolling
interests - - 0.03 Effective
tax rate - - 0.02 Total
reconciling items (391)
(98) (0.41) 2Q09 $1,797
$292 $0.94



 

Financial Review: Free
Cash Flow Reconciliation
1 Lower FCF reflects less
profit net of favorable
working capital trend 2
($millions) 1 Free Cash
Flow equals cash provided
by continuing operating
activities less capital
spending for continuing
operations. 2 Other
Operating Items is
comprised of retained
corporate costs,
noncontrolling interests,
current tax expense, net
interest, other non-cash
charges and changes in
other non-current
assets/liabilities. First half
2008 vs. First half 2009
$143 $59 ($17) ($52)
($228) $119 $19 $5 $70
($200) ($150) ($100) ($50)
$0 $50 $100 $150 $200
FCF 1H 08 Segment
Operating Profit
Depreciation &
Amortization Restructuring
Payments Change in
Working Capital Asbestos
Related Payments CapEx
Other 2 Operating Items
FCF 1H 09

 



Financial Review:
Costs Cost profile
improving due to
moderating inflation
and strategic footprint
initiative Full year cost
inflation YoY change
($millions) Footprint
initiative drives
benefits from lower
fixed costs YoY
benefits ($millions)
Range for expected
cost inflation $0 $100
$200 $300 $400 2008
Actual 2009 Estimate
$0 $10 $20 $30 $40
1Q08 2Q08 3Q08
4Q08 1Q09 2Q09

 

Financial Review: Balance
Sheet and Cash Flow
Improved financial
flexibility Debt maturity
schedule Balance sheet at
June 30, 2009 Very
successful bond offering in
2Q09 $600 million senior
notes, 7.375% (8% yield),
mature 2016 Tendered
89% of 2010 bonds, repaid
credit facility borrowings
2.5 leverage ratio per bank
credit agreement 1 $3.642
billion debt; up from
$3.326 billion in 1Q09
$800 million available
under global revolving
credit facility Cash and
cash equivalents $677
million cash,
approximately 25% in
Venezuela Venezuela
currency considerations
Monitoring official/parallel
currency exchange rate
trends Considering
remittance of future
earnings at parallel rate
Capital and restructuring
expenditures $77.5 million
2Q09 capital investments,
$124.1 million YTD
Expect full year 2009
capital investments to
approximate $440 million
$13.0 million 2Q09
restructuring payments,
$33.2 million YTD 1 Total
debt less cash divided by
bank credit agreement
EBITDA ($millions) $0
$300 $600 $900 $1,200
2009 2010 2011 2012 2013
2014 2015 2016 2017 2018
A/R Securitization and
other Bank Debt Senior
Notes



 Financial Review: Balance
Sheet and Cash Flow
Improved financial
flexibility; assessing
Venezuela currency
situation Debt maturity
schedule Balance sheet at
June 30, 2009 Very
successful bond offering in
2Q09 $600 million senior
notes, 7.375% (8% yield),
mature 2016 Tendered
89% of 2010 bonds, repaid
credit facility borrowings
2.5 leverage ratio per bank
credit agreement 1 $3.642
billion debt; up from
$3.326 billion in 1Q09
$800 million available
under global revolving
credit facility Cash and
cash equivalents $677
million cash,
approximately 25% in
Venezuela Venezuela
currency considerations
Monitoring official/parallel
currency exchange rate
trends Considering
remittance of future
earnings at parallel rate
Capital and restructuring
expenditures $77.5 million
2Q09 capital investments,
$124.1 million YTD
Expect full year 2009
capital investments to
approximate $440 million
$13.0 million 2Q09
restructuring payments,
$33.2 million YTD 1 Total
debt less cash divided by
bank credit agreement
EBITDA ($millions) $0
$300 $600 $900 $1,200
2009 2010 2011 2012 2013
2014 2015 2016 2017 2018
A/R Securitization and
other Bank Debt Senior
Notes

 

Business Outlook: 3Q09
Consistent business
conditions Footprint
Realignment Savings
3Q09 Outlook Favorable
/ Unfavorable Impact on
Profits Factor Year-over-
Year (3Q08 to 3Q09)
Sequential (2Q09 to
3Q09) Sales Volume
Temporary Production
Curtailments Price/Mix
Input Costs Net Interest
Expense

 



Concluding Remarks
and Q&A
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Reconciliation of GAAP to
non-GAAP Items (second
quarter) Three months
ended June 30 $Millions,
except per share amounts
2009 2008 Earnings EPS
Earnings EPS Net earnings
attributable to the
Company $149.3 $0.88
$231.3 $1.35 Less gain on
sale of discontinued
operations - - (3.8) (0.02)
Earnings from continuing
operations 149.3 0.88
227.5 1.33 Items that
management considers not
representative of ongoing
operations consistent with
Segment Operating Profit •
Charges for restructuring
and asset impairment 5.2
0.03 4.2 0.02 • Charges for
note repurchase premiums
and write-off of finance
fees 5.2 0.03 Adjusted net
earnings $159.7 $0.94
$231.7 $1.35 Diluted
shares outstanding
(millions) 170.5 170.6

 

Reconciliation of GAAP to
non-GAAP Items (first
half)  Six months ended
June 30 $Millions, except
per share amounts 2009
2008 Earnings EPS
Earnings EPS Net earnings
attributable to the
Company $194.4 $1.15
$409.4 $2.40 Less gain on
sale of discontinued
operations - - (7.9) (0.05)
Earnings from continuing
operations 194.4 1.15
401.5 2.35 Items that
management considers not
representative of ongoing
operations consistent with
Segment Operating Profit •
Charges for restructuring
and asset impairment 52.9
0.31 13.9 0.08 • Charges
for note repurchase
premiums and write-off of
finance fees 5.2 0.03
Adjusted net earnings
$252.5 $1.49 $415.4 $2.43
Diluted shares outstanding
(millions) 169.5 170.6



 

Free Cash Flow
Calculation 1 Free Cash
flow equals cash
provided by continuing
operating activities less
capital spending for
continuing operations.
2Q 09 2Q 08 $Millions
1H 09 1H 08 $149.3
$231.3 Net earnings
attributable to the
company $194.4 $409.4 -
(3.8) Less: gain on sale
of discontinued
operations - (7.9) 149.3
227.5 Earnings from
continuing operations
194.4 401.5 Non-cash
charges: 100.4 124.4
Depreciation and
amortization 195.5 247.5
5.2 8.2 Restructuring and
asset impairment 55.6
21.1 24.3 33.0 All other
non-cash charges 67.6
52.1 Payments and other
reconciling items: (49.4)
(63.4) Asbestos-related
payments (84.2) (103.6)
(13.0) (12.5)
Restructuring payments
(33.2) (16.6) 17.8 (60.0)
Change in components of
working capital (155.9)
(275.1) (22.9) (35.9)
Change in non-current
assets and liabilities
(56.6) (54.7) 211.7 221.3
Cash provided by cont.
operating activities 183.2
272.2 (77.5) (83.6)
Additions to PP&E
(124.1) (129.0) $134.2
$137.7 Free Cash Flow
(1) $59.1 $143.2

 



 Foreign Currency
Exchange Rate Trends
1Average exchange
rate for the quarter 1
EUR v USD 1.15 1.30
1.45 1.60 4Q 1Q 2Q
3Q 4Q 2007 2008 2009
AUD v USD 0.60 0.70
0.80 0.90 1.00 4Q 1Q
2Q 3Q 4Q 2007 2008
2009 FX Translation
Impact on Sales,
Segment Operating
Profit and EPS
(Compared to prior
year) 2008 2009
$Millions except EPS
1Q 2Q 3Q 4Q Year 1Q
2Q Sales $187 $202
$82 $(195) $276
$(246) $(208) Segment
Operating Profit 35 32
13 (24) 56 (29) (23)
Non-GAAP Segment
EPS 0.14 0.14 0.06
(0.13) 0.25 (0.13)
(0.10)

 
 


