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Private Securities Litigation Reform Act Safe Harbor Statement  
This report contains, in addition to historical information, statements by us with regard to our expectations as to financial results 

and other aspects of our business that involve risks and uncertainties and may constitute forward-looking statements within the 
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.  

Forward-looking statements reflect our current expectations concerning future results and events. All statements other than 
statements of historical fact are “forward-looking” statements for purposes of federal and state securities laws, including any 
projections of earnings, revenues or other financial items; any statements of the plans, strategies and objectives of management for 
future operations; any statements concerning proposed new services or developments; any statements regarding future economic 
conditions or performance; any statements of belief; and any statements of assumptions underlying any of the foregoing.  

You can identify these forward-looking statements by our use of words such as “anticipates,” “believes,” “continues,” “expects,” 
“intends,” “likely,” “ may,” “opportunity,” “plans,” “potential,” “project,” “will,” and similar expressions to identify forward-looking 
statements, whether in the negative or the affirmative. We cannot guarantee that we actually will achieve these plans, intentions or 
expectations. These forward-looking statements are subject to risks, uncertainties and other factors, some of which are beyond our 
control, which could cause actual results to differ materially from those forecasted or anticipated in such forward-looking statements. 
You should not place undue reliance on these forward-looking statements, which reflect our view only as of the date of this report. 
We undertake no obligation to update these statements or publicly release the result of any revision(s) to these statements to reflect 
events or circumstances after the date of this report or to reflect the occurrence of unanticipated events.  

Key risks to our company are described in our Annual Report on Form 10-K filed with the Securities and Exchange Commission 
on April 26, 2006 and under Item 1A herein.  

SEC Filing Status  
Although the Company is not required to file reports with the SEC under Sections 13(a) or 15(d) of the Securities Exchange Act 

of 1934, as amended (the “Exchange Act”), we currently are filing such reports pursuant to the Indentures governing our 9.50% 
Senior Notes due 2014 and our 11.75% Senior Subordinated Notes due 2016, each dated July 21, 2006. As such, the Company is not 
deemed to be an “issuer” under the Sarbanes-Oxley Act of 2002, and is therefore not subject to certain of the requirements of that 
Act.  
  

2  

Part I  FINANCIAL INFORMATION   

Item 1.  Financial Statements   3
Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations   24
Item 3.  Quantitative and Qualitative Disclosures About Market Risk   31
Item 4.  Controls and Procedures   31

Part II  OTHER INFORMATION   

Item 1.  Legal Proceedings   32
Item 1A. Risk Factors   32
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds   33
Item 6.  Exhibits   33

Signatures   35
Exhibits   38



PART I – FINANCIAL INFORMATION  

ITEM 1. FINANCIAL STATEMENTS  

RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Balance Sheets  

(in millions)  
  

See notes to the condensed consolidated financial statements.  
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September 30,

2006 
(Unaudited)

  Predecessor

   

March 31,
2006 

(Unaudited)

Assets     

Current assets:     

Cash   $ 9.9  $ 22.5
Receivables, net   183.9   177.4
Inventories, net   229.9   191.9
Other current assets   25.2   22.2

        

Total current assets   448.9   414.0
Property, plant and equipment, net   371.6   348.9
Intangible assets, net   539.6   141.1
Goodwill   984.6   670.4
Other assets   59.0   33.7

        

Total assets   $ 2,403.7  $ 1,608.1
        

Liabilities and stockholders’ equity     

Current liabilities:     

Current portion of long-term debt   $ 8.7  $ 1.9
Trade payables   118.1   119.3
Income taxes payable   5.5   3.9
Deferred income taxes  15.2   7.0
Compensation and benefits    46.3   44.9
Current portion of pension obligations   7.5   20.8
Current portion of postretirement benefit obligations   5.1   5.1
Interest payable   26.6   13.5
Other current liabilities   40.9   38.4

        

Total current liabilities    273.9   254.8
Long-term debt   1,398.5   751.8
Pension obligations   66.8   61.6
Postretirement benefit obligations   44.2   33.5
Deferred income taxes   197.0   40.2
Other liabilities   22.5   25.1

        

Total liabilities   2,002.9   1,167.0
Stockholders’ equity     

Common stock, $0.01 par value; at September 30, 2006 100,000 shares were authorized and 
1,000 shares were issued and outstanding; at March 31, 2006 5,000,000 shares were 
authorized and 3,623,809 shares were issued and outstanding  0.1   0.1

Additional paid in capital    399.8   363.4
Retained earnings   0.4   68.3
Accumulated other comprehensive income   0.5   9.3

        

Total stockholders’ equity  400.8   441.1
        

Total liabilities and stockholders’ equity   $ 2,403.7  $ 1,608.1
        



RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Statements of Operations  

(in millions)  
  

See notes to the condensed consolidated financial statements.  
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   Second Quarter and Periods Ended  Six Months and Periods Ended  
   Period from 

July 22, 2006 
through 

September 30,
2006 

(Unaudited)  

Predecessor  Period from
July 22, 2006

through 
September 30,

2006 
(Unaudited)  

 Predecessor  

    

Period from 
July 3, 2006

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited)   

Period from 
April 1, 2006

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited) 
Net sales   $ 252.3  $ 45.8  $ 273.3  $ 252.3  $ 334.2  $ 513.2 
Cost of sales   168.3   39.0  186.5  168.3   237.7  355.1 

                         

Gross profit    84.0   6.8   86.8   84.0   96.5   158.1 
Selling, general and administrative 

expenses   42.7   12.3  48.0  42.7   63.1  89.9 
Restructuring and other similar costs   —     —    3.9  —     —    5.8 
Transaction-related costs   —     46.1  —   —     62.7  —   
Amortization of intangible assets   7.4   1.0  4.0  7.4   5.0  7.6 

                         

Income (loss) from operations   33.9   (52.6) 30.9  33.9   (34.3) 54.8 
Non-operating income (expense):        

Interest expense, net   (28.4)  (3.9) (16.2) (28.4)  (21.0) (29.8)
Other expense, net   (0.6)  0.3  (1.5) (0.6)  (0.4) (2.9)

                         

Income (loss) before income taxes   4.9   (56.2) 13.2  4.9   (55.7) 22.1 
Provision (benefit) for income taxes   4.5   (19.4) 5.5  4.5   (16.1) 9.5 

    
 

   
 

   
 

   
 

   
 

   
 

Net income (loss)   $ 0.4 $ (36.8) $ 7.7  $ 0.4  $ (39.6) $ 12.6 
    

 

   

 

   

 

   

 

   

 

   

 



RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Statements of Cash Flows  

(in millions)  
  

See notes to the condensed consolidated financial statements.  
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   Six Months and Periods Ended  
   Period from

July 22, 2006
through 

September 30,
2006 

(Unaudited)  

 Predecessor  

    

Period from
April 1, 2006

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited) 

Operating activities     

Net income (loss)   $ 0.4  $ (39.6) $ 12.6 
Adjustments to reconcile net income (loss) to cash provided by (used for) 

operating activities:     

Depreciation   9.1   14.0  20.7 
Amortization of intangible assets    7.4   5.0   7.6 
Amortization of deferred financing costs   1.3   1.1  1.8 
Gain on dispositions of property, plant and equipment   —    (1.3) —   
Non-cash write-off of deferred financing fees   —    20.5  —   
Stock option expense   1.2   —    —   
Changes in operating assets and liabilities:     

Receivables   (22.7)  12.4  5.0 
Inventories    3.6   (18.1)  (7.7)
Other assets   (2.7)  (1.3) (2.1)
Accounts payable   12.3   (17.2) (10.1)
Accrued transaction fees   (18.6)  18.6  —   
Accruals and other   22.6   1.5  3.0 

             

Cash provided by (used for) operating activities   13.9   (4.4) 30.8 

Investing activities     

Expenditures for property, plant and equipment   (9.8)  (11.7) (12.7)
Proceeds from dispositions of property, plant and equipment   1.1   1.6  —   
Acquisitions, net of cash acquired   (1,011.6)  (5.6) (301.3)

             

Cash used for investing activities   (1,020.3)  (15.7) (314.0)

Financing activities     

Proceeds from issuance of long-term debt   1,430.7   16.9  312.0 
Repayments of long-term debt   (786.3)  (8.5) (35.2)
Payment of financing fees   (55.2)  (0.2) (7.5)
Payment of tender premium    (23.1)  —     —   
Capital contribution   438.0   —    —   
Proceeds from issuance of common stock   —    —    1.0 

    
 

   
 

   
 

Cash provided by financing activities   1,004.1   8.2  270.3 
Effect of exchange rate changes on cash   1.4   0.2  (0.3)

    
 

   
 

   
 

Decrease in cash   (0.9)  (11.7) (13.2)
Cash at beginning of period   10.8   22.5  26.3 

             

Cash at end of period   $ 9.9  $ 10.8  $ 13.1 
    

 

   

 

   

 



RBS Global, Inc. and Subsidiaries  
Notes to Condensed Consolidated Financial Statements  

September 30, 2006  
(Unaudited)  

1. Basis of Presentation and Significant Accounting Policies  
The unaudited condensed consolidated financial statements of RBS Global, Inc. and subsidiaries (collectively, “the Company”) 

included herein have been prepared in accordance with accounting principles generally accepted in the United States for interim 
financial information and pursuant to the rules and regulations of the Securities and Exchange Commission. These financial 
statements do not include the accounts of Rexnord Holdings, Inc. (“Rexnord Holdings”), the new parent company of RBS Global, 
Inc; however, Rexnord Holdings does not have any operations or investments other than its investment in RBS Global, Inc. Certain 
information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles 
generally accepted in the United States have been condensed or omitted pursuant to such rules and regulations, although the Company 
believes that the disclosures are adequate to make the information presented not misleading. In the opinion of management, the 
condensed consolidated financial statements include all adjustments necessary for a fair presentation of the results of operations for 
the interim periods. Results for the interim periods are not necessarily indicative of results that may be expected for the fiscal year 
ending March 31, 2007. It is suggested that these condensed consolidated financial statements be read in conjunction with the audited 
consolidated financial statements of the Company including the notes thereto included in the Company’s most recent Annual Report 
on Form 10-K.  

The Company  
The Company is a manufacturer of precision motion technology products whose portfolio includes gears, industrial bearings, 

flattop chain and modular conveyor belts, couplings, aerospace bearings and seals, industrial chain and special components. The 
products are either incorporated into products sold by original equipment manufacturers (“OEMs”) or sold to end-users through 
industrial distributors as aftermarket products.  

Share Based Payment  
In December 2004, the Financial Accounting Standards Board (FASB) issued the revised SFAS No. 123, Share Based Payment 

(SFAS 123(R)). SFAS 123(R) requires compensation costs related to share-based payment transactions to be recognized in the 
financial statements. Generally, compensation cost is measured based on the grant-date fair value of the equity or liability instruments 
issued. In addition, liability awards are re-measured each reporting period. Compensation cost is recognized over the requisite service 
period, generally as the awards vest. As a nonpublic entity that previously used the minimum value method for pro forma disclosure 
purposes under SFAS 123, the Company adopted SFAS 123(R) using the prospective transition method of adoption on April 1, 2006. 
Accordingly, the provisions of SFAS 123(R) are applied prospectively to new awards and to awards modified, repurchased or 
cancelled after the adoption date. The Company’s outstanding stock options as of the adoption date continued to be accounted for 
under the provisions of APB Opinion No. 25 and related interpretations through July 21, 2006, the date of the Apollo transaction 
discussed in Note 2. The Company did not grant, repurchase, cancel or significantly modify any stock options from April 1, 2006 
through July 21, 2006. In connection with the Apollo transaction, all previously outstanding stock options became fully vested and 
were either cashed out or rolled into fully-vested stock options of Rexnord Holdings, Inc (“Rexnord Holdings”), the new parent 
company of RBS Global, Inc. A total of 577,945 of rollover stock options were granted, each with an exercise price of $7.13. All of 
these rollover stock options remain outstanding as of September 30, 2006.  

In connection with the Apollo transaction, the Board of Directors of Rexnord Holdings also adopted, and stockholders approved, 
the 2006 Stock Option Plan of Rexnord Holdings, Inc. (the “Option Plan”). Persons eligible to receive options under the Option Plan 
include officers, employees or directors of Rexnord Holdings or any of its subsidiaries and certain consultants and advisors to 
Rexnord Holdings or any of its subsidiaries. The maximum number of shares of Rexnord Holdings common stock that may be issued 
or transferred pursuant to options under the Option Plan equals 2,000,000. As of September 30, 2006, a total of 1,454,547 options 
have been granted under the Option Plan. All of the options granted under the Option Plan have an exercise price of $47.50, the fair 
value of the Company’s stock on the date of grant, and the term of each option is ten years. Approximately 50% of the options 
granted vest ratably over five years from the date of grant; the remaining fifty percent of the options are eligible to vest based on 
Rexnord Holdings’ achievement of earnings before interest, taxes, depreciation and amortization (“EBITDA”) targets and debt 
repayment targets for fiscal years 2007 through 2011. All 1,454,547 of options granted under the Option Plan are outstanding as of 
September 30, 2006.  
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The fair value of each option granted under the Option Plan was estimated on the date of grant using the Black-Scholes 
valuation model that uses the following assumptions: expected volatility of 28% based on the expected volatilities of publicly-traded 
companies within our industry; expected term of 7.5 years based on the midpoint between when the options vest and when they 
expire; risk free interest rate of 5.1% based on the U.S. Treasury yield curve in effect at the date of grant; and expected dividends of 
zero. The weighted average grant date fair value of options granted under the Option Plan between July 22, 2006 and September 30, 
2006 was $20.69. As of September 30, 2006, there was $28.9 million of total unrecognized compensation cost related to nonvested 
stock options granted under the Option Plan. That cost is expected to be recognized over a weighted average period of 4.8 years.  

New Accounting Pronouncements  
In September 2006, the Financial Accounting Standards Board (“FASB”) released Statement of Financial Accounting Standards 

No. 158, “Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements 
No. 87, 88, 106, and 132(R)” (“SFAS 158”). Under the new standard, companies must recognize a net liability or asset to report the 
funded status of their defined benefit pension and other postretirement benefit plans on their balance sheets. The Company will be 
required to adopt the recognition and disclosure provisions of SFAS 158 as of March 31, 2008. The Company is currently reviewing 
the requirements of SFAS 158 to determine the impact on its financial position or results of operations.  

FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN 48”) was issued in July 2006. FIN 48 
clarifies the accounting for uncertainty in income taxes recognized in accordance with FASB Statement No. 109, “Accounting for 
Income Taxes.” The interpretation prescribes a recognition threshold and measurement attribute for the recognition and measurement 
of a tax position taken or expected to be taken in an income tax return. It also provides guidance on derecognition, classification, 
interest and penalties, accounting in interim periods, disclosure, and transition. The Company is required to adopt FIN 48 in fiscal 
2008 and is currently reviewing the requirements of FIN 48 to determine the impact on its financial position or results of operations.  

2. Acquisitions  
Apollo Transaction and Related Financing  

On July 21, 2006 (the “Merger Date”), certain affiliates of Apollo Management, L.P. (“Apollo”) purchased the Company from 
The Carlyle Group and management for approximately $1.825 billion, excluding transaction fees, through the merger of Chase 
Merger Sub, Inc., an entity formed and controlled by Apollo, with and into RBS Global, Inc. (the “Merger”). The Merger was 
financed with (i) $485.0 million of 9.50% senior notes due 2014, (ii) $300.0 million of 11.75% senior subordinated notes due 2016, 
(iii) $645.7 million of borrowings under new senior secured credit facilities (consisting of a seven-year $610.0 million term loan 
facility and $35.7 million of borrowings under a six-year $150.0 million revolving credit facility), and (iv) $475.0 million of equity 
contributions (consisting of a $438.0 million cash contribution from Apollo and $37.0 million of rollover stock and stock options held 
by management participants). The proceeds from the Apollo cash contribution and the new financing arrangements, net of related 
debt issuance costs, were used to (i) purchase the Company from existing shareholders for $1,011.6 million, including transaction 
costs; (ii) repay all outstanding borrowings under our previously existing Credit Agreement as of the Merger Date, including accrued 
interest; (iii) repurchase substantially all of our $225.0 million of 10.125% senior subordinated notes outstanding as of the Merger 
Date pursuant to a tender offer, including accrued interest and tender premium; and (iv) pay certain seller-related transaction costs.  

The accompanying condensed consolidated financial statements include the accounts of RBS Global, Inc. and subsidiaries 
subsequent to the Merger (collectively, “the Company”). The financial statements of RBS Global, Inc. and subsidiaries prior to the 
Merger (collectively, the “Predecessor”) are presented for comparative purposes.  

The Merger has been accounted for using the purchase method of accounting and, accordingly, resulted in a new basis of 
accounting for the Company. The purchase price was allocated to identifiable assets acquired and liabilities assumed based upon their 
estimated fair values, which are preliminary and based upon currently available information. The Company is still in the process of 
finalizing third-party appraisals of the acquired property, plant and equipment and certain identifiable intangible assets. In addition, 
management is still finalizing its strategic assessment of the business which may give rise to additional purchase liabilities. 
Accordingly, final adjustments to the purchase price allocation may be required. The Company expects to finalize the purchase price 
allocation within one year from the date of the Merger.  
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The following table summarizes the Company’s assets and liabilities at the date of acquisition (in millions):  
  

The $398.7 million of net assets acquired consists of Apollo’s $438.0 million cash contribution and $3.8 million of carryover basis in 
rollover stock, net of a $43.1 million deemed cash dividend to the selling shareholders that was required to be recognized by 
Emerging Issues Task Force Issue No. 88-16, Basis in Leveraged Buyout Transactions, due to the increased leverage of the Company. 

The $547.0 million of acquired intangible assets consist primarily of tradenames, customer relationships, patents, a covenant not to 
compete and acquired software. The acquired customer relationships, patents, covenant not to compete and software are being 
amortized over their weighted average useful lives (10 years for customer relationships, 11 years for patents, 4 months for the 
covenant not to compete and one year for software). The acquired tradenames have an indefinite life and are not being amortized but 
are tested annually for impairment. Most of the acquired goodwill is not expected to be deductible for income tax purposes.  

Acquisition of Jacuzzi’s Plumbing Products Business  
On October 11, 2006, the Company entered into an agreement with an affiliate of Apollo to acquire the plumbing products 

business (“Zurn”) of Jacuzzi Brands, Inc. for a cash purchase price of approximately $950 million. The Company anticipates the 
purchase price will be financed through an equity investment by Apollo and its affiliates of approximately $290 million and debt 
financing of approximately $660 million, for which Rexnord has received customary commitments. This acquisition, which is 
expected to close in the first quarter 2007, will create a new strategic water management platform for Rexnord. The acquisition of 
Zurn is dependent on Rexnord’s receipt of financing, as well as the completed acquisition of Jacuzzi Brands by Apollo, which is 
subject to customary closing conditions, including the receipt of debt financing and approval by Jacuzzi Brands’ stockholders. 
Rexnord management expects this transaction to be approximately leverage neutral for the company.  

Zurn is a leader in the multi-billion dollar non-residential construction and replacement market for plumbing fixtures and 
fittings. It designs and manufactures plumbing products used in commercial and industrial construction, renovation and facilities 
maintenance markets in North America, and holds a leading market position across most of its businesses.  

Acquisition of Dalong Chain Company  
On July 11, 2006, the Company acquired Dalong Chain Company (“Dalong”) located in China for $5.6 million in cash plus the 

assumption of certain liabilities. The acquisition was financed primarily with existing cash and was accounted for using the purchase 
method of accounting. This acquisition is not expected to have a material impact on the Company’s fiscal 2007 consolidated results of 
operations.  

Acquisition of The Falk Corporation  
On May 16, 2005, the Company acquired The Falk Corporation (“Falk”) from Hamilton Sundstrand, a division of United 

Technologies Corporation (“UTC”), for $301.3 million ($306.2 purchase price including transaction related expenses, net of cash 
acquired of $4.9 million) and the assumption of certain liabilities. The acquisition of Falk was funded by a $312 million term loan 
obtained through an amendment to our credit agreement and was accounted for using the purchase method of accounting. During 
fiscal 2006, the preliminary allocation of the Falk purchase price to identifiable assets acquired and liabilities assumed resulted in the  
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Cash   $ 10.8
Receivables  161.3
Inventories    233.5 
Other current assets   23.3
Property, plant and equipment   374.0
Intangible assets   547.0
Goodwill   984.6
Other assets   59.5

     

Total assets acquired   2,394.0
Accounts payable   (106.1)
Accrued liabilities   (244.1)
Deferred taxes   (209.4)
Long-term debt  (1,435.7)

    
 

Net assets acquired   $ 398.7
    

 



recording of $95.3 million of goodwill. The Company finalized the Falk purchase price allocation in the first quarter of fiscal 2007, 
which resulted in an additional $0.5 million of goodwill.  

The following table sets forth the unaudited pro forma financial information for the Company’s first six months of fiscal 2006 as 
if the acquisition of Falk and related issuance of debt had occurred as of the beginning of that period (in thousands):  
  

3. Restructuring and Other Similar Costs  
The Company did not incur any restructuring and other similar costs during the six months ended September 30, 2006. 

Restructuring and other similar costs totaled $3.9 million and $5.8 million for the quarter and six-month period ended October 2, 
2005, respectively, and relate to plans the Company initiated to restructure certain manufacturing operations and reduce headcount at 
certain locations, including the continuation of certain Falk plant consolidation activity that had been initiated prior to the Company’s 
acquisition of Falk.  

4. Transaction-related Costs  
The Company expensed the following transaction-related costs incurred in connection with the Merger:  

  

Seller-related expenses consist of investment banking fees, outside attorney fees, and other third-party fees. The bond tender 
premium relates to the Company’s $225.0 million of senior subordinated notes, substantially all of which were repurchased in 
connection with the Merger. The Company also incurred a non-cash charge of $20.5 million to write-off the remaining net book value 
of previously-capitalized financing fees related to the Company’s term loans and senior subordinated notes that were 
repaid/repurchased in connection with the Merger.  
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Six Months 
Ended 

October 2, 2005

Net sales   $ 538.4
Net income   $ 12.2

   

Period from 
July 3, 2006

through 
July 21, 2006
(Unaudited)   

Period from 
April 1, 2006 

through 
July 21, 2006
(Unaudited) 

Seller-related expenses  $ 2.5  $ 19.1
Bond tend premium  23.1   23.1
Write-off deferred financing fee    20.5   20.5

        

  $ 46.1  $ 62.7
        



5. Income Taxes  
The provision for income taxes for all periods presented is based on an estimated effective income tax rate for the respective full 

fiscal years. The estimated annual effective income tax rate is determined excluding the effect of significant unusual items or items 
that are reported net of their related tax effects. The tax effect of significant unusual items is reflected in the period in which they 
occur. The Company’s income tax benefit recognized in the first six months of fiscal 2007 was reduced as a result of approximately 
$7.9 million of non-deductible expenses incurred in connection with the sale of the Company to Apollo. In addition, the Company 
increased its valuation allowance for foreign tax credits generated and state net operating losses incurred during this period for which 
the realization of such benefits is not deemed more-likely-than-not.  

6. Comprehensive Income (Loss)  
Comprehensive income (loss) consists of the following (in millions):  

  

7. Inventories  
The major classes of inventories are summarized as follows (in millions):  

  

The Company adjusted inventories to fair value in connection with the Merger, which increased inventories by approximately 
$19.6 million as of July 21, 2006. Approximately $14.0 million of this purchase accounting adjustment relates to inventories that 
were subsequently sold during the period from July 22, 2006 through September 30, 2006; however, the sale of those inventories also 
resulted in approximately $10.0 million of additional last-in, first-out (“LIFO”) income during that same period. As a result, on a 
LIFO basis approximately $15.6 million of the initial purchase accounting adjustment remains in our inventories at September 30, 
2006.  
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   Second Quarter and Periods Ended   Six Months and Periods Ended  

 

  Period from 
July 22, 2006 

through 
September 30,

2006 
(Unaudited)  

 Predecessor   Period from 
July 22, 2006 

through 
September 30,

2006 
(Unaudited)  

 Predecessor  

   

Period from 
July 3, 2006

through 
July 21, 2006
(Unaudited)   

October 2,
2005 

(Unaudited)   

Period from 
April 1, 2006 

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited) 
Net income (loss)   $ 0.4  $ (36.8) $ 7.7  $ 0.4  $ (39.6) $ 12.6 
Other comprehensive income –         

Unrealized loss on interest rate 
derivatives, net of $0.3 tax 
benefit    (0.4) —    —     (0.4) —    —   

Foreign currency translation 
adjustments    0.9   (0.2)  1.3   0.9   3.1   (2.6)

    
 

   
 

       
 

   
 

   
 

Comprehensive income (loss)   $ 0.9  $ (37.0) $ 9.0  $ 0.9  $ (36.5) $ 10.0 
    

 

   

 

       

 

   

 

   

 

  
September 30,

2006  
March 31,

2006

Finished goods   $ 136.3  $ 111.6 
Work in process    45.8  45.6
Raw materials    38.8  36.1

        
 

Inventories at FIFO cost   220.9  193.3
Adjustment to state inventories at LIFO cost    9.0   (1.4)

        
 

  $ 229.9  $ 191.9
        

 



8. Other Current Liabilities  
Other current liabilities are summarized as follows (in millions):  

  

9. Long-Term Debt  
Long-term debt is summarized as follows (in millions):  

  

In connection with the Merger, all borrowings under the Company’s previous credit agreement and substantially all of the 
$225.0 million of 10.125% senior subordinated notes were repaid or repurchased on July 21, 2006. The acquisition was financed in 
part with (i) $485.0 million of 9.50% senior notes due 2014, (ii) $300.0 million of 11.75% senior subordinated notes due 2016, and 
(iii) $645.7 million of borrowings under new senior secured credit facilities (consisting of a seven-year $610.0 million term loan 
facility and $35.7 million of borrowings under a six-year $150.0 million revolving credit facility).  

Borrowings under the Company’s new $610.0 million term loan facility accrue interest, at the Company’s option, at the 
following rates per annum: (i) 2.50% plus the Eurodollar Rate, or (ii) 1.50% plus the Base Rate (which is defined as the higher of the 
Federal funds rate plus 0.5% or the Prime rate). The weighted averaged interest rate on the Company’s outstanding term loans at 
September 30, 2006 was 8.06%. Borrowings under the Company’s new $150.0 million term revolving credit facility accrue interest, 
at the Company’s option, at the following rates per annum: (i) 2.25% plus the Eurodollar Rate, or (ii) 1.25% plus the Base Rate 
(which is defined as the higher of the Federal funds rate plus 0.5% or the Prime rate). The weighted averaged interest rate on the 
Company’s $6.7 million of outstanding revolver borrowings at September 30, 2006 was 9.5%. An additional $22.3 million of the 
revolving credit facility was considered utilized in connection with outstanding letters of credit at September 30, 2006.  

The new senior secured credit facilities limit the Company’s maximum senior secured bank leverage ratio to 4.25 to 1.00, 
beginning with the fiscal quarter ending December 30, 2006.  
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September 30,

2006   
March 31,

2006

Taxes, other than income taxes   $ 3.9  $ 4.4
Sales rebates    5.8  8.5
Severance obligations    2.3  3.2
Customer advances    11.4  7.2
Product warranty    3.3   2.7
Other    14.2  12.4

        

  $ 40.9  $ 38.4
        

   
September 30,

2006   
March 31,

2006

Term loans   $ 610.0  $ 524.0
Borrowings under revolving credit facility    6.7  —  
9.50% Senior notes due 2014    485.0  —  
11.75% Senior subordinated notes due 2016    300.0  —  
10.125% Senior subordinated notes due 2012    0.3  225.0
Other    5.2   4.7

        

Total    1,407.2  753.7
Less current portion    8.7  1.9

        

Long-term debt   $ 1,398.5  $ 751.8
        



10. Interest Rate Derivatives  
In August 2006, the Company entered into an interest rate collar and an interest rate swap to hedge the variability in future cash 

flows associated with a portion of the Company’s variable-rate term loans. The interest rate collar provides an interest rate floor of 
4.0% plus the applicable margin and an interest rate cap of 6.065% plus the applicable margin on $262.0 million of the Company’s 
variable-rate term loans, while the interest rate swap converts $68.0 million of the Company’s variable-rate term loans to a fixed 
interest rate of 5.14% plus the applicable margin. Both the interest rate collar and the interest rate swap became effective on 
October 20, 2006 and have a maturity of three years. These interest rate derivatives have been accounted for as effective cash flow 
hedges in accordance with SFAS Statement No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended. The 
fair value of these interest rate derivatives totaled $(0.7) million at September 30, 2006 and has been recorded on the Company’s 
consolidated balance sheet with a corresponding decrease in Accumulated Other Comprehensive Income.  

11. Product Warranty  
The Company offers warranties on the sales of certain of its products and records an accrual for estimated future claims. Such 

accruals are based upon historical experience and management’s estimate of the level of future claims. The following table presents 
changes in the Company’s product warranty liability (in millions):  
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   Second Quarter and Periods Ended   Six Months and Periods Ended  
   Period from

July 22, 2006
through 

September 30,
2006 

(Unaudited)

  Predecessor   Period from
July 22, 2006

through 
September 30,

2006 
(Unaudited)

  Predecessor  

     

Period from
July 3, 2006 

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited)    

Period from
April 1, 2006 

through 
July 21, 2006
(Unaudited)   

October 2, 
2005 

(Unaudited) 
Balance at beginning of period   $ 3.1  $ 3.1  $ 2.4  $ 3.1  $ 2.7  $ 0.9 
Acquisition of Falk    —    —    —    —    0.3  1.6 
Charged to operations    0.2   —     0.4   0.2   0.4   0.7 
Claims settled    —     —     (0.3)  —     (0.3) (0.7)

            
 

       
 

   
 

Balance at end of period   $ 3.3  $ 3.1  $ 2.5  $ 3.3  $ 3.1  $ 2.5 
            

 

       

 

   

 



12. Retirement Benefits  
The components of net periodic benefit cost are as follows (in millions):  

  

The Company made contributions to its U.S. qualified pension plan trusts of $4.8 million and $8.0 million during the periods from 
July 22, 2006 through September 30, 2006 and from April 1, 2006 through July 21, 2006, respectively. During the first six months of 
fiscal 2006, the Company made contributions of $9.1 million to its U.S. qualified pension plan trusts.  

13. Guarantor Subsidiaries  
The following schedules present condensed consolidating financial information of the Company as of September 30, 2006 and 

for the period from July 22, 2006 through September 30, 2006 for (a) RBS Global, Inc. and its wholly-owned subsidiary Rexnord 
Corporation, which together are co-issuers (the “Issuers”) of the senior notes and senior subordinated notes issued on July 21, 2006 in 
connection with the Merger; (b) on a combined basis, the domestic subsidiaries of the Company, all of which are wholly-owned by 
the Issuers (collectively, the “Guarantor Subsidiaries”); and (d) on a combined basis, the foreign subsidiaries of the Company 
(collectively, the “non-Guarantor Subsidiaries”). Separate financial statements of the Guarantor Subsidiaries are not presented 
because their guarantees of the senior notes and senior subordinated notes are full, unconditional and joint and several, and the 
Company believes separate financial statements and other disclosures regarding the Guarantor Subsidiaries are not material to 
investors.  

The following schedules also present condensed consolidating financial information of the Predecessor as of March 31, 2006 
and for the period from April 1, 2006 through July 21, 2006 and for the quarter and six months ended October 2, 2005 for (a) RBS 
Global, Inc., the Parent company; (b) Rexnord Corporation, a wholly-owned subsidiary of RBS Global, Inc. and the issuer of our 
prior senior subordinated notes, substantially all of which were repurchased on July 21, 2006 in connection with the Merger; (c) on a 
combined basis, the domestic subsidiaries of the Predecessor, all of which were wholly-owned by the Issuers (collectively, the 
“Guarantor Subsidiaries”); and (d) on a combined basis, the foreign subsidiaries of the Predecessor (collectively, the “non-Guarantor 
Subsidiaries”). Separate financial statements of the Guarantor Subsidiaries are not presented because their guarantees of the prior 
senior subordinated notes were full and unconditional and joint and several, and the Company believes separate financial statements 
and other disclosures regarding the Guarantor Subsidiaries are not material to investors.  
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   Second Quarter and Periods Ended   Six Months and Periods Ended  
   Period from 

July 22, 2006 
through 

September 30,
2006 

(Unaudited)  

 Predecessor   Period from 
July 22, 2006 

through 
September 30,

2006 
(Unaudited)

 Predecessor  

   

Period from
July 3, 2006 

through 
July 21, 2006
(Unaudited)  

October 2, 
2005 

(Unaudited)   

Period from 
April 1, 2006 

through 
July 21, 2006
(Unaudited)  

October 2, 
2005 

(Unaudited) 
Pension Benefits:        

Service cost   $ 0.4  $ 0.1  $ 0.5  $ 0.4  $ 0.7  $ 1.0 
Interest cost    2.6   0.7   3.3   2.6   4.1  6.6 
Expected return on plan assets    (2.6)  (0.7)  (3.0)  (2.6)  (4.1) (6.0)
Amortization:        

Actuarial losses    0.1   —    0.1   0.1   0.1  0.1 
                         

Net periodic benefit cost   $ 0.5  $ 0.1  $ 0.9  $ 0.5  $ 0.8  $ 1.7 
    

 

   

 

   

 

   

 

   

 

   

 

Other Postretirement Benefits:        

Service cost   $ 0.1  $ —   $ 0.1  $ 0.1  $ 0.1  $ 0.3 
Interest cost    0.5   0.2   0.7   0.5   0.9  1.4 
Amortization:        

Prior service cost    —     —    (0.1)  —    (0.1) (0.2)
Actuarial losses    0.2   —    0.3   0.2   0.3  0.4 

                         

Net periodic benefit cost   $ 0.8  $ 0.2  $ 1.0  $ 0.8  $ 1.2  $ 1.9 
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Balance Sheet (Unaudited) 
September 30, 2006  
(in millions)  
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   Issuers   
Guarantor 

Subsidiaries  

Non-
Guarantor

Subsidiaries  Eliminations  Consolidated

Assets        

Current assets:     
Cash   $ —    $ 0.7  $ 9.2  $ —    $ 9.9
Receivables, net    —    122.1  61.8   —    183.9
Inventories, net    —    165.7  64.2   —    229.9
Other current assets    —    10.6  14.6   —    25.2

                    

Total current assets    —     299.1   149.8   —     448.9

Receivable from (payable to) affiliates, net    86.8  28.8  (115.6)  —    —  
Property, plant and equipment, net    —    298.3  73.3   —    371.6
Intangible assets, net    —    496.5  43.1   —    539.6
Goodwill    —    807.7  176.9   —    984.6
Investment in:        

Guarantor subsidiaries   1,340.7  —    —    (1,340.7) —  
Non-guarantor subsidiaries    —     174.2   —     (174.2)  —  

Other assets    54.1  2.8  2.1   —    59.0
    

 
       

 
   

 
   

Total assets   $1,481.6  $ 2,107.4  $ 329.6  $ (1,514.9) $ 2,403.7
    

 

       

 

   

 

   

Liabilities and stockholders’ equity        

Current liabilities:        

Current portion of long-term debt   $ 6.1  $ 0.1  $ 2.5  $ —    $ 8.7
Trade payables   —    79.1  39.0  —   118.1
Income taxes payable    (9.6)  10.8   4.3   —     5.5
Deferred income taxes    —    14.0  1.2   —    15.2
Compensation and benefits    —    32.6  13.7   —    46.3
Current portion of pension obligation    —    7.5  —     —    7.5
Current portion of postretirement obligation    —    5.1  —     —    5.1
Interest payable    26.4  —    0.2   —    26.6
Other current liabilities   0.1  30.4  10.4  —   40.9

    
 

       
 

   
 

   

Total current liabilities    23.0  179.6  71.3   —    273.9
Long-term debt    1,395.9  0.6  2.0   —    1,398.5
Note payable to (receivable from) affiliates, net    (338.5) 321.7  16.8   —    —  
Pension obligations    —    26.7  40.1   —    66.8
Postretirement benefit obligations   —    41.5  2.7  —   44.2
Deferred income taxes    (0.3)  182.1   15.2   —     197.0
Other liabilities    0.7  14.5  7.3   —    22.5

    
 

       
 

   
 

   

Total liabilities    1,080.8  766.7  155.4   —    2,002.9

Stockholders’ equity   400.8  1,340.7  174.2  (1,514.9) 400.8
    

 
       

 
   

 
   

Total liabilities and stockholders’ equity   $1,481.6  $ 2,107.4  $ 329.6  $ (1,514.9) $ 2,403.7
    

 

       

 

   

 

   



Condensed Consolidating Balance Sheet  
March 31, 2006  
(in millions)  
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   Parent   Issuer   
Guarantor

Subsidiaries  

Non-
Guarantor

Subsidiaries  Eliminations  Consolidated

Assets:         

Current assets:       
Cash   $ —    $ —    $ 13.3  $ 9.2  $ —    $ 22.5
Receivables, net    —     —     115.4   62.0  —   177.4
Inventories    —     —     140.9   51.0  —   191.9
Other current assets    —     —     10.8   11.4  —   22.2

                        

Total current assets    —     —     280.4   133.6   —     414.0
Receivable from (payable to) affiliates    —     86.8   28.8   (115.6) —   —  
Property, plant and equipment, net    —     —     280.2   68.7  —   348.9
Intangible assets, net    —     —     132.7   8.4  —   141.1
Goodwill    —     28.1   465.0   177.3  —   670.4
Investment in:         

Guarantor subsidiaries   442.1   739.4   —    —   (1,181.5) —  
Non-guarantor subsidiaries    —     —     137.5   —     (137.5)  —  

Other assets    —     21.6   9.9   2.2  —   33.7
    

 
   

 
       

 
   

 
   

Total assets   $442.1  $ 875.9  $ 1,334.5  $ 274.6  $ (1,319.0) $ 1,608.1
    

 

   

 

       

 

   

 

   

Liabilities and stockholders’ equity         

Current liabilities:         

Current portion of long-term debt   $ —    $ —    $ 0.1  $ 1.8  $ —   $ 1.9
Trade payables   —     —     81.8   37.5  —   119.3
Income taxes payable    (1.3)  (11.3)  13.8   2.7   —     3.9
Deferred income taxes    (0.4)  —     7.9   (0.5) —   7.0
Compensation and benefits    —     —     32.5   12.4  —   44.9
Current portion of pension obligations    —     —     20.8   —   —   20.8
Current portion of postretirement obligation    —     —     5.1   —   —   5.1
Interest payable    —     13.3   —     0.2  —   13.5
Other current liabilities   —     (0.1)  29.0   9.5  —   38.4

    
 

   
 

       
 

   
 

   

Total current liabilities    (1.7)  1.9   191.0   63.6  —   254.8
Long-term debt    —     749.0   0.7   2.1  —   751.8
Notes payable to (receivable from) affiliates, net    2.7   (317.1)  294.2   20.2  —   —  
Pension obligations   —     —     23.5   38.1  —   61.6
Postretirement benefit obligations   —     —     31.1   2.4  —   33.5
Deferred income taxes    —     —     36.0   4.2   —     40.2
Other liabilities    —     —     18.6   6.5  —   25.1

    
 

   
 

       
 

   
 

   

Total liabilities    1.0   433.8   595.1   137.1  —   1,167.0
Stockholders’ equity   441.1   442.1   739.4   137.5  (1,319.0) 441.1

    
 

   
 

       
 

   
 

   

Total liabilities and stockholders’ equity   $442.1  $ 875.9  $ 1,334.5  $ 274.6  $ (1,319.0) $ 1,608.1
    

 

   

 

       

 

   

 

   



Condensed Consolidating Statement of Operations (Unaudited) 
Period from July 22, 2006 through September 30, 2006  
(in millions)  
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   Issuers   
Guarantor 

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Net Sales  $ —   $ 193.4  $ 75.8  $ (17.0) $ 252.2 
Cost of sales    —     130.4   54.8   (17.0)  168.2 

    
 

   
 

   
 

   
 

   
 

Gross profit    —    63.0   21.0   —     84.0 

Selling, general and administrative expenses    —    31.2   11.5   —     42.7 
Amortization of intangible assets   —    7.3   0.1    7.4 

    
 

   
 

   
 

   
 

   
 

Income from operations    —    24.5   9.4   —     33.9 

Non-operating income (expense):       

Interest expense:       

To third parties    (28.0)  (0.1)  (0.3)  —     (28.4)
To affiliates   (10.6)  12.3   (1.7)  —     0.0 

Other, net    (0.4)  5.8   (6.0)  —     (0.6)
    

 
   

 
   

 
   

 
   

 

Income (loss) before income taxes    (39.0)  42.5   1.4   —     4.9 

Provision (benefit) for income taxes    (13.7)  17.2   1.0   —     4.5 
                     

Income (loss) before equity in earnings (loss) of 
subsidiaries    (25.3)  25.3   0.4   —     0.4 

Equity in earnings of subsidiaries    25.7   0.4   —    (26.1)  —   
                     

Net income   $ 0.4  $ 25.7  $ 0.4  $ (26.1) $ 0.4 
    

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Operations (Unaudited) 
Period from July 3, 2006 through July 21, 2006  
(in millions)  
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   Parent   Issuer   
Guarantor

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Net Sales   $ —   $ —    $ 30.5  $ 18.2  $ (2.9) $ 45.8 
Cost of sales    —     —     28.1   13.8   (2.9)  39.0 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit    —     —    2.4   4.4  —    6.8 

Selling, general and administrative expenses    0.1   —    8.6   3.6  —    12.3 
Transaction related costs    —    43.6  2.5   —    —    46.1 
Amortization of intangible assets    —     —     1.0   —     —     1.0 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) from operations    (0.1)  (43.6) (9.7)  0.8  —    (52.6)

Non-operating income (expense):        

Interest expense:        

To third parties    —    (3.5) (0.1)  (0.3) —    (3.9)
To affiliates    —     35.7   (35.2)  (0.5)  —     —   

Other, net    (0.1)  —    0.8   (0.4) —    0.3 
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before income taxes    (0.2)  (11.4) (44.2)  (0.4) —    (56.2)

Provision (benefit) for income taxes    (0.1)  (4.0) (15.3)  —    —    (19.4)
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before equity in earnings (loss) of 
subsidiaries    (0.1)  (7.4) (28.9)  (0.4) —    (36.8)

Equity in earnings of subsidiaries    (36.7)  (29.3) (0.4)  —    66.4   —   
                         

Net income (loss)   $(36.8) $(36.7) $ (29.3) $ (0.4) $ 66.4  $ (36.8)
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Operations (Unaudited) 
Quarter ended October 2, 2005  
(in millions)  
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   Parent  Issuer   
Guarantor 

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Net sales  $ —    $ —    $ 207.6  $ 77.9  $ (12.2) $ 273.3 
Cost of sales    —     —     140.9   57.8   (12.2)  186.5 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit    —     —     66.7  20.1   —     86.8 

Selling, general and administrative expenses    0.1   0.1   32.5  15.3   —     48.0 
Restructuring and other similar costs   —     —     2.0  1.9   —    3.9 
Amortization of intangible assets    —     —     3.9   0.1   —     4.0 

    
 

   
 

   
 

   
 

   
 

   
 

Income from operations    (0.1)  (0.1)  28.3  2.8   —     30.9 

Non-operating income (expense):        

Interest expense:        

To third parties   —     (15.5)  —   (0.7)  —    (16.2 )
To affiliates    —     1.2   1.0   (2.2)  —     —   

Other, net    (0.5)  (0.2)  (0.7) (0.1)  —     (1.5 )
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before income taxes    (0.6)  (14.6)  28.6  (0.2)  —     13.2 
Provision (benefit) for income taxes   (0.2)  (5.1)  11.1  (0.3)  —    5.5 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before equity in earnings of 
subsidiaries    (0.4)  (9.5)  17.5  0.1   —     7.7 

Equity in earnings of subsidiaries    8.1   17.6   0.1  —     (25.8)  —   
                         

Net income   $ 7.7  $ 8.1  $ 17.6  $ 0.1  $ (25.8) $ 7.7 
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Operations (Unaudited) 
Period from April 1, 2006 through July 21, 2006  
(in millions)  
  

  
19 

   Parent   Issuer   Subsidiaries  
Guarantor

Subsidiaries  
Non-Guarantor

Eliminations   Consolidated 

Net Sales  $ —    $ —   $ 253.1 $ 100.8 $ (19.7) $ 334.2 
Cost of sales    —      183.6   73.8   (19.7)  237.7 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit   —    —    69.5   27.0   —    96.5 

Selling, general and administrative expenses   0.2  —    44.7   18.2   —    63.1 
Transaction related costs  —    43.6   19.1  —    —    62.7 
Amortization of intangible assets    —     —     5.0   —      5.0 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) from operations   (0.2) (43.6)  0.7   8.8   —    (34.3)

Non-operating income (expense):        

Interest expense:        

To third parties   (20.0)  (0.1)  (0.9)  —    (21.0)
To affiliates     34.3   (31.6)  (2.7)  —     —   

Other, net   (0.6) —    2.9   (2.7)  —    (0.4)
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before income taxes   (0.8) (29.3)  (28.1)  2.5   —    (55.7)

Provision (benefit) for income taxes  (0.3) (10.3)  (7.0)  1.5  —    (16.1)
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before equity in earnings (loss) of 
subsidiaries   (0.5) (19.0)  (21.1)  1.0   —    (39.6)

Equity in earnings of subsidiaries   (39.1) (20.1)  1.0   —     58.2   —   
                         

Net income (loss)   $(39.6) $(39.1) $ (20.1) $ 1.0  $ 58.2  $ (39.6)
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Operations (Unaudited) 
Six months ended October 2, 2005  
(in millions)  
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   Parent  Issuer   
Guarantor

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Net sales   $ —    $ —   $ 388.5  $ 151.8  $ (27.1) $ 513.2 
Cost of sales    —     —     268.9   113.3   (27.1)  355.1 

    
 

   
 

   
 

   
 

   
 

   
 

Gross profit    —     —    119.6  38.5   —     158.1 

Selling, general and administrative expenses    0.1   0.1  60.6  29.1   —     89.9 
Restructuring and other similar costs    —     —   3.6  2.2   —     5.8 
Amortization of intangible assets    —     —     7.5   0.1   —     7.6 

    
 

   
 

   
 

   
 

   
 

   
 

Income from operations    (0.1)  (0.1) 47.9  7.1   —     54.8 

Non-operating income (expense):        

Interest expense:        

To third parties    —     (28.8) —   (1.0)  —     (29.8)
To affiliates    —     3.2   1.2   4.4   —     —   

Other, net    (1.0)  (0.9) (0.9) (0.1)  —     (2.9)
    

 
   

 
   

 
   

 
   

 
   

 

Income (loss) before income taxes    (1.1)  (26.6) 48.2  1.6   —     22.1 
Provision (benefit) for income taxes    (0.4)  (9.2) 18.8  0.3   —     9.5 

    
 

   
 

   
 

   
 

   
 

   
 

Income (loss) before equity in earnings of subsidiaries    (0.7)  (17.4) 29.4  1.3   —     12.6 
Equity in earnings of subsidiaries    13.3   30.7  1.3  —    (45.3)  —   

                         

Net income   $12.6  $ 13.3  $ 30.7  $ 1.3  $ (45.3) $ 12.6 
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Cash Flows (Unaudited) 
Period from July 22, 2006 through September 30, 2006  
(in millions)  
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   Issuers   
Guarantor 

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Operating activities       
Net income (loss)   $ 0.4  $ 25.7  $ 0.4  $ (26.1) $ 0.4 

Noncash adjustments    (24.4)  15.2   2.1   26.1   19.0 
Changes in operating assets and liabilities, 

including intercompany activity    31.3   (38.8)  2.0   —     (5.5)
                     

Cash provided by operating activities    7.3   2.1   4.5   —     13.9 

Investing activities       

Expenditures for property, plant and 
equipment    —     (8.0)  (1.8)  —     (9.8)

Proceeds from dispositions of property, 
plant and equipment    —     1.1   —     —     1.1 

Acquisitions, net of cash acquired    (1,011.6)  —     —     —     (1,011.6)
                     

Cash used for investing activities    (1,011.6)  (6.9)  (1.8)  —     (1,020.3)

Financing activities       

Proceeds from issuance of long-term debt    1,430.7   —     —      1,430.7 
Repayments of long-term debt    (786.1)  (0.1)  (0.1)  —     (786.3)
Payment of financing fees    (55.2)  —     —     —     (55.2)
Payment of tender premium    (23.1)  —     —     —     (23.1)
Capital contribution    438.0   —     —     —     438.0 

    
 

   
 

   
 

   
 

   
 

Cash provided by (used for) financing 
activities    1,004.3   (0.1)  (0.1)  —     1,004.1 

Effect of exchange rate changes on cash    —     —     1.4   —     1.4 
    

 
   

 
   

 
   

 
   

 

(Decrease) increase in cash    —     (4.9)  4.0   —     (0.9)
Cash at beginning of period    —     5.6   5.2   —     10.8 

                     

Cash at end of period   $ —    $ 0.7  $ 9.2  $ —    $ 9.9 
    

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Cash Flows (Unaudited) 
Period from April 1, 2006 through July 21, 2006  
(in millions)  
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   Parent   Issuer   
Guarantor

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Operating activities       
Net income (loss)   $(39.6) $(39.1) $ (20.1) $ 1.0  $ 58.2  $ (39.6)

Noncash adjustments    39.2   41.7  13.5   3.3  (58.2)  39.5 
Changes in operating assets and liabilities, 

including intercompany activity    0.4   (10.8) 12.3   (6.2) —    (4.3)
                         

Cash provided by (used for) operating activities    —     (8.2)  5.7   (1.9)  —     (4.4)

Investing activities        

Expenditures for property, plant and 
equipment    —     —    (9.5)  (2.2) —    (11.7)

Proceeds from dispositions of property, 
plant and equipment    —     —    1.6   —    —    1.6 

Acquisitions, net of cash acquired    —    —    (5.6)  —    —    (5.6)
                         

Cash used for investing activities    —     —    (13.5)  (2.2) —    (15.7)

Financing activities        

Proceeds from issuance of long-term debt    —     16.9  —    —    —    16.9 
Repayments of long-term debt    —     (8.5) —    —    —    (8.5)
Payment of financing fees    —    (0.2) —    —    —    (0.2)

    
 

   
 

   
 

   
 

   
 

   
 

Cash provided by financing activities    —     8.2  —    —    —    8.2 

Effect of exchange rate changes on cash    —     —    —    0.2  —    0.2 
                         

Decrease in cash    —     —    (7.8)  (3.9) —    (11.7)
Cash at beginning of period    —     —    13.3   9.2  —    22.5 

    
 

   
 

   
 

   
 

   
 

   
 

Cash at end of period   $ —    $ —    $ 5.5  $ 5.3  $ —   $ 10.8 
    

 

   

 

   

 

   

 

   

 

   

 



Condensed Consolidating Statement of Cash Flows (Unaudited) 
Six months ended October 2, 2005  
(in millions)  
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   Parent   Issuer   
Guarantor 

Subsidiaries  
Non-Guarantor

Subsidiaries   Eliminations  Consolidated 

Operating activities     
Net income   $ 12.6  $ 13.3  $ 30.7  $ 1.3  $ (45.3) $ 12.6 
Noncash adjustments    (13.3)  (28.9)  22.3   5.0  (45.3)  30.4 
Changes in operating assets and liabilities, 

including intercompany activity    (0.3)  46.4   (59.2)  0.9  —    (12.2)
                         

Cash provided by (used for) operating activities    (1.0)  30.8   (6.2)  7.2   —     30.8 

Investing activities        

Expenditures for property, plant and equipment    —    —     (9.7)  (3.0) —    (12.7)
Acquisition of Falk, net of cash acquired    —    (301.3)  —    —    —    (301.3)

                         

Cash used for investing activities   —    (301.3)  (9.7)  (3.0) —    (314.0)

Financing activities        

Proceeds from issuance of long-term debt    —    312.0   —    —    —    312.0 
Net payments on long-term debt    —    (34.0)  —    (1.2) —    (35.2)
Payment of financing fees    —    (7.5)  —    —    —    (7.5)
Proceeds from issuance of common stock    1.0   —     —    —    —    1.0 

                         

Cash provided (used) by financing activities    1.0   270.5   —    (1.2) —    270.3 

Effect of exchange rate changes on cash    —    —     —    (0.3) —    (0.3)
    

 
   

 
   

 
   

 
   

 
   

 

Decrease in cash   —    —    (18.3)  2.7 —    (15.6)
Cash at beginning of period    —     —     15.9   10.4   —     26.3 

    
 

   
 

   
 

   
 

   
 

   
 

Cash at end of period   $ —   $ —    $ —   $ 13.1  $ —   $ 13.1 
    

 

   

 

   

 

   

 

   

 

   

 



ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS.  
Critical Accounting Policies and Estimates  

The condensed consolidated financial statements have been prepared in accordance with accounting principles generally 
accepted in the United States which require the Company to make estimates and assumptions that affect the reported amounts of 
assets and liabilities on the date of the financial statements and revenues and expenses during the periods reported. Actual results 
could differ from those estimates. Refer to Item 7, Management’s Discussion and Analysis of Financial Condition and Results of 
Operations, of the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2006 for information with respect to 
the Company’s critical accounting policies, which the Company believes could have the most significant effect on the Company’s 
reported results and require subjective or complex judgments by management. Management believes that as of September 30, 2006 
and during the period from July 3, 2006 through September 30, 2006, there has been no material change to this information.  

Fiscal Year  
The Company’s fiscal year ends on March 31.  

Apollo Transaction and Related Financing  
On July 21, 2006 (the “Merger Date”), certain affiliates of Apollo Management, L.P. (“Apollo”) purchased the Company from 

The Carlyle Group and management for approximately $1.825 billion, excluding transaction fees, through the merger of Chase 
Merger Sub, Inc., an entity formed and controlled by Apollo, with and into RBS Global, Inc. (the “Merger”). The Merger was 
financed with (i) $485.0 million of 9.50% senior notes due 2014, (ii) $300.0 million of 11.75% senior subordinated notes due 2016, 
(iii) $645.7 million of borrowings under new senior secured credit facilities (consisting of a seven-year $610.0 million term loan 
facility and $35.7 million of borrowings under a six-year $150.0 million revolving credit facility), and (iv) $475.0 million of equity 
contributions (consisting of a $438.0 million cash contribution from Apollo and $37.0 million of rollover stock and stock options held 
by management participants). The proceeds from the Apollo cash contribution and the new financing arrangements, net of related 
debt issuance costs, were used to (i) purchase the Company from existing shareholders for $1,011.6 million, including transaction 
costs; (ii) repay all outstanding borrowings under our previously existing Credit Agreement as of the Merger Date, including accrued 
interest; (iii) repurchase substantially all of our $225.0 million of 10.125% senior subordinated notes outstanding as of the Merger 
Date pursuant to a tender offer, including accrued interest and tender premium; and (iv) pay certain seller-related transaction costs.  

The accompanying condensed consolidated financial statements include the accounts of RBS Global, Inc. and subsidiaries 
subsequent to the Merger (collectively, “the Company”). The financial statements of RBS Global, Inc. and subsidiaries prior to the 
Merger (collectively, the “Predecessor”) are presented for comparative purposes.  

The Merger has been accounted for using the purchase method of accounting and, accordingly, resulted in a new basis of 
accounting for us. The purchase price was allocated to identifiable assets acquired and liabilities assumed based upon their estimated 
fair values which are preliminary and based upon currently available information. We are still in the process of finalizing third-party 
appraisals of the acquired property, plant and equipment and certain identifiable intangible assets. In addition, we are still finalizing 
our strategic assessment of our business which may give rise to additional purchase liabilities. Accordingly, final adjustments to the 
purchase price allocation may be required. We expect to finalize the purchase price allocation within one year from the date of the 
Merger.  

Acquisition of Jacuzzi’s Plumbing Products Business  
On October 11, 2006, we entered into an agreement with an affiliate of Apollo to acquire the plumbing products business 

(“Zurn”) of Jacuzzi Brands, Inc. for a cash purchase price of approximately $950 million. We anticipate the purchase price will be 
financed through an equity investment by Apollo and its affiliates of approximately $290 million and debt financing of approximately 
$660 million, for which Rexnord has received customary commitments. This acquisition, which is expected to close in the first 
quarter 2007, will create a new strategic water management platform for us. The acquisition of Zurn is dependent on our receipt of 
financing, as well as the completed acquisition of Jacuzzi Brands by Apollo, which is subject to customary closing conditions, 
including the receipt of debt financing and approval by Jacuzzi Brands’ stockholders. We expect this transaction to be approximately 
leverage neutral for the Company.  
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Zurn is a leader in the multi-billion dollar non-residential construction and replacement market for plumbing fixtures and 
fittings. It designs and manufactures plumbing products used in commercial and industrial construction, renovation and facilities 
maintenance markets in North America, and holds a leading market position across most of its businesses.  

Results of Operations  
As described above, the Merger occurred on July 21, 2006, which created a new basis of accounting for the Company as 

compared to the Predecessor company. For ease of comparison in this management’s discussion and analysis, the results of the 
Company from July 22, 2006, through September 30, 2006 are combined with the results of the Predecessor for the period from 
July 3, 2006, through July 21, 2006, with the result being referred to as the “second quarter” ended September 30, 2006. Similarly, the 
results of the Company from July 22, 2006, through September 30, 2006 are combined with the results of the Predecessor for the 
period from April 1, 2006 through July 21, 2006, with the result being referred to as the six months ended September 30, 2006.  

Overview  
Sales in the second quarter and first six months of fiscal 2007 improved versus the comparable prior year periods. The sales 

growth was driven largely by strength in our industrial products end markets of natural resource extraction, metals processing and 
infrastructure expansion (mining, cement, aggregates) and food and beverages as well as strong demand for our aerospace products. 
The acquisition of Falk in May 2005 also accounted for $25.2 million of the sales increase in the first six months of fiscal 2007. In 
addition to the sales growth, orders in the second quarter and first six months of fiscal 2007 grew 9.4% and 17.5%, respectively, over 
the comparable prior year periods, and our backlog as of September 30, 2006 was $376.4 million.  

Despite the incremental operating profit generated by the year-over-year sales growth, income from operations for the second 
quarter and first six months of fiscal 2007 decreased $49.6 million and $55.2 million, respectively, over the comparable prior year 
periods primarily as a result of (i) transaction-related costs we incurred in connection with the sale of the Company to Apollo, and 
(ii) additional depreciation and amortization of $4.9 million and $5.3 million, respectively, related to adjusting our property, plant and 
equipment and intangibles to fair value as part of the Apollo transaction.  

Non-operating expenses in the second quarter and first six months of fiscal 2007 increased $14.9 million and $17.7 million, 
respectively, over the comparable prior year periods. These increases are due primarily to higher interest expense resulting from our 
increased indebtedness subsequent to the Merger.  
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Second Quarter Ended September 30, 2006 Compared with the Second Quarter Ended October 2, 2005  
  

Net Sales  
Sales in the second quarter of fiscal 2007 were $298.1 million, an increase of $24.8 million or 9.1%, from last year’s second 

quarter sales of $273.3 million. The sales increase was driven primarily by strength in our industrial products end markets of natural 
resource extraction, metals processing, infrastructure expansion (mining, cement, aggregates) and food and beverages as well as 
strong demand for our aerospace products. In addition, our acquisition of Dalong accounted for $3.7 million of the sale increase over 
the prior year. Foreign currency fluctuations also favorably impacted sales by approximately $2.9 million during the quarter as the 
Euro and Canadian dollar strengthened against the U.S. dollar compared to the prior year.  

Cost of Sales  
Cost of sales were $207.3 million in the second quarter of fiscal 2007, an increase of $20.8 million, or 11.2%, over the second 

quarter of fiscal 2006 cost of sales of $186.5 million. The increase in cost of sales was due primarily to the higher net sales between 
periods, as well as a $14.0 million unfavorable impact from selling inventories that had been adjusted to fair value in purchase 
accounting for the Merger. However, the unfavorable purchase accounting impact was partially mitigated on a last-in, first-out 
(“LIFO”) basis as we also recognized $9.0 million of LIFO income in the current year quarter compared to $1.9 million of LIFO 
income in the second quarter of fiscal 2006.  

Gross Profit  
Gross profit in the second quarter of fiscal 2007 was $90.8 million, an increase of $4.0 million or 4.6% over second quarter 

fiscal 2007 gross profit of $86.8 million. The increase in gross profit dollars was driven largely by the higher net sales discussed 
above. As a percent of net sales, gross profit margins in the second quarter of fiscal 2007 declined 130 basis points to 30.5% 
compared to 31.8% in the second quarter of fiscal 2006. The purchase accounting adjustments discussed above and LIFO unfavorably 
impacted current quarter gross profit margins by a combined 170 basis points, whereas the prior year quarter gross profit margins 
were  
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   Second Quarter and Periods Ended September 30, 2006     
   

Period from
July 22, 2006

through 
September 30,

2006 
(Unaudited)  

 Predecessor   Combined   

Quarter 
Ended 

October 2, 
2005 

(Unaudited) (in millions)    

Period from 
July 3, 2006 

through 
July 21, 2006
(Unaudited)   

Period from 
July 3, 2006 

through 
September 30,

2006 
(Unaudited)   

Net sales  $ 252.3  $ 45.8 $ 298.1  $ 273.3 
Cost of sales    168.3   39.0   207.3   186.5 

    
 

   
 

   
 

   
 

Gross profit    84.0   6.8   90.8  86.8 
Gross profit as a % of sales    33.3 %   14.8 %   30.5 %  31.8 %
Selling, general and administrative expenses   42.7   12.3  55.0  48.0 
Restructuring and other similar costs    —     —     —     3.9 
Transaction-related costs    —    46.1   46.1  —   
Amortization of intangible assets    7.4   1.0   8.4  4.0 

    
 

   
 

   
 

   
 

Income (loss) from operations   33.9   (52.6)  (18.7)  30.9 
Non-operating income (expense):      —    

Interest expense, net    (28.4)   (3.9)   (32.3)  (16.2)
Other, net    (0.6)   0.3   (0.3)  (1.5)

    
 

   
 

   
 

   
 

Income (loss) before income taxes   4.9   (56.2)  (51.3)  13.2 
Provision (benefit) for income taxes   4.5   (19.4)  (14.9)  5.5 

    
 

   
 

   
 

   
 

Net income (loss)   $ 0.4  $ (36.8)  $ (36.4)  $ 7.7 
    

 

   

 

   

 

   

 



favorably impacted by these items by 70 basis points. The reduction in gross profit margins year-over-year from purchase accounting 
adjustments and LIFO was partially offset by the realization of synergies and fixed cost reductions achieved over the past year 
resulting from the integration of the Falk and Rexnord businesses.  

Selling, General and Administrative Expenses (“SG&A”)  
SG&A expenses were $55.0 million in the second quarter of fiscal 2007, an increase of $7.0 million, or 14.6%, from the prior 

year second quarter SG&A expenses of $48.0 million. As a percentage of net sales, SG&A expenses increased to 18.5% in the second 
quarter of fiscal 2007 from 17.6% in the second quarter of fiscal 2006. Higher stock option expense due to the adoption of SFAS 
No. 123R accounted for $1.2 million (40 basis points) of this increase, and higher depreciation expense (primarily information 
technology related costs) accounted for $1.0 million (30 basis points) of the increase. The remaining increase in SG&A as a 
percentage of net sales was driven by higher compensation costs (primarily severance) as compared to the prior year quarter.  

Restructuring and Other Similar Costs  
We did not incur any restructuring and other similar costs in the second quarter of fiscal 2007. We expensed $3.9 million of 

restructuring and similar costs in the second quarter of fiscal 2006 related the restructuring of certain manufacturing operations and 
headcount reductions at certain locations, including the continuation of certain Falk plant consolidation activity that had been initiated 
prior to our acquisition of Falk.  

Transaction-Related Costs  
We expensed $46.1 million of Apollo transaction-related costs in the second quarter of fiscal 2007. These costs consisted of 

(i) $2.5 million of seller-related expenses, including investment banking fees, outside attorney fees, and other third-party fees; 
(ii) $23.1 million of bond tender premium related to the $225.0 million of senior subordinated notes, substantially all of which were 
repurchased in connection with the Merger; and (iii) a non-cash charge of $20.5 million to write-off the remaining net book value of 
previously-capitalized financing fees related to the term loans and senior subordinated notes that we repaid/repurchased in connection 
with the Merger. There were no transaction-related costs in the second quarter of fiscal 2006.  

Amortization of Intangible Assets  
We continue to amortize the cost of our intangible assets, which include patents, customer relationships (including distribution 

network), a covenant not to compete and software. Amortization of these intangible assets increased to $8.4 million in the second 
quarter of fiscal 2007 compared to $4.0 million in the second quarter of fiscal 2006 due to the amortization of intangible assets 
resulting from the Merger.  

Interest Expense, net  
Interest expense, net was $32.3 million in the second quarter of fiscal 2007 compared to $16.2 million in the second quarter of 

fiscal 2006. As a result of the Merger, we have increased our overall indebtedness, and a larger portion of that debt consists of senior 
notes which have higher interest rates than our term loans.  

Other Expense, net  
Other expense, net was $0.3 million in the second quarter of fiscal 2007 and includes $0.3 million of foreign currency 

transaction gains, a $0.1 million loss on dispositions of fixed assets and $0.5 million of management fee expenses. Other expense, net 
was $1.5 million in the second quarter of fiscal 2006 and includes $0.6 million of foreign currency transaction losses, $0.2 million of 
attorney fees incurred as part of the refinancing of our credit agreement, $0.5 million of management fee expenses and $0.2 million of 
other expenses.  

Income Tax Expense  
Our effective income tax rate for the second quarter of fiscal 2007 was 29% compared to 42% in the second quarter of fiscal 

2006. The income tax benefit we recognized in the second quarter of fiscal 2007 was reduced as a result of an increase in our 
valuation allowance for foreign tax credits generated and state net operating losses incurred during the quarter for which the 
realization of such benefits is not deemed more-likely-than-not.  

Net (Loss) Income  
Our net loss for the second quarter of fiscal 2007 was $36.4 million compared to net income of $7.7 million in the second 

quarter of fiscal 2006 due to the factors described above.  
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Six Months Ended September 30, 2006 Compared with the Six Months Ended October 2, 2005  
  

Net Sales  
Sales in the first six months of fiscal 2007 were $586.5 million, an increase of $73.3 million or 14.3%, from sales in the first six 

months of fiscal 2006 of $513.2 million. Approximately $25.2 million of this increase was due to the timing of the Falk acquisition in 
May 2005, as the first half of our prior fiscal year only included approximately 4.5 months of Falk sales. The remaining sales increase 
of $48.1 million was driven primarily by strength in industrial products end markets of natural resource extraction, metals processing, 
infrastructure expansion (mining, cement, aggregates) and food and beverages as well as strong demand for our aerospace products. 
In addition, our acquisition of Dalong accounted for $3.7 million of the sale increase over the prior year. Foreign currency 
fluctuations also favorably impacted sales by approximately $6.4 million during the first six months of fiscal 2007 as the Euro and 
Canadian dollar strengthened against the U.S. dollar compared to the year.  

Cost of Sales  
Cost of sales were $406.0 million in the first six months of fiscal 2007, an increase of $50.9 million, or 14.3%, over cost of sales 

in the first six months of fiscal 2006 of $355.1 million. The increase in cost of sales was due primarily to the higher net sales between 
periods, as well as a $14.0 million unfavorable impact from selling inventories that had been adjusted to fair value in  
purchase accounting for the Merger. However, the unfavorable purchase accounting impact was partially mitigated on a last-in, first-
out (“LIFO”) basis as we also recognized $8.0 million of LIFO income in the first six months of fiscal 2007, compared to $1.5 million 
of LIFO income in the first six months of fiscal 2006.  

Gross Profit  
Gross profit in the first six months of fiscal 2007 was $180.5 million, an increase of $22.4 million or 14.2% over gross profit in the 
first six months of fiscal 2006 of $158.1 million. The increase in gross profit dollars was driven largely by the higher net sales 
discussed above. As a percent of net sales, gross profit margins were 30.8% in the first six months of fiscal 2007 and fiscal 2006. The  
  

28 

   Six Months and Periods Ended September 30, 2006  
   

Period from 
July 22, 2006 

through 
September 30,

2006 
(Unaudited)  

 Predecessor   Combined     

(in millions)    

Period from 
April 1, 2006

through 
July 21, 2006
(Unaudited)   

Period from
April 1, 2006 

through 
September 30,

2006 
(Unaudited)   

Six Months 
Ended 

October 2, 
2005 

(Unaudited) 
Net sales   $ 252.3 $ 334.2 $ 586.5  $ 513.2 
Cost of sales    168.3   237.7   406.0   355.1 

    
 

   
 

   
 

   
 

Gross profit    84.0  96.5   180.5  158.1 
Gross profit as a % of sales    33.3 %  28.9 %   30.8 %  30.8 %
Selling, general and administrative expenses    42.7 63.1  105.8  89.9 
Restructuring and other similar costs    —     —     —     5.8 
Transaction-related costs    —    62.7   62.7  —   
Amortization of intangible assets    7.4  5.0   12.4  7.6 

    
 

   
 

   
 

   
 

Income (loss) from operations    33.9 (34.3)  (0.4)  54.8 
Non-operating income (expense):      

Interest expense, net    (28.4)  (21.0)   (49.4)  (29.8)
Other, net    (0.6)  (0.4)   (1.0)  (2.9)

    
 

   
 

   
 

   
 

Income (loss) before income taxes    4.9 (55.7)  (50.8)  22.1 
Provision (benefit) for income taxes    4.5 (16.1)  (11.6)  9.5 

    
 

   
 

   
 

   
 

Net income (loss)   $ 0.4  $ (39.6)  $ (39.2)  $ 12.6 
    

 

   

 

   

 

   

 



purchase accounting adjustments discussed above and LIFO unfavorably impacted current year gross profit margins by a combined 
100 basis points, whereas the prior year gross profit margins were favorably impacted by these items by 30 basis points. The 
reduction in gross profit margins year-over-year from purchase accounting adjustments and LIFO was offset by the realization of 
synergies and fixed cost reductions achieved over the past year resulting from the integration of the Falk and Rexnord businesses.  

Selling, General and Administrative Expenses  
SG&A expenses were $105.8 million in the first six months of fiscal 2007, an increase of $15.9 million, or 17.7%, from SG&A 

expenses in the first six months of fiscal 2006 of $89.9 million. As a percentage of net sales, SG&A expenses increased to 18.0% in 
the first six months of fiscal 2007 from 17.5% in the first six months of fiscal 2006. Higher stock option expense due to the adoption 
of SFAS No. 123R accounted for $1.2 million (20 basis points) of this increase, and higher deprecation expense (primarily 
information technology related costs) accounted for $1.3 million (20 basis points) of the increase. The remaining increase in SG&A 
as a percentage of net sales was driven by higher compensation costs (primarily severance) as compared to the first six months of the 
prior year.  

Restructuring and Other Similar Costs  
We did not incur any restructuring and other similar costs in the first six months of fiscal 2007. We expensed $5.8 million of 

restructuring and similar costs in the first six months of fiscal 2006 related the restructuring of certain manufacturing operations and 
headcount reductions at certain locations, including the continuation of certain Falk plant consolidation activity that had been initiated 
prior to our acquisition of Falk.  

Transaction-Related Costs  
We expensed $62.7 million of Apollo transaction-related costs in the first six months of fiscal 2007. These costs consisted of 

(i) $19.1 million of seller-related expenses, including investment banking fees, outside attorney fees, and other third-party fees; 
(ii) $23.1 million of bond tender premium related to the $225.0 million of senior subordinated notes, substantially all of which were 
repurchased in connection with the Merger; and (iii) a non-cash charge of $20.5 million to write-off the remaining net book value of 
previously-capitalized financing fees related to the term loans and senior subordinated notes that we repaid/repurchased in connection 
with the Merger. There were no transaction-related costs in the first six months of fiscal 2006.  

Amortization of Intangible Assets  
We continue to amortize the cost of our intangible assets, which include patents, customer relationships (including distribution 

network), a covenant not to compete and software. Amortization of these intangible assets increased to $12.4 million in the first six 
months of fiscal 2007 compared to $7.6 million in the first six months of fiscal 2006 due to the amortization of intangible assets 
resulting from the Merger.  

Interest Expense, net  
Interest expense, net was $49.4 million in the first six months of fiscal 2007 compared to $29.8 million in the first six months of 

fiscal 2006. As a result of the Merger, we have increased our overall indebtedness, and a larger portion of that debt consists of senior 
notes which have higher interest rates than our term loans.  

Other Expense, net  
Other expense, net was $1.0 million in the first six months of fiscal 2007 and includes $1.2 million of foreign currency 

transaction losses, a $1.3 million gain on dispositions of fixed assets, $1.0 million of management fee expenses and $0.1 million of 
other expense. Other expense, net was $2.9 million in the first six months of fiscal 2006 and included management fee expenses of 
$1.0 million, foreign currency transaction losses of $0.8 million, attorney fees incurred as part of the refinancing of our credit 
agreement $0.9 million and other miscellaneous expenses of $0.2 million.  

Income Tax Expense  
Our effective income tax rate for the first six months of fiscal 2007 was 23% compared to 43% in the first six months of fiscal 

2006. The income tax benefit we recognized in the first six months of fiscal 2007 was reduced as a result of approximately $7.9 
million of non-deductible expenses incurred in connection with the sale of the Company to Apollo. In addition, we increased our 
valuation allowance for foreign tax credits generated and state net operating losses incurred during this period for which the 
realization of such benefits is not deemed more-likely-than-not.  
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Net (Loss) Income  
Our net loss for the first six months of fiscal 2007 was $39.2 million compared to net income of $12.6 million in the first six 

months of fiscal 2006 due to the factors described above.  

Liquidity and Capital Resources  
Liquidity  

Our primary source of liquidity is available cash, cash flow from operations and borrowing availability under our revolving 
credit facility. As of September 30, 2006, we had $9.9 million of cash and had approximately $121.0 million of additional borrowings 
available to us under our revolving credit facility (there were $6.7 million of borrowings outstanding under the facility, and an 
additional $22.3 million of the facility was utilized in connection with outstanding letters of credit). Our revolving credit facility is 
available to fund our working capital requirements, capital expenditures and other general corporate purposes.  

Net cash provided by operating activities in the first six months of fiscal 2007 was $9.5 million compared to $30.8 million in the 
first six months of fiscal 2006. Increased trade working capital (receivables, inventories and accounts payable) used $16.9 million 
more of cash year-over-year in support of the sales growth.  

Net cash used for investing activities was $1,036.0 million in the first six months of fiscal 2007 compared to $314.0 million in 
the first six months of fiscal 2006. We used $1,011.6 million of cash to fund the Apollo transaction and $5.6 million to fund our 
acquisition of Dalong in the first six months of fiscal 2007. The first six months of fiscal 2006 include a $301.3 million cash outflow 
related to our acquisition of Falk. We also had higher capital expenditures and higher proceeds from dispositions of property, plant 
and equipment as compared to the first six months of the prior year.  

We had repaid $8.5 million of term loans and borrowed $16.9 million under our revolving credit facility in fiscal 2007 through 
the Merger Date. In connection with the Merger, we issued $1,430.7 million of long-term debt (consisting of $610.0 million of term 
loans, $485.0 million of senior notes, $300.0 million of senior subordinated notes and $35.7 million of borrowings under our new 
revolving credit facility) and received a $438.0 million capital contribution from Apollo. We also repaid $786.3 million of long-term 
debt (including $757.1 million on the Merger Date and $29.2 million subsequent to the Merger Date) and paid $55.4 million of 
financing fees and $23.1 million of bond tender premium during the first six months of fiscal 2007. During the first six months of 
fiscal 2006 we issued $312 million in term loans and paid $7.5 million of financing costs to fund our acquisition of Falk. We also 
repaid $35.2 million of long term debt and received $1.0 of cash proceeds from the issuance of common stock during the first six 
months of fiscal 2006.  

As of September 30, 2006 we had $1,407.2 million of total indebtedness outstanding as follows (in millions):  
  

In connection with the Merger, all borrowings under our previous credit agreement and substantially all of the $225.0 million of 
10.125% senior subordinated notes were repaid or repurchased on July 21, 2006. The acquisition was financed in part with (i) $485.0 
million of 9.50% senior notes due 2014, (ii) $300.0 million of 11.75% senior subordinated notes due 2016, and (iii) $645.7 million of  
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Total Debt at
September 30,

2006   

Short-Term
Debt and 
Current 

Maturities of
Long-Term

Debt   
Long-Term

Portion

Term loans   $ 610.0  $ 6.1  $ 603.9
Borrowings under revolving credit facility   6.7  —     6.7
9.50% Senior notes due 2014   485.0  —     485.0
11.75 % Senior subordinated notes due 2016   300.0  —     300.0
10.125% Senior subordinated notes due 2012  0.3  —     0.3
Other    5.2   2.6   2.6

            

  $ 1,407.2  $ 8.7  $ 1,398.5
            



borrowings under new senior secured credit facilities (consisting of a seven-year $610.0 million term loan facility and $35.7 million 
of borrowings under a six-year $150.0 million revolving credit facility).  

Borrowings under our new $610.0 million term loan facility accrue interest, at our option, at the following rates per annum: 
(i) 2.50% plus the Eurodollar Rate, or (ii) 1.50% plus the Base Rate (which is defined as the higher of the Federal funds rate plus 
0.5% or the Prime rate). The weighted averaged interest rate on our outstanding term loans at September 30, 2006 was 8.06%. 
Borrowings under our new $150.0 million term revolving credit facility accrue interest, at our option, at the following rates per 
annum: (i) 2.25% plus the Eurodollar Rate, or (ii) 1.25% plus the Base Rate (which is defined as the higher of the Federal funds rate 
plus 0.5% or the Prime rate). The weighted averaged interest rate on our $6.7 million of outstanding revolver borrowings at 
September 30, 2006 was 9.5%. An additional $22.3 million of the revolving credit facility was considered utilized in connection with 
outstanding letters of credit at September 30, 2006. In August 2006, we entered into an interest rate collar and an interest rate swap to 
hedge the variability in future cash flows associated with a portion of our variable-rate term loans. See further discussion of these 
interest rate derivatives in Item 3, Interest Rate Risk.  

The new senior secured credit facilities limit our maximum senior secured bank leverage ratio to 4.25 to 1.00 beginning with the 
fiscal quarter ending December 30, 2006. We expect to be in compliance with this financial covenant for the foreseeable future. We 
believe our acquisition of Zurn, which is expected to close in the first quarter of calendar 2007, will be approximately leverage neutral 
for the Company.  

Our ability to make scheduled payments of principal on our indebtedness, or to pay interest on, or to refinance, our indebtedness, 
including our new senior notes and senior subordinated notes, or to fund planned capital expenditures, will depend on our ability to 
generate cash in the future. This is subject to general economic, competitive, legislative, regulatory and other factors that are beyond 
our control.  

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK  
Foreign Currency Exchange Rate Risk  

We are exposed to market risk during the normal course of business from changes in interest rates and foreign currency 
exchange rates. The exposure to these risks is managed through a combination of normal operating and financing activities and 
derivative financial instruments in the form of forward exchange contracts to cover known foreign exchange transactions.  

Interest Rate Risk  
We utilize a combination of short-term and long-term debt to finance our operations and are exposed to interest rate risk on 

these debt obligations.  

Borrowings under our new $610.0 million term loan facility accrue interest, at our option, at the following rates per annum: 
(i) 2.50% plus the Eurodollar Rate, or (ii) 1.50% plus the Base Rate (which is defined as the higher of the Federal funds rate plus 
0.5% or the Prime rate). The weighted averaged interest rate on our outstanding term loans at September 30, 2006 was 8.06%. 
Borrowings under our new $150.0 million term revolving credit facility accrue interest, at our option, at the following rates per 
annum: (i) 2.25% plus the Eurodollar Rate, or (ii) 1.25% plus the Base Rate (which is defined as the higher of the Federal funds rate 
plus 0.5% or the Prime rate). The weighted averaged interest rate on our $6.7 million of outstanding revolver borrowings million at 
September 30, 2006 was 9.5%. In August 2006, we entered into an interest rate collar and an interest rate swap to hedge the 
variability in future cash flows associated with a portion of our variable-rate term loans. The interest rate collar provides an interest 
rate floor of 4.0% plus the applicable margin and an interest rate cap of 6.065% plus the applicable margin on $262.0 million of our 
variable-rate term loans, while the interest rate swap converts $68.0 million of our variable-rate term loans to a fixed interest rate of 
5.14% plus the applicable margin. Both the interest rate collar and the interest rate swap became effective on October 20, 2006 and 
have a maturity of three years. Our results of operations would likely be affected by changes in market interest rates on the un-hedged 
portion of these variable-rate obligations. A hypothetical increase in the interest rate of 1.00% on our variable rate debt would 
increase our interest cost by approximately $4.2 million on an annual basis.  

We had outstanding fixed rate long-term debt obligations with carrying values of $785.0 million at September 30, 2006. We 
currently have no plans to repurchase our new outstanding fixed-rate instruments and, therefore, fluctuations in market interest rates 
would not have an effect on our results of operations or stockholders’ equity.  

ITEM 4. CONTROLS AND PROCEDURES.  
We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our 

Exchange Act reports is recorded, processed, summarized and reported within the time periods specified in the Securities and 
Exchange Commissions rules and forms, and that such information is accumulated and communicated to our management, including 
the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. In  
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designing and evaluating the disclosure controls and procedures, management recognized that any controls and procedures, no matter 
how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives, and management 
necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures.  

We carried out an evaluation, under the supervision and with the participation of management, including the Chief Executive 
Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures. Based 
on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures 
were effective as of the end of the quarter ended September 30, 2006.  

There have been no changes in our internal controls or in other factors that could significantly affect the internal controls 
subsequent to the date we completed our evaluation.  

PART II – OTHER INFORMATION  

ITEM 1. LEGAL PROCEEDINGS.  
Information with respect to our legal proceedings is contained in Item 3, Legal Proceedings, and in Note 14, Commitments and 

Contingencies, of Notes to Consolidated Financial Statements of our Annual Report on Form 10-K for the fiscal year ended 
March 31, 2006 and in Part II, Item 1, Legal Proceedings, in our quarterly report on Form 10-Q for the quarter ended July 2, 2006. 
Management believes that as of November 8, 2006, there have been no material changes to this information, other than the following 
developments:  
  

  

ITEM 1A. RISK FACTORS.  
Information with respect to our risk factors is contained in Item 1A, Risk Factors, of our Annual Report on Form 10-K for the 

fiscal year ended March 31, 2006. Management believes that as of November 8, 2006, there have been no material changes to this 
information, other than the following developments:  
  

  

  

We cannot assure you that our business will generate sufficient cash flow from operations, or that future borrowings will be 
available to us under our new senior secured credit facilities or otherwise, in an amount sufficient to fund our liquidity 
needs, including the payments of principal and interest on our debt. If our cash flows and capital resources are insufficient to 
service our indebtedness, we may be forced to reduce or delay capital expenditures, sell assets, seek additional capital or 
infrastructure or refinance our indebtedness. These alternatives may not be successful and may not permit us to meet our 
scheduled debt service obligations. Our ability to restructure or refinance our debt will depend on the condition of the capital 
markets and our financial condition at such time. Any refinancing of our debt could be at higher interest rates and may 
require us to comply with more onerous covenants, which could further restrict our business operations. In addition, the 
terms of existing or future debt agreements, including our new senior secured credit facilities and the indentures governing 
the notes, may restrict us from adopting some of these alternatives. In the absence of such operating results and resources, 
we could face substantial liquidity problems and might be required to dispose of material assets or operations to meet our 
debt service and other obligations. We may not be able to consummate those dispositions for fair market value or at all. 
Furthermore, any proceeds that we could realize from such dispositions may not be adequate to meet our debt service 
obligations then due. Furthermore, Apollo has no continuing obligation to provide us with any debt or equity financing.  
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•  The Kimberly St. Cin, Individually and as surviving spouse of Robert St. Cin, decedent v. The Falk Corporation, et al., 

wrongful death claim was settled and approved by the court on October 23, 2006. The Company’s settlement 
contribution was within reserves previously established by the Company. 

 

•  A global settlement was reached with the plaintiffs in the Muniz et al v. Rexnord Corporation et al., class action suit. 
The settlement does not release defendants from any potential future claims for non-property damages. The settlement 
amounts allocated to each defendant are subject to further reallocation through a binding arbitration process. Invensys 
(our former owner ) is fully indemnifying the Company in this matter. 

 

•  We are more highly leveraged as a result of the acquisition of the Company by Apollo (the “Merger”). Our total long-term 
debt was $753.7 million as of March 31, 2006 compared to $1,407.2 million as of September 30, 2006. As such, our annual 
debt service obligations have increased significantly. In addition, future transactions, including the pending Zurn acquisition, 
may further increase our indebtedness. Our ability to pay principal and interest on our debt obligations will depend on, 
among other things: 

 
•  Our future financial and operating performance, which will be affected by prevailing economic conditions and 

financial, business, regulatory, and other factors, many of which our beyond our control; and 

 
•  The future availability of borrowings under our new senior secured credit facilities, the availability of which 

depends on, among other things, our complying with the covenants of our new senior secured credit facilities. 



ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS  
None  

ITEM 6. EXHIBITS  
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•  Our historical financial information for periods prior to July 22, 2006 may not be comparable to our current financial 
condition and results of operations because of our use of purchase accounting in connection with the Merger. The Merger 
was accounted for utilizing purchase accounting, which required us to adjust our assets and liabilities to their estimated fair 
values as of the Merger Date. In addition, the allocation of the excess purchase price over the fair value of our net assets as 
of the Merger Date has been based, in part, on preliminary information which continues to be subject to adjustment upon 
obtaining complete valuation information. 

Exhibit No.  Note  Description 
  2.1 

  

1

  

Agreement and Plan of Merger, by and among Chase Acquisition I, Inc., Chase Merger Sub, Inc., RBS Global, 
Inc. and TC Group, L.L.C, dated as of May 24, 2006. The Company agrees to furnish supplementally a copy of the 
schedules omitted from this Exhibit 2.1 to the Commission upon request.

  2.2     Purchase Agreement between RBS Global, Inc. and Jupiter Acquisition, LLC, dated as of October 11, 2006.

  4.1 
  

1

  

Senior Note Indenture with respect to the 9 1/2% Senior Notes due 2014, among Chase Merger Sub, Inc. and Wells 
Fargo Bank, National Association, dated as of July 21, 2006.

  4.2 

  

1

  

First Supplemental Indenture with respect to the 9 1/2% Senior Notes due 2014, by and among RBS Global, Inc., 
Rexnord Corporation, the guarantors listed therein, Chase Merger Sub, Inc. and Wells Fargo Bank, dated as of July 
21, 2006.

  4.3   1   Form of Rule 144A Global Note evidencing the 9 1/2% Senior Notes due 2014.

  4.4   1   Form of Regulation S Global Note evidencing the 9 1/2% Senior Notes due 2014.

  4.5 

  

1

  

Registration Rights Agreement with respect to the 9 1/2% Senior Notes due 2014, by and among Chase Merger 
Sub, Inc., RBS Global, Inc., Rexnord Corporation, the subsidiaries listed therein and Credit Suisse Securities 
(USA) LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bear Stearns & Co. Inc. and Lehman Brothers 
Inc., dated July 21, 2006.

  4.6 
  

1
  

Senior Subordinated Note Indenture with respect to the 11.75% Senior Subordinated Notes due 2016, among 
Chase Merger Sub, Inc. and Wells Fargo Bank, National Association, dated as of July 21, 2006.

  4.7 

  

1

  

First Supplemental Indenture with respect to the 11.75% Senior Subordinated Notes due 2016, by and among RBS 
Global, Inc., Rexnord Corporation, the Guarantors listed therein, Chase Merger Sub, Inc. and Wells Fargo Bank, 
dated as of July 21, 2006.

  4.8   1   Form of Rule 144A Global Note evidencing the 11.75% Senior Subordinated Notes due 2016.

  4.9   1   Form of Regulation S Global Note evidencing the 11.75% Senior Subordinated Notes due 2016.

  4.10 

  

1

  

Registration Rights Agreement with respect to the 11.75% Senior Subordinated Notes due 2016, by and among 
Chase Merger Sub, Inc., RBS Global, Inc., Rexnord Corporation, the subsidiaries listed therein and Credit Suisse 
Securities (USA) LLC, Merrill Lynch, Pierce, Fenner & Smith Incorporated, Bear Stearns & Co. Inc. and Lehman 
Brothers Inc., dated July 21, 2006.

10.1 

  

1

  

Credit Agreement among Chase Acquisition I, Inc., Chase Merger Sub, Inc., Rexnord Corporation, the lenders 
party thereto, Merrill Lynch Capital Corporation, as administrative agent, Credit Suisse Securities (USA) LLC, as 
syndication agent, and Bear, Stearns & Co. Inc. and Lehman Brothers Inc., as co-documentation Agents, dated as 
of July 21, 2006.

10.2   1   Employment Agreement, by and between Rexnord Corporation and Robert A. Hitt, dated July 21, 2006.*
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10.3 
  

1
  

Management Consulting Agreement by and among Rexnord Corporation, George M. Sherman, Cypress Group, 
LLC and Cypress Industrial Holdings, LLC., dated July 21, 2006*.

10.4 
  

1
  

Management Consulting Agreement by and between Rexnord Holdings, Inc. and Apollo Management VI, L.P., 
dated July 21, 2006.*

10.5 
  

1
  

Stockholders’ Agreement by and among Rexnord Holdings, Inc., Rexnord Acquisition Holdings I, LLC, Rexnord 
Acquisition Holdings II, LLC and certain other Stockholders, dated July 21, 2006.

10.6 
  

1
  

Stockholders’ Agreement by and among Rexnord Holdings, Inc., Rexnord Acquisition Holdings I, LLC, Rexnord 
Acquisition Holdings II, LLC, Cypress Industrial Holdings, LLC and George M. Sherman, dated July 21, 2006.

10.7   1   Rexnord Corporation Special Signing Bonus Plan.*

10.8   1   Form of Special Signing Bonus Plan Participation Letter.*

10.9   1   Rexnord Holdings, Inc. 2006 Stock Option Plan.*

10.10   1   Form of Executive Non-Qualified Stock Option Agreement.*

10.11   1   Form of George M. Sherman Non-Qualified Stock Option Agreement.*

10.12   1   Form of Non-Employee Director Non-Qualified Option Agreement.*

31.1 
    

Certification of Periodic Report by the Chief Executive Officer pursuant to Rule 15d-14(a) of the Securities 
Exchange Act of 1934.

31.2 
    

Certification of Periodic Report by the Chief Financial Officer pursuant to Rule 15d-14(a) of the Securities 
Exchange Act of 1934.

1 Incorporated by reference to the Form 8-K/A filed on July 27, 2006. 
* Denotes management compensation contract. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, each of the Co-Registrants has duly caused this report to 
be signed on its behalf by the undersigned thereunto duly authorized.  
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RBS GLOBAL, INC. and
REXNORD CORPORATION 

Date: November 8, 2006  By:  /s/ GEORGE C. MOORE 
 Name: George C. Moore
 Title:  Executive VP Finance and Chief Financial Officer



Exhibit 2.2 

PURCHASE AGREEMENT  

PURCHASE AGREEMENT, dated as of October 11, 2006 (this “Agreement”), between RBS GLOBAL, INC., a Delaware 
corporation (the “Buyer”), and JUPITER ACQUISITION, LLC, a Delaware limited liability company (the “Seller”).  

RECITALS  

WHEREAS, the Seller entered into an Agreement and Plan of Merger (the “Merger Agreement”) dated as of October 11, 
2006 with Jacuzzi Brands, Inc., a Delaware corporation (the “Company”), and Jupiter Merger Sub, Inc., a Delaware corporation and 
wholly-owned subsidiary of the Seller (“Merger Sub”);  

WHEREAS, pursuant to the Merger Agreement, Merger Sub will be merged with and into the Company, following which 
the Company will be the surviving corporation and a wholly-owned subsidiary of the Seller (the “Merger”);  

WHEREAS, the Company engages in lines of business relating to (i) whirlpool baths, spas, showers, sanitary ware, 
including sinks and toilets, and bathtubs (collectively, the “Bath Business”) and (ii) professional grade drainage, water control, 
commercial brass and PEX piping products (collectively, the “Plumbing Business”); and  

WHEREAS, the Seller desires to sell to the Buyer, and the Buyer desires to purchase from the Seller, the Plumbing 
Business, all on the terms and subject to the conditions set forth herein.  

NOW, THEREFORE, in consideration of the benefits to be derived from this Agreement and the representations, 
warranties, covenants and agreements contained herein, the parties agree as follows:  

ARTICLE I  
PURCHASE AND SALE; PURCHASE PRICE; CLOSING  

1.1 Purchase of Plumbing Business. In accordance with, and subject to, the provisions of this Agreement, at the Closing, 
the Buyer shall, or shall cause one or more of its subsidiaries to, purchase from the Seller, and the Seller shall transfer, convey, assign 
and deliver, or shall cause to be transferred, conveyed, assigned and delivered, to the Buyer or one or more of the Buyer’s 
subsidiaries, all of the Seller’s right, title and interest in and to Plumbing Business (as more particularly described on Schedule I).  

1.2 Purchase Price. At the Closing, the Buyer shall deliver to the Seller, or the Seller’s designee, $942,500,000 (the 
“Purchase Price”), by wire transfer of immediately available funds to an account or accounts specified by the Seller, or as otherwise 
directed by the Seller, in full consideration for the transfer, conveyance, assignment and delivery to the Buyer (or its designee) of the 
Plumbing Business.  



1.3 Closing. The consummation of the transactions contemplated hereby (the “Closing“) shall take place at the offices of 
O’Melveny & Myers LLP, Times Square Tower, 7 Times Square, New York, New York 10036, as soon as practicable following the 
satisfaction or waiver of all of the conditions set forth in Article V, or at such other place or on such other date as may be agreed to by 
the parties.  

ARTICLE II  
REPRESENTATIONS AND WARRANTIES REGARDING THE SELLER  

The Seller represents and warrants to the Buyer as follows:  
2.1 Organization. The Seller is a limited liability company duly formed, validly existing and in good standing under the 

laws of the State of Delaware.  

2.2 Authority. The Seller has the requisite limited liability company power and authority to enter into and deliver this 
Agreement, perform its obligations herein, and consummate the transactions contemplated hereby (the “Transactions”). This 
Agreement has been duly authorized by all necessary limited liability company action on the part of the Seller. The Seller has duly 
executed and delivered this Agreement and, assuming the due authorization, execution and delivery by the Buyer, this Agreement 
constitutes a valid, legal and binding obligation of the Seller, enforceable against the Seller in accordance with its terms, except to the 
extent that enforceability may be limited by applicable bankruptcy, insolvency or similar laws affecting the enforcement of creditors’ 
rights generally and subject to general principles of equity (regardless of whether such enforcement is considered in a proceeding at 
law or at equity).  

2.3 No Conflicts; No Consents. The execution and delivery of this Agreement by the Seller, the performance by the Seller 
of its obligations hereunder, and the consummation by the Seller of the Transactions do not and will not (a) conflict with the Seller’s 
certificate of formation or limited liability company agreement or (b) materially violate or materially conflict with any Law of any 
Governmental Authority applicable to the Company or any of the Company’s assets or properties. No consent, approval, 
authorization, license, order or permit of, or declaration, filing or registration with, or notification to (collectively, “Consents”), any 
Governmental Authority, or any other person, on the part of the Seller is required to be made or obtained in connection with the 
execution, delivery and performance of this Agreement and the consummation of the Transactions, other than any such Consent as at 
the time of the Closing shall have been obtained.  

ARTICLE III  
REPRESENTATIONS AND WARRANTIES REGARDING THE BUYER  

The Buyer represents and warrants to the Seller as follows:  
3.1 Organization. The Buyer is a corporation duly incorporated, validly existing and in good standing under the laws of the 

State of Delaware.  
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3.2 Authority. The Buyer has the requisite corporate power and authority to enter into and deliver this Agreement, perform 
its obligations herein, and consummate the Transactions. This Agreement has been duly authorized by all necessary corporate action 
on the part of the Buyer. This Agreement has been duly executed and delivered by the Buyer and, assuming the due authorization, 
execution and delivery by the Seller, this Agreement is a valid, legal and binding obligation of the Buyer, enforceable against the 
Buyer in accordance with its terms, except to the extent that enforceability may be limited by applicable bankruptcy, insolvency or 
similar laws affecting the enforcement of creditors’ rights generally and subject to general principles of equity (regardless of whether 
such enforcement is considered in a proceeding at law or at equity).  

3.3 No Conflicts; No Consents. The execution and delivery of this Agreement by the Buyer, the performance by the Buyer 
of its obligations hereunder and the consummation by the Buyer of the Transactions do not and will not (a) conflict with the Buyer’s 
certificate of incorporation or bylaws or (b) materially violate or materially conflict with any Law applicable to the Buyer or any of 
the Buyer’s assets or properties. No Consent of any Governmental Authority, or any other person, is required to be made or obtained 
by the Buyer in connection with the execution, delivery and performance of this Agreement and the consummation of the 
Transactions, other than any such Consent as at the time of the Closing shall have been obtained.  

ARTICLE IV  
COVENANTS  

4.1 Updating of Schedule I. From time to time prior to the Closing, the parties shall update Schedule I to (i) reflect any 
additional assets or liabilities of the Company or its subsidiaries that are determined after the date hereof to comprise a portion of the 
Plumbing Business and (ii) remove any currently-listed assets or liabilities of the Company or its subsidiaries that are determined 
after the date hereof not to comprise a portion of the Plumbing Business; provided, however, that in the event (x) of any material 
update to Schedule I or (y) (I) the ERISA Minimum (as defined herein) exceeds the PBO Amount (as defined herein) by an amount 
equal to or greater than $12 million and (II) the ERISA Minimum is actually transferred in connection with the Bath Pension 
Transfer, then the parties shall in each case cooperate in good faith to determine whether and to what extent an adjustment to the 
Purchase Price, if any, is merited as a result of such update or occurrence.  

4.2 Further Assurances. The Seller covenants and agrees that, at any time and from time to time after the execution of this 
Agreement, at the Buyer’s request, the Seller will do, execute, acknowledge and deliver, or will cause to be done, executed, 
acknowledged and delivered, all and every such further acts and assurances as the Buyer reasonably may require more effectively to 
convey, transfer and vest in the Buyer the Plumbing Business or to better enable the Buyer to realize upon or otherwise enjoy the 
Plumbing Business or to carry into effect the intent and purposes of this Agreement, including the transfer to the Buyer on 
substantially the same terms as set forth in Section 1.1 of all of the Seller’s right, title and interest in and to assets or liabilities that 
should have been transferred to or assumed by the Buyer as part of the Plumbing Business but, for whatever reason, were not so 
transferred or assumed.  
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4.3 Treatment of Company Pension Plan. The parties acknowledge and agree as follows: (a) the Company sponsors and 
maintains a Master Pension Plan (the “Pension Plan”) and will continue to sponsor and maintain that Pension Plan immediately after 
all of the capital stock of the Company has been purchased by the Buyer pursuant to this Agreement, and (b) certain assets and 
liabilities of the Pension Plan may be transferred or spun off from the Pension Plan in connection with the separation or sale of the 
Bath Business (any such transfer or spin off of assets and liabilities of the Pension Plan, the “Bath Pension Transfer”). Further, the 
Seller shall be entitled to make all determinations as to whether and the manner in which the assets and liabilities of the Pension Plan 
shall be divided in connection with any Bath Pension Transfer; provided, however, that in no event shall assets of the Pension Plan be 
transferred out of the Pension Plan in connection with the Bath Pension Transfer that exceed the greater of (x) and (y), where (x) is 
the value of the liabilities of the Pension Plan (determined on a projected benefit obligation basis) transferred out of the Pension Plan 
in connection with the Bath Pension Transfer plus $3,000,000 (such amount in this clause (x), the “PBO Amount”), and (y) is the 
minimum amount of assets of the Pension Plan that must be so transferred determined pursuant to Section 414(l) of the Code (such 
amount in this clause (y), the “ERISA Minimum”).  

ARTICLE V  
CONDITIONS TO CLOSING  

5.1 Conditions to the Obligation of Each Party. The respective obligation of each party to effect the Closing is subject to 
the satisfaction or waiver by each party of the following conditions:  

(a) no applicable Law shall be in effect that prohibits the consummation of the Transactions;  

(b) (i) all Consents by or in respect of any Governmental Authority required to permit the Closing shall have been made or 
obtained and (ii) all Consents, if any, required pursuant to any material contract to which the Buyer is a party shall have been made or 
obtained; and  

(c) the Effective Time shall have occurred.  

5.2 Conditions to the Obligation of the Buyer. The obligation of the Buyer to effect the Closing is subject to the satisfaction 
of the following additional conditions:  

(a) the Buyer shall have received the proceeds of (i) the financings described in those certain debt commitment letters, 
dated as of the date hereof, from the Lenders (as defined below) in the aggregate amount of not less than $660 million (the “Debt 
Financing”) and (ii) a direct or indirect equity contribution from one or more affiliates of Apollo Management VI, L.P. in the 
aggregate amount of up to $282.5 million (that shall represent a price per share equal to $47.50), sufficient, when taken together with 
the proceeds of the Debt Financing, to pay the Purchase Price;  
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(b) all representations and warranties made in this Agreement by the Seller shall be true and correct in all material respects 
on the date when made and on and as of the date of the Closing (the “Closing Date”) with the same effect as if made on and as of the 
Closing Date, and the Seller shall have performed or complied in all material respects with all covenants and agreements to be 
performed by the Seller under this Agreement;  

(c) all representations and warranties made by the Company pursuant to Article 4 of the Merger Agreement (disregarding 
all qualifications and exceptions contained therein relating to materiality or Material Adverse Effect) shall be true and correct in all 
respects on and as of the Closing Date with the same effect as if made on and as of the Closing Date, with only such exceptions as 
have not had and would not reasonably be expected to have a Material Adverse Effect (as defined herein);  

(d) the Company shall have complied in all material respects with its obligations under Section 6.01 of the Merger 
Agreement; provided, however, that the Company shall not have been required to comply with any portion of Section 6.01 to the 
extent that (i) compliance therewith would reasonably be expected to unreasonably restrict or prohibit the (x) separation of the Bath 
Business from the Plumbing Business or sale (whether by transfer of equity interests or assets, merger or otherwise) of the Bath 
Business, (y) financing of the separation, purchase or sale of the Bath Business or of the Merger or (z) purchase by the Buyer of the 
Plumbing Business or (ii) noncompliance therewith would relate solely to the Bath Business;  

(e) there shall not have occurred after the date hereof any event, change, effect or development that has had or would 
reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect; and  

(f) the Buyer shall have received such other instruments and documents from the Seller, duly executed by the Seller (if 
applicable), that the Buyer shall have reasonably requested in connection with the Transactions.  

5.3 Condition to the Obligation of the Seller. The obligation of the Seller to effect the Closing is subject to the satisfaction 
of the following additional conditions:  

(a) all representations and warranties made in this Agreement by the Buyer shall be true and correct in all respects on the 
date when made and on and as of the Closing Date with the same effect as if made on and as of the Closing Date, and the Buyer shall 
have performed or complied in all material respects with all covenants and agreements to be performed by the Buyer under this 
Agreement; and  

(b) the Seller shall have received such other instruments and documents from the Buyer, duly executed by the Buyer or its 
subsidiaries (if applicable), that the Seller shall have reasonably requested in connection with the Transactions.  
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ARTICLE VI 

MISCELLANEOUS  

6.1 Certain Definitions; Rules of Construction.  
(a) Capitalized terms used herein and not defined have the respective meanings given to such terms in the Merger 

Agreement. As used herein:  
“Material Adverse Effect” means any occurrence, condition, change, event or effect that has a material adverse effect on 

the (a) business, financial condition, assets, properties, liabilities or results of operations of the Plumbing Business, provided, 
that none of the following shall be deemed to constitute a Material Adverse Effect: (i) changes in circumstances or conditions 
generally affecting the industry in which the Plumbing Business operates, except for such changes that have had a materially 
disproportionate effect on the Plumbing Business as compared to other Persons in the industries in which the Plumbing Business 
operates; (ii) changes in general economic or business conditions or in markets in the United States or in the financial markets in 
which the Plumbing Business operates, except for such changes that have had a materially disproportionate effect on the 
Plumbing Business as compared to other Persons in the industries in which the Plumbing Business operates; (iii) acts of war, 
armed hostilities, sabotage or terrorism, except for such acts that have had a materially disproportionate effect on the Plumbing 
Business as compared to other Persons in the industries in which the Plumbing Business operates; (iv) changes in Applicable 
Laws or in GAAP, except for such changes that have had a materially disproportionate effect on the Plumbing Business as 
compared to other Persons in the industries in which the Plumbing Business operates; (v) the negotiation, execution, 
announcement, pendency or performance of this Agreement, the Merger Agreement or the transactions contemplated hereby or 
thereby; or (vi) any action required or expressly contemplated to be taken or any action not taken which is prohibited from being 
taken pursuant to this Agreement or the Merger Agreement or (b) ability of the Seller to perform its obligations under this 
Agreement in all material respects or to consummate the Transactions.  

“Lenders” means Credit Suisse, Credit Suisse Securities (USA) LLC, Bank of America, N.A., Banc of America Securities 
LLC, UBS Loan Finance and UBS Securities LLC, or any assignee of any thereof, collectively.  

(b) The words “include,” “includes” and “including” are deemed to be followed by the phrase “without limitation.” Any 
reference to the masculine, feminine or neuter gender shall include each other gender and any reference to the singular or plural shall 
include the other, in each case unless the context otherwise requires. All Schedules annexed hereto or referred to herein are 
incorporated in and made a part of this Agreement as if set forth in full herein.  

6.2 Survival of Representations and Warranties. The representations and warranties contained in or made pursuant to this 
Agreement shall not survive the Closing.  

6.3 Governing Law; Severability. This Agreement is governed by and shall be construed in accordance with the laws of the 
State of New York, without giving effect to principles of conflicts of laws. If any provision of this Agreement or the application 
thereof to  
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any person or circumstance is held invalid or unenforceable to any extent, the remainder of this Agreement and the application of that 
provision to other persons or circumstances shall not be affected thereby, and that provision shall be enforced to the greatest extent 
permitted by law.  

6.4 Notices. All notices and other communications among the parties shall be in writing and shall be deemed to have been 
duly given when (i) delivered in person, (ii) five (5) days after posting in the United States mail having been sent registered or 
certified mail return receipt requested, or (iii) delivered by telecopy and promptly confirmed by delivery in person or post as aforesaid 
in each case, with postage prepaid, addressed as follows:  

(a) If to the Buyer, to:  
RBS Global, Inc.  
4701 Greenfield Avenue  
Milwaukee, WI 53214  
Attention: Patty Whaley, Esq.  

with copies to:  
RBS Global, Inc.  
c/o Apollo Management, L.P.  
10250 Constellation Blvd, Suite 2900  
Los Angeles, CA 90067  
Telecopy No.: (310) 843-1933  
Attention: Mr. Laurence Berg  

and  
O’Melveny & Myers LLP  
Times Square Tower  
7 Times Square  
New York, NY 10036  
Attention: John M. Scott, Esq.  
Telecopy No.: (212) 326-2061  

(b) If to the Seller, to the respective address set forth in Section 11.01 of the Merger Agreement.  

6.5 Assignment. This Agreement shall be binding upon and shall inure to the benefit of the parties’ respective successors 
and assigns, including to the benefit of any financing sources thereof.  

6.6 Counterparts. This Agreement may be executed in counterparts, including via facsimile, each of which shall be deemed 
an original and all of which taken together shall constitute one and the same document.  

6.7 Entire Agreement; Amendments. This Agreement constitutes the entire agreement between the parties hereto with 
respect to the subject matter hereof and may be amended only in a writing executed by the party to be bound thereby.  
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6.8 Termination of Agreement. This Agreement shall terminate automatically and without any further action on the part of 
any party upon the earlier to occur of (i) the termination of the Merger Agreement in accordance with the terms thereof and 
(ii) October 31, 2007.  

6.9 Expenses. Except as otherwise provided herein, all costs and expenses incurred in connection with this Agreement shall 
be paid by the party incurring such cost or expense; provided, however, that, notwithstanding the foregoing, in the event the Merger 
Agreement is terminated pursuant to Section 10.01 thereof, the Seller shall pay, or shall cause to be paid to, the Buyer, an amount 
equal to (x) the Buyer’s reasonable and documented out-of-pocket fees and expenses actually incurred by the Buyer on or prior to the 
termination of this Agreement in connection with the Transactions (the “Buyer Expenses”), contingent upon the Seller’s actual receipt 
of the amount payable to the Seller pursuant to a Company Payment Event (as defined in the Merger Agreement) or (y) if no 
Company Payment Event occurs, the Buyer Expenses multiplied by the Parent Proportion (as defined herein), contingent upon the 
Seller’s actual receipt of the Parent Expenses. As used herein, “Parent Proportion” means the quotient obtained by dividing (A) the 
Parent Expenses by (B) the aggregate amount of fees and expenses actually incurred by the Seller on or prior to the termination of the 
Merger Agreement in connection with the transactions contemplated thereby and by this Agreement. For the avoidance of doubt, the 
Parent Proportion shall not exceed 100%.  

* * * * *  
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IN WITNESS WHEREOF, the undersigned have duly executed this Purchase Agreement as of the date first above written. 
  

  

[PLUMBING PURCHASE AGREEMENT]  

RBS GLOBAL, INC.

By:    
Name: 
Title:  

JUPITER ACQUISITION, LLC 

By:    
Name: 
Title:  



SCHEDULE I  
PLUMBING ASSETS  

All of the issued and outstanding shares of capital stock of the Company subsequent to each of the (i) Effective Time and 
(ii) disposition of all of the issued and outstanding shares of capital stock of each of (a) USI Mayfair Ltd. and (b) JUSI Holdings (for 
greater certainty, the parties acknowledge that the capital stock described in the aforementioned clauses (a) and (b) contains the Bath 
Business).  



Exhibit 31.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER  

I, Robert A. Hitt, President and Chief Executive Officer of RBS Global, Inc. and Rexnord Corporation, certify that:  
  

  

  

  

  

  

  

  

  

  

Date: November 8, 2006  
  

1. I have reviewed this quarterly report on Form 10-Q of RBS Global, Inc. and Rexnord Corporation; 

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this quarterly report; 

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this quarterly report; 

4. The registrants’ other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrants and have: 

 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this quarterly report is being 
prepared; 

 
b) Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
c) Disclosed in this report any change in the registrants’ internal control over financial reporting that occurred during the 

registrants’ most recent fiscal quarter (the registrants’ fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrants’ internal control over financial reporting; and 

5. The registrants’ other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrants’ auditors and the audit committee of registrants’ board of directors (or persons performing 
the equivalent functions): 

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrants’ ability to record, process, summarize and report financial 
information; and 

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrants’ internal control over financial reporting. 

By:  /s/ ROBERT A. HITT 
Name: Robert A. Hitt
Title:  President and Chief Executive Officer



Exhibit 31.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER  

I, George C. Moore, Executive VP Finance and Chief Financial Officer of RBS Global, Inc. and Rexnord Corporation, certify that: 
  

  

  

  

  

  

  

  

  

  

Date: November 8, 2006  
  

1. I have reviewed this quarterly report on Form 10-Q of RBS Global, Inc. and Rexnord Corporation; 

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this quarterly report; 

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present 
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this quarterly report; 

4. The registrants’ other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrants and have: 

 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this quarterly report is being 
prepared; 

 
b) Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
c) Disclosed in this report any change in the registrants’ internal control over financial reporting that occurred during the 

registrants’ most recent fiscal quarter (the registrants’ fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrants’ internal control over financial reporting; and 

5. The registrants’ other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrants’ auditors and the audit committee of registrants’ board of directors (or persons performing 
the equivalent functions): 

 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrants’ ability to record, process, summarize and report financial 
information; and 

 
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrants’ internal control over financial reporting. 

By:  /s/ GEORGE C. MOORE 
Name: George C. Moore
Title:

 

Executive VP Finance and Chief Financial 
Officer
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