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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
for the quarterly period ended February 28, 2011

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

for the transition period from to
Commission File No. 1-13146

THE GREENBRIER COMPANIES, INC.
(Exact name of registrant as specified in its charter)

Oregon 93-0816972
(State of Incorporation) (I.R.S. Employer Identification No.)
One Centerpointe Drive, Suite 200, Lake Oswego, OR 97035
(Address of principal executive offices) (Zip Code)

(503) 684-7000

(Registrant s telephone number, including area code)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes b No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulations S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
YesoNo o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definition of large accelerated filer , accelerated filer and smaller reporting company
in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act)
Yes o No p
The number of shares of the registrant s common stock, without par value, outstanding on March 30, 2011 was
24,909,200 shares.
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THE GREENBRIER COMPANIES, INC.

Forward-Looking Statements
From time to time, The Greenbrier Companies, Inc. and its subsidiaries (Greenbrier or the Company) or their
representatives have made or may make forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including,
without limitation, statements as to expectations, beliefs and strategies regarding the future. Such forward-looking
statements may be included in, but not limited to, press releases, oral statements made with the approval of an
authorized executive officer or in various filings made by us with the Securities and Exchange Commission, including
this filing on Form 10-Q. These statements involve known and unknown risks, uncertainties and other important
factors that may cause our actual results, performance or achievements to be materially different from any future
results, performance or achievements expressed or implied by the forward-looking statements. These forward-looking
statements rely on a number of assumptions concerning future events and include statements relating to:

availability of financing sources and borrowing base for working capital, other business development activities,

capital spending and railcar and marine warehousing activities;

ability to renew, maintain or obtain sufficient lines of credit and performance guarantees on acceptable terms;
ability to utilize beneficial tax strategies;

ability to grow our wheel services, refurbishment and parts, and lease fleet and management services
businesses;

ability to obtain sales contracts which provide adequate protection against increased costs of materials and
components;

ability to obtain adequate insurance coverage at acceptable rates;

ability to obtain adequate certification and licensing of products; and

short- and long-term revenue and earnings effects of the above items.
The following factors, among others, could cause actual results or outcomes to differ materially from the
forward-looking statements:

fluctuations in demand for newly manufactured railcars or marine barges;

fluctuations in demand for wheel services, refurbishment and parts;

delays in receipt of orders, risks that contracts may be canceled during their term or not renewed and that
customers may not purchase the amount of products or services under the contracts as anticipated;

ability to maintain sufficient availability of credit facilities and to maintain compliance with or to obtain
appropriate amendments to covenants under various credit agreements;

domestic and global economic conditions including such matters as embargoes or quotas;

U.S., Mexican and other global political or security conditions including such matters as terrorism, war, civil
disruption and crime;

growth or reduction in the surface transportation industry;
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ability to maintain good relationships with third party labor providers or collective bargaining units;

steel and specialty component price fluctuations and availability, scrap surcharges, steel scrap prices and other
commodity price fluctuations and availability and their impact on product demand and margin;

delay or failure of acquired businesses, assets, start-up operations, or new products or services to compete
successfully;

changes in product mix and the mix of revenue levels among reporting segments;
labor disputes, energy shortages or operating difficulties that might disrupt operations or the flow of cargo;

production difficulties and product delivery delays as a result of, among other matters, changing technologies
or non-performance of alliance partners, subcontractors or suppliers;

ability to renew or replace expiring customer contracts on satisfactory terms;
ability to obtain and execute suitable contracts for railcars held for sale;

lower than anticipated lease renewal rates, earnings on utilization based leases or residual values for leased
equipment;

discovery of defects in railcars resulting in increased warranty costs or litigation;
resolution or outcome of pending or future litigation and investigations;
natural disasters or severe weather patterns that may affect either us, our suppliers or our customers;

2
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THE GREENBRIER COMPANIES, INC.
loss of business from, or a decline in the financial condition of, any of the principal customers that represent a
significant portion of our total revenues;

competitive factors, including introduction of competitive products, new entrants into certain of our markets,
price pressures, limited customer base, and competitiveness of our manufacturing facilities and products;

industry overcapacity and our manufacturing capacity utilization;

decreases or write-downs in carrying value of inventory, goodwill, intangibles or other assets due to
impairment;

severance or other costs or charges associated with lay-offs, shutdowns, or reducing the size and scope of
operations;

changes in future maintenance or warranty requirements;

ability to adjust to the cyclical nature of the industries in which we operate;
changes in interest rates and financial impacts from interest rates;

ability and cost to maintain and renew operating permits;

actions by various regulatory agencies;

changes in fuel and/or energy prices;

risks associated with our intellectual property rights or those of third parties, including infringement,
maintenance, protection, validity, enforcement and continued use of such rights;

expansion of warranty and product support terms beyond those which have traditionally prevailed in the rail
supply industry;

availability of a trained work force and availability and/or price of essential raw materials, specialties or
components, including steel castings, to permit manufacture of units on order;

failure to successfully integrate acquired businesses;

discovery of previously unknown liabilities associated with acquired businesses;

failure of or delay in implementing and using new software or other technologies;

ability to replace maturing lease and management services revenue and earnings with revenue and earnings
from new commercial transactions, including new railcar leases, additions to the lease fleet and new
management services contracts;

credit limitations upon our ability to maintain effective hedging programs; and

financial impacts from currency fluctuations and currency hedging activities in our worldwide operations.

Table of Contents 7
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Any forward-looking statements should be considered in light of these factors. Words such as anticipates,  believes,
forecast, potential, goal, contemplates, expects, intends, plans, projects, hopes, seeks, estimates,
may, can, designedto, foreseeable future and similar expressions identify forward-looking statements. These

forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties that

could cause actual results to differ materially from the results contemplated by the forward-looking statements. Many

of the important factors that will determine these results and values are beyond our ability to control or predict. You

are cautioned not to put undue reliance on any forward-looking statements. Except as otherwise required by law, we

do not assume any obligation to update any forward-looking statements.

All references to years refer to the fiscal years ended August 315t unless otherwise noted

3
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THE GREENBRIER COMPANIES, INC.
PART I. FINANCIAL INFORMATION
Item 1. Condensed Financial Statements
Consolidated Balance Sheets
(In thousands, unaudited)

February 28, August 31,
2011 2010

Assets
Cash and cash equivalents $ 99,089 $ 98,864
Restricted cash 1,927 2,525
Accounts receivable, net 115,465 89,252
Inventories 250,379 204,626
Assets held for sale 62,566 12,804
Equipment on operating leases, net 295,414 302,663
Investment in direct finance leases 131 1,795
Property, plant and equipment, net 144,163 132,614
Goodwill 137,066 137,066
Intangibles and other assets 84,837 90,679

$ 1,191,037 $1,072,888
Liabilities and Equity
Revolving notes $ 10,000 $ 2,630
Accounts payable and accrued liabilities 226,285 181,638
Deferred income taxes 85,805 81,136
Deferred revenue 5,791 11,377
Notes payable 499,997 498,700

Commitments and contingencies (Note 13)

Equity:

Greenbrier

Preferred stock  without par value; 25,000 shares authorized; none outstanding
Common stock  without par value; 50,000 shares authorized; 24,909 and 21,875
shares outstanding at February 28, 2011 and August 31, 2010

Additional paid-in capital 237,781 172,426
Retained earnings 117,862 120,716
Accumulated other comprehensive loss (4,462) (7,204)
Total equity Greenbrier 351,181 285,938
Noncontrolling interest 11,978 11,469
Total equity 363,159 297,407
$ 1,191,037 $1,072,888
Table of Contents 9
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The accompanying notes are an integral part of these statements.
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THE GREENBRIER COMPANIES, INC.

Consolidated Statements of Operations
(In thousands, except per share amounts, unaudited)

Three Months Ended Six Months Ended
February 28, February 28,
2011 2010 2011 2010

Revenue
Manufacturing $ 156,621 $ 88,065 $242,062 $ 148,143
Wheel Services, Refurbishment & Parts 112,015 94,329 209,160 187,310
Leasing & Services 17,665 17,556 36,523 36,189

286,301 199,950 487,745 371,642
Cost of revenue
Manufacturing 147,552 81,608 227,300 137,455
Wheel Services, Refurbishment & Parts 101,413 83,387 187,824 166,673
Leasing & Services 8,725 10,789 17,845 21,707

257,690 175,784 432,969 325,835
Margin 28,611 24,166 54,776 45,807
Other costs
Selling and administrative 17,693 16,958 35,632 33,166
Interest and foreign exchange 10,536 12,406 20,839 23,517

28,229 29,364 56,471 56,683

Earnings (loss) before income taxes and loss from
unconsolidated affiliates 382 (5,198) (1,695) (10,876)
Income tax benefit (expense) (100) 944 512 3,444
Earnings (loss) before loss from unconsolidated
affiliates 282 (4,254) (1,183) (7,432)
Loss from unconsolidated affiliates (575) (131) (1,162) (314)
Net loss (293) (4,385) (2,345) (7,746)
Net earnings attributable to noncontrolling interest (257) (367) (509) (250)
Net loss attributable to Greenbrier $ (550) $ 4,752) $ (2,854) $ (7,996)
Basic loss per common share $ (0.02) $  (0.28) $ (0.13) $ (047
Diluted loss per common share $ (0.02) $  (0.28) $ (0.13) $ (047
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Weighted average common shares:

Basic 23,310 17,113 22,030 17,100
Diluted 23,310 17,113 22,030 17,100
The accompanying notes are an integral part of these statements.
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THE GREENBRIER COMPANIES, INC.

Consolidated Statement of Equity and Comprehensive Income (Loss)
(In thousands, except per share amounts, unaudited)

Balance September 1,
2010

Net earnings (loss)
Translation adjustment
Reclassification of
derivative financial
instruments recognized
in net loss (net of tax
effect)

Unrealized gain on
derivative financial
instruments (net of tax
effect)

Comprehensive income
Net proceeds from
equity offering
Restricted stock awards
(net of cancellations)
Unamortized restricted
stock

Restricted stock
amortization

Stock options exercised

Balance February 28,
2011

Table of Contents

Common
Stock

Shares

21,875

3,000

29

24,909

Common
Stock

Shares

$

$

Attributable to Greenbrier

Accumulated Attributable
Other to
Additional
Paid-in Retained = Comprehensive Noncontrolling Total
Income
Capital Earnings (Loss) Interest Equity
172,426  $120,716  $ (7,204)  $ 11,469  $297,407
(2,854) 509 (2,345)
2,277 2,277
(106) (106)
571 571
397
62,775 62,775
600 600
(600) (600)
2,554 2,554
26 26
237,781 $117,862  $ (4462) $ 11,978  $363,159
Attributable to Greenbrier
Accumulated Attributable
Other to
Additional
Paid-in Retained = Comprehensive Noncontrolling Total
Income
Capital Earnings (Loss) Interest Equity
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Balance September 1,

2009 17,094 $ 117,077 $116,439 $ 9,790) $ 8,724 $232,450
Net earnings (loss) (7,996) 250 (7,746)
Translation adjustment (267) (267)
Reclassification of
derivative financial
instruments recognized
in net loss (net of tax
effect) (1,049) (1,049)
Unrealized gain on
derivative financial
instruments (net of tax
effect) 2,459 2,459
Comprehensive loss (6,603)
Noncontrolling interest
adjustments (1,309) (1,309)
Restricted stock awards
(net of cancellations) 42 397 397
Unamortized restricted
stock (397) (397)
Restricted stock
amortization 2,737 2,737
Excess tax expense of
stock options exercised (130) (130)
Balance February 28,
2010 17,136 $ 119,684 $108,443 $ 8,647) $ 7,665 $227,145

The accompanying notes are an integral part of these statements.
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THE GREENBRIER COMPANIES, INC.
Consolidated Statements of Cash Flows
(In thousands, unaudited)

Six Months Ended
February 28,
2011 2010
Cash flows from operating activities
Net loss $ (2,345) $ (7,746)
Adjustments to reconcile net loss to net cash provided by (used in) operating
activities:
Deferred income taxes 4,669 7,727
Depreciation and amortization 18,626 18,616
Gain on sales of equipment (2,594) (951)
Accretion of debt discount 3,620 4,263
Stock based compensation expense 2,554 2,737
Other 55 (1,252)
Decrease (increase) in assets:
Accounts receivable (24,360) (2,913)
Inventories (44,563) (13,349)
Assets held for sale (49,329) 10,610
Other 4,393 2,268
Increase (decrease) in liabilities:
Accounts payable and accrued liabilities 43,006 (6,810)
Deferred revenue (5,477) (5,410)
Net cash provided by (used in) operating activities (51,745) 7,790
Cash flows from investing activities
Principal payments received under direct finance leases 43 235
Proceeds from sales of equipment 13,752 3,069
Investment in and advances to unconsolidated affiliates (279) (450)
Decrease (increase) in restricted cash 598 (66)
Capital expenditures (30,132) (19,616)
Net cash used in investing activities (16,018) (16,828)
Cash flows from financing activities
Net change in revolving notes with maturities of 90 days or less (2,888) 1,541
Proceeds from revolving notes with maturities longer than 90 days 10,000
Net proceeds from issuance of notes payable 1,712
Repayments of notes payable (2,323) (4,041)
Gross proceeds from equity offering 63,180
Expenses from equity offering (405)
Other 26
Net cash provided by (used in) financing activities 67,590 (788)
Effect of exchange rate changes 398 1,546
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Increase (decrease) in cash and cash equivalents 225 (8,280)
Cash and cash equivalents
Beginning of period 98,864 76,187
End of period $ 99,089 $ 67,907
Cash paid during the period for
Interest $ 14,073 $ 13,796
Income taxes paid, net of refunds $ 513 $ 865

The accompanying notes are an integral part of these statements.
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THE GREENBRIER COMPANIES, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Note 1 Interim Financial Statements
The Condensed Consolidated Financial Statements of The Greenbrier Companies, Inc. and Subsidiaries (Greenbrier or
the Company) as of February 28, 2011 and for the three and six months ended February 28, 2011 and 2010 have been
prepared without audit and reflect all adjustments (consisting of normal recurring accruals) which, in the opinion of
management, are necessary for a fair presentation of the financial position and operating results and cash flows for the
periods indicated. The results of operations for the three and six months ended February 28, 2011 are not necessarily
indicative of the results to be expected for the entire year ending August 31, 2011.
Certain notes and other information have been condensed or omitted from the interim financial statements presented
in this Quarterly Report on Form 10-Q. Therefore, these financial statements should be read in conjunction with the
Consolidated Financial Statements contained in the Company s 2010 Annual Report on Form 10-K.
Management estimates  The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires judgment on the part of management to arrive at estimates and assumptions on
matters that are inherently uncertain. These estimates may affect the amount of assets, liabilities, revenue and
expenses reported in the financial statements and accompanying notes and disclosure of contingent assets and
liabilities within the financial statements. Estimates and assumptions are periodically evaluated and may be adjusted
in future periods. Actual results could differ from those estimates.
Reclassifications  Certain reclassifications have been made to prior year s Consolidated Financial Statements to
conform to the 2011 presentation of inventory and assets held for sale.
Initial Adoption of Accounting Policies In June 2009, the Financial Accounting Standards Board (FASB) issued
Statement of Financial Accounting Standards (SFAS) No. 167, Amendments to FASB Interpretation No. 46(R) which
provides guidance with respect to consolidation of variable interest entities. This statement retains the scope of
Interpretation 46(R) with the addition of entities previously considered qualifying special-purpose entities, as the
concept of these entities was eliminated in SFAS No. 166, Accounting for Transfers of Financial Assets. This
statement replaces the quantitative-based risks and rewards calculation for determining the primary beneficiary of a
variable interest entity. The approach focuses on identifying which enterprise has the power to direct activities that
most significantly impact the entity s economic performance and the obligation to absorb the losses or receive the
benefits from the entity. It is possible that application of this revised guidance will change an enterprise s assessment
of involvement with variable interest entities. This statement, which has been codified within ASC 810,
Consolidations, was effective for the Company as of September 1, 2010. The initial adoption did not have an effect on
the Company s Consolidated Financial Statements.
Note 2 Inventories
(In thousands)

February 28, August 31,
2011 2010

Supplies and raw materials $ 142,052 $ 119,306
Work-in-process 92,794 70,394
Finished goods 19,541 19,022
Lower of cost or market adjustment (4,008) (4,096)

$ 250,379 $ 204,626
Table of Contents 17
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THE GREENBRIER COMPANIES, INC.
Note 3 Assets Held for Sale
Assets held for sale consist of new and used railcars and marine barges principally placed on lease with the intent to
sell. As of February 28, 2011 Assets held for sale was $62.6 million compared to $12.8 million as of August 31, 2010.
Note 4 Intangibles and other assets
Intangible assets that are determined to have finite lives are amortized over their useful lives. Intangible assets with
indefinite useful lives are not amortized and are periodically evaluated for impairment.
The following table summarizes the Company s identifiable intangible assets balance:
(In thousands)

February 28, August 31,
2011 2010
Intangible assets subject to amortization:
Customer relationships $ 66,825 $ 66,825
Accumulated amortization (15,777) (13,701)
Other intangibles 5,180 5,003
Accumulated amortization (3,208) (2,845)
53,020 55,282
Intangible assets not subject to amortization 912 912
Prepaid and other assets 30,905 34,485
Total intangible and other assets $ 84,837 $ 90,679

Intangible assets with finite lives are amortized using the straight line method over their estimated useful lives and
include the following: proprietary technology, 10 years; trade names, 5 years; patents, 11 years; and long-term
customer agreements and relationships, 5 to 20 years. Amortization expense for the three and six months ended
February 28, 2011 was $1.2 million and $2.4 million and for the three and six months ended February 28, 2010 was
$1.2 million and $2.4 million. Amortization expense for the years ending August 31, 2011, 2012, 2013, 2014 and
2015 is expected to be $4.7 million, $4.5 million, $4.4 million, $4.3 million and $4.3 million.

Note 5 Revolving Notes

All amounts originating in foreign currency have been translated at the February 28, 2011 exchange rate for the
following discussion. As of February 28, 2011 senior secured credit facilities, consisting of three components,
aggregated $122.2 million. As of February 28, 2011 a $100.0 million revolving line of credit secured by substantially
all the Company s assets in the United States not otherwise pledged as security for term loans, maturing

November 2011, was available to provide working capital and interim financing of equipment, principally for the
United States and Mexican operations. Advances under this facility bear interest at variable rates that depend on the
type of borrowing and the defined ratio of debt to total capitalization. Available borrowings under the credit facility
are generally based on defined levels of inventory, receivables, property, plant and equipment and leased equipment,
as well as total debt to consolidated capitalization and interest coverage ratios. In addition, as of February 28, 2011,
lines of credit totaling $12.2 million secured by certain of the Company s European assets, with various variable rates,
were available for working capital needs of the European manufacturing operation. European credit facilities are
continually being renewed. Currently these European credit facilities have maturities that range from June 2011
through April 2012. In addition, the Company s Mexican joint venture obtained a line of credit of up to $10.0 million
secured by certain of the joint venture s accounts receivable and inventory. Advances under this facility bear interest at
LIBOR plus 2.5% and are due 180 days after the date of borrowing. Currently the outstanding advances have
maturities that range from April 2011 to July 2011. The Mexican joint venture will be able to draw against the facility

Table of Contents 18



through August 2011.

Edgar Filing: GREENBRIER COMPANIES INC - Form 10-Q

Table of Contents

19



Table of Contents

Edgar Filing: GREENBRIER COMPANIES INC - Form 10-Q

THE GREENBRIER COMPANIES, INC.

As of February 28, 2011 outstanding borrowings under these facilities consists of $3.6 million in letters of credit
outstanding under the North American credit facility and $10.0 million outstanding under the Mexican joint venture

credit facility.

Note 6 Accounts Payable and Accrued Liabilities

(In thousands)

February 28, August 31,

2011 2010
Trade payables and other accrued $ 187,354 $ 141,767
Accrued payroll and related liabilities 19,919 19,025
Accrued maintenance 10,913 12,460
Accrued warranty 6,381 6,304
Other 1,718 2,082

$ 226,285 $ 181,638

Note 7 Warranty Accruals

Warranty costs are estimated and charged to operations to cover a defined warranty period. The estimated warranty
cost is based on the history of warranty claims for each particular product type. For new product types without a
warranty history, preliminary estimates are based on historical information for similar product types. The warranty
accruals, included in accounts payable and accrued liabilities on the Consolidated Balance Sheets, are reviewed
periodically and updated based on warranty trends and expirations of warranty periods.

Warranty accrual activity:

(In thousands)

Three Months Ended Six Months Ended
February 28, February 28,
2011 2010 2011 2010
Balance at beginning of period $6,284 $7.814 $6,304 $8,184
Charged to cost of revenue 501 (D 650 101
Payments (426) (302) (600) (797)
Currency translation effect 22 3D 27 (8)
Balance at end of period $6,381 $ 7,480 $6,381 $7,480

Note 8 Equity
On December 16, 2010, the Company issued 3,000,000 shares of its common stock in an underwritten at-the-market
public offering at $21.06 per share, less expenses. Greenbrier s management has broad discretion to allocate the net
proceeds of $62.8 million from the offering for such purposes as working capital, capital expenditures, repayment or
repurchase of a portion of the Company s indebtedness or acquisitions of, or investment in, complementary businesses
and products.

10
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THE GREENBRIER COMPANIES, INC.
Note 9 Loss Per Share
The shares used in the computation of the Company s basic and diluted earnings (loss) per common share attributable
to Greenbrier are reconciled as follows:
(In thousands)

Three Months Ended Six Months Ended
February 28, February 28,
2011 2010 2011 2010
Weighted average basic common shares outstanding () 23,310 17,113 22,030 17,100
Dilutive effect of employee stock options (2)
Dilutive effect of warrants treasury stock method®
Weighted average diluted common shares outstanding 23,310 17,113 22,030 17,100

(1) Excludes 1.1 million shares of unvested restricted stock for the three and six months ended February 28, 2011
due to net loss.

(2) Dilutive effect of common stock equivalents is excluded from per share calculations for the three and six months
ended February 28, 2011 and 2010 due to net loss. The dilutive effect of warrants of 3.4 million shares were
excluded from per share calculations for all periods presented due to net loss.

Note 10 Stock Based Compensation

All stock options vested prior to September 1, 2005 and accordingly no compensation expense was recorded for stock

options for the three and six months ended February 28, 2011 and 2010. There were no stock options outstanding as of

February 28, 2011. The value of stock awarded under restricted stock grants is amortized as compensation expense

over the vesting period which is generally one to five years. For the three and six months ended February 28, 2011,

$1.3 million and $2.6 million in compensation expense was recorded for restricted stock grants. For the three and six

months ended February 28, 2010, $1.4 million and $2.7 million in compensation expense was recorded for restricted
stock grants.

Note 11 Derivative Instruments

Foreign operations give rise to market risks from changes in foreign currency exchange rates. Foreign currency

forward exchange contracts with established financial institutions are utilized to hedge a portion of that risk in Pound

Sterling and Euro. Interest rate swap agreements are utilized to reduce the impact of changes in interest rates on

certain debt. The Company s foreign currency forward exchange contracts and interest rate swap agreements are

designated as cash flow hedges, and therefore the effective portion of unrealized gains and losses are recorded in
accumulated other comprehensive loss.

At February 28, 2011 exchange rates, forward exchange contracts for the purchase of Polish Zloty and the sale of

Euros aggregated $48.7 million. Adjusting the foreign currency exchange contracts to the fair value of the cash flow

hedges at February 28, 2011 resulted in an unrealized pre-tax gain of $12 thousand that was recorded in accumulated

other comprehensive loss. The fair value of the contracts is included in accounts payable and accrued liabilities when
there is a loss, or accounts receivable when there is a gain, on the Consolidated Balance Sheet. As the contracts mature
at various dates through February 2012, any such gain or loss remaining will be recognized in manufacturing revenue
along with the related transactions. In the event that the underlying sales transaction does not occur or does not occur
in the period designated at the inception of the hedge, the amount classified in accumulated other comprehensive loss
would be reclassified to the current year s results of operations in Interest and foreign exchange.

At February 28, 2011, an interest rate swap agreement had a notional amount of $44.9 million and matures

March 2014. The fair value of this cash flow hedge at February 28, 2011 resulted in an unrealized pre-tax loss of

$4.0 million. The loss is included in accumulated other comprehensive loss and the fair value of the contract is
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included in accounts payable and accrued liabilities on the Consolidated Balance Sheet. As interest expense on the
underlying debt is recognized, amounts corresponding to the interest rate swap are reclassified from accumulated other
comprehensive loss and charged or credited to interest expense. At February 28, 2011 interest rates, approximately
$1.3 million would be reclassified to interest expense in the next 12 months.

11
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THE GREENBRIER COMPANIES, INC.
Fair Values of Derivative Instruments

Asset Derivatives Liability Derivatives
February August February August
28, 31, 28, 31,
Balance Balance
sheet 2011 2010 sheet 2011 2010
Fair Fair
(In thousands) location Fair Value Value Location Fair Value Value

Derivatives designated as hedging instruments

Accounts
payable
and
Foreign forward exchange Accounts accrued
contracts receivable $ 473 $ 573 liabilities $ 183 $ 215
Accounts
payable
and
Other accrued
Interest rate swap contracts assets liabilities 4,020 5,141
$ 473 $ 573 $ 4,203 $ 5,356
Derivatives not designated as hedging instruments
Accounts
payable
and
Foreign forward exchange Accounts accrued
contracts receivable $ 74 $ 111 liabilities $ $ 14

The Effect of Derivative Instruments on the Statement of Operations

Loss recognized in income on

derivative
Location of loss
Derivatives in cash flow hedging recognized in income on Six months ended February 28,
relationships Derivative 2011 2010
Foreign forward exchange contract Interest and foreign exchange  $ (49) $ (243)
Loss
recognized on
Location
of loss derivative
Gain (loss) in (ineffective
income portion
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Location
Gain (loss) of
recognized in OCI gain
on (loss)
derivatives
(effective reclassified
portion) from
Six months ended accumulated
OCI
February 28, into
2011 2010 income
$ 196 $ 1,163 Revenue
Interest
and
foreign
2,010 (410) exchange
$ 2,206 $ 753

Note 12 Segment Information
Greenbrier operates in three reportable segments: Manufacturing, Wheel Services, Refurbishment & Parts and Leasing
& Services. The accounting policies of the segments are described in the summary of significant accounting policies
in the Consolidated Financial Statements contained in the Company s 2010 Annual Report on Form 10-K.
Performance is evaluated based on margin. Intersegment sales and transfers are generally accounted for at fair value as
if the sales or transfers were to third parties. While intercompany transactions are treated like third-party transactions
to evaluate segment performance, the revenues and related expenses are eliminated in consolidation and therefore do
not impact consolidated results.

12

reclassified from
accumulated OCI
into

income (effective
portion)

Six months ended

February 28,
2011 2010
$ 435 $ (59
(889) (908)
$ 454) $ (967)

on
derivative

(ineffective
portion
and
amount
excluded
from

effectiveness
testing)
Interest and
foreign
exchange

Interest and
foreign
exchange

and amount
excluded from

effectiveness
testing)
Six months
ended

February 28,
2011 2010
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THE GREENBRIER COMPANIES, INC.
The information in the following table is derived directly from the segments internal financial reports used for
corporate management purposes.
(In thousands)

Three Months Ended Six Months Ended
February 28, February 28,

2011 2010 2011 2010
Revenue:
Manufacturing $ 168,942 $ 73,990 $295,570 $ 148,567
Wheel Services, Refurbishment & Parts 121,652 95,476 224,822 188,660
Leasing & Services 17,900 17,787 36,776 36,664
Intersegment eliminations (22,193) 12,697 (69,423) (2,249)

$286,301 $ 199,950 $487,745 $371,642

Margin:
Manufacturing $ 9,069 $ 6,457 $ 14,762 $ 10,688
Wheel Services, Refurbishment & Parts 10,602 10,942 21,336 20,637
Leasing & Services 8,940 6,767 18,678 14,482
Segment margin total 28,611 24,166 54,776 45,807
Less unallocated expenses:
Selling and administrative 17,693 16,958 35,632 33,166
Interest and foreign exchange 10,536 12,406 20,839 23,517

Earnings (loss) before income taxes and loss from
unconsolidated affiliates $ 382 $ (5,198) $ (1,695) $ (10,876)

Note 13 Commitments and Contingencies
Environmental studies have been conducted of the Company s owned and leased properties that indicate additional
investigation and some remediation on certain properties may be necessary. The Company s Portland, Oregon
manufacturing facility is located adjacent to the Willamette River. The United States Environmental Protection
Agency (EPA) has classified portions of the river bed, including the portion fronting Greenbrier s facility, as a federal
National Priority List or Superfund site due to sediment contamination (the Portland Harbor Site). Greenbrier and
more than 140 other parties have received a General Notice of potential liability from the EPA relating to the Portland
Harbor Site. The letter advised the Company that it may be liable for the costs of investigation and remediation (which
liability may be joint and several with other potentially responsible parties) as well as for natural resource damages
resulting from releases of hazardous substances to the site. At this time, ten private and public entities, including the
Company, have signed an Administrative Order on Consent (AOC) to perform a remedial investigation/feasibility
study (RI/FS) of the Portland Harbor Site under EPA oversight, and several additional entities have not signed such
consent, but are nevertheless contributing money to the effort. A draft of the RI study was submitted on October 27,
2009. The Feasibility Study is being developed and is expected to be submitted in the fourth calendar quarter of 2011.
Eighty-two parties have entered into a non-judicial mediation process to try to allocate costs associated with the
Portland Harbor site. Approximately 110 additional parties have signed tolling agreements related to such allocations.
On April 23, 2009, the Company and the other AOC signatories filed suit against 69 other parties due to a possible
limitations period for some such claims; Arkema Inc. et al v. A & C Foundry Products, Inc.et al, US District Court,
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District of Oregon, Case #3:09-cv-453-PK. All but 12 of these parties elected to sign tolling agreements and be
dismissed without prejudice, and the case has now been stayed by the court, pending completion of the RI/FS. In
addition, the Company has entered into a Voluntary Clean-Up Agreement with the Oregon Department of
Environmental Quality in which the Company agreed to conduct an investigation of whether, and to what extent, past
or present operations at the Portland property may have released hazardous substances to the environment. The
Company is also conducting groundwater remediation relating to a historical spill on the property which antedates its
ownership.

13

Table of Contents 26



Edgar Filing: GREENBRIER COMPANIES INC - Form 10-Q

Table of Contents

THE GREENBRIER COMPANIES, INC.
Because these environmental investigations are still underway, the Company is unable to determine the amount of
ultimate liability relating to these matters. Based on the results of the pending investigations and future assessments of
natural resource damages, Greenbrier may be required to incur costs associated with additional phases of investigation
or remedial action, and may be liable for damages to natural resources. In addition, the Company may be required to
perform periodic maintenance dredging in order to continue to launch vessels from its launch ways in Portland,
Oregon, on the Willamette River, and the river s classification as a Superfund site could result in some limitations on
future dredging and launch activities. Any of these matters could adversely affect the Company s business and
Consolidated Financial Statements, or the value of its Portland property.
From time to time, Greenbrier is involved as a defendant in litigation in the ordinary course of business, the outcome
of which cannot be predicted with certainty. The most significant litigation is as follows:
Greenbrier s customer, SEB Finans AB (SEB), has raised performance concerns related to a component that the
Company installed on 372 railcar units with an aggregate sales value of approximately $20.0 million produced under a
contract with SEB. On December 9, 2005, SEB filed a Statement of Claim in an arbitration proceeding in Stockholm,
Sweden, against Greenbrier alleging that the cars were defective and could not be used for their intended purpose. A
settlement agreement was entered into effective February 28, 2007 pursuant to which the railcar units previously
delivered were to be repaired and the remaining units completed and delivered to SEB. Greenbrier is proceeding with
repairs of the railcars in accordance with terms of the settlement agreement, though SEB has recently made additional
warranty claims, including claims with respect to cars that have been repaired pursuant to the agreement. Greenbrier is
evaluating SEB s new warranty claim. Current estimates of potential costs of such repairs do not exceed amounts
accrued.
When the Company acquired the assets of the Freight Wagon Division of DaimlerChrysler in January 2000, it
acquired a contract to build 201 freight cars for Okombi GmbH, a subsidiary of Rail Cargo Austria AG. Subsequently,
Okombi made breach of warranty and late delivery claims against the Company which grew out of design and
certification problems. All of these issues were settled as of March 2004. Additional allegations have been made, the
most serious of which involve cracks to the structure of the cars. Okombi has been required to remove all 201 freight
cars from service, and a formal claim has been made against the Company. Legal, technical and commercial
evaluations are on-going to determine what obligations the Company might have, if any, to remedy the alleged
defects.
Management intends to vigorously defend its position in each of the open foregoing cases. While the ultimate
outcome of such legal proceedings cannot be determined at this time, management believes that the resolution of these
actions will not have a material adverse effect on the Company s Consolidated Financial Statements.
The Company is involved as a defendant in other litigation initiated in the ordinary course of business. While the
ultimate outcome of such legal proceedings cannot be determined at this time, management believes that the
resolution of these actions will not have a material adverse effect on the Company s Consolidated Financial
Statements.
The Company delivered 500 railcar units during fiscal year 2009 for which the Company has an obligation to
guarantee the purchaser minimum earnings. The obligation expires December 31, 2011. The maximum potential
obligation totaled $13.1 million and in certain defined instances the obligation may be reduced due to early
termination. Upon delivery of the railcar units, the entire purchase price was recorded as revenue and paid in full. The
minimum earnings due to the purchaser were considered a reduction of revenue and were recorded as deferred
revenue. The purchaser has agreed to utilize the railcars on a preferential basis, and the Company is entitled to
re-market the railcar units when they are not being utilized by the purchaser during the obligation period. Any
earnings generated from the railcar units will offset the obligation and be recognized as revenue and margin in future
periods. As of February 28, 2011, the Company has $4.6 million of the potential obligation remaining in deferred
revenue.
The Company has entered into contingent rental assistance agreements, aggregating up to a maximum of $5.5 million,
on certain railcars subject to leases that have been sold to third parties. These agreements guarantee the purchasers a
minimum lease rental, subject to a maximum defined rental assistance amount, over remaining periods of up to two
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years. A liability is established and revenue is reduced in the period during which a determination can be made that it
is probable that a rental shortfall will occur and the amount can be estimated. For the three and six
14
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THE GREENBRIER COMPANIES, INC.
months ended February 28, 2011 an accrual of $5 thousand was recorded to cover future obligations. For the three and
six months ended February 28, 2010 an accrual of $0.1 million and $0.2 million was made to cover estimated
obligations as management determined no additional rental shortfall was probable. There was no remaining balance of
the accrued liability as February 28, 2011. All of these agreements were entered into prior to December 31, 2002 and
have not been modified since.

In accordance with customary business practices in Europe, the Company has $8.9 million in bank and third party
performance and warranty guarantee facilities, all of which have been utilized as of February 28, 2011. To date no
amounts have been drawn under these performance and warranty guarantee facilities.

At February 28, 2011, the Mexican joint venture had $11.2 million of third party debt, for which the Company has
guaranteed 50% or approximately $5.6 million.

At February 28, 2011, an unconsolidated affiliate had $0.1 million of third party debt, for which the Company has
guaranteed 33% or approximately $41 thousand. In the event that there is a change in control or insolvency by any of
the three 33% investors that have guaranteed the debt, the remaining investors share of the guarantee will increase
proportionately.

As of February 28, 2011 the Company has outstanding letters of credit aggregating $3.6 million associated with
facility leases and payroll.

Note 14 Fair Value Measures

Certain assets and liabilities are reported at fair value on either a recurring or nonrecurring basis. Fair value, for this
disclosure, is defined as an exit price, representing the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants, under a three-tier fair value hierarchy which
prioritizes the inputs used in measuring a fair value as follows:

Level 1 observable inputs such as unadjusted quoted prices in active markets for identical instruments;

Level 2 inputs, other than the quoted market prices in active markets for similar instruments, which are observable,
either directly or indirectly; and

Level 3 unobservable inputs for which there is little or no market data available, which require the reporting entity to
develop its own assumptions.
Assets and liabilities measured at fair value on a recurring basis as of February 28, 2011 are:

Level

(In thousands) Total Level 1 Level 2(D 3
Assets:
Derivative financial instruments $ 547 $ $ 547 %
Nonqualified savings plan 6,895 6,895
Cash equivalents 25,101 25,101

$ 32,543 $ 31,99 $ 547 $
Liabilities:
Derivative financial instruments $ 4,203 $ $ 4203 $

(1) Level 2 assets include derivative financial instruments which are valued based on significant observable inputs.
See Note 11 Derivative Instruments for further discussion.
15
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THE GREENBRIER COMPANIES, INC.
Assets and liabilities measured at fair value on a recurring basis as of August 31, 2010 are:

(In thousands) Total Level 1 Level 2 Level 3
Assets:

Derivative financial instruments $ o684 $ $ 684 $
Nonqualified savings plan 6,489 6,489

Cash equivalents 57,300 57,300

$64,473 $63,789 $ o84 $

Liabilities:
Derivative financial instruments $ 5,370 $ $ 5,370 $
Note 15 Guarantor/Non Guarantor
The combined senior unsecured notes (the Notes) issued on May 11, 2005 and November 21, 2005 and convertible
senior notes issued on May 22, 2006 are fully and unconditionally and jointly and severally guaranteed by
substantially all of Greenbrier s material 100% owned United States subsidiaries: Autostack Company LLC,
Greenbrier-Concarril, LLC, Greenbrier Leasing Company LLC, Greenbrier Leasing Limited Partner, LLC, Greenbrier
Management Services, LLC, Greenbrier Leasing, L.P., Greenbrier Railcar LLC, Gunderson LLC, Gunderson Marine
LLC, Gunderson Rail Services LLC, Meridian Rail Holding Corp., Meridian Rail Acquisition Corp., Meridian Rail
Mexico City Corp., Brandon Railroad LLC, Gunderson Specialty Products, LLC and Greenbrier Railcar Leasing, Inc.
No other subsidiaries guarantee the Notes including Greenbrier Leasing Limited, Greenbrier Europe B.V., Greenbrier
Germany GmbH, WagonySwidnica S.A., Gunderson-Concarril, S.A. de C.V., Mexico Meridian Rail Services, S.A. de
C.V., Greenbrier Railcar Services Tierra Blanca S.A. de C.V., YSD Doors, S.A. de C.V., Greenbrier-Gimsa, LLC and
Gunderson-Gimsa S de RL de C.V.
The following represents the supplemental condensed consolidating financial information of Greenbrier and its
guarantor and non guarantor subsidiaries, as of February 28, 2011 and August 31, 2010 and for the three and six
months ended February 28, 2011 and 2010. The information is presented on the basis of Greenbrier accounting for its
ownership of its wholly owned subsidiaries using the equity method of accounting. The equity method investment for
each subsidiary is recorded by the parent in intangibles and other assets. Intercompany transactions of goods and
services between the guarantor and non guarantor subsidiaries are presented as if the sales or transfers were at fair
value to third parties and eliminated in consolidation. Certain reclassifications between Combined Non Guarantor
Subsidiaries and Eliminations have been made to prior year s condensed consolidating statements to conform to the
current year presentation.
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Condensed Consolidating Balance Sheet

February 28, 2011
(In thousands, unaudited)

Assets

Cash and cash equivalents
Restricted cash

Accounts receivable/intercompany
receivable (payable), net
Inventories

Assets held for sale

Equipment on operating leases, net
Investment in direct finance leases
Property, plant and equipment, net
Goodwill

Intangibles and other assets

Liabilities and Equity
Revolving notes

Accounts payable and accrued
liabilities

Deferred income taxes
Deferred revenue

Notes payable

Total equity Greenbrier
Noncontrolling interest

Total Equity

Table of Contents

Parent

$ 91,718

84,705

6,724
543,395

$726,542

11,644
1,298
544
361,875

351,181

351,181

$726,542

Combined
Guarantor
Subsidiaries

$ 59
1,927

39,305
143,483
62,566
297,446
131
95,106
137,066
96,333

$ 873,422

144,515
90,412
5,138
136,908

496,449

496,449

$ 873,422

THE GREENBRIER COMPANIES, INC.

Combined
Non-
Guarantor
Subsidiaries
$ 7,312

(8,546)
106,924

42,333
2,624

$ 150,647

$ 10,000

70,125
(5,420)

109

1,214

62,641
11,978

74,619

Eliminations

$

1
(28)

(2,032)

(557,515)

$ (559,574)

(485)

(559,090)

(559,090)

Consolidated

$ 99,089
1,927

115,465
250,379
62,566
295,414
131
144,163
137,066
84,837

$ 1,191,037

$ 10,000
226,285
85,805
5,791
499,997

351,181
11,978

363,159
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