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

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended March 31, 2014

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

For the transition period from to

Commission File Number: 001-15401

ENERGIZER HOLDINGS, INC.
(Exact name of registrant as specified in its charter)

Missouri 43-1863181
(State or other jurisdiction of (I. R. S. Employer
incorporation or organization) Identification No.)

533 Maryville University Drive
St. Louis, Missouri 63141
(Address of principal executive offices) (Zip Code)

(314) 985-2000

(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 x 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 Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No 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 the definitions of “large accelerated filer”, “accelerated filer”, and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.
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Large accelerated Accelerated filer 0
filer

Smaller reporting
company

Non-accelerated filero

(Do not check if 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 x

Indicate the number of shares of Energizer Holdings, Inc. common stock, $.01 par value, outstanding as of the close of
business on March 31, 2014: 61,669,736.
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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.

ENERGIZER HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF EARNINGS AND COMPREHENSIVE INCOME

(Condensed)
(In millions, except per share data - Unaudited)

Quarter Ended March 31,

2014 2013
Net sales $1,062.4 $1,095.9
Cost of products sold 554.1 565.2
Gross profit 508.3 530.7
Selling, general and administrative expense 200.2 209.9
Advertising and sales promotion expense 97.1 102.5
Research and development expense 22.7 24.8
2013 restructuring 22.7 374
Pension curtailment — —
Interest expense 31.3 32.8
Other financing items, net (1.5 ) 10.3
Earnings before income taxes 135.8 113.0
Income tax provision 37.3 28.1
Net earnings $98.5 $84.9
Basic net earnings per share $1.59 $1.37
Diluted net earnings per share $1.57 $1.35
Statement of Comprehensive Income:
Net earnings $98.5 $84.9
Other comprehensive income/(loss), net of tax
Foreign currency translation adjustments 1.1 (325
Pension/postretirement activity, net of tax of $1.9 and
$3.4 for the quarter and six months ended March 31, 6.4
2014, respectively and $3.0 and ($8.9) for the quarter '
and six months ended March 31, 2013, respectively.
Deferred (loss)/gain on hedging activity, net of tax of
($1.5) and ($0.6) for the quarter and six months ended
March 31, 2014, respectively and $3.7 and $7.4 for the (2.3 ) 7.0
quarter and six months ended March 31, 2013,
respectively.
Total comprehensive income $100.6 $65.8

See accompanying Notes to (Unaudited) Condensed Financial Statements
ENERGIZER HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

(Condensed)

(In millions - Unaudited)

Six Months Ended March 31,

2014
$2,176.3
1,156.2
1,020.1

403.7
178.1
44.6
47.1
62.5
(3.5
287.6
81.2
$206.4

$3.31
$3.29

$206.4

1.3

6.1

0.9

$212.9

2013
$2,288.4
1,196.1
1,092.3

4104

197.3

494

86.4

(374 )
66.3

18.2

301.7

87.0

$214.7

$3.46
$3.42

$214.7

(18.1 )

(13.8 )

11.3

$194.1
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Assets

Current assets
Cash and cash equivalents

Trade receivables, less allowance for doubtful accounts of

$16.0 and $16.0, respectively
Inventories

Other current assets

Total current assets

Property, plant and equipment, net
Goodwill

Other intangible assets, net

Other assets

Total assets

Liabilities and Shareholders' Equity
Current liabilities

Current maturities of long-term debt
Notes payable

Accounts payable

Other current liabilities

Total current liabilities

Long-term debt

Other liabilities

Total liabilities

Shareholders' equity

Common stock

Additional paid-in capital

Retained earnings

Treasury stock

Accumulated other comprehensive loss

Total shareholders' equity

Total liabilities and shareholders' equity

See accompanying Notes to (Unaudited) Condensed Financial Statements

March 31,
2014

$991.7
457.7

621.1
540.6
2,611.1
786.9
1,502.3
1,867.2
102.8
$6,870.3

$220.0
2253
306.3
539.1
1,290.7
1,918.9
1,142.3
4,351.9

0.7
1,627.5
1,287.0
(230.4
(166.4
2,5184
$6,870.3

September 30,

2013

$998.3
480.6

616.3
473.2
2,568.4
755.6
1,475.8
1,835.5
82.1
$6,717.4

$140.0
99.0
340.4
574.0
1,153.4
1,998.8
1,111.6
4,263.8

0.7
1,628.9
1,144.1
(147.2
(172.9
2,453.6
$6,717.4
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ENERGIZER HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Condensed)

(In millions - Unaudited)

Six Months Ended March 31,

2014 2013
Cash Flow from Operating Activities
Net earnings $206.4 $214.7
Non-cash restructuring costs 7.2 29.1
Pension curtailment — (37.4
Depreciation and amortization 64.9 73.9
Non-cash items included in income 61.9 64.5
Other, net (12.8 ) (36.3
Changes in current assets and liabilities used in operations (98.7 ) (58.8
Net cash from operating activities 228.9 249.7
Cash Flow from Investing Activities
Capital expenditures (36.4 ) (38.1
Feminine care acquisition (185.3 ) —
Proceeds from sale of assets 4.3 0.7
Other, net 0.2 ) (0.2
Net cash used by investing activities (217.6 ) (37.6
Cash Flow from Financing Activities
Cash payments on debt with original maturities greater than 90 days — (106.5
Net increase in debt with original maturities of 90 days or less 128.9 74.0
Common stock purchased 94.4 ) —
Cash dividends paid (62.1 ) (49.6
Proceeds from issuance of common stock 2.5 15.4
Excess tax benefits from share-based payments 4.4 4.8
Net cash used by financing activities (20.7 ) (61.9
Effect of exchange rate changes on cash 2.8 (18.0
Net (decrease)/increase in cash and cash equivalents (6.6 ) 132.2
Cash and cash equivalents, beginning of period 998.3 718.5
Cash and cash equivalents, end of period $991.7 $850.7

See accompanying Notes to (Unaudited) Condensed Financial Statements

ENERGIZER HOLDINGS, INC.

NOTES TO CONDENSED FINANCIAL STATEMENTS
March 31, 2014

(In millions, except per share data — Unaudited)

The accompanying unaudited financial statements have been prepared in accordance with Article 10 of Regulation
S-X and do not include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. The year-end condensed balance sheet data was derived from audited financial



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

statements, but do not include all disclosures required by accounting principles generally accepted in the United States
of America (GAAP). In the opinion of management, all adjustments considered necessary for a fair presentation have
been included. Certain reclassifications have been made to the prior year financial statements to conform to the current
presentation. The Company has evaluated subsequent events, see Note 17 to the Condensed Financial Statements.
Operating results for any quarter are not necessarily indicative of the results for any other quarter or for the full year.
These statements should be read in conjunction with the financial statements and notes thereto for Energizer Holdings,
Inc. (the Company) for the year ended September 30, 2013 included in the Annual Report on Form 10-K dated
November 21, 2013.

Note 1 — Segment note

Operations for the Company are managed via two segments - Personal Care (Wet Shave, Skin Care, Feminine Care
and Infant Care) and Household Products (Battery and Portable Lighting products). In October 2013, the Company
completed the acquisition of the Stayfree pad, Carefree liner and o.b. tampon feminine care brands in the U.S., Canada
and the Caribbean from Johnson & Johnson (the feminine care acquisition) and the financial performance related to
these brands is included in the Company’s Personal Care segment and within the Feminine Care product category.
Segment performance is evaluated based on segment profit, exclusive of general corporate expenses, share-based
compensation costs, costs associated with most restructuring initiatives including the 2013 restructuring detailed
below, acquisition integration or business realignment activities, and amortization of intangible assets. Financial
items, such as interest income and expense, are managed on a global basis at the corporate level. The exclusion of the
above mentioned items from segment results reflects management's view on how it evaluates segment performance.

The Company's operating model includes a combination of stand-alone and combined business functions between the
Personal Care and Household Products businesses, varying by country and region of the world. Shared functions
include product warehousing and distribution, various transaction processing functions, and in some countries, a
combined sales force and management. The Company applies an allocated cost basis, in which the costs of shared
segment business functions are allocated between the segments. Such allocations are estimates, and do not represent
the costs of such services if performed on a stand-alone basis.

Effective October 1, 2013, the Company centralized certain corporate administrative functions across the organization
as part of the 2013 restructuring project. A portion of these costs were previously reported at the segment level, but
are now reported within General corporate and other expenses. Periods prior to this change have not been adjusted to
conform to this current presentation.

For the quarter and six months ended March 31, 2014, the Company recorded $22.7 and $47.1, respectively, in
restructuring charges related to its 2013 restructuring as compared to $37.4 and $86.4, respectively, in the prior year
quarter and six months. The 2013 restructuring charges were reported on a separate line in the Consolidated
Statements of Earnings and Comprehensive Income (Condensed). In addition, pre-tax costs of $3.2 and $5.5, for the
quarter and six months ended March 31, 2014, respectively, and $1.1 for the quarter and six months ended March 31,
2013, associated with certain information technology enablement activities related to the Company's restructuring
initiatives were included in SG&A on the Consolidated Statement of Earnings and Comprehensive Income
(Condensed). Additionally, pre-tax costs of $0.4 for the quarter and six months ended March 31, 2014, associated with
obsolescence charges related to the restructuring, were included in Cost of products sold on the Consolidated
Statements of Earnings and Comprehensive Income (Condensed). These information technology and inventory
obsolescence costs are considered part of the total project costs incurred for the restructuring initiative. See Note 3 to
the Condensed Financial Statements.

In connection with the feminine care acquisition, the Company recorded a pre-tax inventory valuation adjustment of
$8.0 related to the feminine care acquisition representing the increased fair value of the inventory based on the
estimated selling price of the finished goods acquired at the close date less the sum of (a) costs of disposal and (b) a
reasonable profit allowance for the selling effort of the acquiring entity. For the quarter and six months ended
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March 31, 2014, the Company recorded $1.6 and $8.0, respectively, within Cost of products sold based upon the
write-up and subsequent sale of inventory acquired in the feminine care acquisition. These amounts are not reflected
in the Personal Care segment, but rather presented as a separate line item below segment profit, as it is a non-recurring
item directly associated with the feminine care acquisition. Such presentation reflects management’s view on how
segment results are evaluated.

In the first quarter of fiscal 2013, the Company approved and communicated changes to its U.S. pension plan, which
is the most significant of the Company's pension obligations. Effective January 1, 2014, the pension benefit earned to
date by active participants under the legacy Energizer U.S. pension plans was frozen and future service benefits are no
longer being accrued under these retirement programs. For the six months ended March 31, 2013, the Company
recorded a non-cash, pre-tax curtailment gain of $37.4 as a result of this plan change. The pension curtailment gain
was reported on a separate line in the Consolidated Statements of Earnings and Comprehensive Income (Condensed).

In the quarter and six months ended March 31, 2013, the Company recorded expense of approximately $6 related to
the devaluation of its net monetary assets in Venezuela as a result of accounting for the translation of this affiliate
under the accounting rules governing a highly inflationary economy. The net monetary assets in Venezuela were
valued using the revised official exchange rate of 6.30 Venezuelan Bolivar Fuerte to one U.S. dollar at March 31,
2013. The devaluation impact of approximately $6 was included in Other financing items, net on the Consolidated
Statements of Earnings and Comprehensive Income (Condensed), and was not considered in the evaluation of
segment profit. However, normal operating results in Venezuela, such as sales, gross profit and segment profit, have
and may further be negatively impacted by translating at less favorable exchange rates and by the impact of
unfavorable economic conditions in the country. These operating results remain part of the reported segment totals.
The negative segment impact of the Venezuela devaluation and the unfavorable economic impact on operating results
are discussed separately when considered relevant and material to understanding the year-over-year comparatives. See
Note 4 to the Condensed Financial Statements.
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Segment sales and profitability for the quarter and six months ended March 31, 2014 and 2013, respectively, are

presented below.

Net Sales

Personal Care
Household Products
Total net sales

Segment Profit
Personal Care
Household Products
Total segment profit

General corporate and other expenses
2013 restructuring (1)
Feminine care acquisition/integration
costs

Acquisition inventory valuation
Pension curtailment

Amortization of intangibles

Venezuela devaluation/other impacts

Interest and other financing items

Total earnings before income taxes

For the quarter ended March 31,

2014 2013
$689.0 $652.6
373.4 443.3
$1,062.4 $1,095.9

For the quarter ended March 31,

2014 2013
$170.7 $136.4
62.1 100.8
232.8 237.2
(335 ) (371
(26.3 ) (385
(1.0 ) —
(1.6 ) —
4.8 ) (5.5
— (6.3
(29.8 ) (36.8
$135.8 $113.0

)
)
)

For the six months ended March 31,

2014 2013
$1,239.2 $1,206.9
937.1 1,081.5
$2,176.3 $2,288.4

For the six months ended March 31,

2014 2013

$301.0 $252.6

195.5 261.4

496.5 514.0

(73.7 ) (66.6 )
(53.0 ) (87.5 )
5.9 ) —

(8.0 ) —

— 374

9.3 ) (11.1 )
— 5.9 )
(59.0 ) (78.6 )
$287.6 $301.7

(1) Includes pre-tax costs of $3.2 and $5.5 for the quarter and six months ended March 31, 2014, respectively, and
$1.1 for the quarter and six months ended March 31, 2013, associated with certain information technology and related
activities, which are included in SG&A on the Consolidated Statements of Earnings and Comprehensive Income
(Condensed). Additionally, this includes pre-tax costs of $0.4 for the quarter and six months ended March 31, 2014,
associated with obsolescence charges related to the restructuring, which are included in Cost of products sold on the
Consolidated Statements of Earnings and Comprehensive Income (Condensed).

10
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Supplemental product information is presented below for revenues from external customers:

For the quarter ended March 31,  For the six months ended March 31,

Net Sales 2014 2013 2014 2013
Wet Shave $401.4 $403.7 $766.6 $798.2
Alkaline batteries 222.8 261.4 588.4 663.1
Other batteries and lighting products 150.6 181.9 348.7 418.4
Feminine Care 107.0 40.8 187.9 82.8
Skin Care 130.0 147.3 186.2 210.4
Infant Care 36.9 47.6 72.2 88.6
Other personal care products 13.7 13.2 26.3 26.9
Total net sales $1,062.4 $1,095.9 $2,176.3 $2,288.4

Total assets by segment are presented below:

September 30,
March 31, 2014 2013
Personal Care $1,433.5 $1,208.3
Household Products 901.7 1,033.0
Total segment assets 2,335.2 2,241.3
Corporate 1,165.6 1,164.8
Goodwill and other intangible assets, net 3,369.5 3,311.3
Total assets $6,870.3 $6,717.4

Note 2 - Acquisition of Feminine Care Brands

In October 2013, the Company completed the acquisition of the Stayfree pad, Carefree liner and o.b. tampon feminine
care brands in the U.S., Canada and the Caribbean from Johnson & Johnson for an aggregate cash purchase price of
approximately $187.1, inclusive of a $1.8 working capital adjustment, which was finalized and settled in April 2014.
The Company financed the feminine care acquisition with approximately $135 of available foreign cash and $50
obtained from borrowings under the Company’s available committed bank facilities. Liabilities assumed as a result of
the feminine care acquisition are limited primarily to certain employee benefit obligations. The Company combined
these acquired brands within its existing feminine care business in the Personal Care segment. Combining these
complementary businesses with our existing feminine care products provides the Company with brands in each of the
key feminine hygiene categories. There are no contingent payments, options or commitments associated with the
feminine care acquisition.

The Company has determined the fair values of assets acquired and liabilities assumed for purposes of allocating the
purchase price. The Company has estimated a fair value adjustment for inventory based on the estimated selling price
of the finished goods acquired at the closing date less the sum of (a) costs of disposal and (b) a reasonable profit
allowance for the selling effort of the acquiring entity. The fair value adjustment for the acquired equipment was
established using a cost and market approach. The fair values of the identifiable intangible assets were estimated using
various valuation methods including discounted cash flows using both an income and cost approach.

As of March 31, 2014, the purchase price allocation for the feminine care acquisition was complete. We have
determined the fair values of assets acquired and liabilities assumed for purposes of allocating the purchase price, in
accordance with accounting guidance for business combinations.

During the three months ended March 31, 2014, the Company recorded measurement period adjustments to the fair

value of certain assets acquired and liabilities assumed in the acquisition to reflect additional information obtained
regarding facts and circumstances that existed as of the acquisition date. The fair values presented in the table below

11
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reflect these changes, which are comprised of an increase to Goodwill of $28.0 and corresponding decreases to
Intangible assets of $5.0, Other assets of $2.1 and Property, plant and equipment of $19.1. The final purchase price
allocations are complete and the estimated value for assets acquired and liabilities assumed have

8
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been adjusted. Adjustments made to the Consolidated Statements of Earnings and Comprehensive Income
(Condensed) for amortization and depreciation were not material.

At March 31, 2014, the allocation of the purchase price is as follows:

Inventories $44.4

Goodwill 28.0

Intangible assets 39.3

Other assets 5.1

Property, plant and equipment,net 95.1

Other liabilities 4.5 )

Pension/Other post-retirement benefits (20.3 )
Net assets acquired $187.1

The purchased identifiable intangible assets are as follows:

Total Estimated Life
Customer relationships $6.1 20 years
Technology and patents 3.0 7 years
Total $9.1

Remaining intangible assets acquired are indefinite-lived intangible assets related to the acquired tradenames and will
be fully allocated to the Personal Care segment.

Goodwill will be deductible for tax purposes and amortized over 14 to 15 years, depending on the statutory
jurisdiction.

Proforma revenue and operating results for the feminine care acquisition are not included as they are not considered
material to the Consolidated Financial Statements.

Note 3 — Restructuring
In November 2012, the Company's Board of Directors authorized an enterprise-wide restructuring plan and delegated
authority to the Company's management to determine the final actions with respect to this plan.

As previously disclosed, the primary objectives of the 2013 Restructuring included reduction in workforce,
consolidation of G&A functional support across the organization, reduced overhead spending, creation of a center-led
purchasing function, and rationalization and streamlining of the Household Products operations facilities, product
portfolio and marketing organization.

In January 2014, the Company's Board of Directors authorized an expansion of scope of the previously announced
2013 restructuring project and delegated authority to the Company's management to determine the final actions with
respect to the plan. As a result of the expanded scope of the Company's restructuring efforts, incremental costs will be
incurred to successfully execute the program. It is estimated that fiscal 2014 restructuring costs will be in the range of
$100 to $130, including the costs related to the expanded project scope. Total project restructuring costs are estimated
to increase from the original outlook of $250 to approximately $350.

For the quarter and six months ended March 31, 2014, the Company recorded pre-tax expense of $22.7 and $47.1,

respectively, and $37.4 and $86.4 for the quarter and six months ended March 31, 2013, respectively, for charges
related to the 2013 restructuring plan including:

13
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Accelerated depreciation charges of $2.8 and $7.2 for the quarter and six months ended March 31, 2014 and $5.7 and
€9.8 for the quarter and six months ended March 31, 2013, respectively, and non-cash asset impairment charges of
$19.3 for the six months ended March 31, 2013, related primarily to plant closures,

9
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Severance and related benefit costs of $5.0 and $10.9 for the quarter and six months ended March 31, 2014 and $17.7
and $31.3 for the quarter and six months ended March 31, 2013, respectively, associated with staffing reductions that
have been identified to date, and

Consulting, program management and other charges associated with the restructuring of $15.0 and $29.0 for the
guarter and six months ended March 31, 2014, respectively, and $14.0 and $26.0 for the quarter and six months ended
March 31, 2013, respectively.

The 2013 restructuring costs are reported on a separate line in the Consolidated Statements of Earnings and
Comprehensive Income (Condensed). In addition, pre-tax costs of $3.2 and $5.5 for the quarter and six months ended
March 31, 2014, respectively, and $1.1 for the quarter and six months ended March 31, 2013, respectively, associated
with certain information technology enablement activities related to the Company's restructuring initiatives were
included in SG&A on the Consolidated Statement of Earnings and Comprehensive Income (Condensed). Additionally,
pre-tax costs of $0.4 for the quarter and six months ended March 31, 2014, associated with obsolescence charges
related to the restructuring, were included in Cost of products sold on the Consolidated Statements of Earnings and
Comprehensive Income (Condensed). These information technology and inventory obsolescence costs are considered
part of the total project costs incurred for the restructuring initiative.

The Company does not include the 2013 restructuring costs in the results of its reportable segments. The estimated
pre-tax impact of allocating such charges to segment results would have been as follows:

Accelerated depreciation charges of approximately $3 and $7, respectively, for the quarter and six months ended
March 31, 2014, would be fully allocated to our Household products segment. Non-cash asset impairment charges of
&19 for the six months ended March 31, 2013 and accelerated depreciation charges of approximately $6 and $10,
respectively, for the quarter and six months ended March 31, 2013, would be fully allocated to our Household
Products segment.

Severance and related benefit costs of approximately $5 and $11, respectively, for the quarter and six months ended
March 31, 2014 would be allocated as follows: Personal Care of approximately $1 and $3, respectively; and
Household Products of approximately $3 and $7, respectively and Corporate of approximately $1 and $1,
respectively. Severance and related benefit costs of approximately $18 and $31, respectively, for the quarter and six
months ended March 31, 2013 would be allocated as follows: Personal Care of approximately $3 and $5, respectively;
Household Products of approximately $14 and $25, respectively; and Corporate of approximately $1 and $1,
respectively. As certain headcount provides services to both segments, charges for severance and related benefits for
such headcount requires an allocation.

Consulting, program management and other exit costs of approximately $15 and $29, respectively, for the quarter and
six months ended March 31, 2014 would be allocated as follows: Personal Care of approximately $4 and $8,
respectively; and Household Products of approximately $10 and $20, respectively, and Corporate of approximately $1
and $1, respectively. Consulting, program management and other exit costs of approximately $14 and $26,
respectively, for the quarter and six months ended March 31, 2013 would be allocated as follows: Personal Care of
approximately $3 and $6, respectively; Household Products of approximately $9 and $17, respectively; and Corporate
of approximately $2 and $3, respectively.

Total project-to-date costs associated with the 2013 restructuring project are approximately $211, of which,
approximately $50 relates to non-cash asset impairment and accelerated depreciation charges, approximately $60
relates to severance and related benefit costs, and approximately $100 relates to consulting, program management and
other exit costs. Consulting, program management and other exit costs are inclusive of approximately $11 in certain
information technology enablement costs (included in SG&A) and approximately $7 in obsolescence charges
(included in Cost of products sold), both of which are considered part of the overall restructuring project.

15
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A summary of the remaining estimated costs for the 2013 restructuring plan is as follows. These amounts are inclusive
of the expanded scope initiatives described above. Total, as well as category ranges, are estimates.

Approximately $15-$30 related to plant closure and accelerated depreciation charges,
Approximately $30-$35 related to severance and related benefit costs,
Approximately $30-$35 related to consulting and program management, and
Approximately $30-$40 related to other restructuring related costs.

10
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Costs remaining associated with certain information technology enablement activities related to our restructuring
initiatives are approximately $10-$15. In addition, the Company expects to incur incremental capital expenditures of
$20-$30 over the next six months, related primarily to information technology enablement of certain restructuring
initiatives.

The following table summarizes the 2013 restructuring activities (excluding certain information technology
enablement and obsolescence charges related to the restructuring) for the first six months of fiscal 2014:

Utilized
October I, Charge to .1 Non-Cash March 31, 2014
2013 Income
Severance & Termination Related Costs $16.3 $10.9 $(19.8 )$— $7.4
Asset Impairment/Accelerated Depreciation — 7.2 — (7.2 )—
Other Related Costs 4.3 29.0 (17.1 )(2.6 )13.6
Total $20.6 $47.1 $(369 )$(9.8 )$21.0

Note 4 - Venezuela

Effective January 1, 2010 and continuing through the second fiscal quarter of 2014, the financial statements for our
Venezuela subsidiary are consolidated under the rules governing the translation of financial information in a highly
inflationary economy based on the use of the blended National Consumer Price Index in Venezuela. Under GAAP, an
economy is considered highly inflationary if the cumulative inflation rate for a three year period meets or exceeds 100
percent. If a subsidiary is considered to be in a highly inflationary economy, the financial statements of the subsidiary
must be re-measured into our reporting currency (U.S. dollar) and future exchange gains and losses from the
re-measurement of monetary assets and liabilities are reflected in current earnings, rather than exclusively in the
equity section of the balance sheet, until such times as the economy is no longer considered highly inflationary.

On February 13, 2013, the Venezuela government devalued the Bolivar Fuerte relative to the U.S. dollar. The revised
official exchange rate moved from 4.30 per U.S. dollar to an exchange rate of 6.30 per U.S. dollar. The Central
Government also suspended the alternate currency market administered by the central bank known as SITME that
made U.S. dollars available at a rate higher than the previous official rate, generally in the range of 5.50 per U.S.
dollar. In addition, the Venezuela government also established a new auction-based exchange rate market program,
referred to as SICAD. SICAD allows entities in specific sectors to bid for U.S. dollars to be used for specified import
transactions.

As a result of the devaluation noted above and the elimination of the SITME market, the Company valued its net
monetary assets at March 31, 2013 using the revised official rate of 6.30 per U.S. dollar. Thus, the Company recorded
a devaluation charge of approximately $6 for the quarter and six months ended March 31, 2013, due primarily to the
devaluation of local currency cash balances. This charge was included in Other financing items, net on the
Consolidated Statements of Earnings and Comprehensive Income (Condensed).

In fiscal 2014, the Company’s overall results in Venezuela are reflected in the Consolidated Financial Statements at the
official exchange rate equal to 6.30 per U.S. dollar.

On January 24, 2014, the Venezuelan government issued Exchange Agreement No. 25, which stated the rate of
exchange established in the most recent SICAD 1 auction will be used for payments related to international
investments, royalties and the use and exploitation of patents, trademarks, licenses, franchises and technology.

On March 10, 2014, the Venezuelan government announced the inception of the SICAD II program as an additional
mechanism to purchase foreign currency. The SICAD II program does not supersede the Cadivi/Cencoex System for

essential imports (currently at 6.30 per U.S. dollar) nor the SICAD I (equal to 10.70 per U.S. dollar) as of March 31,
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2014. Thus far, the Company has not utilized either SICAD auction system. We continue to monitor these situations,
including the impact restrictions may have on our future business operations. At this time, the Company is unable to
predict with any degree of certainty how recent and future developments in Venezuela will affect our Venezuela

operations.

11
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During the second fiscal quarter of 2014, the Company received payment at the 6.30 per U.S. dollar rate for personal
care products previously imported in accordance with the Non National Production Certificate (CNP) executed
between the Company and the Venezuela government. Subsequent to the quarter, in April 2014, we received a second
payment in accordance with the CNP at the 6.30 per U.S. dollar rate which covered both personal care and household
products that were previously imported.

At March 31, 2014, the Company had approximately $71 in net monetary assets in Venezuela at the official exchange
rate of 6.30 to one U.S. dollar. Depending on the ultimate transparency and liquidity of the SICAD I and II markets, it
is possible that the Company may need to remeasure a portion of its net monetary balances at a rate other than 6.30.
To the extent that the SICAD I or Il rates are higher than the official exchange rate at the time our net monetary
balances are remeasured, this could result in an additional devaluation charge, which could be material. In addition,
operating results translated using a rate higher than the official exchange rate of 6.30 to one U.S. dollar would result in
a reduction in earnings, which could be material.

Transactions executed through SICAD I auctions as of March 31, 2014 were at a rate of 10.70 Bolivares Fuertes to
one U.S. dollar. If the Company were to revalue at this rate, the estimated devaluation charge as compared to the
official exchange rate of 6.30 to one U.S. dollar would equal approximately $29.

Transactions executed through SICAD II auctions as of March 31, 2014 were at a rate of 49.81 Bolivares Fuertes to
one U.S. dollar. If the Company were to revalue at this rate, the estimated devaluation charge as compared to the
official exchange rate of 6.30 to one U.S. dollar would equal approximately $62.

Net sales of Venezuela represented 1.5% and 1.3% of consolidated net sales for the quarter and six months ended
March 31, 2014, respectively.

Note 5 — Share-based payments

Total compensation costs charged against income for the Company’s share-based compensation arrangements were
$9.0 and $17.3 for the quarter and six months ended March 31, 2014, respectively, and $8.2 and $14.5 for the quarter
and six months ended March 31, 2013, respectively, and were recorded in Selling, general and administrative expense
(SG&A). The total income tax benefit recognized in the Consolidated Statements of Earnings and Comprehensive
Income (Condensed) for share-based compensation arrangements was $3.4 and $6.5 for the quarter and six months
ended March 31, 2014, respectively, and $3.1 and $5.4 for the quarter and six months ended March 31, 2013,
respectively.

Restricted Stock Equivalents (RSE) - (In whole dollars and total shares)

In November 2013, the Company granted RSE awards to a group of key employees which included approximately
179,800 shares that vest ratably over four years or upon death or change of control. At the same time, the Company
granted two RSE awards to a group of key executives. One grant includes approximately 39,800 shares and vests, in
most cases, on the third anniversary of the date of grant or upon death or change of control. The second grant includes
approximately 238,600 shares, which vests on the date that the Company publicly releases its earnings for its 2016
fiscal year, contingent upon achievement of performance targets with respect to adjusted cumulative earnings before
interest taxes depreciation and amortization (EBITDA) and adjusted return on invested capital, weighted equally, and
subject to adjustment based on relative total shareholder return during the three year performance period based on a
relevant group of industrial and consumer goods companies. In addition, the terms of the performance awards provide
that the awards vest upon death and in some instances upon change of control and potential pro rata vesting for
retirement based on age and service requirements. The total performance awards expected to vest will be amortized
over the vesting period. The closing stock price on the date of the grant used to determine the award estimated fair
value was $101.56. The awards that are contingent upon achievement of performance targets have a 5% fair value
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premium added to the closing stock price on the date of the grant based on a simulation of outcomes under the relative
total shareholders' return metric required by the Accounting Standards Codification ("ASC") section 718.

12

20



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

Note 6 — Earnings per share

Basic earnings per share is based on the average number of common shares outstanding during the period. Diluted
earnings per share is based on the average number of shares used for the basic earnings per share calculation, adjusted
for the dilutive effect of stock options and restricted stock equivalents.

The following table sets forth the computation of basic and diluted earnings per share for the quarter and six months
ended March 31, 2014 and 2013, respectively.

(in millions, except per share data) Quarter Ended March 31, Six Months Ended March 31,
2014 2013 2014 2013

Numerator:

Net earnings for basic and dilutive earnings $98.5 $84.9 $206.4 $214.7

per share

Denominator:

Weighted-average shares - basic 62.0 62.1 62.3 62.0

Effect of dilutive securities:

Stock options 0.1 0.1 0.1 0.1

Restricted stock equivalents 0.5 0.8 0.4 0.7

Total dilutive securities 0.6 0.9 0.5 0.8

Weighted-average shares - diluted 62.6 63.0 62.8 62.8

Basic net earnings per share $1.59 $1.37 $3.31 $3.46

Diluted net earnings per share $1.57 $1.35 $3.29 $3.42

For the quarter and six months ended March 31, 2014, there were approximately 0.4 and 0.1, respectively, of the
Company's outstanding RSEs and stock options were not included in the diluted net earnings per share calculation,
because to do so would have been anti-dilutive. For the quarter and six months ended March 31, 2013, there were no
shares considered anti-dilutive. In the event that potentially dilutive securities are anti-dilutive on net earnings per
share (i.e., have the effect of increasing EPS because the exercise price is higher than the current share price), the
impact of the securities is not included in the computation.

Note 7 — Goodwill and intangibles, net
The following table sets forth goodwill by segment as of October 1, 2013 and March 31, 2014.

Household Personal

Products Care Total
Balance at October 1, 2013 $37.2 $1,438.6 $1,475.8
Feminine care acquisition — 28.0 28.0
Cumulative translation adjustment 0.2 (1.7 ) (1.5 )
Balance at March 31, 2014 $37.4 $1,464.9 $1,502.3
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Total amortizable intangible assets at March 31, 2014 are as follows:

Gross Accumulated Net
Carrying Amount Amortization
To be amortized:
Tradenames/Brands $19.0 $13.2 $5.8
Technology and patents 78.7 60.2 18.5
Customer-related/Other 169.8 62.7 107.1
Total amortizable intangible assets $267.5 $136.1 $131.4

The Company had indefinite-lived intangible assets of $1,735.8 ($1,654.2 in Personal Care and $81.6 in Household
Products) at March 31, 2014, an increase of $31.9 from September 30, 2013 due to the feminine care acquisition of
$30.2 and changes in foreign currency translation rates. Estimated amortization expense for amortizable intangible
assets for the remainder of fiscal 2014 and the years ending September 30, 2015, 2016, 2017, 2018 and 2019 is
approximately $8.7, $15.9, $15.9, $15.6, $8.1 and $6.8, respectively, and $60.4 thereafter.

Goodwill and intangible assets deemed to have an indefinite life are not amortized, but reviewed annually for
impairment of value or when indicators of a potential impairment are present. The Company continuously monitors
changing business conditions, which may indicate that the remaining useful life of goodwill and other intangible
assets may warrant revision or carrying amounts may require adjustment. As part of the fiscal 2013 testing, no
impairment was indicated. However, the indicated fair values resulting from the Company's discounted cash flow
analysis for two brands, Playtex and Wet Ones, were relatively close to the carrying values of approximately 107%
(approximately $650) for the Playtex brand and approximately 109% of the carrying value (approximately $200) for
the Wet Ones brand. Key assumptions included in the testing of these brand values were a discount rate of 7.5% and a
terminal growth rate of 2.0%. As of March 31, 2014, there were no events or circumstances that were considered to be
potential indicators of impairment for goodwill or the indefinite-lived intangible assets. As in the past, the Company
plans to complete its annual testing for fiscal 2014 in the fourth fiscal quarter, in conjunction with the completion of
the annual planning cycle.

The acquired goodwill and intangible assets related to the feminine care acquisition have been included in the
disclosures above. For purposes of the allocation, the fair values of the identifiable intangible assets were estimated
using various valuation methods including discounted cash flows using both an income and cost approach. See Note 2
to the Condensed Financial Statements for further information on the feminine care acquisition valuation.

Note 8 — Pension plans and other postretirement benefits

The Company has several defined benefit pension plans covering substantially all of its employees in the United
States (U.S.) and certain employees in other countries. The plans provide retirement benefits based on years of service
and on earnings. In the first quarter of fiscal 2013, the Company approved and communicated changes to its U.S.
pension plan, which is the most significant of the Company's pension obligations. Effective January 1, 2014, the
pension benefit earned to date by active participants under the legacy Energizer U.S. pension plan were frozen and
future service benefits are no longer being accrued under this retirement program. For the six months ended March 31,
2013, the Company recorded a non-cash, pre-tax curtailment gain of $37.4 ($23.5 after-tax) as a result of this plan
change. The pension curtailment gain was reported on a separate line in the Consolidated Statements of Earnings and
Comprehensive Income (Condensed).

In the fourth quarter of fiscal 2013, the Company finalized and communicated a decision to discontinue certain
post-retirement medical and life insurance benefits in the U.S. The communication was provided to all eligible
participants of the impacted plans and advised that the Company would discontinue all benefits associated with the
impacted plans effective December 31, 2013.
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The Company also sponsors or participates in a number of other non-U.S. pension arrangements, including various
retirement and termination benefit plans, some of which are required by local law or coordinated with
government-sponsored plans, which are not significant in the aggregate and, therefore, are not included in the
information presented below.

As a result of the feminine care acquisition, the Company assumed certain pension and post-retirement obligations of
approximately $20 related to the plans in place at the manufacturing plant in Montreal, Canada.

The Company’s net periodic benefit cost for these plans are as follows:

Pension
Quarter Ended March 31, Six Months Ended March 31,
2014 2013 2014 2013
Service cost $3.4 $6.8 $7.1 $13.8
Interest cost 13.5 12.1 27.3 244
Expected return on plan assets (17.0 ) (16.8 ) (34.5 ) (33.8 )
Amortization of prior service cost — — — 0.4 )
Amortization of unrecognized net loss 4.6 7.2 9.3 14.6
Settlement charge — 0.1 0.1 0.1
Curtailment gain — — — (37.4 )
Net periodic benefit cost $4.5 $9.4 $9.3 $(18.7 )
Postretirement
Quarter Ended March 31, Six Months Ended March 31,
2014 2013 2014 2013
Service cost $0.4 $— $0.9 $0.2
Interest cost 0.2 04 04 0.7
Amortization of prior service cost — (1.0 ) — (1.9 )
Amortization of unrecognized net gain — (0.5 ) — (1.0 )
Net periodic benefit cost $0.6 $(1.1 ) $1.3 $2.0 )

As previously disclosed in the third quarter of fiscal 2013, the Company identified an error in how the pension
curtailment transactions were recorded in the period ended December 31, 2012. Presentation of amounts were
corrected in the third quarter of fiscal 2013. The correction related solely to the reported amount of previously
reported Comprehensive Income and had no impact on previously reported consolidated earnings before income taxes,
net earnings, earnings per share or consolidated cash flows for any periods presented during fiscal 2013. The
Company assessed the materiality of this item on previously issued interim financial statements for fiscal 2013 in
accordance with SEC Staff Accounting Bulletin No. 99 and No. 108, and concluded that the corrections were not
material to the Condensed Consolidated Financial Statements for the second quarter of fiscal 2013. The Consolidated
Statements of Earnings and Comprehensive Income (Condensed) and the Guarantor and Non-Guarantor Financial
Information for the period ended March 31, 2013 included herein has been revised. Comprehensive income as
previously reported and as revised for the six months ended March 31, 2013 was $217.6 and $194.1, respectively.

Note 9 — Debt
Notes payable at March 31, 2014 and September 30, 2013 consisted of notes payable to financial institutions with

original maturities of less than one year of $225.3 and $99.0, respectively, and had a weighted-average interest rate of
2.6% and 3.6%, respectively.
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The detail of long-term debt for the dates indicated is as follows:

March 31, September 30,
2014 2013

I;(r)ll\/;te Placement, fixed interest rates ranging from 5.2% to 6.6%, due 2014 to $1.040.0 $1.040.0

Senior Notes, fixed interest rate of 4.7%, due 2021 600.0 600.0

Senior Notes, fixed interest rate of 4.7%, due 2022, net of discount 498.9 498.8

Total long-term debt, including current maturities 2,138.9 2,138.8

Less current portion 220.0 140.0

Total long-term debt $1,918.9 $1,998.8

The Company’s total borrowings were $2,364.2 at March 31, 2014, including $225.3 tied to variable interest rates. The
Company maintains total committed debt facilities of $2,734.2. The Company's Amended and Restated Revolving
Credit Agreement, which matures in 2016, currently provides for revolving credit loans and the issuance of letters of
credit in an aggregate amount of up to $450. The Company had $80.0 outstanding borrowings under our revolving
credit facility, and $357.8 available as of March 31, 2014, taking into account outstanding borrowings and $12.2 of
outstanding letters of credit.

Advances under the Company's $200 receivables securitization program, as amended, are not considered debt for
purposes of the Company’s debt compliance covenants, but are included in total debt on the balance sheet. At March
31, 2014, there was $122.5 outstanding under this facility.

In addition, the Company had outstanding international borrowings, recorded within Notes payable, of $22.8 as of
March 31, 2014.

Under the terms of the Company’s credit agreement, the ratio of the Company’s indebtedness to its earnings before
interest taxes depreciation and amortization (EBITDA), as defined in the agreement and detailed below, cannot be
greater than 4.0 to 1, and may not remain above 3.5 to 1 for more than four consecutive quarters. If and so long as the
ratio is above 3.5 to 1 for any period, the Company is required to pay additional interest expense for the period in
which the ratio exceeds 3.5 to 1. The interest rate margin and certain fees vary depending on the indebtedness to
EBITDA ratio. Under the Company’s private placement note agreements, indebtedness to EBITDA may not be greater
than 4.0 to 1; if the ratio is above 3.5 to 1 for any quarter, the Company is required to pay additional interest on the
private placement notes of 0.75% per annum for each quarter until the ratio is reduced to not more than 3.5 to 1. In
addition, under the credit agreement, the ratio of its current year earnings before interest and taxes (EBIT), as defined
in the agreement, to total interest expense must exceed 3.0 to 1. Under the credit agreement, EBITDA is defined as net
earnings, as adjusted to add-back interest expense, income taxes, depreciation and amortization, all of which are
determined in accordance with GAAP. In addition, the credit agreement allows certain non-cash charges such as stock
award amortization and asset write-offs including, but not limited to, impairment and accelerated depreciation, to be
“added-back” in determining EBITDA for purposes of the indebtedness ratio. Severance and other cash charges incurred
as a result of restructuring and realignment activities as well as expenses incurred in acquisition integration activities
are included as reductions in EBITDA for calculation of the indebtedness ratio. In the event of an acquisition,
EBITDA is calculated on a pro forma basis to include the trailing twelve-month EBITDA of the acquired company or
brands. Total debt is calculated in accordance with GAAP, but excludes outstanding borrowings under the receivable
securitization program. EBIT is calculated in a fashion identical to EBITDA except that depreciation and amortization
are not “added-back”. Total interest expense is calculated in accordance with GAAP.

The Company’s ratio of indebtedness to its EBITDA was 2.4 to 1, and the ratio of its EBIT to total interest expense
was 6.0 to 1, as of March 31, 2014. In addition to the financial covenants described above, the credit agreements and
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the note purchase agreements contain customary representations and affirmative and negative covenants, including
limitations on liens, sales of assets, subsidiary indebtedness, mergers and similar transactions, changes in the nature of
the business of the Company and transactions with affiliates. If the Company fails to comply with the financial
covenants referred to above or with other requirements of the credit agreement or private placement note agreements,
the lenders would have the right to accelerate the maturity of the debt. Acceleration under one of these facilities would
trigger cross defaults on other borrowings.
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Aggregate maturities of long-term debt, including current maturities, at March 31, 2014 are as follows: $220.0 in one
year, $220.0 in two years, $290.0 in three years, $310.0 in four years, zero in five years and $1,100.0 thereafter. At
this time, the Company intends to repay only scheduled debt maturities over the course of the next fiscal year.

At March 31, 2014, substantially all of the Company's cash balances were located outside the U.S. Given our
extensive international operations, a significant portion of our cash is denominated in foreign currencies. We manage
our worldwide cash requirements by reviewing available funds among the many subsidiaries through which we
conduct our business and the cost effectiveness with which those funds can be accessed. The repatriation of cash
balances from certain of our subsidiaries could have adverse tax consequences or be subject to regulatory capital
requirements; however, those balances are generally available without legal restrictions to fund ordinary business
operations. U.S. income taxes have not been provided on certain undistributed earnings of international subsidiaries.
Our intention is to reinvest these earnings outside the U.S. indefinitely.

The counterparties to deposits consist of a number of major financial institutions. The Company consistently monitors
positions with, and credit ratings of, counterparties both internally and by using outside ratings agencies.

Note 10 — Shareholders' Equity

Beginning in September 2000, the Company’s Board of Directors has approved a series of resolutions authorizing the
repurchase of shares of Energizer common stock, with no commitments by the Company to repurchase such shares.
On April 30, 2012, the Board of Directors approved the repurchase of up to ten million shares. During the second
fiscal quarter, the Company repurchased one million shares of the Company's common stock, exclusive of a small
number of shares related to the net settlement of certain stock awards for tax withholding purposes, for a total cost of
approximately $94.4. All shares were purchased in the open market under the Company's current authorization from
its Board of Directors. The Company has approximately five million shares remaining under the above noted Board
authorization to repurchase its common stock in the future. Future share repurchases, if any, would be made on the
open market, privately negotiated transactions or otherwise, in such amounts and at such times as the Company deems
appropriate based upon prevailing market conditions, business needs and other factors.

On January 27, 2014, the Company's Board of Directors declared a dividend for the second quarter of fiscal 2014 of
$0.50 per share of Common Stock, which was paid on March 12, 2014. The dividend paid totaled $30.8.

Subsequent to the quarter, on April 28, 2014, the Company's Board of Directors declared a dividend for the second
quarter of fiscal 2014 of $0.50 per share of Common Stock, which will be paid on June 11, 2014 and is expected to be
approximately $31.

Note 11 — Financial Instruments and Risk Management

At times, the Company enters into contractual arrangements (derivatives) to reduce its exposure to foreign currency,
interest rate and commodity price risks. The section below outlines the types of derivatives that existed at March 31,
2014 and September 30, 2013, as well as the Company’s objectives and strategies for holding derivative instruments.

Commodity Price Risk The Company uses raw materials that are subject to price volatility. At times, the Company
has used, and may in the future use, hedging instruments to reduce exposure to variability in cash flows associated
with future purchases of certain materials and commodities. At March 31, 2014, there were no open derivative or
hedging instruments for future purchases of raw materials or commodities.

Foreign Currency Risk A significant share of the Company’s sales are tied to currencies other than the U.S. dollar, the
Company’s reporting currency. As such, a weakening of currencies relative to the U.S. dollar can have a negative

impact to reported earnings. Conversely, strengthening of currencies relative to the U.S. dollar can improve reported
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results. The primary currencies to which the Company is exposed include the Euro, the Japanese Yen, the British
pound, the Canadian dollar and the Australian dollar.

Additionally, the Company’s foreign subsidiaries enter into internal and external transactions that create non-functional
currency balance sheet positions at the foreign subsidiary level. These exposures are generally the result of
intercompany purchases, intercompany loans and to a lesser extent, external purchases, and are revalued in the foreign
subsidiary’s local currency at the end of each period. Changes in the value of the non-functional currency balance sheet
positions in relation to the foreign subsidiary’s local currency results in an exchange gain or loss recorded in Other
financing items, net on the Consolidated Statements of Earnings and Comprehensive Income (Condensed). The
primary currency to which the Company’s foreign subsidiaries are exposed is the U.S. dollar.

Venezuela Currency Risk See Note 4 to the Condensed Financial Statements for further information on Venezuela
currency risk.

Interest Rate Risk The Company has interest rate risk with respect to interest expense on variable rate debt. At March
31, 2014, the Company had $225.3 of variable rate debt outstanding, which was primarily outstanding borrowings
under the Company's receivable securitization program and its Revolving Credit Agreement.

Cash Flow Hedges At March 31, 2014, the Company maintains a cash flow hedging program related to foreign
currency risk. These derivative instruments have a high correlation to the underlying exposure being hedged and have
been deemed highly effective for accounting purposes in offsetting the associated risk.

The Company enters into a series of forward currency contracts to hedge the cash flow uncertainty of forecasted
inventory purchases due to currency fluctuations. These transactions are accounted for as cash flow hedges. At March
31, 2014 and September 30, 2013, the Company had an unrealized pre-tax gain on these forward currency contracts
accounted for as cash flow hedges of zero and $1.5, respectively, included in Accumulated other comprehensive loss
on the Consolidated Balance Sheets (Condensed). Assuming foreign exchange rates versus the U.S. dollar remain at
March 31, 2014 levels over the next twelve months, approximately $0.1 of the pre-tax gain included in Accumulated
other comprehensive loss at March 31, 2014, is expected to be included in earnings. Contract maturities for these
hedges extend into fiscal year 2015. There were 78 open foreign currency contracts at March 31, 2014 with a total
notional value of approximately $303.

Derivatives not Designated in Hedging Relationships The Company holds a share option with a major financial
institution to mitigate the impact of changes in certain of the Company’s deferred compensation liabilities, which are
tied to the Company’s common stock price. The contract is renewed on an annual basis and will expire again in
November 2014. Period activity related to the share option is classified in the same category in the cash flow
statement as the period activity associated with the Company’s deferred compensation liability, which is cash flow
from operations.

The Company enters into foreign currency derivative contracts which are not designated as cash flow hedges for
accounting purposes to hedge balance sheet exposures. Any gains or losses on these contracts are expected to be offset
by exchange gains or losses on the underlying exposures, thus they are not subject to significant market risk. The
change in estimated fair value of the foreign currency contracts for the quarter and six months ended March 31, 2014
resulted in income of $1.9 and $10.7, respectively, and income of $1.9 and $2.2 for the quarter and six months ended
March 31, 2013, respectively and was recorded in Other financing items, net on the Consolidated Statements of
Earnings and Comprehensive Income (Condensed). There were 15 open foreign currency derivative contracts which
are not designated as cash flow hedges at March 31, 2014, with a total notional value of approximately $285.

The following table provides estimated fair values as of March 31, 2014 and September 30, 2013, and the amounts of
gains and losses on derivative instruments classified as cash flow hedges for the quarter and six months ended March

31,2014 and 2013.
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For the Quarter Ended For the Six Months Ended
AtMarch 31,2014 1o reh 31, 2014 March 31, 2014
Gain/(Loss) Gain/(Loss)
. . Estimated Fair Gain/(Loss) Reclassified Gain/(Loss) Reclassified
Derivatives designated as Cash . . . .
Flow Hedging Relationships Vglug, ‘Asset Recogmzed From OCI 1nt9 Recogmzed From OCI 1ntq
(Liability) (1) (2) in OCI (3) Income(Effectivein OCI (3)  Income(Effective
Portion) (4) (5) Portion) (4) (5)
Foreign currency contracts $— $(1.2 ) $ 26 $34 $ 49
Total $— $(1.2 ) $ 2.6 $3.4 $ 49
At September 30, For the Quarter Ended For the Six Months Ended
2013 March 31, 2013 March 31, 2013
Gain/(Loss) Gain/(Loss)
. . Estimated Fair Gain/(Loss) Reclassified Gain/(Loss) Reclassified
Derivatives designated as Cash . . . .
Flow Hedging Relationships Vglug, ‘Asset Recogmzed From OCI 1ntq Recogmzed From OCI 1ntq
(Liability) (1) (2) in OCI (3) Income(Effectivein OCI (3)  Income(Effective
Portion) (4) (5) Portion) (4) (5)
Foreign currency contracts $1.5 $11.2 $ 05 $17.9 $ (0.5 )
Interest rate contracts — — — — (0.3 )
Total $1.5 $11.2 $ 0.5 $17.9 $ (0.8 )

(1) All derivative assets are presented in other current assets or other assets.

(2) All derivative liabilities are presented in other current liabilities or other liabilities.

(3)OCl is defined as other comprehensive income.

) Gain/(Loss) reclassified to Income was recorded as follows: Foreign currency contracts in Other financing items,
net.

( 5)Each of these derivative instruments had a high correlation to the underlying exposure being hedged for the periods
indicated and had been deemed highly effective in offsetting associated risk.

The following table provides estimated fair values as of March 31, 2014 and September 30, 2013, and the amounts of

gains and losses on derivative instruments not classified as cash flow hedges for the quarter and six months ended

March 31, 2014 and 2013, respectively.

For the Quarter Ended  For the Six Months Ended
At March 31,2014 March 31, 2014 March 31, 2014

Derivatives not designated as Estimated Fair Value Asset Gain/(Loss) Recognized Gain/(Loss) Recognized in

E:ls:ﬁ?s:giiedgmg (Liability) in Income (1) Income (1)
Share option $(1.5 ) $(2.2 ) $5.2
Foreign currency contracts 7.1 1.9 10.7

Total $5.6 $(0.3 ) $15.9

For the Quarter Ended  For the Six Months Ended
AtSeptember 30, 2013 1ok 31, 2013 March 31, 2013

Derivatives not designated as Estimated Fair Value Asset Gain/(Loss) Recognized Gain/(Loss) Recognized in

E:ls:ﬁ?s:giiedgmg (Liability) in Income (1) Income (1)

Share option $7.7 $14.7 $18.5

Commodity contracts — — (1.9 )
Foreign currency contracts 3.2 ) 1.9 2.2

Total $4.5 $16.6 $18.8

(1)
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Gain/(Loss) recognized in Income was recorded as follows: Share option in Selling, general and administrative
expense and foreign currency contracts in Other financing items, net.

The Company has the following recognized financial assets and financial liabilities resulting from those transactions
that meet the scope of the disclosure requirements as necessitated by applicable accounting guidance for balance sheet
offsetting:

Offsetting of derivative assets

At March 31, 2014 At September 30, 2013
Gross Net amounts Gross Net amounts
Gross Gross
amounts of assets amounts of assets
Lo Balance Sheet amounts of . . amounts of . )
Description location recoenized offset in the presented in recoenized offset in the presented in
assefs Balance the Balance assetg;, Balance the Balance
Sheet Sheet Sheet Sheet
Foreign Other Current
Currency Assets, Other $14.5 $(0.3 ) $14.2 $7.3 $(0.6 ) $6.7

Contracts Assets

Offsetting of derivative liabilities

At March 31, 2014 At September 30, 2013
Gross Net amounts Gross Net amounts
Gross e Gross s
amounts of liabilities amounts of liabilities
L Balance Sheet amounts of . . amounts of . )
Description . . offset in the presented in . offset in the presented in
location recognized recognized
liabilities Balance the Balance liabilities Balance the Balance
Sheet Sheet Sheet Sheet
) Other Current
Foreign Liabilities
Currency Other ’ $7.7 $(0.6 ) $7.1 $8.6 $(0.2 ) $8.4
Contracts e erels
Liabilities

The net amounts of derivative assets and liabilities are reconciled to the individual line item amounts presented in the
Consolidated Balance Sheet (Condensed).

Fair Value Hierarchy Accounting guidance on fair value measurements for certain financial assets and liabilities
requires that assets and liabilities carried at fair value be classified in one of the following three categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities.
Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data.

Level 3: Unobservable inputs reflecting the reporting entity’s own assumptions or external inputs from inactive
markets.

Under the fair value accounting guidance hierarchy, an entity is required to maximize the use of quoted market prices
and minimize the use of unobservable inputs. The following table sets forth the Company’s financial assets and
liabilities, which are carried at fair value, as of March 31, 2014 and September 30, 2013 that are measured on a
recurring basis during the period, segregated by level within the fair value hierarchy:
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Level 2
March 31, September 30,
2014 2013
Assets/(Liabilities) at estimated fair value:
Deferred Compensation $(156.5 ) $(167.6 )
Derivatives - Foreign Currency Contracts 7.1 (1.7 )
Share Option (1.5 ) 1.7
Net Liabilities at estimated fair value $(150.9 ) $(161.6 )

At March 31, 2014 and September 30, 2013, the Company had no level 1 or level 3 financial assets or liabilities.

At March 31, 2014 and September 30, 2013, the fair market value of fixed rate long-term debt was $2,277.2 and
$2,262.3, respectively, compared to its carrying value of $2,138.9 and $2,138.8, respectively. The estimated fair value
of the long-term debt is estimated using yields obtained from independent pricing sources for similar types of
borrowing arrangements. The estimated fair value of fixed rate long-term debt has been determined based on level 2
inputs.

Due to the nature of cash and cash equivalents and short-term borrowings, including notes payable, carrying amounts
on the balance sheets approximate fair value. The estimated fair value of cash and cash equivalents and short-term
borrowings have been determined based on level 2 inputs.

At March 31, 2014, the estimated fair value of foreign currency contracts, is the amount that the Company would
receive or pay to terminate the contracts, considering first, quoted market prices of comparable agreements, or in the
absence of quoted market prices, such factors as interest rates, currency exchange rates and remaining maturities. The
estimated fair value of the deferred compensation liability is determined based upon the quoted market prices of the
Energizer Common Stock Unit Fund as well as other investment options that are offered under the plan.

16
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Note 12 — Accumulated Other Comprehensive (Loss)/Income

Effective October 1, 2013, the FASB issued a new ASU on reporting amounts reclassified out of accumulated other
comprehensive income. The standard requires that public companies present information about reclassification
adjustments from accumulated other comprehensive income in their interim and annual financial statements in a single
note or on the face of the financial statements or cross reference to the related footnote for additional information.

The following table presents the changes in accumulated other comprehensive income (AOCI), net of tax by
component:

Translation Pen§ l(.)n/POStretlrememHedging Activity Total
. Activity
Adjustments
Balance at September 30,2013 $4.8 $(178.2 )$0.5 $(172.9 )
OCI before reclassifications 1.3 — (3.6 )(2.3 )
Reclassifications to earnings — 6.1 2.7 8.8
Balance at March 31, 2014 $6.1 $(172.1 )$(0.4 )$(166.4 )

The following table presents the reclassifications out of AOCI:

For the Quarter Ended For the Six Months
March 31. 2014 Ended March 31,
’ 2014
Amount Reclassified Amount Affected Line Item in the
Details of AOCI Components from AOCI (1) Reclassified Consolidated Statements of
from AOCI (1) Earnings
Gains and losses on cash flow hedges
Foreign exchange contracts $2.6 $4.9 Other financing items, net
2.6 4.9 Total before tax
(1.1 ) 2.2 ) Tax (expense)/benefit
$1.5 $2.7 Net of tax
Amortization of defined benefit
pension/postretirement items
Actuarial losses 4.6 9.3 )
Curtailment gain — 0.1 )
4.6 9.4 Total before tax
(1.6 ) (3.3 ) Tax (expense)/benefit
$3.0 $6.1 Net of tax
Total reclassifications for the period $4.5 $8.8 Net of tax

(1) Amounts in parentheses indicate debits to profit/loss.
(2)These AOCI components are included in the computation of net periodic benefit cost (see Note 8 for further
details).

Note 13 — Supplemental Financial Statement Information

March 31, September 30,
2014 2013
Inventories
Raw materials and supplies $96.9 $95.2
Work in process 128.0 150.2
Finished products 396.2 370.9
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Total inventories $621.1 $616.3
Other Current Assets

Miscellaneous receivables $103.5 $56.7
Deferred income tax benefits 209.4 211.7
Prepaid expenses 93.8 87.5
Value added tax collectible from customers 54.3 57.6
Share option — 7.7
Income taxes receivable 57.7 31.1
Other 21.9 20.9
Total other current assets $540.6 $473.2
Property, Plant and Equipment

Land $45.1 $39.1
Buildings 300.7 283.9
Machinery and equipment 1,828.6 1,799.2
Construction in progress 54.8 63.7
Total gross property 2,229.2 2,185.9
Accumulated depreciation (1,442.3 )(1,430.3 )
Total property, plant and equipment, net $786.9 $755.6
Other Current Liabilities

Accrued advertising, sales promotion and coupons $94.4 $93.1
Accrued trade allowances 91.4 100.3
Accrued salaries, vacations and incentive compensation 70.7 112.0
Returns reserve 23.7 49.8
2013 restructuring reserve 21.5 20.6
Other 237.4 198.2
Total other current liabilities $539.1 $574.0
Other Liabilities

Pensions and other retirement benefits $325.5 $315.9
Deferred compensation 156.8 167.8
Deferred income tax liabilities 572.6 541.7
Other non-current liabilities 87.4 86.2
Total other liabilities $1,142.3 $1,111.6

See Note 2 for a summary of the valuation of assets acquired and liabilities assumed in the feminine care acquisition.

Note 14 — Recently issued accounting pronouncements

No new accounting pronouncements issued during the quarter are expected to have a material impact on the

Consolidated Financial Statements.

Note 15 — Legal Proceedings/Contingencies

The Company and its subsidiaries are parties to a number of legal proceedings in various jurisdictions arising out of
the operations of the Company's businesses. Many of these legal matters are in preliminary stages and involve
complex issues of law and fact, and may proceed for protracted periods of time. The amount of liability, if any, from
these proceedings cannot be determined with certainty. However, based upon present information, the Company
believes that its liability, if any, arising from such pending legal proceedings, asserted legal claims and known
potential legal claims which are likely to be asserted, are not reasonably likely to be material to the Company's
financial position, results of operations, or cash flows, taking into account established accruals for estimated liabilities.

Note 16 — Guarantor and Non-Guarantor Financial Information - (Unaudited)

The Company's notes issued in May 2011 and May 2012 (collectively the "Notes") are fully and unconditionally
guaranteed on a joint and several basis by the Company's existing and future direct and indirect domestic subsidiaries
that are guarantors of any of the Company's credit agreements or other indebtedness for borrowed money (the
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“Guarantors”). The Guarantors are 100% owned either directly or indirectly by the Company and jointly and severally
guarantee the Company's obligations under the Notes and substantially all of the Company's other outstanding
indebtedness. The Company's subsidiaries organized outside of the U.S. and certain domestic subsidiaries, which are
not guarantors of any of the Company's other indebtedness, (collectively, the “Non-Guarantors”) do not guarantee the
Notes. The subsidiary guarantee with respect to the Notes is subject to release upon sale of all of the capital stock of
the Subsidiary Guarantor; if the guarantee under the Company's credit agreements and other indebtedness for
borrowed money is released or discharged (other than due to payment under such guarantee); or when the
requirements for legal defeasance are satisfied or the obligations are discharged in accordance with the indenture.

Set forth below are the condensed consolidating financial statements presenting the results of operations, financial
position and cash flows of the Parent Company (Energizer Holdings, Inc.), the Guarantors on a combined basis, the
Non-Guarantors on a combined basis and eliminations necessary to arrive at the information for the Company as
reported, on a consolidated basis. Eliminations represent adjustments to eliminate investments in subsidiaries and
intercompany balances and transactions between or among the Parent Company, the Guarantor and the Non-Guarantor
subsidiaries. In addition, the Company has revised certain elements of its previously filed consolidating statements as
shown in the tables and revisions presented below.

Consolidated Statements of Earnings (Condensed)
For the Quarter Ended March 31, 2014

Parent Guarantors Non-Guarantors Eliminations Total

Company
Net Sales $— $659.5 $ 582.8 $(179.9 )$1,062.4
Cost of products sold — 392.9 340.5 (179.3 )554.1
Gross Profit — 266.6 242.3 (0.6 )508.3
Selling, general and administrative expense — 99.6 100.9 0.3 )200.2
Advertising and sales promotion expense — 48.3 48.9 (0.1 )97.1
Research and development expense — 22.2 0.5 — 22.7
2013 restructuring — 14.6 8.1 — 22.7
Interest expense 30.3 — 1.0 — 31.3
Intercompany interest (income)/expense (29.7 )29.8 — (0.1 )—
Other financing expense/(income) — 0.2 (1.7 ) — (1.5 )
Intercompany service fees — 2.0 (1.9 ) (0.1 )—
Equity in earnings of subsidiaries (99.6 )(67.4 )— 167.0 —
Earnings before income taxes 99.0 117.3 86.5 (167.0 )135.8
Income taxes 0.5 19.5 17.3 — 37.3
Net earnings $98.5 $97.8 $ 69.2 $(167.0 )$98.5
Statement of Comprehensive Income:
Net Earnings $98.5 $97.8 $ 69.2 $(167.0 )$98.5
Other comprehensive income/(loss), net of tax 2.1 1.3 0.4 ) (0.9 )2.1
Total comprehensive income $100.6 $99.1 $ 68.8 $(167.9 )$100.6

Consolidated Statements of Earnings (Condensed)
For the Six Months Ended March 31, 2014

Parent Guarantors  Non-Guarantors Eliminations Total
Company
Net Sales $— $1,285.7 $ 1,226.2 $(335.6 )$2,176.3
Cost of products sold — 782.7 706.6 (333.1 )1,156.2
Gross Profit — 503.0 519.6 2.5 )1,020.1
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Selling, general and administrative expense
Advertising and sales promotion expense
Research and development expense

2013 restructuring

Interest expense

Intercompany interest (income)/expense
Other financing expense/(income)
Intercompany service fees

Equity in earnings of subsidiaries
Earnings before income taxes

Income taxes

Net earnings

Statement of Comprehensive Income:
Net Earnings

60.4
(59.3

(209.0
207.9
1.5
$206.4

$206.4

Other comprehensive income/(loss), net of tax6.5

Total comprehensive income

Net Sales
Cost of products sold
Gross Profit

Selling, general and administrative expense
Advertising and sales promotion expense
Research and development expense

2013 restructuring

Interest expense

Intercompany interest (income)/expense
Other financing expense

Intercompany dividends/service fees
Equity in earnings of subsidiaries
Earnings before income taxes

Income taxes

Net earnings

Statement of Comprehensive Income:
Net Earnings

$212.9

200.8
93.1
43.6
323
)59.4
0.3
4.1
)(167.6
237.0
33.2
$203.8

$203.8
0.6
$203.2

203.2
85.2
1.0
14.8
2.1
(3.8
(4.0
)—
221.1
48.3
$172.8

$172.8
)L.5
$ 1743

0.3
0.2

0.1

) —

) (0.1
376.6
(378.4
(1.8
$(376.6

$(376.6
0.9
$(377.5

Consolidated Statements of Earnings (Condensed)

For the Quarter Ended March 31, 2013

Parent
Company
$—

31.5
(31.0

(86.1
85.6
0.7
$84.9

$84.9

Other comprehensive (loss)/income, net of tax (19.1

Total comprehensive income

Net Sales

$65.8

Guarantors

$668.7
383.9
284.8

105.1
52.8
24.8
28.1
)30.9
0.3
39
)(53.8
92.7
10.2
$82.5

$82.5
) (6.1
$76.4

Non-Guarantors Eliminations

$ 561.6
315.8
245.8

104.8
50.1
9.3
1.3
0.1
10.0
3.9
)—
74.1
16.7
$ 57.4

$ 57.4
)(22.1
$ 353

$(134.4
(1345
0.1

0.4

139.9
(1394
0.5
$(139.9

$(139.9
) 28.2
$(111.7

Consolidated Statements of Earnings (Condensed)
For the Six Months Ended March 31, 2013

Parent
Company
$—

Guarantors

$1,359.6

Non-Guarantors Eliminations

$ 1,202.0

$(273.2

)403.7
)178.1
44.6
47.1
62.5
)—
3.5 )
)—
)287.6
)81.2
)$206.4

)$206.4
)6.5
)$212.9

Total

)$1,095.9
)565.2
530.7

209.9
)102.5
24.8
374
32.8
10.3

)113.0
28.1
)$84.9

)$84.9
(19.1 )
)$65.8

Total
)$2,288.4
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Cost of products sold — 797.4 673.0 (274.3 )1,196.1
Gross Profit — 562.2 529.0 1.1 1,092.3
Selling, general and administrative expense — 194.7 215.7 — 4104
Advertising and sales promotion expense — 100.3 97.4 0.4 )197.3
Research and development expense — 49.3 0.1 — 49.4
2013 restructuring — 72.6 13.8 — 86.4
Pension curtailment — (374 )— — (37.4
Interest expense 63.5 — 2.8 — 66.3
Intercompany interest (income)/expense (62.3 )62.3 — — —
Other financing expense — 2.5 15.7 — 18.2
Intercompany dividends/service fees — 8.3 (8.3 ) — —
Equity in earnings of subsidiaries (217.6 )(137.4 )— 355.0 —
Earnings before income taxes 216.4 247.0 191.8 (353.5 )301.7
Income taxes 1.7 39.0 44.8 1.5 87.0
Net earnings $214.7 $208.0 $ 147.0 $(355.0 )$214.7
Statement of Comprehensive Income:

Net Earnings $214.7 $208.0 $ 147.0 $(355.0 )$214.7
Other comprehensive (loss)/income, net of tax (20.6 )(16.7 )(3.4 ) 20.1 (20.6
Total comprehensive income $194.1 $191.3 $ 143.6 $(334.9 )$194.1

Consolidated Balance Sheets (Condensed)
March 31, 2014

Parent Guarantors  Non-Guarantors Eliminations Total
Company
Assets
Current Assets
Cash and cash equivalents $5.0 $9.1 $ 977.6 $— $991.7
Trade receivables, net (a) — 7.5 450.2 — 457.7
Inventories — 341.7 316.2 (36.8 )621.1
Other current assets 66.3 279.5 211.5 (16.7 )540.6
Total current assets 71.3 637.8 1,955.5 (53.5 )2,611.1
Investment in subsidiaries 7,222.9 2,083.3 — (9,306.2 )—
Intercompany receivables, net (b) — 4,270.8 344 .4 (4,615.2 )—
Intercompany notes receivable (b) 2,180.3 4.1 — (2,184.4 )—
Property, plant and equipment, net — 431.6 355.3 — 786.9
Goodwill — 1,086.6 415.7 — 1,502.3
Other intangible assets, net — 1,660.6 206.6 — 1,867.2
Other assets 9.2 34.2 594 — 102.8
Total assets $9,483.7 $10,209.0 $ 3,336.9 $(16,159.3 )$6,870.3
Current liabilities $344.8 $394.2 $ 579.1 $(27.4 )$1,290.7
Intercompany payables, net (b) 4,615.2 — — (4,615.2 )—
Intercompany notes payable (b) — 2,180.3 4.1 (2,184.4 )—
Long-term debt 1,918.9 — — — 1,918.9
Other liabilities 86.4 834.0 222.1 0.2 )1,142.3
Total liabilities 6,965.3 3,408.5 805.3 (6,827.2 )4,351.9
Total shareholders' equity 2,518.4 6,800.5 2,531.6 (9,332.1 )2,518.4

Total liabilities and shareholders' equity $9,483.7 $10,209.0 $ 3,336.9 $(16,159.3 )$6,870.3



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

(a) Trade receivables, net for the Non-Guarantors includes $244.5 at March 31, 2014 of U.S. trade receivables sold
from the Guarantors to Energizer Receivables Funding Corp ("ERF"), a 100% owned, special purpose subsidiary,
which is a non-guarantor of the Notes. These receivables are used by ERF to securitize the borrowings under the
Company's receivable securitization facility. The trade receivables are short-term in nature (on average less than 90
days). As payment of the receivable obligation is received from the customer, ERF remits the cash to the Guarantors
in payment for the purchase of the receivables. Cost and expenses paid by ERF related to the receivable securitization
facility are re-billed to the Guarantors by way of intercompany services fees.

(b) Intercompany activity includes notes that bear interest due from the Guarantors to the Parent Company. Interest
rates on these notes approximate the interest rates paid by the Parent on third party debt. Additionally, other
intercompany activities include product purchases between Guarantors and Non-Guarantors, charges for services
provided by the parent and various subsidiaries to other affiliates within the consolidated entity and other

intercompany activities in the normal course of business.

Assets
Current assets

Cash and cash equivalents

Trade receivables, net (a)

Inventories

Other current assets

Total current assets

Investment in subsidiaries
Intercompany receivables, net (b)
Intercompany notes receivable (b)
Property, plant and equipment, net
Goodwill
Other intangible assets, net
Other assets

Total assets

Current liabilities
Intercompany payables, net (b)
Intercompany notes payable (b)
Long-term debt
Other liabilities

Total liabilities

Total shareholders' equity

Consolidated Balance Sheets (Condensed)

September 30, 2013

Parent
Company

$8.0

235
31.5
7,007.5

2,180.3

10.2
$9,229.5

$184.4
4,518.9
1,998.8
73.8

6,775.9
2,453.6

Total liabilities and shareholders' equity $9,229.5

Guarantors

$8.4
11.8
334.7
270.5
6254
1,920.7
4,258.8
4.5
474.7
1,104.9
1,629.5
13.4
$10,031.9

$421.3

2,180.3
839.6
3,441.2
6,590.7
$10,031.9

Non-Guarantors Eliminations

$ 981.9
468.8
312.7
194.7
1,958.1

260.1
280.9
370.9
206.0
58.5

$ 3,1345

$ 5725

4.5

198.2
775.2
2,359.3

$ 3,134.5

$—
(31.1
(15.5
(46.6
(8,928.2
(4,518.9
(2,184.8

$(15,678.5

$(24.8
(4,518.9
(2,184.8

(6,728.5
(8,950.0
$(15,678.5

Total

$998.3

480.6
)616.3
)473.2
)2,568.4

)$6,717.4

)$1,153.4

1,111.6
)4,263.8
)2,453.6
)$6,717.4

(a) Trade receivables, net for the Non-Guarantors includes $221.4 at September 30, 2013 of U.S. trade receivables
sold from the Guarantors to Energizer Receivables Funding Corp ("ERF"), a 100% owned, special purpose subsidiary,
which is a non-guarantor of the Notes. These receivables are used by ERF to securitize the borrowings under the
Company's receivable securitization facility. The trade receivables are short-term in nature (on average less than 90
days). As payment of the receivable obligation is received from the customer, ERF remits the cash to the Guarantors
in payment for the purchase of the receivables. Cost and expenses paid by ERF related to the receivable securitization
facility are re-billed to the Guarantors by way of intercompany services fees.
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(b) Intercompany activity includes notes that bear interest due from the Guarantors to the Parent Company. Interest
rates on these notes approximate the interest rates paid by the Parent on third party debt. Additionally, other
intercompany activities include product purchases between Guarantors and Non-Guarantors, charges for services
provided by the parent and various subsidiaries to other affiliates within the consolidated entity and other
intercompany activities in the normal course of business.

Consolidated Statements of Cash Flows (Condensed)
For the Six Months Ended March 31, 2014

Parent Guarantors  Non-Guarantors Eliminations Total
Company
Net cash flow (used by)/from operations  $(29.7 )$119.0 $ 146.5 $(6.9 )$228.9
Cash Flow from Investing Activities
Capital expenditures — (21.1 )(15.3 ) — (36.4 )
Feminine care acquisition — (50.1 )(135.2 ) — (185.3 )
Proceeds from sale of assets — 33 1.0 — 4.3
Proceeds from intercompany notes — 0.4 — 0.4 )—
Intercompany receivable/payable,
net (80.0 )(176.3 )(44.5 ) 300.8 —
Payment for equity contributions — 0.7 )— 0.7 —
Other, net — — 0.2 ) — (0.2 )
Net cash (used by)/from investing (80.0 )(244.5 )(194.2 ) 301.1 2176 )
activities ' ' ' ’ '
Cash Flow from Financing Activities
Net increase in debt with
original maturity days of 90 or less 80.0 1.7 472 o 1289
Payments for intercompany notes — — 0.4 ) 0.4 —
Common stock purchased 94.4 )— — — (94.4 )
Cash dividends paid (62.1 )— — — (62.1 )
Proceeds from issuance of common )5 o o o )5
stock
Excess tax benefits from share- 44 o o o 44
based payments
Intercompany receivable/payable,
net 176.3 124.5 — (300.8 )—
Proceeds for equity contributions — — 0.7 0.7 )—
Intercompany dividend — — 6.9 ) 6.9 —
Net cash from/(used by) financing 106.7 126.2 406 (2942 )(20.7 )
activities ’ ' ' ’ ’
Effect of exchange rate changes on o o )3 . )3
cash ’ '
Nete (dej,crease)/mcrease in cash and cash 3.0 0.7 43 ) — 6.6 )
quivalents
Cash and.cash equivalents, beginning 3.0 3.4 9819 o 998 3
of period
Cash apd cash equivalents, end of $5.0 $9.1 $ 977.6 $_ $991.7
period

Consolidated Statements of Cash Flows (Condensed)
For the Six Months Ended March 31, 2013
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Net cash flow (used by)/from operations
Cash Flow from Investing Activities
Capital expenditures
Proceeds from sale of assets
Proceeds from intercompany notes
Intercompany receivable/payable, net
Other, net
Net cash from/(used by) investing
activities
Cash Flow from Financing Activities
Cash payments on debt with original
maturities greater than 90 days
Net increase in debt with original
maturity days of 90 or less
Payments for intercompany notes
Cash dividends paid
Proceeds from issuance of common
stock
Excess tax benefits from share-based
payments
Intercompany receivable/payable, net
Intercompany dividend
Net cash (used by)/from financing
activities
Effect of exchange rate changes on cash
Net (decrease)/increase in cash and cash
equivalents
Cash and cash equivalents, beginning of
period
Cash and cash equivalents, end of period

Note 17 — Subsequent Event

Parent
Company
$(41.3

106.5
(15.0

91.5

(106.5
15.0
(49.6
15.4
4.8

66.7

(54.2

4.0

4.0
$—

Guarantors

)$105.8

(24.5

17.6
) (66.7

(73.6

71.0

)(34.8

) (2.6

9.2
$6.6

Non-Guarantors Eliminations

$ 2155

)(13.6
0.7
5.1

)(56.0
0.2

)(64.0

53.2
)(17.6

(30.3
)5.3

(18.0
)138.8

705.3
$ 844.1

$(30.3

)_

(129.2

) 137.7
) —
) 8.5

(137.7

) 30.3
21.8

)_

$—

Total

)$249.7

(38.1
0.7

)_

0.2
(37.6

(106.5

74.0

(49.6
15.4

4.8

)_

61.9
(18.0
1322

718.5
$850.7

On April 28, 2014, the Board of Directors authorized management to pursue a plan to separate the Company’s
Household Products and Personal Care divisions into two independent, publicly traded companies. The separation is

planned as a tax-free spin-off to the Company’s shareholders and is expected to be completed in the second half of

fiscal year 2015. The proposed separation is subject to further due diligence as appropriate and customary conditions,

including receipt of regulatory approvals, an opinion of counsel regarding the tax-free nature of the separation, the

effectiveness of a Form 10 filing with the Securities and Exchange Commission, and final approval by the Company's
Board of Directors. The Company may, at any time and for any reason until the proposed separation is complete,
abandon the separation or modify or change its terms. The Company can make no assurance that any spin-off

transaction will ultimately occur, or if one does occur its terms or timing.
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Energizer Holdings, Inc.

Items 2 and 3. Management’s Discussion and Analysis of Financial Condition and Results of Operations, and
Quantitative and Qualitative Disclosures About Market Risk

(In millions, except per share data - Unaudited)

The following discussion is a summary of the key factors management considers necessary in reviewing the historical
results of operations, operating segment results, and liquidity and capital resources of Energizer Holdings, Inc. (the
"Company"). Statements in the Management’s Discussion and Analysis of Financial Condition and Results of
Operations that are not historical may be considered forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995. See “Forward-Looking Statements” presented below. The Company reports
results in two segments: Personal Care, which includes wet shave, skin care, feminine care and infant care products
and Household Products, which includes batteries and portable lighting products. This discussion should be read in
conjunction with the accompanying unaudited financial statements and notes thereto for the quarter ended March 31,
2014 and the Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2013 filed on
November 21, 2013.

Non-GAAP Financial Measures

Non-GAAP Financial Measures. While the Company reports financial results in accordance with accounting
principles generally accepted in the U.S. (“GAAP”), this discussion includes non-GAAP measures. These non-GAAP
measures, such as historical and forward-looking adjusted net earnings per diluted share, operating results, organic
sales and other comparison changes, exclude the impact of currencies, the costs associated with restructuring, costs
associated with acquisitions and integration as well as acquisition inventory valuation, pension curtailment and certain
other items as outlined in this announcement, are not in accordance with, nor are they a substitute for, GAAP
measures. Additionally, we are unable to provide a reconciliation of forward-looking adjusted net earnings per diluted
share due to uncertainty regarding future restructuring related charges, the impact of fluctuations in foreign currencies
and the cost of raw materials. The Company believes these non-GAAP measures provide a meaningful comparison to
the corresponding historical or future period and assist investors in performing analysis consistent with financial
models developed by research analysts. Investors should consider non-GAAP measures in addition to, not as a
substitute for, or superior to, the comparable GAAP measures.

Industry and Market Data

Unless we indicate otherwise, we base the information concerning our industry contained or incorporated by reference
herein on our general knowledge of and expectations concerning the industry. Our market position, market share and
industry market size is based on our estimates using our internal data and estimates, based on data from various
industry analyses, our internal research and adjustments and assumptions that we believe to be reasonable. We have
not independently verified data from industry analyses and cannot guarantee their accuracy or completeness. In
addition, we believe that data regarding the industry, market size and our market position and market share within
such industry provide general guidance but are inherently imprecise. Further, our estimates and assumptions involve
risks and uncertainties and are subject to change based on various factors, including those discussed in the “Risk
Factors” section of our Annual Report on Form 10-K for the year ended September 30, 2013. These and other factors
could cause results to differ materially from those expressed in the estimates and assumptions.

Retail sales for purposes of market size, market position and market share information are based on retail sales in U.S.
dollars.

Forward-Looking Statements

This document contains both historical and forward-looking statements. Forward-looking statements are not based on
historical facts but instead reflect our expectations, estimates or projections concerning future results or events,
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including, without limitation, statements regarding the planned separation of the Household Products and Personal
Care businesses, the timing of any such separation, the future earnings and performance of Energizer Holdings or any
of its businesses, including the Household Products and Personal Care businesses on a standalone basis if the
separation is completed. These statements generally can be identified by the use of forward-looking words or phrases
such as "believe," "expect," "expectation,” "anticipate," "may," "could," "intend," "belief," "estimate," "plan," "target,"
"predict,” "likely," "will," "should," "forecast," "outlook," or other similar words or phrases. These statements are not
guarantees of performance and are inherently subject to known and unknown risks, uncertainties and assumptions that
are difficult to predict and could cause our actual results to differ materially from

nan non

18

41



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

those indicated by those statements. We cannot assure you that any of our expectations, estimates or projections will
be achieved. The forward-looking statements included in this document are only made as of the date of this document
and we disclaim any obligation to publicly update any forward-looking statement to reflect subsequent events or
circumstances. Numerous factors could cause our actual results and events to differ materially from those expressed or
implied by forward-looking statements, including, without limitation:

Whether the separation of the Household Products and Personal Care businesses is completed, as expected or at all,
and the timing of any such separation;

Whether the conditions to the separation can be satisfied;

Whether the operational, marketing and strategic benefits of the separation can be achieved;

Whether the costs and expenses of the separation can be controlled within expectations;

General market and economic conditions;

Market trends in the categories in which we operate;

The success of new products and the ability to continually develop and market new products;

Our ability to attract, retain and improve distribution with key customers;

Our ability to continue planned advertising and other promotional spending;

Our ability to timely execute strategic initiatives, including restructurings, in a manner that will positively impact our
financial condition and results of operations and does not disrupt our business operations;

The impact of strategic initiatives, including restructurings, on our relationships with employees, customers and
vendors;

Our ability to maintain and improve market share in the categories in which we operate despite heightened
competitive pressure;

Our ability to improve operations and realize cost savings;

The impact of raw material and other commodity costs;

The impact of foreign currency exchange rates and currency controls, particularly in Venezuela and Argentina, as well
as offsetting hedges;

Goodwill impairment charges resulting from declines in profitability or estimated cash flows related to intangible
assets or market valuations for similar assets;

Our ability to acquire and integrate businesses, and to realize the projected results of acquisitions;

The impact of advertising and product liability claims and other litigation;

Compliance with debt covenants as well as the impact of interest and principal repayment of our existing and any
future debt; or

The impact of legislative or regulatory determinations or changes by federal, state and local, and foreign authorities,
including taxing authorities.

In addition, other risks and uncertainties not presently known to us or that we consider immaterial could affect the
accuracy of any such forward-looking statements. The list of factors above is illustrative, but by no means exhaustive.
All forward-looking statements should be evaluated with the understanding of their inherent uncertainty. Additional
risks and uncertainties include those detailed from time to time in Energizer's publicly filed documents, including its
annual report on Form 10-K for the year ended September 30, 2013.

Highlights / Operating Results
Net earnings for the quarter ended March 31, 2014 were $98.5, or $1.57 per diluted share, compared to $84.9, or $1.35
per diluted share, for the same quarter last year. Net earnings for the six months ended March 31, 2014 were $206.4,

or $3.29 per diluted share, compared to $214.7 or $3.42 per diluted share, for the six months ended March 31, 2013.

Net earnings and diluted earnings per share (EPS) for the time periods presented were impacted by certain items
related to restructuring and realignment activities, acquisition integration costs, the impact of a pension curtailment
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gain and certain other adjustments as described in the tables below. The impact of these items on reported net earnings
and reported net earnings per diluted share are provided below as a reconciliation of net earnings and net earnings per
diluted share to adjusted net earnings and adjusted net earnings per diluted share, which are non-GAAP measures.
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Quarter Ended March 31,
Net Earnings Diluted EPS
2014 2013 2014 2013
Net Earnings/Diluted EPS - GAAP (Unaudited) $98.5 $84.9 $1.57 $1.35
Impacts, net of tax: Expense/(Income)
2013 Restructuring and related costs (1) 17.6 24.8 0.28 0.39
Feminine care acquisition/integration costs 0.7 — 0.01 —
Acquisition inventory valuation 1.0 — 0.02 —
Other realignment/integration 0.2 0.6 — 0.01
Venezuela devaluation/other impacts — 6.3 — 0.10
Adjustments to prior years' tax accruals — 3.0 ) — (0.05 )
Net Earnings/Diluted EPS - adjusted (Non-GAAP) $118.0 $113.6 $1.88 $1.80
Weighted average shares - Diluted 62.6 63.0

(1) Includes pre-tax costs of $3.2 for the quarter ended March 31, 2014 and $1.1 for the quarter ended March 31,
2013, associated with certain information technology and related activities, which are included in Selling, general and
administrative expense (SG&A) on the Consolidated Statements of Earnings and Comprehensive Income
(Condensed). Additionally, this includes pre-tax costs of $0.4 for the quarter ended March 31, 2014 associated with
obsolescence charges related to the restructuring, which are included in Cost of products sold on the Consolidated
Statements of Earnings and Comprehensive Income (Condensed).

Six Months Ended March 31,

Net Earnings Diluted EPS
2014 2013 2014 2013
Net Earnings/Diluted EPS - GAAP (Unaudited) $206.4 $214.7 $3.29 $3.42
Impacts, net of tax: Expense/(Income)
2013 Restructuring and related costs (1) 35.1 56.3 0.56 0.90
Feminine care acquisition/integration costs 3.8 — 0.06 —
Acquisition inventory valuation 5.0 — 0.08 —
Pension curtailment — (23.5 ) — (0.37 )
Other realignment/integration 0.3 1.3 — 0.02
Venezuela devaluation/other impacts — 5.9 — 0.09
Adjustments to prior years' tax accruals — 3.0 ) — (0.05 )
Net Earnings/Diluted EPS - adjusted (Non-GAAP) $250.6 $251.7 $3.99 $4.01
Weighted average shares - Diluted 62.8 62.8

(1) Includes pre-tax costs of $5.5 for the six months ended March 31, 2014 and $1.1 for the six months ended March
31, 2013, associated with certain information technology and related activities, which are included in SG&A on the
Consolidated Statements of Earnings and Comprehensive Income (Condensed). Additionally, this includes pre-tax
costs of $0.4 for the six months ended March 31, 2014, associated with obsolescence charges related to the
restructuring, which are included in Cost of products sold on the Consolidated Statements of Earnings and
Comprehensive Income (Condensed).
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The following table provides a recap of the change in total net sales for the quarter and six months ended March 31,
2014 as compared to the quarter and six months ended March 31, 2013.

Net Sales - Total Company (In millions - Unaudited)
Quarter and Six Months Ended March 31, 2014

Q2 %Chg Six Months 9%Chg
Net Sales - FY '13 $1,095.9 $2,288.4
Organic (66.8 ) (6.1 )% (166.2 ) (7.2 )%
Impact of currency (26.4 ) 2.4 )% (49.7 ) 2.2 )%
Incremental impact of acquisitions 59.7 54 % 103.8 4.5 %
Net Sales - FY '14 $1,062.4 3.1 )% $2,176.3 4.9 )%

For the quarter, on a reported basis, net sales were $1,062.4, a decrease of $33.5, or 3.1%, as compared to the same
period last year including a decrease of 2.4% due to unfavorable currencies and an increase of 5.4% due to the
incremental impact of sales from the feminine care acquisition. Exclusive of the impact of unfavorable currencies and
the incremental impact of acquisitions, net sales declined 6.1% versus the prior year fiscal quarter primarily driven by
the previously disclosed loss of distribution within two U.S. retail customers in the Household Products segment, soft
category dynamics and increased competitive pressures across both segments, timing of sun care shipments and
pricing controls and import restrictions in certain Latin American countries, primarily Venezuela and Argentina.

For the six months, on a reported basis, net sales were $2,176.3, a decrease of $112.1, or 4.9% as compared to the
same period last year including a decrease of 2.2% due to unfavorable currencies and an increase of 4.5% due to the
incremental impact of sales from the feminine care acquisition. Exclusive of the impact of unfavorable currencies and
the incremental impact of acquisitions, net sales declined 7.2% versus the prior year primarily driven by the loss of
distribution within two U.S. retail customers in the Household Products segment, soft category dynamics and
increased competitive pressures across both segments, prior year hurricane Sandy storm-related volumes that did not
repeat in this fiscal year, timing of sun care shipments and pricing controls and import restrictions in certain Latin
American countries, primarily Venezuela and Argentina.

Gross margin for the second fiscal quarter decreased 60 basis points to 47.8%. The decrease in gross margin was
primarily due to the impact of unfavorable currencies (approximately 110 basis points) and the acquisition inventory
valuation adjustment (approximately 20 basis points). In addition, the lower margin structure (in relation to the
Company's overall blended margin) from the feminine care acquisition had an approximately 80 basis point dilutive
impact to overall margins. Excluding the impact of these items, gross margin increased 150 basis points versus the
prior year fiscal quarter driven by savings from the 2013 restructuring project and pricing gains within the Personal
Care segment.

On a year to date basis, gross margin as a percentage of net sales was 46.9%, down 80 basis points versus prior year.
The decrease in gross margin was primarily due to the impact of unfavorable currencies (approximately 110 basis
points) and the acquisition inventory valuation adjustment (approximately 40 basis points). In addition, the lower
margin structure (in relation to the Company's overall blended margin) from the feminine care acquisition had an
approximately 60 basis point dilutive impact to overall margins. Excluding the impact of these items, gross margin
increased 130 basis points versus the prior year driven by savings from the 2013 restructuring project and pricing
gains within the Personal Care segment.

Total selling, general and administrative expense (SG&A) was $200.2, or 18.8% of net sales, for the current year
quarter as compared to $209.9, or 19.2% of net sales, for the prior year quarter. Included within the current quarter
results were approximately $3 of information technology enablement costs that are recorded within SG&A, but are
considered part of the overall 2013 restructuring project, and approximately $1 of incremental acquisition/integration
costs. Excluding the impact of these items, SG&A as a percent of net sales improved 60 basis points versus prior year
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levels due to strong cost controls across both segments and benefits from the 2013 restructuring project.

21

46



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

On a year to date basis, SG&A as a percent of net sales was 18.5% as compared to 17.9% in the prior fiscal period, up
60 basis points. Included within the current fiscal year results were approximately $6 of information technology
enablement costs that are recorded within SG&A, but are considered part of the overall 2013 restructuring project, and
approximately $5 of incremental acquisition/integration costs. Excluding the impact of these items, SG&A spending
was below prior year and SG&A as a percent of net sales was nearly flat versus prior year levels (despite declining
sales) due to strong cost controls across both segments and benefits from the 2013 restructuring project.

For the quarter, advertising and sales promotion (A&P) was $97.1, or 9.1% of net sales, as compared to $102.5, or
9.4% of net sales, in the prior year quarter. On a year to date basis, A&P spending was approximately $178, or 8.2%
as a percent of net sales. This represents a decline of approximately $19 or 0.4% as a percent of net sales versus the
same six months in the prior fiscal year. The decrease in spending is primarily due to the shift in timing of product
launch activity and advertising and promotional programs as compared to the prior year periods.

For the quarter and six months ended March 31, 2014, research and development (R&D) expense was $22.7 and
$44.6, respectively, and $24.8 and $49.4 for the quarter and six months ended March 31, 2013. The decrease in
spending was primarily due to certain restructuring initiatives mainly in Household Products.

For the quarter and six months ended March 31, 2014 the Company recorded pre-tax expense of $22.7 and $47.1,
respectively, and $37.4 and $86.4 for the quarter and six months ended March 31, 2013, respectively for charges
related to the 2013 restructuring plan including:

Accelerated depreciation charges of $2.8 and $7.2 for the quarter and six months ended March 31, 2014 and $5.7 and
€9.8 for the quarter and six months ended March 31, 2013, respectively, and non-cash asset impairment charges of
$19.3 for the six months ended March 31, 2013, related primarily to plant closures,

Severance and related benefit costs of $5.0 and $10.9 for the quarter and six months ended March 31, 2014 and $17.7
and $31.3 for the quarter and six months ended March 31, 2013, respectively, associated with staffing reductions that
have been identified to date, and

Consulting, program management and other charges associated with the restructuring of $15.0 and $29.0 for the
guarter and six months ended March 31, 2014, respectively, and $14.0 and $26.0 for the quarter six months ended
March 31, 2013, respectively.

The 2013 restructuring costs are reported on a separate line in the Consolidated Statements of Earnings and
Comprehensive Income (Condensed). In addition, pre-tax costs of $3.2 and $5.5 for the quarter and six months ended
March 31, 2014, respectively, and $1.1 for the quarter and six months ended March 31, 2013 associated with certain
information technology enablement activities related to the Company's restructuring initiatives were included in
SG&A on the Consolidated Statement of Earnings and Comprehensive Income (Condensed). Additionally,
approximately $0.4 for the quarter and six months ended March 31, 2014 associated with obsolescence charges related
to the restructuring were included in Cost of products sold on the Consolidated Statement of Earnings and
Comprehensive Income (Condensed). These items are considered part of the total project costs incurred for the
restructuring initiative.

In January 2014, the Company's Board of Directors authorized an expansion of scope of the previously announced
2013 restructuring project and delegated authority to the Company's management to determine the final actions with
respect to the plan. The expansion of scope is expected to generate additional savings and the Company expects to
incur additional charges in order to execute the planned initiatives. The total project (including the original and
expanded scope) is expected to generate gross savings of approximately $300. In addition, total project restructuring
charges are expected to be approximately $350. Actions related to the expanded plan are expected to be completed by
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the end of fiscal 2015, and savings are expected to be fully realized in fiscal 2016.

The Company estimates that restructuring and restructuring related costs for the remainder of fiscal 2014 will be in the
range of $50 to $80, inclusive of the incremental charges associated with the expanded project scope.

The Company estimates that restructuring savings increased approximately $50 versus the prior fiscal year quarter.
The primary impacts of savings were reflected in improved gross margin in Household Products and lower overhead

expenses. Project-to-date savings are estimated to be over $190. For the full fiscal year, the Company
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estimates that gross savings will be approximately $100 to $125 versus the prior fiscal year. As a result, the estimated
cumulative total project gross savings is expected to be in the range of $200 to $225 at the end of fiscal 2014.

In the first fiscal quarter of 2013, the Company approved and communicated changes to its U.S. pension plan, which
is the most significant of the Company's pension obligations. Effective January 1, 2014, the pension benefit earned to
date by active participants under the legacy Energizer U.S. pension plans was frozen and future service benefits are no
longer being accrued under this retirement program. For the six months ended March 31, 2013, the Company recorded
a non-cash, pension curtailment gain of $37.4 related to the decision to freeze the U.S. pension plan. See Note 8 for
additional information.

The restructuring charges recorded in fiscal 2014 and 2013, as well as the non-cash pension curtailment gain noted
above, are presented as separate line items on the Consolidated Statements of Earnings and Comprehensive Income
(Condensed).

Interest expense was $31.3 and $62.5 for the quarter and six months ended March 31, 2014, down $1.5 and $3.8,
respectively, as compared to the prior year quarter and six month periods. The decrease in interest expense was due
primarily to lower average debt outstanding.

Other financing income was $1.5 and $3.5 for the quarter and six months ended March 31, 2014, primarily reflecting
the net impact of hedging contract gains offset by revaluation losses on nonfunctional currency balance sheet
exposures, as compared to an expense of $10.3 and $18.2 in the prior fiscal year quarter and six months ended March
31, 2013. The prior year results were inclusive of the Venezuela devaluation impact of $6.3, foreign exchange losses
related primarily to the strengthening of the U.S. dollar in relation to the Japanese Yen and a loss from the
mark-to-market adjustment on certain commodity contracts.

For the quarter, the Company's effective tax rate was approximately 27.5% as compared to 24.9% in the prior year
quarter. The change in tax rate was primarily driven by the favorable impact of the retroactive reinstatement of the
R&D tax credit and foreign tax adjustments recorded in the prior year quarter.

In addition, our six month effective tax rate was approximately 28.2% as compared to 28.8% in the prior year. The
decrease in the effective tax rate was primarily due to the tax impact of the U.S. pension curtailment gain recorded in
the first quarter of last year and increased current year earnings in lower tax jurisdictions. These items were partially
offset by the tax impact of lower restructuring costs in the current fiscal year and the favorable impact of the
retroactive reinstatement of the R&D tax credit and foreign tax adjustments recorded in the prior year quarter.

Exclusive of the tax impact of the GAAP to non-GAAP reconciling items detailed in the earlier table, the year-to-date
effective tax rate was 29.3%.

Recent Developments

On April 28, 2014, the Board of Directors authorized management to pursue a plan to separate the Company’s
Household Products and Personal Care divisions into two independent, publicly traded companies. The separation is
planned as a tax-free spin-off to the Company’s shareholders and is expected to be completed in the second half of
fiscal year 2015. The proposed separation is subject to further due diligence as appropriate and customary conditions,
including receipt of regulatory approvals, an opinion of counsel regarding the tax-free nature of the separation, the
effectiveness of a Form 10 filing with the Securities and Exchange Commission, and final approval by the Company's
Board of Directors. The Company may, at any time and for any reason until the proposed separation is complete,
abandon the separation or modify or change its terms. The Company can make no assurance that any spin-off
transaction will ultimately occur, or if one does occur its terms or timing.

49



23

Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

50



Edgar Filing: ENERGIZER HOLDINGS INC - Form 10-Q

Segment Results

Operations for the Company are managed via two segments - Personal Care (Wet Shave, Skin Care, Feminine Care
and Infant Care) and Household Products (Battery and Portable Lighting products). In October 2013, the Company
completed the acquisition of the Stayfree pad, Carefree liner and o.b. tampon feminine care brands in the U.S., Canada
and the Caribbean from Johnson & Johnson (the feminine care acquisition) and the financial performance related to
these brands is included in the Company’s Personal Care segment and within the Feminine Care product category.
Segment performance is evaluated based on segment profit, exclusive of general corporate expenses, share-based
compensation costs, costs associated with most restructuring initiatives including the 2013 restructuring detailed
below, acquisition integration or business realignment activities and amortization of intangible assets. Financial items,
such as interest income and expense, are managed on a global basis at the corporate level. The exclusion of the above
mentioned items from segment results reflects management's view on how it evaluates segment performance.

The Company's operating model includes a combination of stand-alone and combined business functions between the
Personal Care and Household Products businesses, varying by country and region of the world. Shared functions
include product warehousing and distribution, various transaction processing functions, and in some countries, a
combined sales force and management. The Company applies an allocated cost basis, in which the costs of shared
segment business functions are allocated between the segments. Such allocations are estimates, and also do not
represent the costs of such services if performed on a stand-alone basis.

Effective October 1, 2013, the Company centralized certain corporate administrative functions across the organization
as part of the 2013 restructuring project. A portion of these costs were previously reported at the segment level, but
are now reported within General corporate and other expenses. Periods prior to this change have not been adjusted to
conform to this current presentation.

In connection with the feminine care acquisition, the Company recorded a pre-tax inventory valuation adjustment of
$8.0 related to the feminine care acquisition representing the increased fair value of the inventory based on the
estimated selling price of the finished goods acquired at the close date less the sum of (a) costs of disposal and (b) a
reasonable profit allowance for the selling effort of the acquiring entity. For the quarter and six months ended March
31, 2014, the Company recorded $1.6 and $8.0, respectively, within Cost of products sold based upon the write-up
and subsequent sale of inventory acquired in the feminine care acquisition. These amounts are not reflected in the
Personal Care segment, but rather presented as a separate line item below segment profit, as it is a non-recurring item
directly associated with the feminine care acquisition. Such presentation reflects management’s view on how segment
results are evaluated.

For the quarter and six months ended March 31, 2014, the Company recorded $22.7 and $47.1, respectively in
restructuring charges related to its 2013 restructuring as compared to $37.4 and $86.4, respectively in the prior year
quarter and six months. The 2013 restructuring charges were reported on a separate line in the Consolidated
Statements of Earnings and Comprehensive Income (Condensed). In addition, pre-tax costs of $3.2 and $5.5, for the
quarter and six months ended March 31, 2014, respectively, and $1.1 for the quarter and six months ended March 31,
2013, associated with certain information technology enablement activities related to the Company's restructuring
initiatives were included in SG&A on the Consolidated Statement of Earnings and Comprehensive Income
(Condensed). Additionally, approximately $0.4 for the quarter and six months ended March 31, 2014 associated with
obsolescence charges related to the restructuring were included in Cost of products sold on the Consolidated
Statement of Earnings and Comprehensive Income (Condensed). These items are considered part of the total project
costs incurred for the restructuring initiative. See Note 3 to the Condensed Financial Statements.
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In the first quarter of fiscal 2013, the Company approved and communicated changes to its U.S. pension plan, which
is the most significant of the Company's pension obligations. Effective January 1, 2014, the pension benefit earned to
date by active participants under the legacy Energizer U.S. pension plans was frozen and future service benefits are no
longer being accrued under these retirement programs. For the six months ended March 31, 2013, the Company
recorded a non-cash, pre-tax curtailment gain of $37.4 as a result of this plan change. The pension curtailment gain
was reported on a separate line in the Consolidated Statements of Earnings and Comprehensive Income (Condensed).
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In the quarter and six months ended March 31, 2013, the Company recorded expense of approximately $6 related to
the devaluation of its net monetary assets in Venezuela as a result of accounting for the translation of this affiliate
under the accounting rules governing a highly inflationary economy. The net monetary assets in Venezuela were
valued using the revised official exchange rate of 6.30 Venezuelan Bolivar Fuerte to one U.S. dollar at March 31,
2013. The devaluation impact of approximately $6 was included in Other financing items, net on the Consolidated
Statements of Earnings and Comprehensive Income (Condensed), and was not considered in the evaluation of
segment profit. However, normal operating results in Venezuela, such as sales, gross profit and segment profit, have
and may further be negatively impacted by translating at less favorable exchange rates and by the impact of
unfavorable economic conditions in the country. These operating results remain part of the reported segment totals.
The negative segment impacts of the Venezuela devaluation and the unfavorable economic impact on operating results
are discussed separately when considered relevant and material to understanding the year-over-year comparatives. See
Note 4 to the Condensed Financial Statements.

This structure is the basis for the Company’s reportable segment information, as included in the tables in Note 1 to the
Condensed Financial Statements for the quarter ended March 31, 2014.

Segment sales and profitability for the quarter ended March 31, 2014 and 2013, respectively, are presented below.
Personal Care

Net Sales - Personal Care (In millions - Unaudited)
Quarter and Six Months Ended March 31, 2014

Q2 % Chg Six Months %Chg
Net Sales - FY '13 $652.6 $1,206.9
Organic (10.6 ) (1.6 )% (44.4 ) (3.7 )%
Impact of currency (12.7 ) (1.9 Y% (27.1 ) 2.2 )%
Incremental impact of acquisitions 59.7 9.1 % 103.8 8.6 %
Net Sales - FY '14 $689.0 5.6 % $1,239.2 2.7 %

For the quarter, net sales increased 5.6% on a reported basis. Excluding the impact of currencies and the incremental
impact of acquisition net sales, organic sales declined 1.6% versus the prior year quarter due primarily to continued
soft U.S. trends in the men's razor and blade system, shave preps, and infant care categories, increased competitive
pressures and timing of sun care shipments. The Company was able to partially offset these category declines through
increased pricing, growth within the Hydro franchise and distribution of product innovation within the feminine care
business.
From a product standpoint, the net sales change on a reported and organic basis was due primarily to the following:
Wet Shave net sales decreased approximately 1% on a reported basis. Excluding the 3% unfavorable impact of
. currencies, Wet Shave net sales grew approximately 2% as higher sales of Hydro branded systems and
disposables were able to offset declines in shave preps and legacy systems.

Skin Care net sales decreased approximately 12% on a reported basis. Excluding the 2% unfavorable impact of
eurrencies, Skin Care decreased approximately 10% on an organic basis due to the shift in timing of Easter holiday
promotional shipments, most notably in the U.S.

Feminine Care net sales increased approximately 162% on a reported basis due to incremental sales of $59.7 from the
recent acquisition. Excluding the incremental impact of the acquisition of 146% and unfavorable currencies 1%,
organic sales increased approximately 17% due to additional shipments related to new product launch activity.

Infant Care and all other product categories decreased due to continued heightened competitive activity and category
softness.
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For the six months ended March 31, 2014, net sales increased 2.7% on a reported basis. Excluding the impact of
unfavorable currencies of 2.2% and the incremental impact of acquisition net sales of 8.6%, organic sales declined
3.7% versus the prior year due primarily to continued soft U.S. category trends, timing of sun care shipments, and
heightened competitive activity in the shave prep and infant care categories.

Segment Profit - Personal Care (In millions - Unaudited)
Quarter and Six Months Ended March 31, 2014

Q2 % Chg Six Months %Chg
Segment Profit - FY '13 $136.4 $252.6
Operations 28.2 20.6 % 38.6 15.3 %
Impact of currency 9.0 ) (6.6 Y% (19.0 ) (7.5 )%
Incremental impact of acquisitions 15.1 11.1 % 28.8 11.4 %
Segment Profit - FY '14 $170.7 25.1 % $301.0 19.2 %

Segment profit for the quarter was $170.7, up 25.1%, inclusive of the negative impact of unfavorable currencies and
the incremental impact of acquisitions. Operationally, segment profit increased 20.6% in the quarter as the favorable
impacts of improved margins, strong cost controls and the timing of A&P spending were able to offset the top-line
shortfalls mentioned above.

For the six months ended March 31, 2014, segment profit was $301.0, up 19.2%, inclusive of the negative impact of
unfavorable currencies and the incremental impact of acquisitions. Operationally, segment profit increased 15.3%
primarily due to lower overhead spending and the timing of A&P investments.

Household Products
Net Sales - Household Products (In millions - Unaudited)
Quarter and Six Months Ended March 31, 2014

Q2 % Chg Six Months 9%Chg
Net Sales - FY '13 $443.3 $1,081.5
Organic (56.2 ) (12.7 Y% (121.8 ) (11.3 )%
Impact of currency (13.7 ) (3.1 Y% (22.6 ) (2.1 )%
Net Sales - FY '14 $373.4 (15.8 Y% $937.1 (13.4 )%

Net sales decreased 15.8% on a reported basis. Excluding the impact of currencies, organic net sales declined 12.7%
versus the prior year quarter. The decrease in organic net sales was primarily due to the previously disclosed loss of
distribution within two U.S. retail customers, higher promotional spending, the exiting of certain non-core product
lines in fiscal 2013 as part of the Company's 2013 restructuring project, increased competitive pressures and pricing
and inventory import restrictions in certain Latin American countries, primarily Venezuela and Argentina.

For the six months ended March 31, 2014, net sales decreased 13.4% on a reported basis. Excluding the impact of
currencies, organic sales declined 11.3% versus the prior year due primarily to loss of distribution within two U.S.
retail customers, higher promotional spending, the exiting of certain non-core product lines in fiscal 2013 as part of
the Company's 2013 restructuring project, prior year hurricane Sandy storm-related volumes that did not repeat in this
fiscal year, increased competitive pressures and pricing controls and import restrictions in certain Latin American
countries.
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Segment Profit - Household Products (In millions - Unaudited)
Quarter and Six Months Ended March 31, 2014

Q2 % Chg Six Months 9%Chg
Segment Profit - FY '13 $100.8 $261.4
Operations (29.1 ) (28.9 )% (49.7 ) (19.0 )%
Impact of currency (9.6 ) (9.5 )% (16.2 ) (6.2 )%
Segment Profit - FY '14 $62.1 (384 Y% $195.5 (25.2 )%

Segment profit for the quarter was $62.1, down $38.7, or 38.4%, versus the same quarter last year. This decrease was
due primarily to the gross profit impact from the net sales declined discussed above, higher A&P spending, and
unfavorable foreign currency rates. These declines were partially offset by continued favorability resulting from the
2013 restructuring project.

For the six months ended March 31, 2014, segment profit was $195.5, down 25.2%, inclusive of the negative impact
of unfavorable currencies. Operationally, segment profit decreased 19.0% primarily due to the margin impact of lower

net sales discussed above and higher A&P spending.

General Corporate and Other Expenses

Quarter Ended March 31, Six Months Ended March 31,
2014 2013 2014 2013
General corporate expenses $33.2 $36.2 $73.2 $64.7
Integration/other realignment 0.3 0.9 0.5 1.9
Sub-total 335 37.1 73.7 66.6
2013 restructuring and related costs (1) 26.3 38.5 53.0 87.5
Feminine care costs:
Acquisition costs (0.1 ) — 34 —
Integration costs 1.1 — 2.5 —
Acquisition inventory valuation 1.6 — 8.0 —
Pension curtailment gain — — — (37.4 )
General corporate and other expenses $62.4 $75.6 $140.6 $116.7
% of total net sales 5.9 % 6.9 % 6.5 % 5.1 %

(1) Includes pre-tax costs of $3.2 and $5.5 for the quarter and six months ended March 31, 2014, respectively, and
$1.1 for the quarter and six months ended March 31, 2013, associated with certain information technology and related
activities, which are included in SG&A on the Consolidated Statements of Earnings and Comprehensive Income
(Condensed). Additionally, this includes pre-tax costs of $0.4 for the quarter and six months ended March 31, 2014,
associated with obsolescence charges related to the restructuring, which are included in Cost of products sold on the
Consolidated Statements of Earnings and Comprehensive Income (Condensed).

For the quarter and six months ended March 31, 2014, general corporate and other expenses, including integration and
other realignment charges were $33.5 and $73.7, respectively, as compared to $37.1 and $66.6 for the same quarter
and six months in the prior fiscal year, respectively. The decrease for the quarter was due primarily to lower
compensation costs related to the mark-to-market impact of the Company's unfunded deferred compensation liability
partially offset by approximately $4 of costs that are now recorded within corporate expenses that were previously
recorded at the segment level due to centralizing certain administrative functions across the organization as part of the
restructuring program. The increase in year to date costs versus the prior fiscal year are primarily due to the
aforementioned shift in costs previously recorded at the segment level and the cost impact related to the number and
value of restricted stock awards being recorded in the current fiscal year as compared to the year ago period.
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For the quarter and six months ended March 31, 2014, the Company recorded $22.7 and $47.1, respectively, in
restructuring charges related to its 2013 restructuring as compared to $37.4 and $86.4, respectively, in the prior
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year quarter and six months. The 2013 restructuring charges were reported on a separate line in the Consolidated
Statements of Earnings and Comprehensive Income (Condensed). In addition, pre-tax costs of $3.2 and $5.5 for the
quarter and six months ended March 31, 2014, respectively, and $1.1 for the quarter and six months ended March 31,
2013, associated with certain information technology enablement activities related to the Company's restructuring
initiatives were included in SG&A on the Consolidated Statement of Earnings and Comprehensive Income
(Condensed). Additionally, approximately $0.4 for the quarter and six months ended March 31, 2014 associated with
obsolescence charges related to the restructuring were included in Cost of products sold on the Consolidated
Statement of Earnings and Comprehensive Income (Condensed). These items are considered part of the total project
costs incurred for the restructuring initiative. See Note 3 to the Condensed Financial Statements.

In the first quarter of fiscal 2013, the Company approved and communicated changes to its U.S. pension plan, which
is the most significant of the Company's pension obligations. Effective January 1, 2014, the pension benefit earned to
date by active participants under the legacy Energizer U.S. pension plans was frozen and future service benefits are no
longer being accrued under these retirement programs. For the six months ended March 31, 2013, the Company
recorded a non-cash, pre-tax curtailment gain of $37.4 as a result of this plan change. The pension curtailment gain
was reported on a separate line in the Consolidated Statements of Earnings and Comprehensive Income (Condensed).

Liquidity and Capital Resources

Total cash decreased $6.6 for the six months ended March 31, 2014. This compares to an increase of $132.2 during
the first six months of the prior fiscal year. The change versus prior year was primarily driven by $185.3 used to fund
the feminine care brand acquisition, share repurchases and lower net earnings in the current fiscal year.

Cash flow from operating activities was $228.9 in the current fiscal year as compared to $249.7 in the prior fiscal
year. The primary driver of less cash flow from operating activities as compared to the prior fiscal year was the
reduction in segment profit within the Household Product Division. Reduced pension payments in the current year of
approximately $24 provided a partial offset to the segment profit declines. The net impact of non-cash items
(including non-cash restructuring costs, pension curtailment, depreciation and amortization expense and other
non-cash items) was comparable on a year-over-year basis.

Cash flow from investing activities was a reduction of $217.6 during the first six months of this fiscal year as
compared to a decrease of $37.6 in the prior fiscal year. The primary driver of the change was the cash used to fund
the feminine care brand acquisition in the current fiscal year. Capital expenditures were $36.4 for the six months
ended March 31, 2014 as compared to $38.1 for the same period last year. Full year capital expenditures for normal
operations are estimated to be approximately $100 to $120 for fiscal 2014. This estimate is inclusive of anticipated
incremental information technology investments to improve capabilities and to enable certain initiatives related to our
2013 restructuring project. We expect these expenditures will be financed with cash flow from operations.

Cash flow from financing activities was a reduction of $20.7 in the current fiscal year as compared to a reduction of
$61.9 last year. In the current fiscal year, increased cash generated from short term borrowings was offset by share
repurchases of $94.4 and dividends of $62.1. In the prior fiscal year, net debt was reduced by $32.5 and dividends
totaling $49.6.

The effect of exchange rate on cash had an accretive impact of $2.8 in the current fiscal year as compared to a
reduction of $18.0 in the prior fiscal year.

At March 31, 2014, substantially all of our cash balances were located outside the U.S. Given our extensive

international operations, a significant portion of our cash is denominated in foreign currencies. We manage our
worldwide cash requirements by reviewing available funds among the many subsidiaries through which we conduct
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our business and the cost effectiveness with which those funds can be accessed. The repatriation of cash balances from
certain of our subsidiaries could have adverse tax consequences or be subject to regulatory capital requirements;
however, those balances are generally available without legal restrictions to fund ordinary business operations. U.S.
income taxes have not been provided on a significant portion of undistributed earnings of international subsidiaries.
Our intention is to reinvest these earnings outside the U.S. indefinitely.

The counterparties to deposits consist of a number of major financial institutions. The Company consistently monitors
positions with, and credit ratings of, counterparties both internally and by using outside ratings agencies.

The Company’s total borrowings were $2,364.2 at March 31, 2014, including $225.3 tied to variable interest rates. The
Company maintains total committed debt facilities of $2,734.2. The Company's Amended and Restated Revolving
Credit Agreement, which matures in 2016, currently provides for revolving credit loans and the issuance of letters of
credit in an aggregate amount of up to $450. The Company had $80.0 outstanding borrowings under our revolving
credit facility, and $357.8 available as of March 31, 2014, taking into account outstanding borrowings and $12.2 of
outstanding letters of credit.

Advances under the Company's $200 receivables securitization program, as amended, are not considered debt for
purposes of the Company’s debt compliance covenants, but are included in total debt on the balance sheet. At March
31, 2014, there was $122.5 outstanding under this facility.

In addition, the Company had outstanding international borrowings, recorded within Notes payable, of $22.8 as of
March 31, 2014.

In October 2013, we completed the feminine care acquisition for an aggregate cash purchase price of approximately
$187, inclusive of a $1.8 working capital adjustment, which was finalized and settled in April 2014. The Company
financed the feminine care acquisition with available foreign cash of approximately $135 and approximately $50
primarily from borrowings under the Company’s available debt facilities.

Under the terms of the Company’s credit agreement, the ratio of the Company’s indebtedness to its earnings before
interest taxes depreciation and amortization (EBITDA), as defined in the agreement and detailed below, cannot be
greater than 4.0 to 1, and may not remain above 3.5 to 1 for more than four consecutive quarters. If and so long as the
ratio is above 3.5 to 1 for any period, the Company is required to pay additional interest expense for the period in
which the ratio exceeds 3.5 to 1. The interest rate margin and certain fees vary depending on the indebtedness to
EBITDA ratio. Under the Company’s private placement note agreements, indebtedness to EBITDA may not be greater
than 4.0 to 1; if the ratio is above 3.5 to 1 for any quarter, the Company is required to pay additional interest on the
private placement notes of 0.75% per annum for each quarter until the ratio is reduced to not more than 3.5 to 1. In
addition, under the credit agreement, the ratio of its current year earnings before interest and taxes (EBIT), as defined
in the agreement, to total interest expense must exceed 3.0 to 1. Under the credit agreement, EBITDA is defined as net
earnings, as adjusted to add-back interest expense, income taxes, depreciation and amortization, all of which are
determined in accordance with GAAP. In addition, the credit agreement allows certain non-cash charges such as stock
award amortization and asset write-offs including, but not limited to, impairment and accelerated depreciation, to be
“added-back” in determining EBITDA for purposes of the indebtedness ratio. Severance and other cash charges incurred
as a result of restructuring and realignment activities as well as expenses incurred in acquisition integration activities
are included as reductions in EBITDA for calculation of the indebtedness ratio. In the event of an acquisition,
EBITDA is calculated on a pro forma basis to include the trailing twelve-month EBITDA of the acquired company or
brands. Total debt is calculated in accordance with GAAP, but excludes outstanding borrowings under the receivable
securitization program. EBIT is calculated in a fashion identical to EBITDA except that depreciation and amortization
are not “added-back”. Total interest expense is calculated in accordance with GAAP.

The Company’s ratio of indebtedness to its EBITDA was 2.4 to 1, and the ratio of its EBIT to total interest expense
was 6.0 to 1, as of March 31, 2014. In addition to the financial covenants described above, the credit agreements and
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the note purchase agreements contain customary representations and affirmative and negative covenants, including
limitations on liens, sales of assets, subsidiary indebtedness, mergers and similar transactions, changes in the nature of
the business of the Company and transactions with affiliates. If the Company fails to comply with the financial
covenants referred to above or with other requirements of the credit agreement or private placement note agreements,
the lenders would have the right to accelerate the maturity of the debt. Acceleration under one of these facilities would
trigger cross defaults on other borrowings.

On January 27, 2014, the Company's Board of Directors declared a dividend for the second quarter of fiscal 2014 of
$0.50 per share of Common Stock, which was paid on March 12, 2014. The dividend paid totaled $30.8.

Subsequent to the quarter, on April 28, 2014, the Company's Board of Directors declared a dividend for the second
quarter of fiscal 2014 of $0.50 per share of Common Stock, which will be paid on June 11, 2014 and is expected to be
approximately $31.

During the second fiscal quarter, the Company repurchased one million shares of the Company's common stock,
exclusive of a small number of shares related to the net settlement of certain stock awards for tax withholding
purposes, for a total cost of $94.4. All the shares were purchased in the open market under the Company's current
authorization from its Board of Directors. The Company has approximately five million shares remaining under the
above noted Board authorization to repurchase its common stock in the future. Future share repurchases, if any, would
be made on the open market, privately negotiated transactions or otherwise, in such amounts and at such times as the
Company deems appropriate based upon prevailing market conditions, business needs and other factors.

A summary of Energizer’s significant contractual obligations at March 31, 2014 is shown below:

Total Less than 1 1-3 years 3-5 years More than 5

year years
Long-term debt, including current maturities $2,140.0 $220.0 $510.0 $310.0 $1,100.0
Interest on long-term debt 573.4 112.0 184.9 123.7 152.8
Notes Payable 225.3 225.3 — — —
Minimum pension funding (1) 76.5 31.1 27.0 184 —
Operating leases 130.2 29.0 394 31.2 30.6
Purchase obligations and other () 3) 4) 154.9 61.6 40.0 28.8 24.5
Total $3,300.3 $679.0 $801.3 $512.1 $1,307.9

Globally, total pension contributions for the Company in the next twelve months are estimated to be approximately

$31. The U.S. pension plans constitute 80% of the total benefit obligations and plan assets for the Company's

pension plans. The estimates beyond 2014 represent future pension payments to comply with local funding

requirements in the U.S. only. The projected payments beyond fiscal year 2018 are not currently determinable.

The Company has estimated approximately $6 of cash settlements associated with unrecognized tax benefits

within the next year, which are included in the table above. As of March 31, 2014, the Company’s Consolidated

Balance Sheet reflects a liability for unrecognized tax benefits of approximately $39. The contractual obligations

2 table above does not include this liability beyond one year. Due to the high degree of uncertainty regarding the
timing of future cash outflows of liabilities for unrecognized tax benefits beyond one year, a reasonable estimate of
the period of cash settlement for periods beyond the next twelve months cannot be made, and thus is not included
in this table.

3 Included in the table above are approximately $65 of fixed costs related to third party logistics contracts.

Included in the table above are approximately $15 of severance and related benefit costs associated with staffing

reductions that have been identified to date related to the 2013 restructuring.

Purchase obligations set forth in the table above represent contractual obligations that generally have longer terms,

and are non-routine in nature. The Company also has contractual purchase obligations for future purchases, which
generally extend one to three months. These obligations are primarily individual, short-term purchase orders for the
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purchase of routine goods and services at estimated fair value that are part of normal operations and are reflected in
historical operating cash flow trends. In addition, the Company has various commitments related to service and supply
contracts that contain penalty provisions for early termination. As of March 31, 2014, we do not believe such purchase
obligations or termination penalties will have a significant effect on our results of operations, financial position or
liquidity position in the future. As such, these obligations have been excluded from the table above.

Market Risk

Currency Rate Exposure

Venezuela Currency Risk

The Company has investments in Venezuelan affiliates. Venezuela is considered highly inflationary under GAAP as
of January 1, 2010. In addition, the conversion of local monetary assets to U.S. dollars is restricted by the Venezuelan
government. The Venezuelan government has established the official exchange rate for qualifying dividends and

imported goods and services, equal to 6.30 Bolivares Fuertes to one U.S. dollar. Transactions at the official exchange
rate are subject to CADIVI (the Venezuelan government's Foreign Exchange Administrative Commission).
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In fiscal 2014, the Company’s overall results in Venezuela are reflected in the Consolidated Financial Statements at the
official exchange rate equal to 6.30 per U.S. dollar.

On January 24, 2014, the Venezuelan government issued Exchange Agreement No. 25, which stated the rate of
exchange established in the most recent SICAD 1 auction will be used for payments related to international
investments, royalties and the use and exploitation of patents, trademarks, licenses, franchises and technology.

On March 10, 2014, the Venezuelan government announced the inception of the SICAD II program as an additional
mechanism to purchase foreign currency. The SICAD II program does not supersede the Cadivi/Cencoex System for
essential imports (currently at 6.30 per U.S. dollar) nor the SICAD I (equal to 10.70 per U.S. dollar) as of March 31,
2014. Thus far, the Company has not utilized either SICAD auction system. We continue to monitor these situations,
including the impact restrictions may have on our future business operations. At this time, the Company is unable to
predict with any degree of certainty how recent and future developments in Venezuela will affect our Venezuela
operations.

During the second fiscal quarter of 2014, the Company received payment at the 6.30 per U.S. dollar rate for personal
care products previously imported in accordance with the Non National Production Certificate (CNP) executed
between the Company and the Venezuela government. Subsequent to the quarter, in April 2014, we received a second
payment in accordance with the CNP at the 6.30 per U.S. dollar rate which covered both personal care and household
products that were previously imported.

At March 31, 2014, the Company had approximately $71 in net monetary assets in Venezuela at the official exchange
rate of 6.30 to one U.S. dollar. Depending on the ultimate transparency and liquidity of the SICAD I and II markets, it
is possible that the Company may need to remeasure a portion of its net monetary balances at a rate other than 6.30.
To the extent that the SICAD I or Il rates are higher than the official exchange rate at the time our net monetary
balances are remeasured, this could result in an additional devaluation charge, which could be material. In addition,
operating results translated using a rate higher than the official exchange rate of 6.30 to one U.S. dollar would result in
a reduction in earnings, which could be material.

Transactions executed through SICAD I auctions as of March 31, 2014 were at a rate of 10.70 Bolivares Fuertes to
one U.S. dollar. If the Company were to revalue at this rate, the estimated devaluation charge as compared to the
official exchange rate of 6.30 to one U.S. dollar would equal approximately $29.

Transactions executed through SICAD II auctions as of March 31, 2014 were at a rate of 49.81 Bolivares Fuertes to
one U.S. dollar. If the Company were to revalue at this rate, the estimated devaluation charge as compared to the
official exchange rate of 6.30 to one U.S. dollar would equal approximately $62.

Net sales of Venezuela represented 1.5% and 1.3% of consolidated net sales for the quarter and six months ended
March 31, 2014, respectively.

Derivatives Designated as Cash Flow Hedging Relationships

A significant share of the Company’s sales are tied to currencies other than the U.S. dollar, the Company’s reporting
currency. As such, a weakening of currencies relative to the U.S. dollar can have a negative impact to reported
earnings. Conversely, strengthening of currencies relative to the U.S. dollar can improve reported results. The
primary currencies to which the Company is exposed include the Euro, the Japanese Yen, the British pound, the
Canadian dollar and the Australian dollar.
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The Company enters into a series of forward currency contracts to hedge the cash flow uncertainty of forecasted
inventory purchases due to currency fluctuations. These transactions are accounted for as cash flow hedges. At March
31, 2014 and September 30, 2013, the Company had an unrealized pre-tax gain on these forward currency contracts
accounted for as cash flow hedges of zero and $1.5, respectively, included in Accumulated other comprehensive loss
on the Consolidated Balance Sheets (Condensed). Assuming foreign exchange rates versus the U.S. dollar remain at
March 31, 2014 levels over the next twelve months, approximately $0.1 of the pre-tax gain included in Accumulated
other comprehensive loss at March 31, 2014, is expected to be included in earnings. Contract maturities for these
hedges extend into fiscal year 2015. There were 78 open foreign currency contracts at March 31, 2014, with a total
notional value of approximately $303.
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Derivatives Not Designated as Cash Flow Hedging Relationships

The Company’s foreign subsidiaries enter into internal and external transactions that create non-functional currency
balance sheet positions at the foreign subsidiary level. These exposures are generally the result of intercompany
purchases, intercompany loans and to a lesser extent, external purchases, and are revalued in the foreign subsidiary’s
local currency at the end of each period. Changes in the value of the non-functional currency balance sheet positions
in relation to the foreign subsidiary’s local currency results in an exchange gain or loss recorded in Other financing
items, net on the Consolidated Statements of Earnings and Comprehensive Income (Condensed). The primary
currency to which the Company’s foreign subsidiaries are exposed is the U.S. dollar.

The Company enters into foreign currency derivative contracts which are not designated as cash flow hedges for
accounting purposes to hedge existing balance sheet exposures. Any gains or losses on these contracts are expected to
be offset by exchange gains on the underlying exposures, thus they are not subject to significant market risk. The
change in estimated fair value of the foreign currency contracts for the quarter and six months ended March 31, 2014,
resulted in income of $1.9 and $10.7, respectively, and income of $1.9 and $2.2 for the quarter and six months ended
March 31, 2013, respectively and was recorded in Other financing items, net on the Consolidated Statements of
Earnings and Comprehensive Income (Condensed). There were 15 open foreign currency derivative contracts which
are not designated as cash flow hedges at March 31, 2014, with a total notional value of approximately $285.

Commodity Price Exposure

The Company uses raw materials that are subject to price volatility. At times, the Company has used, and may in the
future use, hedging instruments to reduce exposure to variability in cash flows associated with future purchases of
certain materials and commodities. At March 31, 2014, there were no open derivative or hedging instruments for
future purchases of raw materials or commodities.

Interest Rate Exposure

The Company has interest rate risk with respect to interest expense on variable rate debt. At March 31, 2014, the
Company had $225.3 of variable rate debt outstanding, which was primarily outstanding borrowings under the
Company's receivable securitization program and its Revolving Credit Agreement.

Stock Price Exposure

At March 31, 2014, the Company held a share option with a major financial institution to mitigate the impact of
changes in certain of the Company’s deferred compensation liabilities, which are tied to the Company’s common stock
price. The contract is renewed on an annual basis and will expire again in November 2014. The fair market value of
the share option was $1.5 and $7.7, which was included in other current liabilities and other current assets at March
31, 2014 and September 30, 2013, respectively. The change in estimated fair value of the total share option for the
quarter and six months ended March 31, 2014 resulted in expense of $2.2 and income of $5.2, respectively, and for the
quarter and six months ended March 31, 2013 resulted in income of $14.7 and $18.5, respectively, was recorded in
SG&A. Period activity related to the share option is classified in the same category in the Consolidated Statements of
Cash Flows (Condensed) as the period activity associated with the Company’s deferred compensation liability, which
was cash flow from operations.

Item 4. Controls and Procedures

Energizer maintains a system of disclosure controls and procedures which are designed to ensure that information
required to be disclosed by the Company in the reports filed or submitted under the Securities Exchange Act of 1934
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is recorded, processed, summarized and reported within the time periods specified in the SEC's rules and forms and is
accumulated and communicated to management, including the Company's certifying officers, as appropriate to allow
timely decisions regarding required disclosure. Based on an evaluation performed, the Company's certifying officers
have concluded that the disclosure controls and procedures were effective as of March 31, 2014, to provide reasonable
assurance of the achievement of these objectives. Notwithstanding the foregoing, there can be no assurance that the
Company's disclosure controls and procedures will detect or uncover all failures of persons within the Company and
its consolidated subsidiaries to report material information otherwise required to be set forth in the Company's reports.
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There was no change in the Company's internal control over financial reporting during the quarter ended March 31,
2014, that has materially affected, or is reasonably likely to materially affect, the Company's internal control over
financial reporting.

PART II — OTHER INFORMATION
There is no information required to be reported under any items except those indicated below.
Item 1 — Legal Proceedings

The Company and its subsidiaries are parties to a number of legal proceedings in various jurisdictions arising out of
the operations of the Company's businesses. Many of these legal matters are in preliminary stages and involve
complex issues of law and fact, and may proceed for protracted periods of time. The amount of liability, if any, from
these proceedings cannot be determined with certainty. However, based upon present information, the Company
believes that its liability, if any, arising from such pending legal proceedings, asserted legal claims and known
potential legal claims which are likely to be asserted, are not reasonably likely to be material to the Company's
financial position, results of operations, or cash flows, taking into account established accruals for estimated liabilities.

Item 1A — Risk Factors

Our Annual Report on Form 10-K for the year ended September 30, 2013 contains a detailed discussion of risk factors
that could materially adversely affect our business, our operating results, or our financial condition. The risk factors
described below is in addition to those risk factors.

Our plan to separate our Household Products and Personal Care businesses into new, independent publicly traded
companies is subject to material conditions and may not be completed on the currently contemplated time line or at all
and which may negatively impact earnings.

In April 2014, we announced a plan to separate into two independent public companies, which is subject to board
approval of the final terms. Unanticipated developments, including possible delays in obtaining various tax opinions
or rulings, regulatory approvals or clearances, covenant waivers, uncertainty of the financial markets and challenges in
establishing infrastructure or processes, could delay or prevent the proposed separation or cause the proposed
separation to occur on terms or conditions that are less favorable or different than expected. We may seek or be
required to repay or refinance some or all of our outstanding indebtedness, which may result in incurrence of
make-whole or prepayment penalties. Expenses incurred to accomplish the proposed separation may be significantly
higher than what we currently anticipate, and may not yield a discernible benefit if we do not execute the transaction.
Executing the proposed separation also requires significant time and attention from management and employees,
which could distract them from other tasks in operating our business and, as a result, negatively impact earnings.

If the proposed spin-off is consummated, we may not realize some or all of the anticipated benefits due to a number of
factors.

Even if the transaction is completed, we may not realize some or all of the anticipated strategic, financial or other
benefits from the spin-off. If consummated, the two independent companies will be smaller, less diversified with a
narrower business focus and may be more vulnerable to changing market conditions, which could materially and
adversely affect our business, financial condition and results of operations. There may also be dis-synergies from
separating the businesses that could negatively impact the balance sheet, profit margin and profits of both businesses.
Further, the combined value of the common stock of the two publicly-traded companies may not be equal to or greater
than what the value of our common stock would have been had the proposed separation not occurred.
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Item 2 — Unregistered Sales of Equity Securities and Use of Proceeds

The following table sets forth the purchases of the Company's securities by the Company and any affiliated purchasers
within the meaning of Rule 10b-18(a)(3) (17 CFR 240.10b-18(a)(3)) during the second quarter of fiscal year 2014.
Total Number of

Shares Purchased as 2ximum Number

Period Total Number of Average Price Paid  Part of Publicly that May Yet Be

Shares Purchased Under the
per share Announced Plans or
Purchased(1) Plans or Programs
Programs(2)

January 1 to 31, 2014 341,736 $95.24 340,182 5,679,557

February 1 to 28, 2014 660,128 $93.98 659,818 5,019,739

March 1 to 31, 2014 188 $95.54 — 5,019,739

2,052 shares purchased during the quarter relate to the surrender to the Company of shares of common stock to

satisfy tax withholding obligations in connection with the vesting of restricted stock.

On April 30, 2012, the Board of Directors approved a new share repurchase authorization for the repurchase of

up to ten million shares. The Company repurchased one million shares of the Company's common stock during

the quarter ended March 31, 2014. The Company has approximately five million shares remaining on the above
noted Board authorization to repurchase its common stock in the future.
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Item 6 — Exhibits
See the Exhibit Index hereto.
SIGNATURES

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

ENERGIZER HOLDINGS, INC.
Registrant
By: /s/ Daniel J. Sescleifer
Daniel J. Sescleifer
Executive Vice President and
Chief Financial Officer
(Duly authorized signatory and
Principal financial officer)
Date: May 1, 2014
EXHIBIT INDEX

The exhibits below are numbered in accordance with the Exhibit Table of Item 601 of Regulation S-K.

iﬁhlblt Description of Exhibit
3.1% Amended and Restated Articles of Incorporation of Energizer Holdings, Inc.
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Amended Bylaws of Energizer Holdings, Inc. (incorporated by reference to Exhibit 3.2 to the
Company's Current Report on Form 8-K filed January 30, 2014).

Certification of periodic financial report by the Chief Executive Officer of Energizer Holdings, Inc.
pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934, as amended pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

Certification of periodic financial report by the Chief Financial Officer of Energizer Holdings, Inc.
pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934, as amended pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

Certification of periodic financial report pursuant to 18 U.S.C. Section 1350, adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, by the Chief Executive Officer of Energizer Holdings,
Inc.

Certification of periodic financial report pursuant to 18 U.S.C. Section 1350, adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, by the Chief Financial Officer of Energizer Holdings,
Inc.

Attached as Exhibit 101 to this Quarterly Report on Form 10-Q are the following documents formatted
in eXtensible Business Reporting Language (XBRL): (i) the Unaudited Consolidated Statements of
Earnings, (ii) the Unaudited Consolidated Balance Sheets, (iii) the Unaudited Consolidated Statements
of Cash Flows, and (iv) Notes to Consolidated Financial Statements (Condensed). The financial
information contained in the XBRL-related documents is “unaudited” and “unreviewed.”

* Filed herewith.
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