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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Owens-Illinois, Inc. Employee Benefits Committee
Fifth Amended and Restated Owens-lllinois, Inc.
Long-Term Savings Plan

We have audited the accompanying statements of net assets available for benefits of the Fifth
Amended and Restated Owens-1llinois, Inc. Long-Term Savings Plan (The Plan) as of December 31,
2006 and 2005, and the related statements of changes in net assets available for benefits for the years
then ended. These financial statements are the responsibility of the Plan's management. Our
responsibility is to express an opinion on these financial statements based on our audits,

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.
We were not engaged to perform an audit of the Plan's internal control over financial reporting. Our
audits included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Plan's internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
net assets available for benefits of the Plan at December 31, 2006 and 2005, and the changes in its net
assets available for benefits for the years then ended, in conformity with U.S. generally accepted
accounting principles.

Our audits were performed for the purpose of forming an opinion on the financial statements taken as
a whole. The accompanying supplemental schedule of assets (held at end of year) as of December 31,
2006, is presented for purposes of additional analysis and is not a required part of the financial
statements but are supplementary information required by the Department of Labor's Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act of
1974. This supplemental schedule is the responsibility of the Plan's management. The supplemental
schedule has been subjected to the auditing procedures applied in our audits of the financial
statements and, in our opinion, are fairly stated in all material respects in relation to the financial

statements taken as a whole.
é/vmt 2 MLLP

A member firm of Ernst & Young Global Limited

June 26, 2007



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Statements of Net Assets Available for Benefits

December 31,

2006 2005

Participant-directed funds, at fair value $183,745,092 $ 168,237,441
Participant loans 15,943,237 16,050,748
Cwens-~Illinois Company Stock Fund 58,145,842 65,536,111
Net assets available for benefits, at fair walue 257,834,171 249,824,300
Adjustment from fair value to contract

value for fully benefit responsive

investment contracts 602,009 545,345
Net assets available for benefits $258,436,180 $§ 250,369,645

The accompanying notes are an integral part of the financial statements.



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Statement of Changes in Net Assets Available for Benefits,

Year

Net investment income (loss)

Contributions:
Participant
Emplovyer

Participant withdrawals
Loans {defaulted) reinstated
New lcan transfers

New loan fees

Interfund transfers

Plan to plan transfers

Increase (decrease) 1in net assets
available for benefits

Nel: assets available for benefits
at beginning of year

Net assets available for benefits
at end of year

The accompanyling notes are

with Fund Information
Ended December 31, 2004
Fund Information
Owens-Illinois
Participant Company Stock
Directed Funds Fund Total
$ 21,389,132 $ (8,062,415} $ 13,326,717
11,391,890 2,485,547 13,877,437
328,782 2,600,561 2,929,343
{17,326,487) (3,625,039} {20,951,526)
(1,538,989) 1,540,807 1,818
1,518,312 (1,518,312) -
(44,683} {14,608} (59,291}
364,018 (364,018} -
(625,171) (432,792) {1,057,963)
15,456,804 (7,390,269) 8,066,535
184,833,534 65,536,111 250,369,645

$ 200,250,338 § 68,145,842

$ 258,436,180

an integral part of the financial statements.



Fifth Amended and Restated Owens-Illineis, Inc.
Long-Term Savings Plan

Statement of Changes in Net Assets Available for Benefits, with Fund Information

Year Ended December 31, 2005

Fund Information

Owens-Illinois

Participant Company Stock
Directed Funds Fund Total

Net investment income {loss) $ 15,726,521 $(4,537,260) $ 11,189,261
Contributions:

Participant 10,814,749 2,310,532 13,125,281

Employer 239,513 2,584,283 2,823,796
Participant withdrawals (29,403,075} (10,872,442) (40,275,517)
Conversions 279 - 279
Loans (defaulted) reinstated (2,965,626) 1,648,912 {1,316,714)
New loan transfers 2,461,838 (2,461,838} -
New loan fees (45,268) (19,232} (64,500}
Interfund transfers 4,574,056 (4,574,056) -
Plan to plan transfers (747,674) (440,590) (1,188,264}
Increase (decrease) in net assets

available for benefits 655,313 (16,361,691} {15,706,378)
Net assets available for benefits

at beginning of year 184,178,221 81,897,802 266,076,023
Net assets available for benefits

at end of vyear $184,833,534 _$65,536,111 $250,369,645

The accompanying notes are an integral part

of the financial statements.




Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements

December 31, 2006 and 2005
1. Plan Description
General

The Fifth Amended and Restated Owens-Illinois, Inc. Long-Term Savings Plan
{the *“Plan*) was adopted by Owens-Illinois, Inc. (the *“Company*) for the
benefit of eligible U.S. hourly employees of the Company and certain of its
subsidiaries and affiliates.

The Plan is a defined contribution plan which provides eligible employees,
upon completion of a probationary period, the opportunity to make pretax
contributions, in specific percentages, within guidelines established by the

Company. Participant contributions are immediately fully vested and may be
divided at the participant's discretion among the various investment options
from 1% to 100%, with no 1limit on the number of options selected. A

participant may elect to change the percentage of compensation to be
contributed each pay period; any such changes shall be effective on the next
pay period. The following investment options were available to Plan
participants at the end of 2006:

Owens-Illinois Company Stock Fund
Harbor Capital Appreciation Fund
Harbor Mid Cap Growth Fund

Harbor Small Cap Growth Fund
Harbor Large Cap Value Fund
Harbor Mid Cap Value Fund

Harbor Small Cap Value Fund
Harbor International Fund

Harbor International Growth Fund
Harbor Bond Fund

Harbor High Yield Bond Fund
Harbor Short Duration Fund

Harbor Money Market Fund

Harbor Trust Stable Value Fund
Harbor Investment Mix No.
Harbor Investment Mix No.
Harbor Investment Mix No.
Harbor Investment Mix No.
Harbor Investment Mix No.
Harbor Investment Mix No.

O U LN =

The investment options provide for a wide range of investment opportunities
with varying degrees of risk. The Harbor funds consist of twelve diversified
mutual funds managed by Harbor Capital, a no-load, open-end management
investment company, and the funds are registered under the Investment Company
Act of 1940. The Harbor Trust Stable Value Fund is a private trust fund for
the benefit of 401(k) participants of the Company and for another company.
Each of the Harbor Investment Mixes consists of different combinations of
certain Harbor funds.



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements - Continued

The approximate composition of each of the Harbor Investment Mixes at December
31, 2006 is as follows:

Mix Mix Mix Mix Mix Mix
No. 1 No. 2 No. 3 No. 4 No. 5 Nec. 6

Harbor Capital

Apreciation

Fund 4.90% 9.80% 14.70% 19.60% 24.50%
Harber Mid Cap

Growth Fund 1.05% 2.10% 3.15% 4.20% 5.25%
Harbor Small Cap

Growth Fund 1.05% 2.10% 3.15% 4.20% 5.25%
Harbor Large Cap

Value Fund 4.90% 9.80% 14.70% 19.60% 24 .50%
Harbor Mid Cap

Value Fund 1.05% 2.10% 3.15% 4.20% 5.25%
Harbor Small Cap

Value Fund 1.05% 2.10% 3.15% 4.20% 5.25%
Harbor Inter-

national Fund 3.00% 6.00% 9.00% 12.00% 15.00%
Harbor Inter-

national Growth

Fund 3.00% 6.00% 9,00% 12.00% 15.00%
Harbor Bond Fund 70.00% 56.00% 42.00% 28.00% 14.00%
Harbor Short

Duration Fund 30.00% 24.00% 18.00% 12.00% 6.00%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

e — ————————————— ——————————— — —
_ —_—_— e — ==

For certain participants, the Company contributes to the Plan an amount edqual
to twenty-five percent (25%) of the participant's pretax contributions each
pay period, with limitations ranging from one to three percent ({1%-3%) of such
participant's compensation received during that period. For participants at
certain Company facilities, the Company contributes an additional Employer
Base Contribution to the Plan of two or three percent (2% or 3%) of the
participant's compensation. For participants at a certain Company facility,
the Company contributes to the Plan amounts based on a stipulated rate per
hour. For participants at certain plastics packaging facilities, an
additional $2.75 per week is contributed by the Company. All Company
contributions are specified by various labor contracts and are immediately
fully vested. BAll Company contributicns, with the exception of contributions
for participants at a certain facility, are invested in the Owens-Illinois
Company Stock Fund. Company contributions not invested in the Owens-Illinois
Company Stock Fund are invested in accordance with the participant's current
choice of investment options. Participants are allowed to transfer Company
matching contributions from the Company Stock Fund at any time.

Within certain limitations, a participant may also transfer into the Plan a
rollover contribution or other assets from another qualified plan.

With certain exceptions, participants may transfer existing fund balances
among the various investment funds daily. Transfers into the Company Stock
Fund will not be permitted until 90 days after the last transfer out. There
are no restrictions on the frequency of transfers out of the Company Stock
Fund.

The benefit to which a participant is entitled is the benefit that can be

6




Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements - Continued

provided from the vested value of the participant’'s account.

Although it has not been expressed any intent to do so, the Company has the
right under the Plan to discontinue its contributions at any time and to
terminate the Plan subject to the provisions of the Employee Retirement Income
Security Act of 1974 ("ERISA*) and any collective bargaining agreements.

The above information is intended as a general description of the Plan's
operating guidelines. Reference should be made to the Plan document for more
specific provisions.

2. Summary of Significant Accounting Policies

Basis of Presentation and Plan Investments

The Plan's investments are held in the Owens-Illinois Master Stock Purchase
and Savings Program Trust (the "Trust”) administered by State Street Bank and

Trust {the “Trustee”) and by Citistreet as the recordkeeper (the
*Recordkeeper”), along with the assets of ancther defined contribution plan of
the Company. The accompanying financial statements reflect the Plan's total

interest in the net assets and transactions of the Trust as allocated by the
Recordkeeper and any such other investments and transactions related solely to
the Plan. Net assets, as well as earnings and losses, of the Trust are
allocated to the Plan based on the sum of the individual accounts of the
Plan’'s participants.

The following table presents the fair value of investments of the Trust:

December 31,

2006 2005

Investments, at fair value:

Mutual fund investments $412,185,000 $383,175,000

Harbor Trust Stable Value Fund 72,467,000 63,872,000

Harbor Trust - 12,293,000

Owens-Illinois Company Stock Fund 132,253,000 _155,252,000

Total investments $616,905,000 5$614.592,000
Plan‘s interest in net assets of the Trust $242,492,943 $234,318,897

The investment earnings of the Trust are as fellows:

Year Ended December 31,

2006 2005
Interest and dividends $ 17,378,000 $ 14,944,000
Mutual fund appreciation 36,204,000 24,439,000
Owens-I1llinois Company Stock Fund
Depreciation (19,800,000} (10,532,000}
Total earnings 5 33,782,000 5 28,851,000
Plan’s interest in earnings of the Trust $ 12,351,165 5 10,369,407

Investment Valuation

Investments in the twelve Harbor funds available to Plan participants and the
six Harbor Investment Mixes are stated at fair value. Company Stock included
in the Company Stock Fund is valued at its cquoted market price. Guaranteed
investment contracts of the Harbor Trust are valued at an amount equal to the
sum of contributions and earnings credited less any withdrawals to date
{(contract value, which approximates fair wvalue). For the investments in the
Harbor Trust Stable Value Fund, the Trustee establishes a daily market value
based on daily cash flows and earnings. This daily value is used for the
calculation of the daily unit Net Asset Value, after considering cash flows
and management fees, as applicable. Participant loans are valued at their
outstanding balances, which approximate fair wvalue.

7



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements - Continued

Income Tax Status

The Plan was effective October 1, 1986. The Plan was restated on December 7,
2001, effective January 1, 2002. The Internal Revenue Service has issued a
determination letter dated July 29, 2003, advising that the restated Plan, as
amended through the second amendment, meets the qualification requirements of
sections 401(a} of the Internal Revenue Code (the "“Code”), as amended. Once
qualified, the Plan is required to operate in conformity with the Code and
ERISA, as amended, to maintain its qualified status. No issues are known to
exist with respect to subsequent amendments to the Plan or as to the operation
of the Plan that would materially affect the continued qualified status of the
Plan.

Plan Expenses

All Plan expenses are paid by the Company.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of certain assets and liabilities
and the reported amounts of certain additions and deductions during the
reporting period. Actual results could differ from those estimates and
assumptions.

Risk and Uncertainties

The Plan invests in various investment securities. Investment securities are
exposed to various risks such as interest rate, market and credit risks. Due
to the level of risk associated with certain investment securities, it is at
least reasonably possible that changes in the values of investment securities
will occur in the near term and that such changes could materially affect
participants’ account balances and the amounts reported in the statements of
net assets available for benefits.

3. Harbor Trust

Effective January 1, 2003, the Plan no longer allowed participants to direct

funds into the Harbor Trust. Effective January 1, 2003, participants were
permitted to contribute to the Harbor Trust Stable Value Fund as a replacement
for the Harbor Trust. As the Harbor Trust funds mature, they will be

reinvested in the Harbor Trust Stable Value Fund unless otherwise directed by
the participant.

Prior to January 1, 2003, participant contributions in the Harbor Trust were
invested in units of the Harbor Trust, which invested in a commingled fund of
guaranteed investment contracts through a collective trust maintained by the
Trustee. The Harbeor Trust has a specific rate of return for contributions
made through specific dates. The return related to the Plan’s investment in
Harbor Trust, and the contract value applicable to the Plan, are as follows.
There were no investments in the Harbor Trust at December 31, 2006.

Contract value, which

Year of Rate of Expiration of approximates fair value, at:
Contribution Return Guarantee Period Dec, 31, 2005
2002 4.60% December 31, 2005 S 5,679,570



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements - Continued

4. Synthetic Guaranteed Investment Contracts

During 2005 and 2004, the Plan had investments the in Harbor Trust Stable
Value Fund which has investments in synthetic guaranteed investment contracts.
The account is credited with the earnings on the underlying investments and is
reported at contract value in accordance with Statement of Position 94-4,
Reporting of Investment Contracts Held by Health and Welfare Benefit Plans and
Defined Contribution Pension Plans. Contract value represents contributions
made wunder the contract, plus net trade activity, plus earnings, less

participant withdrawals and less fee accruals. Participants may direct the
withdrawal or transfer of all or a portion of their investment at contract
value. The crediting interest rates are fixed for traditiocnal guaranteed

investment contracts and are reset on a guarterly or monthly basis for
synthetic contracts. There are no reserves against contract value for credit
risk of the contract issuer or otherwise. As of December 31, 2006 and 2005,
these contracts had a fair value of $72,467,468 and $63,872,013, respectively.
The crediting interest rate on these investments was 4.51% and 4.29% at
December 31, 2006 and 2005, respectively. The average vyield on these
investments was 4.51% and 4.33% for the vyears ended December 31, 2006 and
2005, respectively. In December 2005, the Financial Accounting Standards Board
issued Staff Positieon Nos. AAG INV-1 and SOP 94-4-1 {"FSP") Reporting of Fully
Benefit-Responsive Investment Contracts Held by Certain Investment Companies
Subject to the AICPA Investment Company Guide and Defined-Contribution Health
and Welfare and Pension Plans, which require that all investments held by an
investment company be reported at fair wvalue, even though contract wvalue is
the relevant measurement for the portion of net assets attributable to fully
benefit-responsive investment contracts. The FSP was adopted by the Company
and the Plan effective December 31, 2006, with retroactive application to all
prior periods presented.

As required by the FSP, investments in accompanying Statements of Net Assets
Available for Benefits include fully benefit responsive investment contracts
recognized at fair wvalue. AICPA Statement of Position 94-4-1, Reporting of
Investment Contracts Held by Health and Welfare Benefit Plans and Defined
Contribution Pension Plans, as amended, requires fully benefit responsive
investment contracts to be reported at fair wvalue in the Plan‘s Statement of
Net Assets Available for Benefits with a corresponding adjustment to reflect
these investments at contract value. The requirements of the FSP have been
applied retroactively to the Statement of Net Assets Available for Benefits as
of December 31, 2005 presented for comparative purposes. Adoption of the FSP
had no effect on the Statement of Changes in Net Assets Available for Benefits
for any periocd presented.

5. Loan Fund

The Plan permits participants to borrow a portion of their existing account
balances. Loans are made subject to certain conditions and limitations
specified in the Plan and are repalid in weekly installments, including
interest. The maximum term of loans is five years, with the exception of home
loans for the purchase of a primary residence, for which the maximum term is
ten years. Participants’ loans are collateralized by their account balances.
The rate at which loans bear interest is established at the inception of the
borrowing, based on the prime rate then being charged by the Trustee plus 1%.
Repayments of loans, including the interest portion thereof, are reinvested on
the participants' behalf in accordance with their current choice of investment

options. Participants are charged a transaction fee for each new loan
initiated. The .amount of the fee is $50 for a nonresidential loan and $100
for a residential locan. The fee is deducted from the participant’s account

when the loan is processed.

6. Subsequent Event
The Plan had a trust agreement with State Street Bank and Trust to act as

9



Fifth Amended and Restated Owens-Illinois, Inc.
Long-Term Savings Plan

Notes to Financial Statements - Continued

trustee and Citistreet to act as recordkeeper. During April of 2007, the Plan
established a trust with New York Life Trust Company to act as trustee and New
York Life Investment Management LLC to act as recordkeeper of the Plan’s
assets. The Plan’s assets were transferred from State Street Bank and Trust
to New York Life Trust Company in April 2007.

7. Differences Between Financial Statements and Form 5500

The following is a reconciliation of net assets available for benefits per the
financial statements to the Form 5500:

December 31,
2006
Net assets available for benefits
per the financial statements $258,436,180
Minus: Adjustments from fair value
to contract value for fully benefit-

responsive investment contracts {602,009)
Net assets available for benefits
per the Form 5500 $257.834,171

The following is a reconciliation of net investment income per the financial
statements to the Form 5500:

December 31,
2006
Net investment income $ 13,326,717
Minus: Changes in adjustments from fair wvalue
to contract value for fully benefit-
responsive investment contracts {(602,009)
Total investment income per the Form 5500 § 12.724.708

10



Fifth Amended and Restated Cwens-Illinois, Inc.
Long-Term Savings Plan

Employer Identification No. 22-2781933
Plan No. 017

Schedule H, Line 4i-Schedule of Assets (Held at End of Year)

December 31, 2006

Shares or
Principal Fair
Descripticon Amount Cost Value

*Participant loans -Interest rates
ranging from 8.25%
to 9.25%, various

maturity dates 515,943,237 515,943,237

*Party~-in-interest
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Exhibit 23

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-8 No. 333-
69624} pertaining to the Sixth Amended and Restated Owens-lllinois, Inc. Stock Purchase and
Savings Program, the Fifth Amended and Restated Owens-lllinois, Inc. Long-Term Savings Plan,
and the Owens-lllinois Specialty Products Puerto Rico, Inc. Long-Term Savings Plan of our
report dated June 26, 2007, with respect to the financial statements and schedule of the Sixth
Amended and Restated Owens-Illinois, Inc. Stock Purchase and Savings Program included in
this Annual Report (Form 11-K) for the year ended December 31, 2006.

Sanct ¥ MLLP

Toledo, Chio
June 27, 2007

END



