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Private Securities Litigation Reform Act Safe Harbor Statement  
Our disclosure and analysis in this report concerning our operations, cash flows and financial position, including, in particular, 

the likelihood of our success in developing and expanding our business and the realization of sales from our backlog, include forward-
looking statements. Statements that are predictive in nature, that depend upon or refer to future events or conditions, or that include 
words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates” and similar expressions are forward-looking 
statements. Although these statements are based upon reasonable assumptions, including projections of orders, sales, operating 
margins, earnings, cash flows, research and development costs, working capital and capital expenditures, they are subject to risks and 
uncertainties that are described more fully in this report in the section titled “Risk Factors.” Accordingly, we can give no assurance 
that we will achieve the results anticipated or implied by our forward-looking statements. We undertake no obligation to publicly 
update or revise any forward-looking statements, whether as a result of new information, future events, or otherwise, except as 
required by law.  

Key risks to our company are described under Item 1A, Part II herein.  
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PART I – FINANCIAL INFORMATION  

ITEM 1. FINANCIAL STATEMENTS  

RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Balance Sheets  

(in Millions, except share amounts)  
(Unaudited)  

  
  

  
June 28, 2008

  
March 31, 2008

Assets   

Current assets:   

Cash .............................................................................................................................................. $ 151.0 $ 141.9 
Receivables, net ............................................................................................................................  304.5  288.5 
Inventories, net .............................................................................................................................  374.0  370.3 
Other current assets ......................................................................................................................  31.4  35.0 

      

Total current assets ................................................................................................................................  860.9  835.7 
   

Property, plant and equipment, net ........................................................................................................  439.5  443.3 
Intangible assets, net ..............................................................................................................................  871.6  883.9 
Goodwill ................................................................................................................................................  1,331.1  1,331.7 
Insurance for asbestos claims .................................................................................................................  134.0  134.0 
Pension assets ........................................................................................................................................  108.8  101.8 
Other assets ............................................................................................................................................  72.3  74.8 

      

Total assets ............................................................................................................................................. $ 3,818.2 $ 3,805.2 
    

Liabilities and stockholders’ equity   

Current liabilities:   

Current portion of long-term debt ................................................................................................ $ 2.9 $ 2.9 
Trade payables ..............................................................................................................................  162.8  178.6 
Income taxes payable ...................................................................................................................  4.6  4.8 
Deferred income taxes ..................................................................................................................  11.2  11.7 
Compensation and benefits ..........................................................................................................  55.4  71.3 
Current portion of pension obligations .........................................................................................  3.1  3.0 
Current portion of postretirement benefit obligations ..................................................................  3.5  3.6 
Interest payable ............................................................................................................................  58.4  27.4 
Other current liabilities .................................................................................................................  93.6  95.8 

      

Total current liabilities ...........................................................................................................................  395.5  399.1 
   

Long-term debt ......................................................................................................................................  2,021.2  2,021.6 
Pension obligations ................................................................................................................................  67.8  69.0 
Postretirement benefit obligations .........................................................................................................  50.1  49.5 
Deferred income taxes ...........................................................................................................................  324.3  318.2 
Reserve for asbestos claims ...................................................................................................................  134.0  134.0 
Other liabilities ......................................................................................................................................  64.1  69.2 

    

Total liabilities .......................................................................................................................................  3,057.0  3,060.6 
Stockholders’ equity:   

Common stock, $0.01 par value; 3,000 shares authorized and 1,000 shares issued and 
outstanding ..............................................................................................................................  0.1  0.1 

Additional paid in capital .............................................................................................................  702.5  700.7 
Retained earnings .........................................................................................................................  54.2  43.8 
Accumulated other comprehensive income ..................................................................................  4.4  —   

      

Total stockholders’ equity ......................................................................................................................  761.2  744.6 
    

Total liabilities and stockholders’ equity ............................................................................................... $ 3,818.2 $ 3,805.2 
    

See notes to the condensed consolidated financial statements.  
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RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Statements of Operations  

(in Millions)  
(Unaudited)  

  
  

  
First Quarter Ended

  
June 28, 2008

  
June 30, 2007

Net sales ................................................................................................................................................... $ 496.1 $ 448.2 
Cost of sales .............................................................................................................................................  334.2  306.2 

    

Gross profit ..............................................................................................................................................  161.9  142.0 
Selling, general and administrative expenses ...........................................................................................  86.1  78.1 
Gain on Canal Street facility accident, net ...............................................................................................  —    (8.1)
Amortization of intangible assets .............................................................................................................  12.5  12.9 

      

Income from operations ...........................................................................................................................  63.3  59.1 
Non-operating expense:   

Interest expense, net .......................................................................................................................  (44.5)  (49.0)
Other expense, net ..........................................................................................................................  (2.2)  (2.9)

    

Income before income taxes ....................................................................................................................  16.6  7.2 
Provision for income taxes .......................................................................................................................  7.5  4.8 

    

Net income ............................................................................................................................................... $ 9.1 $ 2.4 
    

See notes to the condensed consolidated financial statements.  
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RBS Global, Inc. and Subsidiaries  
Condensed Consolidated Statements of Cash Flows  

(in Millions)  
(Unaudited)  

  
  

  
First Quarter Ended

  
June 28, 2008

  
June 30, 2007

Operating activities   

Net income ............................................................................................................................................... $ 9.1 $ 2.4 
Adjustments to reconcile net income to cash provided by operating activities:   

Depreciation ...................................................................................................................................  14.6  14.1 
Amortization of intangible assets ...................................................................................................  12.5  12.9 
Accretion of bond premium............................................................................................................  (0.3)  (0.2)
Amortization of deferred financing costs .......................................................................................  2.6  2.5 
Loss on dispositions of property, plant and equipment ..................................................................  0.3  0.1 
Equity in earnings of unconsolidated affiliates ..............................................................................  0.2  (0.2)
Other non-cash charges ..................................................................................................................  0.7  1.5 
Stock-based compensation expense................................................................................................  1.8  1.8 
Changes in operating assets and liabilities: ....................................................................................   

Receivables ...........................................................................................................................  (22.9)  (12.4)
Inventories ............................................................................................................................  (3.3)  9.1 
Other assets ...........................................................................................................................  (2.2)  (6.0)
Accounts payable ..................................................................................................................  (16.0)  (23.9)
Accruals and other ................................................................................................................  21.8  31.8 

      

Cash provided by operating activities ......................................................................................................  18.9  33.5 
   

Investing activities   

Expenditures for property, plant and equipment ......................................................................................  (11.0)  (8.3)
Proceeds from surrender of life insurance policies ..................................................................................  0.9  —   

    

Cash used for investing activities .............................................................................................................  (10.1)  (8.3)
   

Financing activities   

Repayments of long-term debt .................................................................................................................  (0.1)  (20.1)
Payment of financing fees ........................................................................................................................  —    (0.3)

    

Cash used for financing activities ............................................................................................................  (0.1)  (20.4)
Effect of exchange rate changes on cash ..................................................................................................  0.4  (0.1)

      

Increase in cash ........................................................................................................................................  9.1  4.7 
Cash at beginning of period .....................................................................................................................  141.9  56.1 

      

Cash at end of period ............................................................................................................................... $ 151.0 $ 60.8 
      

See notes to the condensed consolidated financial statements.  
  



 

7 

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

June 28, 2008  
(Unaudited)  

1. Basis of Presentation and Significant Accounting Policies  
The accompanying unaudited condensed consolidated financial statements include the accounts of RBS Global, Inc. and 

subsidiaries (collectively, the “Company”). These financial statements do not include the accounts of Rexnord Holdings, Inc. 
(“Rexnord Holdings”), the indirect parent company of RBS Global, Inc.  

The financial statements 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. 
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, 2009. Certain prior year amounts have been reclassified to conform to the fiscal 2009 presentation. 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 leading global, diversified, multi-platform industrial company comprised of two strategic segments, Power 

Transmission and Water Management. The Power Transmission platform manufactures gears, couplings, industrial bearings, flattop 
chain and modular conveyer belts, special components, industrial chain and conveying equipment and aerospace bearings and seals. 
The products are either incorporated into products sold by original equipment manufacturers (“OEMs”) or sold to end-users through 
industrial distributors as aftermarket products. The Water Management platform is a leading supplier of professional grade 
specification drainage, water control, PEX piping and commercial brass products, serving the commercial, institutional, civil, 
municipal, hydropower and public water works construction markets.  

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

(“SFAS”) No. 157, Fair Value Measurements (“SFAS 157”), as amended in February 2008 by FSP FAS 157-2, Effective Date of 
FASB Statement No. 157. The provisions of SFAS 157 were effective for the Company as of April 1, 2008. However, FSP FAS 157-2 
deferred the effective date for all nonfinancial assets and liabilities, except those recognized or disclosed at fair value on an annual or 
more frequent basis, until April 1, 2009. SFAS 157 defines fair value, creates a framework for measuring fair value in generally 
accepted accounting principles and expands disclosures about fair value measurements. The Company adopted SFAS 157 on April 1, 
2008; see Note 10 for disclosures required under SFAS 157. The Company has also elected a partial deferral of SFAS 157 under the 
provisions of FSP FAS 157-2 related to the measurement of fair value used when evaluating nonfinancial assets and liabilities.  

In September 2006, the FASB released SFAS 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. SFAS 158 also requires companies to measure the funded status of plans as of the date of the 
Company’s fiscal year end. The Company adopted the funding and disclosure requirements of SFAS 158 as of March 31, 2008. The 
measurement provisions of SFAS 158 were adopted on April 1, 2008. Upon adoption, the Company recorded an increase to retained 
earnings of $2.2 million ($1.3 million, net of tax).  

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities 
(“SFAS 159”), which permits all entities to choose to measure eligible items at fair value on specified election dates. The associated 
unrealized gains and losses on the items for which the fair value option has been elected shall be reported in earnings. SFAS 159 
became effective for the Company as of April 1, 2008; however, the Company has not elected to utilize the fair value option on any of 
its financial assets or liabilities under the scope of SFAS 159.  

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements—an 
amendment of ARB No. 51 (“SFAS 160”). SFAS 160 requires a company to clearly identify and present ownership interests in 
subsidiaries held by parties other than the company in the consolidated financial statements within the equity section but separate from 
the company’s equity. It also requires the amount of consolidated net income attributable to the parent and to the noncontrolling 
interest be clearly identified and presented on the face of the consolidated statement of operations; changes  
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in ownership interest be accounted for similarly, as equity transactions; and when a subsidiary is deconsolidated, any retained 
noncontrolling equity investment in the former subsidiary and the gain or loss on the deconsolidation of the subsidiary be measured at 
fair value. This statement is effective for fiscal years, and interim periods within those fiscal years, beginning on or after 
December 15, 2008, and earlier application is prohibited. The Company is currently evaluating the requirements of SFAS 160 and has 
not yet determined the impact of adoption on its financial statements.  

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (“SFAS 141(R)”). The objective of 
SFAS 141(R) is to improve the information provided in financial reports about a business combination and its effects. SFAS 141(R) 
states that all business combinations (whether full, partial or step acquisitions) must apply the “acquisition method.” In applying the 
acquisition method, the acquirer must determine the fair value of the acquired business as of the acquisition date and recognize the fair 
value of the acquired assets and liabilities assumed. As a result, it will require that certain forms of contingent consideration and 
certain acquired contingencies be recorded at fair value at the acquisition date. SFAS 141(R) also states acquisition costs will 
generally be expensed as incurred and restructuring costs will be expensed in periods after the acquisition date. This statement is 
effective for financial statements issued for fiscal years beginning after December 15, 2008, and earlier application is prohibited. The 
Company is currently evaluating the requirements of SFAS 141(R) and will apply the statement to any acquisitions after March 31, 
2009.  

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities-an 
amendment of FASB Statement No. 133 (“SFAS 161”). This Statement changes the disclosure requirements for derivative instruments 
and hedging activities. Entities are required to provide enhanced disclosures about (a) how and why an entity uses derivative 
instruments, (b) how derivative instruments and related hedged items are accounted for under Statement 133 and its related 
interpretations, and (c) how derivative instruments and related hedged items affect an entity’s financial position, financial 
performance, and cash flows. This statement is effective for financial statements issued for fiscal years and interim periods beginning 
after November 15, 2008. The Company is currently reviewing the requirements of SFAS 161 to determine the impact on its financial 
statements and related disclosures.  

2. Acquisition  
The GA Acquisition  

On January 31, 2008, the Company utilized existing cash balances to purchase GA Industries, Inc. (“GA”) for $73.7 million, net 
of $3.2 million of cash acquired. This acquisition expanded the Company’s Water Management platform into the water and 
wastewater markets, specifically in municipal, hydropower and industrial environments. GA Industries, Inc. is comprised of GA 
Industries and Rodney Hunt Company, Inc. GA Industries is a manufacturer of automatic control valves, check valves and air valves. 
Rodney Hunt Company, Inc., its wholly owned subsidiary at the time of closing, is a leader in the design and manufacturer of 
sluice/slide gates, butterfly valves, cone valves and actuation systems. The Company is still in the process of finalizing third-party 
appraisals of the acquired property, plant and equipment and certain identifiable intangible assets, as well as the tax effects of the 
related temporary differences. Accordingly, final adjustments to the purchase price allocation may be required. The Company expects 

 finalize the purchase price allocation within one year from the date of the acquisition.  to
  

The following table summarizes the estimated fair value of the acquired assets and assumed liabilities of GA at the date of 
acquisition (in millions):  
  

  

Cash ....................................................................................................................................................... $  3.2 
Securities ...............................................................................................................................................  6.7 
Receivables ............................................................................................................................................  16.4 
Inventories .............................................................................................................................................  19.7 
Other current assets ................................................................................................................................  1.3 
Property, plant and equipment ...............................................................................................................  17.2 
Intangible assets .....................................................................................................................................  19.4 
Goodwill ................................................................................................................................................  23.3 

    

Total assets acquired ..............................................................................................................................  107.2 
Accounts payable ...................................................................................................................................  (2.6)
Accrued liabilities ..................................................................................................................................  (6.4)
Deferred taxes ........................................................................................................................................  (15.8)
Debt .......................................................................................................................................................  (5.5)

  

Net assets acquired ................................................................................................................................ $ 76.9 
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Approximately $6.6 million of the short-term investments were sold prior to March 31, 2008. These short-term investments 
consisted primarily of common stocks and other marketable securities. The $19.4 million of acquired intangible assets consist 
primarily of tradenames and customer relationships. The acquired customer relationships are being amortized over their estimated 
useful lives (9 - 12 years). The acquired tradenames have an indefinite life and are not being amortized but are tested annually for 
impairment. Goodwill is not expected to be deductible for income tax purposes. GA’s operations were included in the Company’s 
results of operations beginning on February 1, 2008.  
  
3. Canal Street Facility Accident  

On December 6, 2006, the Company experienced an explosion at its primary gear manufacturing facility (“Canal Street”), in 
which three employees lost their lives and approximately 45 employees were injured. Canal Street is comprised of over 1.1 million 
square feet among several buildings, and employed approximately 750 associates prior to the accident. The accident resulted from a 
leak in an underground pipe related to a backup propane gas system that was being tested. The explosion destroyed approximately 
80,000 square feet of warehouse, storage and non-production buildings, and damaged portions of other production areas. The Canal 
Street facility manufactures portions of the Company’s gear product line and, to a lesser extent, the Company’s coupling product line. 
The Company’s core production capabilities were substantially unaffected by the accident. As of the end of the second quarter of 
fiscal 2008, production at the Canal Street facility had returned to pre-accident levels.  

The Company finalized its accounting for this event in the quarter ending December 29, 2007. As a result, there was no activity 
related to the Canal Street facility accident during the quarter ended June 28, 2008. For the quarter ended June 30, 2007, the Company 
recorded the following (gains)/losses related to this incident (in millions):  
  

  

  

Quarter Ended 
June 30, 2007  

Clean-up and restoration expenses ............................................................................................................... $ 1.8 
Non-cash inventory impairment ...................................................................................................................  0.1 
Less property and casualty insurance recoveries ..........................................................................................  (7.5)

    

Subtotal prior to business interruption insurance recoveries ........................................................................  (5.6)
Less business interruption insurance recoveries ...........................................................................................  (2.5)

    

Gain on Canal Street facility accident, net ................................................................................................... $ (8.1)
  

For the period from December 6, 2006 (the date of loss) through December 5, 2007 (the date on which the Company settled its 
property, casualty and business interruption claims with its insurance carriers), the Company has recorded recoveries from its 
insurance carriers totaling $71.4 million, of which $50.4 million has been allocated to recoveries under property and casualty 
insurance policies and $21.0 million of which has been allocated to recoveries under business interruption insurance policies. $10.0 
million of the above recoveries was received during the first quarter ended June 30, 2007 ($7.5 million allocated to property and 
casualty and $2.5 million allocated to business interruption). No additional insurance proceeds related to such property, casualty and 
business interruption coverage are expected in future periods. As of June 28, 2008 the Company and its insurance carrier continue to 
manage ongoing general liability and workers compensation claims. Management believes that the limits of such coverage will be in 
excess of the losses incurred.  

4. 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 discrete items or items 
that are reported net of their related tax effects. The tax effect of significant, discrete items is reflected in the period in which they 
occur. The Company’s income tax expense is impacted by a number of factors, including the amount of taxable earnings derived in 
foreign jurisdictions with tax rates that are higher or lower than the U.S. federal statutory rate, state tax rates in the jurisdictions where 
the Company does business and the Company’s ability to utilize various tax credits and net operating loss carryforwards.  

The effective income tax rate for the first quarter of fiscal 2009 was 45.2% versus 66.7% in the first quarter of fiscal 2008. The 
effective tax rate for the first quarter of fiscal 2009 is higher than the U.S. federal statutory rate of 35% mainly due to the effect of the 
accrual of state income taxes, the accrual of interest expense (through income tax expense) relating to unrecognized tax benefits and 
an increase to the valuation allowance relating to foreign tax credits generated for which realization of such benefits is not deemed 
more likely than not. Similarly, the high effective tax rate in the first quarter of fiscal 2008 was due to the effect of the accrual of state 
income taxes, the accrual of interest expense (through income tax expense) relating to unrecognized tax benefits and an increase to the 
valuation allowance for foreign tax credits generated during this period for which the realization of such benefits was not deemed 
more likely than not. However, the higher effective income tax rate for the first quarter of fiscal 2008 compared with the first quarter 
of fiscal 2009 is a result of the relatively lower amount of pre-tax income recognized during such periods for fiscal 2008 as compared 
with fiscal 2009.  



 
  

10 

The Company adopted the provisions of FIN 48 on April 1, 2007. As a result of the implementation of FIN 48, the Company 
recognized a $5.5 million decrease in the liability for unrecognized tax benefits, with an offsetting reduction to goodwill. At June 28, 
2008, the Company had $45.5 million in unrecognized net tax benefits, of which $6.0 million represented tax benefits that if 
recognized, would favorably impact the effective tax rate. At March 31, 2008, the Company’s total liability for unrecognized net tax 
benefits was $45.7 million. Included in this figure is $5.2 million, which represents tax benefits that if recognized, would favorably 
impact the effective tax rate.  

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in income tax expense. As of 
June 28, 2008 and March 31, 2008, the total amount of unrecognized tax benefits includes $14.8 million and $14.2 million of accrued 
interest and penalties, respectively. The amount of interest and penalties recorded as income tax expense during the quarter ended 
June 28, 2008 and June 30, 2007 amounted to $0.6 million and $1.2 million, respectively.  

The Company is subject to periodic audits by domestic and foreign tax authorities. Currently, the Company is undergoing 
routine, periodic audits in both domestic and foreign tax jurisdictions. In addition, the Company was recently notified by the Internal 
Revenue Service of its intention to conduct an examination of the United States federal income tax return for the tax periods ended 
March 31, 2006 and July 21, 2006. It appears reasonably possible that the amounts of unrecognized tax benefits could change in the 
next twelve months as a result of such audits; however, any potential payments of income tax, interest and penalties is not expected to 
be significant to the Company’s consolidated financial statements. With certain exceptions, the Company is no longer subject to U.S. 
federal income tax examinations for years ending prior to fiscal 2005, state and local income tax examinations for years ending prior 
to fiscal 2004 or significant foreign income tax examinations for years ending prior to fiscal 2003. With respect to the Company’s U.S. 
federal net operating loss (“NOL”) carryforward, fiscal year 2003 and 2004 are open under statutes of limitations; whereby, the tax 
authorities may not adjust the income tax liability for these years, but may reduce the NOL carryforward and any other tax attribute 
arryforward to future open tax years.  c

  
5. Comprehensive Income  

Comprehensive income consists of the following (in millions):  
  
  

  
First Quarter Ended

  
June 28, 2008

  
June 30, 2007

Net income ................................................................................................................................................ $ 9.1 $ 2.4 
Other comprehensive income:   

Unrealized gain on interest rate derivatives, net of tax ....................................................................  2.9  0.9 
Amortization of pension and postretirement unrecognized prior service costs and actuarial gains 

and losses, net of tax ...................................................................................................................  0.1  —   
Foreign currency translation adjustments ........................................................................................  1.4  2.7 

    

Comprehensive income ............................................................................................................................. $ 13.5 $ 6.0 
    

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

  
  

  
June 28, 2008

  
March 31, 2008

Finished goods ....................................................................................................................................... $ 230.1 $ 228.3 
Work in progress ....................................................................................................................................  61.9  63.2 
Raw materials ........................................................................................................................................  54.6  49.5 

      

Inventories at First-in, First-Out (“FIFO”) cost .....................................................................................  346.6  341.0 
Adjustment to state inventories at Last-in, First-Out (“LIFO”) cost ......................................................  27.4  29.3 

        

$ 374.0 $ 370.3 
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7. Other Current Liabilities  
Other current liabilities are summarized as follows (in millions):  

  
  

  
June 28, 2008  March 31, 2008

Taxes, other than income taxes ........................................................................ $ 4.9 $ 5.2
Sales rebates .....................................................................................................  17.3  17.4
Severance obligations ......................................................................................  3.9  4.7
Customer advances ..........................................................................................  30.6  31.5
Product warranty ..............................................................................................  6.2  6.8
Commissions ....................................................................................................  7.7  7.3
Risk management reserves (1) .........................................................................  5.1  4.6
Other ................................................................................................................  17.9  18.3

        

$ 93.6 $ 95.8
  

  
(1) Includes projected liabilities related to the Company’s deductible portion of insured losses arising from automobile, general and 

product liability claims.  

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

  
  

  
June 28, 2008  March 31, 2008

Term loans ......................................................................................................... $ 767.5 $ 767.5
9.50% Senior notes due 2014 (1) ......................................................................  803.0  803.3
8.875% Senior notes due 2016 ..........................................................................  150.0  150.0
11.75% Senior subordinated notes due 2016.....................................................  300.0  300.0
10.125% Senior subordinated notes due 2012 ...................................................  0.3  0.3
Other ..................................................................................................................  3.3  3.4

      

Total ..................................................................................................................  2,024.1  2,024.5
Less current portion ...........................................................................................  2.9  2.9

      

Long-term debt ........................................................................................ $ 2,021.2 $ 2,021.6
      

  
(1) Includes an unamortized bond issue premium of $8.0 million and $8.3 million at June 28, 2008 and March 31, 2008, 

respectively.  

As of June 28, 2008, the Company’s outstanding borrowings under the term loan credit facility were apportioned between two 
primary tranches: a $570.0 million term loan B1 facility and a $197.5 million term loan B2 facility. Borrowings under the term loan 
B1 facility accrue interest, at the Company’s option, at the following rates per annum: (i) 2.50% plus the LIBOR 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). Borrowings under the B2 
facility accrue interest, at the Company’s option, at the following rates per annum: (i) 2.00% plus the LIBOR Rate or (ii) 1.00% plus 
the Base Rate (which is defined as the higher of the Federal funds rate plus 0.5% or the Prime rate). The weighted average interest rate 
on the outstanding term loans at June 28, 2008 was 5.84%. As of June 28, 2008, the remaining mandatory principal pre-payments on 
both the term loan B1 and B2 facilities are $1.2 million and $10.5 million, respectively. The Company has fulfilled all mandatory 
principal repayments on the B1 facility through March 31, 2013. Principal quarterly pre-payments of $0.5 million on the B2 facility 
are scheduled to be made at the end of each calendar quarter beginning on June 30, 2008 through June 30, 2013.  

Borrowings under the Company’s $150.0 million revolving credit facility accrue interest, at the Company’s option, at the 
following rates per annum: (i) 2.25% plus the LIBOR 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). There were no outstanding borrowings on the revolver as of June 28, 2008 or 
March 31, 2008. However, $29.2 million and $31.0 million of the revolving credit facility was considered utilized in connection with 
outstanding letters of credit at June 28, 2008 and March 31, 2008, respectively  
  

The senior notes and senior subordinated notes are unsecured obligations of the Company. The senior subordinated notes are 
subordinated in right of payment to all existing and future senior indebtedness. The Company’s senior secured credit facilities limit the 
Company’s maximum senior secured bank leverage ratio to 4.25 to 1.00. As of June 28, 2008, the senior secured bank leverage ratio 
was 1.61 to 1.00.  
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At June 28, 2008 and March 31, 2008, the Company had additional debt of $3.3 million and $3.4 million, respectively, 
comprised primarily of capital lease obligations and borrowings at various foreign subsidiaries.  

Account Receivable Securitization Program  
On September 26, 2007, three wholly-owned domestic subsidiaries entered into an accounts receivable securitization program 

(the “AR Securitization Program” or the “Program”) whereby they continuously sell substantially all of their domestic trade accounts 
receivables to a wholly-owned bankruptcy remote special purpose subsidiary (the “SPV”) for cash and subordinated notes. The 
Receivables Sales and Servicing Agreement entered into between Rexnord Industries, LLC and the SPV provides for the purchase and 
servicing of such receivables. The SPV in turn may obtain revolving loans and letters of credit from General Electric Capital 
Corporation (“GECC”) pursuant to a five year revolving loan agreement. The maximum borrowing amount under the Receivables 
Financing and Administration Agreement is $100 million, subject to certain borrowing base limitations related to the amount and type 
of receivables owned by the SPV. All of the receivables purchased by the SPV are pledged as collateral for revolving loans and letters 
of credit obtained from GECC under the Receivables Financing and Administration Agreement.  

The AR Securitization Program does not qualify for sale accounting under SFAS No. 140, Accounting for Transfers and 
Servicing of Financial Assets and Extinguishments of Liabilities, and as such, any borrowings are accounted for as secured borrowings 
on the consolidated balance sheet. Financing costs associated with the Program will be recorded within “Interest expense, net” in the 
consolidated statement of operations if revolving loans or letters of credit are obtained under the Receivables Financing and 
Administration Agreement.  

Borrowings under the Receivables Financing and Administration Agreement bear interest at a rate equal to LIBOR plus an 
applicable margin, which at June 28, 2008 was 1.35%. In addition, a non-use fee of 0.30% is applied to the unutilized portion of the 
$100.0 million commitment. These rates are per annum and the fees are paid to GECC on a daily basis. At June 28, 2008, the 
Company had no outstanding borrowings under the Program. Additionally, the Program requires compliance with certain covenants 
and performance ratios contained in the Receivables Financing and Administration Agreement. As of June 28, 2008, the Company 
was in compliance with all applicable covenants and performance ratios.  

9. Financial Instruments  
The Company selectively uses interest rate collars and swaps and foreign exchange forward contracts to manage interest rate 

and foreign currency risks. The use of the derivatives is restricted to those intended for hedging purposes.  

In February 2008, the Company entered into foreign exchange forward contracts to mitigate the foreign currency volatility 
relative to certain intercompany cash flows expected to occur within the current fiscal year. The remaining forward contracts expire 
between July 29, 2008 and March 27, 2009 and have a notional amount of 25.4 million Canadian dollars (“CAD”) ($25.3 million 
United States dollars (“USD”)) and contract rates ranging from $1 CAD:$0.9988 USD to $1CAD:$0.9931 USD. These foreign 
exchange forward contracts have not been accounted for as effective cash flow hedges in accordance with SFAS No. 133, Accounting 
for Derivative Instruments and Hedging Activities (“SFAS 133”) and as such are marked to market through earnings. At June 28, 
2008, the Company recorded the fair value of these contracts of $0.2 million within other current assets and recorded $0.7 million of 
other expense during the quarter ended June 28, 2008. The Company recorded $1.8 million of other expense during the quarter ended 
June 30, 2007 related to existing foreign exchange forward contracts in place at June 30, 2007.  

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 133. The negative fair value of these interest rate derivatives totaled $4.9 million at June 28, 2008 
and has been recorded on the Company’s condensed consolidated balance sheets as an other long-term liability with the corresponding 
offset recorded as a component of accumulated other comprehensive income, net of tax.  
  
10. Fair Value Measurements  

As further discussed in Note 1, the Company adopted SFAS 157, effective April 1, 2008. While SFAS 157 does not expand the 
use of fair value measurements in any new circumstance, it applies to several current accounting standards that require or permit 
measurement of assets and liabilities at fair value. SFAS 157 provides a common definition of fair value and establishes a framework 
to make the measurement of fair value in generally accepted accounting principles more consistent and comparable. SFAS 157 defines 
fair value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most 
advantageous market for the asset or liability in an orderly transaction between market participants. SFAS 157 also specifies a fair 
value hierarchy based upon the observability of inputs used in valuation techniques. Observable inputs (highest level) reflect market 
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data obtained from independent sources, while unobservable inputs (lowest level) reflect internally developed assumptions about the 
assumptions a market participant would use.  

In accordance with SFAS 157, fair value measurements are classified under the following hierarchy:  
• Level 1- Quoted prices for identical instruments in active markets.  
• Level 2- Quoted prices for similar instruments; quoted prices for identical or similar instruments in markets that are not 

active; and model-derived valuations in which all significant inputs or significant value-drivers are observable.  
• Level 3- Model-derived valuations in which one or more inputs or value-drivers are both significant to the fair value 

measurement and unobservable.  

If applicable, the Company uses quoted market prices in active markets to determine fair value, and therefore classifies such 
measurements within Level 1. In some cases where market prices are not available, the Company makes use of observable market 
based inputs to calculate fair value, in which case the measurements are classified within Level 2. If quoted or observable market 
prices are not available, fair value is based upon internally developed models that use, where possible, current market-based 
parameters. These measurements are classified within Level 3 if they use significant unobservable inputs.  

The Company’s fair value measurements which are impacted by SFAS 157 include:  

Interest Rate Collar and Swap  
The fair value of interest rate swap and collar derivatives is primarily based on pricing models. These models use discounted 

cash flows that utilize the appropriate market-based forward swap curves and interest rates.  

Foreign exchange forward contracts  
The fair value of foreign exchange forward contracts is based on a pricing model that utilizes the differential between the 

contract price and the market-based forward rate as applied to fixed future deliveries of Canadian dollars (for United States dollars) at 
pre-designated settlement dates.  

The Company endeavors to utilize the best available information in measuring fair value. As required by SFAS 157, financial 
assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement. 
The Company has determined that its financial instruments reside within level 2 of the fair value hierarchy. The following table 
provides a summary of the Company’s assets and liabilities that were recognized at fair value on a recurring basis as of June 28, 2008 
(in millions):  
  

  

Fair Value as of June 28, 2008
    

  
Level 1 Level 2  Level 3  

  
    Total    

Assets:   

Foreign exchange forward contracts (1) ............................................ $ —   $ 0.2  $ —   $ 0.2 
    

Total assets at fair value ........................................................................... $ —   $ 0.2  $ —   $ 0.2 
          

     

Liabilities:   

Interest rate collar and swap (2) ......................................................... $ —   $ 4.9  $ —   $ 4.9 
    

Total liabilities at fair value ...................................................................... $ —   $ 4.9  $ —   $ 4.9 
          

  
(1) The foreign exchange forward contracts are included in other current assets on the condensed consolidated balance sheets.  
(2) The interest rate collar and swap are included in other long-term liabilities on the condensed consolidated balance sheets.  
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11. Commitments and Contingencies  
Warranties:  

The Company offers warranties on the sales of certain 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):  
  

  

First Q arter Ended  u
June 28, 2008  

   
June 30, 2007

Balance at beginning of period .......................................................................... $ 6.8  $ 4.2 
Charged to operations ........................................................................................  0.1   1.0 
Claims settled ....................................................................................................  (0.7)  (0.6)

      

Balance at end of period .................................................................................... $ 6.2  $ 4.6 
    

Contingencies:  
The Company’s entities are involved in various unresolved legal actions, administrative proceedings and claims in the ordinary 

course of business involving, among other things, product liability, commercial, employment, workers’ compensation, intellectual 
property claims and environmental matters. The Company establishes reserves in a manner that is consistent with accounting 
principles generally accepted in the United States for costs associated with such matters when liability is probable and those costs are 
capable of being reasonably estimated. Although it is not possible to predict with certainty the outcome of these unresolved legal 
actions or the range of possible loss or recovery, based upon current information, management believes the eventual outcome of these 
unresolved legal actions either individually, or in the aggregate, will not have a material adverse effect on the financial position, 
results of operations or cash flows of the Company.  

In connection with the Carlyle acquisition in November 2002, Invensys plc has provided the Company with indemnification 
against certain contingent liabilities, including certain pre-closing environmental liabilities. The Company believes that, pursuant to 
such indemnity obligations, Invensys is obligated to defend and indemnify the Company with respect to the matters described below 
relating to the Ellsworth Industrial Park Site and to various asbestos claims. The indemnity obligations relating to the matters 
described below are not subject to any time limitations and are subject to an overall dollar cap equal to the purchase price, which is an 
amount in excess of $900 million. The following paragraphs summarize the most significant actions and proceedings:  

• In 2002, Rexnord Industries, LLC (formerly known as Rexnord Corporation) (“Rexnord Industries”) was named as a 
Potentially Responsible Party, or PRP, together with at least ten other companies, at the Ellsworth Industrial Park Site, 
Downers Grove, DuPage County, Illinois (the “Site”), by the United States Environmental Protection Agency, or USEPA, 
and the Illinois Environmental Protection Agency, or IEPA. Rexnord Industries’ Downers Grove property is situated 
within the Ellsworth Industrial Complex. The USEPA and IEPA allege there have been one or more releases or threatened 
releases of chlorinated solvents and other hazardous substances, pollutants or contaminants, allegedly including but not 
limited to a release or threatened release on or from our property, at the Site. The relief sought by the USEPA and IEPA 
includes further investigation and potential remediation of the Site. In support of the USEPA and IEPA, in July 2004 the 
Illinois Attorney General filed a lawsuit (State of Illinois v. Precision et al.) in the Circuit Court of DuPage County, 
Illinois against Rexnord Industries and the other PRP companies seeking an injunction, the provision of potable water to 
approximately 800 homes, further investigation of the alleged contamination, reimbursement of certain costs incurred by 
the state and assessment of a monetary penalty. In August 2003, several PRPs, including Rexnord Industries, entered into 
an Administrative Order by Consent, or AOC, with the USEPA, IEPA and State of Illinois et al. The AOC has resolved a 
significant portion of the State of Illinois lawsuit, in which a tentative settlement has been reached. Rexnord Industries has 
been notified by the USEPA that an expanded Site investigation is required. Rexnord Industries’ allocated share of future 
costs related to the Site, including for investigation and/or remediation, could be significant.  
The ultimate outcome of the Ellsworth investigation and related litigation cannot presently be determined; however, 
management believes the Company has meritorious defenses to these matters. Pursuant to its indemnity obligation, 
Invensys is defending the Company in these matters and has paid 100% of the related costs to date. To provide additional 
protection, the Company has brought several indemnification suits against previous property owners who retained certain 
environmental liabilities associated with its property, and is also involved in litigation with its insurance companies for a 
declaration of coverage. These suits are progressing in accordance with the respective court’s scheduling order.  

  
• Approximately 700 lawsuits (with approximately 6,950 claimants) are pending in state or federal court in numerous 

jurisdictions relating to alleged personal injuries due to the alleged presence of asbestos in certain brakes and clutches 
previously manufactured by the Company’s Stearns division and/or its predecessor owners. Invensys and FMC, prior 
owners of the Stearns business, have paid 100% of the costs to date related to the Stearns lawsuits. Similarly, the 
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Company’s Prager subsidiary has been named as a defendant in two pending multi-defendant lawsuits relating to alleged 
personal injuries due to the alleged presence of asbestos in a product allegedly manufactured by Prager. There are 
approximately 3,700 claimants in the Prager lawsuits. The ultimate outcome of these lawsuits cannot presently be 
determined. To date, the Company’s insurance providers have paid 100% of the costs related to the Prager lawsuits. The 
Company believes that the combination of its insurance coverage and the Invensys indemnity obligations will cover any 
future costs of these suits.  

In connection with the Falk acquisition, Hamilton Sundstrand has provided the Company with indemnification against certain 
contingent liabilities, including coverage for certain pre-closing environmental liabilities. The Company believes that, pursuant to such 
indemnity obligations, Hamilton Sundstrand is obligated to defend and indemnify the Company with respect to the asbestos claims 
described below, and that, with respect to these claims, such indemnity obligations are not subject to any time or dollar limitations. 
The following paragraph summarizes the most significant actions and proceedings for which Hamilton Sundstrand has accepted 
responsibility:  

• Falk, through its successor entity, is a defendant in approximately 150 lawsuits pending in state or federal court in 
numerous jurisdictions relating to alleged personal injuries due to the alleged presence of asbestos in certain clutches and 
drives previously manufactured by Falk. There are approximately 2,230 claimants in these suits. The ultimate outcome of 
these lawsuits cannot presently be determined. Hamilton Sundstrand is defending the Company in these lawsuits pursuant 
to its indemnity obligations and has paid 100% of the costs to date.  

Certain Water Management subsidiaries are also subject to asbestos and class action related litigation.  

As of June 28, 2008, Zurn and an average of 113 other unrelated companies were defendants in approximately 6,000 asbestos 
related lawsuits representing approximately 45,000 claims. The suits allege damages in an aggregate amount of approximately $14.2 
billion against all defendants. Plaintiffs’ claims allege personal injuries caused by exposure to asbestos used primarily in industrial 
boilers formerly manufactured by a segment of Zurn. Zurn did not manufacture asbestos or asbestos components. Instead, Zurn 
purchased them from suppliers. These claims are being handled pursuant to a defense strategy funded by insurers.  

The Company currently estimates the potential liability for asbestos-related claims pending against Zurn as well as the claims 
expected to be filed in the next ten years is approximately $134.0 million, of which Zurn expects to pay approximately $116.0 million 
in the next ten years on such claims, with the balance of the estimated liability being paid in subsequent years. However, there are 
inherent uncertainties involved in estimating the number of future asbestos claims, future settlement costs, and the effectiveness of 
defense strategies and settlement initiatives. As a result, Zurn’s actual liability could differ from the estimate described herein. Further, 
while this current asbestos liability is based on an estimate of claims through the next ten years, such liability may continue beyond 
that time frame, and such liability could be substantial.  

Management estimates that its available insurance to cover its potential asbestos liability as of June 28, 2008, is approximately 
$280.5 million, and believes that all current claims are covered by this insurance. However, principally as a result of the past 
insolvency of certain of the Company’s insurance carriers, certain coverage gaps will exist if and after the Company’s other carriers 
have paid the first $204.5 million of aggregate liabilities. In order for the next $51.0 million of insurance coverage from solvent 
carriers to apply, management estimates that it would need to satisfy $14.0 million of asbestos claims. Layered within the final 
$25.0 million of the total $280.5 million of coverage, management estimates that it would need to satisfy an additional $80 million of 
asbestos claims. If required to pay any such amounts, the Company could pursue recovery against the insolvent carriers, but it is not 
currently possible to determine the likelihood or amount of any such recoveries, if any.  

As of June 28, 2008, the Company recorded a receivable from its insurance carriers of $134.0 million, which corresponds to the 
amount of its potential asbestos liability that is covered by available insurance and is currently determined to be probable of recovery. 
However, there is no assurance that $280.5 million of insurance coverage will ultimately be available or that Zurn’s asbestos liabilities 
will not ultimately exceed $280.5 million. Factors that could cause a decrease in the amount of available coverage include: changes in 
law governing the policies, potential disputes with the carriers on the scope of coverage, and insolvencies of one or more of the 

ompany’s carriers.  C
  

As of the date of this filing, subsidiaries, Zurn Pex, Inc. and Zurn Industries, LLC (formerly known as Zurn Industries, Inc.), 
have been named as defendants in nine lawsuits in various U.S. federal courts (MN, ND, CO, NC, MT and VA). The plaintiffs in these 
suits seek to represent a class of plaintiffs alleging damages due to the alleged failure or anticipated failure of the Zurn brass crimp 
fittings on the PEX plumbing systems in homes and other structures. The complaints assert various causes of action, including but not 
limited to negligence, breach of warranty, fraud, and violations of the Magnuson Moss Act and certain state consumer protection laws, 
and seek declaratory and injunctive relief, and damages (including punitive damages) in unspecified amounts. The Company believes 
it has insurance coverage in excess of $100 million, subject, however, to policy terms and conditions, and deductibles. While the 
Company intends to vigorously defend itself in these actions, the uncertainties of litigation and the uncertainties related to insurance 
coverage and collection as well as the actual number or value of claims make it difficult to accurately predict the financial effect these 
claims may ultimately have on the Company.  
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12. Retirement Benefits  
The components of net periodic benefit cost are as follows (in millions):  

  
  

  
First Quarter Ended

  
June 28, 2008

  
June 30, 2007

Pension Benefits:   

Service cost .............................................................................................................................................. $ 1.2 $ 1.3 
Interest cost ..............................................................................................................................................  8.8  8.3 
Expected return on plan assets .................................................................................................................  (12.5)  (12.1)
Amortization of:   

Prior service cost ............................................................................................................................  0.1  0.1 
      

Net periodic benefit cost (income) ........................................................................................................... $ (2.4) $ (2.4)
    

Other Postretirement Benefits:   

Service cost .............................................................................................................................................. $ 0.1 $ 0.1 
Interest cost ..............................................................................................................................................  0.8  0.8 

      

Net periodic benefit cost .......................................................................................................................... $ 0.9 $ 0.9 
      

In the first quarter of fiscal 2009 and 2008, the Company made contributions of $0.6 million and $1.6 million, respectively, to 
its U.S. qualified pension plan trusts. On April 1, 2008, the Company adopted the measurement date provisions of SFAS 158. The 
impact of the adoption was an increase in total liabilities of $1.3 million, an increase in total assets of $3.5 million, an increase in 
deferred tax liabilities of $0.9 million and an increase in retained earnings, net of tax, of $1.3 million.  

13. Stock Options  
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. In 
connection with the acquisition of the Company by Apollo Management, L.P. (“Apollo”) on July 21, 2006, all previously outstanding 
stock options became fully vested and were either cashed out or rolled into fully-vested stock options of Rexnord Holdings. On 
July 22, 2006, a total of 577,945 of stock options were rolled over, each with an exercise price of $7.13. As of June 28, 2008, 539,242 
of these rollover stock options remain outstanding.  

In connection with the acquisition of the Company by Apollo on July 21, 2006, 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 2,700,000 shares (excluding rollover 
options mentioned above). Approximately 50% of the options granted under the Option Plan vest ratably over five years from the date 
of grant; the remaining fifty percent of the options are eligible to vest based on the Company’s achievement of earnings before 
interest, taxes, depreciation and amortization (“EBITDA”) targets and debt repayment targets for fiscal years 2007 through 2014.  

The fair value of each option granted under the Option Plan during the first quarter ended June 28, 2008 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 the Company’s industry; an expected term of 7.5 years based on 
the midpoint between when the options vest and when they expire; a weighted average risk free interest rate of 3.76% 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 
the 44,900 options granted under the Option Plan between April 1, 2008 and June 28, 2008 was $16.01.  

For the quarter ended June 28, 2008 and June 30, 2007, the Company recorded $1.8 million of stock-based compensation 
expense. As of June 28, 2008, there was $23.1 million of total unrecognized compensation cost related to non-vested stock options 
granted under the Option Plan. That cost is expected to be recognized over a weighted average period of 3.4 years.  
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The following table presents the Company’s stock option activity during the first quarter of fiscal 2009:  
  
  

  

Period from April 1, 2008 through 
June 28, 2008  

  
Shares  

  

Weighted Avg. 
Exercise Price  

Number of shares under option:   

Outstanding at beginning of period ..............................................................................................  2,795,887 $ 17.47 
Granted ...............................................................................................................................  44,900  40.00 
Exercised .............................................................................................................................  —    —   
Canceled/Forfeited ..............................................................................................................  (1,185)  19.94 

      

Outstanding at end of period (1)(2) ..............................................................................................  2,839,602 $ 17.82 
      

Exercisable at end of period (3) ....................................................................................................  955,827 $ 12.71 
    

  
(1) Includes 539,242 roll-over options.  
(2) The weighted average remaining contractual life of options outstanding at June 28, 2008 is 8.4 years.  
(3) The weighted average remaining contractual life of options exercisable at June 28, 2008 is 8.2 years.  

14. Business Segment Information  
The results of operations are reported in two business segments, consisting of the Power Transmission platform and the Water 

Management platform. The Power Transmission platform manufactures gears, couplings, industrial bearings, flattop chain and 
modular conveyer belts, aerospace bearings and seals, special components and industrial chain and conveying equipment. This 
segment serves a diverse group of end market industries, including aerospace, aggregates and cement, air handling, construction 
equipment, chemicals, energy, food and beverage, forest and wood products, mining, material and package handling, marine, natural 
resource extraction and petrochemical. The Water Management platform manufactures professional grade specification plumbing, 
water treatment and waste water control products serving the commercial, institutional, civil, municipal, hydropower and public water 
works construction markets.  

The financial information of the Company’s segments is regularly evaluated by the chief operating decision makers in 
determining resource allocation and assessing performance and is periodically reviewed by the Company’s Board of Directors. 
Management evaluates the performance of each business segment based on its operating results.  
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In the second quarter of fiscal 2008, the Company recast the presentation of its operating segments to segregate certain general 
and administrative corporate costs that are not directly attributable to either operating segment. These general and administrative costs 
are presented within the “Corporate” caption of the following disclosure. The results for the quarter ending June 30, 2007 have been 
conformed to reflect this change.  
  
Business Segment Information:  
(In Millions)  
  

  
First Quarter Ended

  
June 28, 2008

  
June 30, 2007

Net sales   

Power Transmission ........................................................................................................... $ 340.6 $ 309.8 
Water Management ............................................................................................................  155.5  138.4 

      

Consolidated ......................................................................................................................................... $ 496.1 $ 448.2 
    

Income (loss) from operations   

Power Transmission ........................................................................................................... $ 46.0 $ 43.1 
Water Management ............................................................................................................  23.1  20.0 
Corporate ...........................................................................................................................  (5.8)  (4.0)

      

Consolidated ......................................................................................................................................... $ 63.3 $ 59.1 
      

Non-operating expense:   

Interest expense, net ...........................................................................................................  (44.5)  (49.0)
Other expense, net ..............................................................................................................  (2.2)  (2.9)

    

Income before income taxes .................................................................................................................  16.6  7.2 
Provision for income taxes ....................................................................................................................  7.5  4.8 

    

Net income ............................................................................................................................................ $ 9.1 $ 2.4 
      

Depreciation and Amortization   

Power Transmission ........................................................................................................... $ 20.1 $ 20.2 
Water Management ............................................................................................................  7.0  6.8 

      

Consolidated ......................................................................................................................................... $ 27.1 $ 27.0 
    

Capital Expenditures   

Power Transmission ........................................................................................................... $ 10.0 $ 7.9 
Water Management ............................................................................................................  1.0  0.4 

      

Consolidated ......................................................................................................................................... $ 11.0 $ 8.3 
    

   

  
June 28, 2008

  
March 31, 2008

Total Assets   

Power Transmission ........................................................................................................... $ 2,496.2 $ 2,477.0 
Water Management ............................................................................................................  1,262.2  1,265.9 
Corporate ...........................................................................................................................  59.8  62.3 

      

Consolidated ......................................................................................................................................... $ 3,818.2 $ 3,805.2 
    

  
15. Guarantor Subsidiaries  

The following schedules present condensed consolidating financial information of the Company at June 28, 2008 and March 31, 
2008 and for the quarter ended June 28, 2008 and June 30, 2007 for: (a) RBS Global, Inc. and its wholly-owned subsidiary Rexnord 
LLC, which together are co-issuers (the “Issuers”) of the outstanding senior notes and senior subordinated notes (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 (c) 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.  
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Condensed Consolidating Balance Sheet  
June 28, 2008  
(in Millions)  
  

  

  
Issuers  

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  Eliminations 

  
Consolidated 

Assets   

Current assets:   

Cash ........................................................................... $ —   $ 126.4 $ 24.6  $ —   $ 151.0 
Receivables, net .........................................................  —    217.5  87.0   —    304.5 
Inventories, net ..........................................................  —    302.0  72.0   —    374.0 
Other current assets ...................................................  —    15.2  16.2   —    31.4 

            

Total current assets ..............................................................  —    661.1  199.8   —    860.9 
     

 (47.7) 
 

Receivable from (payable to) affiliates, net ........................  24.7  23.0  —    —   
Property, plant and equipment, net ......................................  —    343.2  96.3   —    439.5 
Intangible assets, net ...........................................................  —    848.7  22.9   —    871.6 
Goodwill ..............................................................................  —    1,149.3  181.8   —    1,331.1 
Investment in:   

Guarantor subsidiaries ...............................................  2,001.4  —    —     (2,001.4)  —   
Non-guarantor subsidiaries ........................................  —    627.8  —     (627.8)  —   

Insurance for asbestos claims ..............................................  —    134.0  —     —    134.0 
Pension assets ......................................................................  —    108.5  0.3   —    108.8 
Other assets .........................................................................  59.5  7.6  5.2   —    72.3 

            

Total assets .......................................................................... $ 2,085.6 $ 3,903.2 $ 458.6  $ (2,629.2) $ 3,818.2 
    

Liabilities and stockholders’ equity   

Current liabilities:   

$ —   Current portion of long-term debt .............................. $ 2.0 $ 0.2 $ 0.7  $ 2.9 
Trade payables ...........................................................  —    116.7  46.1   —    162.8 
Income taxes payable .................................................  0.1  (1.3)  5.8   —    4.6 
Deferred income taxes ...............................................  8.9  3.2  (0.9)  —    11.2 
Compensation and benefits ........................................  —    39.9  15.5   —    55.4 
Current portion of pension obligation ........................  —    0.3  2.8   —    3.1 
Current portion of postretirement obligation .............  —    3.5  —     —    3.5 
Interest payable ..........................................................  58.3  0.1  —     —    58.4 
Other current liabilities ..............................................  1.5  68.0  24.1   —    93.6 

    

Total current liabilities ........................................................  70.8  230.6  94.1   —    395.5 
      

Long-term debt ....................................................................  2,018.8  0.7  1.7   —    2,021.2 
Note (receivable from) payable to affiliates, net .................  (952.7)  1,302.3  (349.6)  —    —   
Pension obligations .............................................................  —    17.7  50.1   —    67.8 
Postretirement benefit obligations .......................................  —    50.1  —     —    50.1 
Deferred income taxes .........................................................  158.7  150.2  15.4   —    324.3 
Reserve for asbestos claims .................................................  —    134.0  —     —    134.0 
Other liabilities ....................................................................  28.8  16.2  19.1   —    64.1 

    

Total liabilities ....................................................................  1,324.4  1,901.8  (169.2)  —    3,057.0 
Total stockholders’ equity ...................................................  761.2  2,001.4  627.8   (2,629.2)  761.2 

    

Total liabilities and stockholders’ equity ............................ $ 2,085.6 $ 3,903.2 $ 458.6  $ (2,629.2) $ 3,818.2 
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Condensed Consolidating Balance Sheet  
March 31, 2008  
(in Millions)  
  

  

  
Issuers  

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  Eliminations 

  
Consolidated 

Assets   

Current assets:   

Cash ........................................................................... $ —   $ 100.2 $ 41.7  $ —   $ 141.9 
Receivables, net .........................................................  —    206.0  82.5   —    288.5 
Inventories, net ..........................................................  —    304.5  65.8   —    370.3 
Other current assets ...................................................  —    18.3  16.7   —    35.0 

            

Total current assets ..............................................................  —    629.0  206.7   —    835.7 
     

 (51.9) 
 

Receivable from (payable to) affiliates, net ........................  24.7  27.2  —    —   
Property, plant and equipment, net ......................................  —    346.2  97.1   —    443.3 
Intangible assets, net ...........................................................  —    861.0  22.9   —    883.9 
Goodwill ..............................................................................  —    1,150.0  181.7   —    1,331.7 
Investment in:   

Guarantor subsidiaries ...............................................  1,970.5  —    —     (1,970.5)  —   
Non-guarantor subsidiaries ........................................  —    618.9  —     (618.9)  —   

Insurance for asbestos claims ..............................................  —    134.0  —     —    134.0 
Pension assets ......................................................................  —    101.5  0.3   —    101.8 
Other assets .........................................................................  62.1  8.2  4.5   —    74.8 

            

Total assets .......................................................................... $ 2,057.3 $ 3,876.0 $ 461.3  $ (2,589.4) $ 3,805.2 
    

Liabilities and stockholders’ equity   

Current liabilities:   

$ —   Current portion of long-term debt .............................. $ 2.0 $ 0.2 $ 0.7  $ 2.9 
Trade payables ...........................................................  —    121.5  57.1   —    178.6 
Income taxes payable .................................................  0.4  (1.6)  6.0   —    4.8 
Deferred income taxes ...............................................  8.6  4.1  (1.0)  —    11.7 
Compensation and benefits ........................................  —    54.8  16.5   —    71.3 
Current portion of pension obligation ........................  —    0.3  2.7   —    3.0 
Current portion of postretirement obligation .............  —    3.6  —     —    3.6 
Interest payable ..........................................................  27.2  0.1  0.1   —    27.4 
Other current liabilities ..............................................  0.8  74.4  20.6   —    95.8 

    

Total current liabilities ........................................................  39.0  257.4  102.7   —    399.1 
      

Long-term debt ....................................................................  2,019.1  0.7  1.8   —    2,021.6 
Note (receivable from) payable to affiliates, net .................  (936.0)  1,283.4  (347.4)  —    —   
Pension obligations .............................................................  —    18.3  50.7   —    69.0 
Postretirement benefit obligations .......................................  —    49.5  —     —    49.5 
Deferred income taxes .........................................................  157.1  145.6  15.5   —    318.2 
Reserve for asbestos claims .................................................  —    134.0  —     —    134.0 
Other liabilities ....................................................................  33.5  16.6  19.1   —    69.2 

    

Total liabilities ....................................................................  1,312.7  1,905.5  (157.6)  —    3,060.6 
Total stockholders’ equity ...................................................  744.6  1,970.5  618.9   (2,589.4)  744.6 

    

Total liabilities and stockholders’ equity ............................ $ 2,057.3 $ 3,876.0 $ 461.3  $ (2,589.4) $ 3,805.2 
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Condensed Consolidating Statement of Operations  
Three Months Ended June 28, 2008  
(in Millions)  
  

  

  
Issuers 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  

  
Eliminations Consolidated 

Net sales ........................................................................................... $ —   $ 390.3 $ 124.6  $ (18.8) $ 496.1 
Cost of sales .....................................................................................  —    264.4  88.6   (18.8)  334.2 

            

Gross profit ......................................................................................  —    125.9  36.0   —    161.9 
      

Selling, general and administrative expenses ...................................  —    66.7  19.4   —    86.1 
Amortization of intangible assets .....................................................  —    12.4  0.1   —    12.5 

    

Income from operations ...................................................................  —    46.8  16.5   —    63.3 
      

Nonoperating income (expense):   

Interest expense, net:   

To third parties ..............................................................  (44.6)  0.4  (0.3)  —    (44.5)
To affiliates ...................................................................  28.0  (25.0)  (3.0)  —    —   

Other, net ................................................................................  (0.8)  2.1  (3.5)  —    (2.2)
            

Income (loss) before income taxes ...................................................  (17.4)  24.3  9.7   —    16.6 
Provision (benefit) for income taxes ................................................  (2.2)  6.8  2.9   —    7.5 

            

Income (loss) before equity in earnings of subsidiaries ...................  (15.2)  17.5  6.8   —    9.1 
Equity in earnings of subsidiaries ....................................................  24.3  6.8  —     (31.1)  —   

            

Net income ....................................................................................... $ 9.1 $ 24.3 $ 6.8  $ (31.1) $ 9.1 
    

  
Condensed Consolidating Statement of Operations  
Three Months Ended June 30, 2007  
(in Millions)  
  

  

  
Issuers 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  

  
Eliminations Consolidated 

Net sales ........................................................................................... $ —   $ 356.1 $ 109.1  $ (17.0) $ 448.2 
Cost of sales .....................................................................................  —    243.8  79.4   (17.0)  306.2 

    

Gross profit ......................................................................................  —    112.3  29.7   —    142.0 
      

Selling, general and administrative expenses ...................................  —    60.1  18.0   —    78.1 
Loss on Canal Street accident, net ...................................................  —    (8.1)  —     —    (8.1)
Amortization of intangible assets .....................................................  —    12.8  0.1   —    12.9 

    

Income from operations ...................................................................  —    47.5  11.6   —    59.1 
      

Nonoperating income (expense):   

Interest expense:   

 —   To third parties ..............................................................  (49.2)  0.6  (0.4)  (49.0)
To affiliates ...................................................................  27.7  (25.4)  (2.3)  —    —   

Other, net ................................................................................  (0.8)  1.8  (3.9)  —    (2.9)
            

Income (loss) before income taxes ...................................................  (22.3)  24.5  5.0   —    7.2 
Provision (benefit) for income taxes ................................................  (2.0)  4.2  2.6   —    4.8 

            

Income (loss) before equity in earnings of subsidiaries ...................  (20.3)  20.3  2.4   —    2.4 
Equity in earnings of subsidiaries ....................................................  22.7  2.4  —     (25.1)  —   

            

Net income ....................................................................................... $ 2.4 $ 22.7 $ 2.4  $ (25.1) $ 2.4 
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Condensed Consolidating Statement of Cash Flows  
Three months Ended June 28, 2008  
(in Millions)  
  

  

  
Issuers 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  Eliminations 

  
Consolidated 

Operating activities   

Net income .......................................................................... $ 9.1 $ 24.3 $ 6.8  $ (31.1) $ 9.1 
Noncash adjustments ...........................................................  (22.0)  20.0  3.3   31.1  32.4 
Changes in operating assets and liabilities, including 

intercompany activity .....................................................  12.9  (10.2)  (25.3)  —    (22.6)
            

Cash provided by (used for) operating activities .................  —    34.1  (15.2)  —    18.9 
      

Investing activities   

Expenditures for property, plant and equipment .................  —    (8.8)  (2.2)  —    (11.0)
Proceeds from surrender of life insurance policies ..............  0.9 

  
 0.9 

            

Cash used for investing activities ........................................  —    (7.9)  (2.2)  —    (10.1)
      

Financing activities   

Repayments of long-term debt ............................................  —    —    (0.1)  —    (0.1)
    

Cash used for financing activities ........................................  —    —    (0.1)  —    (0.1)
Effect of exchange rate changes on cash .............................  —    —    0.4   —    0.4 

    

Increase (decrease) in cash ..................................................  —    26.2  (17.1)  —    9.1 
Cash at beginning of period .................................................  —    100.2  41.7   —    141.9 

    

Cash at end of period ........................................................... $ —   $ 126.4 $ 24.6  $ —   $ 151.0 
    

  
Condensed Consolidating Statement of Cash Flows  
Three months Ended June 30, 2007  
(in Millions)  
  

  

  
Issuers 

Guarantor 
Subsidiaries 

Non-Guarantor 
Subsidiaries  Eliminations 

  
Consolidated 

Operating activities   

Net income .......................................................................... $ 2.4 $ 22.7 $ 2.4  $ (25.1) $ 2.4 
Noncash adjustments ...........................................................  (20.4)  24.7  3.1   25.1  32.5 
Changes in operating assets and liabilities, including 

intercompany activity .....................................................  38.3  (32.3)  (7.4)  —    (1.4)
            

Cash provided by (used for) operating activities .................  20.3  15.1  (1.9)  —    33.5 
      

Investing activities   

Expenditures for property, plant and equipment .................  —    (6.8)  (1.5)  —    (8.3)
    

Cash used for investing activities ........................................  —    (6.8)  (1.5)  —    (8.3)
      

Financing activities   

Repayments of long-term debt ............................................  (20.0)  —    (0.1)  —    (20.1)
Payment of financing fees ...................................................  (0.3)  —    —     —    (0.3)

    

Cash used for financing activities ........................................  (20.3)  —    (0.1)  —    (20.4)
Effect of exchange rate changes on cash .............................  —    —    (0.1)  —    (0.1)

            

Increase (decrease) in cash ..................................................  —    8.3  (3.6)  —    4.7 
Cash at beginning of period .................................................  —    32.2  23.9   —    56.1 

            

Cash at end of period ........................................................... $ —   $ 40.5 $ 20.3  $ —   $ 60.8 
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16. Subsequent Event  
On July 18, 2008, Rexnord Holdings, the ultimate parent company of RBS Global, Inc. and Rexnord LLC filed a Registration 

Statement on Form S-1 (the “Registration Statement”) relating to an initial public offering of shares of Rexnord Holdings.  
  
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 
(“MD&A”), of the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2008 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. Except for the items reported below, management 
believes that as of June 28, 2008 and during the period from April 1, 2008 through June 28, 2008, there has been no material change to 
this information.  

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157”), as amended in February 2008 by 
FSP FAS 157-2, Effective Date of FASB Statement No. 157. The provisions of SFAS 157 were effective for the Company as of 
April 1, 2008. However, FSP FAS 157-2 deferred the effective date for all nonfinancial assets and liabilities, except those recognized 
or disclosed at fair value on an annual or more frequent basis, until April 1, 2009. SFAS 157 defines fair value, creates a framework 
for measuring fair value in generally accepted accounting principles and expands disclosures about fair value measurements. The 
Company adopted SFAS 157 on April 1, 2008; see Note 10 to the condensed consolidated financial statements for disclosures required 
under SFAS 157. The Company has also elected a partial deferral of SFAS 157 under the provisions of FSP FAS 157-2 related to the 
measurement of fair value used when evaluating nonfinancial assets and liabilities.  

In September 2006, the FASB released SFAS 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. SFAS 158 also requires companies to measure the funded status of plans as of the date of the 
Company’s fiscal year end. The Company adopted the funding and disclosure requirements of SFAS 158 as of March 31, 2008. The 
measurement provisions of SFAS 158 were adopted on April 1, 2008. Upon adoption, the Company recorded an increase to retained 
earnings of $2.2 million ($1.3 million, net of tax).  

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities 
(“SFAS 159”), which permits all entities to choose to measure eligible items at fair value on specified election dates. The associated 
unrealized gains and losses on the items for which the fair value option has been elected shall be reported in earnings. SFAS 159 
became effective for the Company as of April 1, 2008, however, the Company has not elected to utilize the fair value option on any of 
its financial assets or liabilities under the scope of SFAS 159.  

Fiscal Year  
The Company’s fiscal year ends on March 31. Throughout this MD&A we refer to the period from April 1, 2008 through 

June 28, 2008 as the “first quarter of fiscal 2009” or the “first quarter ended June 28, 2008.” Similarly we refer to the period from 
April 1, 2007 through June 30, 2007 as the “first quarter of fiscal 2008” or the “first quarter ended June 30, 2007.”  
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Results of Operations  
General  

We believe we are a leading, global, diversified, multi-platform industrial company strategically well positioned within the 
markets and industries we serve. Currently, our business is comprised of two strategic platforms: (i) Power Transmission, which 
produces gears, couplings, industrial bearings, aerospace bearings and seals, flattop, special components and industrial chain and 
conveying equipment, and (ii) Water Management, which produces professional grade specification plumbing, water treatment and 
waste water control products. Our strategy is to build the Company around multi-billion dollar, global strategic platforms that 
participate in end markets with above average growth characteristics where we are, or have the opportunity to become, the industry 
leader. We have successfully completed and integrated several acquisitions and expect to continue to pursue strategic acquisitions 
within our existing platforms that will expand our geographic presence, broaden our product lines and allow us to move into adjacent 
markets. Over time, we anticipate adding additional strategic platforms to our company. We believe that we have the broadest 
portfolio of highly engineered, mission and project critical Power Transmission products in the industrial and aerospace end markets, 
including gears, couplings, industrial bearings, flattop, aerospace bearings and seals, special components and industrial chain. Our 
Power Transmission products are used in the  
  
plants and equipment of companies in diverse end market industries, including aerospace, cement and aggregates, construction, 
energy, food and beverages and forest and wood products. Our Power Transmission products are either incorporated into products sold 
by OEMs or sold to end users through industrial distributors as aftermarket products. We have a significant installed base of Power 
Transmission products comprised primarily of components that are consumed or worn out in use and that have a predictable 
replacement cycle. Our Water Management products include professional grade specification plumbing, water treatment and waste 
water control products. The demand for our Water Management products is primarily driven by new infrastructure, commercial and 
residential construction. Categories of the infrastructure end market include: municipal water and wastewater, transportation, 
government, health care and education. Categories of the commercial construction end market include: lodging, retail, dining, sports 
arenas, and warehouse/office. We believe we have become a market leader in the industry by meeting the stringent third party 
regulatory, building and plumbing code requirements and subsequently achieving specification of our products into projects and 
applications. The majority of these stringent testing and regulatory approval processes are completed through the University of 
Southern California, the National Sanitation Foundation or the American Water Works Association, prior to the commercialization of 
our products.  

Although our results of operations are dependent on general economic conditions, we believe our significant installed base 
generates aftermarket sales that may partially mitigate the impact of economic downturns on our results of operations. Due to the 
similarity of our products across our portfolio of products, historically we have not experienced significant changes in gross margins 
due to changes in sales product mix or sales channel mix.  

The following information should be read in conjunction with the consolidated financial statements and notes thereto, along 
with Item 7 (“MD&A”), of the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2008.  

The GA Acquisition  
On January 31, 2008, we utilized existing cash balances to purchase GA Industries, Inc. (“GA”) for $73.7 million, net of $3.2 

million of cash acquired. This acquisition expanded our Water Management platform into the water and wastewater markets, 
specifically in municipal, hydropower and industrial environments. GA Industries, Inc. is comprised of GA Industries and Rodney 
Hunt Company, Inc. GA Industries is a manufacturer of automatic control valves, check valves and air valves. Rodney Hunt 
Company, Inc., its wholly owned subsidiary, is a leader in the design and manufacturer of butterfly valves, sluice/slide gates, cone 
valves and actuation systems. The operating results of GA have been included in our reported results of operations since February 1, 
2008.  
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Consolidated Overview  
Net sales for the first quarter of fiscal 2009 increased by $47.9 million, or 10.7%, over the comparable period in the prior year. 

The majority of our net sales growth in the quarter was driven by strength in our Power Transmission platform end markets of mining, 
energy and cement coupled with strong demand for our aerospace products. Our Water Management platform also posted solid year-
over-year net sales growth, primarily due to the January 31, 2008 acquisition of GA. In addition to our net sales growth, orders in the 
first quarter of fiscal 2009 grew by 12.7% over the comparable period in the prior year, resulting in a $41.4 million, or 7.7%, increase 
in our backlog from March 31, 2008. Our backlog as of June 28, 2008 was approximately $582 million.  

Income from operations in the first quarter of fiscal 2009 increased by 7.1% to $63.3 million, or 12.8% of net sales, compared to 
$59.1 million, or 13.2% of sales, in the prior year first quarter which included an $8.1 million gain recorded as a result of the Canal 
Street facility accident. Excluding the impact of the $8.1 million Canal Street gain, income from operations would have increased by 
$12.3 million, or 24.1%, and income from operations as a percent of net sales would have improved by 140 basis points to 12.8%.  
  
First Quarter Ended June 28, 2008 Compared with the First Quarter Ended June 30, 2007:  
Net Sales  
(in Millions)  
  

  

  
Quarter Ended  

  

  
June 28, 2008 June 30, 2007  

  
Change % Change

Power Transmission ............................................................................................ $ 340.6 $ 309.8 $ 30.8  9.9%
Water Management .............................................................................................  155.5  138.4  17.1  12.4%

          

Consolidated .............................................................................................. $ 496.1 $ 448.2 $ 47.9  10.7%
    

Power Transmission  
Power Transmission net sales increased by $30.8 million, or 9.9%, from $309.8 million in the quarter ended June 30, 2007 to 

$340.6 million in the quarter ended June 28, 2008. Foreign currency fluctuations favorably impacted sales by approximately $13.9 
million, or 4.5%, during the quarter as the Euro, and other currencies, strengthened against the U.S. dollar compared to the prior 
period. Excluding foreign currency fluctuations and the impact of our fiscal 2008 divestiture of Rexnord SAS, year-over-year sales 
growth of approximately 7.2% is attributable to a continuation of strong global demand in our Power Transmission end markets of 
mining, energy and cement as well as aerospace.  

Water Management  
Water Management net sales increased by $17.1 million, or 12.4%, from $138.4 million in the quarter ended June 30, 2007 to 

$155.5 million in the quarter ended June 28, 2008 primarily due to the January 31, 2008 acquisition of GA. This sales increase was 
driven by strong institutional and commercial construction end-market demand offset by a decline in sales to the residential 
construction market when compared to the prior year first quarter.  
  
Income from Operations  
(in Millions)  
  

  

  
Quarter Ended  

  

  
June 28, 2008 June 30, 2007  

  
Change % Change

Power Transmission ............................................................................................ $ 46.0 $ 43.1  $ 2.9  6.7%
% of net sales ..............................................................................................  13.5%  13.9%  -0.4%

Water Management .............................................................................................  23.1  20.0   3.1  15.5%
% of net sales ..............................................................................................  14.9%  14.5%  0.4%

Corporate .............................................................................................................  (5.8)  (4.0)  (1.8)  45.0%
          

Consolidated .............................................................................................. $ 63.3 $ 59.1  $ 4.2  7.1%
% of net sales ....................................................................................  12.8%  13.2%  -0.4%
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Power Transmission  
Power Transmission income from operations in the first quarter of fiscal 2009 was $46.0 million, an increase of $2.9 million, or 

6.7%, over the first quarter of fiscal 2008. As a percent of net sales, operating income decreased 40 basis points from 13.9% in the 
quarter ended June 30, 2007 to 13.5% in the quarter ended June 28, 2008. The comparability of our income from operations is affected 
by the $8.1 million gain recorded in the prior period as a direct result of the accident at our Canal Street facility. Excluding this gain, 
income from operations would have increased $11.0 million, or 31.4%, and income from operations as a percent of sales would have 
increased 220 basis points compared to the prior period. Other items contributing to this increase (excluding the Canal Street gain) 
include: the earnings contribution on $30.8 million of higher net sales and on-going operational improvements and cost reductions 
driven by our Rexnord Business System (“RBS”) processes, partially offset by raw material price inflation.  

Water Management  
Water Management income from operations increased by $3.1 million, or 15.5%, from $20.0 million in the quarter ended 

June 30, 2007 to $23.1 million in the quarter ended June 28, 2008. Income from operations as a percent of net sales increased 40 basis 
points from 14.5% in the quarter ended June 30, 2007 to 14.9% in the quarter ended June 28, 2008. The increase in income from 
operations as a percentage of net sales is primarily due to a $1.1 million reduction in the net expense associated with fair value 
inventory adjustments, net of LIFO adjustments, recorded in the first quarter of fiscal 2009 compared to the prior year first quarter and 
on-going operational improvements and cost reductions driven by our RBS processes. This favorability was partially offset by an 
increase in selling, general and administrative expenses tied to infrastructure and commercial construction end-market sales growth as 
well as the inclusion of GA in the first quarter of fiscal 2009 as GA currently has slightly lower margins than our other Water 

anagement businesses.  M
  
Corporate  

Corporate expenses increased by $1.8 million, or 45.0%, from $4.0 million in the quarter ended June 30, 2007 to $5.8 million in 
the quarter ended June 28, 2008. This increase was primarily the result of higher staffing levels as well as incremental professional 
fees in support of strategic growth opportunities.  

Interest Expense, net  
Interest expense, net was $44.5 million in the first quarter of fiscal 2009 compared to $49.0 million in the first quarter of fiscal 

2008. The decrease in interest expense is a result of reduced borrowing costs on our variable rate debt.  

Other Expense, net  
Other expense, net was $2.2 million in the first quarter of fiscal 2009 and includes $1.1 million of foreign currency transaction 

losses, a $0.3 million loss on dispositions of fixed assets, $0.8 million of management fee expenses, $0.2 million of losses related to 
unconsolidated affiliates and $0.2 million of other income. Other expense, net was $2.9 million in the first quarter of fiscal 2008 and 
includes $2.5 million of foreign currency transaction losses, a $0.1 million loss on dispositions of fixed assets, $0.8 million of 
management fee expenses, $0.2 million of equity in earnings of unconsolidated affiliates and $0.3 million of other income.  

Provision for income taxes  
The provision for income taxes was $7.5 million in the first quarter of fiscal 2009 compared to $4.8 million in the first quarter of 

fiscal 2008. Our effective income tax rate for the first quarter of fiscal 2009 was 45.2% versus 66.7% in the first quarter of fiscal 2008. 
The effective tax rate for the first quarter of fiscal 2009 includes an accrual of interest expense (through income tax expense) relating 
to unrecognized tax benefits and an increase to the valuation allowance relating to foreign tax credits generated for which realization 
of such benefits is not deemed more likely than not. Similarly, the high effective tax rate in the first quarter of fiscal 2008 was due to 
the effect of the accrual of interest expense (through income tax expense) relating to unrecognized tax benefits and an increase to the 
valuation allowance for foreign tax credits generated for which the realization of such benefits was not deemed more likely than not. 
However, the higher effective income tax rate for the first quarter of fiscal 2008 compared with the first quarter of fiscal 2009 is a 
result of the relatively lower amount of pre-tax income recognized during such periods of fiscal 2008 as compared with fiscal 2009.  

Net Income  
Our net income for the first quarter of fiscal 2009 was $9.1 million compared to net income of $2.4 million in the first quarter of 

fiscal 2008 due to the factors described above.  
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Liquidity and Capital Resources  
Our primary source of liquidity is available cash, cash flow from operations and borrowing availability under our $150.0 million 

revolving credit facility and our $100.0 million accounts receivable securitization program. As of June 28, 2008, we had $151.0 
million of cash and approximately $220.8 million of additional borrowings available to us (there were no borrowings outstanding 
under the revolving credit facility or the accounts receivable securitization program, however, $29.2 million of the revolving credit 
facility was utilized in connection with outstanding letters of credit). Both the revolving credit facility and accounts receivable 
securitization program are available to fund our working capital requirements, capital expenditures and for other general corporate 
purposes.  

Net cash provided by operating activities in the first quarter of fiscal 2009 was $18.9 million compared to $33.5 million in the 
first quarter of fiscal 2008, which included $10.0 million of insurance proceeds related to the Canal Street facility accident. Excluding 
these insurance proceeds, the remaining change in cash flow from operations was primarily due to a $6.7 million increase in net 
income, offset by a $15.0 million increase in trade working capital (accounts receivable, inventories and accounts payable) in the first 
quarter of fiscal 2009 compared to the prior year. The trade working capital use of cash was primarily driven by an increase in 
accounts receivable due to the timing of shipments in the first quarter of fiscal 2009 compared to the prior year.  

Cash used for investing activities was $10.1 million in the first quarter of fiscal 2009 compared to $8.3 million in the first 
quarter of fiscal 2008. The incremental year-over-year use in investing activities is due to increased capital expenditures primarily 
related to the construction of a new gear service and sales center in New Orleans, Louisiana. During the quarter ending June 28, 2008, 
the Company also received cash surrender proceeds of $0.9 million related to the termination of life insurance policies, which were 
acquired with the acquisition of GA.  
  

Cash used for financing activities was $0.1 million in the first quarter of fiscal 2009 compared to a use of $20.4 million in the 
first quarter of fiscal 2008. Cash used of $0.1 million in 2009 represents payments on borrowings at various foreign subsidiaries. Cash 
used for financing activities in the first quarter of fiscal 2008 consisted of debt repayments of $19.8 million on term loans, other debt 
repayments of $0.3 million and $0.3 million of financing fee payments.  

As of June 28, 2008 we had $2,024.1 million of total indebtedness outstanding as follows (in millions):  
  

  

  

Total Debt at 
June 28, 2008  

Short-term 
Debt and Current 

Maturities 
of Long-Term Debt  

  

Long-term
Portion  

Term loans ................................................................................................................... $ 767.5 $ 2.0 $ 765.5 
9.50% Senior notes due 2014 (1) .................................................................................  803.0  —    803.0 
8.875% Senior notes due 2016 ....................................................................................  150.0  —    150.0 
11.75% Senior subordinated notes due 2016 ...............................................................  300.0  —    300.0 
10.125% Senior subordinated notes due 2012 .............................................................  0.3  —    0.3 
Other ............................................................................................................................  3.3  0.9  2.4 

        

Total Debt .................................................................................................................... $ 2,024.1 $ 2.9 $ 2,021.2 
    

  
(1) Includes an unamortized bond issue premium of $8.0 million at June 28, 2008.  

As of June 28, 2008, the Company’s outstanding borrowings under the term loan credit facility were apportioned between two 
primary tranches: a $570.0 million term loan B1 facility and a $197.5 million term loan B2 facility. Borrowings under the term loan 
B1 facility accrue interest, at the Company’s option, at the following rates per annum: (i) 2.50% plus the LIBOR 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). Borrowings under the B2 
facility accrue interest, at the Company’s option, at the following rates per annum: (i) 2.00% plus the LIBOR Rate or (ii) 1.00% plus 
the Base Rate (which is defined as the higher of the Federal funds rate plus 0.5% or the Prime rate). The weighted average interest rate 
on the outstanding term loans at June 28, 2008 was 5.84%. As of June 28, 2008, the remaining mandatory principal pre-payments on 
both the term loan B1 and B2 facilities are $1.2 million and $10.5 million, respectively. The Company has fulfilled all mandatory 
principal repayments on the B1 facility through March 31, 2013. Principal quarterly pre-payments of $0.5 million on the B2 facility 
are scheduled to be made at the end of each calendar quarter beginning on June 30, 2008 through June 30, 2013.  

In order to hedge the variability in future cash flows associated with a portion of our above variable-rate term loans, the 
Company previously entered into an interest rate collar and an interest rate swap. See further discussion of these interest rate 
derivatives in Item 3, Interest Rate Risk.  

Borrowings under the Company’s $150.0 million revolving credit facility accrue interest, at the Company’s option, at the 
following rates per annum: (i) 2.25% plus the LIBOR Rate, or (ii) 1.25% plus the Base Rate (which is defined as the higher of the 
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Federal funds rate plus 0.5% or the Prime rate). There were no outstanding borrowings on the revolver as of June 28, 2008. However, 
$29.2 million of the revolving credit facility was considered utilized in connection with outstanding letters of credit.  

The senior notes and senior subordinated notes are unsecured obligations of the Company. The senior subordinated notes are 
subordinated in right of payment to all existing and future senior indebtedness. The Company’s senior secured credit facilities limit the 
Company’s maximum senior secured bank leverage ratio to 4.25 to 1.00. As of June 28, 2008, the senior secured bank leverage ratio 
was 1.61 to 1.00. We expect to be in compliance with this financial covenant for the foreseeable future.  

At June 28, 2008 and March 31, 2008, the Company had additional debt of $3.3 million and $3.4 million, respectively, 
comprised primarily of capital lease obligations and borrowings at various foreign subsidiaries.  
  
Account Receivable Securitization Program  

On September 26, 2007, three wholly-owned domestic subsidiaries entered into an accounts receivable securitization program 
(the “AR Securitization Program” or the “Program”) whereby they continuously sell substantially all of their domestic trade accounts 
receivables to a wholly-owned bankruptcy remote special purpose subsidiary (the “SPV”) for cash and subordinated notes. The 
Receivables Sales and Servicing Agreement entered into between Rexnord Industries, LLC and the SPV provides for the purchase and 
servicing of such receivables. The SPV in turn may obtain revolving loans and letters of credit from General Electric Capital 
Corporation (“GECC”) pursuant to a five year revolving loan agreement. The maximum borrowing amount under the Receivables 
Financing and Administration Agreement is $100 million, subject to certain borrowing base limitations related to the amount and type 
of receivables owned by the SPV. All of the receivables purchased by the SPV are pledged as collateral for revolving loans and letters 
of credit obtained from GECC under the Receivables Financing and Administration Agreement.  

The AR Securitization Program does not qualify for sale accounting under SFAS No. 140, Accounting for Transfers and 
Servicing of Financial Assets and Extinguishments of Liabilities, and as such, any borrowings are accounted for as secured borrowings 
on the consolidated balance sheet. Financing costs associated with the Program will be recorded within “Interest expense, net” in the 
consolidated statement of operations if revolving loans or letters of credit are obtained under the Receivables Financing and 
Administration Agreement.  

Borrowings under the Receivables Financing and Administration Agreement bear interest at a rate equal to LIBOR plus an 
applicable margin, which at June 28, 2008 was 1.35%. In addition, a non-use fee of 0.30% is applied to the unutilized portion of the 
$100.0 million commitment. These rates are per annum and the fees are paid to GECC on a daily basis. At June 28, 2008, the 
Company had no outstanding borrowings under the Program. Additionally, the Program requires compliance with certain covenants 
and performance ratios contained in the Receivables Financing and Administration Agreement. As of June 28, 2008, the Company 
was in compliance with all applicable covenants and performance ratios.  

Our ability to make scheduled payments of principal on our indebtedness, or to pay interest on, or to refinance, our 
indebtedness, including our existing notes, or to fund planned capital expenditures, will depend on our ability to generate cash in the 

ture. This is subject to general economic, competitive, legislative, regulatory and other factors that are beyond our control.  fu
  
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK  

We are exposed to market risk during the normal course of business from changes in foreign currency exchange rates and 
interest 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 foreign exchange forward contracts and interest rate collars and swaps to cover known 
foreign exchange transactions and interest rate volatility.  

Foreign Currency Exchange Rate Risk  
Our exposure to foreign currency exchange rates relates primarily to our foreign operations. For our foreign operations, 

exchange rates impact the U.S. Dollar value of our reported earnings, our investments in the subsidiaries and the intercompany 
transactions with the subsidiaries. See “Risk Factors—Our international operations are subject to uncertainties, which could adversely 
affect our operating results.”  

Approximately 25% of our sales originate outside of the United States, with approximately 15% generated from our European 
operations that use the Euro as their functional currency. As a result, fluctuations in the value of foreign currencies against the 
U.S. Dollar, particularly the Euro, may have a material impact on our reported results. Revenues and expenses denominated in foreign 
currencies are translated into U.S. Dollars at the end of the fiscal period using the average exchange rates in effect during the period. 
Consequently, as the value of the U.S. Dollar changes relative to the currencies of our major markets, our reported results vary.  

Fluctuations in currency exchange rates also impact the U.S. Dollar amount of our stockholders’ equity. The assets and 
liabilities of our non-U.S. subsidiaries are translated into U.S. Dollars at the exchange rates in effect at the end of the fiscal period. The 
U.S. Dollar continued to weaken during fiscal 2009 relative to many foreign currencies. As of June 28, 2008, stockholders’ equity 
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increased by $1.4 million as a result of foreign currency translation adjustments. If the U.S. Dollar had strengthened by 10% as of 
June 28, 2008, the result would have decreased stockholders’ equity by approximately $11.2 million.  

As we continue to expand our business globally, our success will depend, in large part, on our ability to anticipate and 
effectively manage these and other risks associated with our international operations. However, any of these factors could adversely 
affect our international operations and, consequently, our operating results.  

At June 28, 2008, we had outstanding foreign exchange forward contracts for Canadian Dollars with a notional amount of 
25.4 million Canadian Dollars entered into to hedge firm and anticipated monthly cash flows through fiscal 2009. These contracts are 
not designated as hedges for SFAS133 accounting purpose and as such, the outstanding contracts are adjusted to mark-to-market 
through earnings. The Company believes that a hypothetical 10% adverse change in the foreign currency exchange rates would have 
resulted in a $2.7 million loss due to a write down in the fair value of the outstanding forward contracts as of June 28, 2008.  

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.  

As of June 28, 2008, the Company’s outstanding borrowings under the term loan credit facility were apportioned between two 
primary tranches: a $570.0 million term loan B1 facility and a $197.5 million term loan B2 facility. Borrowings under the term loan 
B1 facility accrue interest, at the Company’s option, at the following rates per annum: (i) 2.50% plus the LIBOR 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). Borrowings under the B2 
facility accrue interest, at the Company’s option, at the following rates: (i) 2.00% plus the LIBOR Rate per annum or (ii) 1.00% plus 
the Base Rate (which is defined as the higher of the Federal funds rate plus 0.5% or the Prime rate). The weighted average interest rate 
on the outstanding term loans at June 28, 2008 was 5.84%. In order to hedge the variability in future cash flows associated with a 
portion of our above variable-rate term loans, the Company previously entered into an interest rate collar and an interest rate swap. 
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. Our results of operations would likely 
be affected by changes in market interest rates on the un-hedged portion of these variable-rate obligations. An increase in the interest 

te of 1.00% on our variable rate debt would increase our interest cost by approximately $7.0 million on an annual basis.  ra
  
ITEM 4. CONTROLS AND PROCEDURES.  

We maintain a set of 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 SEC’s rules and 
forms. In 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 
pursuant to Rule 15d-15 of the Exchange Act. 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 period covered by this report.  

There have been no changes in our internal control over financial reporting identified in connection with the evaluation 
discussed above that occurred during our first fiscal quarter that have materially affected, or are reasonably likely to materially affect, 
our internal control over financial reporting.  
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PART II – OTHER INFORMATION  

ITEM 1. LEGAL PROCEEDINGS.  

Information with respect to our legal proceedings is contained in Item 3, Legal Proceedings of our Annual Report on Form 10-K 
for the fiscal year ended March 31, 2008. Management believes that for the period from April 1, 2008 through June 28, 2008, there 
have been no material changes to this information. However, certain updates have been made to this information which can be found 
under the heading “Commitments and Contingencies” in Note 11 to the Consolidated Condensed Financial Statements contained in 
Part I, Item 1 of this report.  

ITEM 1A. RISK FACTORS.  
We have identified the following material risks to our business. The risks described below are not the only risks facing us. 

Additional risks and uncertainties not currently known to us or those we currently view to be immaterial may also materially and 
adversely affect our business, financial condition or results of operations. If any of the following risks materialize, our business, 
financial condition or results of operations could be materially and adversely affected.  

Our substantial leverage exposes us to interest rate risk and could adversely affect our ability to raise additional capital to fund our 
operations, limit our ability to react to changes in the economy or our industry and prevent us from meeting our obligations under 
our indebtedness.  

We are a highly leveraged company. Our ability to generate sufficient cash flow from operations to make scheduled payments 
on our debt will depend on a range of economic, competitive and business factors, many of which are outside our control. Our 
business may not generate sufficient cash flow from operations to meet our debt service and other obligations, and currently 
anticipated cost savings and operating improvements may not be realized on schedule, or at all. If we are unable to meet our expenses 
and debt service and other obligations, we may need to refinance all or a portion of our indebtedness on or before maturity, sell assets 
or raise equity. Furthermore, Apollo has no obligation to provide us with debt or equity financing and we therefore may be unable to 
generate sufficient cash to service all of our indebtedness. We may not be able to refinance any of our indebtedness, sell assets or raise 
equity on commercially reasonable terms or at all, which could cause us to default on our obligations and impair our liquidity. Our 
inability to generate sufficient cash flow to satisfy our debt obligations, or to refinance our obligations on commercially reasonable 
terms would have a material adverse effect on our business, financial condition, results of operations or cash flows.  

Our substantial indebtedness could also have other important consequences with respect to our ability to manage our business 
successfully, including the following:  

• it may limit our ability to borrow money for our working capital, capital expenditures, debt service requirements, strategic 
initiatives or other purposes;  

• it may make it more difficult for us to satisfy our obligations with respect to our indebtedness, and any failure to comply 
with the obligations of any of our debt instruments, including restrictive covenants and borrowing conditions, could result 
in an event of default under our senior secured credit facilities, the indentures governing our senior notes, senior 
subordinated notes and our other indebtedness;  

• a substantial portion of our cash flow from operations will be dedicated to the repayment of our indebtedness and so will 
not be available for other purposes;  

• it may limit our flexibility in planning for, or reacting to, changes in our operations or business;  
• we will be more highly leveraged than some of our competitors which may place us at a competitive disadvantage;  
• it may make us more vulnerable to downturns in our business or the economy;  
• it may restrict us from making strategic acquisitions, introducing new technologies or exploiting business opportunities; 

and  
• it may limit, along with the financial and other restrictive covenants in our indebtedness, among other things, our ability to 

borrow additional funds or dispose of assets.  
  

Furthermore, our interest expense could increase if interest rates increase because a portion of the debt under our senior secured 
credit facilities is unhedged variable-rate debt. Also, we may still incur significantly more debt, which could intensify the risks 
described above.  
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The markets in which we sell our products are highly competitive.  
We operate in highly fragmented markets within the Power Transmission industry. As a result, we compete against numerous 

companies. Some of our competitors have achieved substantially more market penetration in certain of the markets in which we 
operate, and some of our competitors have greater financial and other resources than we do. Competition in our business lines is based 
on a number of considerations including product performance, cost of transportation in the distribution of our Power Transmission 
products, brand reputation, quality of client service and support, product availability and price. Additionally, some of our larger, more 
sophisticated customers are attempting to reduce the number of vendors from which they purchase in order to increase their efficiency. 
If we are not selected to become one of these preferred providers, we may lose access to certain sections of the markets in which we 
compete. Our customers increasingly demand a broad product range and we must continue to develop our expertise in order to 
manufacture and market these products successfully. To remain competitive, we will need to invest continuously in manufacturing, 
customer service and support, marketing and our distribution networks. We may also have to adjust the prices of some of our Power 
Transmission products to stay competitive. We cannot assure you that we will have sufficient resources to continue to make these 
investments or that we will maintain our competitive position within each of the markets we serve.  

Within the Water Management platform, we compete against both large international and national rivals, as well as many 
regional competitors. Some of our competitors have greater resources than we do. Significant competition in any of the markets in 
which the Water Management platform operates can result in substantial downward pressure on product pricing and our profit 
margins, thereby adversely affecting the Water Management financial results. Furthermore, we cannot provide assurance that we will 
be able to maintain or increase the current market share of our products successfully in the future.  

Our business depends upon general economic conditions and other market factors beyond our control, and we serve customers in 
cyclical industries. As a result, our operating results could be negatively affected during economic downturns.  

Our financial performance depends, in large part, on conditions in the markets that we serve in the U.S. and the global economy 
generally. Some of the industries we serve are highly cyclical, such as the aerospace, energy and industrial equipment industries. We 
have undertaken cost reduction programs as well as diversified our markets to mitigate the effect of downturns in economic 
conditions; however, such programs may be unsuccessful in the event such a downturn occurs. Any sustained weakness in demand or 
downturn or uncertainty in the economy generally would materially reduce our net sales and profitability.  

The demand in the water management industry is influenced by new construction activity, both residential and non-residential, 
and the level of repair and remodeling activity. The level of new construction and repair and remodeling activity is affected by a 
number of factors beyond our control, including the overall strength of the U.S. economy (including confidence in the U.S. economy 
by our customers), the strength of the residential and commercial real estate markets, institutional building activity, the age of existing 
housing stock, unemployment rates and interest rates. Any declines in commercial, institutional or residential construction starts or 
demand for replacement building and home improvement products may impact us in a material adverse manner and there can be no 
assurance that any such adverse effects would not continue for a prolonged period of time.  

Demand for our Water Management products may depend on availability of financing.  
Many customers who purchase our Water Management products depend on third-party financing. In recent months there have 

been significant disruptions in the availability of financing at reasonable terms. Fluctuations in prevailing interest rates affect the 
availability and cost of financing to our customers. The lack of availability or increased cost of credit could lead to decreased 
construction which would result in a reduction in demand for our products and have a material adverse effect on our Water 
Management business, financial condition, results of operations or cash flows.  

The loss of any significant customer could adversely affect our business.  
We have certain customers that are significant to our business. During fiscal 2008, our top 20 customers accounted for 

approximately 35% of our consolidated net sales, and our top customer, Motion Industries, Inc., accounted for 8.1% of our 
consolidated net sales. Our competitors may adopt more aggressive sales policies and devote greater resources to  
  
the development, promotion and sale of their products than we do, which could result in a loss of customers. The loss of one or more 
of our major customers or deterioration in our relationship with any of them could have a material adverse effect on our business, 
financial condition, results of operations or cash flows.  
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Increases in the cost of our raw materials, in particular bar steel, brass, castings, copper, forgings, high-performance engineered 
plastic, plate steel, resin, sheet steel and zinc, or the loss of a substantial number of our suppliers could adversely affect our 
financial health.  

We depend on third parties for the raw materials used in our manufacturing processes. We generally purchase our raw materials 
on the open market on a purchase order basis. In the past, these contracts generally have had one-to-five year terms and have 
contained competitive and benchmarking clauses intended to ensure competitive pricing. While we currently maintain alternative 
sources for raw materials, our business is subject to the risk of price fluctuations and delays in the delivery of our raw materials. Any 
such price fluctuations or delays, if material, could harm our profitability or operations. In addition, the loss of a substantial number of 
suppliers could result in material cost increases or reduce our production capacity. We are also significantly affected by the cost of 
natural gas used for fuel and the cost of electricity. Natural gas and electricity prices have historically been volatile, particularly in 
California where we have a significant manufacturing presence.  

We do not typically enter into hedge transactions to reduce our exposure to price risks and cannot assure you that we would be 
successful in passing on any attendant costs if these risks were to materialize. In addition, if we are unable to continue to purchase our 
required quantities of raw materials on commercially reasonable terms, or at all, or if we are unable to maintain or enter into our 
purchasing contracts for our larger commodities, our business operations could be disrupted and our profitability could be impacted in 
a material adverse manner.  

We rely on independent distributors. Termination of one or more of our relationships with any of those independent distributors or 
an increase in the distributors’ sales of our competitors’ products could have a material adverse effect on our business, financial 
condition, results of operations or cash flows.  

In addition to our own direct sales force, we depend on the services of independent distributors to sell our Power Transmission 
products and provide service and aftermarket support to our customers. For fiscal 2008, approximately 20% of our Power 
Transmission net sales were generated through sales to three of our key independent distributors, the largest of which accounted for 
11.1% of Power Transmission net sales. We rely on an extensive distribution network, with over 2,200 distributor locations 
nationwide. Rather than serving as passive conduits for delivery of product, our industrial distributors are active participants in the 
overall competitive dynamic in the Power Transmission industry. Industrial distributors play a significant role in determining which of 
our Power Transmission products are stocked at the branch locations, and hence are most readily accessible to aftermarket buyers, and 
the price at which these products are sold. Almost all of the distributors with whom we transact business, offer competitors’ products 
and services to our customers. In addition, the distribution agreements we have are typically cancelable by the distributor after a short 
notice period. The loss of one of our key distributors or of a substantial number of our other distributors or an increase in the 
distributors’ sales of our competitors’ products to our customers could have a material adverse effect on our business, financial 
condition, results of operations or cash flows. Within Water Management, we depend on a network of several hundred independent 
sales representatives and approximately 70 third-party warehouses to distribute our products, subjecting us to similar risks. For fiscal 
year 2008, approximately 31% of our Water Management net sales were generated through sales to three of our key independent 
distributors, the largest of which accounted for 22% of Water Management net sales.  

We could be adversely affected if any of our significant customers default in their obligations to us.  
Our contracted backlog is comprised of future orders for our products from a broad number of customers. Defaults by any of the 

customers that have placed significant orders with us could have a significant adverse effect on our net sales, profitability and cash 
flow. Our customers may in the future default on their obligations to us due to bankruptcy, lack of liquidity, operational failure or 
other reasons deriving from the current general economic environment. If a customer defaults on its obligations to us, it could have a 
material adverse effect on our financial condition, results of operations or cash flows.  

We are subject to risks associated with changing technology and manufacturing techniques, which could place us at a competitive 
disadvantage.  

The successful implementation of our business strategy requires us to continuously evolve our existing products and introduce 
new products to meet customers’ needs in the industries we serve. Our products are characterized by stringent performance and 
specification requirements that mandate a high degree of manufacturing and engineering expertise. If  
  
we fail to meet these requirements, our business could be at risk. We believe that our customers rigorously evaluate their suppliers on 
the basis of a number of factors, including product quality, price competitiveness, technical and manufacturing expertise, development 
and product design capability, new product innovation, reliability and timeliness of delivery, operational flexibility, customer service 
and overall management. Our success will depend on our ability to continue to meet our customers’ changing specifications with 
respect to these criteria. We cannot assure you that we will be able to address technological advances or introduce new products that 
may be necessary to remain competitive within our businesses. Furthermore, we cannot assure you that we can adequately protect any 
of our own technological developments to produce a sustainable competitive advantage.  
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If we lose certain of our key sales, marketing or engineering personnel, our business may be adversely affected.  
Our success depends on our ability to recruit, retain and motivate highly-skilled sales, marketing and engineering personnel. 

Competition for these persons in our industry is intense and we may not be able to successfully recruit, train or retain qualified 
personnel. If we fail to retain and recruit the necessary personnel, our business and our ability to obtain new customers, develop new 
products and provide acceptable levels of customer service could materially suffer. In addition, we cannot assure you that these 
individuals will continue their employment with us. If any of these key personnel were to leave our company, it could be difficult to 
replace them, and our business could be materially harmed.  

We may incur significant costs for environmental compliance and/or to address liabilities under environmental laws and 
regulations.  

Our operations and facilities are subject to extensive laws and regulations related to pollution and the protection of the 
environment, health and safety, including those governing, among other things, emissions to air, discharges to water, the generation, 
handling, storage, treatment and disposal of hazardous wastes and other materials, and the remediation of contaminated sites. A failure 
by us to comply with applicable requirements or the permits required for our operations could result in civil or criminal fines, 
penalties, enforcement actions, third party claims for property damage and personal injury, requirements to clean up property or to pay 
for the costs of cleanup or regulatory or judicial orders enjoining or curtailing operations or requiring corrective measures, including 
the installation of pollution control equipment or remedial actions. Moreover, if applicable environmental, health and safety laws and 
regulations, or the interpretation or enforcement thereof become more stringent in the future, we could incur capital or operating costs 
beyond those currently anticipated.  

Some environmental laws and regulations, including the federal Superfund law, impose requirements to investigate and 
remediate contamination on present and former owners and operators of facilities and sites, and on potentially responsible parties, or 
PRPs, for sites to which such parties may have sent waste for disposal. Such liability can be imposed without regard to fault and, 
under certain circumstances, may be joint and several, resulting in one PRP being held responsible for the entire obligation. Liability 
may also include damages to natural resources. We are currently conducting investigations and/or cleanup of known or potential 
contamination at several of our current and former facilities and have been named as a PRP at several third party Superfund sites. The 
discovery of additional contamination, the imposition of more stringent cleanup requirements, disputes with our insurers or the 
insolvency of other responsible parties could require significant expenditures by us in excess of our current reserves. In addition, we 
occasionally evaluate various alternatives with respect to our facilities, including possible dispositions or closures. Investigations 
undertaken in connection with these activities may lead to discoveries of contamination that must be remediated, and closures of 
facilities may trigger remediation requirements that are not currently applicable to our operating facilities. We may also face liability 
for alleged personal injury or property damage due to exposure to hazardous substances used or disposed of by us, that may be 
contained within our current or former products, or that are present in the soil or groundwater at our current or former facilities. 
Significant costs could be incurred in connection with such liabilities.  

We believe that, subject to various terms and conditions, we have certain indemnification protection from Invensys plc 
(“Invensys”) with respect to certain environmental liabilities that may have occurred prior to the acquisition by Carlyle (the “Carlyle 
acquisition”) of the capital stock of 16 entities comprising the Rexnord group of Ivensys, including certain liabilities associated with 
our Downers Grove, Illinois facility and with personal injury claims for alleged exposure to hazardous materials. We also believe that, 
subject to various terms and conditions, we have certain indemnification protection from Hamilton Sundstrand Corporation, or 
Hamilton Sundstrand, with respect to certain environmental liabilities that may have arisen from events occurring at Falk facilities 
prior to the Falk acquisition, including certain liabilities associated with personal injury claims for alleged exposure to hazardous 
materials. If Invensys or Hamilton Sundstrand becomes unable to, or otherwise does not, comply with its indemnity obligations, or if 
certain contamination or other liability for which we are obligated is not subject to such indemnities or historic insurance coverage, we 
could incur significant unanticipated costs. As a result, it is possible that we will not be able to recover pursuant to these indemnities a 
substantial portion, if any, of the costs that we may incur.  
  
Certain subsidiaries are subject to numerous asbestos claims.  

Certain subsidiaries are co-defendants in various lawsuits filed in a number of jurisdictions throughout the United States 
alleging personal injury as a result of exposure to asbestos that was used in certain components of our products. The uncertainties of 
litigation and the uncertainties related to the collection of insurance and indemnification coverage make it difficult to accurately 
predict the ultimate financial effect of these claims. In the event our insurance or indemnification coverage becomes insufficient to 
cover our potential financial exposure, or the actual number or value of asbestos-related claims differs materially from our existing 
estimates, we could incur material costs that could have a material adverse effect on our business, financial condition, results of 
operations or cash flows. See “Part II, Item 1 – Legal Proceedings” of this report.  
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Certain Water Management subsidiaries are subject to a number of class action claims.  
Certain Water Management subsidiaries are defendants in a number of putative class action lawsuits pending in various U.S. 

federal courts. The plaintiffs in these suits seek to represent a class of plaintiffs alleging damages due to the alleged failure or 
anticipated failure of the Zurn brass crimp fittings on the PEX plumbing systems in homes and other structures. The complaints assert 
various causes of action, including but not limited to negligence, breach of warranty, fraud, and violations of the Magnuson Moss Act 
and certain state consumer protection laws, and seek declaratory and injunctive relief, and damages (including punitive damages) in 
unspecified amounts. We believe we have insurance coverage in excess of $100.0 million dollars, subject, however, to policy terms 
and conditions, and deductibles. While we intend to vigorously defend ourselves in these actions, the uncertainties of litigation and the 
uncertainties related to insurance coverage and collection as well as the actual number or value of claims make it difficult to 
accurately predict the financial effect these claims may ultimately have on us. We may not be successful in defending such claims, and 
the resulting liability could be substantial and may not be fully covered by insurance. As a result of the preceding, there can be no 
assurance as to the long term effect this litigation will have on our business, financial condition, results of operations or cash flows. 
See “Part II, Item 1 – Legal Proceedings” of this report.  

Weather could adversely affect the demand for products in our Water Management platform and decrease its net sales.  
Demand for our Water Management products is primarily driven by commercial, institutional and residential construction 

activity. Weather is an important variable affecting financial performance as it significantly impacts construction activity. Spring and 
summer months in the United States and Europe represent the main construction seasons. Adverse weather conditions, such as 
prolonged periods of cold or rain, blizzards, hurricanes and other severe weather patterns, could delay or halt construction and 
remodeling activity. For example, an unusually severe winter can lead to reduced construction activity and magnify the seasonal 
decline in our Water Management net sales and earnings during the winter months. In addition, a prolonged winter season can delay 
construction and remodeling plans and hamper the typical seasonal increase in net sales and earnings during the spring months.  

Our international operations are subject to uncertainties, which could adversely affect our operating results.  
Our business is subject to certain risks associated with doing business internationally. For fiscal 2008, our net sales outside the 

United States represented approximately 30.0% of our total net sales. Accordingly, our future results could be harmed by a variety of 
factors, including:  

• fluctuations in currency exchange rates, particularly fluctuations in the Euro against the U.S. dollar;  
• exchange controls;  
• compliance with export controls;  
• tariffs or other trade protection measures and import or export licensing requirements;  
• changes in tax laws;  
• interest rates;  
• changes in regulatory requirements;  
• differing labor regulations;  
• requirements relating to withholding taxes on remittances and other payments by subsidiaries;  

  
• restrictions on our ability to own or operate subsidiaries, make investments or acquire new businesses in these 

jurisdictions;  
• restrictions on our ability to repatriate dividends from our subsidiaries; and  
• exposure to liabilities under the Foreign Corrupt Practices Act.  

As we continue to expand our business globally, our success will depend, in large part, on our ability to anticipate and 
effectively manage these and other risks associated with our international operations. However, any of these factors could have a 
material adverse effect on our international operations and, consequently, our business, financial condition, results of operations or 
cash flows.  
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We may be unable to make necessary capital expenditures.  
We periodically make capital investments to, among other things, maintain and upgrade our facilities and enhance our products’ 

processes. As we grow our businesses, we may have to incur significant capital expenditures. We believe that we will be able to fund 
these expenditures through cash flow from operations and borrowings under our senior secured credit facilities. However, our senior 
secured credit facilities, the indentures governing our senior notes and the indenture governing our senior subordinated notes contain 
limitations that could affect our ability to fund our future capital expenditures and other capital requirements. We cannot assure you 
that we will have, or be able to obtain, adequate funds to make all necessary capital expenditures when required, or that the amount of 
future capital expenditures will not be materially in excess of our anticipated or current expenditures. If we are unable to make 
necessary capital expenditures, our product line may become dated, our productivity may be decreased and the quality of our products 
may be adversely affected which, in turn, could materially reduce our net sales and profitability.  

Our debt agreements impose significant operating and financial restrictions, which could have a material adverse effect on our 
business, financial condition, results of operations or cash flows.  

Our senior secured credit facilities and the indentures governing our senior notes and senior subordinated notes contain various 
covenants that limit or prohibit our ability, among other things, to:  

• incur or guarantee additional indebtedness or issue certain preferred shares;  
• pay dividends on our capital stock or redeem, repurchase, retire or make distributions in respect of our capital stock or 

subordinated indebtedness or make other restricted payments;  
• make certain loans, acquisitions, capital expenditures or investments;  
• sell certain assets, including stock of our subsidiaries;  
• enter into sale and leaseback transactions;  
• create or incur liens;  
• consolidate, merge, sell, transfer or otherwise dispose of all or substantially all of our assets; and  
• enter into certain transactions with our affiliates.  

The indentures governing our senior notes and senior subordinated notes contain covenants that restrict our ability to take 
certain actions, such as incurring additional debt, if we are unable to meet defined specified financial ratios. As of June 28, 2008, our 
senior secured bank leverage ratio was 1.61x. As of June 28, 2008, we had $120.8 million of additional borrowing capacity under the 
senior secured credit facilities. Failure to comply with the leverage covenant of the senior secured credit facilities can result in limiting 
our long-term growth prospects by hindering our ability to incur future indebtedness or grow through acquisitions. The interest rate in 
respect of borrowings under the senior secured credit facilities is determined in reference to the senior secured bank leverage ratio. A 
breach of any of these covenants could result in a default under our debt agreements.  

The restrictions contained in the agreements that govern the terms of our debt could:  
• limit our ability to plan for or react to market conditions or meet capital needs or otherwise restrict our activities or 

business plans;  
• adversely affect our ability to finance our operations, to enter into strategic acquisitions, to fund investments or other 

capital needs or to engage in other business activities that would be in our interest; and  
  

• limit our access to the cash generated by our subsidiaries.  

Upon the occurrence of an event of default under the senior secured credit facilities, the lenders could elect to declare all 
amounts outstanding under the senior secured credit facilities to be immediately due and payable and terminate all commitments to 
extend further credit. If we were unable to repay those amounts, the lenders under the senior secured credit facilities could proceed 
against the collateral granted to them to secure the senior secured credit facilities on a first-priority lien basis. If the lenders under the 
senior secured credit facilities accelerate the repayment of borrowings, such acceleration could have a material adverse effect on our 
business, financial condition, results of operations or cash flows. In addition, we may not have sufficient assets to repay our senior 
notes and senior subordinated notes upon acceleration.  
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Despite our substantial indebtedness, we may still be able to incur significantly more indebtedness which could have a material 
adverse effect on our business, financial condition, results of operations or cash flows.  

The terms of the indentures governing our senior notes and senior subordinated notes and the senior secured credit facilities 
contain restrictions on our ability to incur additional indebtedness. These restrictions are subject to a number of important 
qualifications and exceptions, and the indebtedness incurred in compliance with these restrictions could be substantial. Accordingly, 
we or our subsidiaries could incur significant additional indebtedness in the future. As of June 28, 2008, we had approximately $120.8 
million available for additional borrowing under the senior secured credit facilities, including a subfacility for letters of credit, and the 
covenants under our debt agreements would allow us to borrow a significant amount of additional indebtedness. Additional leverage 
could have a material adverse effect on our business, financial condition, results of operations or cash flows and could increase the 
risks described in “—Our substantial leverage exposes us to interest rate risk and could adversely affect our ability to raise additional 
capital to fund our operations, limit our ability to react to changes in the economy or our industry and prevent us from meeting our 
obligations under our indebtedness,” “—Our debt agreements impose significant operating and financial restrictions, which could 
have a material adverse effect on our business, financial condition, results of operations or cash flows” and “—Because a substantial 
portion of our indebtedness bears interest at rates that fluctuate with changes in certain prevailing short-term interest rates, we are 
vulnerable to interest rate increases.”  

Because a substantial portion of our indebtedness bears interest at rates that fluctuate with changes in certain prevailing short-
term interest rates, we are vulnerable to interest rate increases.  

A substantial portion of our indebtedness, including the senior secured credit facilities, bears interest at rates that fluctuate with 
changes in certain short-term prevailing interest rates. As of June 28, 2008, we had $767.5 million of floating rate debt under the 
senior secured credit facilities. Of the $767.5 million of floating rate debt, $262.0 million of our term loans are subject to an interest 
rate collar and $68.0 million of our term loans are subject to an interest rate swap, in each case maturing in October 2009. An increase 
in the interest rate of 100 basis points on our variable rate debt would increase our interest cost by approximately $7.0 million on an 
annual basis. If interest rates increase dramatically, we could be unable to service our debt which could have a material adverse effect 
on our business, financial condition, results of operations or cash flows.  

We rely on intellectual property that may be misappropriated or otherwise successfully challenged.  
We attempt to protect our intellectual property through a combination of patent, trademark, copyright and trade secret 

protection, as well as third-party nondisclosure and assignment agreements. We cannot assure you that any of our applications for 
protection of our intellectual property rights will be approved and maintained or that our competitors will not infringe or successfully 
challenge our intellectual property rights. We also rely on unpatented proprietary technology. It is possible that others will 
independently develop the same or similar technology or otherwise obtain access to our unpatented technology. To protect our trade 
secrets and other proprietary information, we require employees, consultants and advisors to enter into confidentiality agreements. We 
cannot assure you that these agreements will provide meaningful protection for our trade secrets, know-how or other proprietary 
information in the event of any unauthorized use, misappropriation or disclosure. If we are unable to maintain the proprietary nature of 
our technologies, our ability to sustain margins on some or all of our products may be affected which could have a material adverse 
effect on our business, financial condition, results of operations or cash flows. In addition, in the ordinary course of our operations, 
from time to time we pursue and are pursued in potential litigation relating to the protection of certain intellectual property rights, 
including some of our more profitable products, such as flattop chain. An adverse ruling in any such litigation could have a material 
adverse effect on our business, financial condition, results of operations or cash flows.  
  
We could face potential product liability claims relating to products we manufacture or distribute.  

We may be subject to additional product liability claims in the event that the use of our products, or the exposure to our products 
or their raw materials is alleged to have resulted in injury or other adverse effects. We currently maintain product liability insurance 
coverage but we cannot assure you that we will be able to obtain such insurance on commercially reasonable terms in the future, if at 
all, or that any such insurance will provide adequate coverage against potential claims. Product liability claims can be expensive to 
defend and can divert the attention of management and other personnel for long periods of time, regardless of the ultimate outcome. 
An unsuccessful product liability defense could have a material adverse effect on our business, financial condition, results of 
operations or cash flows. In addition, our business depends on the strong brand reputation we have developed. In the event that this 
reputation is damaged as a result of a product liability claim, we may face difficulty in maintaining our pricing positions and market 
share with respect to some of our products which could have a material adverse effect on our business, financial condition, results of 
operations or cash flows. See “Part II, Item 1 – Legal Proceedings” of this report.  
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We, our customers and our shippers have unionized employees that may stage work stoppages which could seriously impact the 
profitability of our business.  

As of June 28, 2008, we had approximately 7,400 employees, of whom approximately 5,300 were employed in the United 
States. Approximately 700 of our U.S. employees are represented by labor unions. The seven U.S. collective bargaining agreements to 
which we are a party will expire in August 2008 (two bargaining agreements expire in August 2008), February 2009, August 
2010, September 2010, October 2010 and April 2012, respectively. Additionally, approximately 1,200 of our employees reside in 
Europe, where trade union membership is common. Although we believe that our relations with our employees are currently 
satisfactory, if our unionized workers were to engage in a strike, work stoppage or other slowdown in the future we could experience a 
significant disruption of our operations which could interfere with our ability to deliver products on a timely basis and could have 
other negative effects, such as decreased productivity and increased labor costs. Such negative effects could have a material adverse 
effect on our business, financial condition, results of operations or cash flows. In addition, if a greater percentage of our workforce 
becomes unionized, our business, financial condition, results of operations or cash flows could be affected in a material adverse 
manner. Many of our direct and indirect customers have unionized workforces. Strikes, work stoppages or slowdowns experienced by 
these customers or their suppliers could result in slowdowns or closures of assembly plants where our products are used. In addition, 
organizations responsible for shipping our products may be impacted by occasional strikes staged by the International Brotherhood of 
Teamsters or Teamsters Union. Any interruption in the delivery of our products could reduce demand for our products and could have 
a material adverse effect on our business, financial condition, results of operations or cash flows.  

We could incur substantial business interruptions as the result of an expansion of our People Soft platform.  
We expect to continue an expansion of our People Soft platform during fiscal 2009 and 2010, utilizing a phased approach. This 

system expansion will affect certain domestic Power Transmission business units, replacing existing order entry, shipping and billing 
systems. If this expansion is unsuccessful, we could incur substantial business interruptions, including the inability to perform routine 
business transactions which could have a material adverse effect on our financial performance.  

We may be unable to successfully realize all of the intended benefits from our past acquisitions, and we may be unable to identify 
or realize the intended benefits of other potential acquisition candidates.  

We may be unable to realize all of the intended benefits of our recent acquisitions. As part of our business strategy, we will also 
evaluate other potential acquisitions, some of which could be material, and engage in discussions with acquisition candidates. We 
cannot assure you that suitable acquisition candidates will be identified and acquired in the future, that the financing of any such 
acquisition will be available on satisfactory terms, that we will be able to complete any such acquisition or that we will be able to 
accomplish our strategic objectives as a result of any such acquisition. Nor can we assure you that our acquisition strategies will be 
successfully received by customers or achieve their intended benefits. Often acquisitions are undertaken to improve the operating 
results of either or both of the acquirer and the acquired company and we cannot assure you that we will be successful in this regard. 
We will encounter various risks in acquiring other companies, including the possible inability to integrate an acquired business into 
our operations, diversion of management’s attention and unanticipated problems or liabilities, some or all of which could have a 
material adverse effect on our business, financial condition, results of operations or cash flows.  

Our future required cash contributions to our pension plans may increase.  
Recent legislative changes have reformed funding requirements for underfunded pension plans. The revised statutes, among 

other things, increase the percentage funding target from 90% to 100% and require the use of a more current  
  
mortality table in the calculation of minimum yearly funding requirements. Our future required cash contributions to our U.S. defined 
benefit pension plans may increase based on the funding reform provisions that were enacted into law. In addition, if the returns on the 
assets of any of our pension plans were to decline in future periods, if the Pension Benefit Guaranty Corporation, or PBGC, requires 
additional contributions to any such plans as a result of our recent acquisitions or if other actuarial assumptions are modified, our 
future required cash contributions could increase. Any such increases could have a material and adverse effect on our business, 
financial condition, results of operations or cash flows.  

The need to make these cash contributions may reduce the cash available to meet our other obligations, including our debt 
obligations with respect to our senior secured credit facilities, our senior notes and our senior subordinated notes, or to meet the needs 
of our business. In addition, the PBGC may terminate our defined benefit pension plans under limited circumstances, including in the 
event the PBGC concludes that its risk may increase unreasonably if such plans continue. In the event a plan is terminated for any 
reason while it is underfunded, we could be required to make an immediate payment to the PBGC of all or a substantial portion of 
such plan’s underfunding, as calculated by the PBGC based on its own assumptions (which might result in a larger pension obligation 
than that based on the assumptions we have used to fund such plan), and the PBGC could place a lien on material amounts of our 
assets.  
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Our historical financial information is not comparable to our current financial condition and results of operations because of our 
use of purchase accounting in connection with the Merger and the GA, Zurn and Falk acquisitions and due to the different basis 
of accounting used by the Company prior to the Merger.  

It may be difficult for you to compare both our historical and future results. These acquisitions were accounted for utilizing the 
purchase method of accounting, which resulted in a new valuation for the assets and liabilities to their fair values. This new basis of 
accounting began on the date of the consummation of each transaction. Also, until our purchase price allocations are finalized for an 
acquisition (generally less than one year after the acquisition date), our allocation of the excess purchase price over the book value of 

e net assets acquired is considered preliminary and subject to future adjustment.  th
  
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS  

None  
  
ITEM 6. EXHIBITS  
  
 

Exhibit No.  

  
Description 

  

10.19  Rexnord LLC Fiscal Year 2009 Consolidated Management Incentive Plan*
  

10.20  Rexnord LLC Fiscal Year 2009 Water Management Incentive Compensation Plan* 
  

10.21  Rexnord Supplemental Retirement Plan adopted May 1, 2008*
  

 31.1  Certification of Chief Executive Officer
  

 31.2  Certification of Chief Financial Officer
  
* Denotes management plan or compensatory plan or arrangement.  
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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.  
  
   

RBS GLOBAL, INC. and REXNORD LLC
   
Date: August 8, 2008 By: /s/ TODD A. ADAMS 

    

Name:Todd A. Adams
  

Title: Senior Vice President and Chief Financial Officer
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Exhibit 10.19  
FY 2009 Management Incentive Compensation Plan (MICP)  

Consolidated Plan  

Issued: April 2008  
Plan Name:  
Rexnord LLC Management Incentive Compensation Plan (MICP)  

Plan Objectives:  
Establish a meaningful variable compensation component of an attractive pay-for-performance total cash compensation program 
designed to support the achievement of Outstanding Strategic, Financial and Operational Performance  

Plan Term:  
The plan commences on the first day of the fiscal year and ends on the last day of the fiscal year  

Plan Eligibility:  
As approved by the Rexnord Management Compensation Committee  

Target Bonus Levels:  
Determined based on a mix of level-of-impact toward the achievement of Company objectives, and sound pay-for-performance total 
cash compensation guidelines  

Performance Measures:  
• Budgeted EBITDA (Earnings before interest, taxes, depreciation and amortization)  
• Debt Reduction or Divisional Cash Flow  
• Non-financial Objectives (Personal Performance Factor)  

Plan Design:  
• Payout Determined by Formula:  
  

 

Year end 
    

Base 
Salary 

X Individual 
Target Bonus % X Financial 

Factor* X 
Personal 
Performance 
Factor

= Bonus 
Payout 

* Note – Financial Factor may be determined by a “mix” of more than one Organizational Financial Factor (percentage 
weighted – example: 80% Division + 20% Corporate)  

• Performance Criteria:  
• TEAM Achievements = Financial Factor  
• Individual Achievements (AIP’s) = Personal Performance Factor  
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Financial Factor:  
• Based on EBITDA and Debt Reduction or Divisional Cash Flow  

* Note – % weighting of EBITDA and Debt Reduction will be established annually by the Compensation Committee of the 
Board of Directors  
• Financial Thresholds: In order to align management and shareholder objectives, the minimum threshold for either 

EBITDA and Debt Reduction or Divisional Cash Flow must be achieved in order to trigger a potential bonus payment for 
that component under the plan (“The Cliff”).  

• The Cliff = 90% of Target*  
*Note – Either one of the financial targets may meet the 90% Cliff to generate potential payment for that component. The 
Compensation Committee of the Board of Directors may in extraordinary circumstances adjust the cliff up or down. Plan 
participants will be appropriately notified.  
• Upper Limit = None (No Cap)  

  
• Performance Range:  

  
      

  

90% of 
Target  

  

100% 
of 

Target  
  

105%
of 

Target  
110% 

of 
Target  

*115% 
of 

Target  
120%

of 
Target  

125% 
of 

Target  
  

130%
or > of 
Target  

Performance of 
EBITDA & 
Debt 
Reduction or 
Division Cash 
Flow = 
Financial 
Factor  50%   100%  112.5%  125%  150%  175%  200%  225% =/>

*Note: For each additional 5% increase in the percent of Bonus Plan Achievement over 115%, the participant will receive an 
increase of 25% of the percentage of the target bonus.  

**Note: Any business segment with financial targets that are either negative or under a million dollars will be treated outside the 
payout matrix above. The payout methodology will be developed and agreed upon between the management team and finance 
and must be approved by the Rexnord Management Compensation Committee.  

• Financial Factor Calculation Example:  
  

  

  

% of 
Financial 

Factor 
weighting  

% 
Achieved*  

Payment via 
Payout Slope  

  

Weighted 
Payout  

EBITDA .......................................................................................  50%  110%  125%  62.5%
Divisional Cash Flow ...................................................................  50%  97%  85%  42.5%

 Financial Factor Total = 105.0% 

*Note: Interpolation will be used for performance levels between each listed percent of target achieved.  
• Payout Pool – The payout pool will be established by calculating all the eligible employees target bonus amounts 

multiplied by the year-end financial results. Once the eligible payout pool is established, the AIP’s will be graded and 
applied against the financial pool. No pool should exceed 100% of the calculated financial results for that business group 
without prior approval from the CEO. The pool will be calculated at the highest business unit segment (example: at BCG 
level) and will be reviewed and approved by the appropriate business segment leader.  
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Year End 
Base Salary 

   

(as of 
3/31/XX) 

  

Individual 
Target 

Bonus %  
  

Eligible Earnings  
Financial 

Factor  
Eligible Payout 

Pool  
Estimated 
AIP %’s  

  

Estimated 
AIP Payouts  

$115,000 .....................  15% $ 17,250  105% $ 18,112.5  97% $ 17,569.13 
$90,000 .......................  10% $ 9,000  105% $ 9,450  105% $ 9,993.37 
$145,000 .....................  25% $ 36,250  105% $ 38,062.5  100% $ 38,062.5 

  

  
 Total Payout Pool = $ 65,625 

  
$ 65,625 

Personal Performance Factor  
• Based on Individual Annual Improvement Priorities (AIP’s)  

• Reinforce Cross-Functional / Business Teamwork  
• Differentiate for Performance among team/MIC Participants  

  
• Range  

0-------------------------------------------—1.0-----------------------------------—1.5  
Unacceptable                                     Meets Expectations                                     Outstanding  

• Focus—generally no more than five (5) personal objectives which:  
• Generally Tie to Strategy Deployment Objectives  
• Are Aggressive  
• Are Measurable  
• Are Critical to Business Success  

• Annual Payout Calculation Example:  
  

  

Year End Base Salary 
(as of 3/31/XX) 

  

Individual Target Bonus
%  

Eligible
Earnings 

Financial 
Factor  

Personal 
Performance 

Factor (AIP’s) 
  

Bonus
Payout 

$ 115,000 15% $17,250 105% 1.15 $20,829

Plan Guidelines:  
• The Compensation Committee of the Board of Directors reviews and approves year-end financial results and aggregate 

final plan payments  
• The Rexnord Management Compensation Committee is designated to administer the plan including but not limited to:  

• Plan Participation  
• Plan Design & Continuation  
• Payout Calculations and Timing  
• Applying discretionary management judgment as appropriate based on specific business situations or individual 

considerations  
• Plan participants must be employed by the company on the date of payment in order to qualify for payout (normally June)  

• Exceptions due to retirement, disability, involuntary termination without cause, or death will be at the sole 
discretion of the Rexnord Management Compensation Committee  

• Partial Year participants will normally be eligible for a payment on a pro rata amount calculated at a rate of 1/12 of the 
annual amount for each complete calendar month  

• Where a promotion or transfer occurs during the Plan year, the individual will receive a pro-rated award based on time 
and salary in the multiple assignments  

• Any alternative basis for calculation must be approved by the Rexnord Management Compensation Committee  
• Each Plan Participant should receive written notification of the following plan details at the beginning of each fiscal year:  

• Financial Factor “Mix”  
• Applicable EBITDA and Debt Reduction or Divisional Cash Flow Targets for the level of the organization under 

which they will participate  
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• % Weighting of EBITDA & Debt Reduction or Divisional Cash Flow in calculating Financial Factor  
• Guidelines for Establishing Participant’s Annual Improvement Priorities  

• Bonus amounts under this plan are not considered earned and payable to the participant until such amounts have been 
approved by the Rexnord Management Compensation Committee.  

• The bonus will be paid as soon as practical after the fully audited annual results of the Company have been announced 
(normally June). The bonus will be paid in cash.  

  
• The participant will be held liable for any personal tax due or other statutory payments due on any part of the bonus. 

Bonus payments may be treated for pensionable purposes in line with pension plan rules  
• Any “windfall” impacts, either adverse or positive, will be excluded from the calculations. The decision of the Rexnord 

Management Compensation Committee as to whether or not an item is categorized as “windfall” will be final.  

Key Terms  
The following are some important terms to know when reading about the MICP:  

• AIP’s (Annual Improvement Priorities) – Strategic Business Priorities set each year by the executive management team 
and cascaded throughout the organization.  

• Company – Rexnord LLC and its subsidiaries  
• Eligible Wages – Annual Base Salary in effect on the last day of the plan year, usually March 31st  
• EBITDA – For a given bonus fiscal year shall mean consolidated earnings before interest, taxes, depreciation and 

amortization.  
• Divisional Cash Flow – As defined in the current financial reporting system.  
• On Time Delivery (OTD) – Number of lines shipped on time (to customer want date) divided by number of lines 

shipped.  
• Payout Pool – The payout pool for each business is determined by the total sum of eligible participant’s bonus payments 

at par multiplied by the actual year-end financial results.  
• Pro-ration – For any employee who is in their position less than 12 consecutive months their bonus award will be pro-

rated accordingly. Pro-ration will consist of calculating Eligible Wages times Target Incentive Percent, divided by 12, 
multiplied by eligible months in position.  

• Rexnord Management Compensation Committee – Committee consisting of the Chief Executive Officer, the Chief 
Financial Officer, VP Human Resources and the VP of Compensation, Benefits & HRIS who is responsible for the day-to-
day administration of the plan.  

• Target Incentive Percent – The % of incentive award a participant is eligible to earn each year. This target is based upon 
current market data and employee’s position with the Company.  

• Rexnord Compensation Committee of the Board – The Compensation Committee established by the Board of 
Directors of RBS Global, Inc.  
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Exhibit 10.20  
FY 2009 Management Incentive Compensation Plan  

(MICP)  

Water Management  

Issued: April 2008  
Plan Name:  
Rexnord LLC Management Incentive Compensation Plan (MICP)  

Plan Objectives:  
Establish a meaningful variable compensation component of an attractive pay-for-performance total cash compensation program 
designed to support the achievement of Outstanding Strategic, Financial and Operational Performance  

Plan Term:  
The plan commences on the first day of the fiscal year and ends on the last day of the fiscal year  

Plan Eligibility:  
As approved by the Rexnord Management Compensation Committee  

Target Bonus Levels:  
Determined based on a mix of level-of-impact toward the achievement of Company objectives, and sound pay-for-performance total 
cash compensation guidelines  

Performance Measures:  
• Budgeted EBITDA (Earnings before interest, taxes, depreciation and amortization)  
• Debt Reduction or Divisional Cash Flow  
• Non-financial Objectives (Personal Performance Factor)  

Plan Design:  
• Payout Determined by Formula:  
  

     

Year end 
Base Salary X 

Individual 
Target 
Bonus % 

X Financial 
Factor* X 

Personal 
Performance 
Factor

= Bonus 
Payout 

* Note – Financial Factor may be determined by a “mix” of more than one Organizational Financial Factor (percentage 
weighted – example: 80% Division + 20% Corporate)  

• Performance Criteria:  
• TEAM Achievements = Financial Factor  
• Individual Achievements (AIP’s) = Personal Performance Factor  
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Financial Factor:  
• Based on EBITDA and Debt Reduction or Divisional Cash Flow  

* Note – % weighting of EBITDA and Debt Reduction will be established annually by the Compensation Committee of the 
Board of Directors  

• Financial Thresholds: In order to align management and shareholder objectives, the minimum threshold for either EBITDA and 
Debt Reduction or Divisional Cash Flow must be achieved in order to trigger a potential bonus payment for that component 
under the plan (“The Cliff”).  
• The Cliff = 90% of Target*  
*Note – Either one of the financial targets may meet the 90% Cliff to generate potential payment for that component. The 
Compensation Committee of the Board of Directors may in extraordinary circumstances adjust the cliff up or down. Plan 
participants will be appropriately notified.  
• Upper Limit = None (No Cap)  

  
• Performance Range:  

  
    

  

90% of 
Target  

  

100% of 
Target  

  

105% 
of 

Target  
110% 

of 
Target  

*115% 
of 

Target  
120% 

of 
Target  

  

125% 
of 

Target  
  

130%
or > 
of 

Target  
Performance of EBITDA & 

Debt Reduction or Division 
Cash Flow = Financial 
Factor  50%  100%  112.5%  125%  150%  175%  200%  225% =/>

*Note: For each additional 5% increase in the percent of Bonus Plan Achievement over 115%, the participant will receive an 
increase of 25% of the percentage of the target bonus.  
**Note: Any business segment with financial targets that are either negative or under a million dollars will be treated outside 
the payout matrix above. The payout methodology will be developed and agreed upon between the management team and 
finance and must be approved by the Rexnord Management Compensation Committee.  

• Financial Factor Calculation Example:  
  
 

  

% of 
Financial 

Factor 
weighting  

% 
Achieved*  

Payment via 
Payout Slope  

  

Weighted 
Payout  

EBITDA  50%  110%  125%  62.5%
Divisional Cash Flow  50%  97%  85%  42.5%

 Financial Factor Total = 105.0% 

*Note: Interpolation will be used for performance levels between each listed percent of target achieved.  

• Payout Pool — The payout pool will be established by calculating all the eligible employees target bonus amounts 
multiplied by the year-end financial results. Once the eligible payout pool is established, the AIP’s will be graded and 
applied against the financial pool. No pool should exceed 100% of the calculated financial results for that business group 
without prior approval from the CEO. The pool will be calculated at the highest business unit segment (example: at BCG 
level) and will be reviewed and approved by the appropriate business segment leader.  

  
   

Year End Base Salary 
(as of 3/31/XX) 

  

Individual 
Target 

Bonus %  
  

Eligible Earnings  
Financial

Factor  
Eligible Payout 

Pool  
Estimated
AIP %’s  

  

Estimated 
AIP Payouts  

$115,000  15%   $17,250  105%  $18,112.5  97%  $17,569.13 
$90,000  10%   $9,000  105%  $9,450  105%  $9,993.37 
$145,000  25%   $36,250  105%  $38,062.5  100%  $38,062.5 

  

  
 Total Payout Pool =  $65,625 

  
 $65,625 
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Personal Performance Factor  
• Based on Individual Annual Improvement Priorities (AIP’s)  

• Reinforce Cross-Functional / Business Teamwork  
• Differentiate for Performance among team/MIC Participants  

• Range  
0----------------------------------------------1.0-----------------------------------1.5  

Unacceptable                                             Meets Expectations                                             Outstanding  
• Focus – generally no more than five (5) personal objectives which:  

• Generally Tie to Strategy Deployment Objectives  
• Are Aggressive  
• Are Measurable  
• Are Critical to Business Success  

• Annual Payout Calculation Example:  
  

  

Year End Base   

Salary 
(as of 3/31/XX) 

  

Individual Target 
Bonus %  

  

Eligible 
Earnings  

  

Financial 
Factor  

Personal 
Performance 

Factor (AIP’s)  Bonus Payout  
$ 115,000 15% $17,250 105% 1.15 $20,829

Plan Guidelines:  
• The Compensation Committee of the Board of Directors reviews and approves year-end financial results and aggregate final 

plan payments  
• The Rexnord Management Compensation Committee is designated to administer the plan including but not limited to:  

• Plan Participation  
• Plan Design & Continuation  
• Payout Calculations and Timing  
• Applying discretionary management judgment as appropriate based on specific business situations or individual 

considerations  
• Plan participants must be employed by the company on the date of payment in order to qualify for payout (normally June)  

• Exceptions due to retirement, disability, involuntary termination without cause, or death will be at the sole discretion of 
the Rexnord Management Compensation Committee  

• Partial Year participants will normally be eligible for a payment on a pro rata amount calculated at a rate of 1/12 of the annual 
amount for each complete calendar month  

• Where a promotion or transfer occurs during the Plan year, the individual will receive a pro-rated award based on time and 
salary in the multiple assignments  
• Any alternative basis for calculation must be approved by the Rexnord Management Compensation Committee  

• Each Plan Participant should receive written notification of the following plan details at the beginning of each fiscal year:  
• Financial Factor “Mix”  
• Applicable EBITDA and Debt Reduction or Divisional Cash Flow Targets for the level of the organization under which 

they will participate  
• % Weighting of EBITDA & Debt Reduction or Divisional Cash Flow in calculating Financial Factor  
• Guidelines for Establishing Participant’s Annual Improvement Priorities  

  
• Bonus amounts under this plan are not considered earned and payable to the participant until such amounts have been approved 

by the Rexnord Management Compensation Committee.  
• The bonus will be paid as soon as practical after the fully audited annual results of the Company have been announced 

(normally June). The bonus will be paid in cash.  
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• The participant will be held liable for any personal tax due or other statutory payments due on any part of the bonus. Bonus 
payments may be treated for pensionable purposes in line with pension plan rules  

• Any “windfall” impacts, either adverse or positive, will be excluded from the calculations. The decision of the Rexnord 
Management Compensation Committee as to whether or not an item is categorized as “windfall” will be final.  

Key Terms  
The following are some important terms to know when reading about the MICP:  

• AIP’s (Annual Improvement Priorities) – Strategic Business Priorities set each year by the executive management team and 
cascaded throughout the organization.  

• Company – Rexnord LLC and its subsidiaries  
• Eligible Wages – Annual Base Salary in effect on the last day of the plan year, usually March 31st  
• EBITDA – For a given bonus fiscal year shall mean consolidated earnings before interest, taxes, depreciation and amortization.  
• Divisional Cash Flow – As defined in the current financial reporting system.  
• On Time Delivery (OTD) – Number of lines shipped on time (to customer want date) divided by number of lines shipped.  
• Payout Pool – The payout pool for each business is determined by the total sum of eligible participant’s bonus payments at par 

multiplied by the actual year-end financial results.  
• Pro-ration – For any employee who is in their position less than 12 consecutive months their bonus award will be pro-rated 

accordingly. Pro-ration will consist of calculating Eligible Wages times Target Incentive Percent, divided by 12, multiplied by 
eligible months in position.  

• Rexnord Management Compensation Committee – Committee consisting of the Chief Executive Officer, the Chief Financial 
Officer, VP Human Resources and the VP of Compensation, Benefits & HRIS who is responsible for the day-to-day 
administration of the plan.  

• Target Incentive Percent – The % of incentive award a participant is eligible to earn each year. This target is based upon 
current market data and employee’s position with the Company.  

• Rexnord Compensation Committee of the Board – The Compensation Committee established by the Board of Directors of 
RBS Global, Inc.  
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Exhibit 10.21  
Rexnord Supplemental Retirement Plan  

  

  
EFFECTIVE MAY 1, 2008  

(3-13-08)  
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Rexnord Supplemental Retirement Plan  

Effective as of May 1, 2008, REXNORD LLC (the “Company”) hereby establishes the REXNORD SUPPLEMENTAL 
RETIREMENT PLAN (the “Plan”) for the benefit of certain Eligible Employees and their beneficiaries.  

The Plan is not a qualified pension plan under Section 401(a) of the Internal Revenue Code of 1986 as amended (the “Code”); 
however, the Company intends that the Plan be an “employee welfare benefit plan” as defined in the Employee Retirement Income 
Security Act of 1974 as amended (“ERISA”).  

This document sets forth rights and obligations of the Company and each Participant with respect to the Plan as provided below.  

ARTICLE I  
Definitions  

Wherever used in this Plan, the following terms shall have the following meanings, unless a different meaning is clearly 
required by the context.  
1.01 “Board” means the Board of Directors of the Company or any Committee thereof as constituted from time to time.  
1.02 “Company” means Rexnord LLC and its successors.  
1.03 “Compensation” means an Eligible Employee’s total compensation, including bonuses and commissions, paid by the Company 

during the prior Plan Year as reported on IRS Form W-2 as wages, plus any amounts deferred under a Code Section 125 
cafeteria plan, Code Section 401(k) qualified cash or deferred arrangement or Code Section 132(f) arrangement.  

1.04 “Designated Insurance Carrier” means an insurance company selected by the Company in its sole and absolute discretion.  
1.05 “Effective Date” means May 1, 2008.  
1.06 “Eligible Employee” means an Employee whose Compensation for the prior Plan Year is equal to or greater than the 

compensation amount published in Internal Revenue Service pronouncements used to determine whether an individual is a 
highly compensated employee, as defined by Code Section 414(q), for the relevant year.  

1.07 “Employee” means any person employed by the Company who receives stated remuneration other than a pension, severance 
pay, retainer or fee under contract.  

1.08 “Participant” means any Eligible Employee who has become eligible to participate in the Plan in accordance with Article III of 
the Plan, and who has not ceased to have rights to a benefit hereunder.  

1.09 “Participant Contribution” means the amount of after-tax Compensation, contributed to the Plan by a Participant pursuant to his 
payroll deduction directive or check and deposited with the Designated Insurance Carrier in order to purchase life insurance on 
the life of said Participant.  

1.10 “Participation Letter Agreement” means the individual written agreement between the Company and a Participant with respect 
to rights and benefits hereunder, as executed by the Participant and the Company.  

  
1.11 “Plan” means the Rexnord Supplemental Retirement Plan as set forth herein and as may be amended from time to time, 

together with the Participation Letter Agreement with respect to any Participant.  
1.12 “Plan Administrator” means the committee or person appointed by the Board to administer the Plan pursuant to Article VII 

herein.  
1.13 “Plan Year” means the period May 1, 2008 through December 31, 2008, and thereafter, the 12-month period commencing on 

January 1 and ending on the next December 31 while the Plan remains in effect.  
1.14 “Policy” means a life insurance contract issued by the Designated Insurance Carrier on the life of a Participant.  
1.15 “Third-Party Administrator” means the entity appointed by the Company to handle certain ministerial administrative matters 

under the Plan, as provided in Section 7.03 herein.  
1.16 “Total Disability” means a Participant’s disability as defined in the Social Security Act and determined by the Social Security 

Administration.  

For purposes of the Plan, unless the context requires otherwise, the masculine includes the feminine, the singular the plural, and 
vice-versa.  
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ARTICLE II  
Purpose & Scope  
2.01 PURPOSE  

The purpose of the Plan is to provide a Company-sponsored program pursuant to which each Participant shall make certain 
contributions to be deposited with a Designated Insurance Carrier in order to purchase life insurance on behalf of the Participant. 
The Participant Contribution will be made net after all payroll taxes have been withheld for the year in which such contributions 
are made on behalf of the Participant. Each Participant will be responsible for all federal, state and local taxes on such 
contributions.  

2.02 SCOPE  
The Plan is intended as a statement of agreement between the Company and each participating Eligible Employee under which, 
in consideration of the continued satisfactory service of said Eligible Employee, the Company agrees to deposit Participant 
Contributions with the Designated Insurance Carrier on behalf of the Participant.  

ARTICLE III  
Eligibility and Participation  
3.01 CLASS OF ELIGIBLE EMPLOYEES  

Eligibility for participation in the Plan shall be limited to those Eligible Employees who have satisfied the requirement of 
Section 3.02 herein, have been designated in writing by the Plan Administrator in its sole and absolute discretion, and have 
executed the Participation Letter Agreement and otherwise satisfy the requirements of this Article III.  

3.02 ELIGIBILITY SERVICE  
Each Eligible Employee must be employed full-time with the Company in order to become a Participant.  

3.03 ENTRY DATE  
(a) Each Eligible Employee who has satisfied the requirements of Sections 3.01 and 3.02 above shall become a Participant on 

the first day of the calendar quarter coinciding with or next following his completion of said requirements, or as soon 
thereafter as administratively feasible.  

  
(b) The provisions of this Article III are subject to the provisions of the Participant Letter Agreement.  

ARTICLE IV  
Contributions  
4.01 PURCHASE OF POLICY  

The Company will assist the Participant in applying for a Policy on the life of said Participant from the Designated Insurance 
Carrier. The Policy and all incidents of ownership thereto shall at all times be owned by the Participant and/or his designated 
assigns, if any.  

4.02 FUNDING  
The Plan is funded exclusively by Participant Contributions. All Participant Contributions shall be deposited with the 
Designated Insurance Carrier as soon as feasible but not later than 30 days after the end of the payroll period for which 
Participant Contributions are deducted from his pay.  
All Participant Contributions delivered to the Designated Insurance Carrier shall be credited to the individual Participant’s 
premium account within the time frames established by the Designated Insurance Carrier for purposes of maintaining Policies 
currently paid and in force. Further, any premium returns, demutualization proceeds, or vendor contract rebates shall be credited 
to the Participant’s individual Policy.  

4.03 PARTICIPANT CONTRIBUTION  
(a) Each Participant shall make contributions to the Plan as provided in (1) or (2) below, as applicable to said Participant:  

(1) If the Participant’s Compensation for the Plan Year is $200,000 or less, he shall contribute an amount equal to five 
percent (5%) of his Compensation.  
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(2) If the Participant’s Compensation for the Plan Year is greater than $200,000, he shall contribute an amount equal 
to ten percent (10%) of his Compensation.  

The percentages indicated in (1) and (2) above are intended to generally reflect the life insurance coverage available to 
Participants on a guaranteed issue basis within the guidelines provided by the Designated Insurance Carrier. A Participant 
may contribute a greater percentage of his anticipated Compensation; however, any part or all of the additional amounts of 
life insurance applied for may be subject to evidence of insurability in accordance with the Designated Insurance Carrier’s 
underwriting procedures.  

(b) The amount of Participant Contribution to be deposited with the Designated Insurance Carrier with respect to any Plan 
Year shall be computed net, after accounting for all payroll taxes withheld on behalf of the Participant for that Plan Year.  

(c) Participant Contributions shall be by payroll deduction, authorized by the Participant on a form acceptable to the 
Company, or may be made directly to the Designated Insurance Carrier by the Participant by personal check.  

4.04 NO COMPANY CONTRIBUTIONS  
The Company shall not contribute to the Plan.  

  
ARTICLE V  
Vesting  

5.01 PARTICIPANT CONTRIBUTIONS  
The Participant shall be vested, at all times, in 100 percent of the value of his Participant Contributions including any gains and 
losses on same.  

ARTICLE VI  
Policies  

6.01 PURCHASE OF POLICY  
The Company shall not be liable nor shall it be in default in the performance of its obligations under the Plan to purchase a 
Policy on the life of a Participant should the Designated Insurance Carrier decline coverage for the Participant for any reason 
whatsoever including, but not limited to, uninsurability as the result of increased health risk or any other standard in the 
underwriting process established by the Designated Insurance Carrier to determine the insurability of a Participant.  

6.02 OWNERSHIP OF POLICY  
The Participant shall be the sole owner of the Policy. The Participant shall have all incidents of ownership with respect to the 
Policy including, but not limited to, the right to make any loans, withdrawals or investments of the cash value of the Policy. The 
Company shall not be responsible for any interest or taxes on any loans or withdrawals made from the Policy by the Participant.  

6.03 INVESTMENTS AND INDEMNIFICATION  
(a) Under no circumstances shall the Company, its employees, agents, subsidiaries or assigns be liable for the performance of 

any investment option selected by the Participant or act as guarantor of any account invested within the Policy. Under no 
circumstances shall such an entity or individual provide any advice with respect to a Participant’s investment inside any 
Policy. The Participant assumes all investment risk and agrees, on his or her own behalf, and also on behalf of his or her 
surviving spouse, heirs, beneficiaries, successors and assigns, to hold harmless the Company, its employees, agents, 
subsidiaries and assigns, as well as the Plan Administrator and Third-Party Administrator, for any and all claims that may 
be made with respect to the performance of all investments in the Policy.  

(b) Under no circumstances shall the Company, its employees, agents, subsidiaries or assigns, or the Plan Administrator or 
the Third Party Administrator, be liable for the acts or omissions of the Designated Insurance Carrier. For example, 
neither the Company, its employees, agents, subsidiaries and assigns nor the Plan Administrator or the Third Party 
Administrator shall be liable for any illustrations, performance projections on any proposed or issued insurance policy 
provided to the Participant by the Designated Insurance Carrier. All such illustrations and projections shall be considered 
those of the Designated Insurance Carrier and shall not be reviewed nor endorsed in any manner by the Company or the 
Plan Administrator.  

(c) Each Participant agrees, on his or her own behalf, and on behalf of his or her surviving spouse, heirs, beneficiaries, 
successors and assigns that he or she shall look solely to the Designated Insurance Carrier for any liability with respect to 
any death benefit paid by the Designated Insurance Carrier on the Participant’s Policy or the value thereof.  
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6.04 ASSIGNMENT  
The Participant shall have the right to assign any part or all of the Participant’s vested interest in any Policy and the Plan to any 
person or entity (including a trust) by execution of a written assignment delivered to the Company and the Designated Insurance 
Carrier. The Company shall have no authority to assign, sell, surrender, change the insured or transfer ownership of the Policy 
or borrow against the cash surrender value of the Policy.  

  
6.05 PREMIUM PAYMENTS  

The Company shall pay to the Designated Insurance Carrier the full amount of each premium on the Policy on or before the due 
date as required by the Designated Insurance Carrier in the amount so designated and contributed by the Participant pursuant to 
the provisions of Article IV herein. Accordingly, the Company shall deliver the Participant Contributions to the Designated 
Insurance Carrier as otherwise provided in the Plan. The Company shall have no liability with respect to any additional 
contributions.  

6.06 TERMINATION OF PARTICIPATION  
The Participant or the Company may terminate a Participant’s participation in the Plan with or without the consent of the other 
party by giving notice in writing to the other party (the “Notice of Termination”). The Plan will continue with respect to any 
Participant until either the Plan is terminated in its entirety pursuant to Section 9.02 herein or by delivery of Notice of 
Termination or such Participant’s voluntary or involuntary termination of employment with the Company (collectively 
hereinafter referred to as the “Terminating Event”). The Terminating Event shall immediately and forever release the Company 
and the Participant of its obligations and responsibilities under the Plan, other than providing a Notice of Termination if required 
hereunder. After termination of employment, the former Employee shall communicate directly with the Designated Insurance 
Carrier with respect to all matters regarding his Policy.  

6.07 DESIGNATED INSURANCE CARRIER  
The Designated Insurance Carrier shall be bound only by the terms of the Policy. No provision of the Plan shall in any way 
enlarge, change, vary, or in any other way affect the obligations of the Designated Insurance Carrier. Any payments the 
Designated Insurance Carrier makes or actions it takes in accordance with the Policy shall fully discharge it from all claims, 
suits and demands of all entities or persons. The Designated Insurance Carrier shall not be bound by or be deemed to have 
notice of the provisions of the Plan.  

ARTICLE VII  
Administration  
7.01 ADMINISTRATION  

The Plan shall be administered and interpreted by the Plan Administrator. Said Plan Administrator has the sole and absolute 
authority and discretion to administer the Plan in accordance with its terms, to interpret any provision of the Plan and to decide 
any issue that may affect a person’s rights and obligations under the Plan. All such interpretations and decisions shall be final, 
conclusive and binding upon a Participant and any other person who makes a claim with respect to participation or benefits 
under the Plan.  

7.02 POWERS AND DUTIES  
The Plan Administrator may establish procedures, correct any defect, supply any information, or reconcile any inconsistency in 
such manner and to such extent as it shall deem to be necessary or advisable to carry out the purposes of the Plan; provided, 
however, that any such procedure, discretionary act, interpretation or construction shall be applied in a nondiscriminatory 
manner based on uniform principals consistently applied. The Plan Administrator shall have all the powers and authority 
necessary or appropriate to accomplish its duties under the Plan.  
The Plan Administrator shall be charged with the duties of the general administration of the Plan, including, but not limited to, 
the following (but only to the extent such duties are not otherwise performed by the Designated Insurance Carrier):  
(a) The discretion to determine all questions relating to the eligibility of any Eligible Employee to receive benefits under the 

Plan;  
  

(b) To compute and make determinations with respect to the amount of benefits with respect to any Participant hereunder;  
(c) To authorize or otherwise direct disbursements to Participants;  
(d) To maintain all necessary records for the administration of the Plan;  
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(e) To interpret the provisions of the Plan and to make and publish such rules for the regulation of the Plan as are consistent 
with the terms hereof;  

(f) To prepare and implement a procedure to notify Eligible Employees that they have been selected as eligible to participate 
in the Plan; and  

(g) To assist any Participant regarding his rights, benefits, or elections available under the Plan.  

The Company shall indemnify, hold harmless and defend the Plan Administrator from any liability which the Plan 
Administrator may incur in connection with the performance of its duties in connection with the Plan, so long as the Plan 
Administrator was acting in good faith and within what the Plan Administrator reasonably understood to be the scope of its 
duties.  

7.03 THIRD-PARTY ADMINISTRATION  
The Company, at its sole and absolute discretion, may delegate any administrative matter under the Plan to any Third-Party 
Administrator. Initially, Mahoney & Associates, a Massachusetts Business Trust, will act as the Third-Party Administrator and 
assist the Company and the Plan Administrator with administrative matters. Any Third-Party Administrator shall be held 
harmless by the Company from all Plan related liabilities, except those that are caused by the willfully or negligent acts of the 
Third-Party Administrator. The Company shall be held harmless by the Third-Party Administrator from all Plan related 
liabilities pertaining to the duties of said Third-Party Administrator, except those that are caused by the willfully or negligent 
acts of the Company.  

7.04 TAX WITHHOLDING  
The Company or the Designated Insurance Carrier shall have the right to deduct from any benefit owed to the Participant under 
the Plan any federal, state, or local taxes required by law to be withheld.  

ARTICLE VIII  
ERISA Provisions  
8.01 CLAIMS PROCEDURE  

The provisions of this Article VIII apply to the extent any determination with respect to a claim is to be made by the Plan 
Administrator.  
(a) Submitting a Claim. In order to receive a benefit under the Plan, the Participant or such Participant’s beneficiary (the 

“Claimant”) must submit a written application to the Plan Administrator on a form provided by the Company. Written or 
electronic notice of the disposition of the claim shall be furnished to the Claimant within 90 days after the claim is filed. If 
the Plan Administrator needs additional time (up to 90 days) to process the claim, written notice shall be provided to the 
Claimant within the initial 90-day period. Such notice shall indicate the special circumstances which require an extension 
of time and the day by which the Plan Administrator expects to render a decision.  

  
(b) Denial of Claim. If the claim is denied in whole or in part, the Plan Administrator shall deliver a written notice to the 

Claimant. The notice will be calculated to be understood by the Claimant and will set forth: (1) the specific reason or 
reasons for the denial; (2) references to the pertinent provisions of the Plan on which the denial is based; (3) a description 
of any additional material or information necessary for the Claimant to perfect the claim and an explanation of why that 
material or information is necessary; (4) appropriate information as to the steps to be taken if the Claimant wishes to 
submit the claim for review; (5) the time limit for requesting a review of the claim; and (6) a statement of the Claimant’s 
right to bring a civil action under section 502(a) of ERISA following an adverse determination upon review. The notice 
shall be delivered to the Claimant within 90 days after receipt of the claim by the Plan Administrator, unless the Plan 
Administrator determines that special circumstances require an extension of time. Under these circumstances, the Plan 
Administrator may extend the applicable time for an additional 90 days. If an extension is required, the Plan Administrator 
will provide to the Claimant a notice prior to the extension and the date by which the Plan Administrator expects to make 
a decision regarding the claim.  

(c) Request for Review of a Denied Claim. If a claim has been denied in whole or in part pursuant to Section 8.01(b), the 
Claimant shall have 60 days following receipt of the denial to request a review of the denial. A request for review shall be 
in writing and addressed to the Plan Administrator at the Company’s then principal place of business. If the claimant so 
requests, the Plan Administrator shall conduct a hearing within 60 days. Whether or not the Claimant requests such a 
hearing, the Claimant may submit pertinent documents and written issues and comments. The Claimant will be provided, 
upon request and free of charge, reasonable access to, and copies of, all documents, records, and other information 
relevant to his claim.  
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(d) Decision Upon Review. The Plan Administrator shall review the denial of the claim, and shall furnish the Claimant with a 
final decision on review within 60 days after receipt of the Claimant’s request for review, unless the Plan Administrator 
determines that special circumstances require an extension of time for processing the request for review. In that case the 
Plan Administrator may extend the applicable time for an additional 60 days. If an extension is required, the Plan 
Administrator will notify the Claimant of the extension and the date by which a decision on review is expected. The 
decision on review shall be in written or electronic form, shall be written in a manner calculated to be understood by the 
Claimant, and shall include (1) specific reasons for the decision; (2) specific references to the pertinent provisions of the 
Plan on which the decision is based; (3) a statement that the Claimant is entitled to receive, upon request and free of 
charge, reasonable access to, and copies of, all documents, records and other information relevant to the claim for 
benefits; and (4) a statement of the Claimant’s right to bring an action under section 502(a) of ERISA. If the written 
decision on review is not furnished to the Claimant within the 60-day period (or the 120-day period in the event that the 
Plan Administrator requires an extension of time for processing the review), the claim shall be deemed denied on review.  

ARTICLE IX  
General Provisions  
9.01 AMENDMENT  

The Plan Administrator has the right at any time and from time to time, and retroactively if necessary or appropriate, to amend 
in whole or in part any or all provisions of the Plan. No amendment shall have the effect of reducing any Participant’s 
ownership interest in or existing rights under any Policy previously purchased on behalf of such Participant under the Plan or 
otherwise reduce his vested interest with respect to the Plan. Any amendment shall be made by written resolutions of the Plan 
Administrator.  

9.02 TERMINATION OR SUSPENSION OF ENTIRE PLAN  
The Plan Administrator reserves the right, and without the consent of any Participant, spouse, beneficiary, or other person 
claiming a right under the Plan, to terminate the Plan in its entirety or discontinue contributions under the Plan at any time and 
for any reason.  

  
9.03 HEADINGS  

The titles of the Articles and Sections herein are for convenience of reference only and shall not be construed as a part of the 
Plan, or have any effect upon the meaning of the provisions of the Plan.  

9.04 SEPARABILITY  
If any provision of the Plan, as currently in effect or as amended from time to time, or the application thereof, shall to any extent 
be invalid or unenforceable, the remaining provisions of the Plan and the application thereof, shall not be affected thereby and 
shall be valid and enforced to the extent permitted by law.  

9.05 CONSTRUCTION  
Wisconsin law shall determine all questions arising with respect to the provisions of the Plan except to the extent superseded by 
Federal law.  

9.06 BINDING EFFECT  
The Plan shall be binding upon, and shall inure to the benefit of, the Company, Participants and their respective successors and 
assigns.  

IN WITNESS WHEREOF, the Company has caused this document to be executed by its duly authorized officer this             day 
of             , 2008.  
  

Rexnord LLC 
  
By: .....  

  

Name:   
  

Title:   
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Exhibit 31.1  
CERTIFICATION OF CHIEF EXECUTIVE OFFICER  

   I, Robert A. Hitt, President and Chief Executive Officer of RBS Global, Inc. and Rexnord LLC, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of RBS Global, Inc. and Rexnord LLC;  
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)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;  

c) 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  

d) 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.  

Date: August 8, 2008  
  

By: ..... /s/ ROBERT A. HITT 
  

Name: Robert A. Hitt 
Title: President and Chief Executive Officer
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Exhibit 31.2  
CERTIFICATION OF CHIEF FINANCIAL OFFICER  

I, Todd A. Adams, Chief Financial Officer and Senior Vice President of RBS Global, Inc. and Rexnord LLC, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of RBS Global, Inc. and Rexnord LLC;  
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)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) 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) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;  

c) 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  

d) 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.  

Date: August 8, 2008  
  

By: ...../s/ TODD A. ADAMS 
  

Name: Todd A. Adams 
Title: Senior Vice President and Chief Financial 

Officer
  
 


