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Rexnord Industries (UK) Limited
DIRECTORS' REPORT ,

The directors submut their report and financial statements of Rexnord Industnes (UK) Limated for the penod
from 1 March 2012 1o 31 March 2013

PRINCIPAL ACTIVITY
The principal activity of the company dunng the penod was that of an intermediate holding company
REVIEW OF THE BUSINESS

Dunng the period the company continued to incur interest on intercompany loans relating to its acquisition of
Autogard Holdmgs Limited 1n 2011 resulting 1n a loss before tax of £346,880 (2012 £417,447)

On 28 March 2013, as described further 1n note 11, one ordinary share of £1 00 was repurchased at par 1n
connection with a capital reorgamsation and was subsequently cancelled

In August 2013 the company purchased the assets of Micro Precision Gear Technology Limuted for £14 75m
FUTURE DEVELOPMENTS

There are no plans to change the nature of the company's activities for the foreseeable future

RESULTS AND DIVIDENDS

The loss for the penod amounted to £545,615 (2012 - loss £321,421) The directors have not recommended a
dividend

PRINCIPAL RISKS AND UNCERTAINTIES

In the opimion of the directors, given that the company's activity relates only to other group companies, the
company faces no sigmficant external nisks and uncertainties

DIRECTORS
The directors who served the company dunng the period were as follows

T A Adams
P M Whaley

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR

The directors who were 1n office on the date of approval of these financial statements have confirmed, as far as
they are aware, that there 1s no relevant audit information of which the auditor 1s unaware Each of the directors
have confirmed that they have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that 1t has been communicated to the auditor

AUDITOR

Baker Tilly UK Audit LLP has indicated its willingness to continue in office

On behalf of the board

P M Whaley
Dyr¢ctor
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Rexnord Industries (UK) Limited

DIRECTORS' RESPONSIBILITIES IN THE PREPARATION OF
FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accountuing Standards and applicable law)

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that
penod

In preparing those financial statements, the directors are required to

a select smtable accounting policies and then apply them consistently,
b make judgements and accounting estimates that are reasonable and prudent,
c prepare the financial statements on the going concern basis unless 1t 15 inappropnate to presume that the

company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for safeguarding the assets of the company and hence for 1aking reasonable steps for the prevention
and detection of fraud and other wregulanties




INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF
REXNORD INDUSTRIES (UK) LIMITED

We have audited the financial statements on pages 5 to 12 The financial reporting framework that has been
apphed 1n their preparation 1s applicable law and Umted Kingdom Accounting Standards (Umited Kingdom
Generally Accepted Accounting Practice)

This report 15 made solely to the company's member, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company's member those
matlers we are required to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s member as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and audator

As more fully explained in the Directors’ Responsibilities Statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and far
view Our responsibulity 15 to audit and express an opimon on the financial statements in accordance with
apphicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Audiing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descniption of the scope of an audit of financial statements 1s provided on the Financial Reporting Council's
website at http //www frc org uk/Our-Work/Codes-Standards/Audit-and-assurance/Standards-and-guidance/
Standards-and- guidance-for-auditors/Scope-of -auditfUK-Pnvate-Sector-Entity-(issued- 1-December-2010) aspx

Opinion on the financial statements

In our opinion the financial statements

- give a true and fair view of the state of the company's affairs as at 31 March 2013 and of ats loss for the
penod then ended,

- have been properly prepared in accordance with Umited Kingdom Generally Accepted Accounting
Practice, and

- have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial penod for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to

report to you 1f, 1n our opinion

- adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or

- the financial statements are not in agreement with the accounting records and returns, or

- certamn disclosures of directors' remuneration specified by law are not made, or

- we have not received all the information and explanations we require for our audit

@O‘m-ﬁ“ﬁ\w‘ Aoolc L P

RUTH FOREMAN (Sentor Statutory Auditor)

For and on behalf of BAKER TILLY UK AUDIT LLP, Statutory Auditor
Chartered Accountants

Hartwell House

55-61 Victona Street

Bristol BS1 6AD

3t o]




Rexnord Industries (UK) Limited
PROFIT AND LOSS ACCOUNT
for the period from 1 March 2012 to 31 March 2013

TURNOVER

OPERATING PROFIT

Interest payable and similar charges

LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Taxation

LOSS FOR THE FINANCIAL PERIOD

The loss for the period arises from the company's continuing operations

Penod from Penod from
1Mar12t0 14 Feb 11 to

31 Mar 13 29 Feb 12

Notes £ £
2 __ T

4 (546,880) (417.447)
(546,880} (417,447

5 1,265 96,026

14 (545,615) (321,421)

No separate Statement of Total Recogmsed Gains and Losses has been presented as all such gains and losses

have been dealt with 1n the Profit and Loss Account




Rexnord Industries (UK) Limited

BALANCE SHEET
31 March 2013

Company Registration No 07528607

FIXED ASSETS
Investments

CURRENT ASSETS
Debtors

CREDITORS
Amounts falling due within one year

NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS
Amounts falling due after more than one year

CAPITAL AND RESERVES
Called up share capital

Share premium account
Other reserves

Profit and loss account

SHAREHOLDER'S FUNDS/(DEFICIT)

Notes

11
12
13
14

15

31 Mar 13 29 Feb 12
£ £
12,022,000 12,022,000
97,291 96,026
(166,310  (2,971,000)
(69,019)  (2,874,974)
11,952,981 9,147,026
(9,848,017)  (9,467,447)
2104,964 (320,421)
1,000 1.000
2,971,000 -
1 -
(867,037) (321.421)
2,104,964 (320,421)

Thc ;1 fmcxal slatements on pages 5 to 12 were approved by the board of directors and authonsed for 1ssue on
14

and are sighed on their behalf by

P M Whaley
Darector




Rexnord Industries (UK) Limited
NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

1 ACCQUNTING POLICIES
BASIS OF ACCOUNTING
The financial statements have been prepared under the lustorical cost convention
GOING CONCERN

The company recorded a loss for the penod  As an intermediate holding company 1ts principal dealings are
only with other group companies Where habilities exist with these other group compames the directors
have no reason to believe that these companies will demand repayment unless funds exist to do so
Accordingly the directors have prepared these financial statements on a going concern basis

INDIVIDUAL COMPANY ACCOUNTS

For the reasons given below these financial statements present information about the company as an
individual undertaking and not about 1ts group

CONSOLIDATION

The company was, at the end of the peniod, a wholly-owned subsidiary of another company incorporated
outside the EEA and in accordance with Section 401 of the Compames Act 2006, 1s not required to
produce, and has not published, consolidated accounts

CASH FLOW STATEMENT

The directors have taken advantage of the exemption 1n Financial Reporting Standard No 1 (Revised 1996)
from including a cash flow statement in the financial statements on the grounds that the company 1s wholly
owned and 1ts parent publishes a consohdated cash flow statement

DEFERRED TAXATION

Deferred tax 1s recognised in respect of all tming differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation (o pay more tax in the future or
a night 1o pay less tax in the future have occurred at the balance sheet date Timing differences are
differences between the company's taxable profits and its results as stated in the financial statements that
anse from the inclusion of gains and losses 1n tax assessments n periods different from those 1n which they
are recogmsed 1n the financial statements

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the penods 1n which timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax ts measured on a non-discounted basis

FINANCIAL INSTRUMENTS

Financial habilhittes and equity instruments are classified according to the substance of the contractual
arrangements entered into An equity mstrument 18 any contract that evidences a residual interest in the
assets of the entity after deducting all of its financial habihities




Rexnord Industries (UK) Limited
NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

2

OPERATING PROFIT

Operating profit 1s stated after crediting

Penod from  Period from

IMarl12to 14Febllto

31 Mar 13 29 Feb 12

£ £

Directors’ remuneration - -
Auditor's remuneration for statutory audit - -

Auditor's remuneration of £1,600 (2012 £2,600) for audit services and £3,100 (2012 £1,750) for
accounting services was borne by another group company Directors’ remuneration and directors' pension
contributions for services to this company were also bome by another group company

PARTICULARS OF EMPLOYEES
The company had no employees dunng the pertod

INTEREST PAYABLE AND SIMILAR CHARGES

Penod from  Penod from

IMar12w 14Febllto

31 Mar 13 29 Feb 12

£ £

Interest payable to group undertakings 546,880 417,447

TAXATION ON ORDINARY ACTIVITIES

(a) Analysis of charge in the period

Penod from Peniod from
I Mar 1210 14Febilto
31 Mar 13 29 Feb 12

£ £

Current tax
Corporation tax - -
Group relief surrendered (1,265) (96,026)
Total current tax (1,265) {96,026)

Current tax has been ncreased by the surrender of £5.271 (2012 £365,951) losses under a group rehef
scheme, for which payment due of £1,265 (2012 £96,026) has been reflected 1n amounts owed by group
undertakings

The company has losses carmed forward of £579,310 (2012 £51,496) but, on the grounds that the
company 15 not expected to be profitable 1n the immediately foreseeable future, no deferred tax asset has
yet been recognised




Rexnord Industries (UK) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

5  TAXATION ON ORDINARY ACTIVITIES (contenued)
(b} Factors affecting current tax charge

The tax assessed on the loss on ordinary activities for the period 1s higher than the standard rate of
corporation tax in the UK of 24% (2012 - 26%), as explained below

Peniod from  Penod from
IMarl12to 14Febllto
31 Mar 13 29 Feb 12

£ £
Loss on ordinary acuivities before taxation (546,880) (417,447
Loss on ordinary acuivities by rate of tax (131,251) {108,536)
Effects of
Unrehieved tax losses 129,986 12,510
Total current tax (note 5(a)) (1,265) (96 026)

(c) Factors that may affect future tax charges

The main rate of corporation tax was reduced to 24% from 1 Apnl 2012 and 15 expected to reduce to 20%
by | April 2015 The 23% rate for 2013 was substantively enacted in July 2012 The 21% rate for 2014 and
the 20% rate for 2015 were substantively enacted 1n July 2013

6 INVESTMENTS

Shares 1n
subsidiary
undertakings
£
Cost

At 1 March 2012 and 31 March 2013 12,022,000

Net book value
At 31 March 2013 and 29 February 2012 12,022,000




Rexnord Industries (UK) Limited
NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

6

INVESTMENTS (conunued}

Shares in subsidiary undertakings reflect the company’s interest in the entire 1ssued share capital of
Autogard Holdings Limuted which was acquired on 2 Apnl 2011 for consideration of £11,963,800,
satisfied n cash, to which has been added incidental costs of acquisiion £841,875 of the total
consideration has been deferred and 1s being held 1n escrow until the second anmversary of the completion
date subject to satisfactory resolution of certain completion matters

The company also has an mterest in that company's wholly-owned subsidianies hsted below The principal
activity of these companies 1s the manufacture, distnbution and sale of power transmission products

31 Mar 13 29 Feb 12

£ £
Aggregate capual and reserves
Autogard Holdings Limited (tncorporated in the UK) 4,114,758 3,693,374
*Autogard Italia S R L (incorporated 1n laly) 163,988 239,980
*Autogard Kupplungen Vertnebs GmbH (incorporated in Germany) 281,595 410,229
*Bnitish Autogard Limuted (incorporated in the UK) 424,738 383,528
*Autogard Asia Pacific Pty Ltd (incorporated in Australia) 327,459 546,633
Profit and (loss) for the period
Autogard Holdings Limited (incorporated 1n the UK) 421,384 3,453,979
*Autogard Italia S R L (incorporated 1n ltaly) (35.917) 90,250
*Autogard Kupplungen Vertriebs GmbH (incorporated in Germany) (133,342) 208,291
*Briush Autogard Limated (:ncorporated 1n the UK) 41,210 379,635
*Autogard Asia Pacific Pty Ltd (incorporated 1n Australia) 290,884 547,272

*wholly-owned subsidiary of Autogard Holdings Limited

Autogard Italia S R L and Autogard Kupplungen Vertriebs GmbH are now 1n hquidation

DEBTORS
31 Mar 13 29 Feb 12
£ £
Amounts owed by group undertakings 97,291 96,026

CREDITORS Amounts falling due within one year

31 Mar 13 29 Feb 12
£ £
Amounts owed to group undertakings 166,310 2,971,000

Amounts owed to group undertakings include £ml (2012 £2,971,000) owed to Rexnord Indusines LLC in
connection with the acquisition of Autogard Holdings Limited The balance was interest-free and
repayable on demand

10




Rexnord Industries (UK) Limited
NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

9  CREDITORS Amounts falling due after more than one year

31 Mar 13
£
Amounts owed to group undertakings 9,848,017

29Feb 12
£
9,467,447

Amounts owed to group undertakings comprise £6,250,000 (2012 £6,400,000) owed to Rexnord
Industries LLC, £2,650,000 (2012 £2,650,000) owed to Autogard Holdings Limited, and related accrued

mterest payable

The loan from Rexnord Industries LLC bears interest at twelve-month LIBOR +4 00% and 1s repayable on
1 Apnil 2016 The loan from Autogard Holdings Limited bears intetest at 5% and has no fixed repayment

date but 15 considered to be medium-term debt

10 RELATED PARTY TRANSACTIONS

The company has taken advantage of the exemption in Financial Reporting Standard No 8 and has not

disclosed details of transactions or balances with other wholly-owned group entities

11  SHARE CAPITAL

31 Mar 13
£

Allotted, called up and fully paid
1,000 Ordinary shares of £1 each 1,000

29 Feb 12
£

1,000

————

On 28 March 2013 one ordinary share of £1 00 was 1ssued for total consideration of £2,971,001 giving rise
to share premium of £2,971,000 Later on the same date, one ordmnary share of £1 00 was repurchased at

par and subsequently cancelled, giving nise to a capital redemption reserve of £1 00

On 20 August 2013 5,500, 000 ordinary shares of £1 were 1ssued at par

12 SHARE PREMIUM ACCOUNT

Period from
I Mar12to
31 Mar 13

£
Premium on shares 1ssued in the period 2,971,000

At 31 March 2013 2,971,000

—————

13 OTHER RESERVES

Period from
1 Mar12to
31 Mar 13

£
Capital redemption reserve

Purchase of own shares

At 31 March 2013

l""‘l'—

Period from
14 Feb 11 to
29 Feb 12

[l

Period from
14 Feb1lto
29 Feb 12

£




Rexnord Industries (UK) Limited
NOTES TO THE FINANCIAL STATEMENTS
for the period from 1 March 2012 to 31 March 2013

14  PROFIT AND LOSS ACCOUNT

At the beginmng of the pencd
Loss for the financial penod
Purchase of own shares

At the end of the period

RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S FUNDS

Loss for the financial penod

New equity share capital subscribed
Premium on new share capital subscribed
Purchase of own ordinary shares

Net addition/(reduction) to shareholder’s deficit
Opening sharcholder's deficit

Closing shareholder's funds/(deficit)

ULTIMATE PARENT COMPANY AND CONTROLLING PARTY

Period from  Penod from
I1Mar12to 14Febllto
31 Mar 13 29 Feb 12
£ £
(321.421) -
(545,615) (321.421)
(n -
(867,037) (321,421
31 Mar 13 29 Feb 12
£ £
(545,615) (321,421)

1 1,000
2,971,000 -
m -
2,425,385 (320,421)
(320,421) -
2,104,964 (320,421)

The immediate parent company 1s Rexnord Industries LLC The ultimate parent company and controlling
party 15 Rexnord Corporation Both entines are incorporated n the United States of America Rexnord
Corporation heads the largest and smallest group in which the results of the company are consolidated

12
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-K

(Mark one)

ANNUAL REPORT PURSUANT 10 SECTION 13 OR 15(d) OF THE SKCURITIES EXCHANGE ACT OF 1934
For the fiscal year ended March 31, 2012

[m] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE Sk CURITIES EXCHANGE ACT OF 1934
For the transition pertod Mrom to

Commusston File Number 001-35475

REXNORD CORPORATION

{Exact name of registrant as specified in tts charter)

Delaware 20-5197013
(State or Other Jurisdiction of Incorporation or Orgamzation) (1 RS Empleyer Identification No )
4701 West Greenficld Avenue, Milwaukee, Wisconsm 53214
{Address of Principal Executive Offices) {Zip Code)

Regustrant s telephone number including area code (414) 643-3000
Securthies regrstered pursuant to Sechon 12(b) of the Act

Title of Each Class Mame of Each Exchange of Which Registered
Common Stock § 01 par value I'he New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act Nanc

Indicate by check mark of the regiatrant 1s a well-known seasoned 1ssucr as defined in Rule 405 of the Sceuntics Act Yes O No &

Indicate by check mark sf the registrant 1s not required to file reports pursuant to Scction 13 or Section 15(d) of the Exchange Act Yes O No &

Indicate by check mark whether the registrant {1) has filed all reports required to be filed by Scction 13 or 15(d) of the Sccurities Exchange Act of 1934 during the preceding 12
months (or for such sherter period that the registrant was requared to file such reports) and (2) has buen subject to such filing requircments for the past 90 days Yes O No &

Indicate by checkmark whether the registrant has submitted clectronically and posted on 11s comporate Website 1 any every Intcractive Data File required to be submitted and posted
pursuant {o Rulc 405 of Regulation § T (4229 405 of this chapter) dunng the preceding 12 months {or for such shorter period that the registrant was requared te submt and post such

filts) Yes K1 NeO

Indheate by check mark :f disclosure of dehnquent filers pursuant te Item 405 of Regulation $-K s not contained herein, and wall not be contaned to the best of registeant s
knowledge i defimtive proxy or information statcments incorporated by reference in Part 11 of this Form 10 K or any amendment to thas Form [0-K &

Indicate by check mark whether the registrant 15 a large accelerated filer an accelerzted filer 4 non accclerated filer or 4 smailer reporting company  Sce the definitions of large
accelerated filer  accelerated filr and  smaller reporting company in Rule 12b-2 of the Exchange Act
Large aceclerated filer O Acecleruted filer O Non accelerated filer B Smaller reporting company O
Incheate by check mark whether the registrant 1s a shell company (4s defined i Rule 12b-2 of the Exchange Act) Yes 0 No &
As of October 1 2011 the end of the Registrant's second fiscal quarter the aggregate markut value of the sharcs of common stock (bascd upon an apprased per share value of
318 74 giving cffect to the subsequent 4 [627-for-1 stock spht) held by non-affihates (excludes shares reperted as beneficially ewned by thon-current directors excecutive officers and greater-
than-5% stockholders - docs not Lonstitute an admission as to affibate status) was approximately $15 ¢ million
As of Apnil 30 2012 there were 94,442 022 shares of common stock gutstanding
DOCUMENTS INCORPORATED BY RFFERENCE

Part [l of this Annual Report on Form 10-K mcorporates by reference certain informanion from the Proxy Statcment for the Registrant's fiseal 2003 annual mecting of
stockholders, to be held on or about September 20 2012 which prexy statement will be subsequently filed
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PART |
CAUIIONARY NOTICEk REGARDING FORWARD-1 OOKING STATEMENTS

Ttus report includes “forward-looking statements”™ withun the meaning of the federal secuniies laws that mvolve nsks and uncertainties Forward-
looking statements include statements we make concerming our plans, objectives, goals, strategies, future events future revenues or performance, capital
expenditures, financing needs and other information that 1s not histoncal information and, in particular, appear 1n ltems 1, 1A and 7 hereof When used in this
report, the words estimates,” ‘expects,” “anticipates,” ‘profects,” “forecasts,” ‘plans, believes,” “foresees,” ‘seeks,” “likely,” “may,” ‘mught,” “will,”
“should,” “goal ” “target” or * mtends™ and vanations of these words or simular expressions {or the negative versions of any such words) are intended to
identify forward-looking statements All forward-looking statements are based upon information avalable to us on the date of this report

"o LU

These forward-looking statements are subject to nsks, uncertainties and other factors, many of which are outside of our control, that could cause actual
results to differ matenally from the results discussed 1n the forward-lookmg statements, mncluding, among other things. the matters discussed in thus report 1n
the Items 1dennfied above Some of the factors that we beheve could affect our results include

. the impact of our substantial indebtedness,

. the effect of local, national and international economie, credit and capital market conditions on the economy in general, and on the industnies in
which we operate in particular

. access to avarlable and reasonable {inancing on a umely basis,

. our compelitive environment,

D dependence on independent distributors,

. general economic and business conditions, market tactors and our dependence on customers in cychical industries,

. the seasonahity of our sales

. impact of weather on the demand for our products

. avaitability of financing for our customers,

. changes 1n technology and manufacturing techniques,

. loss of key personnel,

. increases i cost of our raw matenals and our possible mability to increase product prices to offset such increases,

. the loss of any sigmficant customer,

. inability to make necessary capital expenditures,

. risks associated with international operations, which have increased n s1z¢ due to our recent acquisitions

. the costs ot environmental compliance and/or the imposition of kabilities under environmental, health and safety laws and regutations,

. the costs of asbestos claims,

. the costs of Zurn's class actton litigation,

. a declining construction market

. solvency of insurance carners,

. changes in governmental laws and regulations, or the nterpretation or enforcement thercof, mcluding for environmental matters

. viabiity of key supphers,

- reliance on tntellectual property,

. potential product hability claims,

. work stoppages by uniomzed employees,

. integration of recent and future acquisitions into our business,

. changes in pension funding requiremnents,

. control by our principal stockholders, and

- the other factors set forth heremn, including thuse set forth under ‘Risk Factors i Part I ltem 1A
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There are likely other factors that could cause our actual results to differ matenally from the results referred to 1n the forward-looking statements All forward-
looking statements attributable to us apply only as of the date of this report and are expressly qualified in their entirety by the cautionary statements included
n this report We undertake no obhigatton to publicly update or revise forward-looking statements lo reflect events or circumstances afier the date made or to
reflect the occurrence of unanticipated events, except as required by law

ITEM 1 BUSINESS
General

Rexnord Corporation (“Rexnord’ }, a Delaware corporation, was incorporated m 2006 in connection with the acquisihion by affiliates of the private
equity firm Apollo Management, L P ( “Apollo™) and certain members of management of RBS Global, Inc ("RBS Global™), which 1s the foundation of our
Process & Motion Control platform, from its previous owners Over recent years, we have expanded significantly, 1neluding the creation of our Water
Management platform in 2007 by the acquisition of the Zurn Plumbing products business and, by means of acquisitions of other companies or operations
Some of these acquisitions have been matenial to the Company and 1ts operations, resufts, and financial condiion See *Acquisttions and Transactions” below
for further information as to these transactions

LEY

Unless otherwise noted, “Rexnord,” “we,” “us, ‘our and the “Company” mean Rexnord Corporation {formerly known as Rexnord Holdings, Inc )
and its consalidated subsidianes, including RBS Global and Rexnord LLC Qur fiscal year 1s the year ending March 31 of the corresponding calendar year
For example, our fiscal year 2012 , or fiscal 2012 , means the period from Aprl 1, 2011 to March 31, 2012 Unless otherwise indicated, the information
contained 1n this report reflects that each share of common stock outstanding immediately prior to the Company's March 19, 2012 4 1627-for-one stock split
has been split into 4 1627 shares of common stock

Additional Information

The address of our pnncipal executive office 1s 4701 W Greenfield Avenue, Milwaukee, Wisconsin 53214 Our phone number 1s (414) 643-3000 Our
internet website address 1s www rexnord com We make available free of charge, on or through our mtemet website, as soon as reasonably pracucable after
they are electronically filed or furmished to the Securities and Exchange Commussion {the “SEC™), our annual reports on Form 10-K, quarterly reports on
Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furmished pursuant to Section 13(a) or 15(d) of the Exchange Act Copies
of any matenals that we file with the SEC can also be obtained free of charge through the SEC's website at www sec gov The SEC's Public Reference Room
can be contacted at 100 F Street, N E , Washington, D C 20549, or by calling 1-800-732-0330 In addmon, the (1) charters for the Audit, Corporate
Governance and Nomimating, and Compensation Commitees of our Board of Directors, (11} our Corporate Governance Guidelines, and (1) our Code of
Business Conduct and Fthics are also available on our website We will also post any amendments to these documents, or information about any waivers
granted to directors or exccutive officers with respect to the Code of Ethics, on the our website at the above web address Our mternet website and the
information contained on or connected to that site are not incorporated by reference into this Form 10-K
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Our Company

Rexnord 1s a growth-onented, multi-platform industral company with what we believe are leading market shares and haghly trusted brands that serve a
diverse array of global end markets Our heritage of innovation and specification have allowed us to provide highly engincered, mission cntical sotutions to
customers for decades and affords us the privilege of having long-term, valued relationships with market leaders We operate our company m 3 disciplined
way and the Rexnord Business System (“RBS"™) 15 our operating philosophy Grounded 1n the spinit of continuous improvement, RBS creates a scalable,
process-based framewaork that focuses on driving supenior customer sausfaction and financial results by targeting world-class operating performance
throughout all aspects of our business

Our strategy 15 to build the Company around multiple, global strategic platforms that participate n end markets with sustainable growth charactenistics '
where we are, or have the epportunity to become, the industry leader We have a track record of acquiring and integrating companies and expect to continue to
pursue strategic acquisitions within our extsting platforms that will expand our geographic presence, broaden our product lines and allow us to move 1nto
adjacent markets Over time, we anueipate adding additional strategic platforms to our company Currently, our business 1s comprised of two platforms,
Process & Motion Control and Water Management

We believe that we have one of the broadest portfolios of highly engineered, mission and project cntical Process & Motion Control products 1 the
industnal and aerospace end markets Our Process & Motion Control product portfolio includes gears couphings, 1ndustrial bearings, aerospace beanngs and
seals, FlatTop™ chain, engineered chain and conveying equipment Our Water Management platform 1s a leader in the mulu-bilhon dollar, specification-
driven, commerctal construction market for water management products Through recent acquisittons we have gamed cntry nto the municipal water and
wastewater treatment markets Our Water Management product portfoho inctudes professional grade specification drunage products, flush valves and faucet
products, backflow prevention pressure release valves, PEX piping and engineered valves and gates for the water and wasiewater treatment market

Our products are generally ‘specified * of requested by end users across both of our strategic ptatforms as a result of thewr rehiable performance m
demanding environments, our custom application engineening capabilities and our ability to provide global customer support Typically our Process &
Motion Control products are mmally incorporated into products sold by erigmal equipment manufacturers { ‘OEMs"} or sold to end users as cnitical
components in large complex systems where the cost of failure or downtime 15 high and thereafter replaced through industrial distributors as they are
consumed or require replacement

The demand for our Water Management products 1s primanly driven by new infrastructure, the rero-fit of existing structures to make them more
encrgy and water efficient, commercial construction and, to a lesser extent, residential construction We believe we have become a market leader 1n the
industry by meeting the stnngent third party regulatory, building and plumbing code requirements and subsequently achicving specification ot our products
into projects and applications

We are led by an expenenced, high-caliber management team that employs RBS as a proven operating philosophy to dnve excellence and world-class |
performance 1n all aspects of our business by focusing on the * Voice of the Customer™ process and ensunng superior customer satisfaction Our globat I
footprint cncompasses 36 prinuipal Process & Motion Control manufacturing, warehouse and reparr faciliies located around the world and 25 principal Water
Management manufacturing and warehouse facilities which allow us to meet the needs of our increasingly global customer base as well as our distribution
channel partners !

On July 21 2006 (the ‘Merger Date™} affilates of Apollo, George M Sherman and centain members of management acquired RBS Global through the
merger of Chase Merger Sub, Inc , an mdirect wholly-owned subsidiary of an Apollo affiliate Rexnord Corporation with and into RBS Global and RBS
Global became an indirect, wholly-owned subsidiary of Rexnord Corporation
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Our Platforms
Below 15 a summary of our net sales by segment and geographic region

(dollars in millions)

Year Ended March 31, 2012

United States Eunrope Rest of World Total Met Sales

Process & Motion Control $ 8476 $ 2519 3 2366 $ 1,336 1
% of net sales 63 4% 18 9% 17 7% 100 0%

Water Management 478 8 873 674 6335
% of net sales 75 6% 13 8% 10 6% 100 0%

Consolidated $ 1,326 4 3 3392 3 3040 $ 1,969 6
% of net sales 67 4% 17 2% 15 4% 100 0%

See more information regarding our segments and sales by geography within Part I Item 8, Note 19 to the Consolidated Financial Statements
Process & Motion Controf

Our Process & Motion Control platform designs, manufactures, markets and services specified, highly-engineered mechanical components used within
complex systems where our customers' reliability requirements and cost of falure or downtime 13 high The Process & Motion Control product pertfoho
weludes gears, couplings, industrial beanngs, aerospace bearmgs and seals, FlatTop™ chain, engieered chain and conveying equipment and are marketed and
sold globatly under several brands, including Rexnord &, Rex®, Falk * and Link-Belt® We sell our Process & Motion Control products into a diverse group of
attractive end markets, including mming general industrial applications, cement and aggregates agnculture, forest and wood products, petrochermical, energy,
food and beverage, acrospace and wind energy

We have established long-term relationships with OEMs and end users serving a wide vaniety of mdustnes As a result of our long-term relationships
with OEMs and end users, we have created a significant installed base for our Process & Motion Control products, whech are consumed or worn 1n use and
have a relatively predictable replacement cycle We believe this replacement dynamic dnives recurnng after market demand for our products We estimate that
approximately 50% of our Process & Motion Control net sales are to distnbutors, who pnmanily serve the end user/OEM after market demand for our
products

Most of our products are critical components 1n large scale manufacturing processes, where the cost of component failure and resulting down trme 1s
high We believe our reputation for supenor quality, application expertise and abihity to meet lead nme expectations are highly valued by our customers, as
demonstrated by their preference to replace their worn Rexnord products with new Rexnord products, or ‘hke-for-like” product replacements We believe this
replacement dynamic for our products, combined with our sigmficant installed base, enables us to achieve premum pricing, generates a seurce of recurrng
revenue and provides us with a competitive advantage We believe the majonty of our products are purchased by customers as part of their regular
mamtenance budget, and in many cases do not represent sigmificant captal expenditures

Water Management

Our Water Management platform designs, procures, manufactures and markets products that provide and enhance water quality, safcty, flow control
and conservation The Water Management product portioho mcludes professional grade specification drainage products, flush valves and faucet products,
engineered valves and gates for the water and wastewater ireatment market and PEX piping and are marketed and sold through widely recognized brand
names, including Zumn ®, Wilkins®, VAG #, GA*, Rodney Hunt * and Fontaine®

Over the past century, the businesses that comprise our Water Management platform have established themselves as innovators and leading designers,
manufacturers and distnbutors of hughly engineered products and solutions that control the flow delwvery, treatment and conservation of water to the
infrastructure construction, commercial construction and, to a lesser extent, the restdennal construction end markets Segments of the infrastructure end
market include municipal water and wastewater, transportation, government, health care and education Segments of the commercial construction end market
include lodgmng, retarl, dming, sports arenas, and warehouse/office The demand for our Water Management products 1s primarily driven by new
infrastructure, the retro-fit of existing structures to make them more energy and water efficient commercial construction and, to a lesser extent, residential
construction
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Our Water Management products are principally specification-driven and project-critical and typically represent a low percentage of the overall project
cost We believe these characteristics, coupled with our extensive distnbution network, create a high level of end user loyalty for our products and allow us to
matntain leading market shares in the majoruty of our product ines We believe we have become a market leader m the industry by meeting the strngent
country specific regulatory, building and plumbing code requirements and subsequently achieving specification of our products mto projects and applications
The majonty of these stringent testing and regulatory approval processes are completed through the University of Southern California (“USC’ }, the
[nternational Association of Plumbing and Mechanical Codes (*[APMO™), the National Sanitation Foundation ( *NSF ), the Underwruers Laboratories
(*UL™), Factory Mutual (“FM™), the Amencan Waterworks Association { ‘AWWA™) pnior o the commercizhzation of our products

Qur Water Management platform has an extensive network of approximately |,100 independent sales representatives across approximately 210 sales
agences i North Amenca and 240 durect sales and marketing associates in 18 countnies outside of North America who work with local engineers,
contractoss, builders and architects to specify our products for use in construction projects Appreximately 85% of our Water Management platform net sales |
come from products thal are specified for use 1n projects by engineers, contractors owners or architects Specifically, it has been our expenence that, once an
architect, engineer, contractor or owner has specified our product with satisfactory results, that person will generally continue to use our preducts in future
projects The inclusion of our products with praject specificattons, combined with our ability to innovate, engineer and dehver products and sysiems that save
time and money for engineers contractors, builders and architects, has resulted 1n growing demand for our products Qur distnbution model 1s predicated
upon mamntaining hgh product availability near our customers We believe that this model provides us with a competitive advantage as we are able to meet
our custemer demand with local inventory at significantly reduced lead ttmes as compared to others 1n our industry

Qur MarKets

We evaluate our competitive postiion in our markets based on avalable market data, relevam benchmarks compared to our relative peer group and
mdustry trends We generally do not participate in segments of our served markets that are thought of as commodities or in applications that do not require
differentiation based on product quality, rehabihity and 1nnovation In both of our platforms, we believe the end markets we serve span a broad and diverse
array of commercial and industrial end markets with solid fundamental long-term growth characteristics

Process & Moton Control Market

Within the overall Process & Motion Control market, we estimate that the addressable North Amencan market for our current product offenings 1s
approximately $5 0 billion 1n net sales per year Globally we esumate our addressable market to be approximately $12 0 bilkon in net sales per year The
market for Process & Motion Control products ts very fragmented with most panticipants having single or ltmited product lines and serving speaific
geographic markets While there are pumerous Lompetitors with hmited product offenings there are only a few national and international competitors of a size
comparable to us While we compete with certain domestic and 1ntemational competitors across a portion of our product ines we do not beheve that any one
compentor directly competes with us on all of our product lines The industry's customer base 1s broadly diversified across many sectors of the economy We
believe that growth in the Process & Motion Control market is closely ted to overall growth in mdustnal production which we beheve has fundamental and
significant long-term growih potential In addition we beligve that Process & Motion Control manufacturers who 1nnovate to meet the changes in customer
demands and locus on higher growth end markets can grow at rates faster than overall Untted States industnal production

The Process & Motion Control market 1s also charactenized by the need for sophisticated enpineening expenence, the abihity to produce a broad number
of miche products with very little lead ime and long-standing customer relauonships We beheve entry into our markets by competitors with lower labor costs,
mcluding foreign competitors will be limuted due to the fact that we manufacture highly speciahzed niche products that are entical components n large scale :
manufacturing processes In addition, we believe there 1s an industry trend of customers increasingly consohdating their vendor bases, which we beheve
should allow suppliers with broader product offerings such as ourselves to capture additional market share

Water Management Market

Within the overall Water Management market, we estimate that the addressable North Amencan market for our current product offenings 1s
approximately 32 3 billion 1n net sales per year Globally we estimale our addressable market to be approximately $5 3 billion 1n net sales per year We
believe the markets in which our Water Management platform partieipates are relatively fragmented with competitors across a broad range of 1ndustries and
product lings Although competition exists across all of our Water Management businesses we do not believe that any one compettor directly competes with
us across all of our product fines We belicve that we can continug o grow our plattorm at rates above Lhe growth rate of the overall market and the growth
rate of our competilion, by locusing our efforts and resources towards end markets that have above average growth charactenstios
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We belteve the areas of the Water Management industry 1in which we compete are tied to growth i infrastructure and commercial construction, which
we believe have signmificant long-term growth fundamentals Histoncally, the infrastructure and commercial construction industry has been more stable and
less vainerable to down-cycles than the residential construction mdustry Compared to residential construction cycles, downtumns in infrastructure and
commercial construction have been shorter and less severe, and upturns have lasted longer and had higher peaks in terms of spending as well as umits and
square footage In addition, we believe that water management manufacturers with mnovative products, like ours, are able to grow at a fasier pace than the
broader infrastructure and commercial construction markets, as well as mitigate downtums n the cycle

The Water Management industry's specification-driven end markets require manufacturers to work closely with engineers, contractors, builders and
architects tn local markets across the United States to design specific applications on a project-by-project basis As a result, building and mamtainmg
relationships with architects, engineers, contractors and bwlders, who specify products for use 1n construction projects, and having flexibty in design and
product innovation are critical to compete effectively in the market Compantes with a strong network of such relationships have a competitive advantage
Speaifically, it has been our expenence that, once an engineer, contractor, builder or architect has specified our product with satisfactory results, that person
often will continue to use our products in future projects

Our Products
Process & Motion Contral Products

Our Process & Motion Control products are generally criical components in the machinery or plant i which they operate, yet they typically account
for a tow percentage of an end user's total production cost We believe, because the costs associated with Process & Motion Control product failure to the end
user can be substanttal, end users 1n most of the markets we serve focus on Process & Motion Control products with superior quality, reliabihity and
availability, rather than considering price alone, when making a purchasing decision We believe that the key to success 1 our industry 1s to develop and
maintain a reputation for quality and reliability, as well as create and mantamn an extensive distribution network, which we believe leads to a strong
preference to replace “like-for-like” products dnving recurning afiermarket revenues and market share gain

Gears

We are a leading manufacturer of gear dnves and large gear sets for the heavy duty mndustrnial market Gear dnives and gear sets reduce the output speed
and increase the torque from an electronic motor or engine to the level required to drive a particular piece of equipment Our gear drives, service and gear sets
are used 1n a number of heavy duty industries These pnimary industnes include the natural resource extraction, steel, pulp and paper, chemical, forest and
wood industries We manufacture a wide range of heavy duty, medmum and hght duty gear drives used for bulk matenal handling, mixing, pumping and
general gearing applications We also operate a gear service and repair business through our Product Service group (Prager™ and Renew * )

Couplings

Couplings are primanly used in high-speed, high-torque applications and are the interface between two shafts that permut power to be transmutted from
one shaft to the other Our couplings are sold to a vanety of end markets, including the petrochemical and refining, wood processing, chemical, power
generation and natural resources industnies Couplings are compnised of the gnd, flexible dise, elastomerte and gear product Lines and are sold under the
Steelflex®, Thomas #, Omega®, Rex ® Viva* Wrapflex *, Lifelign®, True Torque ¥, Addax* and Autogard * brand names

Industrial Bearings

Industrial bearings are components that support, gmde and reduce the frictton of motion between fixed and moving machme parts These products are
primarily sold for use in the mimng, aggregates, forest and wood products, construction equipment, and agncultural equpment industries Indusinal beanngs
are sold either mounted or unmounted We pnmanly produce mounted bearings, which are offered 1n a vaniety of specialized housings to suit specific
industnal apphications and generally command higher margins than unmounted beanngs




Table of Contents

FlatTop

Our FlatTop™ chain 15 a highly-engineered conveyor chain Lhat provides a smooth continuous conveying surface that 1s critical to high-speed
operations such as those used (o transport cans and bottles beverage-hlling operations, and 1s pnmarnly sold to the food and beverage, consumer products,
warchousing and distribution, and parts processing industries

Aeraspace Beanngs and Seals

We supply our aerospace bearings and seats to the commercial arrcraft. mmilitary arcraft and regional jet end markets for use m door systems, engine
accessories, engine comirols, engime mounts, (ight control systems, gearboxes, landimg gear and rotor pitch contrels The majonity of our sales are to engine
and airframe OEMs that speaity our Process & Motion Control products for their awrcrafl platforms Our aerospace beanngs and seals products consist of
rolling element aicframe beanngs sold under the Shafer* brand name, slotted-entry and split-ball shding bearings sold under the PS1* brand name and
aerospace seals that are sold under the Cartriseal® brand name which are prnimanly soid for use n both aerospace and industnal appltcations

Special Components

Our special components products are compnsed of three primary product hnes electne motor brakes, mimature Process & Motion Conirel components
and secutity devices for utility compames These products are manufactured by our niche businesses Stearns, W M Berg and Highfield Stecams’ products are
used 1n a diverse range of applications, including steel mlls, o1l ficld equipment, pulp processing equipment, large textile machines, rubber mills, metal
forming machinery and dock and pier handling equipment W M Berg sclls its products to a vancty of markets, including aerospace, semiconductor, medical
equipment robotics, mstrumentation, office equipment and satclhite commumications Elhighfield’s products are sold to a vanety of markets ctuding electrc,
gas, waler telecommumications, utilities and plumbing and heating

Conveying Equipment and Engineered Chamn

Our conveying equipment and tndustnal cham products are used 1 varous applications in numerous industnes including food and foed processing
beverage and container miming, construction and agncultural equipment, hydrocarbon processing and cement and aggregates processing Our primary
products include (1) cenveying equipment (11} engineered stec] chain, and (11} roller chain Our conveying equipment product group provides design,
assembly, installation and after-lhe-sale services prtmarily to the mining, cement and aggregates industnes [ts products include engineered clevators,
conveyors and components for medium to heavy duty matenal handling applications Our engineered steel chawn products which are sold under the Link-
Belt* and Rexnord® brand names, are designed and manufactured to meet the demands of customers’ specific applications These products are used in many
applications including cement elevators, construction and mining equipment and conveyors, and they are supplied to the cement and agpregates, energy, food
and beverage, and forest and wood products industrtes

Water Management Products

Watcr Management products tend to be project-critical highly-engineered and high value-add and typically are a low percentage of overall project
cost We believe the combination of these fuatures creates a high level of end user loyalty Demand for these products 15 influenced by regulatory, building
and plumbing code requircments Many Water Management products must meet the stringent country specific regulatory butlding and plumbing code
requirements prior to the commercrahization of our products (for example, USC, IAPMO NSF,UL, FM and AWWA) In addition, many of these products
must meet detailed specifications set by water management engineers contractors, builders and architects

Specificanon Drainage

Speeification drawnage products are used 1o control storm water, process water and potable water i vanous commercial, industnal, civil and irmgation
applications This product hine includes pomnt drams (such as rood drains and floor drains), linear drainage systems, interceptors hydrants, fixture carner
systems, chemical dramnage systems and light commercial drainage products

Water Control and Safety

Our water control and safety products arc sold under the Walkins® brand name and encompass a wide variety of valves including backflow preventers,
fire system valves, pressure reducing valves and thermostatic mixing valves These products are designed to meet the stringent requiremnents of independent
test labs such as the Foundation for Cross Connection Control and Hydraulic Research at USC NSF UL and FM, and are sold into the commercial and
industnal constniction applications as well as the fire protection, waterworks and 1mgation end markets
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Commercial Brass

Zum's commercial brass products include manual and sensor operated flush valves marketed under the Aquaflush®, AquaSense® , AquaVantage® and
HydroVantage™ brand names and heavy duty commercial faucets marketed under the AquaSpec® brand name Innovative water conserving fixtures are
marketed under the EcoVantage® and Zurn One® brand names These products are commonly used in office butldings, schools, hospitals, airports, sports
facifities, convention centers, shopping malls, restaurants and (ndustrial production bmldings The Zurn One Systems® integrate commercial brass and fixtures
into complete, easily custormzable plumbing systems and thus provide a valuable ime and cost-saving means of delivering commercial and institutional
bathroom fixtures The EcoVantage® fixture systems promote water-efficiency and low consumption of water that deliver savings for building owners in new
constructton and retro-fit bathroom fixture nstallations

PEX

PEX ts our product line manufactured out of cross-linked polyethylene into tubing and 1s well-suited for high temperature and pressure flud
distnibution piping Our PEX products include complete lines of pipe, fittings, valves and nstallation tools for both potable water and radiant heating systems
These systems are engincered to meet stringent NSF requirements

Water and Wastewater

Our water and wastewater products are sold under the VAG* , GA®, Rodney Hunt® and Fontaine® brand names and are used to control the flow of
water and wastewater throughout the water cycle from raw water through collection, distnbution and wastewater treatment These products are highty
specified destgned and manufactured Products include automatic control valves, check valves, air valves, butterfly valves, water contro] gates, hydrants,
actuation systems, and other specialized products for municipzl, industnal, and hydropower applications Qur comprehensive product lines are primanly sold
o the growing and less-cychcal water supply and treatment markets worldwide

Acqgmsitions and Transactwns
Rexnord has grown significantly in recent years by means of acquisinons Information regarding some of our recent acquisitions follows
VAG Holding Acquisition

On October 10, 2011, we acquired VAG Holding GmbH (*VAG™) for a total cash purchase price of $238 6 mulhion net of cash acquired and excluding
transaction costs VAG 15 a global leader 1n engineered valve solutions across a broad range of applications, including water distnbution, wastewater
treatment, dams and hydropower generation, as well as vanous other industrial applications This acquisition expanded the Company's Water Management
plattorm and allows us to further expand 1nto key markets outside of North Amenca Our financial position and results of operations nclude YAG subsequent
to October 10, 2011

Auatogard Acquisition

On Apnl 2, 2011, we acquired Autogard Holdings Limited and affilates { Autogard™) for a total cash purchase price of $18 2 rmillion net of cash
acquired Autogard 1s a European-based manufacturer of torque limiters and couphings The acquisition further expands our global Process & Motion Control
platform and will allow us to provide increased capabilities and support to our global customer base Our financial position and results of operations include
Autogard subsequent to Apnil 2, 2011

Mecamca Falk Acquisttion

On August 31, 2010, we acquired full control of Mecanica Falk, a joint venture 1n which we previously maintained a 49% non-controlling interest tor
a $6 | mullion seller-financed note Located in Mexico City, Mexico, Mecanica Falk primanly serves as a distnbutor of our extsting Process & Motion
Control product lines in Latin America The acquisition of the remainmg 51% interest in Mecanica Falk expanded our international presence through a more
direct ownership structure The financtal positton and results of operations of Mecanica Falk have been wholly consohdated subsequent lo August 31, 2010

Fontaine Acquivition

On February 27, 2009 we acquired the stock of Fontaine for a total purchase price of $24 2 million, net of $0 6 miilion of cash acquired This
acquisition further expanded our Water Management platferm Fontaine manufactures stainless steel shide gates and other engineered flow control products
for the municipal water and wastewater markets Fontaine 1s included 1n our financial pesition and results of eperations subsequent to February 28, 2009
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GA Acquisinon

On January 31, 2008, we utilized existing cash balances to purchase GA for $73 7 million, net of 33 2 rmlhion of cash acquired This acquisiion
expanded our Water Management platform into the water and wastewater markets, specifically n municipal, hydropower and industnal environments GA 1s
comprised of GA Industnes and Rodney Hunt GA Industries 1s a manufacturer of automatic control valves, check valves and air valves Rodney Hunt, its
wholly owned subsidiary a1 the hme of closing, 1s a leader in the design and manufacturer of sluice/shde gates, butterfly valves, cone valves and actuation
systems GA 15 meluded i our financial position and results of operations subsequent to February 1, 2008

Zurn Acquisition

On February 7, 2007, we acquired Zum from an affiliate of Apollo for a cash purchase price of $942 5 million, including transaction costs The
purchase pnee was financed through an equity investment by Apollo and sts affiliates of approximately $282 0 million and debt financing of approximately
$669 3 million This acquisition created a new strategic water management platform for the Company Zum 1s a leader 1n the multi-billion dollar commercial
construction and replacement market for plumbing fixtures and fittings 1t designs and manufactures plumbing products used 1 commercial and industnal
construction, renovation and facitiies maintenance markets in North America, and holds a leading market position across most of 1ts businesses Zurmn 1s
included wn our financial positon and results of operations subsequent to February 8, 2007

Apollo Transaction

On July 21, 2006, certain affiliates ot Apollo and certain members of management purchased RBS Global from The Carlyle Group for approximately
$1 825 bithon, excluding transaction fees, through the merger of an entity formed and controlted by Apollo, with and into RBS Global The Apollo
acquisttion was financed with (1) $1,430 7 million of debt and (1) $475 0 nullion of equity contnbutions (consisting of a $438 0 mulhon cash contnbution
from Apollo and 337 0 mulien of rellover stock and stock options held by management participants)

Falk Acquisition

On May 16, 2005, we acquired the Falk Corporation (“Falk™) from Hamilton Sundstrand, a division of United Technologies Corporatton, for
%301 3 million {3306 2 mullion purchase price e luding related expenses, net of cash acquired of $4 9 mullion) and the assumption of certain habilities Falk
1s a manufacturer of gears and lubncated couplings and 15 a recognized leader 1n the gear and coupling markets The Falk acquisition sigmificantly enhanced
our position as a leading manufacturer of highly engineered Process & Motion Control products By combining our leadership positions i FlatTop™ chai,
industrial beanngs, non-tubnicated couphings and industnal chain with Falk's complementary lezdership positions mn gears and lubnicated couplings, as well as
a growng gear repair business, the Falk acquisition resuited in a comprehensive, market-leading product portfolio that we believe to be one of the broadest in
the Process & Motion Control industry Falk 1s included 1n our financial position and results of operations for all perwods presented herem

Divestiture

in addition to making acquisitions, we from time to time review our operattons to determine whether it would be 1n our interest to dispose of nan-core
business units, and make strategic dispositions 1f and when appropnate For example, on July 19, 2011, we sold substantially all of the net assets of a non-
matenal, underperforming business within our Process & Mouion Control segment based 1in Germany for a total sale price of $§4 5 milhon (83 9 million
recerved to date and $0 6 million to be received in future pertods) (the “divestiture™) We recorded a pre-tax loss on divestiture of approximately 56 4 million
during fiscal 2012, which 1s subject to a final working capital settlement Qur financial position and resulis of operations include the divestiture up to Juky 19,
2011

Customers
Process & Motion Control Customers

Qur Process & Mation Control components are erther incorporated into products sold by OkMs or sold to end users through industnial distributors as
aftermarket products While approximately 50% of our Process & Mouon Control net sales are aftermarket OEMs and end users ultimately drive the demand
for our Process & Motion Control products With more than 2,600 distributor locations worldwide, we have one of the most extensive distnibution netwarks in
the industry The largest of our Process & Motion Control industrial distnbutors, which 1s also our largest customer, accounted for approximately 7 3%, § 0%,
and 7 1% of consolidated net sales duning the years ended March 31, 2012, 2011, and 2010, respectively

Rather than serving as passive conduits for delivery of product, our industrial distnbutors participate n the overall competitive dynamie in the
Process & Motion Control industry Industnal distributors play a role in determining which of our Process & Motion Control products are stocked at thewr
distributor centers and branch locations and, consequently, are most readily accessible to aftermarket buyers, and the pnce at which these products are sold

10
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We market our Process & Motion Control products both to OEMs and directly to end users to create preference of our products through end user
specification We believe this customer preference 15 important 1n differennating our Process & Metion Control products from our competitors’ products, and
preserves our ability to create channel partnerships where distributors will recommend Rexnord products to OEMs and end users In some mstances, we have
established a relationship with the end user such that we, the end user, and the end- user's preferved distrnbutor enter nto a trilateral agreement whereby the
distibutor wall purchase our Process & Moton Control products and stock them for the end user We believe our extensive product portfolio positions us to
benefit from the trend towards rationalizing suppliers by industrial distributors

Water Management Customers
Our Water Management products are branded under the Zurn, VAG, GA, Rodney Hunt and Fontane tradenames

Our products sold to customers in our commercial construction, infrastructure and residential construction end markets are distributed through
independent sales representatives, plumbing wholesalers and industry-specific distnbutors n the food service, mdustnal, janitorial and sanitation industries

Our independent sales representatives work with wholesalers to assess and meet the needs of building contractors They also combine knowledge of
our products, installation and delivery wath knowledge of the local markets to provide contractors with value added service We use several hundred
independent sales representatives nationwide, along with a network of approximately 90 third-party warehouses, to provide our customers with same-day
service and quick response times

Water and wastewater end users primanly consist of municipalities Our independent sales representatives, as well as approximately 240 direct sales
and marketing associates, work with these end users, as well as their general contractors and engineening fimms, to provide them wath the engmeered solutions
that meet their needs VAG, GA, Rodney Hunt and Fontatne benefit from strong brand recogrution m the industry, which 1s further bolstered by a strong
customer propensity to replace “like-for-like” products

In addition to our domestic Water Management manufacturing facilities, we have maintained a global network of independent sources that
manufacture high quality, lower cost component parts for our commercial and institutional products These sources fabricate parts to our specificanons usmg
our proprietary designs, which enables us to focus on product engineering, assembly, testing and quality control By closely momtoring these sources and
through extensive product testing, we are able to maintain product quality and be & cost competitive producer of commercial and institutional products

Product Development

The majonty of our new product development begins with our extensive “Voige of the Customer” process We have a team of approximately 350
engineers and technical employees who are orgamvsed by product line Each of our product lines has techmical stafY responstble for product development and
applicateon support The Rexnord Innovation Center provides additional support through enhanced capabilities and specialty expertise that can be utiltzed for
product innovation and new product development The Rexnord innovauon Center 15 a certified kab comprised of approximately 30 specialists that offers
testing capabihty and support during the development process to atl of our product lines Our existing pipeline and continued investment 1n new product
development are expected to drrve revenue growth as we address key customer needs

In both of our Process & Motion Control and Water Management platforms, we have demonstrated a commitment to developmg technologically
advanced products within the industries we serve In the Process & Motnon Control platform, we had approximately 200 and approximately 900 active United
States and foreign patents, respectively, as of March 31, 2012 In addiion, we thoroughly test our Process & Mation Control products to ensure their quality,
understand their wear charactenistics and improve their performance These practices have enabled us, together with our customers, 10 develop reliable and
functional Process & Mot:on Control solutions In cur Water Management platform, we had approximately 90 and approximately 80 active Umited States and
foreign patents, respectively, as of March 31, 2012 Product innovation 15 crucial 1 the commercial and nstitutional plumbing products markets because new
products must continually be developed to meet specifications and regulatory demands Zum's plumbing products are known in the industry for such
mnovation Dunng fiscal 2012 our total investment in research, development and engineenng was $37 8 mullion, or approximately 2% of net sales
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Rexnord Business System (“RBS™)

We operate our company 1n a disciphned way The Rexnord Business System 15 our operating philosophy and 1t creates a scalable, process-based
framework that focuses on driving superior customer satisfacuon and financtal results by targeting world-class operating performance RBS 15 based on the
following principles (1) strategy deployment-a long-term strategic plantung process that determines annual improvement prionities and the actions necessary
to achieve those prionities, (2) measuring our performance based on customer satisfaction, or the “Voice of the Customer,” (3} involvement of all our
assoctates 1n the execution of our strategy, and (4) a culture that embraces Kaizen, the Japanese philosophy of continuous impravement We believe applying
RBS can yield superor growth, quality, delivery and cost positions relative to our competition, resulting m enhanced profitability and ulimately the creatton
of stockholder valug As we have applied RBS over the past several years, we have experienced significant improvements m growth, productivity, cost
reduction and asset efficiency and beheve there are substantial opportumties to continue to 1mprove our performance as we continue to apply RBS

Supphiers and Raw Materials

The principal matenals used 1n our Process & Motion Control and Water Management manufacturing processes are commodities and components
available from numerous sources The key materals used 1n our Process & Motion Control manufacturing processes include sheet, plate and bar steel,
castings, forgings, hrgh-performance engineered plastic and a vanety of components Within our Water Management platform, we purchase a broad range of
materials and components throughout the world m connection with cur manufacturing activities that include bar steel, brass, castings, copper, zine, forgings,
plate steel, high-performance engineered plastic and resin Our global sourcing strategy is to mamtan alternate sources of supply for our important materials
and componenis wherever possible wathin both our Process & Motion Control and Water Management platforms Historically, we have been able to
successfully source matenals, and consequently are not dependent on a single source for any significant raw matenial or component As a result, we belteve
there 15 a readily available supply of materals in sufficient quantity from a variety of sources to serve both our short-term and long-term requirements
Additionally, we have not experienced any sigraficant shortage of our key materials and have not histonically engaged in hedging transactions for commodity
supplies We generally purchase our materials on the open markel However, 1n certam suuations we have found 1t advantageous (o enter nto contracts for
certain commodity purchases Although currently we are not a party (o any unconditional purchase obligations, including take-or-pay contracts or through-put
contracts these contracts generally have had one 1o five-year terms and have contained compentive and benchmarking clauses to ensure competitive pricing

Backlog

Our backlog of unshipped orders was 3490 million and $388 milhion at March 31, 2012 and 2011 , respectively, which refiects approximately $78
million from the VAG acquisition and the effect of the divestiture, n fiscal 2012 Approximately 6% of our backlog at March 31, 2012 15 currently scheduled
to ship beyond fiscal 2013 See Risk Factor utled *We could be adversely affected 1f any of our significant customers default 1n their obligations to us™ within
Part | Item 1A of this report for more information on the nisks associated with backlog

Seasonality

We do not experience sigmficant seasonality of demand for our Process & Motion Contrel products although sales generally are shghtly higher during
our fourth fiscal quarter as our customers spend against recenily approved capital budgets and perform maintenance and repairs in advance of spring and
summer activity Qur Process & Motion Control end markets also do not expenience sigmificant seasonality of demand

Demand for our Water Management products 1s primarily driven by commereal construction activity, remodeling and retro-fit opportumities, and to a
lesser exient, new home starts as well as water and wastewater infrastructure expansion for municipal, industrial and hydropower applications Accordmgly,
weather has an 1mpact on the cychcality of certain end markets With the exception of our remodeling and retro-fit opportunities, weather 15 an important
variable as it sigmficantly 1mpacts construction Spring and summer months in the United States and Europe represent the main construction season for
ncreased construction 1n the commercial and institutional markets, as well as new housing starts As a result, sales generally decrease shightly m the thard and
fourth fiscal quarters as compared to the first two quarters of the fiscal year The autumn and winter months generally impede censtruction and mstallation
activity

Our business also depends upon general economme conditions and other market factors beyond our control, and we serve customers n cyclical
industnes As a result our operating results could be negatively affected during economic downturns  See further information within “Rusk Factors-Rasks
Related to Our Business-Our bustness depends upon general econormic conditions and other market factors beyond our control, and we serve customers in
cyclical industries As a result, our operating resuits could further be negatively affected duning any continued or future economic downturns ™
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Employees

As of March 31, 2012, we had approximately 7,400 employees, of whom approximately 4,300 were employed i the United States Approximately 535
of our Umited States employees are represented by labor umons The five United States collective barganing agrecments 1o which we are a party have
expiration dates between April 2012 and November 2016 Although one of the collective bargaiming agreements expired in April 2012, the parties continue to
operate under 1ts terms while negotiating a new agreement Addionally, approximately 2,100 of our employees reside in Europe, where trade umon
membership 18 common We belteve we have a strong relationshup with our employees, including these represented by labor unions

Environmental Matters

Our operations and facilities are subject to extensive federal, state, local and foreign laws and regulations related to pollution and the protection of the
environment, health and safety and natural resources, imncluding these governing, amang other things, emissions to air, discharges to water, the use, generation,
handling, storage, treatment and disposal of hazardous substances and wastes and other matenals, and the remed:ation of contaminated sites We have
incurred and expect to continue 10 ncur significant costs to maintain or achieve comphance with these requirements The operation of manufacturing plants
entatls nsks in these areas, and a failure by us to comply with applhicable environmental laws, regulations or to obtain and comply with the permuts required
for our operations, could result in ¢ivil 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 capital or operating costs of cleanup, or regulatory or judicial orders enjoming or curtailing operations or
requiring corrective measures, including the mstailation of pollution control equipment or remedial acions Moreover, (fapplicable environmental, health and
safety laws and rcgulatons, or the interpretation or enforcement thercof, become more stningent 1n the future, we could incur capital or operating costs beyond
those currently antcipated

Some environmental laws and regutations, mcluding the federal Superfund law, impose liability to investigate and remediate contamination on present
and former owners and operators of facilities and sites, and on PRPs for third-party sites to which such PRPs may have sent waste for disposal Such hability
can be imposed without regard to fault and, under certain circumstances, may be joini and several resulting 1n one PRP being held responsibie for the entire
obligation Liability may also include damages to natural resources We are currently conducting or are otherwise mvolved 1n investigations and/or cleanup of
known or polential contamination at certain of our current or former facilities, and have been named as a PRP at certain third party Superfund sites See Part 11
ltem 8, Note 18 - Commtments and Contingencies to our audited consolidated financial statements included elsewhere in this annual report for further
discussion regarding our Downers Grove, lilinos facihty and the Ellsworth Industnal Park Site The discovery of additional contamination, including at
acquired facilities or operations or the imposition of more stnngent cleanup requirements, could require us 1o make significant expenditures n excess off
current reserves and/or available indemmification Inn addition, we occasionally evaluate vanous alternatives with respect to our tacihties, meluding possible
dispositions or closures Investigations undertaken in connection with these activihies may lead to discoveries of contamnation that must be remediated, and
closures of facilities may tnigger remediation requrements that are not applicable to operating facilites We also may face hability 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 so1l or ground water at our current or former facilities
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ITEM 1A RISK FACTORS

We have identified the following material risks to our business The risks described below are not the only nsks facing us  Additional risks and
uncertamnties not currently known to us, or those nsks we currently view to be immatenal, may also matenally and adversely affect our business, financial
condifion or results of operations If any of these nsks matenalize, our business, financial condition or results of operations could be matenally and adversely
affected

Our substantial indebtedness could adversely affect our abiluy to raise additional capital to fund our operations, limit our ability to react to changes n the
economy or our industry and prevent us from making debt service payments

We are a highly leveraged company As of March 31, 2012 we had $2,423 7 million of outstanding indebtedness In April 2012, we completed our
mitial public offering and used a portion of the proceeds to retire $300 0 mullion of senior subordinated notes, reducing our outstanding indebtedness to
$2,123 7 milhon Our ability to generate sufficient cash flow from operations to make scheduled payments on our debt will depend on a range of economic,
competiive and business factors, many of which are outside our contral 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 improvemenis may not be realized on schedule, or at all If we are unable to
meet our expenses and debt service and other obhigations, we may need to refinance all or a portion of our indebtedness on or before matunty, sell assets or
raise equity Furthermore, Apollo has no obligation to provide us with debt or equily 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 hquidity Our mability to generate sufficient cash flow to satisfy our debt obligations or to
refinance our obhigations on commercially reasonable terms would have a matenal adverse effect on our business, financial condition, results of operations or
cash flows

Our substantial indebtedness could also have other important cansequences with respect to our ability to manage our business successfitlly, including
the following

. 1t may hemt our abihity to borrow money for our working capital, capital expenditures, debt service requirements, sirategic imtiatives or ather
purposes,
. it may make 1t more difficult for us to satsfy our obligations with respect to our indebtedness, and any failure to comply with the obhgations

of any of our debt instruments, including restnctive covenants and borrowing conditions, could result in an event of default under our senior
secured credit facilities, the indenture governing our senior 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,

L] 1t may lumt our flextbility 1n planming for, or reacting to, changes m our operations or business,

. we are and will continue to be more haghly leveraged than some of our competitors, which may place us at a competiive disadvantage,

. 1t may make us more vulnerable to further downturns 1n our business or the economy,

. 1t may restrict us from making strategie acquisitrons, introducing new technologies or exploiting business opportuntties, and

. it, along with the financial and other restrictive covenants in the documents governing our indebtedness, among other things, may limut our

ability to borrow additional funds or dispose of assets

Furthermore, our intcrest expense could increase 1f interest rates increase because a portion of the debt under our semor secured credst facilities 1s
unhedged vanable-rate debt For the last several quarters, interest rates have been subject to extreme volatlity, which may mtensity this nsk Also, we may
still incur significantly more debt, which could intensify the risks described above For more information, see Part 11 [tem 8, Note 10 - Long-Term Debt

Weak and volanle economu and financial market condions have pnpacted our business operations and may adversely affect vur resalts of operations
and financial condition.

Weak and volatile global economic and financial market conditions in recent years have affected our business operations and continuing weakness or a
further downtum may adversely affect our future results of operations and finaneial condition kconomic conditions in the end-markets, businesses or
geographic areas in which we sell our products could reduce demand for these products and result n a decrease n sales volume for a prolonged period of
tume, which would have a negative impact on our future results of operations Also, a weak recovery could protong, or resume, the negative effects we have
experienced 1n the past
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For example, sales to the construction industry are driven by trends in commercial and residential construction, housing starts and trends 1n residential
repair and remodeling Consumer confidence, mortgage rates, credit standards and availability and income levels play a significant role in driving demand m
the residential construction repair and remodeling sector A prolonged or further drop 1n consumer confidence, continued restnictions 1n the credst market or
an increase i mortgage rates, credit standards or unemployment could detay the recovery of commercial and restdential construction levels and have a
matenal adverse effect on our business, financial conditton results of operanons or cash flows This may express itself in the form of substantial dewnward
pressure on product pricing and our profit margins, thereby adversely affecting our financial results

Additionally, many of our products are used in the energy, mming and cement and aggregates markets With the recent increases and volatihty in
commodity prices, certain customers may defer or cancel anticipated projects or expansions until such time as these projects wall be profitable based on the
underlying cost of cammodities compared to the cost of the project Volatility and disruption of financial markets, as 1n recent years, could limut the ability of
our customers to obtamn adequate financing to maintain operations and may cause them to terminate existing purchase orders, reduce the volume of products
they purchase from us in the future or impact their ability to pay their receivables Adverse economic and financial market conditions may also cause our
suppliers to be unable to meet their comnutments 10 us or may cause suppliers to make changes in the credit terms they extend to us, such as shortening the
requited payment peniod for outstanding accounts receivable or reducing or ehminating the amount of trade credit available to us

Demand for our Water Management products depends on avarlability of financing

Many customers who purchase our Water Management products depend on third-panty financing There have been significant disruptions m the
availability of financing on reasonable terms Fluctuations in prevailing interest rates affect the availability and cost of financing to our customers Given
recent market conditions, some lenders and nstitutional mnvestors have significantly reduced, and in some cases ceased to provide, funding to borrowers The
lack of avalability or increased cost of credit could lead to decreased construction, which would result 1n 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 markets in which we sell our products are highly competitive

We operate n highly fragmented markets within the Process & Motion Control platform As a result, we compete against numerous companies Some
of our competitors have achicved substantially more market penetration in certain of the markets m which we operate, and some of our competitors have
greater financial and other resources than we do Competition in our business lines 15 based on a number of considerations, including product performance,
cost of transportation 1n the distnibution of our Process & Motion Control products, brand reputation quality of chent service and support, product availability
and price Addinonally, some of our larger, more sophistucated customers are attempting to reduce the number of vendors from which they purchase in order
to increase their efficiency 1 we are not selected to become one of these preferred providers, we may lose access to certam sections of the markets in which
we compete Our customers ncreasingly demand a broad product range and we must continue to develop our expertise in order to manufacture and market
these products successfully To remam competitive, we will need to invest continuously in manufacturing, customer service and support, marketing and our
distnbution networks We may also have to adjust the pnices of some of our Process & Motion Control 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 nivals, as well as many regional competitors Seme
of our competitors have greater resources than we do Significant competition in any of the markets in which the Water Management platform operates could
result 1n 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 maintam or increase the current market share of our products successfully n the future




[able of Contents

Our business depends upon general economic condittons and other market factors beyond vur controf, and we serve customers in cyclic al industries. As a
result, oar operating results could further be negatively affected during any continued or future economic downturns

Our financial performance depends, n large part, on conditions i the markets that we serve in the U § and the global economy generally Some of the
industnes we serve are lighly cycheal such as the aerospace, energy and industnal equipment industries We have undertaken cost reduction programs as
well as diversified our markets to mmitigate the effect of downtumns 1 economuc conditians, however, such programs may be unsuccessful Any susiamed
weakness i demand or downturn or uncertamnty 1n the economy generally, such as the recent unprecedented volatility 1n the capital and credit markets, would
materially reduce our net sales and profitability

The demand 1n the water management industry 1s nfluenced by new construcion activity both residential and commercial, and the level of repair and
remodeling activity The level of new construction and repair and remodeling activity 15 affected by a number of factors beyond our control, ncluding the
overall strength of the U S economy (including confidence in the U S econamy by our customers) the strength of the residential and commercial real estate
markets, institutional building activity, the age of exisung housing stock, unemployment rates and interest rates Any dechnes in commereial, institutional or
residential construction starts or demand for reptacement building and home improvement products may impact us m a material adverse manner and there can
be no assurance that any such adverse effects would not continue for a prolonged period of time

The loss of any significant customer could adversely affect our business

We have certain customers that are sigmificant to our business During fiscal 2012, our top 20 customers accounted for approximately 28 9% of our
consohdated net sales, and our largest customer accounted for 7 3% of our consolidated net sales Our competitors may adopt more aggressive sales policies
and devote greater rescurces 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 detenoration i our relationship with any of them could have a material adverse effect on our business, financial condition
results of operauons or cash flows

Increases in the cost of our raw materials, i particular bar steel, brass, castngs, copper, forgings, high-performance engineered plasic, plate steel, resin,
sheet steel and unc, as well av petroleum products, or the lovs of a substantal nuntber of our suppliers, could adversely affect our financial condinon.

We depend on third parties for the raw materials used in cur manufactunng processes We generally purchase our raw materials on the open market on
a purchase order basis These contracts generally have had one to five year terms and have contamed competiive and benchmarking clauses intended to
ensure competitive pricing While we currently maintam alternative sources for raw materials, our business 1s subject 1o the risk of price fluctuations, delays
in the delivery of and potential unavailability of our raw matenials Any such price fluctuations or delays if matenal, could harm our profitability or
operations In additzon, the loss of a substantial number of supplicrs could result in materal cost ncreases or reduce our production capacity

In addition, prices for petroleum products and other carbon-based fuel products have also stgnificantly increased recently These pnce ncreases, and
consequent increases 1n the cost of electnaity and for products for which petroleum-based products are components or used 1 part of the process of
manufacture, may substantially increase our costs for transportation, fuel, component parts and manufactunng We may not be able to recoup the costs of
these increases by adjusting our prces

We do not typically enter into hedge transactions to reduce our exposure to pnce nsks and cannot assure you that we would be successful in passing
on any attendant costs 1f these risks were to mateniahize In addition, 1l we are unable to continue to purchase our required quantizes of raw matenals on
commercially reasonable terms, or at all or if we are unable to maintain or enter 1o our purchasing coniracts for our larger commodities, our business
operations could be disrupted and our profitability could be impacted m a matenal adverse manner
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We rely on independent distnibutors. Terminanon of ene or more of our refatronships with any of those independent distnbutors or an increase in the
distrtbutors’ sales of our competitors” products could have a material adverse effect on our business, financial condstion, results of operations or cash

Sflows

In addition to our own direct sales force, we depend on the services of mdependent distributors to sell our Process & Motion Control products and
provide service and aflermarkel support 10 our OEMs and end-users We rely on an extensive distnibution network, with nearty 2,600 distnbutor locations
nationwide, however, for fiscal 2012, approxamately 21% of our Process & Motion Control net sales were generated through sales to three of our key
independent distnbutors, the largest of which accounted for 12% of Process & Mation Control net sales Rather than serving as passive conduits for delivery
of product, our industrial distnibutors are active participants in the overall competitive dynamic 1n the Process & Motion Control industry Industnal
distnbutors play a significant role 10 determining which of our Process & Motion Control products are stocked at the branch locations, and hence are most
readily accessible to aftermarket buyers, and the pnice al which these products are sold Almost all of the distributors with whom we transact bustness also
offer competiters’ products and services to our customers Within Water Management we depend on a network of several hundred independent sales
representatives and approximately 90 third-party warehouses to distnbute our products, however, for fiscal 2012, our three key independent distnbutors
generated approximately 26% of our Water Management net sales with the largest accounting for 17% of Water Management net sales

Our Process & Motion Control and Water Management distributorship sales are made on torms that we believe are consistent with customary
standards in our industry Our agreements with our distributors are generally non-exclusive and do not require mimimum volumes of purchases by the
distnbutors, with prices based on expected margins and all sales subject to credst approval, they generally contain a hmited warranty against matenal and
workmanship defects and provide for a freight allowance when minimum quantities are met In addition, certain key destributors are on rebate programs,
including our top three Water Management distnbutors

The loss of one of our key distributors or of a substantial number of cur other distributors or an increase 1n the distnbutors' sales of our competitors’
products to our customers could have a matenal adverse effect on our business financial condttion, results of operations or cash flows

We could be adversely affected if any of our sigmificant customers defanlt in their obligations 1o us.,

Qur contracted backlog 1s compnsed of future orders for our products from a broad number of customers  Defaults by any of the customers that have
placed sigmficant orders with us could have a sigmficant adverse effect on our net sales, profitabibity and cash flow Our customers may m the future default
on their obligations to us due to bankruptey, lack of hquidity, operanonal failure or other reasons derving from the current general economtic environment
More specifically the recession and tightening of credit have fed to an increased level of commercial and consumer dehngquencies, lack of customer
confidence, increased market volauhty and widespread reduction of business generally Accordingly, the recess:on and tightening of credit increases the nsks
assoctated with our backlog If a customer defaults on 1ts obligations to us, 1t could have a matental adverse effect on our business financial condition results
of operations or cash flows Approximately 6% of our backlog at March 31, 2012 15 currently scheduled to ship beyond fiscal 2013

We are subpect to risks associated with changing tec hnofogy and manufacturing techruques, which could place us at a competitve disadvantage

The successful implementation of our business strategy requires us to continuously evolve our existing products and intreduce new products to meet
customers’ needs in the industnies we sene Our products are chamctenzed by stnngent performance and specification requirements that mandate a high
degree of manufactunng and engineering expertise If we fail to meet these requirements, our business could be at nsk We believe that our customers
rigotously evaluate their supplicrs on the basis of a number of factors including product quality, price competihveness, technical and manufacturing
expertise development and product design capability, new product innovation, reliability and imeliness of dehvery, operational flexibiitty customer service
and overall management Our success will depend on our abihty to continue to meet our customers' changing specifications with respect to these crternia 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 technologicai developments to produce a sustainable
competitive advantage
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If we luse certain of our key associates or management personnel, our businesy may be adversely affected.

Our success depends on our abthity to recruit, retain and motivate highly-skilled management, sales, marketing and engmeenng personnel
Competttion for these persons 1n our industry 1s intense and we may not be able to successfully recruit, train or retawn qualified personnel If we fail to retain
and recruut the necessary personnel. our business and our ability to obtan new customers, develop new products and provide acceptable levels of customer
service could materally suffer In additon, we cannot assure you that these individuals will continue their employment with us [ any of these key personnel
were to leave our company 1t could be difficult to replace them, and our business could be matenally harmed

We may incur significant costs for environmental compiiance and/or to address hiabilittes under environmental law~ and regufations.

Our operations and facilities arc subject to extensive laws and regulations related to polluton and the protection of the environment, health and safety
including those governing, among other things, emissions ko air, discharges o water, the generation, handling, storage, treatment and disposal of hazardous
wasles and other matenals, and the remediatton of contamunated sites A fmlure by us to comply with applicable requirements or the permuts required for our
operations could result in civil or cnmunal fines, penalties, enforcement actions, third-party elaims for property damage and personal injury, requirements to
clcan up property or to pay for the costs of cleanup or regulatory or judicial orders enjouning or curtailing operations or requiring corrective measures
including the installation of pollution control equipment or remedial actions Morcover, if applicable environmental, health and safety laws and regulations, or
the interpretanon or enforcement thereof, become more stringent in the future, we could mncur capital or operating costs beyond those currently anticipated

Some environmental laws and regulations, including the federal Superfund law, impose requirements to investigate and remediate contammnation on
present and former owners and operators of facilities and sites and on potenually responsible parties ( PRPs™) for sites to which such parties may have sent
waste for disposal Such habilty can be imposed without regard to fault and, under certamn circumstances, may be joint and several, resulting 1n one PRP
being held responsible for the entire obhigation Liability may also nclude damages to natural resources We are currently conduciing or are otherwise
involved in investigations and/or cleanup of known or potential contannation 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, including at acquired facilities or operations, the imposition of more stnngent
cteanup requirements, disputes with our insurers or indemnitors or the insolvency of other responsible parties could require significant expenditures by us m
excess of our current reserves In additton, we occasionally evaluate various alternatives with respect to our faciliies, including possible dispositions or
closures I[nvesltigations undertaken in connection with these activilies may lead to discovenes of contamination that must be remediated, and closures of
facilities may trnigger remediation requirements that are not currently applicabie to our operating facthities We may also face habilaty for alleged personal
njury or property damage due (o exposure to hazardous substances used or disposed of by us, that may be contained within our current or former products, or
that arc present in the soil or groundwaler at our current or former facilines Significant costs could be incurred 1n connection with such liabihties

We believe that, subject to vanous terms and conditions, we have certain indemmification protection from Invensys ple (“Invensys™ with respect to
certain environmental liabihiies that may have occurred prior 1o the acquisition by The Carlyle Group (the ‘Carlyle Acquisiion” ) of the capital stock of 16
enlities comprising the Rexnord group of Invensys, including certain habihues associated with our Downers Grove, lhinos facility and with respect to
personal inyury claims for alleged exposure to hazardous materials associated with such facility We also believe that, subject to varnious terms and conditions
we have certain indemnification protection from Hamilton Sundstrand Corporation (*“Hamilton Sundstrand™) with respect to certatn environmental liabihties !
that may have arisen from events occurnng at Falk facihities prior to our acquisition of Falk, ncluding certain liabalities assocrated with personal inpury claims
for alleged exposure 10 hazardous matenals If Invensys or Hamilton Sundstrand becomes unable to, or otherwise does not, comply with its imdemmity
obligations, or 1f certain contammnation or other hability for which we are obligated 1s not subject o such indemmities or historic insurance coverage, we could
incur significant unantuicipated costs As a result, 11 1s possible that we will not be able to recover pursuant to these indemmities a substantial portion, 1f any, of
the costs that we may wncur which could have a matenal adverse ¢ffect on our business, financial condition, results of operations or cash flows

Certain subsidiaries are subject to numerous asbestos claims

Centain subsidiaries are co-defendants 1n vanous lawsuuts filed 1n 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 uncertanties of higation and the uncertaintees related to the collection
of insurance and indemmification coverage make 1t 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
matenally from our existing estimates we could incur materntal costs that could have a matenal adverse effect on our business, financial condition results of
opertions or cash flows See Part 11 ltem 8, Note 18 - Commrtments and Contingencics to our audited financial statements of this Annual Report
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Certain Water Management subsidiaries are subject to a number of class action claims.

Certain Water Management subsidianies arce defendants in a class action lawsuit pending 1n U § federal court in Minnesota and in a number of
putative class actton lawsuits pendimg m various other U § federal courts The plaintiffs in these suils represent or seek to represent a class of plamntifts
alleging damages due to the alleged failure or anticipated falure of the Zurn brass cnimp fitungs on the PEX plumbing systems wn homes and other structures
The complaints assert various causes of actron, inctuding but not limtted 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) We may not be successful
tn defending such claims and the resulting hability could be substantial and may not be covered by insurance Our nsurance camers currently are funding our
defense in these proceedings, however, they have filed suit for a declaratory judgment in Flortda state court challenging their coverage obligations with
respect to certain ¢lasses of clasms  The Flonda suit currently 1s stayed pending resolution of the underlying claims  Asa result of the preceding, although we
continue to vigorously defend ourselves in the various court proceedings and continue to vigorously pursue insurance coverage, the uncertainues of litigation,
and insurance coverage and collection, as well as the actual number or value of claims may subject us to substantial habihity that could have a matenal
adverse effect on our business, financial condition, results of operations or cash flows Sec Part [I Item 8, Note 18 - Commitments and Contingenctes to our
audited financial statements of this Annual Repon

Weather could adversely affect the demand for products in our Water Management platform and decrease us net sales.

Demand for our Water Management products 1s prumarly driven by commercial construction activity remodeling and retro-tit opportunities, and to a
lesser extent new home starts as well as water and wastewater infrastructure expansion for mumcipal industrial and hydropower applications Weather 1s an
important variable affecting financial performance as 1t significantly impacts construction actwvity Spring and summer menths in the United States and
Europe represent the mam construction seasons Adverse weather conditions, such as prolonged periods of cold or rain, blizzards, hurmicanes and other severe
wealher patterns, could delay or halt construction and remodeling activity which could have a negative affect on our business For example, an unusually
severe winter can lead to reduced construction activity and magnify the seasonal decline in our Water Management net sales and earmings duning the winter
months In addition, a prolonged winter season an delay construction and remodeling plans and hamper the typical seasonal increase mn net sales and earmings
during the spnng months

Qur international operations are subject to uncertainttes, which could adversely affect uur operating resuls

Qur business 15 subject to certain nsks associated with doing business intermnattonally Approximately 33% of our total net sales in fiscal 2012
originated outside of the United States The portton of our net sales and operations that 1s outside of the United States has increased in recent years, and may
further increase as a result of internal growth and/or acquisition activity  Accordingly, our future results could be harmed by a vanety of factors relating to
mternational operations, including

. Ructuations in currency exchange rates, particularly fluctuations in the Euro agamnst the U S dollar,
. exchange controls,

. complance with export controls and trade compliance regulations,

. tanffs or other trade protection measures and 1mport or export licensing requirements,

. changes in tax laws,

. mterest rates,

. changes i regulatory requirements

. diffenng labor regulations

. requirements relating to withholding taxes on remitances and other payments by subsidianes,

. restrictions on our abulity Lo own or operate subsidianies make investments or acquire new businesses 1n these junsdictions,
. restrichons on our ability Lo repatnate dividends from our subsidianes, and

. exposure to habilities under anti-corruption laws, including the Foreign Cormupt Practices Act

As we conttnue to expand our business globally our success will depend 1n large part on our abihity to antictpate and effectively manage these and
other nsks associated with our tniemational operations However any of these factors could have a matenal 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 identify potential acquisition candrdates, or to realize the intended benefits of future or past acguisitions

We cannot assure you that sitable 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 wall be able to complete any such acquisition or that we will be able to accomphish our strategic objectives as a result
of any such acquisition Nor can we assure you that our acquisition strategics will be successfully recetved by customers or achicve thewr intended benefits

Acquisihons are often undertaken to improve the operating results of enther or both of the acquirer and the acquired company and we cannat assure you
that we will be successful in this regard nor can we provide any assurance that we will be able to realize all of the intended bencfits from our pnor
acquisthions, as well as our recent acquisition of VAG We have encountered, and may encounter, various risks in acquiring other companies (including 1n
connection with our recent acquisition of VAG) including the possible inability to integrate an acquired bustness 1nto our operations, potential faiture to
realize anticipated benefits, diversion of management’s attention, 15sues 1n customer {ransitions, potential tnadequacies of indemnities and other contractual
remedies and unanticipated problems, nisks or hiabihties, including environmemal, some or all of which could have a matenal adverse effect on our business,
financial condition, results of operations or cash flows

We may be unable to make necexsary capital expendiiures.

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 capual expenditures We belicve that we will be able to fund these expenditures through cash flow from
operations and borrowings under our semor secured credit facilities However, our sentor secured credit facihnies and the indenture goverming our sentor notes
contatn lumitations that could affect our ability to fund our future caputal expenditures and other capital requerements 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 cxpenditures will not be
matenally 1 excess of our anticipated or current expenditures |f 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, 1n tum, could matenially reduce our net sales and
profitability

Our debt agreements impose sigrnificant operating and financial restriciions, which could have a matenal adverse effect on our business, financial
conditton, results of operanons or cash flows.

Our sentor secured credit facihties and the indenture governing our senior nols Lontain vanous covenants that limit or prohubst our ability, among
othet things, 0

. incur or guarantee addiional mdebtedness or 1ssue certain preferred shares,

. pay dividends on our capital stock or redeem, repurchase, retire or make distnibutions in respect of our capital stack or subordtnated
mdebtedness or make other restnicted payments

. make certain loans, acquisihons capital expenditures or iy estments

. sell certain assets, includmg stock of our subsicharies,

. enter into sale and leaseback transactions,

. create or meur liens,

. consohdate, merge, sell, transfer or otherwise dispose of all or substantially all of our assets, and

. enter into certan transactions with our affihates

The indenture governing our senior notes contain covenarts that restrict our ability to take certarn actions, such as tncurnng additional debt, 1f we are
unable to meet defined specificd financial rauos As of March 31, 2012, our semor secured bank leverage rziro was 1 68x Failure to comply with the leverage
covenant of the senior secured credit facilities can result in imiting our long-term growth prospects by hindenng our abihity to incur future mndebtedness or
grow through acquisiions A breach of any of these covenants could result in a default under our debt agreements For more information see Part 11 ltem 7
‘Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capatal Resources
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The restrictions contained 1n the agreements that govern the terms of our debt could

. hrmt our ability to plan for or react to market conditions or meet capital needs or otherwise restnict our activities or business plans,

. adversely affect our abtlity to finance our operations, (o enter into strategic acquisiions, to fund investments or other capital needs or
to engage n other business activities that would be 1n our nterest, and

. lint our access to the cash generated by our subsidiaries

Upon the occurrence of an event of default under the semor secured credit facalities the lenders could elect to declare all amounts outstanding under
the senior secured credit facilities to be immediately due and payable and terminate all commutments to extend further credit [f we were unable to repay those
amounts, the lenders under the semor secured credit facthuies could proceed aganst the collateral granted to them to secure the semor secured credit facilities
on a first-prionty lien basis If the lenders under the senior secured credut facihties accelerate the repayment of borrowings, such acceleration could have a
malenial adverse effect on our business, financial condition, results of operations or cash flows In addition, we may not have sufficient assets to repay our
sen1or notes upon acceleration For a more detailed descnption of the himitations on our ability 10 incur additional 1ndebtedness, see Pan [l Item 7
‘Management’s Discussion and Analysis of Financial Condition and Results of Operations—ULtquidity and Capital Resources”

Because a substantial portion of vur indebtedness bears interest at rates that fluctuate with changes in certmn prevailing shori-term interest rates, we are
vuinerable to interest rate increases.

A substantial portion of our mdebtedness, including the semior secured credit facilities and borrowings outstanding under our accounts recervable
securitization faciluty, bears mterest at rates that fluctuate with changes m certain short-term prevailing interest rates  As of March 31, 2012 , we had $§945 3
million of floating rate debt under the senior secured credit facilitics A 100 basis pornt increase in the March 31 2012 ierest rates would imcrease nterest
expense under the semor secured credu facihtics by approximately $9 5 mellion on an annual basis

We rely on intellectual property that may be munappropriated or stherwise successfully challenged.

We attempt to protect our intellictual property through a combination of patent, trademark, copynght and trade secret protection, as well as third-party
nondisclosure and assignment agreements We cannol assure you that any of our applications for protection of our intellectual property rights will be approved
and maintained or that our competitors wiil not fringe or successfully challenge our intellectual property nghts We also rely on unpatented propnetary
technology [t1s possible that others will independently develop the same or similar technology or otherwise obtamn aceess 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 informauon 1n the event of
any unauthonzed use misappropriation or disclosure If we are unable 1o mamtain the propnetary nature of our technologies, our ability to sustain margins on
some or all of our products may be affected which could have a matenal adverse effect on our business financial condition, results of operations or cash
flows Inaddison tn the ordiary course of our operauons, from time to ime we pursue and are pursued 1n potential hitigation relating to the protection of
certain intellectual property nghts, including some of our more profitable products, such as FlatTop™ chain An adverse niling 1n any such liigation could
have a material adverse effect on our business, financeal condition, results of operations or cash flows

We could face potennial product lrability claims relating 1o products we manufacture or distribute

We may be subject to additional product hability claums 1n the event that the use of our products, or the ¢xposure to our products or their raw
matenals, 15 alleged to have resulted 10 injury or other adverse effects We currently maintan product hability insurance coverage but we cannot assute you
that we will be able to obtatn such nsurance on commercially reasonable terms i the future tf at all or that any such insurance will provide adequate
coverage aganst claims Product liability claims can be expensive to defend and can divert the attention of management and other personnel for long punods
of time, regardless of the ulimate outcome An unsuccessful product habihty defense could have a matenal adverse effect on our business, financial
condition, results of operations or cash flows [n addition, our business depends on the strong brand reputation we have developed In the event that tus
reputation 15 damaged as a result of a product liabehity claum, we may face difficulty in mamtaming our pricing positions and market share with respect to
some of our products which could have a matenal adverse effect on our business, financial condition, results of operations or cash flows See Part 1 ltem 8
Note 18 - Commitments and Contingenctes to our audited financial statements of this Annual Report
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We, vur custvmers and our shippers have umonized employees who may stage work stoppages which ceuld sertously impact the profitabedity of our
business.

As of March 31, 2012, we had approximately 7,400 employees, of whom approximately 4,300 were employed in the United States Approximately 535
of our US employees are represented by labor unions Addionally, approximately 2,100 of our cmployees reside in Europe, where trade umon membership
1s common Although we behieve that our relattons with our employees are currently strong, if our umonized workers were to engage tn a stnke, work
stoppage or other slowdown 1n the future, we could experience a significant disruption of our operations, which could interfere with our ability to deliver
products on a nmely basis and could have other negative effects, such as decreased productivity and increased labor costs Such negative effects could have a
matenal adverse effect on our business, financial condition, resuits of operations or cash flows [n addition 1l a greater percentage of our workforce becomes
umionized, our business and financial results could be affected 1n a matenal adverse manner Funher many of our direct and indirect customers and their
supphers, and orgamsations responsible for shipping our products, have unionized workforces and their businesses may be inpacted by stnkes, work
stoppages or slowdowns, any of which, 1n turn, could have a matenal adverse effect on our business, financial condition, results of operattons or cash flows

We could incur substantial business interruptions as the result of updating our Enterprise Resosurce Planning (“ERP”) systems.

Uthizing a phased approach, we are updating our ERP systems across both our Process & Motion Control and Water Management platforms If these
updates are unsuccessful, we could incur substantial business interruptions including the nability to perform routine business transactions, which could have
a materal adverse effect on our financial performance

Our required cash contributions to our pension plans have increased and may increase further and we could experience a marertal change in the funded
status of our defined benefit pension plans and the amount recorded in our consolidated balance sheers related to those plans. Addrwonally, our pension
covy could therease in future years

The funded status of the defined benefit pension plans depends on such factors as asset returns, market interest rates, legislative changes and funding
regulations If the returns on the assets of any of our plans were to decline in future penods, 1f market interest rates were to decling, 1f the Pension Benefit
Guaranty Corporation ("PBGC™) were to require additional contributions to any such plans as a result of acquisitions or 1f other actuarial assumptions were to
be modified our future required cash contnbutions and pension costs to such plans could increase Any such increases could have a matenal and adverse
effect on our business, financial condition, results of operations or cash flows

The need to make contributions, which may be substantial, to such plans may reduce the cash available to meet our other obligations, ncluding our
debt obligations with respect to our semor secured credit facilities and our sentor noles or to meet the needs of our business In addition, the PBGC may
terminate our U S defined benefit pension plans under hmited circumstances, including in the eveat the PBGC concludes that the nsk may tnerease
unreasonably 1f such plans continue In the event 2 U S defined benefit pension ptan s terminated for any reason while 1t 1s 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
assumpuons (which might result in o larger obligation than that based on the assumptions we have used to tund such plan) and the PBGC could place a lhen
on matenal amounts of our assets

Qur hnsturical fingncial data i not comparable to our current financial condition and resuln of operations because of our use of purchase accounting in
connection with various acquisitions

It may be ditficult for you to compare both our histoncal and luture results These acquisitions were accounted for utilizing the purchase method of
accounting, which resulted 1n a new valuation for the assets and habihities to their fair values This new basis of accounting began on the date of the
consummation of each transaction Also, unnl 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 the net assets acquired 15 considered prelimmary and subject to future adjustment

Apollo controls us and s interests may conflict with or differ from your interests av a stockholider

Apolioc Management and 1ts affihates beneficially own approximately 66% of our common stock In addition representatives of Apollo compnse 4 of
our 8 directors and the consent of a majonty of the voting directors designated by Apollo s required under our bylaws 1n connection with certain important
corporate actions As a result Apollo has the abtlity to prevent any transaction that requires the approval of our board of directors (or of the dircctors
designated by Apollo) or stockholders including the approval of significant corporate transactions such as mergers and the sale of substantially all of our
assels

22




I'able of Contents

The interests of Apollo could conflict with or differ from the interests of our other holders of our common stock For example, the concentrauon of
ownership held by Apollo could delay, defer or prevent a change of control of us or impede a merger takeover or other business combination that you as a
stockholder may otherwise view favorably Apollo 1s 1n the business of making or advising on investments in companies and holds, and may from time to
tume tn the future acquire, interests in or provide advice to businesses that dircetly or indirectly compete with certain portions of our business or are suppliers
or customers of ours Apollo may also pursue acquisitions that may be complementary to our business, and, as a result, those acquisition opportunitigs may
not be available to us

Our certificate of mcorporation provides that we expressly renounce any interest or expectancy 1n any business opportunity, transaction or other matter
i which Apolto or any of us members, directors, employees or other affiliates (the  Apollo Group™) participates or desires or secks to participate 1n, even if’
the opportunity ts one that we would reasonably be duemed to have pursued 1f given the opportunity to do so The renouncement doces not apply to any
business opportunties that are presented 10 an Apollo Group member solely 1n such person's capacity as a member of our board of directors and with respect
to which no other member of the Apolle Group independently recerves notice or otherwise identifies such business apportuntty prior to us becoming aware of
1t or if the business opportunity 1s imtially wdentified by the Apollo Group solely through the disclosure of information by or on behalf of us

So long as Apollo continues to beneficially own a significant amount of our equity, even 1f such amount 15 less than 50%, i1t may continue to be able to
strongly influence or effectively control our decisions For example, our bylaws will require the approval of a majonty of the directors nomunated by Apollo
voting on the matter for ceriain important matters, including mergers and acquisitions, 1ssuances of equity and the incurrence of debt, so long as Apollo
beneficially owns at least 33/ 3% of our outstanding common stock

The price of our common stock may fluctuate vignificandy and you could tove all or part of your investment.

Volatihity in the market price of our common stock may prevent you from being able to sell your common stock at or above the pnice you paid for your
common stock The market price for our common stock could fluctuate sigmficantly for vanous reasons, including our operating and financial performance
and prospects, our quarterly or annual earnings or those ot other companies 1n our industry, conditions that impact demand for our products and services,
future announcements concerning our busthess or our competitors' businesses, the public's reaction to our press releases, other public announcements and
filings with the U S Securities and Exchange Commission ("SEC"), changes in carnings estimates or recommendations by secunties analysts who track our
commeon stock or industry, market and industry perception of our success, or lack thereof, in pursuing our growth strategy, strategic actions by us or our
competitors, such as acquisitions or restructurings, changes in government and environmental taws and regulation (or interpretation or enforcement thereof},
changes 1n accounting standards, policies, gutdance, interpretations or prnciples, arrival or departure of key personnel the number of shares to be publicly
traded afler this offening, sales of common stock by us Apollo or its affiliated funds or members of our management team adverse resolution of new or
pending lingation agmnst us, and changes in general market, economic and pohitical conditions in the Umited States and global economues or financial
markets tncluding those resulting from naturat disasters, terrorist attacks, acts of war and responses to such events

In addition, the stock market has expenienced sigmificant price and volume fluctuations 1n recent years This volatlity has had a significant impact on
the market pnce of securities tssued by many compamies including companies in our industries The changes frequently appear to occur without regard to the
operating performance of the affected companies Hence, the price of our common stock could fluctuate based upon factors that have hittle or nothing to do
with us, and these fluctuations could matenally reduce our share pnce

We currently have no plans to pay regular dividends on our common stock, vo you may not recerve funds without selling your common stock.

We currently have no plans to pay regular dividends on our common stock Any payment of future dividends will be at the discretion of our board of
directors and will depend on, among other things, our earmings financial conditon capital requirements level of 1ndebtedness statutory and contractual
restrictions applying to the payment of dividends, and other considerations that our board of directors deemns relevant The terms governing our outstanding
debt also winclude Limitations on the ability of our subsidianes to pay dvidends to us Accordingly, you may have to sell some or ali of your common stock 1n
order to generate Lash flow from your investment
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Future sales or the possibihity of future sales of a substantial amount of our common stock may depress the price of shares of our common stock.

We may sell additional shares of common steck in subsequent public offerings or otherwise, including to finance acquisittons Apollo and members ot
our management are restricted from reselting their shares fock-up agreements with the underwnters in our imtial public offering untl late September 2012,
subject to centain exceptions Immediately afler the exprranon of the lock-up period, the shares will be ehgible for resale under Rule 144 or Rule 701 of the
Securities Act of 1933, as amended, subject to volume limitations and applicable holding period requirements In addition, shares 1ssuable upon exercise of
outstanding stock options wall also be available for sale in the open market upon exercise by the holders

We cannot predict the size of future 1ssuances of our common stock or the effect, 1f any, that future 1ssuances and sales of our common stock will have
on the market price of our common stock Sales of substantial amounts of our common stock (including any shares 1ssued 1 connection with an acquisition)
or the perception that such sales could occur, may adversely affect prevailing market prices for our commen stock

Qur orgamzativnal documents may impede or discourage a takeover, which could deprive our investors of the oppertunily to receive a premium for their
shares

Provisions of our certificate of incorporation and bylaws may make 1t more difficult for, or prevent a third party from, acquinng control of us without
the approval of our board of directors These provisions include

. having a classified board of directors,

- establishing limitations on the removal of directars

. prolubiuing curnulative voung i the election of directors,

. empowenng only the board to fill any vacancy on our board of directors whether such vacancy occurs as a result of 2n increase in

the number of directors or otherwise and requining that, as long as Apollo continues to beneficially own at least 33 1/3% of our
common stock, any vacancy resutting from the death removal or resignation of an Apello designee be filled by a majority of the
remaining directors nominated by Apollo,

. as long as Apollo continues to beneficially own more than 50 1% of our common stock, granting Apollo the nght to increase the size
of our board of directors and to fill the resulting vacancics at any ume

. authorizing the 1ssuance of blank check’ preferred stock without any need for action by stockholders

. prohubiting stockholders from acting by written consent or ¢alling a special meeting if less than 50 1% of our outstanding common
stock 15 beneficially owned by Apollo,

. requiring the approval of a majonty of the directors nominated by Apollo voting on the matter to approve certain business
combinations and certain other significant matters so long as Apollo beneficially owns at least 33 1/3% of our common stock, and

. establishing advance notice requirements for nominations for election to our board of directors or for proposing matters that can be

acted on by stockholders at stockholder meetings

Qur 1ssuance of shares of preferred stock could delay or prevent a change in control of us Our board of directors has the authonty to cause us to 1ssue,
without any further vote or action by the stockholders, shares of preferred stock, par value S0 01 per share, tn one or more series to designate the number of
shares constituting any senes, and to fix the nghts, preferences privileges and restrictions thereof including dividend nghts voting nghts nghts and terms of
redemplion, redemptian price or prices and hquidation preferences of such seres The 1ssuance of shares of our preferred stock may have the effect of
delaying, defernng or preventing a change 1n control without further action by (he stockholders, even where stockholders are offered a premiwm for their
shares

Our bylaws will also require the approval of a majonty of dircctors nominated by Apollo voling on the matter for certam unportant matters, including
mergers and acquisitions, 15suances of equity and the incurrence of debt, as long as Apollo beneficially owns at least 33 ! /3% of our outstanding common
stock Inaddiion as long as Apollo beneficially owns a majority of our outstanding common stock, Apollo will be able 10 control all matters requiring
stockhelder approval including the election of direciors amendment of our certificate of mcorporation and certain corporate transactions Together, these
charter, bylaw and statutory provisions could make the removal of management more difficult and may discourage iransactions that otherwise could involve
payment of a premium over prevaring market prices for our common stock Furthermore, the existence of the foregoing provisions, as well as the significant
common stock benefictally owned by Apollo and its nghts to normnate a specified number of directors 1n certain cireumstances, could limut the price that
unvestors might be walling to pay in the future for shares of our common stock They could also deter potential acquirers of us, thereby reducing the likelihood
that you could recerve a premum for your common stock 10 an acquisition
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Despite our substannal indebtedness, we may vitll be able 1o incur significantly more indebtedness, which conld have a material adverse effect on our
business, financial condinon, results of operanons or cash flows.

The terms of the indenture govermng our semor notes and our semor secured credit facilities contan restnetions on our ability to incur additional
indebtedness These restrictions are subject to a number of important qualifications and exceptions, and the mdebtedness, 1f any, incurred in comphiance with
these restnctions could be substantial Accordingly, we or our subsidianes could incur sigmficant additional indebtedness in the future Additional leverage
could have a matenial adverse effect on our business, financial condition, results of operations or cash flows and could increase the nsks described 1n *“QOur
substantial indebtedness could adversely affect our ability to raise additsonal capttat to fund our operations, limit our ability to react to changes 1n the economy
or our industry and prevent us from making debt service payments ** Our debt agreements tmpese sigmficant 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 portton of our indebtedness
bears 1nterest at rates that fluctuate with changes 1n certain prevailing shori-term interest rales, we are vulnerable to nterest rate increasces ™

The addironal requirements of having a class of publicly traded equity secarities may stratn our resources and distract management.

Even though RBS Global and Rexnord LLC previously filed reports with the SEC we are now or will become subject to additional reporting
requirements of the Secunties Exchange Act of 1934 (the "Exchange Act") the Sarbanes-Oxley Act of 2002 (the "Sarbanes-Oxley Act"), and the Dodd-Frank
Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act") The Dodd-Frank Act, effects comprehensive changes to public company
governance and disclosures in the United States and will subject us to additional federal regulabon We cannot predict with any certainty the requirements of
the regulanons ulumatety adopted or how the Dodd-Frank Act and such regulanions will impact the cost of compliance for a company wath publicly traded
common stock We are currently evaluating and monitoning developments with respect to the Dodd-Frank Act and other new and proposed rules and cannot
predict or estimate the ameunt of the addittonal costs we may incur or the ttming of such costs These laws regulations and standards are subject Lo varying
interpretations, 10 many cases due to their lack of specificity, and, as a result their apphication 1n practice may evolve over ime as new guidance 1s provided
by regulatory and goverming bodies This could result 1n continuing uncertainty regarding compliance matters and higher costs necessttated by ongoing
revisions to disclosure and governance practices We intend to invest resources lo comply with evolving laws regulations and standards and this investment
may result 1n increased general and administrative expenses and a diverston of management’s ime and attention from revenue-generating activities to
compliance activiies I our efforts to comply with rew laws, regulations and standards ditter from the activittes mtended by regulatory or governing bodies
due to ambiguities related to practice, regulatory authonties may iitiate legal proceedings against us and our business may be harmed We also expect that
being a company with publicly traded common stock and these new rules and regulations wilt make it more expensive for us to obtain director and officer
hability insurance, and we may be required to accept reduced coverage or incur substantially higher costs to obtain coverage These factors could also make it
more difficult for us to attract and retain qualified members of our board of directors, particularly to serve on our audu committee, and qualified executive
officers

The Sarbanes-Oxley Act requires that we mamntain effective disclosure controis and procedures and internal control for {inancial reporting  These
requirements may place a strain on our systems and resources Under Section 404 of the Sarbanes-Oxley Act we wall be required for fiscal 2013 to include a
report of managemwnt on our internak control over financial reporting n our Annual Report on Form 10-K, and our independent public accountants audiing
our financial statements must attest to the effectiveness of our internal control over financial reporting [n order 1o mamntain and improve the effectiveness of
our disclosurc controls and procedures and internal control over financial reporting, significant resources and management oversight will be required This
may divert management's attention from other business concerns, which could have a material adverse effect on our business, financial condition, results of
operations and cash flows If we are unable to conclude that our disclosure controls and procedures and intemnal control over financial reporting are effecuive
or 1f our independent public accounting firm ts unable to provide us with an unquaiified report as 1o management’s assessment of the effectiveness of our
mternal control over financial reporting m future years investurs may lose confidence m our financial reports and our stock price may decline

ITEM 1B UNRESOLVED STAFF COMMENTS

None
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Within Process & Motion Control, as of March 31, 2012, we had 36 prinuipal manufactuning, warehouse and repair facilinies, 24 of which are located
m North Amenca, five in Europe, one in Australia, two 1n South America and four 1n Asta All of our facihities Listed below are suttable for their respective
operattons and provide sufficrent capacity to meet reasonably forcseeable production requirements

We own and lease our Process & Motion Conltrol facilities throughout the United States and in several foreign countnes Listed below are the locations
of our pnincipal Process & Motion Control manufacturing, warchouse and repair facilities

Faciity Location Product/Use Size (square feet) Owned/Leased
North America

Auburn, AL Coupling 133 000 Leased
Bridgepont, CT Special Components 31,000 Owned
Chnton, TN Industrial Bearnings 180,000 Owned
Cudahy, WI Special Components 100,000 Leased
Downers Grove, IL (2 facibties) Acrospace 248,000 Owned
Grafton, WI Flattop 95,000 Owned
Grove City, OH Warehouse 73,000 Leased
Indianapolis, IN Industnial Bearings 527,000 Owned
Lincoln NE Couphng 34,000 Leased
Mexico City, Mexico Warehouse and Gear 36,000 Leased
Milwaukee, W1 Gear 1,100,000 Owned
New Berlin, WI Gear Repair 47,000 Leased
New Berlin WI Coupling 54 000 Owned
New Orleans, LA Gear Repair 54,000 Owned
Rockford, IL Coupling 22,500 Leased
Salt Lake City, UT Warehouse 29 000 Leased
Sim Valley CA (2 facilittes) Aerospace 55,000 Leased
Stuarts Draft, VA Gear 97,000 Owned
Toronto, Canada Gear Reparr 30,000 Leased
Toronto, Canada Warehouse 33 000 Leased
West Milwaukee, W1 Endustrial Chain 370,000 Owned
Wheehng IL Aerospace 83,000 Owned
Lurope

Betsdorf, Germany Industrial Chain 179,000 Owned
Corregio, ltaly Flattop 79 000 Owned
Dortmund, Germany Coupling 36,000 Owned
Gloucestershire, England Coupling 20,500 Leased
Gravenzande Netherlands Flattop 117,000 Leased
South Amernca

Sao Leopeldo, Brasil Industrial Chain 77.000 Owned
Santiago Chile Gear Repair 15,000 Leased
Austraha

Newcastle Austraha Gear 63,000 Owned
Asia

Changshoe China Gear and Coupling 206 000 Owned
Shangha1, China Gear and Coupling 47,000 Leased
Shanghat, Chuna [ndustrial Chain and Flattop 134 000 Leased
Thane, India Coupling 16,500 Leased
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Within Water Management, as of March 31, 2012, we had 25 principal manufactunng and warehouse facilities, 20 of which are located in North
America, two in Europe and three 1n Asia, as sel torth below

Facility Location Product/Use Size (square feet} Owned/Leased
North America

Abilene, Texas Commercial Brass 177 000 Owned
Commerce, Texas PEX 175 000 Qwned
Cranberry TWP , Pennsylvania Water and Wastewaler 37,000 Owned
Dallas, Texas Warehouse 52,000 Leased
Elkhart, [ndtana PEX 110,000 Owned
Ene, Pennsylvama Speaification Dranage 210,000 Leased
Ene, Pennsylvania Specification Drainage 100 000 Owned
Harbercreek Pennsylvama Specification Drainage/PEX 15 000 Leased
Hayward, California Warchouse 23,500 Leased
Levittown, Pennsylvania Warehouse 40,000 Leased
Mars Pennsylvania Water and Wastewater 63 000 Owned
Mississauga, Ontano Manufactunng/Warehouse 28,000 Leased
Mississauga, Ontaro Warehouse 25,000 Leased
Norcross, Georgia Warehouse 96,000 Leased
Northwood Ohio Warchouse 18,000 Leased
Ontario, California Warehouse 115000 Leased
Orange, Massachusetts Water and Wastewater 250,000 Owned
Paso Robles, Califormia Water Control 158,000 Owned
Sacramente, Cahforma Warehouse 16,000 Leased
Sanford, North Carolina Commercial Brass 78,000 Owned
Lurepe

Hodomn, Czech Republic Water and Wastewater 350,000 Owned
Mannhetm, Germany Water and Wastewater 97 000 Leased
Asia

Sccunderabad, India Water and Wastewater 31,000 Owned
Tarcang, China (2 facilities) Water and Wastewater 225,000 Owned

In addition, we lease vanous sales offices, and an engineenng and sourcing center 1n Zhuhay, China  We also own approximately 58,000 square feet
of manufacturing space in Magog, Quebec, and lease approximately 14,000 square feet of office space (n West Palm Beach, Flonda and approximately
150 000 square feet of manufacturing space n kalconer, New York

We believe our Process & Motion Control and Water Management properties are sufficient for our current and future anticipated needs

I1TEM 3 LEGAL PROCEEDINGS

Information with respect to our lugal proceedings 15 contawned in Part 11 ltem 8, Note 18 - Commuiments and Contingencies to the consohdated

financial statements of this report

LIEM 4 MINE SAFETY DISCLOSURES

Not applicable
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Executive Officers of the Registrant

The following table sets forth information concerning our executive officers as of the date of this report

Name Age Posttion(s) In Current Pesition(s) since
Todd A Adams 4] President, Chief Executive Officer and Director 2009
Mark W Peterson 40 Semor Vice President and Chief Finaneial Officer 2011
Praveen R Jeyarajah 44 Executive Vice President-Corporate & Business Development and Director 2010

Information about the business expenence of our executive officers duning the past five fiscal years 15 as follows

Todd A Adams became our President and Chief Executive Officer in 2009 Mr Adams joined us in 2004 as Vice President Treasurer and Controller,
he has also served as Senior Vice President and Chief Financial Officer from 2008 to 2009 and as President of the Water Management platform n 2009

Mark W Peterson became our Semor Vice President and Chief Financial Officer in November 2011 Mr Peterson previously served as Vice
President and Controller of Rexnord trom 2008 to 2011 and as a Rexnord Divisional CFO from 2006 to 2008 Mr Peterson 15 a certified public accountant

Praveen R Jeyarajah became our Executive Vice President-Corporate & Business Development in 2010 Mr Jjeyarajah first became a director
connection with the Carlyle Acquisition in 2002 and served mn that capacuty until the Apollo acqumsiion i July 2006 Mr Jeyarajah again became a director in
October 2006 Prior to becoming our Executive Vice President-Corporate & Business Development, Mr Jeyarajah was a Managing Director at Cypress
Group, LLC from 2006 to 2010 and a Director of Jacusz1 Brands Corp unttl 2010

PART Il

ITEM 5 MARKET FOR REGISTRANT'S COMMON EQUITY, RLLATLD STOCKHOLDER MATTERS AND ISSULR PURCHASES OF
LQUITY SECURITIES

Our common stock has been listed on the New York Stock Exchange ("NYSE ) under the symbol RXN *since March 29, 2012 Pror to that date
there was no public trading market for our common stock The {ollowing table sets forth for the indicated period the high and low sales prices per share for
our commen stock on the NYSE

Eiscal 2012 High Low
Fourth Quarter $21 50 $1900

(from March 29, 2012)

Asof Apnl 30, 2012 there were 94,442 022 shares of our common stock outstanding held by 23 holders of record We behieve the number of beneficral
owners of our common stock exceeds 500

Dividend Folicy

We did not pay any dividends 1n fiscal 2012 or 2011 We currently mtend to retain all future earnings, 1f any, for use in the operation of our business
and to fund future growth In addition, our sentor secured credit facslities and the indentures governing our senior notes himut our ability W pay dividends or
other distnibutions on our common stock The decision whether to pay dividends will be made by our Board of Directors 1n hght of conditions then existing
including factors such as our results of operations, financial condition and requirements business conditions and covenants under any applicable contractuat
arrangements

Performance Graph

Since our stock was traded on the NYSE for onty two trading days duning cur 2012 fiscal year pursuant to SFC rules and related nterpretations we are
nol required to include the performance graph herewn but plan to do so next year
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Use of Proceeds

On March 28, 2012, our registration statement on Form S-1 (Comrrusston File No 333-174504), as amended, filed m conneciion with our mitial public
offering (the IPO™) was declared effective by the Secunties and Exchange Commussion (the “*SEC™} Pursuant to the registration statcment, we registered the
offer and sale of, and on March 29, 2012, sold, 27,236,842 shares of common stock, which includes 3,552 631 shares sold as a result of the fiill exercise by
the underwriters of their option to purchase addimional shares at a public offering price of $18 00 per share for an aggregate offering price of $490 2 mullion
BofA Mernill Lynch, Goldman, Sachs & Co , Credit Swisse Secunties (USA) LLC, Deutsche Bank Secunties Inc and Barclays Capital Inc acted as joint
book-running managers tn connection with the [IPO The [PO closed on Apni 3, 2012

The net proceeds of the IPO (o us, afier deducting $28 2 million of underwnting discounts and commussions were approximately $462 0 mullion In
connection with the IPO the Company ncurred additional expenses of $2 6 mullion There has been no materiat change 1n our planned use of the net proceeds
from the IPO, which was described in the final prospectus filed with the SEC pursuant to Rule 424(b) on March 30, 2012 On Apnl 3, 2012, we paid Apollo
Management Vi L P, an affiliate of a greater-than-5% beneficial owner of our common stock a fee of $15 0 mllion 1n connection with the termination of
our previous management services agreement [n addition, on Apn! 17 2012, we redeemed $300 0 tulhion in aggregate gnncipal amount of our F1 75%
semor subordinated notes due 2016 (the ‘11 75% Notes™), and paid early redemption premiums of $17 6 mullion and $7 4 million of accrued interest We
invested the net remaining proceeds in accordance with our cash investment poheies and mtend to use them for general corporate purposes

Certain of our other affiliates, inctuding George M Sherman {our Non-Executive Chasrman) and Todd A Adams and Praveen R Jeyarajah (both of
whom are executrve officers), were holders of $3 8 mullion of the 11 75% Notes prior to the April 17, 2012 redempuon discussed above, and, therefore
received net proceeds from the 1PO m connection with the repayment of such indebledness Pursuant to the terms of the 11 75% Notes, those affiliates were
also entitled to receive acerued wnterest and prepayment premiums 1n respect of such indebtedness -- as such they recened $4 0 milhon 1n the aggregate

Recent Sales of Unregistered Securities

Set forth below 15 certain information regarding secunties 1ssued by us during the last three years in transactions that were nol registered under the
Securities Actof 1933 as amended (the “Secunties Act™}, including the consideration we received for such 1ssuances All of these sales of unregistered
secunues represent the exercise of employee stock options, with the exception of the sale of shares to certain pre-acquisinon VAG employees on January 10,
2002

. On August 10, 2009 we 1ssued 109,541 shares of common stock to an employee for an aggregate purchase price of $187 626 and 23 386 shares of
common stock to another employee for an aggregate purchase price of $64,331

. On August 14, 2009 we 1ssued 38,446 shares of common stock to an employee for an aggregate purchase price of $184,166 and 26,225 shares of
common stock to another employee for an aggregate purchase pnee of $125 622

. On August 16, 2009 we 1ssued 115,947 shares of common stock to an employee for an aggregate purchase pnce of $555,409

. On December 13 2010 we 1ssued 65 729 shares of common stock to an employee for an aggregate purchase price of $112 853

. On December 17, 2010, we tssued 341,749 shares of common stock to an employee for an aggregate purchase price of $1 637,034

- On February 14, 2011, we issued 16 883 shares of common stock to an employee for an aggregate purchase price of 580 908

. On June 21, 2011, we issued 5 463 shares of common stock 10 an employee for an aggregate purchasc price of $26,260

. On January 10, 2012, we 1ssued 113 471 shares of common stock to employees in connection with the VAG acquisitton for an aggregate purchase

price of 2,126,202

Each 1ssuance of securiies deseribed above was exemnpt from registration under the Secunties Act 1n accordance with Section 4(2) thercof, as a
transaction by the 1ssuer not invelving a public offering We deterrmined that the purchasers of secuntics in these transactions were enther accredited or
sophisticated investors and were provided access to all relevant information necessary to evaluate the investment
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ITEM 6 SELECTED FINANCIAL DATA

The following table of selected historical financial information 1s based on our conselidated financial statements, including those included elsewhere

thus Form 10-K This data should be read 1n conjunction with ltem 7, Management s Discussion and Analysis of Financial Condition and Results of

Operations and Item 8, Financial Statements and Supplementary Data Our fiscal year 1s the year ending March 31 of the comesponding calendar year For
example our fiscal year 2312 or fiscal 2012, means the penod from Apnl 1, 2011 to March 31, 2012 The Statemem of Operanons, Other Dala and Balance

Sheet Data are derived from our auduted financial statements

{in nullions, except share and per share amounts) Year Ended March Y1 2012 (1)

Year Fnded March 31, 2011

Year E.nded March 31 2010

Yeer Ended
March 31 2009{2)

Year b nded
March 31 2008 (3)

Siatement of Operations

Net Sales s 1969 6 1,699 6 15100 $ 1,882 0 s 18535
Cost of Salus 12761 11028 9944 1290t 12504
Gross Profit 693 5 596 8 SI156 5919 603 1
Sclling General and Admmnstrative Fapenses 3894 3291 29717 467 8 333
Gan on Cxnal Street Accident net {4) _ —_ — —_ {292}
Intangible Impairment Charges — — — 4220 —
Restructuning and Other Simuilar Costs 4 - 68 M5 —_
Amertization of Intungible Asscts 509 486 497 489 499
income {Loss) from Operations 241 8 9t 161 4 371y 269 1
Non Operating Inveme (Expensc) )
Interest Expense, net (176:2) (180 8) {194 2) (230 4) '(254 3
(1 0ss5) Garn on the Extinguishment of Debt {107 {100 8) 167 8 103 7 —
Loss on Divestiture (5) (64) —_ —_ —_ (2
Other {Expensc) Inuome nut (70 11 (16 4) {(30) (53)
Encome (Loss) Before income Taxes 414 619 1186 {501 0) (t7y
Proviston (Beac i) for Income Taxes s {101y 305 {10 (13
Net Income (Loss) 1 209 513 881 5 {429 0) s {04y
Nit [m:u;m: {Lass) per share
Basic 5 045 07N 132 $ 643 $ 001
Diluted $ 042 0™ 127 s {643) 1 {0 0i)
Weighted-average number of shares outstanding {6)
Basic 66 751 66 757 66753 66728 65771
Effect of diluuve stock options 5314 —_— 2410 —_ —_
Diluted 72 065 66 757 69 163 66 728 65771
Other Drata
Net Cash Prowaded By (Used For)
Operating Activitics 1393 164 5 1555 1550 2327
Investing Activities {3242) (35 5) (22 0) {54 %) (121 6)
Financing Activitics 932 (6 9) {161 %) 166 (15 6)
Depreciation and Amortization of [ntangible Asscts 1144 106 1 109 3 1096 1041
Capital Expenditures 585 316 1290 391 549
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March 11,

{dollars in milhons) 2012 2011 2010 2009 2008
Balance Sheet Data

Cash and Cash Equivalents 5 980§ 910 5 2639 s 879 5 156 3
Working Caprtal {7) 5510 483 6 4819 5552 H7 1
Total Assets 32909 30997 30165 32188 38263
Total Debt (8) 24237 23141 22153 25261 25368‘
Stockholders Deficut @o8) (88 2) (57 5) (177 8) 273 l'

(H

(2)

3

{4)

(5

(6

(7}
L]

Consalidated financial data as of and for the year ended March 31, 2012 reflects the acquisition of Autogard subsequent 1o April 2, 2011 and VAG
subsequent to October 10 2011 and excludes the assets associated with a divestiture of a German subsidiary on July 19, 2011 As a result the
comparability of the operating rusults for the period presented 1s affected by the revaluation of the assets acquired and the hiabihities assumed on the
date of the acquisitions and the assets divested on the date of the divesuture

Consolidated financial data as of and for the year ended March 31, 2009 reflects the fair value of the assets acquired and liabilities assumed in
connection with the Fontaine acquisition on February 27 2009 As a result, the comparability of the operating results for the periods presented 15
affected by the revaluation of the assets acquired and hiabilities assumed on the date of the Fontaine acquisition

Consohdated financia! data as of and for the year ended March 31, 2008 reflects the fair value of assets acquired and habilities assumed 1n
connection with the GA acquesition on January 31, 2008 As a resuli, the comparability of the operating results for the periods presented 15 affected
by the revaluation of the assets acquired and iabilities assumed on the date of the GA acquisition

The Company recogmzed a net gamn of 335 2 mulhion related to the Company's Canal Street facility m Milwaukee, W] accident from the date of the
accident (December 6 2006) through March 31, 2008 $14 2 mallion of the net gain represents the excess property insurance recoveries (at
replacement value) over the write-off of tangible assets (at net book value} and other direct expenses related to the acaident The remaining $21 0
million gain 1s compnsed of business interruption msurance recoveries

On July 19 2011, the Company sold substantially all of the net assets of a non-material business based in Germany The Company recorded a pre-
tax loss on divestiture of approximately $6 4 milhon duning fiscal 2012 On March 28, 2008, we sold a French subsidiary Rexnord SAS, to
members of our local management team for €1 (one kEuro) This loss includes Rexnord SAS's cash on hand of 82 5 mulhon at March 28, 2008 that,
pursuant to the agreement was included with the net assets divested

The IPO of the Company's common stock closed on Apnil 3, 2012 Therefore, the common stock 1ssued in connection wath the [PO 1s not included
in the outstanding shares as of March 31, 2012 or any prior date See Part |l Item 8 Note 22 - Subsequent Events to the consohdated financial
statements for further information

Represents total current assets less total current Liabihties

Total debt represents long-termn debt plus the current portion of long-term debt
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ITEM 7 MANAGEMENI'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPLRATIONS

The following discusston of results of operations and financial condition covers pertods prior to the acquisiion of Auwtogard Holdmgs Limited and
affiliates ("Autogard"} and VAG Holdings GmbH and affihates ("VAG"), as well as after the divesuture of a non-matenal, underperforming business (the
"divestiture™) Our financial performance includes Autogard subsequent to Apnl 2, 2011, VAG subsequent to October 10, 2011, and excludes the divestiture
subsequent to July 19, 2011 Accordingly. the discussion and analysis does not reflect the impact of the Autogard and VAG transactions or the diveshiture
pnor to their respective dates You should read the following discussion of our financial condition and results of operations together with Item 6, Selected
Financial Data and ltem 8, Financial Statements and Supplementary Drata Qur fiscal year ts the year ending March 31 of the corresponding calendar year For
example, our fiscal year 2012 or fiscal 2012 means the peniod from Apnl | 2011 to March 31,2012

This discussion contenms forward-looking statements and involves numerous risks and uncertainties including but not limured 10 those described in
the Risk Factors' in Part | Item 1A of this report Actual results mav differ materially from those contained in any forward-looking statements See also
Cautionary Notice Regarding Forwurd-Looking Statements  found elsewhere i this report

The information contatned tn thes section 15 provided as a supplement to the audited consolhidated financial statements and the related notes mcluded
elsewhere in this prospecius to help provide an understanding of our financial condition, changes 1n our financial condition and results of our operations This
section 15 organized as follows

Company Overview This section provides a general descripuion of our business

Restructur g and Other Similar Costs - Thiy section provides a description of the restructunng actions we exccuted to reduce operating costs and
unprove profitability

Financial Statement Presentation This section provides a brief descnption of certam 1tems and accounting policies that appear 1n our financial
statements and general factors that impact these ttems

Critical Accounting Estimates This section discusses the accounting policies and estimates that we consider 1o be important to our financtal condition
and results of operattons and that require significant judgment and estimates on the part of management n their apphcatton

Resulls of Operations This section provides an analysis of our results of operations for our fiscal years ended March 31 2012 and 2011 1n each case as
compared to the pror period's performance

Non-GAAP Frnanctal Measure  This section provides an explanation of a certain Non-GAAP financial measure we use

Covenant Comphance This section provides a descniption of certaim restrictive covenants with which our scmor secured crdit facilities require us to
comply

Ligqurdity and Capital Resources  This section provides an analysts of our cash Bows for our fiscal years ended March 31 2012, 2009 and 2010, as
well as a discussion of our indebtedness and us potential effects on our hiquidity

Tabular Disclosure of Contructual Obligations This section provides a discusston of our commitments as of March 31 2012

Quantitative and Qualitative Disclosures about Market Risk This section discusses our exposure to potential losses ansing from adverse changes it
interest rates and commodhity prices

Unless otherwise indicated, the information contained in this discussion reflects that cach share of common stock outstanding immediately pror to the
Company's March 19, 2012 4 1627-for-one stock split has been split into 4 1627 shares of common stock

Company Qverview

We behieve we are a growth-onented, multi-platform imdusinal company with what we believe are leading market shares and tghly trusted brands that
serve a diverse array of global end-markets Our hentage of mnovanon and specification have allowed us to provide highly engineered, mission critical
solutions to customers for decades and affords us the privilege of having long-term, valued relationships with market leaders We operate our company 1 a
disciplined way and RBS 15 our operating philosophy Grounded in the spint of continuous improvement, RBS creates a scalable process-based framework
that focuses on driving supenor customer satisfaction and financial results by targeting world-class operating performance throughout all aspects of our
bustness
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Restructuring and Other Sunilar Costs

During fiscal 2012 we commenced certam restructurning actrons to reduce operating costs while modifying our footpnnt to reflect changes in the
markets we serve, the impact of acquisitions on our overall manufactunng capacity and the refinement of the overall management of our product portfolio
The restructuring actions pnmanly resulted in workforce reductions, lease termination, inventory write-off asset impairment and the consehdation of certain
North American water and waste water treatment facihities We recorded restructuring charges of $11 4 million duning fiscai 2012

Beginning 1n fiscal 2009 and through fiscal 2010, we executed certain restructuring actions to reduce operating costs and 1mprove profitability As
these restructuring aclions were substantially completed dunng fiscal 2010, we did not record any restructuning charges during the year ended March 31,
2011 We recorded restructuning charges of $6 & mmllion for the year ended March 31 2010, pnmanly consisting of severance costs related to work force
reductions

Financial Statement Presentation

The following paragraphs provide a brief descripuon of certan items and accounting pohicies that appear in our financial statements and general factors
that impact these items

Net Sales Net sales represent gross sales less deductions taken for sales returns and allowances and incentive rebate programs

Cost of Sales. Cost of sales mncludes all costs of manufacturing required to bring a product to a ready for sale condition Such costs include direct and
indirect matenals, direct and indirect labor costs meluding fringe benefits, supplies, utilities, depreciation, insurance, pension and postretirement benefits,
mformation technology costs and other manufactunng related costs

The largest component of our cost of sales 1s cost of matenals, which represented approximately 36% of net sales in fiscal 2012 The prnincipai
matertals used n our Process & Motion Control manufacturing processes are commodities that are avarlable from numerous sources and include sheet, plate
and bar steel, castings, forgmgs, high-performance engineered plastics and a wide vanety of other components Within Water Management, we purchase a
broad range of matertals and components throughout the world in connection with our manufactunng activities Major raw matertals and components include
bar steel, brass, castings, copper, forgings, high-performance engineered plastic, plate steel, resin, sheet plastic and 2inc We have a strategic sourcing
pragram to sigmficantly reduce the number of direct and indirect suppliers we use and to lower the cost of purchased matenals

The next largest component of our cost of sales 1s direct and indirect labor, which represented approximately 15% of net sales in fiscal 2012 Direct
and indirect labor and related fringe benefit costs are susceptible to inflationary trends

Selhng, General and Adminuistrative Expenses. Selling, general and administrative expenses pnmarnly inciudes sales and marketing finance and
admnistration, engineening and technecal services and distnbution Our major cost elements include satary and wages fringe benefits penston and
postretirement benefits, insurance, depreciation, advertising, travel and information technology costs

Crinical Accounting Estimates

The methods, estimates and judgments we use 1n applying our critieal accounting policies have a sigmificant impact on the results we report m our
consolidated financial statements We evaluate our estimates and judgments on an on-going basis We base vur esiimates on histonical experience and on
assumptions that we behieve to be reasonable under the circumstances Our expenence and assumpuons form the basis for our judgments about the carrying
value of assets and lilabihiies that are not readily apparent from other sources Actual results may vary from what we anticipate and different assumptions or
estimates about the future could change our reported results Within the context of these cntical accounting policies, we are not currently avware of any
reasonably likely event that would result in matenally different amounts being reported

We believe the following accounting polictes are the most cnitical to us in that they are important (o our financial statements and they require our most
difficult, subjective or complex judgments 1n the preparation of our consolidated financial statements

Revenue recogrtion, Net sales are recorded upon transfer of title and nisk of product loss to the customer Net sales relating to any particuilar shipment
are based upon the amount invoiced for the delivered goods less estumated future rebate payments and sales returns which are based upon historical
cxpenence Revisions to these estimates are recorded tn the penad 1n whech the facts that give rise to the revision become known The value of returmned goods
during the years ended March 31, 2012, 2011 and 2010 was approximately | 0% or less of net sales Other than a standard product warranty, there are no
other significant post-shipment obligations
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Receivables Receivables are stated net of allowances for doubtful accounts of $6 4 mithon at March 31, 2012 and $5 3 mullton at March 3¢, 2011 On
a regular basis, we evaluate our receivables and establish the allowance for doubtful accounts based on a combination of specific customer circumstances and
uistonical write-off expenence Credit 15 extended to customers based upon an evaluation of their financial position Generally, advance payment is not
required Credit losses are provided for in the consohidated financial statements and consistently have been within management’s expeciations

Inventory Inventones are stated at the lower of cost or market Market 1» determmned based on estimated net realizable values Approximately 60% of
the Company’s total inventories as of March 31, 2012 and 20t t were valued using the “last-in, first-out” (LIFO) method All remaining inventortes are valued
using the “first-in, first-out” (FIFO) method The valuation of inventories includes matenal, labor and overhead and requires management to determene the
amount of manufacturing vanances to capitalize ito mventones We capitahize matenal, labor and overhead vartances into mventories based upon estimates
of key dnvers, which generally include raw matenal purchases (for material vanances), standard labor (for labor variances) and calculations of mventory
turnover (for overhead vaniances)

In some cases we have deternuined a certain portion of our inventones are excess or chsolete In those cases, we witte down the value of those
inventones to their net reahizable value based upon assumptions about future dernand and market conditions It actual market conditions are less favorable
than those projected by management, additional inventory write-downs may be required The total wrnite-down of inventones charged to expense was $2 6
miltion, $3 8 multton, and $7 1 million, dunng fiscal 2012, 2011, and 2010, respectively

Imparrment of intangtble assets and tangible fixed assets Our intangible assets and tangible fixed assets are held at historical cost, net of depreciation
and amortization, less any provision for impairment

Intangible assets are amortized over the shorter of thexr legal life or estimated useful life as follows

Trademarks and tradenames No amortization (indefinite Iife)
Patents 210 20 years
Customer Relationships 3o 15 years
Non-compete 2to 5 years

Tangible fixed assets are depreciated to their residual values on a straight-line basis over thewr estimated useful hves as follows

Land No depreciation
Buildings and improvements 10 1o 30 years
Machmery and equipment 5 to 10 years
Computer hardware and software 3 to 5 years

An impairment review of specifically identifiable amortizable intangible or tangible fixed asscts 1s performed tf an indicator of impatrment, such as an
operating loss or cash outflow trom operating activities or a significant adverse change in the business or market place exists Estimates of future cash flows
used to test the asset for impairment are based on current operating projections extended to the useful lhife of the asset group and are, by their nature,
subjective

Our recorded goodwill and indefimte lived mtangible assets are not amortized but are tested annually for imparment or whenever circumstances
mdicate that impawment may exist using a discounted cash flow methodology based on future business projections and a market value approach The discount
rate utilized within our impairment test 1s based upon the weighted average cost of capital of comparable public companies

We expect to recognize amortization éxpense on the intangible assets subject to amortization of $49 7 mullion 1o fiscal 2013, $49 6 mullion n fiscal
2014, $49 3 mulhion 1n fiscal 20185, $48 9 million n fiscal 2016, and $30 0 mulhon in fiscal 2017, respectively
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Retrrement benefits. We have significant pension and post-retirement benefit income and expense and assets/Liabihties that are developed from
actuanal valuations These valuations mclude key assumptions regarding discount rates, expected return on plan assets, mortality rates, ment and promotion
mcreases and the current health care cost trend rate We consader current market conditions in selecting these assumptions Changes in the refated pension and
post-retirement benefit income/costs or assets/liabilities may occur n the future due to changes 1n the assumphons and changes 1n asset values

We recopnize the net actuarial gains or losses 1n excess of unrecognized gam or loss exceeding 10 percent of the greater of the market-related value of
plan assets or the plan's projected benefit obligation at the beginning of the year (the "corndor™) 1 operating results during the fourth quarter of each fiscal
year (or upon any re-measurement date} Net pertodic benefit costs recorded on a quarterly basis are primarily comprnised of service and interest cost,
amortization of unrecogmized prior service cost and the expected retumn on plan assets See Part [E [tem §, Note |5 - Retirement Benefits to the consolidated
financial statements of this Annual Repont for additional information

The obligation for postretirement benefits other than pension also 1s actuanally determtned and 15 affected by assumptions including the discount rate
and expected future increase in per capila costs of covered postretirement health care benefits Changes in the discount rate and differences between actual
and assumed per capita health care costs may affect the recorded amount of the expense in future penods

Income taxes We are subject to income taxes n the United States and numerous foreign junsdictions Sigmificant judgment 15 required 1n determining
our worldwide provision for income taxes and recording the related deferred tax assets and habilities

We assess our meome lax positions and record tax habilities for all years subject to examination based upon management’s evaluation of the facts and
circumstances and information available at the reporting dates For those income tax positions where 1t 1s more-hkely-than-not that a tax benefit will be
sustamed upon the conclusion of an examination, we have recorded the largest amount of tax benefit having a cumulatively greater than 50% hkelihood of
bemg realized upon ultimate settlement with the apphcable taxing authority, assurming that 1t has full knowledge of all relevant information  For those tax
positions which do not meet the more-likely-than-not threshold regarding the ultimate realization of the related tax benefit no tax benefit has been recorded 1n
the financial statements In addition, we have prowvided for interest and penalties, as appheable, and record such amounts as a component of the overall income
tax provision

We recognuze deterred tax assets and habilities based on the differences between the financial statement carrying amounts and the tax bases of assets
and habilities, net operating losses, tax credrt and other carryforwards We regularly review our deferred tax assets for recoverability and establish a valuation
allowance based on historical losses, projected future taxable income and the expected hming of the reversals of existing temporary differences As a result of
this review, we have established a valuation alloewance against substantiatly all of our deferred tax assets relating to foreign and state net operating loss
carryforwards, and a partial valuation allowance against foreign tax credit carryforwards

Commuitments and Confingencies. We are subject to proceedings, tawsuns and other claims related to environmental, labor, product and other matters
We are required 1o assess the likelihood of any adverse judgments or outcomes to these matters as well as potential ranges of probable losses We determme
the amount of reserves needed, 1f any, for each individual 1ssue based on our professional knowledge and experience and discussions with legal counsel The
required reserves may change in the future due to new developments in each matter, the ultimate resolution of each matter or changes in approach, such as a
change n settlement strategy

Threugh acquisitions, we have assumed presently recorded and potential future habilities relating to product liability, environmental and other clamms
We have recorded reserves for claims related to these obligations when appropnate and, on certain occasions, have obtamed the assistance of an independent
actuary 1n the determination of those reserves i actual expenence deviates from our estimates we may need to record adjustrents to these habihties in future
periods

Warraniy Reserves Reserves are recorded on our consolidated balance sheets to reflect our contractual habilities relating to warranty commitments to
our customers We provide warranty coverage of various lengths and terms to our customers depending on standard offenings and negotiated contractual
agreements We record an estimate for warranty expense at the tme of sale based on htstorical warranty return rates and repair costs Should future warranty
expenence differ matenially from our historical experience, we may be required to record additional warranty reserves wiich could have a matenal adverse
effect on our results of operations 1n the penod i which these additional reserves are required
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Environmental Liabilities We accrue an esimated hability for each environmental matter when the Iikelthood of an unfavorable outcome 15 probable
and the amount of loss associated with such unfavorable outcome 1s reasonably estimable We presume that a matter 15 probable of an unfavorable outcome 1f
(a) hittgation has commenced or a claim has been asserted or 1if commencement of lttigation or assertron of a claim 1s probable and (b) 1f we are somehow
assoclated with the site In addition, 1f the reporting enuty has been named as a Potentially Responsible Party (“PRP™), an unfavorable outcome 15 presumed

Estimating environmentat remediation iabilities involves an array of 1ssues at any pomnt m time  In the early stages of the process, cost cstimates can
be difficult to denve because of uncertainties about a variety of factors For this reason, estimates developed in the early stages of remediation can vary
significantly, and, 1n many cases, early estimates later require sigmificant reviston The following are some of the factors that are integral to developing cost
e¢stimates

. The extent and types of hazardous substances at a site,

. The impact, 1f any, on natural resources and third parties

. The range of technologies that can be used for remediation,

. Evolving standards of what constitutes acceptable remediation, and

. The number and financial condition of other PRPs and the extent of their responsibility for the remediation

An estimate of the range of an environmental remediation hability typically 1s derived by combining estimates of vantous components of the hability,
which themselves are likely to be ranges At the early stages of the remediation process particular components of the overall hiability may not be reasonably
estimable Thts fact does not preclude our recognition of a hability Rather, the components of the Liabality that can be reasonably estimated are viewed as a
surrogate for the mnimum in the range of our overall ltability Estimated legal and consulting fees are included as a component of our overall habulity

Asbestos Claims and Insurance for Asbestos Clarms As noted 1n Part 11 ltem 8 Note 18 - Commitments and Contingencies of notes to the
consolidated financial statements, of this Annual Report, certain Water Management subsidianes are subject to asbestos hitigation As a result, we have
recorded a hiabihity for pending and potennial future asbestos claims, as well as a receivable for msurance coverage of such habuity The valuation of our
potential asbestos hiability was based on the number and seventy of future asbestos claims, future settlement costs, and the effectiveness of defense strategies
and settlement intiatives

The present estmate of our asbestos liability assumes (1) our continuous vigorous defense strategy will remam effective, (11) new asbestos claims filed
annually against Zurn will dechine modestly through the next ten years, (1) the values by disease will remain consistent with past experience and (1v) our
insurers will continue to pay defense costs without eroding the coverage amounis of our insurance pohicies Our potential asbestos hality could be adversely
affected by changes 1n law and other factors beyend our control Further, whule our current asbestos hiability 15 based on an estimate of claims through the next
ten years, such labihty may continue beyond that ime penod and such hability could be substantial

We cstimate that our avanlable insurance to cover our potential asbestos hability as of the end of fiscal 2012 15 greater than our potential asbestos
labihty This concluston was reached afier considering our experience 1n asbestos Iitigation, the insurance payments made to date by our insurance carners,
existing msurance policies, the tndustry ratings of the msurers and the advice of insurance coverage counsel with respect to applicable msurance coverage law
relating to the terms and conditions of those policies We used these same considerations when evaluating the recoverability of our receivable for insurance
coverage of potential asbestos clams

Recent Accounting Pronouncements

In September 261 1, the Financial Accounting Standards Board 1ssued an update to Accounting Standards Codification (“ASC™) No 350, “Intangibles-
Goodawill and Other  (“ASC 350 ), which now permuits entities to ininally perform a qualitative assessment on goodwill impairment to assess whether it 15
more likely than not that the fair value of a reporting unit 15 less than its carrying amount as a basis for determuning whether it 1s necessary to perform the two-
step goodwill impairment test The amended gurdance 1s effective for fiscal years, and intenim pertods within those years, beginmimg after December 15, 2011,
with earlier adoption permutted The implementation of this guidance 15 not expected to have a material mpact on our results of operations, financial position,
or cash flows
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In June 2011, the Financial Accounting Standards Board 1ssued an update to ASC No 220, Presentution of Comprehensive Income  which no longer
permmts presentation of other comprehensive income and 1ts components in the statement of shareholders' equity Rather, companies may elect to present the
items of net mecome and other comprehensive income 1n 4 simgle continuous statement of comprehensive income or 1n two separate, but consecutive,
statements Under either method the statement must be presented with equal prominence as the other primary financial statements The amended guidance,
which must be apphed retroactively, 1s effective for fiscal years, and mterim petiods within those years, beginning after December 15, 2012, with earlier
adoption permitted The implementation of this guidance 1s not expected to have a material impact on our results of operations, financial position, or cash
flows

Evaluation of Subsequent Events

We evaluated subsequent events from the balance sheet date of March 31, 2012 through May 9, 2012 and have concluded that the following
subsequent events have occurred dunng such perod

Iratral Public Offening

On Apnl 3, 2012, we closed the intial pubhe offering ("IPO") of our common stock In the IPO, the Company registered 11s common stock with the
SEC and subsequently offered and sold 27,236,842 shares of common stock, at a public offering price of $18 00 per share for an aggregate offering proceeds
of $462 0 million, net of $28 2 million of underwriting discounts and commussions In connechion with the 1PO, we incurred additional expenses of 32 6
mullion We also expect to recognize an additional charge of $15 0 mullion to temminate our management agreement with Apollo and use 3325 0 mithon of
cash to redeem the k1 75% Notes discussed below For additional information regarding our EPO and our use of proceeds see Item 5 "Market for Registrant's
Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Secunties” elsewhere in this Annual Report

Redempunion of 11 75% Notes

On Apnil 17, 2012, our subsidiaries, RBS Global and Rexnord LLC completed a full redemption of all of the 11 75% senior subordinated notes due
2016 {the *11 75% Notes") that were then outstanding under the indenture, (as amended or supplemented the “1 1 75% Notes Indenture ) We utihzed
proceeds from the [PO and paid an aggregate of approxmmately $325 0 million, which consisted of $300 0 million aggregate principal amount of 11 75%
Notes, plus early redemption prermums of $17 6 million and accrued interest of $7 4 million Upon the redemption, the 11 75% Notes Indenture was
discharged 1n accordance with 1ts terms, except for certain obligations of the trustee We expect to recogmze a related expense of 321 1 million m the first
quarter of fiscal 2013, which 13 comprised of the $17 6 muillion tender premium and a $3 5 muillion nen-cash write-off of deterred financing costs

Guarantee

On April 17, 2012, Rexnord Corporation entered mto a second supplemental indenture, with respect to RBS Global's and Rexnord L1C's 8 50%
semar notes due 2018 (the ‘8 50% Notes™) Pursuant to the supplemental indenture, Rexnord Corporation fully and unconditionally guaranteed the 8 50%
Noles

Incremental Assumption Agreement

On April 18, 2012 our subsidianes, Chase Acquisition |, Inc , RBS Global, Rexnord LLC, and the subsidianies of RBS Global that are guarantors
under the Second Amended and Restated Credit Agreement, dated as of March 15, 2015 (the "Second Restated Credit Agreement”) entered into an
Incremental Assumption Agreement relating to the Second Restated Credit Agreement The Incremental Assumption Agreement, which was contemplated by
the Second Restated Credit Agreement, increased the amount of the existing revolving credit commitments under the Second Restated Credst Agreement by
%85 0 milhion, from $180 0 nulhon to $263 0 million
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Results of Operations

VAG Acquisition

On October 10, 201 1, we acquired VAG for a total cash purchase price of $238 6 milhon net of cash acquired and excluding transaction costs VAG 1s
a global leader in engingered valve solutions across a broad range of applications, mcluding water distribution, wastewater treatment, dams and hydropower
generation, as well as vanous other industnal applicanons This acquisition expanded our existing Water Management platform and allows us to further
expand mto key markcls outside of North America Our financial position and results of operations include VAG subsequent to October 10, 2011

Divestiture

On July 19, 2011, we sold substantially all of the net assets of & non-matenal, underperforming business wathin our Process & Motion Control segment
based 1n Germany for a tolal sale price of $4 5 million (53 9 million recerved to date and 30 6 milhon to be recewved in future penods) (the “divestiture™) We
recorded a pre-tax loss on the divestiture of approximately $6 4 mullion dunng fiscal 2012, which s subject to a final working capital settlement Qur financial
posiion and results of operations mciude the divestiture up to July 19, 2011

Autogard Acquinition

On Apnl 2, 2011 we acquired Autogard for a total cash purchase price of $18 2 rlhon, net of cash acquired Autogard 1s a European-based
manufacturer of torgue limiters and couplings The acquisition further expands our global Process & Motion Control platform and will allow us to provide
increased capabililics and support to our global customer base Qur financial position and results of operations include Autogard subsequent to Apnl 2 2011

Fiscal Year Ended March 31, 2012 Compared with the Fiscal Year Ended March 31, 2011

Net Sales
{Dollars i Milltons)

Fiscal Year Ended

March 31, 2012 March 31, 2011 Change % Change

Process & Motion Control s 13361 3 11751 $ 1610 13 7%
Water Management 6335 5245 109 0 20 8%
Consolidated $ 1,969 6 s 1,699 6 S 2700 15 9%

Process & Motton Control

Process & Motion Control net sales for the year ended March 31, 2012 mcreased 14% from the pror year te $1,336 1 mullton Core net sales which
excludes foreign currency fluctuations and a 2% unfavotable year-over-year impact from the divestiture increased by 14% year-over-year, due to solid
demand, market sharc gains across the majority of our served global markets, and new product growth

Water Management

Water Management net sales for the year ended March 31, 2012 increased 21% from the prior year to 8633 5 million Core net sales which excludes
foreign currency fluctuations and the 19% impact of the VAG acquisition, mcreased by 2% year-over-year, pnimarily due to market share gains and increased
aliernative market sales, which was partially offset by tower shipments 1o the North American municipal water markets
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Income from Operation
(Dollars in Milhions)

Fiscal Year F.nded

March 31, 2912 March 31,2011 Change
Process & Motion Control 2303 1811 492
% of net sales 17 2% 154% 18%
Water Management 513 694 (18 1)
% of net sales 8§ 1% 132% (51)%
Corporate (398) (314) (84)
Consolidated 2418 2191 27
% of net sales 123% 129% (0 61%

Process & Mouon Control

Process & Motion Control income from operations for the year ended March 31, 2012 increased 27 2% to $230 3 mullion or 17 2% of net sales
(including 35 4 milhon of restructurning charges) compared to $18! 1 mullion or 15 4% of net sales n fiscal 2011 Excluding the impact of restructuning
charges, income from operations as a percent of net sales increased 220 basis points from the prior period as the result of productivity gains and operating
leverage on gher year-over-year sales volume net of investment in new product development and global growth capabilitics !

Water Management

Water Management income from operations for the year ended March 31, 2012 was $51 3 million or 8 1% of netsales Fiscal 2012 operating margins
were adversely impacted by 35 0 million ef restructuring charges and 35 3 million of inventory adjustments primanly related to the acquisinon of VAG (an
aggregate 160 basis pont impact) Exeluding restructuring and the inventory adjustment inceme from operations for the year ended March 31, 2012 was
$61 6 mulhion or 9 7% of net sales compared to $69 4 milhon or 13 2% of net sales 1n fiscal 2011 Adjusted income from operations as a percent of sales
decreased 350 basis point year-over-year as a result of lower profitability of certam long-lead time projects within the North American municipal water
markets, short-term facility consolidation costs as well as the mix impact of the VAG acquisibion

(4] rale

Corporate expenses were 339 8 million i fiscal 2012, which includes §9 1 million of expense related to the fourth quarter adjustment tor actuarial
losses on pension and postretirement benefit obligations, compared to expenses of $31 4 mullion 1n fiscal 2011

Interest Expenve, Vet Interest expense, net was 5176 2 million duning the year ended March 31, 2012 compared to $180 8 million duting the year
ended March 31, 2011 The year-over-year reduction in interest expense 15 primarily the result of the extinguishment of our remaimng PIK toggle senmor
indebtedness in the first quarter of fiscal 2012

Loss on the Extinguishment of Debt  Loss on the extinguishment of debt was $10 7 nullion for the year ended March 31 2012 compared to $100 8
million duning the year ended March 31, 2011 Dunng fiscal 2012 we recorded a $¢ 7 mullion and $10 0 mullion toss on debt extinguishment as a result of the
extingwishment of the PIK toggle senior indebtedness and the refinancing of the senior secured credit facihinies, respectively Duning fiscal 2011, we recorded
4 5100 8 mulhion loss on debt extinguishment as a result of our cash tender offer for cortam outstandimyg debt which was comprised of a bond tender premium
paid to the lender and the non-cash write-o{T of deferred financing fees and net onginal 1ssuance discount See “Liquidity and Capital Resources below for
additional information !

Other (Expense) Income, Net. Other expense, net for the year ended March 31 2012 was 87 | million , consisting of management fee expense of $3 0
mullion, foreign currency transaction losses of 33 2 mullion and other nuscellaneous income of 81 | mulhion In the first quarter of fiscal year 2013, we wril
recognize an expense of $15 0 million related to the termination off the management agreement with Apollo Other income net for the year ended March 31
2011 was 3t 1 million , consisting of management fee expense of $3 0 mullion income 1n unconsolidated affilates of $4 1 million (mcludimg & $3 4 million
gain recorded as a result of our step acquisition of 100% of the voting shares in Mecanica Falk on August 31, 2010), foreign currency transactton gams of
31 5 million and other net miscetlaneous expenses of $1 5 mullion
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Provision (benefiy) for Income Taxes The income tax provision in fiscal 2012 was $11 5 mullion or an effective tax rate of 27 8% The provision
recorded differs from the statutory rate mamnly due to the utilization of certaan U S foreign tax credit carryforwards which had a valuation allowance recorded
against them based upon the onginal determination that the realization of such benefits was not deemed more-likely-than-not, the recognition of certain
foreign related branch losses for U S 1ncome tax purposes, partially offset by an increase n the valuation allowance related to foreign net operating loss
carryforwards for which such realizauon was not deemed more-likely-than-not The income tax benefit in fiscal 2011 was ${10 1) mullion or an effective tax
rate of 16 4% The benefit recorded differs from the statutory rate mainly due to the effect of an mcrease i the valuation allowance related to foretgn tax
credit carryforwards for which such realization was not deemed more-likely-than-not Sce Part [l [tem 8, Note 16 - Income Taxes of the consohdated financial
statements for more informaton on income taxes

Net Income (Loss). The net tncome recorded 1n fiscal 2012 was $29 9 million, or $0 42 per diluted share, as compared to a net loss of $51 3 mullion, or
$(0 77) per diluted share 1n the prior year due to the factors described above

Fiscal Year Ended March 31, 2011 Compared with the Fiscal Year Ended March 31, 2010

Net Sales
(Dollars in Milhgns)

Fiscal Year Ended

March 31, 2011 March 31, 2010 Change % Change

Process & Motion Controf $ 11751 $ 1,003 7 $ 1714 17 1%
Water Management 5245 306 3 182 Je%
Consolidated $ 1,699 6 $ L5100 3 1896 12 6%

Process & Motion Control

Process & Motion Control net sales for the year ended March 31, 2011 nereased 17 1% from the prior year to $1,175 | million Core net sales, which
excludes foreign currency fluctuations, increased by 17 5% year-over-year driven by solid international growth improved demand in our North Amenca end
markets and market share gains across many of our products

Water Management

Water Management net sales for the year ended March 31, 2011 increased 3 6% from the prior year to $524 5 million Core net sales, which excludes
the foreign currency fluctuations increased by 3 1% year-over-year as a result of targeted market share gains and growth m alternative markets, which more
than offset the overall decline in the core infrastructure and commercial construchion markets, which we estimated to be down 15% year-over-year based on
MeGraw-Hill construction data

Income (lovs) from Operations
{Dollars in Millions)

Fiscal Year Ended

March 31, 2011 March 31, 20190 Change
Process & Motion Control 7 3 1811 $ 1165 $ 64 6
% of ner sales 15 4% 11 6% ) 38%
Water Management 694 761 67
% of net sales 132% 150% (1 81%
Corporate 314 (312) T ©2)
Consolidated 3 2191 $ 161 4 3 577
% af nef sales 12 9% 10 7% 22%

Process & Motion Control

Process & Motion Control mmcome from operations for the year ended March 31, 201 1 increased 55 5% to $181 I million compared to fiscal
2010 Income from operations as a percent of net sales increased 380 basis ponts from the prior year to 15 4% The improvement tn fiscal 201 | operating
margin 15 primarily the result of our improved operating leverage on higher year-over-year net sales volume, productivity gams and cost reduction actions,
partially offset by higher material costs and targeted investments in new product development and global growth capabilities
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Water Management

Water Management income from operations for the year ended March 31, 2011 declined 8 8% to 569 4 million compared to fiscal 2010 Income from
operations as a percent of net sales decreased 180 basis points from the prior year to 13 2% The decline 1n fiscal 201 | operating margin 1s pnmanly the result
of higher year-over-ygar matenal costs and the impact of profit vanability within certain water and wastewater project shipments in the current year compared
to the pnor year as well as investments 1n rew product development and growth imtiatives

Qomorate

Comorate expenses increased by $0 2 mullion to $31 4 million 1n fiscal 2011 from $31 2 muihon in fiscal 2010

Interevt Expense, Net. Interest expense, net was $180 8 mullion during the year ended March 31, 2011 compared to $194 2 milhion during the year
ended March 31 2010 The year-over-year reduction in interest expense was pnmanly the result of the lower weighted average fixed borrowing rates on our
scnior notes as well as a reduction m our PIK toggle semor indebtedness from a fiscal 2010 repurchase discussed below, partially offset by a slight increase n
average debt outstanding as a result of the incremental notes 1ssued in connection with the April 2010 refinancing descnbed below

(Loss) Garn on the Extingurshment of Debr Dunng fiscal 2011, we recorded a $100 8 million loss on debt extinguishment as a result of our early
repayment of debt in Aprtl 2010 pursuant to cash tender offers The $100 8 mullion charge was compnsed of a bond tender premium pad to the lenders and
the non-cash write-ofT of deferred financing fees and net onginal ssuance discount Duning fiscal 2010, we recorded a $167 8 mallion gatn on debt
extinguishment as a result of the purchase and extinguishment of a portton of our PIK toggle semor indebtedness and our April 2009 debt exchange offer

Other Income (Expense), Net. Cher income, net for the year ended March 31, 2011 was $1 1 miltion, consisting of management fee expense of $3 0
million, income 1 unconsohidated affiliates of 34 1 millien (including a $3 4 million gain recorded as a result of our sicp acquisiion of 100% of the voting
shares m Mecanica Falk on August 31, 2010), foreign currency transaction gans of $1 5 million and other net miscellaneous expenses of §1 5 million Other
expense, net for the year ended March 31, 2010 was 516 4 rmlhon, consisting of management fee expense of $3 0 million, transaction costs associated with a
debt exchange offer of $6 0 miilion, foreign currency transaction losses of $4 3 mtllion and other net miscellaneous expenses of $3 1 mithon

(Benefit} Provision for income Taxes. The income tax benefit in fiscal 2011 was $(10 1) nmullion or an effective tax rate of 16 4% The benefit
recorded differs from the U § federa) statutory rate mainly due to the effect of the increase in the valuation allowance related to foreign tax credit
cammyforwards for which such reahization 1s not deemed o be more-likely-than-not The income tax provision in fiscal 2010 was $30 5 mullion or an effective
tax rate of 25 7% The proviston recorded differs from the statutory rate mainly due to the effect of the income tax benefit recogmized as a result of a decrease
to the Liability for unrecognized tax benefits assoctated with the conclusion of the Internal Revenue Service (IRS ) exam:nation and certam benefits provided
under a new Brazilian tax settlement program See Part H Item 8, Note 16 - Income Taxes of the consohdated financial statements for more information on
Income taxes

Net (Lovs) Income The net loss recorded in fiscal 2011 was 851 3 mullion, or $(0 77) per diluted share as compared to net income of $88 | mullion, or
S1 27 per diluted share, in the pnor year due to the factors described above
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Non-GAAP Fmancial Measure

In addition to net income (loss), we beheve Adjusted EBITDA (as described below in “Covenant Comphiance™) 1s an important measure under our
senior secured credit facilines, as our ability to meur certain types of acquisiion debt and certam types of subordinated debt, make certain types of
acquisitions or asset exchanges, operate our business and make dhvidends or other distributiens, all of which will impact our financial performance 1s
impacted by our Adjusted EBITDA, as our lenders measure our performance by companng the ratio of our semor secured bank debt to our Adjusted EBITDA
(see “Covenant Compliance” for additional discussion of this ratio, including a reconcihiation to our GAAP net income) We reported Adjusted EBITDA of
$387 4 million 1n fiscal 2012 , and net income for the same penod of $29 9 million

Covenant Comphance

RBS Global's and Rexnord LLC's semior secured credit facilities contain, among other provisions restrictive covenants regarding indebtedness,
payments and distributions, mergers and acquisitions, asset sales, affiliate transactions, captal expenditures and the maintenance of certain financial ratios
Payment of borrowings under the semor secured credit facilities and indentures that govern our notes may be accelerated 1f there 15 an event of default Events
of default include the failure to pay principal and interest when due, a matenal breach of a representation or warranty, covenant defaults, events of bankruptcy
and a change of contrel Certain covenants contained n the credit agreement that govemns our senior secured credit facilities restrict our ability to take certam
actions, such as incurning additional debt or makmng acquisibions, 1f we are unable to meet certaim maximum senior secured bank debt to Adjusted EBITDA
ratios and, with respect to our revolving facthity, also require us to remain at or below a certain maximum senior secured bank debt to Adjusted EBITDA ratio
as of the end of each fiscal quarter Certain covenants contamned 1n the indenture that governs our notes restrict our ability to take certain actions, such as
incurnng addittonal debt or making acquisitions if we are unable to achteve a minimum Adjusted EBITDA 10 Fixed Charges ratto Under such indenture, our
ability 10 incur additional indebtedness and our ability to make future acquisitions under certain circumstances requires us to have an Adjusted EBITDA to
Fixed Charges ratio (measured on a last twelve months, or LTM, basis) of at least 20 to 1 0 Failure to comply wath this covenant could limit our long-term
growth prospects by hindering our ability to obtain future debt or make acquisitions

“Fixed Charges” 1s defined in our indentures as net interest expense, excluding the amortization or write-off of deferred financing costs

“Adjusted EBITDA” 15 defined in our semor secured credit faciliies as net income, adjusted for the items summanzed n the table below Adjusted
EBITDA 15 intended to show our unleveraged, pre-tax operating results and therefore reflects our financial performance based on operational factors
excluding non-operational, non-cash or non-recurnng losses or gains Adjusted EBITDA 15 not a presentation made in accordance with GAAP, and our use of
the tetm Adjusted EBITDA vartes from others in our industry This measure should not be considered as an atternauve to net income, income from operations
or any other performance measures denived 1n accordance with GAAP Adjusted EBITDA has important ltnutations as an analytical tool, and you should not
consider 1t 1n 1solation, or as a substitute for analysis of our results as reported under GAAP For example, Adjusted EBITDA does not reflect (a) our capital
expenditures, future requirements for capital expenditures or contractual commutments, (b) changes in, or cash requirements for, our working capital needs,
(c) the sigmficant interest expenses, or the cash requitements necessary to service interest or prncipal payments, on our debt, (d) lax payments that represent a
reduction 1n cash available to us, (€) any cash requirements for the assets being depreciated and amortized that may have ta be replaced n the future,

(f) management fees that may be paid to Apollo, or (g) the impact of earnings or charges resulting from matters that we and the lenders under our secured
senior credit facilittes may not consider indicative of our ongoing operations [n parucular our defimtion of Adjusted EBITDA allows us to add back certain
non-cash, non-operating or non-recurnng charges that are deducted in calculating net income, even though these are expenses that may recur vary greatly and
are difficult to predict and can represent the effect of long-term strategies as opposed to short-term results

In addition, certamn of these expenses can represent the reduction of eash that could be used for other corporate purposes Further, although not
included 1n the calculation of Adjusted EBITDA below, the measure may at imes allow us to add estumated cost savings and operating synergies related to
operational changes ranging trom acquisitions or dispositions to restructurings, and/or exclude one-uime transition expenditures that we anticipate we will
need to incur to realize cost savings before such savings have occurred

As of March 3, 2012 the caleulation of Adjusted EBITDA under our senuor secured credit facilities results in a substantially wdentical calculation
However the results of such calculanons could differ n the future based on the different types of adjustments that may be included 1n such respective
calculations at the time
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Set forth below 1s a reconcibiation of net loss to Adjusted EBITDA for the fiscal year ended March 31, 2012

(in millions) Year ¥ nded Viarch
31,2012

Net income ) 3 299"
Interest expense, net 176 2
Income tax provision s
Depreciation and amortization 114 4
EBITDA § 33290
Adpustments to EBITDA

Actuartal loss on pension and postretirement benefit obligation 91
Loss on divestiture (1) 64
Restructuring and other similar charges (2) 1ra
Loss on extinguishment of debt (3) 107
Impact of inventory fair value adjustment 412
Stock option expense 37
LIFO expense (4} 28
Other expense, net (5) 71
Subtotal of adjustments to EBITDA $ 554
Adjusted EBITDA $ 3874
Pro-forma adjustment for acquistion of VAG (6) % 132,
Pro-forma Adjusted EBITDA $ 400 6
Fixed charges (7} ’ $ 168 4
Ratio of Adjusted EBITDA to Fixed Charges 238
Semor secured bank indebtedness (8) 5 679 5
Senior secured bank leverage ratio (%) 1 68x

)

(2
3

@
(5)

(6)
(7}
(8)

(9

Represents our loss on the divestiture See Part 11 Item 8, Note 3 - Acquisiions of the consolidated financial statements for more information on the
divestiture

Represents restructuring costs compnsed of work torce reduction, non-cash asset impairment, lease termination, and other tacility rationaltzation costs
The loss on extinguishment of debt 1s the result of the refinancing of the sentor secured credit facilities as well as the retrement of the PIK toggle
semior indebtedness See Part [I Note 10 Long-Term Debt to the consolidated financial statements for more information

Last-in first-out (LIFO) inventory adjustments are excluded m calculating Adjusted EBITDA as defined in our semor secured credit tacihiies

Other expense, net for the year ended March 31, 2012 consisted of management fee expense of $3 0 mullion, foreign currency transaction losses of

£5 2 milhon and other miscellaneous income of $1 | million

Represents a pro forma adjustment to include the Adjusted EBITDA related to the acquisition of VAG for the peniod from Apnil 1, 2011 through
Qctober 10 2011 as permutted by our semor secured credit faciliies and indentures that govem our notes

The mdenture governing our senior notes define fixed charges as interest expense excluding the amortizatton or write-oft of deferred financing costs
for the trailing tour quarners

The semior secured credut facilities define senior secured bank debt as consolidated secured indebtedness for borrowed money less unrestricted cash,
which was $270 5 million (as defined by the senior secured credit facilities) at March 31, 2012 Senior secured bank debt reflected 1n the table consists
of borrowings under our sentor secured credit facihiies

The senior secured credit facilities define the sentor secured bank leverage ratio as the ratio of sentor secured bank debt to Adjusted EBITDA for the
trailing four fiscal quarters

43




Table of Contents

Liquidity and Capital Resources

Qur pnmary source of liquidity 15 available cash and cash equivalents, cash flow from operations and borrowing availabiiity under our $265 0 million
(as of Apnl 18, 2012) revolving credit facility and our $100 0 mullion accounts receivable secuntization program

As of March 31, 20t2, we had $298 0 milhion of cash and approximatety $234 5 mullion of additional borrowtngs available to us ( $134 5 million of
available borrowings under our revolving eredit facility and $100 0 million available under our accounts recetvable secuntization program) Both our
revolving credit facility and accounts recervable securitization program are available to fund our working capital requirements, capital expenditures and other
general corporate purposes As of March 31, 2012, the available borrowings under our credut facihity were reduced by $45 5 million due to outstanding letters |
of credit See “Evaluation of Subsequent Events” above for information related to the additional availability under the revolving credit facilities, as well as our
PO and repayment of certain indebtedness subsequent to March 31,2012 As of March 31, 2011, we had 539t 0 million of cash and approximately $219 6
million of additional borrowing capacity ($121 7 million of available borrowings under our revolving credut facility and $97 9 mullion available under our
accounts receivable securitization program)

Indebtedness

As of March 31, 2012, we had $2,423 7 million of total indebtedness outstanding as follows (in mullions)

Total Debt at Short-term Debt Long-term
March 31, and Current Portion
W12 Maturites of
Long-Term
Debt
8 50% Semor notes due 2018 $ 11450 % — $ 11450
Term loans (1) 9453 95 9358
11 75% Senior subordinated notes due 2016 (2) 3000 — R 3000
8 875% Semor notes due 2016 20 —_ 20
10 125% Semor subordinated notes due 2012 03 03 —_
Other (3) 311 035 306
Total Debt $ 24237 $ 103 $ 24134

) Includes an unamortized original 1ssue discount of §4 7 mullon at March 31, 2012

(2) On Apnil 17, 2012 the Company used proceeds from the IPO to fully redeem the 11 75% senior subordinated notes due 2016 (the "1 1 75% Notes™)
See "Evaluation of Subsequent Events” above for further nformation

(3)  Includes $23 4 muilion of financing related to our participation in the New Market Tax Credit incentive program as discussed below

Semor Secured Credn Facility

On March 15, 2012 we entered into the Second Restated Credit Agreement The senior secured credit faciliies under the Second Restated Credit
Agreement are funded by a syndicate of banks and other financial mstituttons and provide for loans of up to $1,130 mullion consisting of (£} a $950 O mullion
term loan facility with a maturity date of Apnl 1 2018, and (11) a $180 0 mulhon revolving credit facihty with a matunty date of March 15, 2017 and
borrow1ng capacity available for letters of credit and for borrowings on a same-day notice, referred to as swinghne loans On April 18, 2012, we entered mto
an Incremental Assumption Agreement, which increased the amount of the revolving credit facility by $85 0 mulhion, to $265 0 nullion

In connection with the refinancing n the fourth quarter of fiscal 2012, we repaid the amounts outstanding under our prior credit facihity, including the
term loans aggregating to $760 0 million and the $89 8 milhon of then-outstanding debt under our prior revolving credit facility As a result of the repayment,
we recognized a $10 0 million toss on the extinguishment of debt tn the fiscal quarter ended March 31, 2012, which was compnsed of the non-cash write-off’
of deferred financing fees, as well as payment to lenders to terminate the mterest rate swaps aligned to the old term loans
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As of March 31, 2012 , our outstanding borrowings under the term loan facility were $945 3 mullion (net of $4 7 million unamortized ongnal sssue
discount) Borrowings under the term loan facility bear mierest at a per annum fate equal to, at our option, either (a) i the case of ABR Bormowings 300%
plus a base rate determined by reference to the highest of (1} the federal funds effective rate plus 0 50%, (2) the pnme rate deternuned trom time to fime by
Credit Susse AG, the admimstrative agent under the Second Restated Credut Agreement and (3) the LIBO rate in effect for a one-month period plus 1 00%, or
(b} m the case of Eurocurrency Borrowmngs, 4 00% plus a Eurocurrency rate determined by reference to an annual interest rate equal to (x) the LIBO rate in
effect for a given nterest period divided by {y) one minus a statutory reserve applicable to such borrowing (subject to a 1% LIBOR floor) Additionally, for
revolving commitments subject to a first lien semor secured leverage test, the rates are subject to a potential step-down to 2 75% and 3 75% for ABR
Bomowings and Eurocurrency Borrowings, respectively (in the event our semor secured leverage rauo 1s less than | 5to 10) At March 31, 2012, using (b)
above, (1) the applicable margin with respect to outstanding term loan facility borrowings was 4 00%, (1) the weighted average miterest rate of term loan
facility borrowings was 5 00% (iu) the applicable margin with respect to revolving credit facility borrowings would havebeen 4 00%, and (1v) the weighted
average nferest rate of revolving credit facility borrowings would have been 5 00%

As of March 31, 2012, 1n addition to paying interest on outstanding principal under the senior secured credit facilities, we are required to pay a
commutment fee to the tenders under the revolving credit facility m respect to the unutilized commutments thereunder at a rate equal to 0 50% per annum,
prowided that any prepayment of term loan borrawings occurmng on or prior Lo September 13, 2012 in connection with a refinancing of such borrowings at a
lower all-m yield would be subject to a prepayment penalty equal to | 00% of the aggregate principal amount of the borrowings being refinanced

As of March 31, 2012 , the remaming mandatory principal payments prior to matunty on the term loan facilities was $57 0 mullion  Principal
paymers of §2 375 million are scheduled to be made at the end of each calendar quarter until March 31 2018 We may voluntanly repay outstanding loans
undsr the sentor secured credit faciliies at any ime without premum or penalty, other than customary “breakage™ costs with respect to Eurocurrency loans

All amounts outstanding under the revolving credit facihity will be due and payable m full, and the commutments thereunder will terminate, on March
15,2017 in addition, $45 $ million and $31 4 aullon of the revolving credit facility was canstdered vtilized in connection with outstanding letters of credit at
March 31, 2012 and March 31, 2011, respecuvely

The Second Restated Credit Agreement, among other things (1) allows for one or more future 1ssuances of secured notes, which may include, in each
case indebtedness secured on a pani passu basis with the obligations under the setuor secured credit facilities, so long as, in each case, among other things, an
agreed amount of the net cash proceeds from any such 1ssuance arc used to prepay term loans under the sentor secured credit facilities at par, (11) subject to the
requirement to make such offers on a pro rata basis to all lenders and certain other restrictions, allows us to agree with individual lenders to extend the
maturity date of any of the loans and/or commitments provided by such lenders and to otherwise modify the terms of the loans and/or commiments provided
by such lenders (including, without limitation, mereasing the nterest rate or fees payable i respect of such loans and/or commitments and/or modifying the
amortization schedule in respeet of such loans), and (u1} allows for one or more future 1ssuances of additional secured notes, which may nclude, in each case,
indebtedness secured on a pan passu basis with the obligations under the sentor secured credit fagilities, 1n an amount not to exceed the amount of incremental
facility availability under the sentor secured credst facilities

The Sccond Restated Credit Agreement also contains a number of typical covenants that, among other things, constramn, subject 1o certan fully-
negotiated exceplions, our ability, and the abtlity of our subsidianes, to sell assets, incur additional indebtedness, repay other mdebtedness, pay dividends and
distributions, repurchase 1ts capntal stock, ot make payments, redemptions or repurchases in respect certain indebtedness (including subordinated
indebtedness), create liens on assets, make investments, loans, guarantees or advances, make certain acquisitions engage m certamn mergers ar consolidations,
enter nto sale-and-leaseback transactions, engage (n certawn transactions with affiliates, amend certain matenal agreements governing its indebtedness, make
caputal expenditures, enter into hedging agreements, amend our organizational decuments, change the business conducted by us and our subsidianies, and
enter into agreements that restnct dividends from subsidianes Our semior secured credit facibities lumt our maximum senor secured bank leverage ratio to
50010 | 00 As of March 31, 2012, the semor secured bank leverage ratio was 1 68x to | 00

PIK Toggle Semwor Indebtedness

Dunng the first quarter of fiscal 2012, we fully retired $93 2 mullion of outstanding face value PIK toggle senior indebtedness due 2013 for $95 |
mullion n cash {including $1 5 million of accrued interest) As a result, we recognized a pre-tax loss of $0 7 mihon i the first quarter of fiscal 2012, which
was comprised of a non-cash write-off of $0 4 mullion of unamortized engmal 1ssue drscount and $0 3 million of unamortized deferred financing costs
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Senior Notes and Sentor Subordinated Notes

OQutstanding Notes

At Apnl 30, 2012, we had outstandng $1,145 0 mullion in aggregate principal 8 50% senior notes due 2018 (the "8 50% Notes") We also had
outstanding $2 3 million in aggregate principal under other notes, consisting of the 8 875% senior notes due 2016 (the "8 §75% Notes") and 10 125% sentor
subordinated notes due 2012

The 8 50% Notes bear interest at a rate of 8 50% per annum, payable on each May | and November | and will mature on May 1, 2018

The indenture governing the 8 50% Notes permits optional redemption of the notes, generally on or after May 1, 2014, on specified terms and at
specified prices In addition, the indenture provides that, prior to May |, 2014, the outstanding § 50% Notes may be redeemed at our option 1n whole at any
time or 1n part from time to time at a redemption price equal to the sum of (1) 100% of the principal amount of the notes redeemed plus (11} a “make whole™
premium specified m the indenture, and (1) accrued and unpaid interest and additional interest, 1f any, to the redemption date

In addition, at any time (which may be more than once) on or prior to May 1, 2013, we have the nght to redeem up to 35% of the pnincipal amount of
the 8 50% Notes at a redemption price equal to 108 50% of the face amount thereof, plus accrued and unpaid interest and additional interest, 1f any, with the
net proceeds of one or more equity offerings so long as at least 65% of the aggregate principal amount of the 8 50% Notes 1ssued remains outstanding afier
each redemption and such redemption occurs within a specified penod after the equity offering

Notwithstanding the above, our ability to make payments on, redeem, repurchase or otherwise retire for value, prior to the scheduled repayment or
maturity, the semior notes may be constrained or prohibited under the above-referenced senior secured credi facilities

The senior notes are unsecured obhgatons The indenture goverming the 8 50% Notes permits us to incur all permutted indebtedness (as defined in the
mdenture) without restniction, which in¢ludes amounts bortowed under the semor secured credit facilities

The indenture governing the 8 50% Notes contain customary covenants, among others, limiting dividends, the incurrence of additional indebtedness,
the 1ssuance of certain forms of equity, investments, purchases or redemptions of stock, restricted payments, transactions with affiliates and mergers and safes
of assets, and requiring us to make an offer to purchase notes upon the occurrence of a change 1 control, as defined n those ndentures These covenants are
subject to a number of important qualificattions For example, the mdentures do not impose any limitation on the mcurrence by us of habilities that are not
considered “indebtedness  under the indentures, such as certamn sale/leaseback transactions, nor do the indentures impose any limitation on the amount of
labthities incurred by our subsidianes, 1f any, that might be designated as ‘unrestnicted subsidianes” (as defined in the applicable mdenture} In addition,
despute the above restrictions, we may incur additional indebtedness and 1ssue certain forms of equity 1f immedtately prior to the consummation of such
events, the fixed charge coverage ratio for the most recently ended four full fiscal quarters for which intemal financial statements are available, as defined m
the indentures, would have been at least 2 00 to | 00, including the pro forma apphication of the additional indebtedness or equity 1ssuance The indentures
governing the 8 875% Notes and the 10 125% sentor subordinated notes due 2012 do not contain matenal restrictive covenants

Senior Subordinated Notes

On April 17,2012 we completed a full redemption of all of the 11 75% Notes that were outstanding  Although we used proceeds from the IPO 10
retire the 11 75% Notes, they continued to be classified on the March 31, 2012 balance sheet as long term in accordance with their onginal terms See
Evaluation of Subsequent Events above for additional mformation related to the redemption of the 11 75% Notes In the first quarter of fiscal vear 2013, we
will recogmze an expense of $17 6 million related (o the early redemption of the 11 75% Notes

Apnl 2010 Cash Tender Offers and $1,145 0 Million Note Offering

On May 5, 2010, we finalized the results of the cash tender offers and consent solicitations with respect to any and all of 1ts outstanding 9 50% senior
notes due 2014 1ssued n 2006 (the "2006 9 50% Notes"), 3 50% semor notes due 2014 1ssued in 2009 (the "2009 9 50% Notes") and 8 875% Notes Upon
completion of the tender offers, 99 7% of the holders had tendered their notes and consented to the proposed amendments At closing, (1) $0 9 million
aggregate principal amount of the 2006 9 50% Notes, (11} $13,000 aggregate principal amount of the 2009 9 50% Notes and (1) 32 0 mullion aggregate
principal amount of the 8 875% Notes had not been tendered, and remamed outstanding
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In connection with the April 2010 tender offers and consent sohcitations, on April 20, 2010, the Company entered into supplemental indentures,
pursuant to which the 2006 9 50% Notes, 2009 9 50% Notes and 8 875% Notes were 1ssued The supplemental indentures amended the terms governing the
respective notes (o, among other things, elimimnate substantially all of the materal restrictive covenants, elimmate or modify certain events of default and
elimnate or modify related provisions m the respective mdentures governing the notes

On Apnl 28, 2010, we 1ssued the 8 50% Notes n a private offennng The proceeds from the offering were used to fund (including transaction costs) our
cash tender offers discussed above

We accounted for the cash tender offers and the 1ssuance of the 8 50% Notes in accordance with ASC 470-5¢ Pursuant to this guidance, the cash tender
offers were accounted for as an extmguishment of debt In connection with the offering, we incurred an increase 1n long-term debt of approximately $89 5
million We recogmzed a $100 8 million loss on the debt extinguishment in the fiscal quarter ended July 3, 2010 which was comprised of a bond tender
premium pad to lenders, as well as the non-cash write-off of deferred financing fees and net original tssue discount associated with the extinguished debt
Additionally, the Company capitalized approximately $14 6 million of third party transaction costs, which are being amortized over the Iife of the 8 50%
Notes as mterest expense using the effective interest method Below 1s a summary of the transaction costs and other offening expenses recorded along with
thetr corresponding pre-tax financial statement nnpact (in nulhons)

Financial Statement Impact

Balance Sheet -Debat (Credit) Statement of
Operations
Dreferred Financing Costs (1) Original Issuve Discount {2) F xpense (3) Total
Cash transaction costs
Third party transaction costs ) 146 3 — $ — $ 146
Bond tunder premiums {paid to lenders) — — 635 635
Total cash transaction costs 146 — 633 $ 781
Non-cash wnite-off of unamortized amounts -
Deferred financing costs {254) — 254
Net eniginal 1ssue discount — (19 19
Net financial staternent 1mpact £ {10 8) $ (119) b3 100 8
[€)] Recorded as a4 component of other assets within the consolidated balance sheet
) Recorded as a reduction (n the face value of long-term debt within the consohdated balance sheet
(3) Recorded as a component of other non-aperating expense within the consolidated statement of operations

Aprl 2009 Exchange Offer

As previously disclosed, in April 2009, through cash tender offers, we exchanged newly-1ssued 2009 9 5% Notes for Rexnord Corporation PIK Toggle
notes and PIK toggle loans and for 8 875% Notes In connection with the exchange we recognized a $167 8 million gain on debt extingumishment 1n fiscal
2010

Other Subsidiary Debi

Durning fiscat 2012, we received $5 5 million 1n net proceeds from two financing agreements with respect to taciiity modermization projects al two
North American manufacturing facilites These financing agreements were structured with unrelated third party financial mstitutions (the “Investor’) and
their wholly-owned commumty development entities 1 connection with our participation in transactions quahfied under the federal New Market Tax Crednt
program, pursuant to Section 45D of the Internal Revenue Code of 1986, as amended Through its participation in this program, the Investor receives certain
tax credits and we have secured low interest financing and the potential for future debt forgiveness related to eligible capital projects Upon closing of this
transaction, we provided an aggregate of $17 9 mullion to the Investor in the form of loans receivable with a term of 30 years, bearing an interest rate of
2 0% per annum  Additionally, we recerved aggregate loan proceeds of $23 4 million (517 9 mmlhion of which was derived from the aforementioned loans
receivable) payable to the community development entities sponsonng each project Simular to the loans recervable these loans have a term of 30 years and
bear an mterest rate of approximately 2 0% per annum  As collateral for these loans, we have granted a secunity interest in the assets acquired with the loan
proceeds No earhier than December 2018 and upon meeting certain conditions, both the Investor and us have the abality to tngger forgiveness of the net debt
which could result 1n a net $5 5 million non-aperating gain, excluding applicable transaction costs To the cxtent the loans payable are not forgiven, we would
be required to repay the full amount of the outstanding 523 4 million pnnctpal balance and would concurrently receive a loan repayment ot $17 9 million on
the aforementioned loans receivable, resulting in a net $5 5 mulhon use of hquidity
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The aggregate loans of $23 4 nulhion are recorded in Long-Term Debt on the condensed consohidated balance sheet and the aggregate loans receivable
of $17 9 milhon are recorded 1n Other Assets on the condensed consolidated balance sheet We mcurred $0 6 nullion of debt 1ssuance costs related to the
above transaction, which 15 bemg amortized over the Life of the agreement

At March 31, 2012 and March 31, 2011, vartous wholly-owned substdianies had additional debt of $31 I mullion, which includes the New Market Tax
Credit program described above, and $12 1 milhion, respectively, compnsed pnmanly of borrowings at vanous foreign subsidianies and capatal tease
obhgations

Accounts Recervable Secunifization Program

On May 20, 2011, we entered mto a five-year Amended and Restated Recervables Funding and Administration Agreement {(the ‘RFAA ) by and
among Rexnord Funding LLC (“Funding,” a wholly-owned bankruptcy-remote special purpose subsichary), the financial istituttons from time to time party
thereto, and General Electnc Capital Corporation, as a lender, a swing line lender and admimistrative agent (*GECC™) The RFAA, which amended and
restated 1n 1ts entirety a facihity entered into 1n 2007, 15 the principal operative agreement under which certamn subsidiaries continuously sell substantially all of
thetr domestic trade accounts recervable to Funding for cash and subordinated notes (the “Program’} Funding 1n tum may obtam revolving loans and letters
of credit from GECC under the RFAA The maximum borrowing amount under the RFAA 1s $100 0 million, subject to certain eligibility requirements related
to the amount and type of receivables owned by Funding, the RFAA also contamns an “accordion” provision pursuant to which Funding can request that the
factlity be increased by $75 0 million All of the receivables purchased by Funding are pledged as collateral for revolving loans and letters of credit obtained
from GECC under the RFAA

The Program does not qualify for sale accounting under ASC 860, Transfers and Servicing (“ASC 860™), and as such, any borrowings are accounted
for as secured borrowings on the condensed consolidated balance sheet Financing costs associated with the Program are recorded within “Interest expense,
net” 1n the condensed consolidated statement of operations 1f revolving loans or letters of credit are obtained under the RFAA

Borrowimngs under the RFAA 1n respect of letfers of credit bear interest at | 25% plus the greatest of (a) the pnime rate in the Umited States, (b) 0 50
% plus the federal funds effective rate and (c) 1 50% plus {x) the LIBOR rate m effect for a three-month pertod divided by {y) | 0 munus applicable reserve
requirements All other borrowings under the RFAA bear interest at a rate equal to 2 25% plus (x) the LIBOR rate in effect for a three-month pertod divided
by (v} | 0 minus apphcable reserve requirements Qutstanding borrowings mature on May 20, 2016 In addition, a non-use fee of 0 50%% 1s apphed to the
unutilized portion of the $100 0 rmuilhon commitment These rates are per annum and the fees are paid to GECC on a monthly basis

At March 31, 2012, our available borrowing capacity under the Program was $100 0 million Additionally, the Program requires complance with
certain covenants and performance ratios contawned in the RFAA  As of March 31, 2012, Funding was 1n comphance with all applicable covenants and
performance ratios

Off-Balance Sheet Arrangements

We do not have any off-balance sheet or non-consolidated special-purpose entities
Cash Flows

Net cash provided by operating activities n fiscal 2012 was $139 3 nullion compared to $164 5 mullion in ftscal 2011, representing a $25 2 million
decrease year-over-year The reduction tn operating cash flow was primarily driven by a $43 2 million increase 1n working capital as a result of our increased
sales volume and timing, as well as a $27 9 mullion year-over-year increase 1n cash interest payments due to the timing of our coupon interest payments
related to a prior year refinancing The resulting $45 9 million of incremental operating cash flows was primanly driven by $172 0 milhon of higher net core
sales year-over-year

Net cash provided by operating activities in fiscal 2011 was $164 5 nullion compared to $135 5 mullion 1n fiscal 2010, representing a $9 0 nulhion
increase year-over-year The improvement in cash provided by operaung activatics was driven by $53 9 million of mcremental cash generated on 3189 6
million of higher year-over-year net sales an $18 2 million reduction n year-over-year cash interest payments, and a $14 2 million reduction in year-over-
year cash restructuning payments That increase was partially offset by a $77 3 million increase m trade working capital as a result of the year-over-year
change 1n sales volume

Cash used for investing activities was $324 2 mulhion duning fiscat 2012 compared to $35 5 mullion duning fiscal 2011 The year-over-yedr increase tn
cash used for investing activities relates to the tncrementad $256 8 milhon used for the acquisihions of VAG and Autogard (net of cash acquired), a $20 9
mlhion mnerease in capital expenditures pnmanly due to cenan facihty modermzation projects, and a $17 9 nulhion use of cash for the New Market Tax
Credit project, partially offset by an incremental $8 1 mulhon of cash proceeds recetved m conncction with the sale of certan property, plant and equipment
and the divestiture during fiscal 2012
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Cash used for investing activities was $33 5 nullion duning fiscal 2011 compared to $22 0 miilion during fiscal 2010 The year-over-year increase in
cash used for mvesting acuvities relates to a $15 6 mitlion increase n capital expenditures partially offset by the net cash acquired in connection with the
acquisition of Mecanica Falk (excluding a 36 1 milhon seller-financed note payable assumed m connection with the acquisition) and 30 9 mullion of cash
proceeds received 1n counection with the sale of our @ 5% mtetest in a non-core jomnt venture within our Water Management platform

Cash provided by financing activities was $93 2 million during fiscal 2012 compared to a use of 36 9 mllion duning fiscal 2011 The cash provided by
financing activities durng fiscal 2012 consisted of a $945 3 mallion (net of $4 7 mullion unamortized onginal 1ssue discount) source of cash borrowed under
the new term loan 1n connection with the reftnancing of the semor secured credit facilities, proceeds of $23 4 million related to the New Market Tax Credit
financing, as well as a $10 7 milhion payment of debt 1ssuance costs, partially offset by the 5760 0 million repayment of the old term loans in connettion with
the refinancing of the senor secured credit facihities, $93 5 mullion repayment to retire the then-outstanding PIK toggle senior indebtedness due 2013 and net
repayments of outstanding borrowings of $8 2 million (including a $1 5 mullion payment on our then-outstanding term loan) Additionally, $2 1 million of
cash was provided by the sale of common stock The cash used for financing activities 1n fiscal 20! | consisted of a source of cash from the 1ssuance of
§1,145 0 million of the 8 50% Notes, the proceeds of which were utihzed to retire $1,067 4 mallion of previcusly outstanding semor notes, pay the 363 5
million tender premium to holders of the retired senior notes, as well as $14 6 mullion of related debt 1ssue costs Addhtionally, we made repayments of $3 7
million of other long-term debt {mcluding a $2 ¢ rullion payment on RBS Global's term loan and a 30 9 million payment io redeem 100% of RBS Global's
then-outstanding 9 50% senior notes) and $0 8 milhon of net shon-term borrowings at varnious foreign subsidianies Addinonally, $1 0 muthon of cash was
used for the purchase of common stock and $1 4 mullion of net cash used resulting from stock option exercises and subsequent repurchases of shares

Cash used for financing activities was $6 9 million dunng fiscal 2011 compared to a use of $161 5 muflion during fiscal 2010 The cash used for
financing activities durimg fiscal 2010 consisted of a $36 5 mullion payment made to retire a portion of our outstanding PIK toggle semor indebtedness due
2013, financing fee payments of $4 9 nullion associated with our April 2009 debt exchange ofter, $116 | million of long-term debt repayments (comprised of
$82 7 mallion on our revolving credit facibity $30 0 mullion on our accounts recervable facility, $2 0 million of mandatory repayments on our term loans and
%1 4 mulhon on all other debt) and repayments of $2 8 milhion on miscellaneous short-term debt  Fiscal 2010 also included a $0 4 million use of cash for the
purchase of common stock and $1 5 mitlion of cash used to cancel stock options

Tabular Disclosure of Contractual Obhgations

The table below hists our contractual obligations at March 31, 2012 by period when due

Payments Due by Period

(in mullions) Total Less than 1-3 Years 3-5 Years Mote than
1 Year S Years

8 50% Semior notes due 2018 $ L1450¢ § — 3 — § — 3 11450
Term loans (1} 9500 95 190 190 902 5
11 75% Semor subordinated notes due 2016 (2) 3000 — — 3600 —
8 875% Senior notes due 2016 20 — — 20 —
10 125% Sentor subordtnated notes due 2012 03 03 — — —
Ohher long-term debt 301 03 72 — 234
Interest on long-term debt obligations 946 0 1453 2886 286 4 2257
Purchase commitments 148 4 143 6 48 — —
Operating lease obligations 99 183 285 176 155
Pension and post retirement plans (3) 1013 188 351 47 4 na
Totals $ 3740 3 3363 % 3832 3 6724 §% 23121

n Excludes an unamortized orginal 1ssue discount of $4 7 muillion at March 31, 2012

(2)  OnApril 17,2012, the Company fully redeemed the 11 75% Notes See "Evaluation of Subsequent Events" above for further information

(3 Represents expected pension and post retirement contnibutions and benefit payments to be paid directly by the Company Contributions and benefit
payments beyond fiscal 2016 cannot be reasonably estimated
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We may be required to make sigmificant cash outlays related to our unrecogmzed tax benzfits, including interest and penaliies However, due to the
uncentamty of the uming of future cash flows assoctated with our unrecognized tax benefits, we are unable to make reasonably reliable estimates of the penod
of cash settlement, 1f any, with the respective taxing authorities Accordingly, unrecogmzed tax benefits, mctuding mterest and penalties and federal tax
benefits where applicable, of $34 | million as of March 31, 2012, have been excluded from the contractual obligations table above See Part [l ltem 8, Note 16
- Income Taxes of the consolidated financial statements for more information related to our unrecognized tax benefits

Our pension and postretirement benefit plans are discussed in detail in Part 11 ltem 8, Note 15 - Retirement Benefits of the consolidated financtal
statements The pension plans cover most of our employees and provide for monthly pension payments to eligible employees upon retirement Other
postrettrement benefils consist of retiree medical plans that cover a portion of employees 1n the United States that meet certain age and service requirements
and other postretirement benefits for employees at certam foreign locanons See  Risk Factors - Our required cash contnbutions to our pension plans may
increase further and we could expenence a matenal change 1n the funded status of our defined benefit pension plans have mcreased and the amount recorded
1n our consolidated balance sheets related to those plans Additionally, our pension costs could mncrease in future years ™

Quantitative and Qualitabive Dusclosures 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 nsks 1s managed through a combination of normal operating and financing activities and derivative financial instruments 1n the form of foreign
exchange forward contracts and interest rate swaps to cover known foreign exchange transactions and interest rate fluctuations

Foreign Currency Exchange Rate Risk

Qur exposure to foretgn currency exchange rates relates primanly to our foreign operations For our foreign operations, exchange rates impact the
U S Dollar value of our reported earmngs, our investments i the subsidianes and the intercompany transactions with the subsidianes See “Rusk Factors -
Qur international operations are subject to uncertainties, which could adversely affect our operating results’

Approximately 33% of our sales originated outside of the United States n fiscal 2012 As a result, fluctuations in the value of foreign currencies
agamst the U5 Dollar ("USD"), particularly the Euro, may have a matenal impact on our reported resulis Revenues and expenses denominated in foreign
currencies are translated into USD at the end of the fiscal penod using the average exchange rates in effect during the period Consequently, as the value of
the USD changes relative to the currencies of our major markets, our reported results vary

Fluctuations in currency exchange rates also impact the USD amount of our stockholders' equity The assets and hiabiliies of our non-U § subsidraries
are translated into USD at the exchange rates m effect al the end of the fiscal peniods As of March 31 2012, stockholders' deficit decreased by $0 | nrullion
from March 31, 2011 as a result of foreign currency translation adjustments If the USD had strengthened by 10% as of March 31, 2012, the result would have
wncreased stockholders' deficit by approximately $37 2 million

As we continue to expand our business globally, our success will depend, 1n large part on our abihty to anticipate and effectively manage these and
other nsks associated with our interational operations However, any of these factors could adversely affect our international eperations and, consequently,
our operating results

At March 31, 2012, we had outstanding forward foreign currency contracts that exchange USD for Canadian dollars (“CAD™) as well as CAD for
USD The forward contracts in place as of March 3§, 2012 with expiration dates between Apni 2(12 and March 2013 and have notional amounts of $19 0
milbion CAD ($18 9 million USD} and contract rates of approximately $1CAD $1USD These foreign exchange forward contracts were not accounted for as
effective cash flow hedges in accordance with ASC 815, Dervatives and Hedging (‘ASC 815”), and as such were marked to market through earnings We
beheve that a hypothetical 10% adverse change n the foreign currency exchange rates would have resulted m an immatenal change 1n the fair value of foreign
exchange forward contracts as of March 31, 2012
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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 obligahons

A substantial portion of our indebtedness, mciuding sndebtedness under the semor secured credtt factlibies bears interest at rates that fluctuate with
changes in certain short-term prevailing interest rates  As of March 31, 2012, our outstanding borrowings under the term loan facility were $945 3 million (net
of $4 7 million unamortized oniginal 1ssue discount) Borrowmgs under the term loan facility bear interest at a per annum rate equal to, at aur option, either (a)
1n the case of ABR Borrowings, 3 00% plus a base rate detenmined by reference to the highest of (1} the federal funds effective rate plus 0 50%, (2} the prrme
rate determened from time to time by Credit Swsse AG, the administrative agent under the Second Restated Credit Agreement and (3) the LIBO rate in effect
for a one-month period ptus 1 00%, or (b) 1n the case of burocurrency Borrowings, 4 00% plus a Eurocurrency rate determined by reference to an annual
interest rate equal to (x) the LIBO rate 1n effect for a given interest penod divided by (y) one minus a statutory reserve apphcable to such borrowing (subject
to a % LIBOR floor) Additionally, for revolving commitments subject to a first lien semor secured leverage test, the rales are subject to a potential step-
down to 2 75% and 3 75% for ABR Borrowings and Eurocurrency Borrowings, respectively {in the event our sentor secured leverage ratio 15 less than 1 5 to
1 0) At March 3L, 2012, using (b) above, (1} the apphcable margin with respect to outstanding term lean facility borrowings was 4 00%, (u) the weighted
average nterest rate of term loan facilhity borrowings was 5 00%, (11} the apphicable margin with respect to revolving credit facility borrowings would have
been 4 00%, and (1v) the weighted average interest rate of revolving credit facility borrowings would have been 5 00%

We recently terminated the interest rate swap agreements aligned to the term leans under our prior credit facilities We wall continue to assess the
appropriatencss of hedging nterest rate nsk with our outstanding variable debt under our current senier secured credit facilittes

Our net income (loss} would likely be affected by changes in market interest rates on our varable-rate obhigations A 100 basis point increase in the
March 31, 2012 interest rate would increase interest expense under the semwor secured credit facilities by approximately $9 5 million on an annual basis
ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information with respect to the Company's market nsk 1s contained under the caption *Quantitative and Qualttative Disclosures About Market

Rusk™ 1n Part II [temn 7, Management's Discussion and Analysis of Financial Condition and Results of Operations
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ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The consolidated financial statements included 1n thiis Form 10-K mclude the accounts of Rexnord Corporation and subsidianes (collectively, the
"Company™)
Index to Financial Statements
Rexnord Corporation and Subsidiaries
Consolidated Financial Statements

As of March 31, 2012 and 2011 and
for the years ended March 31, 2012, 2011, and 2010

Report of Ernst & Young LLP, Independent Registered Public Accounting Firm
Consohdated Balance Sheets

Consohdated Statements of Operations

Consolhidated Statements of Stockholders® Equuty
Consohdated Statements of Cash Flowns

Notes to Consohdated Financial Statements
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Report of Emst & Young LLP, Independent Registered Public Accounting Firm
The Board of Directors and Stockholders of Rexnord Corporation

We have audited the accompanying consolidated balance sheets of Rexnord Corporation and subsidianes (the Company) as of March 31, 2012 and 2011, and
the related consolidated statements of operations, stockholders™ equity, and cash flows for each of the three years n the period ended March 31, 2012 Qur
audns also included the financral statement schedule listed 1n ltem 15(a){2) These financial statements and schedule are the responsibility of the Company’s
management QOur respensibility 1s te express an opinion on these financial statements and schedule based on our audits

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

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the consolidated financial position of the Company at
March 31, 2012 and 2011, and the consolidated results of its operations and its cash flows for each of the three years wn the period ended March 31,2012
conformity with U S generally accepted accounuing pninciples Also in our opimon, the related financial statement schedule, when considered i relation to
the basic financial statements taken as a whole, presents fairly in all matenal respects the informanon set forth therein

/s/ Ernst & Young LLP
Milwaukee, Wisconsin
May @, 2012
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Rexnord Corporation and Subsidiaries
Consohidated Balance Sheets
(in Midliony, except share amounts)

Assets
Current assets
Cash and cash equivalents
Receivables, net
Inventories, net
Other current assets
Total current assets
Property, plant and equpment, net
Intangible assets, net
Goodwill
Insurance for asbestos claims
Penston assets
Other assets
Total assets
Liabihties and stockholders’ equity
Current hiabilihes
Current portion of long-term debt
Trade payables
Compensation and benefits
Current portion of pension and postretirement benefit oblhigations
[nterest payable
Other current habihties

Total current habilities

Long-term debt

Pension and postretirement benefit obligations
Deferred income taxes

Reserve for asbestos claims

Other habilities

Total lhabilities

Stockholders® deficit
Preferred stock, $0 01 par value, 10,000,000 shares authorized none issued

Common stock $0 01 par value, 200,000,000 shares authonzed, shares 1ssued 67,741,271 at March 31, 2012 and
67,622,349 at March 31, 2011

Addtional paid-in capital
Retained deficit
Accumutated other comprehensive (loss) income
Treasury stock at cost, 900,904 shares at March 31, 2012 and March 31, 2011
Total stockholders’ defient
Non-controlling interest
Total stockholders' deficit
Total hiabilities and stockholders” deficit

See notes to consolidated financial statements
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March 31, 2012 March 31,2011

$ 2980 0§ 3910
3420 270 1
3228 2838
555 365
10183 081 4
4192 3584
6471 6447 |
1,114 7 10162
420 650

— 46
496 294

§ 32909 S 3,097

$ 103 S 1042
206 1817
621 679

63 61

T Y s18
1181 86 1

467 3 4978
2,413 4 22099
160 5 32
245 7 2549
20 650
2% 471
33717 31879
07 07
298 6 2928

(361 6) (391 5)
(113) 161

(6 3) (63)

(79 9) (88 2)
$ 09 3 —
$ (808 $  (882)

$ 32909 5 30997
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Rexnord Corporanon and Subsidiaries

Consolidated Statements of Operations
(In Milions, except share and per share amounts)

Year k.nded March 31, 2082 Y ear Fnded March 31, 2011

Year F nded Varch 31, 2010

Net sales 3 1.969 6 $ 1,699 6 3 [,5100
Cost of sales 1,276 1 1,1028 594 4
Gross profit 6935 5968 556
Selling, general and administrative expenses 3894 3291 2977
Restructuring and other similar costs 114 — 68
Amort:zation of intangible assets 509 486 497
Income from aperations 241 8 2191 1614
Non-operating (expense) income

[nterest expense, net (176 2) (180 %) (194 2)

(Loss) gam on the extinguishment of debt (107) (1008) 1678

Loss on divestilure e4) —_ —

Other (expense) income, gt (71) 11 (16 4)
Income (loss) before 1ncome taxes 414 (61 4) 1186
Provision (benefit) for tncome taxes 115 (1on 305
Net Income (loss) $ 299 $ (513 881
Net income (loss) per share

Basic s 045 3 (077 132

Diluted $ 042 $ 077 127
Weighted-average number of shares outstanding (in thousands)

Basic 66 751 66,757 66,753

Effect of dilutive stock options 5314 — 2410

Diluted 72,065 66,757 69,163

See notes to consolidated financial statements
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Balance at March 31 2009
Comprehensive mrcome (loss)
Net tncome
Fercign currency translation adjustments

Unreahzed loss on mterest rmte denvatives net
ot 50 3 income tax benedit

Change 1o pension and other postretirument
defined benefit plans nct of $12 9 income tax
LXpense

Total comprehensive income
Stock-bascd compensation cxpensc

Excreise of 313,542 stock options, net of 197,594
shars surrendered as proceeds

Cost 1o cancel stock oplions
Repurchase ot common stock, 72 847 shares
Balance at March 31 2010
Cemprehensive income (loss)
Net loss
Forcign cumency translation adjustments

Unrealized loss on interest rate dervatives net
of %0 5 income tax benefit

Change 1n pension and other postretirement
defined bencefit plans net of $3 2 income tax
expense

Total comprehensive loss
Stock-based compensation Lxpense

Tax benefit on option exereises, net of wnite-off of
defrred tax asset

Exercise of 424 358 stock options, net of 358,629
sharcs surrendered as proceeds

Repurchase of common stock [14 474 vhares
Bezlance at March 31, 2011
Comprchensive income (loss)

Net meome

Foreign currency translation adjustments

Unrealized gain on interest rate derivatives net
of 33 1 invome tax cxpense

Change in pension and other postretirement
defined benefit plans net of $19 5 income tax
benefin

Total comprehensive mcome
Stock-based compensation Lxpunse
Acquisiion of non-controlling interest { 1)
Sale of common stock

Balance at March 31 2012

Consohidated Statements of Stockholders® Equuty

Rexnord Corporation and Subsidiaries

(In Milltons, except share amounts)

Common Preferred Additional Retamed  Accumunlated  Treasury Stock  Non-controlling interest Tetal
Stock Stock Paid-In {Deficit)y Other Stockholders®
Capital tarmngs Comprehensive (Deficit)Equity
Income (Loss)

5§ 07 % - § 2800 4283 % {294y 5 08 — $ (177 8)
— — — 881 - - — 881
— — - — 147 — - 147
— — — — (0 5) - — 05)
—_ — — — 142 — — 142

16 s
— —_ 55 — — — — 55
— —_ 1 — — (L)) —-— 02
— — (15 — - — — (13)
— —_ — — — [UR))] — (U]
07 —_ 2851 {3492) [{})] 2hH — (575)
— — — (513) — — (513)
— — — — 85 - 85
— — — — 08) — (0%
— —_ — — 94 — 94
(34 2}
— —_ 56 — — — 56
— —_ 03 —_ — - 03
- — 18 — — 32 — 14
_ _ — — — (1o — {10)
07 — 2928 {391 5) 161 &3 — (88 2)
— — — 299 — —_ — 299
— —_ — — ol — 01 02
— — — — 48 — — 43
— — — — (323 — — (323)
26
— - 37 — — — — 37
— — — — — — (19) [ER)]
— — 21 — — — - 21
07 — 298 6 (361 6) (13 (63) {11 {80 8)

(1) Represents 20% non-controlling interest held by a local director of VAG-Valves India Private Limited

See notes to consolidated financral stutements
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Rexnord Corporation and Subsidiaries
Consohdated Statements of Cash Flows

Operating activities

Net mcomge (loss)

Adjustments to reconcile net income (less) to cash provided by operating activities

Deprecration
Amortization of intangible assets
Amortization of deferred financng costs
Deferred income taxes
Loss on dispusitions of property plant and cquipment
Equity tn garnings of unconsolidated affihates
Nen-cash loss on divestiture
Non-cash restructuring charges (see Note 4)
Other non-cash {credits) charges
Loss (gain) on debt extinguishment
Stock-bascd compensation cxpense
Enterest cxpense converted to long-term debt
Changes o operating dssits and habilines
Recervables
[nventores
Other assets
Accounts payable
Accruals and other
Cash provided by opurating activitics
Investing activities
Expenditures for property plant and cquipment

Acquisibons net of cash acquired (see Note 3)

Loan receivable for financing under New Market Tax Credit incentive program

Procceds from dispositions of property plant and equipment

Proceeds from divestiture nut of transaction costs

Procecds from sale of unconsohdated affiliate
Cash used for investing activitics

Financmg activities

Procieds from borrowings of long-term debt

Repayments of long-term debt

Proceeds from borrowings of short-tenm debt

Repayments of short-term debt

Repurchase of PIK toggle scmor indebtedness

Proceeds from firancing under Now Market Tax Credit inentive program

Paymcnt of deferred finanang fues

Payment of tender premium

Cxceas taa Bencfit on excrtse 07 stock sptons

Sale (purchasc} of common stock

Paymont to cancel stock options

Net payments from 1ssuance of common stock and stock options exercises
Cash pravided by (used for) by financing activitics

Effect of cxchange rate changes on cash and cash cquivalonts

{Decrcasc) increase n cash and cash equivalents

Cash and cash cquivalents at beginming of period

Year Ended March 31, 2012

Year Ended Varch 31, 2011

Year Ended March 31, 2018

299 $ (513) $ %8 |
635 575 596
09 B 486 497

78 79 ("4
(208 @29 333
12 17 25
- @n (05
45 - -
46 i — 04
148 14 92
17 1008 (167 8)
37 56 55
— 66 82
337 (304 298
21 29 577
az s 35 a3
225 130 5
@an 65 (359)
1393 1645 1555
(585} (376 (220

(256 8) 12 —

(17 9 - —
56 —- —
34 - —
- 009 _—

(324 2) (355) (22 0)
9372 11450 0s

(7620 (1,071 1) (160
107 20 -

(105 0) 28) 23)

- - (36 5)

34 _

(132 (146) 9
— (63 5) —
03
1 {n 04)

— — (13
— aa 02

932 {69) (161 5)
an 50 a0

(930 1271 240

3910 2639 2879




Cash and cash cqurvalents at end of penied ] 2980 13 3910 5 2639

See notes to consolidated financial statements
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Rexnord Corporation and Subsidiaries
Notes to Consohdated Financial Statements
March 31, 2012

1 Basis of Presentation and Description of Business

Rexnord Corporation {(“Rexnord” or the "Company™), a Delaware corporation, was incorporated in 2006 in connection with the acquisition by affihates
of the private equity firm Apollo Management L P ( Apollo™) and certain members of management of RBS Global, Ine ("RBS Global"), which 15 the
foundation of Rexnord's Process & Motion Control platform, from 1ts previous owners

The financial statements included herein have been prepared 1n accordance with accounting principles generally accepted m the United States
("GAAP") pursuant to the rules and regulations of the Securities and Exchange Commussion In the opinion of management the consolidated financial
statements mclude all adjustments necessary for a fair presentation of the results of operations for the periods presented

Unless otherwise indicated, the information contamed 1n these financial statements reflects that each share of comman stock outstanding
immediately prior to the Company's March 19, 2012 4 1627-for-one stock split has been split into 4 1627 shares of common stock

The Company

Rexnord 15 a growth-onented, multi-platform industnal company with what 1t believes are leading market shares and lghly trusted brands that serve a
diverse array of global end-markets The Company's heritage of innovation and specification have allowed 1t to provide highly engineered, mission cntical
soluttons to customers for decades and affords it the pnivilege of having long-term, valued relationships with market leaders The Process & Motion Control
platform designs, manufactures, markets and services specified, hughly-engineered mechanical components used within complex systems where our
eustomers” reliability requirements and cost of failure or downtime 1s extremely high The Process & Motion Control product portfolio includes gears,
couplings, industnal beanings, aerospace beanngs and seals, FlatTop™ chain, engineered chain and conveying equipment The Water Management platform
designs, procures, manufactures and markets products that provide and enhance water quahty, safety, flow control and conservation The Water Management
product portfolio ncludes professional grade specification drainage products flush valves and faucel products, PEX piping and engineered valves and gates
for the water and wastewater treatment market

2 Sigmficant Accounting Pelicies
Use of Estimates

The preparation of financial statements 1 accordance with GAAP requires management to make estimates and assumptions that affect the amounts
reported in the consolidated financiai statements and accompanying notes Actual results could differ from those estimates

Reclassifications
Certain prior year amounts have been reclassified to conform to the fiscal 2012 presentation
Revenue Recogmtion

Net sales are recorded upon transfer of tutle and nisk of product loss to the custorner Net sales relating 10 any particular shipment are based upon the
amount mvoiced for the delivered goods less estrmated future rebate payments and sales returns which are based upon the Company s historical expenence
Rewvisions (o these estimates are recorded in the peniod in which the facts that give rise 10 the revision become known The value of retumed goods during the
years ended March 31, 2012, 201 1 and 2010 was approximately 1 0% or less of net sales Other than a standard product warranty, there are no post-shipment
obligations

The Company classifies shipping and handling fees billed to customers as net sales and the corresponding costs are classified as cost of sales n the
consolidated statements of operations

Share Based Payments

The Company accounts for share based payments in accordance with ASC 718 Accounting for Stock Compensation ("ASC 718"y ASC 718 requires
compensation costs related to share-based payment transactions to be recogmed in the financial statements Generally, compensation cost 15 measured based
on the grant-date fair vatue of the equity or liability nstruments 1ssued In addition, hability awards are re-measured each reporting penod Compensation cost
1s recogmzed over the requisite service period, generally as the awards vest See further discussion of the Company s stock option plans in Note 14
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Per Share Data

Basic net incormne (loss) per share 1s computed by dividing net income (loss) by the corresponding weighted average numbcr of common shares
outstanding for the period The dilutive effect of the potential exercise of outstanding stock options to purchase common shares 1s calculated using the
treasury stock method, except when the effect would be anti-dilutive The computation for diluted net loss per share for the year ended March 31, 2011
excludes 3,312 689 shares due to their anti-diutive effects

Recervables

Receivables are stated net of allowances for doubtful accounts of $6 4 muthion at March 31, 2012 and $5 3 mmllion at March 31, 2011 On a regular
basis, the Company evaluates its receivables and establishes the allowance for doubtful accounts based on a combination of specific customer cireumstances
and historical wnte-off experience Credit 1s extended to customers based upon an evaluation of their financral position Generally, advance payment 15 not
required Credit losses are provaded for 1n the consohidated financial statements and consistently have been within management’s expectations

SIEEI!ICGPH Customers i

The Company’s largest customer accounted for 7 3%, 8 0% and 7 |% of consolidated net sales for the years ended March 31,2012, 2011 and 2010,
respectively Receivables related to this industrial distnbutor at March 31, 2012 and 2011 were $52 3 rmllion and $11 5 milhon, respectively

Inventories

Inventonies are comprised of matenal, direct labor and manufacturing overhead, and are stated at the lower of cost or market Market 1s determined
based on estimated net realizable values Approximately 60% of the Company s total inventories as of March 31, 2012 and 2011 were valued using the ‘last-
m, first-out” (LIFO) method All remaining inventorics are valued usmg the “first-m, first-out’ (FIFO) method

Property, Plant and Equipment

Property, plant and equipmient are stated at cost Depreciation 1s provided using the straght-line method over 10 to 30 years for buiddings and
improvements, 5 to 10 years for machinery and equipment and 3 to 5 years for computer hardware and software Maintenance and repair costs are expensed as
imcurred

Goodwill and Intangible Assets

Intangible assets consist of acquired trademarks and tradenames, customer relationships (mcluding distnbution network), patents and non-compete
mtangibles The customer relationships, patents and non-compete intangibles are bemg amortized using the straight-line method over their estimated useful
hives of 3 to 15 years, 2 to 20 years and 2 to 5 years, respectively Goodwill, trademarks and tradenames have tndefinite lives and are not amortized but are
tested annually for imparrment using a discounted cash flow and market value approach analysis

Impairment of Long-Lived Assets

Long-lived assets, including property, plant and equipment and amortizable intangible assets, are reviewed for impairment whenever events or changes
m circumstances mdicate that the carrying amount of the tong-lived asset may not be recoverable Long-lived assets held for use are reviewed for imparrment
by comparning the carrying amount of the long-lived asset or group of assets to the undrscounted future cash flows expected to be generated by such asset over
1ts remaming useful life If the long-hived asset or group of assets s considered to be impatred, an imparrment charge 15 recognized for the amount by which
the carrying amount of the asset or group of assets exceeds its fair value Long-lived assets to be disposed of are reported at the lower of the carrying amount
ot fair value less cost to sell

Deferred Fimancing Costs

Other assets at March 31, 2012 and March 31, 2011, include deferred financing costs of $26 7 mullion and $27 9 rmilhon, respectively net of
accumulated amortization of $27 4 melhion and $26 7 mullion respectively These costs were incurred to obtain long-term financing and are being amortized
using the effective interest method over the term of the related debt Dunng the first quarter of fiscal 2012 and the fourth quarter of fiscal 2012, the Company
finalired the retirement of the PIK toggle senior indebtedness and the refinancing of the senior secured credit facilities, respectively In connection wrth that
retrrement and refinancing the Company had a non-cash write-off of $7 1 miltion of unamortized deferred financing costs Additionally, the Company
capitalized 310 7 mullion of deferred financing costs related to the refinancing of the semor secured credut facilities, as well as certan other refinancing
transactions tn the first quarter of fiscal 202 (including an amendment to the accounts receivable securitization facihity and the New Market Tax Credit
program) See Note 10 for additional information regarding the above debt transactions

59




Table of Contents

Product Warranty

The Company offers warranties on the sales of certan of its products and records an accrual for estimated future claims Such accruals are based upon
histonical experience and management’s estimate of the level of future claims The following table presents changes i the Company’s product warranty
lizbility during each of the penods presented (1n millions}

Year Ended March 31,2012 Year Ended March 31,2011 Year Ended Viarch 31, 2010
Balance at beginning of peried $ 86 $ 107 3 72 ,
Acquired obligations 11 —_ 01
Charged to operations 16 36 81
Claims settled (26) (77 (47)
Balance at end of period $ 87 $ 86 3 107

Income Taxes

The Company accounts for income taxes 1n accordance with ASC 740 Accounting for Income Taxes ("ASC 740™) Deferred income taxes are
provided for future tax effects attributable to temporary differences between the financial statement carrying amounts of existing assets and habilities and their
respective tax bases, net operating losses, tax credits and other applicable carryforwards Deferred tax assets and labthies are measured using enacted tax
rates expected 1o apply to taxable income n the years in which those temporary differences are expected to be actually paid or recovered The effect on
deferred tax assets and liabihiies of & change in tax rates 1s recognized n the results of continuing operations in the period that includes the date of enactment

The Company regularly reviews ns deferred tax assets for recoverability and provides a valuatien altowance against its deferred tax assets 1f, based
upon consideration of all positive and negative evidence, the Company determines that it 1s more-likely-than-not that a portion or all of the deferred tax assets
will ultimately not be realized in future tax periods Such positive and negative evidence would include review of historical earmings and losses, anticipated
future earnings, the time period over which the temporary differences and carryforwards are anticipated to reverse and implementation of feasible, prudent tax
planmng strategies

The Company 1s subject to income taxes in the United States and numerous foreign jurisdictions Sigmficant judgment 1s required in determining the
Company’s worldwide provision tor mncome taxes and recording the related deferred tax assets and habilities In the ordinary course of the Company’s
business, there 1s nherent uncertainty in quantifying the ultimate tax outcome of all of the numerous transactions and required calculations relating to the
Company’s tax posttions Accruals for unrecogmized tax benefits are provided for 1n accordance with the requirements of ASC 740 An unrecogmzed tax
benefit represents the difference between the recognition of benefits related Lo uncertain tax positions for income tax reporting purpeses and financial
reporting purposes The Company has established a reserve for interest and penalties, as apphicable, for uncertam tax positions and it 1s recorded as a
component of the overall ncome tax provision

The Company 1s subject to perodic income tax examunations by domestic and foreign icome tax authorities  Although the outcome of income tax
examinattons 15 always uncertain, the Company believes that 1t has appropriate support for the posiions taken on its mcome tax returns and has adequately
provided for potential income tax assessments Nonetheless, the amounts ultimately settled relating to 1ssues raised by the taxing authorities may differ
materially from the amounts accrued for cach year

See Note 16 for more information on income taxcs
Accumulated Other Comprehensive Income (Loss)

At March 31, 2012, accumulated other comprehensive mcome consisted of $15 0 mullion of foreign currency translation gamns and $26 3 mullion of
unrecogmzed actuanal losses and unrecogmzed prior services costs, net of tax At March 31 2011, accumulated other comprehenstve loss conststed of $14 9
million of foreign currency translation gams, 34 8 million of unrealized losses on denvative contracis, net of tax and 36 0 million of unrecogmzed actuarial
gains and unrecognized prior services ¢osts, net of tax
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Derivative Financial lInstruments

The Company 1s exposed to certain financial nisks relating to fluctuations 1n foreign currency exchange rates and interest rates The Company
selectively uses foreign currency forward contracts and interest rate swap contracts to manage 1ts foreign currency and interest rate nisks All hedging
transactions are authorized and executed pursuant to defined policies and procedures which profubit the use of financial instruments for speculative purposes

The Company accounts for denvative instruments based on ASC 815, Accountmg for Derivative instruments and Hedging Activines (“ASC 8157}
ASC 815 requires compantes to recognize all of its denivative instruments as either assets or habilities 1n the balance sheet at fair value Fair value is defined
under ASC 820, Farr Value Measurements and Disclosures (“ASC 820™), as the exchange price that would be received for an asset or paid to transfer a
hability (an exit price) 1n the pnncipal or most advantageous market for the asset or liabihty m an orderly transachion between market participants See more
information as 1t relates to applying fair value to derivative instrurnents at Note 12 The accounting for changes in the fair value of a denvative instrument
depends on whether the denvative instrument has been designated and qualifies as part of a hedging relatenship and further, on the type of hedging
relationship For those denvative instruments that are designated and qualify as hedging instruments a company must designate the hedging instrument, based
upon the exposure bemng hedged, as a fair value hedge, a cash flow hedge or a hedge of a net investment in a foreign operation If the denvative instrument 1s
designated and qualifies as an effective hedging instrument under ASC 8135, the changes n the fairr value of the effective portion of the instrument are
recogmized 1n accumulated other comprehensive income (loss) whereas any changes in the fair value of a denvative instrument that 1s not designated or does
not qualify as an efiective hedge are recorded i other non-operating income (expense) See Note |1 for further information regarding the classification and
accounting for the Company s derivative financial instruments

Frnancial Instrument Counterparttes

The Company 1s exposed to credit losses 1n the event of non-performance by counterparties to its financial mstruments The Company anticipates,
however, that counterparties will be able to fully satisfy their obligations under these mstruments The Company places cash and temporary investments,
foreign currency contracts and 1ts interest rate swap agreements with various high-quality financial mstitutions  Although the Company does not obtain
collateral or other secunty to support these financial instruments, 1t does periodically evaluate the credit-worthiness of each of 1ts counterparties

Foreign Currency Translation

Assets and habilities of subsidiaries operating outside of the Umted States with a functional currency other than the U S dollar are translated mto U §
dollars using exchange rates at the end of the respective penod Revenues and expenses of such entities are translated at average exchange rates in effect
during the respective penod Foreign currency translation adjustments are included as a component of accumulated other comprehensive income (loss)
Currency transaction gains and (losses) are included in other non-operating income (expense) 1n the consolidated statements of operations and totaled $(5 2)
milhon, $1 5 million and $(4 3) milhon for the years ended March 31, 2012, 2011 and 2010, respectuvely :

Advertising Costs

Advertising costs are charged to selling, general and admuinsstrative expenses as incurred and amounted to $10 2 milbion, $8 2 miilion, and $6 8 million
for the years ended March 31, 2012, 2011 and 2019, respecuvely

Research, Development and Engineering Costs

Research, development and engineening costs are charged to selling, general and adminisirative expenses as incurred for the years ended March 31,
2012, 2010, and 2009 as follows (in millions)

Year Ended March 31,2012 Year Ended March 31, 2011 Year Ended March 31, 2010

Research and development costs § 154 b 1135 % 108
Engineering costs 224 222 201
Total 3 3178 5 337 $ 3009

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to sigmificant concentrations of credit sk consist of cash and temporary 1nvestments,
forward currency contracts nterest rate derivative agreements and trade accounts recelvable

Cash and Cash Equivalents

The Company considers all highly hiquid investments with a maturtty of three months or less to be cash equivalents
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Recent Accounting Pronouncements

In September 201 1, the Financiat Accounting Standards Board 1ssued an update to ASC No 350, Imtangibles-Goodwill and Other * which now
permuis entities to imtially perform a qualitative assessment on goodwill impairment to assess whether 1t 15 mere likely than not that the fair value of a
reporting umit 15 less than its carrying amount as a basis for determining whether 1t 1s necessary to perform the two-step goodwill impairment test The
amended guidance 1s effective for fiscal years and interim penods within those years, beginning afier December 15 2011, with earlier adoption permitied
The implementation of this guidance s not expected to have a material impact on the Company's results of aperations, financial position, or cash flows

[n June 2011, the Financial Accounting Standards Board ssued an update to ASC No 220, “Presentation of Comprehensive Income " which no longer
permtts presentation of other comprehensive income and its components 1n the statement of shareholders’ equity Rather, the Company must to present the
items of net income and other comprehensive income n a smgle contimuous statement of comprehensive income or 1n two separale, but consecutive,
statements Under either method the statement must be presented with equal prominence as the other primary financial siatements The amended guidance,
which must be applied retroactively, 1s effective for fiscal years, and interim periods within those years, beginmng after December 15, 2012, with earlier
adoption permitted The implementation of this guidance 1s not expected to have a matenal impact on the Company's results of operations financial position,
or cash flows

3 Acqusstions and Divestiture
VAG Holding Acquisition

On October 10, 2011, the Company acquired VAG Holding GmbH (“VAG™) for a total cash purchase price of $238 6 million, net of cash acquired and
excluding transaction costs VAG s a global leader 1n engineered valve solutions across a broad range ot applications, including water distnbution,
wastewater treatment, dams and hydropower generation, as well as various other industrial applications  Thus acquisition further expands the Company's
Water Management platform As a result of this transaction, the Company acquired $133 9 million of intangible assets consisting of $88 1 million of goodwill
(which 1s not deductible for tax purposes) and 345 8 million of all other intangible assets based on the Company's 1mitial purchase price allocation In
connection with 11s acquisition of VAG, the Company acquired certain known and potential habilities, which the Company behieves are, m matenal part,
covered by indemn:ty and escrow protection the Company received as part of the acquisition The purchase pnce allocation 1s subject to final working capatal
and valuation adjustments which are altowable and expected to be completed within the one year period following this acquisition date The Company's
financial position and results of operations include VAG subsequent to October 10, 2011 Certain information about VAG 15 not presented (e g , pro forma
financial information and allocation of purchase pnce) as the disclosure of such information ts not required The Company 15 continumg to evaluate the initial
purchase pnce allocations related to final working capital adjustments, as well as the finalization of related income tax analysis, and may adjust the allocations
as additional information, relative to the fair values of the assets and habihties of the acquired business, becomes known

Divestiture

On July 19, 2011, the Company sold substantially all of the net assets of a non-material, underperforming business within the Process & Motion
Control segment based in Germany for a total sale price of $4 5 mullion (83 9 mulhon received to date and $0 6 million to be recerved in future peniods) The
Company recorded a pre-tax loss on divestiture of approximatety 56 4 aulhion during fiscal 2012, which 1s subject to a final working capunal settlement The
Company's financial position and results of operations include the divestiture up to July 19, 2011

Autogard Acquisition

On April 2, 2011, the Company acquired Autogard Holdings Limited and affiliates (“Autogard™) for a total cash purchase price of $18 2 mithon, net of
cash acquired Autogard 1s a European-based manufacturer of torque hmiters and couplings The acquistion further expands the Company's global Process &
Motron Control platform As a result of thus transaction the Company acquired $17 0 mullion of intangrble assets consisting of $9 1 million of goadwill
(which 15 not deductible for tax purposes) and $7 9 million of all other intangible assets The Company's financial position and results of operat:ons include
Autogard subsequent to Apnl 2, 2011

62




Table of Contents

Mecanica Falk Acquisition

On August 31,2010 the Company acquired fult control of Mecanica Falk S A de C V {"Mecanica Falk™), a joint venture in which the Company
previously maintained a 49% non-controlling interest Located in Mexico City, Mexico, Mecinica Falk pnmanly serves as a distbutor of the Company's
existing Process & Motion Control product lines in Latin America The acquisition of the remaimng 5 1% nterest in Mecanica Faik provides the Company
with the opportunity to expand 11s international presence through a more direct ownership structure Mecanica Falk's results of operations have been fully
consolidated 1n all peniods subsequent to August 31, 2010

Due to the pre-existing 49% ownership interest in Mecamica Falk, this acquisition was accounted for as a step acquisition 1n accordance with ASC 805,
Business Combnutions {“ASC 8057y Accordingly, the Company recognized a gain of $3 4 nuilion tn connection with this transaction to record 1ts 49%
ownership interest in Mecanica Falk at farr value on the acquisition date the fair value was determuned using a combimation of the income approach and
market approach In completing this valuation, management considered future earnings and cash flow potential of the business, earmings multiples, and recent
market transactions of similar businesses The transaction was consummated through a redempuion of the existing shareholders' shares 1n exchange for a $6 |
mullion seller-financed note, which will be repaid in ratable nstallments over the next several quariers Excluding the seller-financed note, the Company
acquired net assets of $12 | mullion ncluding $8 0 million of intangible assets {(compnsed of $4 4 million of customer relatronships and $3 6 mullion of
goodwill) and $1 2 million of cash Certain information about Mecanica Falk 1s not presented (¢ g, pro forma financial informatuion and allocation of purchase
price} as the disclosure of such information 1s not matenal to the Company's results of operations and financial position

4 Restructuring and Other Similar Costs

During fiscal 2012, the Company commenced certain restructuring actions to reduce operating costs while modifying s footprint to reflect changes in
the markets 1t serves, the impact of acquisitions on the Company's overall manufactuning capacity and the refinement of the overall management of Rexnord's
product portfolio The restructurning actions pnmanly resulted 1n workforce reductions, lease termination, inventory write-off, asset imparments and the
consolidation of certain North Amencan water and waste water treatment facihiies The Company recorded restructurning charges of 311 4 mallion during the
fiscal 2012

Beginmng in fiscal 2009 and through fiscat 2010 the Company executed certain restructunng actions to reduce operating costs and improve
profitability As these restructuring actions were substannally completed duning fiscal 2010, the Company did not record any restructuring charges during the
year ended March 31, 2011 Comparatively, the Company recorded a restructuring charge of $6 & miilion for the year ended March 31, 2010, pnmanly
consisting of severance costs rclated to workforce reductions

The following table summanzes the Company's restructuring costs during the year ended March 31, 2012 by classification of operating segment (in
millions)

Fiscal year ended March 31, 2012

Process & Viotion Water Corporate Consolidated

Control Management
" Severance costs 3 A 08 $ 26 3 09 ¥ 43
Assel impairments 46 — — 46
Lease termnation and other costs — 25 — 25
Total restructuring and other similar costs 3 54 h) 51 S 09 $ 114

The following table summarizes the activity in the Company’s restructuring reserve for the fiscat year ended March 31, 2012 (in mulhons)

Severance Costs Asset Lease Termination Total
Impairments and Other Costs
Restructuring reserve, March 31, 2011 $ — $ — ¥ 09 $ 09
Charges 43 46 25 114
Cash payments 24 — 28 (52)
Non-cash asset impairments — (4 6) — 46)
Currency translation adjustment — — — —
Restructuning reserve, March 31, 2012 3 19 h) — 3 06 $ 25
(4] The restructuring reserve 1s included 1n other current liabilities on the consolidated balance sheets
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5 Recovery Under Continued Dumping and Subsidy Offset Act (“CDSOA™)

The Company, as a producer of ball bearing products in the United States, participated i the distnbution of momes collected by Customs and Border
Protection (“CBP") from anti-dumping cases under the CDSOA  As a result of providing relevant information to CBP regarding histoncal manufactuning,
personnel and development costs for previous calendar years, the Company recerved $2 4 milhon, $0 7 mutlion, and $0 8 million duning the years ended
March 31, 2012, 201t and 2010, respectively These recovenes are included 1n other expense, net on the condensed consolidated statement of operations

In February 2006, U S legislation was enacted that ended CDSOA distributions to U S manufacturers for unports covered by anti-dumping duty
orders entening the U S afier September 30, 2007 Because momies were collected by CBP unul September 30, 2007 and for prior year entnes, the Company
has continued to receive some additional distnbutions However, because of that legislation, pending Lingation challenging past and future distributions and
the administrative operation of the law, the Company cannot reasenably estimate the amount of CDSOA payments, 1f any, that 1t may receive in future years
and/or whether 1t will be required to repay any previously received distributions

& Enventories

The major classes of inventones are summarized as follows (in mithons)

March 31,
2012 2011

Finished goods $ 018 % 184 IE
Work 1n process ) 66 4 537
Raw materials 422 308
[nventores at FIFO cost 3104 268 6
Adjustment to state inventones at LIFO cost i iz4 152

$ 3228 % 2838

7 Property, Plant and Equipment
Property, plant and equipment 15 summanized as follows {in millions)
March 31,
2012 2011
Land 5 387 3 375
Buildings and improvements 204 9 163 4
Machinery and equipment 3352 3157
Hardware and software 4812 428
Construction in-progress 330 210
660 0 5804
Less accumulated depreciation (240 8) (2220)
] 4192 b 3584

8 Goodwill and Intangible Assets

Dunng the third quarter ended December 31, 2011, the Company completed the testing of indefinite lived intangible assets (tradenames) and goodwill
for impairment m accordance with ASC 350 Pursuant to the guidance, an impairment loss 1s recognized 1f the estimated fair value of the intangible asset or
reporting unit 1s less than us carrying amount The fair value of the Company's indefinite lived intangible assets and reporting units were primartly estimated
using an 1ncome valuation model {discounted cash flow) and market approach (guidehine public company comparables), which indicated that the fair value of
the Company's indefimte hved intangible assets and reporting unus exceeded their carrying value, therefore, no impatrment was present The estumated fair
value of the Company's reporting units was dependent on several significant assumptions, including s weighted average cost of capital {discount rate) and
future earmings and cash flow projections

64




Table of Contents

The changes n the net carrying amount of goodwill and 1dennfiable intangible assets for the years ended March 31, 2012 and 2011, by operating
segment, are presented below (1n millions)

Amoruzable Intangible Assets

Goodwill  Indefinite Lived Intangible Assets  Customer Relationships  Patents Non-Compete  Total [dentifiable Intangible Assets

(Trade Names) Excluding Goodwill

Process & Motion Control
Nct carrying athount as of $ 8323 % 190 7 1700 3 8o — 3 3693
March 31 2010
Amortization — —_ 272) {15 — (287) - '
Acquisitions 36 — 44 — — 44
Net carmying ammount as of $ 8359 % 190 7 147 2 3 71 — ) 3450
March 31 2011
Amorhzation 3 — 8 — 280y SN on 3 (29 )
Acquisiticns 21 16 62 — 01 T9
Currency transtation adjustment 03 — 02 — — 02
Net carrying amounl as of $ 8653 § 1923 1256 $ 60 —_ 3 3239
March 31 2012

Water Management
Net carrying amount as of 3 1599 § i S 2052 $ 124 01 3 3192
March 31 201¢
Amortizetion —_ — (179 [#40)] — {199
Currency translation adjustment 04 02 02 - —_ 04
Net carrying amount as of $ 1603 % 17 187 5 £ 104 01 3 259 7
March 31, 2011

" Amortization H — 3 - (19 6) 520 -— $ 21n
Acquisitions 881 EXN 100 22 — 458
Currency translation adjustment 10 {03 03 — -— {0 6)
Nct careying amovnt as of 5 2494 § 1350 177 6 $ 103 01 % 3232
March 31 2012

Consolidared
Nct carrymng amount as of $1,0022 $ 2922 37152 %210 01 13 688 5
March 31 2010
Amortization — - (45 1) 35 - (48 6) "
Acquisitions 36 —_ 44 — —_ 44
Currency translation adjustrcnt 04 02 02 - - 04
Net carrying amount as of $10m62 $ 2924 3347 £ 175 01 $ 644 7
March 3t 2011
Amerzation $ — 5 —_ (47 6) £ (3D [ORY] £ (509
Acquisitions 972 352 162 22 01 537
Currency translation adjustment 13 (03) 1) —_ —_ (04)
Net carrymng amount as of $11147 § 3273 302 L1165 01 3 647 1

March 31 2012
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The gross carmying amount, accumulated amortizatton and net carrying amount for each major class of identifiable intangible assets as of March 31
2012 and March 31, 201 1 are as follows (1n mltions)

March 31, 2012
Weghted Gross Carrying Accumulated Met Carrymng
Ascrage Amouont Amorhzation Amount
Useful Life
Intangible asscts subject to amortization
Patents 10 Years $ 3RS s {220) < 16 5
Customer refationships (including distnbution network) 12 Years 5502 (2470) 3032
Non-compete 5 Years G2 (01 ol
Intangible assets not subject to amortization - irade marks and radenames 3273 -_ 32713
§ 916 2 $ (269 1) M 647 |
March 31, 2011
W eighted Gross Carrying Accumulated Net Carrving
Averige Amount Amortzanon Amount
Useful Life
Intangible asscts subject to amorization
Patcnts 10 Years 3 3623 $ (18 &) % 175
Customer relationshups (including distnbution network) 12 Years 5341 (199 4) 3347
Non-compete 2 Years 0l — 0t
Intangible asscls not subject to amortizatien - tradvmarks and tradenames 2924 -— 2924

s 8629 3 (2182 5 6447

Intangible asset amortizatton expense totaled $50 9 miihion, $48 6 nutlion, and 349 7 mullion for the years ended March 31, 2012, 2011 and 2010 ,
respectively

The Company expects 1o recognize amorhization expense on the mtangible asscts subject to amortization of 349 7 million in fiscal 2013, $49 6 million
n fiscal 2014, $49 3 maltion in fiscal 2015, $48 9 mullion in fiscal 2016, and 330 0 mulhon m fiscal 2017, respectively

9 Other Current Liabilitves

Other current habilites are summarized as follows (in mulhons)

¥arch 31,
2012 2011
Taxes, other than income taxes 3 82 3 63
Sales rebates 16 3 16 1
Restructuring obligations (1) 25 09
Customer advances 162 114
Product warranty {I) 87 86
Commissions 75 64
Risk management reserves (3) 135 130
Legal and environmental reserves 96 27
Deferred income taxes 76 31
Other 280 203
$ 181 3 861

(N See more information related to the restructuring obligations balance within Note 4

(2) See more nformation related to the product warranty obligations balance within Note 2

(3) [ncludes projected habilities related to the Company s deducuible portion of insured losses ansing {rom automobile general and product hability

claims
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10 Long-Term Debt

Long-term debt 1s summanzed as follows {in millions)

Yarch 31,
2012 wn
8 50% Senior notes due 2018 $ 11450 § 1,1450
Term loans (1) 9453 7615
11 75% senior subordinated notes due 2016 (2) 3000 3000
PIK toggle senior mdebtedness due 2013 (3) — 932
8 875% Semior notes due 2016 ) ) 20 20
10 125% Semor subordinated notes due 2012 03 03
Other (4) 31 120
Total 24237 23141
Less current portion 103 104 2
Long-term debt $ 24134  § 2,209 9

() Includes an unamortized onginal issue discount of 34 7 million at March 3£, 2012

2 On Apnl 17, 2012 the Company fully redecemed the 11 75% sentor subordinated notes due 2016 See Note 22 Subsequent Events for further
mformation regarding the redemption below

(3) Includes an unamortized bond tssue discount of 30 4 mullion at March 31, 2011

(4) Includes $23 4 mullion of financing related to the Company's participation 1n the New Market Tax Crecht incentive program as discussed below

Senior Secured Credu Facility

On March 15, 2012, the Company entered into the Second Amended and Restated Credit Agreement (the "Second Restated Credit Agreement™} The
semor secured credit facilities under the Second Restated Credut Agreement are funded by a syndicate of banks and other financial institutions and provide for
loans of up to 31,130 milhon, consisting of (1) a $950 0 million term [oan facility with a maturnty date of Apnl 1, 2018, and (u) a $180 0 mithon revolving
credut facility with a matunty date of March 15, 2017 and borrowing capacity available for letters of credit and for borrowings on a same-day notice, referred
to as swinghne loans On Apnil 18 2012, the Company entered mto an Incremental Assumption Agreement, which increased the amount of the revolving
credit facihity by $85 0 milhion to $265 0 milhon

In connection with the refinancing tn the fourth quarter of fiscal 2012, the Company repmd the amounts outstanding under the pror credit facility,
including the term loans aggregatmg to 3760 0 million and the 389 8 million of then-cutstanding debt under the Company's prior revolving credit facility As
a result of the repayment, the Company recognized a $10 0 mithon loss on the extingutshment of debt n he fiscal quarter ended March 31, 2012, which was
comprtsed of the non-cash write-off of deferred financing fees, as well as payment to lenders to tenminate the interest rate swaps aligned to the old term loans

As of March 31, 2012 , the Company's outstanding borrowings under the term loan facihty were $245 3 mullion (net of $4 7 million unamortized
onginal 1ssue discount) Borrowmgs under the term loan facility bear mterest at a per annum rate cqual to, al the Company's option, exther {a) in the case of
ABR Borrowings, 3 00% plus a base rate determined by reference to the highest of (1) the federal funds etfective rate plus 0 50%, (2} the pnme rate
determined from time to time by Credit Swisse AG, the administrative agent under the Sccond Restated Credit Agreement and (3) the LIBO rate n effect fora
ong-month period plus 1 00%, or (b) i the case of Eurocurrency Borrowngs, 4 00% plus a Eurocurrency rate determined by reference to an annual interest
rate equal to (x) the LIBO rate 1n effect for a given mterest period divided by (y) one minus a stalutory reserve applicable to such borrowing (subjecttoa 1%
LIBOR floor) Additionally, for revolving commutments subject to a first hen semor secured leverage test, the rates are subject to a potential step-down to
2 75% and 3 75% for ABR Borrowmgs and Eurocurrency Borrowings, respectively (in the event our semor secured leverage ratio 1s lessthan [ 510 1 0) At
March 31, 2012, using (b) above, (1) the applicable margin with respect to outstanding term loan facitity borrowings was 4 00%, (1) the werghted average
interest rate of term loan facihity borrowings was 5 00%, (1) the applicable margin with respect to revolving credit facibity borrowings would have been
4 00%, and (1v) the weighted average interest rate of revolving credit facility borrowings would have been 5 00%
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As of March 31, 2012, tn addition to paying interest on outstanding principal under the senior secured credit facilittes, the Company 1s required to pay
a commitment fee to the lenders under the revolving credit facility in respect to the unutilized commutments thereunder at a rate equal to 0 50% per annum,
provided that any prepayment of term loan borrowings occurning on or prior to September 15, 2012 i connechion with a refinancing of such borrowings at a
lower all-1n yield would be subject to a prepayment penalty equal to | 00% of the aggregate princtpal amount of the borrowings being refinanced

As of March 31, 2012, the remaining mandatory princtpal payments prior to maturity on the term loan facthties was $57 0 million Principal payments
of $2 375 mullion are scheduled to be made at the end of each calendar quarter until March 31, 2018 The Company may voluntarly repay outstanding loans
under the semor secured credit facilities at any time without premium or penalty, other than customary “breakage™ costs with respect to Eurocurrency loans,
provided that any prepayment of term foan borrowings occurring on or prior to September L5, 2012 1 connection with a refinancing of such borrowings at a
lower all-in yield would be subject to a prepayment penalty equal to | 00% of the aggregaie pninctpal amount of the borrowings being refinanced

Al amounts outstanding under the revolving credit facility will be due and payable 1n full, and the commitments thereunder will terminate, on March
15,2017 1n addstron, $45 5 mullion and $31 4 million of the revolving credit facility was considered utihized in connection with outstandmg letters of credit at
March 31, 2012 and March 31 20t 1, respectively

The Second Restated Credit Agreement, among other thangs (1) allows for one or more future 1ssuances of secured notes, which may include 1n each
case, indebtedness secured on a part passu basis with the obligations under the senior secured credit facilities, so long as, in each case, among other things, an
agreed amount of the net cash proceeds from any such 1ssuance are used to prepay term loans under the senior secured credit facilities at par, (1) subject to the
requirement to make such offers on a pro rata basis to all lenders and certain other restrictions, allows the Company to agree with individual lenders 1o extend
the maturity date of any of the loans and/or commutments provided by such lenders and to otherwise modity the terms of the loans and/or commitments
provided by such lenders (including, without limitation, increasing the interest rate or fees payable wn respect of such loans and/or commitments and/or
modifying the amortization schedule 1n respect of such loans), and (11) allews for one or more future 1ssuances of additional secured notes, which may
mclude, 1n each case indebtedness secured on a pan pagsu basis with the obligations under the semor secured credit facilities, 1n an amount not to exceed the
amount of incremental facility availability under the semor secured credit facilities

The Second Restated Credit Agreement alse contains a number of typical covenants that, among other things, constrain, subject to certain fully-
negotiated exceptions, the Company's ability, and the abihity of the Company's subsichanies, to seli assets, 1ncur additional indebtedness, repay other
indebtedness, pay dividends and distibutions, repurchase its capital stock, or make payments, redemptions or repurchases in respect certain indebtedness
(ncluding the sentor notes), create Liens on assets, make mvestments, loans, guarantees or advances, make cerain acquisitions, engage in certaim mergers or
consolidations, enter into sale-and-leaseback transactions, engage 1n certain transactions with affiliates, amend certain matenal agreements governing its
indebtedness, make capital expenditures, enter imto hedging agreements, amend its organizational documents, change the busimess conducted by 1t and 1ts
subsidiaries, and enter into agreements that restnct dividends from subsidianes The Company's semor secured eredat facihities limit the Company's maximum
semor secured bank leverage ratio to 5 00x to 1 00 As of March 31, 2012, the senior secured bank leverage ratio was 1 68x to 1 00

PIK Toggle Sentor Indebtedness

Duning the first quarter of fiscal 2012, the Company fully retired $93 2 rulhion of outstanding face value PIK toggle semor indebtedness due 2013 for
$95 1 milhion in cash (including $1 5 millton of accrued interest) As a result, the Company recogmzed a pre-tax loss of $0 7 mulion in the first quarter of
fiscal 2012, which was compnsed of a non-cash write-off of $0 4 million of unamortized original 1ssue discount and 50 3 million of unamortized deferred
financing costs

Sentor Notes and Semor Subordinated Notes

Quistandimg Notes

At Apnl 30,2012 the Company had outstanding $1,145 0 million 1n aggregate principal 8 50% semor notes due 2018 (the "8 30% Notes"} The
Company also had outstanding $2 3 mullion m aggregate principal under other notes, consisting of the 8 875% semuor notes due 2016 (the "8 875% Notes")
and 19 125% semior subordmated notes due 2012

The 8 50% Notes bear interest at a rate of 8 50% per annum, payable on cach May | and November | and will mature on May 1, 2018

The 1ndenture governing the 8 50% Notes permits optional redemption of the notes, generally on or after May | 2014, on specified terms and at
speaified prices In addition, the indenture provides that, prior to May 1, 2014, the outstanding 8 50% Notes may be redeemed at the Company’s option in
whole at any tume or i part from time to time at a redemption price equal 1o the sum of (1) 100% of the principal amount of the notes redeemed plus (u) a
‘make whale™ premtum specified 1n the indenture, and (1) accrued and unpaid interest and additzonal interest 1f any to the redemption date
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In addition, at any time (which may be more than once) on or prior to May |, 2013, the Company has the right to redeem up to 35% of the pnncipal
amount of the § 50% Notes at a redemption price equal to 108 50% of the face amount thereof, plus accrued and unpard interest and additional interest, 1f any,
with the net proceeds of one or more equuity offerings so long as at least 65% of the aggregate principal amount of the 8 50% Notes 1ssued remais outstanding
afier each redemption and such redemption occurs within a specified period afier the equity offenng

Notwithstanding the above, the Company’s abihity to make payments on, redeem, repurchase or otherwise retire for value, prior to the scheduled
repayment or maturity, the semor notes may be constramed or prohibited under the above-referenced semor secured credit facilities

The senior notes are unsecured obligations of the Company The indenture governing the senior notes permit the Company to mcur all penmitted
indebtedness (as defined in the indenture) without restniction which 1ncludes amounts borrowed under the semor secured credit facilities

The indenture governing the 8 50% Notes contain customary covenants, among others, hmiting diwidends, the incurrence of additional indebtedness,
the 1ssuance of certain forms of equity, tnvestments, purchases or redemptions of stock, restricted payments, transactions with affiliales and mergers and sales
of assets, and requiring the Company to make an offer to purchase notes upon the occurrence of a change in control, as defined in those indentures These
covenants are subject to a number of important qualifications For example the indentures do not impose any himilation on the mcurrence by the Company of
labilittes that are not considered “indebtedness™ under the indentures, such as certain sale/leaseback transactions, nor do the indentures impose any limitation
on the amount of habiliies incurted by the Company's subsidiaries, 1f any, that might be designated as ‘unrestricted subsidianes™ (as defined in the applicable
indenture) In addition, despite the above restrictions, the Company may incur additional indebtedness and 1ssue certain forms of equity 1if immediately preor
o the consummation of such events, the fixed charge coverage ratio for the most recently ended four full fiscal quarters for which internal financial stalements
are available, as defined in the imdentures, would have been at least 2 00 to 1 00, mcluding the pro forma application of the additional indebtedness or equity
1ssuance The mdentures governing the 8 875% Notes and the 10 [25% senior subordinated notes due 2012 do not contamn matertal restrictive covenants

Semor Subordinated Notes

On April 17 2012, the Company completed a full redemption of all of the 11 75% semor subordinated nates due 2016 (the "1 1 75% Notes") that
were then outstanding  Although the Company used proceeds from 1ts Aprit 2012 initial public offering (the"IPO") 1o retire the 11 75% Notes, they have
continued to be classified on the March 31, 2012 balance sheet as long term 1n accordance wath their origmmal terms See Note 22 Subsequent Events for
additional information related to the redemption of the 11 75% Notes and the IPO [n the first quarter of fiscal year 2013, the Company expects to recognize
an expense of $17 6 mullion related to the early redemption of the 11 75% Notes

Aprl 2010 Cash Tender Offers and $1.145 0 Million Note Offering

On May 5, 2010, the Company finahized the results of the cash tender offers and consent solicitations with respect to any and ali of its outstanding
9 50% semer notes due 2014 1ssued in 2006 (the "2006 9 50% Notes™), 9 50% sentor notes due in 2014 1ssued in 2009 (the "2009 9 50% Notes") and 8 875%
Notes Upon completion of the tender offers, 99 7% of the holders had tendered their notes and consented to the proposed amendments At closing, (1} 30 ¢
million aggregate principal amount of the 2006 9 50% Notes, (1) $13,000 aggregate pnncipal amount of the 2009 9 50% Notes and (11} $2 0 mithon
aggregate principal amount of the 8 875% Notes had not been tendered, and remained outstanding

In connection with the Apnl 2010 tender offers and consent solicitations on April 20, 2010, the Company entered into supplemental indentures,
pursuant to which the 2006 9 50% Notcs, 2009 9 50% Notes and 8 875% Notes were 1ssued The supplemental indentures amended the terms governing the
respective notes to, among other things, elimimate substantially all of the matenal restrictive covenants, ehnminate or modify certain events of default and
elminate or modify related provisions n the respective indentures goverming the notes

On April 28, 2010, the Company 1ssued the 8 50% Notes 1 a private offering The proceeds from the offenng were used to fund (including transaction
costs) the Company's cash tender offers discussed above

The Company accounted for the cash tender offers and the 1ssuance of the 8 50% Notes m accordance with ASC 470-50 Pursuanl to this gumidance, the
cash tender offers were accounted for as an extingumshment of debt In connection with the offenng, the Company incurred an increasc in long-term debt of
approximately $89 5 million The Company recognized a $100 8 rmllion loss on the debt extingwishment in the fiscal quarter ended July 3, 2010, which was
compnised of a bond tender premium paid to tenders, as well as the non-cash write-off of deferred financing fees and net ongmal 1ssue discount associated
with the extinguished debt Additionatly, the Company capitalized approximately $14 6 million of third party transaction costs, which are being amortized
over the hife of the 8 50% Notes as interest expense using the effective mierest method Below is a sumimary of the transaction costs and other offening
expenses recorded along with therr corresponding pre-tax financial statement impact (1in miflions)
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Financial Statement impact

Balance Sheet -Debit (Credit) Statement of Operations
Deferved Flnancing Costs {1) Onginal Issue Discount (2) Totsl
Expense (3)

Cash transachien costs A ) )

Third party transaction costs $ 146 5 — $ — $ 146
Bond tender premiums (paid to lenders) —_ — _63 5 635
Total expected cash transaction costs 146 — 635 §781
Non-cash write-off of unamortized amounts o ) ’ ) T
Deferred financing costs ’ (25-4) — i ’ 25_ 4

Net oniginal 1ssue discount — (119 119

Net financial staternent impact % (10 8) 3 (119} g 100 8

(1) Recorded as a component of other assets within the consolidated balance sheet
(2) Recorded as a reduction tn the face value of long-term debt within the consolidated balance sheet
(3) Recorded as a component of other non-operating expense within the consohdated statement of operations

Apnl 2009 Exchange Offer

As previously disclosed, in April 2009, through cash tender offers, the Company exchanged newly-1ssued 2009 9 50% Notes for Rexnord Corporation
PIK Toggle notes and PIK toggle loans and for 8 875% Notes Ln connection with the exchange, the Company recogmzed a $167 8 milhien garn on debt
extinguishment 1n fiscal 2010

Other Subsidiary Debt

During fiscal 2012, the Company received $5 § million 1n net proceeds from two financing agreements with respect to facility modermzation projects
at two North Amencan manufacturing facilities These financing agreements were structured with unrelated third party financial mstitutions (the “Investor™)
and their wholly-owned community development entities in connection with the Company's participation tn transactions qualtfied under the federal New
Market Tax Credit program, pursuant to Section 45D of the Intemal Revenue Code of 1986, as amended Through its participation n this program, the
Investor receives certain tax credits and the Company has secured low 1nterest financing and the potential for future debt forgiveness related to eligible capital
projects Upon closmg of this transaction, the Company provided an aggregate of $17 9 million to the Investor in the form of loans receivable, with a term of
30 years, bearing an mterest rate of 2 (% per annum Additionally, the Company received aggregate loan proceeds of $23 4 rullion ($17 9 mullion of which
was denived from the aforementioned loans receivable) payable to the community development entities sponsonng each progect Simular to the loans
receivable, these loans have a term of 30 years and bear an interest rate of approximately 2 0% per annum  As collateral for these loans, the Company has
granted a security interest i the assets acquired with the loan proceeds No earlter than December 2018 and upon meeting certain conditions, both the
Investor and the Company have the ability to ingger forgiveness of the net debt which could resull 1n a net §5 5 million non-operating gain, excluding
applicable transaction costs To the extent the loans payable are not forgiven, the Company would be required to repay the full amount of the outstanding
$23 4 million principal balance and would concurrently receive a lean repayment of $17 9 rmllion on the aforementioned loans receivable, resulting 1n a net
$5 5 milhon use of hquidity

The aggregat. loans of $23 4 mullion are recorded in Long-Term Debt on the consolidated balance sheet and the aggregate loans recervable of $17 9
milhon are recorded m Other Assets on the consolidated balance sheet The Company incurred $0 6 million of debt 1ssuance costs related to the above
transaction, which s being amortized over the life of the agreement

At March 31,2012 and March 31, 2011, various wholly-owned subsidianes had additional debt of $31 1 million which includes the New Market Tax
Credit program descnibed above, and $12 1 milhon, respectively, compnised prumarily of borrowmngs at various foreign subsidiaries and capital lease
obligations
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Accounts Recervable Securitization Program

On May 20, 201 1, the Company entered into a five-year Amended and Restated Recervables Fundig and Administration Agreement (the “RFAA™) by
and among Rexnord Funding LLC (*Funding,” a wholly-owned bankruptcy-remote special purpose subsidiary), the financial mstitutions from time to time
party thereto, and General Elecine Capital Corporation, as a lender, a swing line lender and admimstrative agent ( ‘GECC™} The RFAA, which amended and
restated 1n its entirety a facility entered into 1n 2007, 1s the principal operative agreement under which certmin subsidiaries continuously sell substantially all of
their domestic trade accounts recervable to Fundmg for cash and subordinated notes (the “Propram™) Funding 1n turn may obtain revolving loans and letters
of credit from GECC under the RFAA The maximum borrowing amount under the RFAA 15 $100 0 muillwn, subject to certmin ehgibility requirements related
to the amount and type of receivables owned by Funding, the Rk AA also contains an * accordion” provision pursuant to which Funding can request that the
facility be increased by $75 0 mulhon All of the recervables purchased by Funding are pledged as collateral for revolving loans and letters of eredit obtammed
from GECC under the RFAA

The Program does not quahfy for sale accounting under ASC 860, Transfers and Servicrig ("ASC 860™), and as such, any borrowings are accounted
for as secured borrowings on the consolidated balance sheet Financing costs associated with the Program are recorded within “Interest expense, net” in the
consolidated statement of operations if revolving loans or letters of credit are obtained under the RFAA

Borrowings under the RFAA 1n respect of lelters of credit bear mterest at 1 25% plus the greatest of (a) the pnime rate 1n the United States (b) 0 50 %
plus the federal funds effective rate and {¢) 1 50% plus (x} the LIBOR rate m effect for a three-month perod divided by (y) | 0 minus applicable reserve
requirements All other borrowings under the RFAA bear mterest at a rate equal to 2 25% plus (x) the LIBOR rate 1n effect for a three-month penod divided
by (¥} 1 0 minus applicable reserve requirements Outstanding borrowings mature on May 20, 2016 [n addition, a non-use fee of 0 50% 1s applied to the
unutilized portion of the $100 0 million commument These rates are per annum and the fees are paid to GECC on a monthly basis

At March 31 2012, the Company's available borrowing capacity under the Program was 5100 0 milhon  Additionally, the Program requires
comphance with certain covenants and performance ratios contained 1in the RFAA  As of March 31, 2012, Funding was in comphiance with all applicable
covenants and performance ratios

Future Debr Maturitres

Future matunties of debt as of March 31, 2012 were as follows {1n millions)

Year ending March 31

2013 3 103
2014 167
2015 95
2016 95
2017 (1) 3115
Thereafter 2,066 2

$ 24237

(1)  On Apnl 17 2012, the Company used proceeds from the IPQ 1o fully redeem the $300 (¢ million of previously outstanding 11 75% Notes, which had a
maturity date of August 1, 2016 See "Semor Subordinated Notes" above and note 22 for additronal information

Cash 1nterest pard for the years ended March 31, 2012, 201t and 2010 was $171 5 mulhon, $143 6 mulhion and $161 8 million, respecuvely
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11 Denvative Financial Instruments

The Company 15 exposed to certain financial nisks relating to fluctuations in forergn currency exchange rates and wnterest rates The Company
selectively uses foreign currency forward exchange contracts and (nterest rate swap contracts to manage 1ts foreign currency and interest rate nsks All
hedging transactions are authorized and executed pursuant to defined policies and procedures which prohibut the use of finzneial instruments for speculative
purposes

Foreign Exchange Contracts

The Company perodically enters into foreign currency forward contracts to mitigate the foreign currency volatility relative to certain intercompany
and external cash flows expected to occur duning the fiscal year The Company currently has entered into foreign currency forward contracts that exchange
Canadian dollars ("CAD") for United States dollars ("USD") The forward contracts 1n place as of March 31, 2012 expire between Apnl 2012 and March
2013 and have notional amounts of $19 0 mithon CAD ($18 9 million USD) and contract rates of approximately $1CAD §1USD These foreign currency
forward contracts were not accounted for as effective cash flow hedges 1n accordance wath ASC 815, Derwvanives and Hedgmg (“ASC 8157) and as such were
marked to market through earnings Sce the amounts recorded on the consolidated balance sheets and recognized within the consolidated statements of
operations related to the Company's foreign currency forward contracts within the tables below

Interest Rate Derivatives

Effective March 5, 2012, in connection with the Company's refinancing of the senwor secured eredit faclity, the Company termunated the three interest
rate swaps previously aligned to the prior term loans See Note 10 Long-term Debt for additional information on the refinancing of the sentor secured credit
facilities The three mterest rate swaps previously had a matunty date of July 20, 2012 The three swaps converted an aggregate of $370 0 million of the
Company’s vanable-rate term loans to fixed interest rates ranging from 2 08% to 2 39% plus the applicable margin All nterest rate denvatives were
accounted for as effective cash flow hedges n accordance with ASC 815 The fair values of these interest rate dertvalives were previously recorded on the
Company’s consolidated balance sheet with the corresponding offset recorded as a component of accumulated other comprehensive mcome {loss), net of tax
See the amounts recorded on the consolidated balance sheets and recognized within the consolidated statements of operations related to the Company’s
interest rate swaps within the tables below

The Company’s denvatives are measured at fair value 1n accordance with ASC 820 See Note |2 for more information as it relates to the faur value
measurement of the Company’s denivative financtal instruments

The following tables indicate the location and the fair value of the Company's denvative mstruments within the consolidated bzalance sheets segregated
between designated, qualifying ASC 815 hedging instruments and non-qualifying, non-designated hedging mstruments (in milhions)

Fair value of denvatives designated as hedging instruments under ASC 815

Liability Derrvatives

March 31, 2012 March 31, 2011 Balance Sheet
Classification
Interest rate swaps $ — $ 80 Other long-term habilities

Fair value of denivatives not designated as hedging mstruments under ASC 815

Liability Dertvatives

Mareh 31,2012 March 31, 2011 Balange Sheet
Classification

Foreign exchange contracts 3 — 3 02 Other current Labilities

The following table indicates the location and the amount of gams and (losses) associated with the Company 's denvative instruments, net of tax,
within the consoltdated batance sheet (for qualifying ASC 815 nstruments) and recognized within the consohidated statement of operauons The infonmation
1s segregated between designated, qualifying ASC 815 hedging instruments and non-qualifying, non-designated hedging imstruments (in mithons)
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Derivatives mstruments designated as cash flow Amouat of gamn or Classification of gain or (loss) Amount of gain or (loss}
hedging relationships ander (loss} recogmized in reclassified from reclassified from
ASC Bi5-20 accumulated OCI accumulated QOCI inte accumulated OCI into
on dervative Income Income
Year Ended
2012 2011 Mz 011
Interest rate contracts $ — § (48) Interestexpense, net g (58) ) (7 5)
Loss on debt extinguishment 3 (32) $ —
Total $ 90 $ (75},
Derivatives instruments not designated as Lecauon of gain or (loss) Amount recognized in other
cash flow hedging relahonships under recognized I Lncome on mncome {expense), net
ASC Bi5-20 derivative Year Ended
2012 2011
Foreign exchange forward contracts Other income {expense), net b 035 3 wn

12 Fair Value Measurements

ASC 820 defines fair value as the exchange price that would be received for an asset or pard to transfer a hability (an exit price} in the principal or
most advaniageous market for the asset or lhability 1n an orderly transaction between market participants ASC 820 also specifies a fair value lerarchy based
upon the observability of inputs used 1n valuation techmques Observable mputs (highest level) reflect market data obtained from independent sources, while
unobservable mputs (lowest level) reflect intemally developed assumptions about the assumptions a market participant would use

In accordance with ASC 820 fair value measurements are classified under the following hierarchy

. Level I- Quoted prices for identical instruments 1n active markets

* Level 2- Quoted pnices for simular instruments, quoted prices for 1dentical or similar instruments in markets that are not active, and
model-denved valuations in which all significant inputs or sigmficant value-drivers are observable

. Level 3. Model-derived valuations in which one or more mputs or value-drivers are both significant to the farr value measurement and

unobservable

1f 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 avarlable, the Company makes use of observable market based nputs 1o calculate fair value, 1n which case
the measurements are classified withun Level 2 If quoted or observable market prices are not available, farr value 1s based upon intemnally developed models
that use, where possible, current market-based parameters These measurements are classified within Level 3 1f they use significant unobservable inputs

The Company's fair value measurements which were impacted by ASC 820 as of March 31, 2012 inctude

Foreign Currency Forward Contracts

The fair value of foreign currency forward contracts 1s based on a pricing model that utihizes the differential between the contract price and the market-
based forward rate as applied to fixed future delivenes of currency at pre-designated settlement dates

The following describes the valuation methodologies the Company uses to measure non-financial assets accounted for at fair value on a non-recurring
basis

Long-lived Assets and Intangible Assets

Long-lived assets (which includes property, plant and equipment and real estate) may be measured at fair value «f such assets are held for sale or when
there 15 a determination that the asset 1s impared  intangible assets {which includes patents, tradenames, customer relationshups, and non-compete agreements)
also may be measured at tair value when there 1s a determunation that the asset 1s impatred  The determination of fair value for these assets 1s based on the best
information available, including internal cash flow estimates discounted at an appropnate interest rate, quoted market prices when available, market prices for
similar assets and independent apprassals, as appropriate For real estate, cash flow estimates are based on current market ¢stimates that reflect current and
projected lease profiles and available industry information about expected trends (n rental, occupancy and capitalization rates
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The Company endeavors to utilize the best available information in measuring fair value As required by ASC 820, financial assets and habilitigs are
classified 1n their entirety based on the lowest level of input that i1s sigmificant 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 habiliies that were
recogmzed at fair value on a recurring basis as of March 31,2012 and 2011 {in millions)

Fair Value as of March 31, 2012

Level | Level 2 Level 3 Total
Liabilies ) 7 o S ’ '
Foreign exchange currency contracts $ — M — $ — 3 —
Total habihties at far value $ — b — ] - 3 —!

Fair Value as of March 31, 2011

Level 1 Level 2 Level 3 Total
Liabihties i . B .
) Foreign exchang;z currency contracts ) - J— s 02 s — $ 02
Interest rate swaps ) B ’ — 80 - g0
Total habilities at fair value $ — $ 82 $ — $ 82

Faur Value of Non-Derivative Financial Instruments

The carrying amounts of cash, recetvables, payables and accrued habilities approximated fair value at March 31, 2012 and March 31, 2011 due to the
short-term nature of those mstruments The carrying value of long-term debt recognized within the consohdated balance sheets as of March 31, 2012 and
March 31, 2011 was approximately $2.423 7 milhon and $2,314 1 million, respectively, whereas the fair value of long-term debt as of March 31, 2012 and
March 31, 201 | was approximately $2,524 9 million and $2.419 1 mithon, respectively The fair value 1s based on quoted market prices for the same 15sues

13 Leases

The Company leases manufactunng and warehouse facilines and data processing and other equipment under non-cancelable operating leases which
exprre at varous dates through 2017 Rent expense totaled $i4 8 million, $11 4 million and $12 2 mullion for the years ended March 31,2012, 2011 , and
2010, respectively

Future mimimum rental payments for operating leases with inrtial tertns 1n excess of one year as of March 31, 2012 as follows (1in rmllions)

Year ending March 31

2013 $ 183
2014 157"
2015 128
2016 94
2017 ) 82
Thereafter i 155 ’

s 799
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14 Stock Opnons

ASC 718 requires compensation costs related to share-based payment transactions to be recognized in the financial statements Generally,
compensation cost 1s measured bascd on the grant-date far value of the equity or hability instruments 1ssued In addition, liability awards arc re-measured
each reporting penod Compensatton cost 18 recognized over the requisite service penod, generally as the awards vest Asa then-nonpublic entity that
previously used the mtnimum value method for pro forma disclosure purposes under the prior authoritative literature, the Company adopted ASC 718 usmg
the prospective transition method of adoption on Apnl 1, 2006 Accordingly, the provisions of this gmdance are applied prospectively to new awards and to
awards modified, repurchased or cancelled after the adopnion date In connection with the Apollo Management L P ( ‘Apolla™) transaction in July 2006, all
previously outstanding stock options became fully vested and were, euher cashed out or rolled into fully-vested stock opurons of the Company On July 22,
2006, a total of 2,405,811 of stock options were rolled over, each with an exeraise price of $1 71 As of March 31 2012, 1,571,926 of these rollover stock
options remained outstanding

In connection with the Apollo transaction, the Board of Directors adopted and stockholders approved, the 2006 Stock Opuion Plan (the “2006 Option
Plan™) Persons eligible to receive options under the 2006 Opuon Plan include officers, employees or directors of the Company or any of its subsidianes and
certamn consultants and advisors to the Company or any of 1ts subsidiaries The maximum number of shares of the Company's common stack that may be
1ssued or transferred pursuant to options under the 2006 Option Plan cquals 11,239 290 shares (excluding rollover options mentioned above) All option
geants in fiscal 2012, 2011 and 2010 were granted with an exercise price of $18 74 $8 89 and $4 81 per share, respectively, which was the fair value of the
Company"s common shares on the date of grant Approxunately 50% of the options granted under the 2006 Option Plan vest ratably over five years from the
date of grant the remaiing 50% of the options were eligible to vest ratably at March 31 of each year subsequent to the date of grant {as revised from a prior
performance achievement vesting model based on earmings before interest taxes, depreciation and amortization ( ‘EBITDA °) targets and net debt repayment
targets) Following the consummation of the Company's imual public offening, all outstanding unvested oplions under the 2006 Option Plan, including that
portion of options that was scheduled to vest with respect to fiscal 2012 Company performance, were amended to vest solely based on continued employment
with the Company over the vesting period

On March 19, 2012 the Board of Directors adopted the Rexnord Corporation 2012 Incentive Plan (the "2012 Incentive Plan”, and together with the
2006 Option Plan the "Option Plans™), which operates as a successor plan to the 2006 Opuion Plan The 2012 Incentive Plan 15 mtended to continue to provide
performance ncentives to the Company’s officers employees, directors and cenain others by permitung grants of equity awards and performance-based cash
awards to such persons, to encourage them to maximize Rexnord's performance and create value for Rexnord's stockholders, but broadens the types of awards
permutted by the 2006 Option Plan With the adoption of the 2012 Incentve Plan, no further opuions will be granted under the 2006 Option Plan

The 2012 Incentive Plan permuts the grant of awards that may dehver up 1o an aggregate of § 350 000 shares of common stock further subject 1o limits
on the number of shares that may be delivered pursuant to incentive stock options on the shares that may be delivered on the awards to any ndividual n a
single year and on the number of shares that may be dehvered on certain awards that are performance-based awards within the meaning of Section 162(m) of
the Intemal Revenue Code The types of permitted awards wnclude ncentive and non-qualified stock options, stock appreciation nights, stock bonuses,
restricted stock and restricted stock umts, porformance stock and performance stock units, stock umits, phantom stack, dividend equivalents and other simlar
nights to purchase or acquire shares as well as cash awards Awards may vest, 10 time upon the oceurnonce of one or more events or by the satisfaction ol
performance enteria or any combination To the extent that awards are performance-based they may be based on one or more cniterta, including (without
limitation) earmngs, cash flow, revenues, operaling ncome capiial reissues, or other quantifiable customer satisfaction or market share or any combination
In addition 1o common stock awards may also be made i similar secunties whose value 15 denved from our common stock or as cash awards in vanous
circumstances

Awards with respect to which grant, vesting, exercisability or payment depend on the achievement of performance goals and awards that are options or
stock appreciation nghts granted to officers and employees are mtended 1o satisfy the requirements for ‘performance-based compensation” under Section
162(m) of the Internal Revenue Code The 2012 Incentive Plan 15 admimstered by the Compensation Commitiee

The Board of Directors also granted the chief executive officer an option for 937,000 shares of common stock at the $18 00 per share public offering
price as of the March 29 2012 commencement of trading on the New York Stock kxchange However, that option 15 not reflected n results of operations or
computations of diluted shares as of March 31 2012 or otherwise for fiscal 2012 or i the following tables because that option was subject 1o the ¢lostng of
the IPO, which did not occur until April 3, 2012
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The fair value of each option granied under the 2006 Option Plan was cstimated on the date of grant using the Black-Scholes valuation model that uses
the following weighted average assumptions

Year Ended March 31 2012 Year Ended March 31,2011 Year Ended March 31,2010
Expected option term (in years) . 75 ) 75 ~ 75 1
Expected volatiity factor 34% 9% i 36"/; )
Weighted-average nsk free interest rate | 64% 2128% 323%
Expected dividend rate 00% 00% 00%

Options granted under the 2006 Option Plan as well as the fully vested rollover options have a term of ten years Management's estimate of the option
term for options granted under the 2006 Option Plan 1s 7 3 years based on the midpoint between when the options vest and when they expire The Company’s
expected volatility assumptions are based on the expected volatilities of publicly-traded compames within the Company’s industry The weighted average nisk
free interest rate 1s based on the U S Treasury yield curve n effect at the date of grant Management also assumes expected dividends of zero The weighted-
average grant date fair value of options granted under the 2006 Option Plan dunng fiscal 2012, 2011 and 2010 was $7 46, 34 04, and $2 17, respectively
Duning fiscal 2012, 2011 and 2010, the Company recorded $3 7 mullion, 35 6 million and $5 5§ mithon of stock-based compensation, respectively (the related
tax benefit on these amounts was $1 4 mullion for fiscal 2012, 32 2 mullion for fiscal 2011, and $2 F milhon for fiscal 2010)

Other information relative to stock options and the changes penod over peniod are as follows

Year Ended March 31, 2812 Year Ended March 31, 2011 Year Ended Mazrch 31,2010

Shares Weighted Shares Weighted Shares WYerghted
Avg Exercise Avg Exercise Avp Excrcise
Price Price Price
Number of shares under option
Outstanding at beginning of period 10,700,275 3 474 10,401,197 3 4 38 11,328,809 3 425
Granted 431,459 18 74 894,981 8 89 2,425,160 430
Exercised (5.465) 4 80 (424,362) 431 {313,547 356
Canceled/Forfeited {251 898) 539 (171 541) 608 (3,039,225) 430
Outstanding at end of penod 10,874,371 (X2 § 527 10700275 M g 474 10,401,197 0§ 438
Exercisable at end of period 8949922 ¥ g 449 6206848 & g 406 5,009281 $ 381
Skares Weighted

Average Grant
Date Fair Value

Non-vested options at March 31, 2011 4,493 427 b 305
Granted 431,459 746
Vested (2,752,735) 326
Canceled/Forfeited (247,702) 278
Non-vested options at March 31, 2012 1 924 449 3 37

As of March 31, 2012, there was 56 5 million of total unrecogmzsed compensation cost related to non-vested stock opitons granted under the Option
Plan That cost ts expected to be recogmized over a weighted-average period of 3 5 years As of March 31, 2012

1) Includes | 571 926, 1,571,926 and| 637,660 of rollover options for the years ended March 31, 2012, 201 L, and 2010, respectively

2) The weighted average remaining contractual life of options outstanding at March 31, 201215 5 7 years The aggregate intrinsic value of options
outstanding at March 31, 2012 15 §172 1 million

3) The weighted average remaintng contractual life of options exercisable at March 31 201215 50 years The aggregate intninsic value of options
outstanding at March 3§ 2012 1s $148 7 million

4) The weighted average remaining contractual life of options outstanding at March 3§, 2011 15 6 6 years

5 The weighted average remaining contractual life of options exercisable at March 31, 2011 15 5 8 years
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15 Retirement Benefits

The Company sponsars pension and other postretirement benefit plans for certain employees Most of the Company's employees are accumuiating
retrrement income benefits through defined contnbution plans However, the Company does sponsor frozen pension plans for 1ts salaned participants and
ongomg pension benefits for certain employees represented by collective bargaming These plans provide for monthly pension payments to eligible
employees upon retirement  Pension benefits for salaried employees generally are based on years of frozen credited service and average earnings Pension
benefits for hourly employees generally are based on spectificd benefit amounts and years of service The Company’s policy 15 to fund 1ts pension obligations
n conformuty with the funding requirements under applicable laws and governmental regulations Other postretirement benefits consist of retiree medical
plans that cover a portion of employees 1n the Umited States that meet certain age and service requirements

Duning the fourth quarter of fiscal 2011, the Company voluntanly changed its method of accounting for actuanal gains and losses related to 1ts pension
and other postretirement benefit plans Previously, the Company recognized actuanal gains and losses as a component of stockhelders' equity on the
consolidated balance sheet and amortized the actuanal gains and losses over particrpants’ average remaining service period, or average remaining life
expectancy, when all or almost all plan parttcipants are inactive, as a component of net periodic benetit cost 1 the unrecogmzed gan or loss exceeded 10
percent of the greater of the market-related value of plan assets or the plan's projected benefit obligation at the beginning of the year (the "corridor") Under
the new method, the net acanal gains or losses in excess of the corndor will be recogmzed immediately in operating results during the fourth quarter of each
fiscal year {or upon any re-measurement date) Net periodic benefit costs recorded on a quarterly basis would continue to primanly be comprised of service
and interest cost, amortization of unrecognized prior service cost and the expected retum on plan assets

77




Tablc of Contents

The components of net pertodic benefit cost reported in the consolidated statements of operations are as follows (in millions)

Year knded March 31, 2012 Year Ended March 31, 2011 Year Ended March 31,2010
fPensiown Bet!eﬁls ) } i . o . o J‘
Service cost $ 19 $ 20 $ 29
Interest cost 336 ) 333 348
Expected return on plan assets (3310 (363 (31 3)
Amortization of prior service credits '0 3 03 ) ’ 03 j
Recogmtion of actuanal losses (gans) 75 (02) 03
Net periodic benefit cost (income) $ 102 $ (0% $ 70 i
Other Postretirement Benefits
Service cost 3 01 $ [ s i 01
Interest cost 18 20 21
Amortization of-'pnnr service cost 20 20 - i ’ _ Q2w !
Recognition of actuarial losses 16 27 74
Net periodic benefit cost 3 15 $ 28 $ 76

The Company made contnbutions to its U S qualified pension plan trusts of 38 4 mullion, $11 7 million, and $4 0 mullton during the years ended
March 31 2012, 2011 and 2010, respectively
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The status of the plans are summanzed as follows (1n millions)

Pension Benefits

Other Postretirement Benefits

Year Ended March 31, 2012

Year Ended March 3t, 2011

Year Ended March 31,2012

Year Ended March 31, 2011

T

Benefit obligation at beginning of penod $ (601 4) $ (3877) $ (36 4) 3 (34 1) R
Service cost a9 3)] o1 on
Interest cost 33 6) (333 {18) 20
Actuanal losses (76 1) %7 1o (36)
Plan:'zmend;nents ’ ’ — — — 02) )
Benefits pard 378 360 33 - ) 48 o
:Plf;]‘l participant contﬂbut;ons o i _- (70 4) o T (6 3) T ) (_I 0) S T (1-2) N
A;qms;mns ST (6_6) [{R] — —
Translation adjustment 32 7 34 7 — - ’
Benefit obligation at end of penod b3 (679 0) ) (601 4) $ (370} $ (364)

’Plan aasei; atA{he_ beginning of t.he period $ 5231 $ 478 2 $ —_— $ — j
Aclt;al return on p—lan asqe;s B ) 508 7 ) 635 - ) ’ -7
‘Contributions 17 o 158 33 Tas
Benefits pasd (378) (36 0) G 48)
ﬁcqu1§1t‘|ogs o o o o - 04 ) i - - N
Tmnsla}lon adjusiment (06 12 B — - o T
Plan assets at end of period $ 5492 $ 5231 $ — - A
Funded statilsmofplans $ (129 8) $ (783) $ (370) ) $ {36 4)

q‘iel onC lidated Bal §heet ts of '
_L(;ng——tem assets B 3 — $ 46 $ — 3 —
Current habilities o (o) @5 33 36
Long-term habulities (126 8) (80 9) (337) T @28
Total net funded status $ (129 8) $ (78 3) £ (370} $ (36 4) ,

As of March 31, 20£2 , the Company had pension plans with a combined prejected benefit ebligaton of $679 0 mullion compared to plan assets of

$549 2 million, resulting 1n an under-funded status of $129 8 million compared to an under-funded status of $78 3 million at March 31, 2011

The

Company's funded status has declined year-over-year primanly as a result of the decreased interest rates i fiscal 2012 Any further changes 1n the
assumptions underlymg the Company's pension values, ncluding those that anise as a result of dechnes 1n equity markets and changes in interest rates, coutd
result in increased pension cost which could negatively affect the Company's consolidated results of operations 1n future periods
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Amounts included 1n accumulated other comprehensive (income) loss, net of 1ax, at March 31, 2012 consist of the follow:ing (in millions)

Pension Paostretirement Total
Benefits Benefits
‘Unrecogmzed prior service cost (credit) T s as s @y sy
Unrecogmzed actua:nal loss 7 513 » Oé ) 522
Accumulated other comprehensive loss (income), gross i 532 (122) 410 B
Deferred income tax provision (benefit) ’ (190} ’ 43 (147
Accumulated other comprehensive loss (income), net 5 342 5 (79 5 263

The following table presents signmificant assumptions used to deterrine benefit obligations and net penodic benefil cost {income) i weighted-average
percenlages

Pension Benefits Other Postretirement Benefits
March 31, 2012 March 31, 2011 March 31, 2010 March 31, 2012 March 31, 201t March 31, 2010

Benefit Obligations i ] .

Discount rate 483% T 575% 593% 4.40% 540% 6 00%

Rate of compensation increase T 340% 340% 340% we o " wa o wa
Net Periodic Benefil Cost :

Discount rate 575% 593% 690% 540% 6 00% 700%

Rate of compensation increase 3 40% 3 40% 341% n/a nla_ V n'a

E;(pecled return on plan assets 6 58% 794% 7 96% n/a n/a . Wa

[n evaluating the expected return on plan assets conswderation was given to histonical long-term rates of return on plan assets and mput from the
Company s pension {und consultant on asset class return expectations, long-term inflation and current market conditions

The following table presents the Company s target investment allocations for the year ended March 31, 2012 and actual investment allocations at
March 31,2012 and 2011

Plan Assets
012 201§
lavestment Policy {1} Target Allocation (2} Actual Allocation Actual Allocation
Equity scountics 20-30% 30% 29% 67%
Debt sccunties (includimg cash and cash cquivalonts) 55 - 80% 0% 68% 0%
Other 0-10% —% 3% 3%
(1) The investment policy atlocation represents the gmdehnes of the Company's principal U S penston plans based on the changes in the plans funded
status

(2) The target allocations represent the wesghted average target allocations for the Company s pnncipal U § pension plans
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The Company's defined benefit pension investment strategy 1s evelving from an objective of maximizing asset returns toward a dynamuc hability
dniven investment (“LDI™) strategy as the funded status improves The objective 1s to more closely align the pension plan assets with its habilities 1n terms of
how both respond to interest rate changes Beginning in fiscal 2012, the plan assets are allocated into two investment categones (1) LD, comprised of high
quality, investment grade fixed income securities and (1) return seeking, comprised of traditional securities and altemative asset classes All assets are
managed externally according to guidelines established mdividually with investment managers and the Company's investment consultant The Company
pertodically undertakes asset and hability modeling studies to determme the appropnateness of the investments The Company intends to continuously reduce
the assets allocated to the retumn secking category, thereby increasing the assets allocated to the LDI category based on the overall improvement in the plan
funded status No equity secuntics of the Company are held in the portfolio

The fair values of the Company’s pension plan assets for both the U § and non-U § plans al March 3t, 2012 and 2011, by asset category were as
follows (in mtllions} For information on the fair value hierarchy and the inputs used to measure fawr value see Note 12 Fair Value Measurements

As of Mareh 31, 2012

Quoted Prices in Signifteant Other Sigmificant Total
Active Market Observable inputs Unobservible
{Level 1) (Level I} Inputs (L evel 3}

Cash and cash equivalents $ B 20 5 58 $ — 78
Mutual and commngled funds (1) — 477 8 -_— 4778
Alternative investments (2) - — 548 548
[nsurance contracts —_ — B8 88
Total $ 20 5 483 6 5 636 3 5492

As of March 31, 2811

Quoted Prices in Stguficant Gther Sagaficant Tetal
Actine Market Obsenvable Inpuats Unobservable
{Level 1) (Level 2) Inputs (Level 3)
Cash and cash equivalents s 48 5 58 s — s 106
Mutual and commingled funds ¢1) — 4600 - 4600
Alternative investments (2) ) -_ — o 443 i 443
Insurance contracts — —_ 82 82
Total s 48 $ 465 8 $ 525 s s
(1) The Company’s mutual and commingled finds pnmanly include investments in common stock, U S govemnment securittes and corporate bonds

The commsngled funds also 1nclude an insigruficant portion of investments 1n asset-backed securiies or partnerships Mutual and commngled
funds are valued using quoted market prices of the underlying investments

2) The Company’s alternative investments include venture caputal and partnershup investments  Alternative investments are valued using the net assets
value, which refiects the plan s share of the fair value of the investments
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The table below sets forth a summary of changes in the fair value of the Level 3 investments for the years ended March 31, 2012 and 2011 (1n
millions)

As of March 31, 2012

Alteroative Insurance Total
Investments Contracts
Beginning balance March 31, 2010 o s 456 $ 60 $ 516
Actual return on assets
Related to assets held at reporting date R o i3 ) 22 35
Related to assets sold dunng the penod i 01 7 - 01
Purchases, sales, 1ssuances and settlements ) _ o (5 7)" A o I - 7(2“7.)(
Transfers 1n and/or out of Level 3 ) - — ) — R
Ending balance, March, 31,2011 ) - ) 443 i 82 525 ;
Actual return on assets 7
Related to assets held at reporting date 7 68 06 74 |
Related to assets sold dunng the period 01 — 0"1
Purchases, sales 1ssuances and setilements . - i ’ 36 o — 3_6
Transfers in and/or out of Level 3 — — _
Ending balance, March 31,2012 ) $ 548 S 88 $ 636

Dunng fiscal 2013, the Company expects to contnibute approximately S11 9 million to its defined benefit plans and $3 3 millien to its other
postretirement benefit ptans

Expected benefit payments to be paid in each of the next five fiscal years and 1n the aggregate for the five fiscal years thersafter are as follows (1n
millions)

Year Ending March 31 Pension Other
Benefits Postrenrement

Benefits
2013 $ 381 $ 33
2014 386 _ 34
2015 395 34 -
2016 401 35
2017 4i1 34
2018-2022 2150 147

Pension Plans That Are Not Fully Funded

At March 31,2012, the projected benefit obhigation accumulated benefit obligation and fair value of plan assets for the pension plans with
accumulated benefit obligations i excess of the fair value of plan assets were $678 9 mullion $667 4 mullion and $549 2 muthon, respectively

AtMarch 31,2011 the projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the pension plans with
accumulated benefit obligations m excess of the fair value of plan assets were $202 2 amllion $198 3 million and $119 3 mullion respectively

Other Postretirement Benefits

The other postretrement benefit obligation was determined using an assumed health care cost trend rate of 8 0% 1n fiscal 2012 grading down to 5% in
fiscal 2018 and thereafier The discount rate, compensation rate sncrease and health care cost trend rate assumptions are determined as of the measurement
date
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Assumed health care cost trend rates have a significant effect on amounts reported for the retiree medical plans A one-percentage point change in
assumed health care cost trend rates would have the following effect (in millions)

One Percentage Point Increase One Percentage Point Decrease
Year Ended March 31, Year Ended March 31,
2012 2011 1010 012 2011 010
Increase (decrease) in total of service and 1nterest cost components $ o1 $ 02 $§ 02 s (01) § (@n § (On
Increase (decrease) in postretirement benefit obligation 27 26 24 24) (23) 2hH

Multi-Empleyer and Government-sponsored Plans

The Company participates 1n certain multi-employer and government-sponsored plans for ehigible employees Expense related to these plans was $0 3
million, 30 2 milhion, and $0 3 milhon for the years ended March 31, 2012, 2011 and 2010, respectively

Defined Contribution Savings Plans

The Company sponsors certan defined-contnbution savings plans for eligible employees Expense related to these plans was $11 0 million 36 1
millton, and $3 4 mullion for the years ended March 31, 2012, 2011 and 2010, respectively

16 Income Taxes

The provision for tncome taxes consists of amounts for taxes currently payable, amounts for tax items deferred to future periods, as well as
adjustments relatng to the Company's determination of uncertain tax positions, including nterest and penalties The Company recogmzes deferred tax assets
and habiliies based on the future tax consequences attnibutable to tax net operating loss carryforwards, tax crednt cammyforwards and differences between the
tinancial statement carrying amounts and the tax bases of applicable assets and habiliies Deferred tax assets are regularly reviewed for recoverabilty and
valuation allowances are established based on histoncal losses, projected future taxable income and the expected uming of the reversals of existing temporary
dilferences As a result of this review, the Company has established a valuation allowance against substantally ali deferred tax assets relating to foreign and
state net operating loss carryforwards, and a partial valuation allowance agamst foreign tax credu carryforwards

Income Tax Provision (Benefit)

The components of the provision (benefit) for income taxes are as follows {in millions)

Year ended March 31,

1012 2011 010

Current B ) . R o L '
’ United States $ 11 $ 03 3 05

Non-United States ’ 175 1nmz 83 .

State and local 16 05 50
Total current ) . 202 ) 120 138
Deferred

United States wn (19 1) 294

Non-United States shH Q1) 78

State and local 29 (0 9) 49)
Total deferred (B7) (22 1) 67
Provision (benefit) for income taxes $ 1135 $ (101 $ 305
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The provision {benefit) for income taxes differs from the Umited States statutory income tax rate due 1o the following items (in mitlhions)

Provision (benefit) for income taxes at U S federal statutory income tax rate

State and local mcome taxes, net of federal benefit
Net effects of foreign related operations

Net effect to deferred taxes for changes 1n tax rates
Unrecogmized tax benefits, net of federal benefit
Change 1n net valuation allowance

Capttahized transaction costs

Other

Provision (benefit) (ur ncome taxes

The provision (benefit) for income taxes was calculated based upon the following components of income (loss) before income taxes {in mithons)

United States
Non-United States

Income (loss) before mcome taxes

Deferred Income Tax Assets and Liahilities

Year ended March 31,

012 1 2010
ST T T s as s s s ats
09 37 Y
N Y X ©8)’
(12) 04 (©6)
04 (15) (136)
©9) 76 (24)
- T R - T
06 0l 08
S 15 § (101 $ 305.

Year ended March 31,

Deferred income taxes consist of the tax effects of the following temporary differences (an nmuilions)

Deferred tax assels

Compensation and retirement benefits

US federal and state 1ax operating loss carryforwards

Foreign tax credit carryforwards
Foreign net operating loss carryforwards
Other

Total deferred tax assets before valuation allowance

Valuanon allowance
Total deferred Lax assets
Deferred tax habihties
Property, plant and equipment
invertones
Intangible assets and goodwill
Cancellation of indebtedness
Total deferred tax liabilities
Net deferred tax habiliies

012 2811 010
3 213§ ©10) $ 130 1
01 296 (115)
$ 414 s ©14 s 118 6

March 31, 2012 March 31, 2011

$ 824 $ 642

723 887

549 588

260 404

[ 144

246 7 2665

(90 3) (1112)

156 4 1553

536 568

345 325

2432 2457

784 784

409 7 4134

$ 2533 s 258 |

These deferred tax assets and habilities are classified 1n the consolidated balance sheets based on the balance sheet ¢lassification of the related assets

and habilines
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Management has reviewed its deferred tax assets and has analyzed the uncertainty with respect to uliumately realizing the related tax benefits
assoctated with such assets Based upon this analysis, management has determined that a valuation allowance should be established for deferred tax assets
relaling 1o foreign and state net operating loss carryforwards, as well as, foreign tax credit cammyforwards Significant factors considered by management in
this determination included the histonical operating results of the Company (including the matenal rmpairment charges recorded for the year ended March 31,
2009) as well as anticipated reversals of future taxable temporary differences A valuation allowance was recorded at March 31, 2012 and 2011 for deferred
tax assets related to state net operating loss carryforwards, foreign net operating loss carryforwards and foreign tax credit carryforwards for which utilization
15 uncertain The sigmficant reduction in both the foreign net operating loss carryforwards and valuation allowance presented above was generally not due to
the utihzation of these particular carryforwards but rather as a result of the divestiture (discussed 1n Note 3 Acquisitions and Divesuture) rendenng the
possible unlization of certain related net operating loss carryforwards remote As such, the affected deferred tax asset has been wniten off against its related
valuation allewance The carryforward period for the forewgn tax credit ts ten years The carryforward penod for the U S federal net operating loss
carryforward 1s twenty years The carryforward penods for the state net operating losses range from five 1o twenty years Certain foreign net operating loss
carryforwards are subjuct to a five year expiration penod, and the carryforward period for the remaining foreign net operating losses 15 indefinute

No provision has been made for United States income taxes related to approximately $49 7 mullion of undistributed earmuings of foreign subsidianes
considered to be permanently reinvested It 15 not practicable to determine the income tax liability, 1if any, that would be payable if such earmngs were not
permanently remvesied

Net cash pard for ncome taxes to governmental tax authonucs for the years ended March 31 2012, 2011 and 2010 was $17 5 mullion $15 3 million
and 514 1 million, respectively

Liabtlhy for Unrecognized Tux Benefits

The Company's total lrability for unrecognized tax benefits as of March 31, 2012 and March 31, 2011 was $34 1 mullion and $26 0 mullion,
respectively

The following 1able represents a reconcihiation of the beginning and ending amount of the gross unrecogmized tax benefits, excluding tnterest and
penalties, for the fiscal years ended March 31, 2012 and March 31, 2011 (in nuilions)

Year Ended March 31,

012 2011

Balance at begainning of penod $ 236 3 257
Additions based on tax positions related to the current year o ) 91 02
Additions for tax positions of prior years ) ) - —
Reductions for tax positions of prior years ) - o (L))
Settlements ﬁ (0ﬂ3) —
Reducnions due to lapse of apphcable statute of imutations ‘ o (13) 09
Cumulative translation adjustment 02) 0l
Balance at end of period ) 5 309 $ 236

The Company recognizes accrued interest and penalties related to unrecogmized tax benefits in income tax expense As of March 31, 2012 and
March 31, 2011, the total amount of unrecogmzed tax benefits includes $10 0 milhon and $8 8 mallion of gross accrued interest and penalues, respectively
The amount of interest and penalties recorded as income tax expensc (benefil) dunng the fiscal years ended March 31,2012 2011, and 2010 was 30 8 mallion,
$1 | nullion, and $(4 5) milhon respectively

During the thard quarter of fiscal 2010, the Company completed an examination of 1ts United States federal mmcome tax returns by the Internal Revenue
Service ( ‘IRS™) for the tax penods ended March 31, 2006 and July 21, 2006 The conclusion of the exarmnation resulted 1n no cash tax impact to the
Company, however, there was a relatively small downward adjustment to the Company's federal net operating loss ("NOL™) incurred for the tax period ended
July 21, 2006 [n addition, the Company signed up for a new Brazilian tax settlemem program during the same penod of fiscal 2010 with respect to certain
outstanding 1ax liabilities relating o 1ts Brazihan operations In exchange for immediate payment of existing, histonical 1ax liabilities, the settlement program
provided for subslantial discounts 1n related interest penalties and other fees that were previously accrued to the Company For the fiscal year ended
March 31, 2010, the Company paid approximately 32 § millien to exunguish the historical Brazihan tax liability
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The Company or one or more of 1ts subsidiaries conducts business i multiple locations within and outside U S Consequently, the Company 1s subject
to penodic income tax examtnations by domestic and foreign income tax authonnies Currently, the Company 1s undergoing routine penodic income tax
examinations 1n both domestic and foreign junsdictions In addition, a number of the Company's German subsidianes (including VAG) are currently under
examination for thewr German corporate income and trade tax retums covening multiple penods It appears reasonably possible that the amounts of
unrecognized income tax benefits could change 1n the next twelve months as a result of such examinations, however, any potential payments of income tax,
interest and penalties are not expected to be significant to the Company’s consohdated financial statements With certain exceptions, the Company 1s no longer
subject to U S federal income tax examinations for tax years ending prior to March 31, 2009, state and local income tax exammations for years ending pnor
to fiscal 2008 or significant foreign income tax examunations for years ending pror to fiscal 2007 With respect to the Company's U § federal NOL
carryforward, the short 1ax pertod ended March 31 2007 and the tax year ended March 31, 2008 remamn open under statutes of hmutations, whereby, the IRS
may not adjust the income tax liabality for this tax penod but may reduce the NOL camryforward and any other tax attribute carryforwards to future, open tax
years

17 Related Party Transactions
Management Services Fee

The Company had a management services agreement with an affihate of Apollo for advisory and consulting services related to corporate management
finance product strategy, investment, acquisitions and other matters relating to our business Under the terms of the agreement, which became effective
July 22, 2006 (and was amended and restated on February 7, 2007), the Company incurred $3 0 muilion of costs tn each of the years ended March 31, 2012,
2011, and 2010, plus cut-of-pocket expenses 1n each period Upon the consummation of the Company's IPQ, subsequent to year end, the Company and Apollo
and 1ts affiliates have terminated the management consulting agreement, and 1n connection with the termination Apollo or it affiliates have recerved $15 0
mulhon from the Company Such payment was negotiated as a reduced amount m heu of the one-time termination fee of $20 1 milhon that Apollo otherwise
would be entutled to recerve under the management consulting agreement, corresponding to the present value of the aggregate annual fees that would have
been payable duning the remainder of the term of the agreement (assurmung a twelve-year term from the date of the amended agreement) The amount was
calculated using a discount rate having a final matunty date that 1s closest to the twelfth anniversary of the date of the amended agreement

Consulting Services

The Company has had a management consulting agreement (the ‘Cypress Agreement” ) with Mr George Sherman, the Chairman of the Board, and two
entities controlled by Mr Sherman, Cypress Group, LLC and Cypress Industrial Holdings, LLC (collectively, ‘Cypress”), since 2006 which was amended
and restated in 2007 The Cypress Agreement provides that Mr Sherman has a nghl to serve as our Non-Executive Chairman of the Board The Cypress
Agreement also eltrinated the annual consultung fees payable to Mr Sherman and/or Cypress, but mamtained provistons for the reimbursement of certain
out-of-pocket expenses incurred 1n connection wath performing the agreement During fiscal 2012, 2011 and 2010, Mr Sherman did not receive consulting
fees under the Cypress Agreement, he did however receive fees in fiscal 2012, 201 |, and 2010 for serving on Rexnord's board of directors, including
$250,000 annually for serving as Chairman of the Board

During the years ended March 31, 2012 201t and 2010, the Company paid fees of approximately 30 2 milhon $04 million 30 7 mulhion, respectively,
for consulting services prowided by Next Level Partners, L L C { NLP”) an entity that 1s controlled by certatn of our munority stockholders NLP provided
consulting services to us related primanly to lean manufacturing processes, consolidation and integration of operations, sirategic planning and recnntment of
managers and executives

Stockholders' Agreements

In connection with the consummation of the Apello transaction the Company entered into {wo separate stockholders' agreements one with Rexnord
Acquisition Holdings 1, LLC Rexnord Acquisttion Holdings 11, LLC (together with Rexatord Acquisiion Holdings 1, LLC, the Apollo Holders™) and certain
other of our stockholders, and (he other with the Apoilo Holders George M Sherman and Cypress (collectively, the “Stockholders’ Agreements’) Pursuant lo
the Stockholders' Agreements, (1} so long as the Apolio Holders owned any shares of Company common stock, it had the right to norminate a majonty of our
directors and (2) Mr Sherman had the night to serve as a director uniil he resigned as a director or ceased to serv ¢ under the consulting agreement with
Cypress All terms of the Stockholders' Agreements (including the board nomination nghts), have terminated upon the consummation of the Company's IPO
on Apnl 3, 2012 with the exception of the registration nghts provisions descnbed below
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Under the terms of the Stockholders’ Agreements, the Company has agreed to register shares of our common stock owned by affiliates of the Apollo
Holders under the following circumstances

Demand Registration Rights At any time upon the wnitten request from the Apollo Holders, the Company will use its best efforts to register as soan as possible, but

n any event within 90 days, the Company’s restncted shares specified 1n such request for resale under the Securnities Act, subject to customary cutbacks The
Apollo Holders have the nght 10 make two such written requests m any 12-month penod The Company may defer a demand registration by up to 90 days (f
our board of directors determines 1t would be matenally adverse to 1t to file a registration statement

Piggyback Rights [f at any time the Company proposes 1o register restnicted shares under the Securities Act (other than on Form S-4 or Form §-8),
prompt wniten notice of its infention shall be given to each stockholder If within 15 days of delivery of such notice stockholders elect to include in such
registration statement any restricted shares such person holds, the Company will use 1ts best efforts to register all such restricted shares The Company will
also include atl such restricted shares in any demand registration or registration on Form 8-3, subject to customary cutbacks

Registrations on Form S-3 The Apollo Holders may request in wnung an unlimited number of demand registrations on Form S-3 of its restricted
shares At any time upon the wnitten request from the Apollo Holders, prompt wnitten notice of the proposed registration shall be given to each stockholder
Within 15 days of delivery of such notice, the stockholders may clect to include m such registration statement any restricted shares such person holds, subject
to customary cutbacks

Holdback In consideration of the foregoing registration nights, each stockholder has agreed not to transfer any restncted shares without the
Company's prior written consent for a period not to begin more than [0 days pnor to (he effectiveness of the registration statement pursuant to which any
public offering shall be made and not to exceed 180 days following the consummation of this offerning (or 90 days in the case of other public offerings)

Nomtnating Agreement

On April 3, 2012 the Company entered into an agreement with Apollo pursuant to which Apollo has the nght, at any time untl Apollo no longer
beneficially owns at least 50 1% of Rexnord's outstanding commaon stock, to require Rexnord Lo increase the size of its board of directors by such number that,
when added to the number of directors designated by Apollo, would constitute a majority of Rexnord's board of directors, and 1o fill those vacancies with
directors nominated by Apollo Untif such ume as Apollo no longer beneficially owns at ieast 50 |% of the Company's outstanding common stock, Apollo has
the nght to nonmimate four designees to the board of directors Afier Apollo no longer beneficially owns at least 50 1% of the Company's outstanding commaon
stock but untif such time as Apollo no longer beneficiatly owns at least 331/3% of Rexnord's outstanding common stock, Apollo will have the nght to
nominate three designees to the Company's board ot directors In addition, under the Company's bylaws, until such ume as Apollo no longer beneficially owns
at least 33' /3% of the Company’s outstanding common stock, certan important matters require the approval of a mayonty of the directors nomunated by
Apollo voting on such matters

Debt Transactions and Purchaves of Debt Securittes

From time to ime, Apollo and the Company's directors and exccutive officers have purchased debt secunities from, or financed borrowings involving,
the Company, or otherwsse purchased the Company's debt secuntics The following paragraphs describe any such transactions that occurred during the current
fiscal year and the last three completed fiscal years

Duning fiscal 2012, Mr Sherman the Company's Chairman and a director purchased approxtmately 30 1 mullion of the Company's senior notes due
2018

Dunng fiscal 2010, Mr Sherman purchased approximately $2 1 mallion (approximately $2 5 million face value or 0 8% of the total commitment) of
the Company's senior subordinated notes due 2016

During fiscal 2010, Mr Adams, a director and the Company's President and Chief Executive Officer, purchased approximately 80 | milkion
(approximalely $0 1 mullion face value or 0 1% of the total commitment) of the Company's senior subordinated notes due 2016

Dunng fiscal 2010 Mr Jeyarajah, while he was an employee of Cypress and a director purchased approximately $0 2 million (approximately $0 3
mllion face value or 0 1% of the total commument) of the Company®s senior subordinated notes due 2016 In Apnl 2010, Mr Jeyarajah became the
Company's Executive Vice President-Corporate & Business Development and ceased his employment wath Cypress
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Apollo previously owned the Company's senior subordinated notes due 2016 from February 2008 to August 2009 The largest aggregate principal
amount of such notes held by Apollo during that penod was 310 0 million During the period of ownership, the Company paid Apollo §1 6 million 1n interest
under the semor subordinated notes due 2016 Duning fiscal 2010, Apollo sold all of the semor subordinated notes due 2016 held by 1t 10 a third pary

Apollo previously owned the Company’s PIK toggle sentor indebtedness from February 2008 to October 2009 The largest aggregate prnincipal amount
of such indebtedness held by Apollo during that pertod was 343 8 mulhon Duning the period of ownership, the Company paid Apollo $43 8 million and made
no cash payments of interest under the Company PIK toggle sentot indebtedness, however, Apollo did recerve $3 3 mullion of in-kind interest on such
indebtedness in fiscal 2010, which was pmid 1n accordance with terms of the credit agreement and the indenture for the PIK toggle senor indebledness by
1ssuing additional PIK toggie semor indebtedness on the interest payment dates at the rates set forth 1n the respective goverming document During fiscal 2010
the Company purchased all $43 8 million of outstanding face value of PIK toggle senior indebtedness owned by Apotlo for $28 0 mulhen 1 cash 1n an open
market purchase (the purchase price of the notes was based on indicative market values for ssmilar 1ssuers)

il

As of March 31, 2012 Apollo did not own any of the Company's outstanding 1ndebtedness
Other

The Company's engineering and sourcing center n Zhuhai, China has an agreement with Bath Acquisition Corp (“Bath’ ) (the former bath segment of
Jacuzzi Brands, Inc , which was subsequently purchased by an Apollo affiliate) to perform certain sourcing engineering and product development services
that are. retmbursed based on the actual costs we incur We carned 30 | mullion, 30 1 mulhon and $0 2 rmllion during fiscal 2012, 2011 and 2010, respectively,
for services rendered under thts agreement At March 31, 2012, the Company had an outstanding receivable from Bath in the amount of $0 1 mullion

18 Commtments and Contingencies

The Company's subsidianes are involved n various unresolved legal actions, administeative proceedings and claims in the ordinary course of business
mvolving, among other things, product lrability commercial employment, workers’ compensation, mtellectual property claims and environmental matters
The Company establishes reserves 1n a manner that 15 consistent with accounting principles generally accepted in the Unsted States for costs associated with
such matters when Liabihty 1s probable and those costs are capable of being reasonably estimated Although 1t 1s 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 fegal actions, either individually or n the aggregate, witl not have a matenal adverse effect on the financial position, tesults of
operations ot 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
labilittes, including certain pre-closing environmental habiliies The Company believes that, pursuant to such indemnety obligations, Invensys s obligated to
defend and indemnify the Company with respect to the matters descnbed below relating to the Ellsworth Industrial Park Sitc and to vanious asbestos claims
The indemnity netice period for certain pre-closing environmental habilities, other than those set forth below relating to the Ellsworth Industrnial Park Site,
expired i November 2009, and the indemnity notice penod for certain pre-closing environmental habthues relating to the Elisworth Industnal Park Site
expires 1n November 2012 The mndemmity ebligations relating to the matters described below are subject together with indemmity obligations relating to other
matters, to an overall dollar cap equal to the purchase price, which 1s an amount 1n excess of $900 million The followwng paragraphs summarize the most
sigmificant actions and proceedings

. In 2002, Rexnord Industnes, LLC (“Rexnord Industnes™) was named as a potentially responsible party (“PRP™}, together with at least ten other
companigs, at the Ellsworth Industrial Park Site, Downers Grove, DuPage County, Illinois (the * Site™) by the Unuted States Environmental
Protection Agency (“USEPA™), and the lllincis Environmental Protection Agency ( IEPA™) Rexnord Industnies’ Downers Grove property 1s
sttuated within the Ellsworth Industnal Complex The USEPA and IEPA allege there have been one or more releases or threatened releases of
chloninated solvents and other hazardous substances, pollutants or contaminants, allegedly including but not hmited to a release or threatened
release on or from the Company's property, at the Site The rehief sought by the USEPA and IEPA includes further investigation and potential
remediation of the Site and reimbursement of USEPA's past costs Rexnord Industries’ allocated share of past and future costs related to the
Site, including for imvestigation and/or remediation, could be significant All previously pending property damage and personal injury lawswuits
against the Company related to the Site have been settled or dismissed Pursuant to its indemmty obligation, Invensys continues to defend the
Company 1n matters related to the Site and has paid 100% of the costs to date

. Multiple lawsunts (with approximately [,000 claimants} are pending 1n state or federal coun in numerous junsdictions relating to alleged
personal injurtes due to the alleged presence of asbestos 10 certain brakes and

88




Table of Contents

clutches previously manufactured by the Company's Stearns division and/or 1ts predecessor owners Invensys and FMC, prior owners of the Steams business,
have pard 100% of the costs to date related to the Stearns lawswits Similarly, the Company's Prager subsidiary 1s a defendant e two pending mulu-defendant
lawsuits relating to alleged personal injunes due to the alleged presence of asbestos in a product allegedly manufactured by Prager Additionally, there are
approximately 4,000 individuals who have filed asbestos related claims against Prager, however, these claims are currently on the Texas Multi-district
Litigation mactive docket The ulmate outcome of these asbestos matters cannot presently be determined To date, the Company’s tnsurance providers have
paid 100% of the costs related to the Prager asbestos maiters The Company believes that the combimnation of its nsurance coverage and the Invensys
indemnmty oblhigations will cover any future costs of these matters

In connection with the Falk Corporatton (“Falk™) acquisition, Hamilton Sundstrand has provided the Company with indemnification against certain
conungent habilittes, including coverage for certain pre-closing environmental labilities and certain products-related asbestos exposure habshities The
Company believes that pursuant to such indemnity obligations, Hamlton Sundstrand 1s obligated to defend and indemnify the Company with respect to the
asbestos claims desenbed below, and that, with respect to these claims, such indemmity obligations are not subject to any tume or dollar iimtations Certain
pre-closing environmental matters are subject to an indemmity notice period that expires in May 2012

The following paragraph summanzes the most ssgmficant actions and proceedings for which Hamulton Sundstrand has accepted responsibility

- Falk, through 1ts successor entity, ts a defendant 1n approximately 200 lawsutts pending n state or federal court 1n numerous junsdictions
relating to alleged personal injuries due to the alleged presence of asbestos 1n certamn clutches and dnives previously manufactured by Falk
There are approximately 500 claimants in these suits The ultrmate outcome of these lawsuuts cannot presently be determined Hamulton
Sundstrand 1s defending the Company m these lawsuits pursuani to its ndemmity obhigations and has pard 100% of the costs to date

Certain Water Management subsidianies are also subject 1o asbestos and class action related htigation As of March 31, 212, Zum and an average of
approximately 80 other unrelated companies were defendants 1n approximatety 7,000 asbestos related tawsuits representing approximately 27,000 claims
Plaintiffs’' claims allege personal injunes caused by exposure to asbestos used pnmanly o indusinal boilers formerly manufactured by a segment of Zum
Zurn did not manufacture ashestos or asbestos components Instead, Zumn purchased them from supphers These claims are bemng handled pursuant to a
defense strategy funded by insurers As of March 31, 2012, the Company estimates the potential hability for asbestos-related clarms pending aganst Zurn as
well as the claims expected to be filed mn the next ten years to be approximately $42 0 million of which Zurn expects to pay approximately $33 0 mallion 1n
the next ten years on such claims with the balance of the estimated hiabihity being paid mn subsequent years However, there are inherent uncertainties
nvolved m estimaung the number of future asbestos claims, future settlement costs, and the effectiveness of defense strategies and settlement nihatives

As a result, Zurn's actual liability could differ from the estimate desenbed heremn Further, while this cutrent asbestos hability 1s based on an estimate
of ¢claims through the next ten years, such hability may continue beyond that time frame, and such habality could be substantial

Management estimates that its avarlable insurance to cover 1ts potential asbestos liability as of March 31, 2012, s approximately $257 3 mullion, and
believes that all current claims are covered by this msurance However, principally as a result of the past insolvency of certain of the Company’s insurance
carriers, certain coverage gaps will exaist if and after the Company's other carriers have paid the first $181 3 rullion of aggregate habilities In order for the
next 351 0 milhon of insurance coverage from solvent carners to apply, management estimates that it would need to sansfy $14 0 million of asbestos claims
Layered within the final $25 0 million of the total $257 3 muillion of coverage, management esimates that it would need to satisfy an additional $80 0 mallion
of asbestos ckmms 11 required to pay any such amounts, the Company could pursue recovery agamst the msolvent cartiers, but it 15 not currently possible 1o
determine the likelithood or amount of such recovenes, 1f any

As of March 31, 2012, the Company recorded a receivable from its msurance camers of $42 0 million, which corresponds to the amount of its
potential asbestos liability that 1s covered by available insurance and 1s currently determuned to be probabie of recovery However, there 15 no assurance that
$257 3 mullion of insurance coverage will ulumately be available or that Zurn's asbestos habilities will not ulumately exceed $257 3 mullion Factors that
could cause a decrease 1 the amount of available coverage include changes in Jaw goverming the policies, potential disputes with the carmers regarding the
scope of coverage, and insolvencies of one or more of the Company's carriers
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The Company's substdianies, Zum PEX, Inc and Zum [ndustnies, LLC (formerly known as Zum Industnes, Inc ), have been named as defendants 1n
fifteen lawsuits, brought between July 2007 and July 2011 1n vanious Umted States courts (MN, ND, CO NC, MT, AL VA, LA NM, Ml and HI) The
plaintiffs 1n these suils represent (in the case of the proceedings in Minnesota), or seek to represent, a class of plaintiffs alleging damages due to the alleged
failure or anticipated farlure of the Zum brass cnmp fittings on the PEX plumbing systems i homes and other structures The complarnts assert various
causes of action, imcluding but not limited 10 neghgence, 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 punttive damages) All but the Hawan suits, which remain in Hawain state
court, have been transferred to a multi-distnet litigation docket in the District of Minnesota for coordinated pretnal proceedings The court 1n the Minnesota
proceedings certified certain classes of plaint:ffs in Minnesota for neglhigence and neghigent failure to wam claims and for breach of warranty claims On
July 6, 201 1, the U S Court of Appeals for the 8th Crrcunt affirmed the class certificatron order of the Minnesota court Class certification has not been
granted n the other state court actions The Company's insurance carners currently are funding the Company's defense in these proceedings however, they
have filed suit for a declaratory judgment 1n Flonda state court challenging their coverage obligations with respect to certan classes of claims The Flonda
suit currently 15 stayed, pending resolution of the underlying claims  Although the Company continues to vigorously defend itself in the vanous court
proceedings and continues to vigorously pursue insurance coverage the uncertainties of lingation, and 1nstirance coverage and collection, as well as the actual
number or value of claims, may subject the Company 1o substantial hability that coultd have a matenal adverse effect on the Company
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19 Business Segment Information

The results of operations are reported in two business segments, conststing of the Process & Motion Control platform and the Water Management
platform The Process & Mouon Control platform designs, manufactures, markets and services specified, highly engtneered mechanical components used
within complex systems where our customers' reliability requirements and cost of failure or downtime 15 extremely high The Process & Motion Control
product portfolio includes gears couplings, industnal beanings, acrospace bearings and seals FlaiTop™ chain, enginecred chain and conveying equipment
This segment scrves a diverse group of end markets, including mining, gencral industnal applications, cement and aggregates, agneculture, forest and wood
products, petrochemical, energy, food & beverage, acrospace and wind energy The Water Management platform designs procures manufactures and markets
products that provide and enhance water quality, safety, flow control and conservation The Water Management product portfolio includes professional grade
specification drainage products, flush valves and faucet products, backflow prevention pressure release valves, PEX piping and engincered valves and gates
far the water and wastewater treatment market The financial information of the Company’s segments 1s regularly evaluated by the chief operating decision
makers m determining resource allocation and assessing performance and 15 pertodically reviewed by the Company's Board of Directors Management
evaluates the performance of each business segment based on 1ts operating results The same accounting policics are used throughout the organization (see
Note 2)
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Business Segment Information
(in Millions)

March 31, 2012 March 31, 2011 March 31, 2010
Net sales o N o )
 Process & Motion Control I S 2 $ LTSt § 10037
Water Management i 6335 ) 5245 506 3
Consohdated b 1,969 6 g 1,699 6 $ 15100
Income (loss) from operations
T Process & Motion Control o S - i30 37 T -S lSi 1 mS N _I 165
) Waler Management ’ ’ 513 69 4 76 1
Corporate o (98 T 314 G112
Consolidated ~ 2418 i 2191 B 1614
Non-operanng (expense) mncome
Interest expense, net T (176 2) (i308) (194 2)
) (Loss) gain on the extmnguishment of debt i aon o (100 8) 167 8
) Loss on divestiture T i 64) - — .
Other (cxpense) income net o 70D 11 (16 4}
Income (loss} before income taxes ’ 41 4 (61 4) 1186
Provision (benefit) for income taxes 115 i (100 —30 5_
Net income (loss) b 299 b (51 3) ) 881
Restructuring and other similar costs (included 1n Income (loss) from operanons)
’ Process & Motion Control s 54 $ — $ 63
Water Management 50 — 05
Corporate - R — —
Consolidated $ 114 3 — $ 68
Depreciation and Amortizanon
Process & Motion Control $ 80 6 5 794 S 830
Water Management 38 267 263
Consolidated g 114 4 $ 106 1 3 1093
Capital Expenditures
Process & Motion Control b 415 3 321 3 170
Water Management 170 55 50
Consolidated b 585 5 376 3 220
March 31, 2012 March 3t, 2011 March 31, 2010
Total Assets
Process & Mouon Control $ 22017 $ 23057 $ 21700
Water Management 1,044 2 7650 799 t
Corporate 350 290 47 4
Consolidated $ 32909 $ 3,009 7 $ 30165
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Net sales to third parties and long-hved assets by geographic region are as follows (in millions)

Net Sales 1 ong-lived Assets

Year knded March 31,2012 Year Fuded March 31, 2011 Year Ended March 31,2010 March 31, 2012 March 31, 2011 March 31, 2010

© United States  $ 13264 $ 12128 $ 11190 $ 2673 § 2747 S 2928 |
Europe 3392 2306 186 5 7 5735 528 556
Rest of World 3040 2562 204 5 94 4 309 278
$ 1,969 6 $ 1,699 6 $ 1,510 0 $ 4192 5 3584 5 3762

Net sales to third parties are attributed to the geographic regtons based on the country in which the shipment onginates Amounts attributed to the
geographic regions for long-lived assets are based on the location of the entuty that holds such assets In accordance with ASC 280-10 Segment Reporting
long-lived assets includes movable assets and excludes net intangible assets and goodwill

20 Guarantor Subsidiaries

The following schedules present condensed consohdating financial information of the Company as of March 31, 2012 and 2011 and for the years
ended March 31 2012 2011 and 2010 for (a) Rexnord Corporation, the parent company (the "Parent™) (b) RBS Global, Inc and its wholly-owned subsichary
Rexnord LLC which together are co-1ssucrs (the ‘Issuers™) of the outstanding senior notes, {c) on a combined basis the domestic subsidianes of the
Company, all of which are wholly-owned by the Issuers (collectively, the ‘Guarantor Subsidianes’ ) and guarantors of those notes, and (d) on a combned
basis, the foreign subsidianes of the Company (collectively the “Non-Guarantor Subsidianes™) Separate financial statements of the Guarantor Subsichanies
are not presented because their guarantees of the senior notes and semor subordinated notes are full, uncondiional and jount and severa), and the Company
believes separate financial statements and other disclosures regarding the Guarantor Subsidianes are not matenal to investors
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Condensed Consolidating Balance Sheet
March 31, 2012
(in mulhons)

Assets
Current assels
Cash and cash equivalents
Receivables net
Inventones, net
6ther current assets
Total current assets
Receivable from (payable to) affihates, net
Property, plant and equipment net
[ntangible assets, net
Goodwill
Envestment in
Issuer substdianies
Guarantor subsidianes
Non-guaranior subsidiaries
Insurance for asbestos claims
Other assets
Total assets
Liabihties and stockholders’ (deficit) equity
Current halitics
Current portion of long-term debt
Trade payables
Compensation and benefits

Current portion of pension and postreurement benefit obligations —

Interest payable
Other current Labibties
Total current habilities
Long-term debt
Note (recewvable from) payable to affiliates, net
Pension and Postretirement benefit obligations
Deferred mncome taxes
Reserve for asbestos clanms
Other Liabihites
Total Labilities
Total stockholders’ (deficit) equity
Non-controlling interest

Total Llabilities and stockholders’ (deficit) equty

Parent [ssuers Guarantor Non-Guarantor  Fiim C idated
Suobsidiaries Subsidiaries
$ 78 $ — § 1980 § 922 % — 8§ 2980
— - 198 4 143 6 - 3420
— — 2254 974 —  ams,
06 — 155 394 — 555
84 — 6373 3726 — 1,018 3
- 184 ©3n (247 — —
— —_ 266 8 1524 _ 4192
— — 568 | 790 — 647 1
— — 8288 2859 — L1147
7 (418) - — — ET S —
—  1,5478 - — (1.547 8) -
R — 7145 — (714 5) —
_ — 420 — - 420
— 256 200 40 — M6
$(334) $16918 $ 29838 $ 8692  $(2,2205) $ 3,2909
$ — 3 98 8§ — $ 05 $§ — $ 103
— — 1442 764 — 206
- — 432 189 — 621
- 36 27 - 63
— 499 - — — 499
29 82 695 375 — 1181
29 679 260 5 1360 - 4673
— 23828 239 67 — 24134
— (816 8) 908 6 (91 8) - —
— — 1140 465 - 160 5
436 855 776 399 — 2457
— — 420 — — 420
— 142 94 192 — 028
465 1,336 14360 1556 — 33717
(799) @18 15478 7145 (2220 %) 75 9
— — — 09) — ©9)
$(334) S1.6918 $ 29838 $ 8692  $(2,2205) § 32900
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Condensed Consolidating Balance Sheet
March 31, 2011
(in mtllions)

'Asscls
Current assets
Cash and cash equivalents
Recervables, net
Inventories, net
Other current assets
Total current assets
Receivable from (payable to) affihates, net
Property, plant and equipment, net
Intangible assets net
Goodwill
Investment in
Issuer subsidianes
Guarantor subsidianies
Non-guaranor subsidianies
Insurance for asbestos claims
[Pension assets
Other assets
Total assets
_Linbilmes and stockholders® (deficit) equity
Current habihinies
) Current portion of long-term debt
Trade payables
Compensation and benefits

Current portion of penston and postretirement benefit obligations -

Intercst payable
Other current habilities i
Total curremt habihties
Long-term debt
Note (recewvable from) payable to affihates net
Pension and Postretirement benefit obligations
Deferred income taxes
Reserve for asbestos claims
Other habilites
Total habilities
Total stockholders® (deficit) equity
Total habilities and stockholders (deficit) equity

Parent [ssuers Guarantor Non-Guaranter  Eliminations Conselidated
Subsidizries Subsidiaries
$07 § — § 3043 $ 80 — 5 3910
— — 179 2 909 - 270 |
- = 21 662 — 2838
— — 153 212 — 365
07 _ 716 4 2643 — 981 4
. 47 — (247 — —
== 2742 842 — 358 4
_ — 6157 290 — 644 7
- - 826 6 1896 — L0162
s — — - 518 =
— 16032 — — (1,603 2) -
I — 6442 I (6442) -
— — 650 — - 650
o = — 46 - - 46
18 77 08 09 — 2914
$541 $1,6556 % 3,475 § 5415  $(22990) S 30997
§932 8§ 20 § — s 90 S — 5 1042
— — 1254 563 = 1817
— - 510 169 — 679
- 39 22 — 61
05 500 13 — - 518
46 49 617 149 — 861
98 3 569 2433 993 — 497 8§
— 22069 05 25 — 22099
— (776 3) 10569 (280 6) — —
— — 715 417 - 132
440 94 910 235 — 2549
— - 650 — — 650
— 201 161 109 — 471
1423 1,6040 15443 (102 7) — 31879
(88 2) 516 1,603 2 644 2 (2299 0) (88 2)
$541 $16556 $ 31475 § 5415  §$(22990) S 30997
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Condensed Consolidating Statement of Operations
Year Ended March 31, 2012
(mn milhons)

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Restructunng and other simular charges )
Amortization of intangible assets
Income from operations
Non-operating income (expense)
Interest expense
To third parties
To affiliates
Loss on the extinguishment of debt
Loss on divestiture
Other (expense) mcome, net
(Loss) mcome before income taxes
(Benefit) provision for income taxes
(Loss) income before equity m earungs of subsidiaries
Equity in earmings of subsidiartes
Net meome

Parent Issuers Guarantor Non- Ehminations Consolidated
Subsidiaries Guarantor
Subsidiaries

$ — § — § 14259 § 6562 S§ (1125 $ 19696
— — 9319 4567 (112 %) 1,276 |

- A w95 = 6935

— — 2712 182 — 389 4
= — 47 67 - a.
— - 479 30 - 509

— _ 170 2 76 — 241 8
an  anzn @n (09) — (1762)
— 1165 (97 4) T a9n —~ —
O7  {100) — — - e
- — @6 ) = 64
(02) 28 213 (254) — an
(20) (684 914 204 = 414
(06 (239 235 125 — s
(14) (45 679 79 — 299
313 758 79 - (1150 —
$299 § 313 $ 758 § 79 8 (1500 § 299

96




Table of Contents

Condensed Consohdanng Statement of Operations
Year Ended March 31, 2011
(m millions)

Net sales
Cost of sales
Gross profit
Selling, general and admimstrative expenses
Amortization of intangible assets
[ncome from opcmlm;ls
Non-operating income (expense)

Interest expense

To third parties
A To affihates ‘
" Loss on the extingutshment of debt

Other (expense) imcome, net
(Lé»s) income before income taxes
(Benefit) provision for income taxes
{Loss) 1ncome before equity m eamungs of subsidianes
eq_u;y 1n (loss) earmings of submd:;nes ’

Net (loss) income

Parenit Issuers Guarantor Non- Eliminations Consolidated
Subsidisries Guarantor
Subsidraries
$ ~— § -~ $ 172919 § 4953 S (876) S 16996
— — B384 3520 (876) 1,102 8
— — 4535 1433 — 596 8
— — 2493 798 - 3291
T T a9 07 — T 486
— — 156 3 628 — 219 |
Ty ane @3 ©5) - (180 8)*
— 68 (1062) (106) — —
- ey — — — (1008)
— G 1) 257 @15 —
71 (1600) 755 302 — (614)
(32)  (560) 398 93 — (1o 1y
(39  (1040) 357 209 — (513)
(47 4) 566 209 — (30h —
$ (513) S (474) S 566 § 209 § (301) $ (513
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Condensed Consolidating Statement of Operations

Year Ended March 31, 2010
{in milhons)

Net sales
Cost of sales
Gross profit
Selling, general and admimistrative expenses
Restructuning and other similar costs
Amortization of intangible assets
Income from operations
Non-operating income (expense)
Interest expense
To third parties
To affiliates
Gain on the extingwshment of debt
Qther income (expense), net
Income (loss) before income taxes

Provision (benefit) for income taxes

Income (loss) before equity 1n eamungs of subsidianes

Equity n (loss} income of subsidianies

Net income (loss)

Parent Issuers Guarantor Non- Elimi C Irdated
Subsidiaries Guarantor
Subsiduaries
— $§ — 8§ 11735 § 3959 § (594) § 1,5100 |
— — 7683 2855 (59 4) 994 4
- - 4052 (104 — 5156
— — 2303 674 — 2977
- = 46 22— 68
_ _ 492 05 — 497
— — 12t 1 03 — 161 4
(105} (1818) 07 (12) - (1942}
- 159 {103 0) (129) — -
1678 . . — — 1678
— 38 16 8 G70) — (16 4)
157 3 (62 1) 342 (108) — 1186
565 (26 6) ©1) 07 — 305
100 8 (35 5) 343 arsy — 88 |
(27 228 (11 5 — 14 _
S81 S (127) $ 228 S (11S) S 14 s 881
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Condensed Consolidating Statement of Cash Flows
Year Ended March 31, 2012
(in millions)

Parent Issuers Guarantor Subsidianes Nen-Guarantor Subsidiaries Ehminations Consoltdated
Operntin_g acthvities )
Net income $299 §$313 3§ 758 79 $ (150 3 299
Non-cash adjustments (310) (664) 91 8 305 1150 1399
Changes m operating assets and habilities including {04) (354) (2221) 2274 — (30 5)
ntercompany activity
Cash provided by (used for) operating activities (15) (703%) (54 5) 2658 _ 1393
Investing activities ; i N ’ ‘
Expenditures for property plunt and cquipment — — 447 (13 8) I (5_8 5)
Acquisition net of cash — — (182) (238 6) — (256 8)
Lazn recetvable for financing under New Market Tax — — (179 —_ — (17 9)
Credit incentive program
Procceds from dispositions of propurty plant, and — —_ 56 — - N — 56
equipment
Proceuds from diveshiture net of transauhion costs — — - — 34 _ 34
Cash used for investmg activaties — —_ (752) (249 0) — (324 2)
Finagcing activities B i
Proceeds from borrowings of long-term deba - E’}:J' 2-7 — — - _937 2 '
Repayments of tong-term debt — _(76] 0) — (10} 7 - 7(76570)
Proceeds from borrowings of short-term debt T — 3] —_ 12 — 107
‘ch.xymcnls of short-tenm debt (93 9) 20) _ (9 5) — - ilOS 0) !
Proceceds from financing under New Market Tax — — 234 - —_ 234
Credit incenuive program
Payment of deferred financing fees — {132 — — — (13 2)_ 1
Duvedend payment to parcnl compdany 100 0 (100 0) _— _— ’ o — i —
Sale of common stock 21 21
Cash provided by (used for) financing activities 86 705 234 93 —_ 932
Effect of exchange rate changes on cash and cash — — — (1 3) _ {13}
equivalents
Increase (decrease) in cash und cash equivalents 71 — (106 3) 62 — 930
Cash and cash equivalents at beginning of pertod 07 — 3043 860 — ) 3910
Cash znd cash cquivalents at end of penod $ 78 § — 3§ 198 0 9212 3 — $ 2980
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Condensed Consohdating Statement of Cash Flows
Year Ended March 31, 2011

(m mtllions)
Parent lssuers Guarantor Noo- Elimi C lidated
Subsidiaries Guarantor
Subsidiaries

Operating acdvitres

Net income (loss} S(13% 8 @74 3 566 $ 209 F @0 5 313
Non-cash adjustments 508 267 864 91 301 2031 '
Changes in operating asscts and liabilines including intercompany activity o 0‘5 725 g ) (127 T 0 9)— - ; ) 127
Cash provided by operanng achivities — 51 1303 291 — 1645 |
Investing activities 7 - i i
Expendatures for prt;pc.rry plant and eguipment — — (30 1) (75) — {37 6)
Proceeds from sale of unconsolidated affilates — — 09 B _ — 09
Acquisition net of cash — — — 12 — 12
Cash used for investing actviticy —_ —_ (29 2) (63) — (355)
’anncing zetivities i .
\Pmcccds from borrowings of long-term debt — 1,145 0 7 — —_ — i,1450
Repayments of long-term debt - (1,070 1) — (10) — (10711}
Procecds from borrowings of short term debt - — 0 _l} 21 — 20
Repayments of short-term debt —_ —_ — 28) - — 2Z8 A
Payment of deferred financing fees h— (14 6) ’ — - — (14 6)
Payment of tender premium } - (63 5) — — - (635)
Excess lax benefil on exercase of stock opuum_ — 05 — — — 05
Purchase of commeon stuck o — — _— —_ 10 ‘
Net payments from issuance of common stock and stock option excreiscs (1 4) — — — — (1 4)
Dividend payment te parent company 24 (24) —_ —_ _ —
Cash uscd for financing activities — [CR}] 0on (rn — 69)
Effect of exchange rate changes on cash and cash equivalents — — — 50 — 50
Increase 10 cash and cash equivalents — — 1010 261 — 127 1
Cash und cash cqun.alents at beginming of penod 07 —_ 2033 599 — 2639
Cash and cash equivalents at end of period S 07 § — S5 3043 % 860 hy — S 3910
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Condensed Consolidating Statement of Cash Flews
Year Ended March 31, 2010
(in mithons}

Parent Issuers Guarantor Non- Eliminations Consolidated
Subsidiaries Guarantor
Subsidiartes

Operating activities
Net (loss) income $£81 Ss(127) § 228 I 1 ) . 14 5 881
Noncash adjustments 928 (298 1256 99 (1 4) 115
Changes 1n vperating assets and liabiliucs, meluding intercompany agtivity 32 162 1 (1309} 215 —_ 559
Cash (used for} provided by operating activities i (15) 1196 175 199 —_ 1555
Inv¢sting activities o
Expenditures for property, plant and cquipment —_ —— (172) [CX}] i — 220 -
Cash used for :n\;c;;mg activitics — — (17 2) (48) _ (220)
t m;m:mg activities ’ i T *
Proceeds from borrowings of long-term debt i - _ 05 — —- 035
Repayments of long-term debt ’ ’ - [84_7) (30) (14) — (161
Repayment of short-term debt ) T - (28) —_ ) (28)
Repurchase of PIK toggle seniot ndehicdness ) (36 5) —_ : - - - ; ) (36-§)'_,
Dividend payment to purcnt company 300 300 — -— — —
Payment of Fnsncing fovs (@ 9) - - - (49)
Purchase of common stock (04) — — — — 04
Payment to cunccl stock options ) {15) — —_ — o (15
Net preceeds from 1ssum;c of commen stock and stock option excreises 02 — i —_ I - — 02
Cash used for financing activitics (82) (119 6) (29 5) (42} — (161 5)
Fffect of vxchange rate changes on cash and cash equivaleats ) ;. ) — — 40 — o —4 0
-(Dccn:asc] ncrease 1n cash and cash equivalents 57 e (292) 149 . (24 0)
Cash and cush equivalents at beginnung of year 104 — 2325 450 — ) 287 9.
Cash and cush equivalents at end of year $ 07 § — § 2033 b 599 $ — § 2639
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21 Quarterly Results of Qperations (unaudited)
(un milltons, except per share amounts)

Fiscal 2012

kirst Quarter Second Quarter Third Quarter Fourth Quarter Total
Net sales i s 4762 $ 4552 $ 492 4 3 5458 1 1,969 &
Gross profit 1669 T Y ) 1652 e T e
Net income B 1z 4.5 56 86 99
Net mcur;t_e per share . i h - . . T - -7 ) T
Basic 'Y 017 $ Yt Tees s ey s 0.45
Dluted 5 016 $ I Y s ees s o2 s 042

Fiscal 2011

First Quarter Second Quarter Thurd Quarter Fourth Quarter Total
Net sales 3 4073 $ 4123 s 419 8 $ 460 2 5 1,699 6 !
Gross profit 1418 145—5 i 1451 -164 4 o 596 8 ’
Net incame (76 9) e 10 B 27 613
Net income (loss) per share ) i

Basic ’ s (115 s 033 s o0 s 004 s ©m

Diluted T s a1 s 031 s Y S Y 7 S o7

22 Subsequent Events
Inmal Public Offering

On April 3, 2012, the Company closed 1ts [PO of s common stock In the 1PO, the Company registered 1ts common stock with the SEC and
subsequently offered and sold 27 236,842 shares of common stock at a pubhic offening price of $18 00 per share for an aggregate offening proceeds of $462 0
mallion, net of $28 2 million of underwnting discounts and commussions In connecuion with the [PQ, the Company ncurred additional expenses of §2 6
milhion The Company also expecis 1o recognize an addittonal charge of $15 0 milhon to terminate the Company'’s management agreement with Apollo and
use $325 0 rmulhon of cash to redeem the 11 75% Notes discussed below For additonal nformation regarding the IPQ and use of proceeds see Item 5
"Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Secunties™ elsewhere 1n this Annual Report

Redemption of 11 75% Notes

On Apnl 17 2012 the Company's subsidianes, RBS Global and Rexnord LLC completed a fulil redemption of all of the 11 75% Notes that were
then outstanding under the indenture (as amended or supplemented, the “1 1 75% Notes Indenture””) The Company utilized pruceeds from the [PO and paid an
aggregate of approximately $325 0 million, which consisted of $300 0 rmullion aggregate principal amount of 11 75% Notes plus early redemption premiums
of 517 6 million and accrued interest of 37 4 mullion Upon the redemption, the 11 75% Notes Indenture was discharged in accordance wath 1ts terms, except
for certam obhigations of to the trustee The Company expects to recognize a related expense of $21 | million in the first quarter of fiscal 2013, which 1s
compnised of the $17 6 million tender premium and a $3 5 meli1on non-cash write-off of deferred financing costs

(uarantee

On Apnl 17, 2012, Rexnord Corporation entered nto a second supplemental indenture, with respect to RBS Global's and Rexnord LLC's 8 50%
Notes Pursuant to the supplemental indenture Rexnord Corporation fully and unconditionally guaranieed the 8 50% Notes

Incremental Assumption Agreement

On Apnl 18 2012 the Company's subsichanes, Chase Acquisiion | Inc RBS Global, Rexnord LLC, and the subsidiaries of RBS Global that are
guarantors under the Second Amended and Restated Credit Agreement dated as of March 15, 2015 (the "Second Restated Credit Agreement") entered 1nto an
Incremental Assumption Agreemeni relating (o the Second Restated Credit Agreement The Incremental Assumption Agreement, which was contemplated by
the Sccond Restated Credit Agreement, increased the amount of the existing revolving credit commnments under the Second Restated Credil Agreement by
$85 0 milhon from $180 0 million to $265 0 million
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ITEM 9 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None

ITEM 9A CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintan a set of disclosure controls and procedures that are designed to ensure that informanon required to be disclosed in our Exchange Act
reports 1s recorded processed summarized and reported within the hme periods specified in the SEC’s rules and forms

We carned out an evaluation, under the supervision and with the participation of management, including the Chict Executive Officer and Chief
Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures pursuant to Rules 13a-15 and 15d-15 of the
Exchange Act Based on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of such date the Company’s disclosure
controls and procedures are adequate and cffective 1n recording, processing, summan.zing and reporting, on a tmely basis information required to be
disclosed by the Company 1n the reports that it files or submits under the Exchange Act and thal such information 1s accumulated and communicated to the
Company's management, including the Chief Executive Officer and Chief Financial Officer 1n a manner allowing imely decisions regarding required
disclosure As such, the Chief Executive Officer and Chiefl Financial Officer concluded that our disclosure controls and procedures were effective as of the
period covered by this report

Management’s Report on Internal Control Over Financial Reporting

We are responsible for establishtng and maintaining adequate internal control over financial reporting, as defined in Rules 13a-15(f) and [ 5d-15(f)
under the Exchange Act Our internal control over financial reporting 1s a process designed to provide rezsonable assurance regarding the reliability of our
financtal reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles Under the
supervision and with the participation of our management, including the Cheef Executive Officer and Chief Financial Officer, we evaluated the effectiveness
of our intemal contro! over financial reporting based on the framework n Internal Control — Integrated Fromewaork 15sued by the Commttee of Sponsoring
Orgamzations of the Treadway Commusston {COSO) Based upon that evaluatton, management has concluded that our internal control over financial
reporting was effective as of March 31, 2012

Because of its inherent limitations internal control over financral reporung may not prevent or detect musstatements  Also, projections of any
evaluanon of effectiveness to future pertods are subject to the nsk that contrels may become tnadequate because of the changes in conditions, or that the
degree of compliance with the policies or procedures may detenorate

This annual repon does not include an attestation report of the Company's independent registered public accounting firm regarding internal contro!
over financial reporting Management s report regarding internal control over (inancial reporting was not subject to attestation by the Company's independent
registered public accounting firm pursuant to a transition penod establish by the rules of the SFC for newly public compantes

Changes in Internal Coatrol Over Financial Reperting

There have been no changes i our internal control over financial reporting tdenufied 1n connection with the evaluation discussed above thal occurred
during our last fiscal quarter that have matenally affected or are reasonably likely to matenally affect, our internal control over financtal reporting

ITEM 9B OTHER INFORMATION

The Company's Board of Directors has determined that the fiscal 2013 annual meeting of the Company's stockholders will be held on Thursday
September 20 2012 that date 15 also deemed to be the one year anmversary of the prior annual meeting for purposes of Section 2 4 of the Company's Bylaws
Under Sectton 2 4 a nomination by a stockholder of a person to serve on the Board of Directors or a proposal for other business to be conssdered at the annual
meeting shall be constdered to be umely 1f1t 15 delivered 1o the Secretary of the Company at the pnncipal uxecutive offices of the Company nol later than the
closc of business on the 10th day following the day on which this report on Form 10-K s filed, and thus public announcement of the date 1s first made by the
Company A submission on or before such date will also be deemed reasonable by the Company for purposes of the submussion of any shareholder proposal
pursuant to Rule 14a-8 promulgated by the SEC
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PART 11l

ITEM 10 DIRLCTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this ltem 1s incorporated by reference from the sections entitled “Electron of Directors" and "Corporate Governance” and
in the defimtive Proxy Statement for the Company’s fiscal 2013 annual meeting, to be held on or about September 20, 2012 (the "Fiscal 2013 Proxy
Statemnent”), and to the mformation under the caption ‘Executive Officers of the Registrant” in Part | hereof

Code of Ethics

We have adopted a written code of ethics, referred to as the Rexnord Code of Business Conduct and Ethics, applicable to all directors, officers and
employees, which includes provisions relating to accounting and financial matters applicable to the principal executive efficer, principal financaal officer and
primeipal accounung officer and controtler We have posted a copy of the Code of Business Conduct and Ethics on our website at www rexnord com To
obtain a copy free of charge of the Rexnord Code of Business Conduct and Ethics, please submit a written request to Investor Relations 4701 West
Greenfield Avenue Milwaukee Wisconsin 53214 If we make any substantive amendments to, or grant any waivers from the code of ethics for any director
or officer, we will disclose the nature of such amendment or warver on our corporate website at www rexnord com or 1n a Current Report on Form 8-K

ITEM 11 EXECUTIVE COMPENSATION

The information required by this Item 18 incorporated by reference from the scctions entitled "Election of Directors®, "Corporate Governance”,
"Compensation Discusston and Analysis”, "Compensation Commuttee Report", "Executive Compensation™, and "Director Compensation” in the Fiscal 2013
Proxy Statement

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDLER
MATTERS

The information required by this Item 1s incorporated by reference from the sections entitled "Secunty Ownership of Centain Beneficial Owners and

Management"” 1n the Fiscal 2013 Proxy Statement

The following chart gives aggregate information regarding grants under all equity compensation plans of the Company through March 31 2012

Plan category Number of secunties Weighted-average Number of secunties
to be 1ssued upon exercise price of remaining available
exercise of outstanding options, for future issuance under
outstanding optiens, warrants and nghts equity compensation
warrants and nghts plans (exciuding

secunues reflected
1n first column)

Equity compensation plans approved by secunty holders (1) 10,874,371 $527 8§ 350,000
Equity compensation plans not approved by secunty holders None None None
Total 10,874,371 $527 8,350,000

{1) Alt options or shares in these columns relate to Roll-Over options, options granted under the Company's 2006 Stock Option Plan as amended, which
was approved by stockholders 1n 2006, or the Company's 2012 Performance Incentive Plan, which was approved by stockholders in 2012 Qutstanchng
options exclude an option for 337,000 shares granted as of March 29, 2012 but which was subject to the closing of the 1PO (which did not occur unul
Apnl 3, 2012} With the adoption of the 2012 Performance Incentive Plan, no further awards will be made under the 2006 Stock Option Plan therefore,
any secunities remaining under the 2006 Option Plan are not included 1n the third column above

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The nformatton required by this Item ts incorporated by reference from the sections entitled "Corporate Governance” and "Ceramm Relatronships
Related Party Transactions” n the Fiscal 2013 Proxy Statement

ITEM 14 PRINCIPAL ACCOUNTING FELS AND SLRVICLS

The nformation required by this Item 1s incorporated by reference from the section entitled "Report of the Audit Commutiee” and "Auditors” 1n the
Fiscal 2013 Proxy Statement
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PART IV

ITEM 15 EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) (1) Financial Statements

The Company s consolidated financial statements included tn Item 8 hereof are for the years ended March 31

of the following

Consolidated Balance Sheets

Consolidated Statements of OQperations
Consolidated Statements of Stockholders’ Equity
Consohdated Statements of Cash Flows

Notes to Consolidated Financial Statements

(a) (2) Financial Statement Schedules

2012, 2011 and 2010 and constst

The Financial Statement Schedule of the Company appended hereto for the years ended March 31, 2012, 2011 and 2010 and consist of the

following
Schedule 11 - Valuation and Qualifying Accounts
(m Millions)
Additions

Description Balance at Charged to Acquired Charged Deductions Balance at

Beginning Costs and Obhgations to Other n End of

of Year kxpenses Accounts Year

Fiscal Year 2010 i ) B ) R
Valuaton allowance for teade and notes recewvable b3 91 S 03 % 02 N 0 l JURD? $ 96 i
Vaiuanon allowance for excess and obsolete inventory i 308 ~ 71 T o5 01 (6 5) 320
Valuation allowance for income taxes 1027 64 — —_ (8 ;4) 1007
Fiscal Year 2011, 7
Valuation allowance for trade and notes receivable 96 06 — — 49) 53
Valuation allowance for excess and obsolete nventory 320 38 — -— (63) T295
Valuauon allowance for income taxes 1007 87 —_ 35 a7 1512
Fiscal Year 2012 o ) )
Valuation allowance for trade and notes recervable 53 12 18 _ (19) 64
Valuatron allowance for excess and obsolete nventory ) 295 . 26 3s Y (4 0} To324 .
Valuauon allowance for income taxes 1112 65 — —_ (27 4) 96 3

Uncollectible amounts dispositions charged against the reserve and utilization of net operating losses

All ather schedules have been onutted because they are nat applicable or because the information required 1s ncluded 1n the notes to the consohdated

financial statements

{a) (3} Exhibuts

See Extibil Index included afler the signature page to this report, which Exhibit Index 1s incorporated by reference, herein
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SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Secunities Exchange Act of 1934, each of the Registrants has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authonzed

REXNORD CORPORATION

By /s/ Todd A Adams

Name Todd A Adams

Tile President and Chief Executive Officer
Date May 9 2012

Pursuant to the requirements of the Secunties Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Registrant and 1n the capacities and on the dates indicated

fs/ Todd A Adams President, Chief Executive Officer May 9, 2012
Todd A Adams (Principal Executive Officer) and Director
s/ Mark W Peterson Sentor Vice President and Chief Financial Officer May 9, 2012
Mark W Peterson (Principal Financial and Accounting Officer)
/s/ George M Sherman Director May 9 2012

George M Sherman

s/ Laurence M Berg Director May 9 2012

Laurence M Berg

s/ Peter P Copses Director May 9, 2012

Peter P Copses

/s/ DamianJ Guanglcomo Director May 9 2012

Damian ) Giangiacomo

{3/ Praveen R Jeyarajah Director May 9, 2012

Praveen R Jeyarajah

/s/ Steven Martinez Director May 9 2012

Steven Martingz

{s/ John § Stroup Director May 9, 2012
John § Stroup
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Exhibit

EXHIBIT INDEX

Rexnord Corporation
(the “Company™)

Annual Report on Form 10-K

for the fiscal year ended March 31, 2012

Description

Incorporated Herein be Reference to

Filed
Herewith

21

22

23

24

25

31

32

41

4 2(a)

4 2(b)

Agreement and Plan of Merger, by and among Chase Acquisition i, Ine , Chase
Merger Sub, Inc , RBS Global, Inc and TC Group, L L C, dated as of May 24,
2006

Purchase Agreement, dated as of October |1, 2006, between RBS Global Inc
and Jupiter Acquisition, LLC

Stock Purchase Agreement dated as of September 27, 2002, by and among RBS
Acquisition Corporation, Invensys ple, BTR Inc, BTR (European Holdings) BY
BTR Industries GmbH, Dunlop Vermdgensverwaltungsgesellschaft GmbH,
Brook Hansen Inc , Invensys France SAS, Invensys Holdings Ltd , Hansen
Transmissions International Ltd , Hawker Siddeley Management Ltd and BTR
Finance BV

Stock Purchase Agreement dated as of Apnl 5, 2005, by and among Rexnord
LLC, Hamilton Sundstrand Corporation and The Falk Corporation

Merger Agreement by and among Zum Industnes, LLC, Zum Acquisitton Sub
Inc , GA Industries, Inc and Certain Sharcholders dated as of December 20, 2007
Amended and Restated Certificate of Incorporatton as amended through Apnli 3,
2012

Amended and Restated By-Laws as amended through April 3, 2012

Nominating Agreement, dated Apnl 3, 2012, by and among the Company and
Apollo Management VI, L P

Indenture dated as of April 28 2010, with respect to the 8-1/2% Sentor Notes
due 2018 by and among RBS Global, Inc, Rexnord LLC the guarantors named
therein and Wells Fargo Bank, Natonal Association (“Wells Fargo™), as Trustee

First Supplemental Indenture dated as of Apnl 9, 2011, with respect to the
8-1/2% Senior Notes due 2018, by and among RBS Global, Inc , Rexnord LLC,
Amenican Autogard LLC, the Guarantors histed therein and Wells Fargo

107

Exhibit 2 1 to the Form 8-K/A filed by RBS
Global, Inc/Rexnord LLC on July 27, 2006
( 72706 B-K/A "W

Exhibit 2 2 to the Form {0-Q for the quarter
ended Seplember 30, 2006 filed by RBS
Global, Inc /Rexnord LLC+

Exhibit 2 1 to the Form S-4 Registration
Statement {(SEC File No 333-102428 filed by
RBS Global, Inc /Rexnord LLLC on January 9
2003)+

Exhibit 99 2 to the Form 8-K filed by RBS
Global, Inc /Rexnord LLC on May 19, 2005+

Exhibit 10 | to the Form 8-K filed by RBS
Global, Inc /Rexnord LLC on December 21,
2007+

Exhit 3 I to the Company's Form 8-K dated
Apnl 3, 2012 (“4/3/12 B-K™)

Exhibit 3 2 to the 4/3/12 §-K

Exhibit 10 ] to the 4/3/12 8-K

Exhibat 4 1 to the Form 8-K filed by RBS
Global, Inc /Rexnord LLC on Apnl 28,2010
(“4/28/10 8-K™)

Exhrbit 4 11 to the Company's Registration
Statement on Form S-1 SEC File no
333-174504 (“2012 5-1)
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42(0)

4 2(d)

101

10 2(a)
10 2(b)

10 3(a)

10 3(b)

10 3(c)

10 3(d)

10 4(a)

10 4(b)

105

10 6¢a)

10 6(b)

07

Second Supplemental Indenture, dated as of Apnt 17, 2012, with respect to
the 8-1/2% Semor Notes due 2018, by and among RBS Global, Inc ,
Rexnord LLC, the Company, the other guarantors named therein and Wells
Fargo

Form of Unrestnicted Global Note evidencing the 8-1/2% Senior Notes due

2018

Amended and Restated Management Consulting Agreement among Rexnord
LLC, George M Sherman, Cypress Group, LLC and Cypress Industnat
Holdings, LLC, effecuve February 7, 2007+

Rexnord LLC Special Signing Bonus Plan®

Form of Special Signing Bonus Plan Participation Letter®

The Company's 2006 Stock Opuon Plan, as amended (* 2006 Option Plan™)*
Form of Executive Non-Qualified Stock Option Agreement under the 2006

Option Plan*

Form of George M Sherman Non-Qualified Stock Option Agreement under
the 2006 Option Plan*

Form of Non-Employee Director (Apolle Director) Non-Qualified Stock
Option Agreement under the 2006 Option Plan*

Amended and Restated Non-Qualified Stock Oplion Agreement, dated April
16, 2010, between the Company and Praveen Jeyarajah, amending and
restating the option agreement dated as of October 29, 2009*

Amended and Restated Non-Qualifted Stock Option Agreement under the
2006 Option Plan dated Apnl 16, 2010, between the Company and Praveen
Jeyarajah, amending and restating the option agreement dated as ot Apnl 19,
2007+

Rexnord Management [ncentive Compensation Plan (revised as of July 29
2010)*

The Company's 2012 Performance Incentive Plan (the ‘2012 Incennve
Plan™)*

Fortm of Option Agreement under the 2012 Incentive Plan*
Offer Letter dated November 4 2011 by and between Rexnord Industnes

LLC and Mark W Peterson*

108

Exhibit 4 | to the Company's Form 8-K dated Apnt 17, 2012
(the '4/17/12 8-K™)

Exhubit 4 6(e) to the Form S-4 Registration Statement (SEC File
No 333-167904) filed by RBS Global, Inc /Rexnord LLC on
June 30, 2010

Exhibit 10 2 to the Form 10-K filed by RBS Global, Inc /
Rexnord LLC for the fiscal year ended March 31, 2008 (*2008
10-K™)

Exhibit 10 7 1o the 7/27/06 B-K/A
Exhibit 10 8 to the 7/27/06 8-K/A

Exiibit 10 6 10 the Form 10-K filed by RBS Global, Inc/
Rexnord LLC for the fiscal year ended March 31, 2010

Exhibit 10 10 to the 7/27/06 8-K/A

Exhibit 10 11 to the 7/27/06 8-K/A

Exhibit 10 8 to the Form 10-K filed by RBS Global Inc /
Rexnord LLC for the fiscal year ended March 31, 2007 ( 2007
10-K™™)

Exhibit 10 | to the Form 8-K filed by RBS Global, Inc /
Rexnord LLC on Apnl 22, 2010 (the **4/22/10 8-K™)

Exhibit 10 2 to the 4/22/10 8-K

Exhibit 10 | to the Form 10- for the quarter ended October 2,
2010 filed by RBS Global, Inc/Rexnord LLC

Exhitnt 10 32 to the 2012 S-1

Exhtbut 10 30 to the 2012 5-1
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108 Offer Letter, dated Apnl 19, 2010, by and between Rexnord Industries, LLC and Praveen R Exhibit 10 29 10 the 2012 S-1
Jeyarajah*

10 9(a) Offer Letter, dated January 4, 2010, by and between Rexnord industnes, LLC and Michael H Exbibit 10 28 10 the 2012 §-1
Shapiro (no longer 1n effect)*

10 9%(b) Separation Agreement and Release, dated November 7, 2011 with Mr Shapiro* Exhibit 10 | of the Form 8-K filed by RBS
Global, Inc /Rexnord LLC on November 7,
2011

1010 Schedule of Compensation for independent directors, effective for fiscal 2013*
1011 Form of Indemmfication Agreement Exhibn 10 31 to the 2012 5-1

10 12(a) Second Amended and Restated Credit Agreement, dated as of March 15 2012, among Chase Exhibit 10 1 of the Form 8-K filed by RBS
Acquisition I, Inc , RBS Global, Inc, Rexnord LLC, the lenders party hereto from time to ime . Global, Inc /Rexnord LLC on March 16,
and Credit Suisse AG, Cayman Islands Branch (formerly known as Credut Swisse, Cayman 2012 (the “3/16/12 8-K™)

Islands Branch), as admunistrative agent for the lenders

10 12(b) Incremental Assumption Agreement, dated as of Apni 18, 2012, relating to the Secand Exhibit 10 | of the 4/17/12 8-K
Amended and Restated Credit Agreement, dated as of March 15, 2012 among Chase Acquisition
I, Inc, RBS Globatl, Inc , Rexnord LLC, the lenders party thereto from time 1o tme and Credut
Suisse AG, as administrative agent

10 12{c) Amended and Restated Credit Agreement, daled as of October 5, 2009, among Chase Exhibit 10 | to the Form 8-K/A filed by
Acquisition I, Inc , RBS Global, Inc, and Rexnord LLC, Credat Suisse, Cayman [slands Branch  RBS Global, Inc /Rexnord LLC on
as administrative agent and the lenders party thereto (superseded) October 9, 2009

10 12(d) Incremental Assumption Agreement, dated as of September 15, 2011, relaung to the Amended Exhibit 10 | of the Form 10-Q for the
and Restated Credit Agreement dated as of October 5, 2009 (as amended, restated, quarter ended October 1, 2011 filed by
supplemcnted, waived or otherwise modified from time to ume) among Chase Acquisition |, RBS Global, Inc /Rexnord LLC
Inc , RBS Global Inc, Rexnord LLC and the lenders party thereto from time to time and Credit
Sutsse AG, Cayman Islands Branch as Admimistrative Agent (superseded)

10 12(e) Loan Modification Agreement and Permitted Amendment, dated as of October 20 2011, Exhibat 10 1 of the Form 8-K filed by RBS
relating to the Amended and Restated Credit Agreement, dated as of October 5, 2009 (as Global, Inc /Rexnord LLC on October 25,
amended, restated or supplemented from time o tme) among Chase Acqusitien [, Inc RBS 2011

| Global, Inc , Rexnord LLC, the Adminmistrative Agent and the lenders thereto (superseded)
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10 13(a)

10 13(b)

10 t4(a)

10 14(b)

10 14(c)

10 15(a)

10 15(b)

1016

1017

Second Amended and Restated Guaraniee and Collateral Agreement, dated and effective as of March
15, 2012, among Chase Acquisition 1, Inc , RBS Global, Inc , Rexnord LLC, each subsidiary of the
borrowers identified therein and Credit Suisse AG, as Admimistrative Agent for the Credit Agreement
Secured Parties

Amended and Restated Guarantee and Cotlateral Agreement, dated as of October 5, 2009, among
Chasc Acquisition I Inc , RBS Global, Inc , Rexnord LLC, the subsidiary guarantors party thereto and
Credit Suisse, Cayman Islands Branch, as administrative agent (superseded)

Receivables Saie and Servicing Agreement, dated September 26, 2007, by and among the Onginators,
Rexnord Industries, LLC as Servicer, and Rexnord Funding LLC

First Amendment, dated as of November 30, 2007, to the Receivables Sale and Servicing Agreement,
dated as of September 26, 2007, among Rexnord Funding LLC, as the buyer, Rexnord Industrtes,
LLC, as the servicer and an oniginater, Zurn Industries, LLC, as an ongwator, Zurn PEX, Inc, as an
onginator, and General Electne Capital Corporation, as the administrative agent

Second Amendment, dated as of May 20, 201 |, to the Receivables Sale and Senvicing Agreement,
dated as of September 26, 2007, among Rexnord Funding LLC, as the buyer, Rexnord Industrics,
LLC, as the servicer and an ongmator, Zum Industries, LLC, as an onginator, Zurn PEX Inc, as an
ongnator, and General Electne Capital Corporation, as the admustrative agent

Amended and Restated Recewvables Funding and Administration Agreement, dated as of May 20,
2011, by and among Rexnord Funding L1.C, the financial institutions from time to trme party thereto
and General Electric Capital Corporation

Receivables Funding and Admimistration Agreement, dated September 26, 2007, by and among
Rexnord Funding LLC and General Electric Capital Corporation (superseded)

Underwriting Agreement dated March 28, 2012 among the Company and the several underwriiers
named therein

Stockholders' Agreement of the Company, Rexnord Acquisition Holdings I, LLC, Rexnord
Acquisition Holdimgs 11, LLC and certain other stockholders, dated July 21, 2006 (no longer n effect,
except as to centain registration rights provisions)

Lo

Exhibit 10 2 of the 3/16/12 8-K

Exhtbit 10 2 to the Formn 8-K/A filed
by RBS Global, Inc /Rexnord LLC
on October 9, 2009

ExMibit £0 1 to the Form 8-K filed by
RBS Global, Inc /Rexnord LLC on
Qctober 1, 2007 (*10/1/07 8-K™)

Exhibit 10 2 to the Form 8-K filed by
RBS Giobal, Inc /Rexnord LLC on
May 23, 2011 (*5/23/11 8-K™)

Exhibit 10 3 to the 5/23/11 8-K

Exhibit 10 1 to the 5/23/11 8-K

Exhibit 10 2 to the 10/1/07 8-K

Extubit 10 5 to the 7/27/06 8-K/A
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1018

106 19(a)

10 19(b)

10 20

10 21(a)

10 21(b)

10 21{c)

10 21(d)

10 21(e)

Stockholders’ Agreement of the Company, Rexnord Acquisttion Holdings I, LLC, Rexnord
Acquisiton Holdings 11, ELC, Cypress Industrial Holdings, LLC and George M Sherman, dated
July 21, 2006 (no longer 1n efect, except as to certain registraton fights provisions)

Amended and Restated Management Consulting Agreement by and between the Company and
Apollo Management VI, L P and Apollo Alternative Assets, L P, dated February 7 2007 (no
longer 1n effect) *

Management Services Termination Agreement, by and among the Company, Apollo Management
Vi, L P and Apollo Altemative Assets, L P dated Apnl 3, 2012*

Credit Agreement among the Company the lenders party thereto, Credit Suisse, as administrative
agent Banc of Amernica Bnidge LLC as Syndication Agent and Credit Suisse Secunties (USA)
LLC and Banc of Amernica Secunities LLC as joint lead arrangers and jomt bookrunmng managers,
dated as of March 2, 2007 (no longer in effect)

Senior Subordinated Note Indenture, dated as of July 21, 2006, with respect to the 11-3/4 % Senior
Subordinated Notes due 2016 among Chase Merger Sub, Inc and Wells Fargo {no longer in
effect)

First Supplemental Indenture, dated as of July 21 2006, with respect 1o the 11-3/4% Sentor
Subordinated Notes due 2016, by and among RBS Global, Inc, Rexnord Industries, the guarantors
listed therein, Chase Merger Sub Inc and Wells Fargo (no longer 1n effect)

Second Supplemental Indenture dated as of February 7, 2007, with respect to the 11-3/4% Sentor
Subordinated Notes due 2016 by and among RBS Global, Inc, Rexnord LLC, the guarantors
listed theretn and Wells Fargo (no longer 1n effect)

Thurd Supplemental Indenture, dated as of Apnl 1, 2007, with respect to the |1-3/4% Sentor
Subordinated Notes due 2016, by and among Zum Industnes, LLC, RBS Global, Inc , Rexnord
LLC, and Wells Fargo (no longer in effect)

Fourth Supplemental indenture, dated as of February 1, 2008, with respect to the 11-3/4% Semor
Subordinated Notes due 2016, by and among RBS Global, Inc , Rexnord LLC, the guarantors
listed theren and Wells Fargo (no longer in effect)
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Exhibit 10 6 to the 7/27/06 8-K/A

Exhibit 10 3 to the 2008 10-K

Exhibit 10 2 to the 4/3/12 8-K

Exhibit 10 27 to the 2012 §-1

Exhibit 4 6 to the 7/27/06 8-K/A

Exhibit 4 7 10 the 7/27/06 8-K/A
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NON-QUALIFIED STOCK OPTION AGREEMENT

OF
REXNORD CORPORATION
THIS AGREEMENT (this “ Agreement™), dated as of y 15 made by and between Rexnord
Corporation, a Delaware corporation {the * Corporation™), and , an employee of the Corporation or one of its

Subsidiaries (the “ Qptionee™)

WHEREAS | the Corporation wishes to afford the Optionee the opportunity to purchase shares of 1ts common stock
{(“Common Stock ™),

WHEREAS, the Corporation wishes to carry out the purpose of the Rexnord Comporaton 2012 Performance Incentive Plan
{as may be amended from time te time, the “ Plan™), the terms of which are hereby incorporated by reference and made a part of this
Agreement, and

WHEREAS , the Administrator, as defined in the Plan, (1) has determined that 1t would be to the advantage and in the best
nterests of the Corporation and its stockholders to grant the Non-Quabfied Stock Option provided for herein (the “Option ™) to the
Opuonee as an inducement for the Optionee o enter into or rematn n the employ of the Corporation or one of its Subsidianies and as
an imcentive for increased efforts by the Optionee during such employment, and (1) has nstructed the officers of the Corporation to
1ssue said Option

NOW, THEREFORE, 1n consideration of the mutual covenants herein contained and other good and valuable consideration,
receipt and sufficiency of which 1s hereby acknowledged, the parties hereto do hereby agree as follows

ARTICLE I
GRANT OF OPTION

Section 1 1 Grant of Option

In consideration of the Optionee’s agreement to enter into or remam i the employ of the Corporation or one of its
Subsidiaries and for other good and valuable consideration, the receipt and sufficiency of which 1s hereby acknowledged, on the date
hereof the Corporation wurevocably grants to the Optionee the Option te purchase any part or all of an aggregate of shares of
Common Stock upon the terms and conditions set forth 1n the Plan and this Agreement

Section | 2 Option Price

The purchase price of the shares of Common Stock covered by the Option shall be $ per share {(without
commussion or other charge)




Secuon 13 Option Subject to Plan

The Opuion granted hereunder 15 subject to the terms and provisions of the Plan, including without lunitation, Sections 7 4
and 8 9 of the Plan Capitalized terms used 1in this Agreement and not defined herein shall have the meaning given to such terms 1n the
Plan

ARTICLE Il
EXERCISABILITY

Section 2 1 Commencement of Exercisability

(a) This Opuion shall become exercisable in accordance wath the schedule established by the Admimistrator at the ume of
grant and set forth below

(b) No portion of the Option which 15 unvested at the Optionee’s termtnation of employment shall thereafter become vested

Section 2 2 Duration of Excrcisability

Any portiont of the Option which becomes vested pursuant to Section 2 1 shzll remain vested and may be exercised until the
Option expires pursuant to Section 2 3

Section 2 3 Expiration of Option
The Option may not be exercised to any extent by any person after the first to occur of any of the following events
(a) The expiration of ten years from the date the Option was granted,

(b) If the Optionee’s termination of employment 1s for anty reason other than (1) by the Corporation or any Subsidiary of the
Corporation for Cause, or (n) on account of the Optionee’s death or disability (as defined in Section 22(e)(3) of the Code), the
ninetieth day following the date of the Optionee’s termmation of employment,

(¢) The date of the Optionee’s termination of employment by the Corporation or any Subsidiary of the Corporation for
Cause, or

(d) If the Optionee’s termination of employment 1s on account of the Opuionee’s death or disability (within the meaning of
Section 22(e)(3) of the Codc), the expiration of 12 months from the date of the Optionee’s termination of employment




Secuign 24 Defimition of Cause

For purposes ¢f this Agreement, “*Cause ” shall have the meanmg ascribed to 1t n any employment agreement m effect
between the Ceorporation or any of 1ts Subsidiaries and the Optionee as of the date of the Optionee’s termination of employment and,
1n the absence of any such employment agreement, “Cause ” shall mean,

(a) the Board’s determination that the Optionee failed to carry out, or comply with, 1n each case in any material respect, any
lawful and reasonable direcuve of the Board or its designee consistent with the terms of the Optionee’s employment, which 1s not
remedied within 30 days after the receipt of written notice from the Corporation specifying such farlure,

(b) the Optionee’s conviction, plea of no contest, plea of rolo contendere , or imposition of unadjudicated probation for any
felony,

(c) the Optionee’s unlawful use (including being under the influence) or possesston of illegal drugs,

(d) the Optionee’s commssion of an act of fraud, embezzlement, misappropriation, willful misconduct, or breach of
fiduciary duty against the Corporation or any of its Subsidianes, or

(¢) the breach by the Optionee of any of the provisions contamed 1n Article 111 below or similar provisions contained in any
other agreement with the Corporation or any of its Subsidiaries or other affiliates

Secion2 5 Parnal Exercise

Any vested portion of the Option or the entire Option, if then wholly vested, may be exercised m whele or in part at any ume
prior to the time when the Optiton or portion thereof expires, provided , however , that each partial exercise shall be for not less than
100 shares of Common Steck and shall be for whole shares of Common Stock only

Section2 6  Exercise of Option

This Option shall be exercised by Optionee delivening a wnitten notice to the Corporation specifying the number of shares the
Optionee desires to purchase, and by paymng the Corporation the option price for the shares being acquired at the me The option
purchase price may be paid by means of any lawful consideration as determined by the Administrator and permitted by Sectton 5 5 of
the Plan




ARTICLE 111
RESTRICTIVE COVENANTS

Section 31 Non-Competition

During the term of the Optionee’s employment with the Corporation or any of 1ts Subsidiaries and for a period of two years
thereafter, the Optionee shall not, directly or indirectly, engage 1n, have any cquity interest in, or manage or operate any person, firm,
corperation, partnership or business (whether as director, officer, employee, agent, representative, partner, security holder, consultant
or otherwise) that engages in any business which competes with any business of the Corporation or any entity owned by the
Corporation anywhere in the world, provided, however, that the Optionee shall be permitted to acquire a passive stock or equity
wnterest wn such a business provided the stock or other equity 1nterest acquired 1s not more than five percent (5%) of the outstanding
interest 1n such business

Secuon 32 Customer Non-Solicitation

During the term of the Optionee’s employment with the Corporation or any of its Subsidiaries and for a penod of two years
thereafier, the Optionee agrees not to, and will not, directly or indirectly, induce or attempt to induce any customer, suppher, Licensee
or other business relation of the Corpoeration or any of its Subsidiaries to cease doing business with the Corporation or any of its
Subsidianies, or 1n any way wterfere with the relationship between any such customer, supplier, licensee or business relation, en the
ong hand, and the Corporation or any of 1ts Subsidianies, on the other hand

Section 33 Non-Solicuauon/Non-Hirng of Emplovees

During the term of the Optionee’s employment with the Corporation or any of its Subsidianes and for a peniod of two years
thereafter, the Optionee agrees not to, and will not, directly or indirectly, (1) recruit or otherwise solicit or induce (or attempt to recruit
or otherwise solicit or induce) any employee of the Corporation or any of 1ts Subsidianes to leave the employ of the Corporation or
any of s Subsidianies, or i any way mterfere with the relationship between the Corporation or any of its Subsidiaries, on the one
hand, and any employee thereof, on the other hand, or {n) hire any person who 1s or at any time was an employee of the Corporation
or any of 1ts Subsidianes until s1x (6) months after such person’s employment relattonship with the Corporation or any of its }
Subsidiaries has ended |

Scction3 4  Non-Disparagement

During the term of the Optionee’s employment with the Corporation or any of its Subsidianes and thereafter in perpetuity,
the Optionee shall not knowingly disparage, criticize, or otherwise make derogatory statements regarding the Corporation or any of its
affihates, Subsidianes, successors, directors, officers customers or suppliers




Section 3 5 Non-Disclosure of Confidential [nformatign

Duning the term of the Optionee’s employment with the Corporation or any of 1is Subsidianes and thereafter in perpetuity,
the Optionee shalli maintain in confidence and shall not directly, indirectly or otherwise, use, dissemunate, disclose or publish, or use
for the Optionee’s benefit or the benefit of any person, any confidential or proprietary information or trade secrets of or relating to the
Corporation or any of 1ts Subsidianies or affiliates, including, without limutation, information with respect to the Corporation’s or any
of its Subsidianies’ operations, processes, products, inventions, business practices, finances, principals, vendors, suppliers, customers,
potential customers, marketing methods, costs, pnices, contractual relationships, regulatory status, compensation paid to employees or
other terms of employment, or deliver to any person any document, record, notebook, computer program or similar reposiory of or
contaiming any such confidential or proprietary information or trade secrets  Upon the Optionee’s termination of employment for any
reason, the Optionee shall promptly deliver to the Corporation all correspondence, drawings, manuals, letters, notes, notebooks,
repotts, programs, plans, proposals, financial documents, or any other documents concerning the Corporation’s or any of its
Subsidiaries’ customers, business plans, marketing strategies, products or processes  The Optionee may respond to a lawful and vahd
subpoena or other legal process but shall give the Corporation the earliest possible notice thereof, shall, as much n advance of the
return date as possible, make available to the Corporation and its counsel the documents and other information sought and shall assist
such counsel in resisting or otherwise responding to such process

Secuon 3 6 Injunctive Relief

The Optionee hercby acknowledges that a breach of the covenants contained 1n this Article 11T will cause 1rreparable damage
to the Corporation and 1ts goodwill, the exact amount of which will be difficult or impossible to ascertain, and that the remedies at law
for any such breach will be nadequate  Accordingly, the Optionee hereby agrees that, 1n the eveat of a breach of any of the covenants
contamed i this Article (11, in addition to any other remedy which may be available at law or in equity, the Corporation shall be
entitled to specific performance and injunctive rehief

ARTICLE IV
OTHER PROVISIONS

Section4 1 Not a Contract of Employment

Nothing in this Agreement or 1n the Plan shall (1) confer upon the Opuonee any nght to continue in the employ of the
Corporation or any of its Subsidiaries, or (n} interfere with or restrict in any way the rights of the Corporation or its Subsidianies,
which are hereby expressly reserved, to discharge the Optionee at any ume for any reason whatsoever, with or without Cause, except
pursuant to an employment agreement, if any, executed by and between the Corporation or any of its Subsidiaries, on the one hand,
and the Optionee, on the other hand, and




approved by the Board

Section 4 2 Construction

This Agreement shall be admimstered, interpreted and enforced under the laws of the state of Delaware, without regard to
conflicts of laws provisions that would give effect (o the laws of another junisdiction

Scctign4 3 Conformuty to Securities Laws

The Optionee acknowledges that the Plan 1s mtended to conform to the extent necessary with all provisions of the Secunties
Act and the Exchange Act and any and all regulations and rules promulgated thereunder by the Securities and Exchange Commussion,
including without limitation, Rule 16b-3 Notwithstanding anything herein to the contrary, the Plan shall be administered, and the
Option 1s granted and may be exercised, only n such a manner as to conform to such laws, rules and regulations To the extent
permitted by applicable law, the Plan and this Agreement shall be deemed amended to the extent necessary to conform to such laws,
rules and regulations

Section 44 Enure Agreement

The parties hereto acknowledge that this Agreement and the Plan set forth the entire agreement and understanding of the
parties and supersede all prior written or oral agreements or understandings with respect to the subject matter hereof, except that any
provisions therein regarding confidenuality or non-competition remaim 1n full force and effect in favor of the Corporation and its
Subsidiaries as 1f the agreements containing such provisions were not so superseded The obhgations imposed by this Agreement are
severable and should be construed independently of each other The mnvalidity of one provision shall not affect the validity of any
ather provision If any provision of this Agreement shall be invalid or unenforceable, in whole or in part, or as applied to any
circumstances, under the laws of any junisdiction which may govern for such purpose, then such provision shall be deemed, to the
cxtent allowed by the laws of such junsdicuion, to be modified or restricted to the extent and i the manner necessary 1o render the
same valid and enforceable, either generally or as applied to such circumstance, or shall be deemed exercised from this Agreement, as
the case may require, and this Agreement shall be construed and enforced to the maximum extent permitted by law, as 1f such
provision had been onginally mcorporated herein as so modified or restricted, or as 1f such provision had not been ongnally
incorporated herein, as the case may be

Secuond4 5 Amendment

The Admimstrator at any tume, and from time to time, may amend the terms of this Agreement, provided, however, that the
nights of the Optionee shall not be adversely imparred without the Optionee’s written consent The Corporation shall provide the
Optionee with notice and a copy of any amendment made to this Agreement




e ————————— s

Section4 6 Arbitration, Waiver of Jury Tnial

Any dispute or controversy ansing under, out of, or in connection with or in relation to this Agreement or the Plan shall be
finally determined and settled by arbitration in New York, New York in accordance with the Commercial Rules of the American
Arbitration Association, and judgment upon the award may be entered in any court having jurisdiction Within 20 days of the
conclusion of the arbitration hearing, the arbitrator shall prepare wniten findings of fact and conclusions of law [t 1s mutually agreed
that the written decision of the arbitrator shall be valid, binding, final and non-appealable, provided, however, that the parties hereto
agree that the arbitrator shall not be empowered to award purmitive damages against any party to such arbitration To the extent
permutted by law, the arbitrator’s fees and expenses will be borne equally by each party In the event that an action 1s brought to
enforce the provisions of this Agreement or the Plan pursuant to this Section 4 6, each party shall pay 1ts own attorney’s fees and
expenses regardless of whether 1n the opimion of the court or arbitrator deciding such action there 1s a prevailing party EACH OF
THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ALL RIGHT TO TRIAL, INCLUDING TRIAL BY JURY, IN
ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THE PLAN OR THIS
AGREEMENT

Section4 7 Notices

All notices, requests, consents and other communications hercunder to any party hereto shall be deemed to be sufficient 1f
contained in a written instrument and shall be deemed to have been duly given when delivered in person, by telecopy, by nationally-
recogniZed overnight couner, or by first class registered or certified manl, postage prepaid, addressed to such party at the address set
forth below or such other address as may hereafter be designated in wnting by the addressee to the addressor

(1} 1f te the Corporation, to

Rexnord Corporation
4701 Greenfield Avenue

Milwaukee, W1 53214
Attention Patty Whaley

(1) 1f to the Optionee, to the Opticnee’s home address on file with the Corporation

Section4 8 Government and Other Regulations

The obligation to sell and deliver shares of stock under the Plan shall be subject to all applicable laws, rules and regulations
and the obtaining of all such approvals by governmental agencies as may be deemed necessary or desirable by the Corporation,
mcluding (without




lumitation) the satisfaction of all applicable federal, state and local tax withholding requirements The Corporation shall have the
power and the nght to deduct or withhold, or require Optionee to remit to the Corporation, an amount sufficient to satisfy Federal,
state, and local taxes (including the Optionee’s FICA obligation) required by law to be withheld with respect to any taxable event

arising or as a result of thus Option

Section 49 Counterparts

This Agreement may be executed (n several counterparts, including via facsimile transmission, each of which shall be
deemed to be an ongmal, but ali of which together will constitute one and the same Agreement

[Signature Page to Follow]




IN WITNESS WHEREOF , this Agreement has been executed and delivered by the parties hereto as of the day, month and
year first set forth above

THE CORPORATION:

Rexnord Corpoeration
By

Print Name

Title

THE OPTIONEE"

Signature

Print Name

Optionee’s Address:

Optionee’s Taxpayer Identification Number:



~REXINORD

Compensation for Independent Members of the Board of Directors

Compensation Element

Description

Initial Term

Directors will serve an imitial three-year term

Cash Compensation

Directors will recerve annual cash compensation of $60,000, inclusive of Board and
committee meeting attendance fees The Audit Commuttee and Compensaton
Commttee Chair roles will recerve an additional retainer of $10 000 for Audit and
$6,000 for Compensation

Stock Ophons Directors will receive options with an annual grant value of $90,000 Options will
time vest annually over three years (1e 1/3, 173, 1/3)

[nvestment Directors will hold a mimimurm of $250,000 in Rexnord stock within five years of
appointment (1ncluding vested options)

Expenses Rexnord wall resmburse Directors for all reasonable out-of-pocket expenses related to

their duties as a Dirgctor

D&O Insurance

Rexnord will maintain D&O insurance of at least $50 million annually

Indemmification

Rexnord will indemmfy Directors to the fullest extent allowed by law

)
Extubit 10 10
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REXNORD CORPORATION

(a Delaware corporation)

23,684,211 Shares of Common Stock

UNDERWRITING AGREEMENT

March 28, 2012
Mernll Lynch, Pierce, Fenner & Smith
Incorporated
Goldman, Sachs & Co
Credit Swisse Securities (USA) LLC
Deutsche Bank Securittes Inc
Barclays Capital Inc
as Representatives of the several Underwriters

¢/o Merrill Lynch, Pierce, Fenner & Smith
Incorporated

One Bryant Park

New York, New York 10036

¢/o Goldman, Sachs & Co
200 West Street
New York, New York 10282-2198

c/o Credit Suisse Secunities (USA) LLC
Eleven Madison Avenue
New York, New York 10010

Ladies and Gentlemen

Rexnord Corporation, a Delaware corporation (the “Company”) confirms 1ts agreement with Mermnll Lynch,
Pierce, Fenner & Smith Incorporated (“Mernll Lynch™), Goldman, Sachs & Co (*Geldman Sachs™), Credit Suisse
Securities (USA) LLC (“Credit Susse™), Deutsche Bank Securities Inc (“Deutsche Bank™) and Barclays Capital Inc
{“Barclays™) and each of the other Underwnters named in Schedule A hereto (collectively, the “Underwniters,” which
term shall also include any underwriter substituted as hereinafier provided in Section 10 hereof), for whom Merrill Lynch,
Goldman Sachs, Credit Swmsse, Deutsche Bank and Barclays are acting as representatives (in such capacity, the
“Representatives™), with respect to (1) the sale by the Company and the purchase by the Underwniters, acting severally and
not jointly, of the respective numbers of shares of Common Stock, par value $0 01 per share, of the Company (“Commeon
Stock™) set forth in Schedules A and B hereto and (n) the grant by the Company to the Underwniters, acting severally and
not jointly, of the option described in Section 2(b) hereof to purchase all or any part of 3,552,631 additional shares of
Common Stock, 1f any The aforesaid 23,684,211 shares of Common Stock (the “Initial Secunities™)




to be purchased by the Underwrniters and all or any part of the 3,552,631 shares of Common Stock subject to the option
described 1n Section 2(b) hereof (the “Option Securities”™) are herein called, collectively, the “Secunties ™

The Company understands that the Underwriters propose to make a public offering of the Securities as soon as the
Representatives deem advisable after this Agreement has been executed and delivered

The Company and the Underwnters agree that up to 828,947 shares of the Initial Securities to be purchased by the
Underwriters {the “Reserved Securities™) shall be reserved for sale by the Underwniters to certain persons designated by
the Company (the “Invitees”™), as part of the distribution of the Securities by the Underwriters, subject to the terms of this
Agreement, the apphcable rules, regulations and interpretations of the Financial Industry Regulatory Authority, Inc
{(“FINRA™) and all other applicable laws, rules and regulations The Company solely determmned, without any direct or
indirect participation by the Underwniters, the Invitees who will purchase Reserved Securities (including the amount to be
purchased by such persons) sold by the Underwriters To the extent that such Reserved Securities are not orally confirmed
for purchase by Invitees by 900 AM (New York City time) on the first business day after the date of this Agreement,
such Reserved Securnttes may be offered to the public as part of the public offering contemplated hereby

The Company has filed with the Secunties and Exchange Commisston (the “Commission™) a registration
statement on Form S-1 (No 333-174504), including the related preliminary prospectus or prospectuses, covering the
registration of the sale of the Secunities under the Securities Act of 1933, as amended (the “1933 Act™) Promptly after
execution and delivery of this Agreement, the Company will prepare and file a prospectus 1n accordance with the
provisions of Rule 430A (“Rule 430A™) of the rules and regulations of the Commusston under the 1933 Act (the “1933
Act Regulations™) and Rule 424(b) (“Rule 424(b)”) of the 1933 Act Regulations The information included n such
prospectus that was omitted from such registration statement at the time 1t became effective but that 15 deemed to be part
of such regisiration statement at the time 1t became effective pursuant to Rule 430A(b) 1s herein called the “Rule 430A
Information ” Such registration statement, including the amendments thereto, the exhibits thereto and any schedules
thereto, at the time 1t became effective, and including the Rule 430A Information, 1s herein called the “Registration
Statement ™ Any registration statement filed pursuant to Rule 462(b) of the 1933 Act Regulations 1s herein called the
“Rule 462(b) Registration Statement™ and, after such filing, the term *“Registration Statement” shall include the Rule
462(b) Registration Statement Each prospectus used prior to the effecttveness of the Registration Statement, and each
prospectus that omitted the Rule 430A Information that was used after such effectiveness and prior to the execution and
delivery of this Agreement, 1s herein called a “preliminary prospectus ™ The final prospectus, in the form first furnished to
the Underwriters for use i connection with the offering of the Securities, 1s herein called the “Prospectus ™ For purposes
of this Agreement, all references to the Registration Statement, any preliminary prospectus, the Prospectus or any
amendment or supplement to any of the foregoing shail be deemed to include the copy filed with the Commission
pursuant to its Electronic Data Gathering, Analysis and Retrieval system or any successor system (“EDGAR™)

As used 1n this Agreement

“Applicable Time” means 5 45 P M , New York City time, on March 28, 2012 or such other time as agreed by the
Company and the Representatives

“General Disclosure Package™ means any Issuer General Use Free Wrniting Prospectuses i1ssued at or prior to the
Applicable Time, the most recent prelinuinary prospectus that 1s distributed




to mvestors prior to the Applicable Time and the mformation included on Schedule C-1 hereto, all considered together

“Issuer Free Wniting Prospectus” means any “issuer free writing prospectus,” as defined in Rule 433 of the 1933
Act Regulations (*Rule 4337), including without hmitation any “‘free writing prospectus” (as defined in Rule 405 of the
1933 Act Regulations (*“Rule 405™)) relating to the Secunties that 1s {1) required to be filed with the Commuission by the
Company, (u) a “road show that 1s a written communication™ within the meaning of Rule 433(d)(8)(1), whether or not
requuired to be filed with the Commussion, or (11) exempt from filing with the Commuissien pursuant to Rule 433(d)(5){(x)
because it contains a description of the Securities or of the offering that does not reflect the final terms, in each case in the
form filed or required to be filed with the Commussion or, If not required to be filed, in the form retained in the
Company’s records pursuant to Rule 433(g)

“Issuer General Use Free Wrnting Prospectus™ means any Issuer Free Writing Prospectus that 1s mtended for
general distribution to prospective mnvestors (other than a “bora fide elecironic road show,” as defined in Rule 433 (the
“Bona Fide Electronic Read Show™)), as evidenced by 1ts being specified in Schedule C-2 hereto

“Issuer Limited Use Free Writing Prospectus™ means any Issuer Free Writing Prospectus that 1s not an Issuer
General Use Free Writing Prospectus

Section 1 Representations and Warranties

(@) Representanions and Warranties by the Company The Company represents and warrants to each Underwriter
as of the date hereof, the Apphcable Time, the Closing Time (as defined below) and any Date of Delivery (as defined
below), and agrees with each Underwrter, as follows

(1) Repstration Staternent and Prospectuses Each of the Registration Statement and any amendment thereto has
become effective under the 1933 Act No stop order suspending the effectiveness of the Registration Statement or any
post-effective amendment thereto has been 1ssued under the 1933 Act, no order preventing or suspending the use of any
preliminary prospectus or the Prospectus has been i1ssued and no proceedings for any of those purposes have been
instituted or are pending or, to the Company’s knowledge, contemplated

Each of the Registration Statement and any post-effective amendment thereto, at the time each became effective,
comphed 1n all matenal respects with the requirements of the 1933 Act and the 1933 Act Regulations Each prelimimnary
prospectus, the Prospectus and any amendment or supplement thereto, at the time each was filed with the Commussion,
complied 1n all matenial respects with the requirements of the 1933 Act and the 1933 Act Regulations Each prelirnary
prospectus dehivered to the Underwniters for use m connection with this offering and the Prospectus was or will be
identical to the electronically transmitted copies thereof filed with the Commuission pursuant to EDGAR, except to the
extent permitted by Regulation S-T

(1) Accurate Disclosure Neither the Registration Statement nor any amendment thereto, at its effective time, at
the Closing Time or at any Date of Delivery, contained, contains or will contamn an untrue statement of a material fact or
omuitted, omits or will omit to state a matenal fact required to be stated therein or necessary to make the staternents therein
not




misleading As of the Applicable Tume, neither (A) the General Disclosure Package nor {B) any individual Issuer Limited
Use Free Wniting Prospectus, when considered together with the General Disclosure Package, included, includes or will
include an untrue statement of a matenal fact or omitted, omits or will omit 1o state a matenal facl necessary in order to
make the statements therein, in the light of the circumstances under which they were made, not misleading Neither the
Prospectus nor any amendment or supplement thereto (including any prospectus wrapper), as of 1ts 1ssue date, at the time
of any filing with the Commission pursuant to Rule 424(b), at the Closing Date or at any Date of Delivery, included,
mcludes or will include an untrue statement of a matenal fact or omitted, omits or will omit to state a matenal fact
necessary in order to make the statements theremn, mm the Light of the circumstances under which they were made, not
msleading

The representations and warranties n this subsection shall not apply to statements in or omussions from the
Registration Statement (or any amendment thereto), the General Disclosure Package or the Prospectus (or any amendment
or supplement thereto) made n rehance upon and in conformity with wnitten information furmished to the Company by
any Underwnter through Memll Lynch, Goldman Sachs or Credit Suisse expressly for use therein For purposes of this
Agreement, the only information so furmished shall be the information in the second paragraph under the heading
“Underwniting (Conflicts of Interest-Commussions and Expenses,” the information 1n the first and second paragraphs
under the heading “Underwnting (Conflicts of Interest}-Stabilization, Short Positions and Penalty Bids,” and the
mnformation under the heading “Underwnting {Conflicts of Interest}-Electronic Distribution” in each case contamned in the
Prospectus (collectively, the “Underwnter Information™)

(m)  Issuer Free Writing Prospectuses No Issuer Free Wniting Prospectus conflicts or will conflict with the
informanon contained in the Registration Statement or the Prospectus, and any preliminary or other prospectus deemed to
be a part thereof that has not been superseded or modified The Company has made available a Bona Fide Electronic Road
Show 1n compliance with Rule 433(d}8)(11) such that no filing of any “road show” (as defined in Rule 433(h)) 1s required
in connection with the offering of the Securities

{iv) Company Not Ineligible Issuer At the time of filing the Registration Statement and any post-effective
amendment thereto, at the earliest time thereafter that the Company or another offering participant made a bona fide offer
{within the meaning of Rule 164(h)(2) of the 1933 Act Regulations) of the Securities and at the date hereof, the Company
was not and 1s not an “ineligible 1ssuer,” as defined 1n Rule 405, without taking account of any determination by the
Commussion pursuant to Rule 405 that it 1s not necessary that the Company be considered an mehigible 1ssuer

(v) Independent Accountants The accountants who certified the financal statements and supporting schedules
included 1n the Registration Statement, the General Disclosure Package and the Prospectus are independent public
accountants with respect to the Company and 1ts subsidianes as required by the 1933 Act, the 1933 Act Regulations and
the Public Accounting Oversight Board

(v1) Financial Statements, Non-GAAP Financial Measures The financial statements included in the Registration
Statement, the General Disclosure Package and the Prospectus, together with the related schedules and notes, present
fairly m all matenal respects the financial




position of the Company and its consolidaied subsichianes at the dates indicated and the statement of operations,
stockholders’ equity and cash flows of the Company and its consohdated substdiaries for the penods specified, said
financial statements have been prepared in conformity with US generally accepted accounting principles (“GAAP”)
applied on a consistent basis throughout the periods involved, provided, however, that those financial statements that are
unaudited do not contain all footnotes that may be required under GAAP for annual financial statements The supporting
schedules, 1f any, present fairly in all material respects 1 accordance with GAAP the information required to be stated
theremm The selected financial data and the summary financial informauon included 1n the Registration Statement, the
General Disclosure Package and the Prospectus present fairly in all matenial respects the information shown theren and
have been compiled on a basis consistent with that of the audited financial statements mcluded therein Except as included
therein, no historical or pro forma financial statements or supporting schedules are required to be included or incorporated
by reference in the Registration Statement, the General Disclosure Package or the Prospectus under the 1933 Act or the
1933 Act Regulations All disclosures contained in the Registration Statement, the General Disclosure Package or the
Prospectus regarding “non-GAAP financial measures” (as such term 1s defined by the rules and regulations of the
Commisston) comply with Regulation G of the Securnities Exchange Act of 1934 (the “1934 Act”) and Item 10 of
Regulation S-K of the 1933 Act, to the extent applicable

(vi) No Material Adverse Change in Business Except as otherwise stated therem, since the respective dates as
of which information 1s given m the Registration Statement, the General Disclosure Package or the Prospectus, (A) there
has been no matenal adverse change, nor any development or event mvolving a prospective material adverse change, 1n
the condition (financial or other), business, properties or results of operations of the Company and 1ts subsidiaries
considered as one enterprise (a *“Material Adverse Effect”) and (B) there has been no dividend or distribution of any kind
declared, paid or made by the Company on any class of its capital stock

(vin) Good Standing of the Company The Company has been duly incorporated and 1s existing as a corporation
in good standing under the laws of the State of Delaware and has corporate power and authority to own 1its properties and
to conduct 1ts business as described 1n the Registration Statement, the General Disclosure Package and the Prospectus and
to enter into and perform 1ts obligations under this Agreement, and the Company is duly qualified as a foreign corporation
to transact business and 1s in goed standing 1n each other junsdiction in which such quahfication 1s required, whether by
reason of the ownership or leas:ng of propetty or the conduct of business, except where the fatlure so to qualify or to be n
good standing would not result in a Matenal Adverse Effect

(x) Good Standing of Subsidiaries Each subsidiary of the Company, other than those set forth on Schedule D
(each subsidiary other than those set forth on Schedule D, a “Subsidiary” and, collectively, the “Subsidiaries”) has been
duly organized and 15 validly existing m good standing under the laws of the junsdiction of its incorporation or
organization, has corporate or similar power and authorty to own, lease and operate its properties and to conduct 1ts
business as described m the Registration Statement, the General Disclosure Package and the Prospectus and 1s duly
qualified to transact business and 1s 1n good standing in each junisdiction in which such qualification 1s required, whether
by reason of the ownership or leasing of property or the conduct of business, except where the failure to so quahify or to
be in good standing would not result in a Material Adverse Effect All of the issued and outstanding capital stock or
partnership or membership interests of each Subsidiary has been duly authorized and validly 1ssued, 1s fully




paid and non-assessable and 1s owned by the Company (except 1n the case of any foreign subsidianes, for director’s
qualifying shares), directly or through subsidiaries, free and clear of any secunty interest, morigage, pledge, lien,
encumbrance, claim or equity, except as disclosed n the Registration Statement, the General Disclosure Package or the
Prospectus and other than with respect to secunty interests, pledges, liens, encumbrances and defects n place as of the
date hereof in connection with debt outstanding as disclosed in the General Disclosure Package The only subsidianies of
the Company are (A) the subsidiaries listed on Exhibit 21 to the Registration Statement and (B) certain other subsidiaries
which, considered 1n the aggregate as a single subsidiary, do not constitute a “significant subsidiary” as defined in Rule
1-02 of Regulation §8-X

(x) Capitahzation The authorized, 1ssued and outstanding shares of capital stock of the Company are as set
forth in the Registration Statement, the General Disclosure Package and the Prospectus 1n the column entitled “Actual”
under the caption “Capitalization” (except for subsequent 1ssuances, 1f any, since the date of the Company’s most recent
balance sheet and referred to in the Registration Statement, the General Disclosure Package and the Prospectus, pursuant
to this Agreement, pursuant to reservations, agreements or employee benefit plans referred to in the Registration
Statement, the General Disclosure Package and the Prospectus or pursuant to the exercise of convertible securities or
options referred to in the Registration Statement, the General Disclosure Package and the Prospectus and except for any
changes 1n connection with the authorized share increase and stock split as noted (n the column entitled “As Adjusted”
under the column “Capitalization™) The outstanding shares of capital stock of the Company have been duly authonzed
and validly 1ssued and are fully paid and non-assessable None of the outstanding shares of capital stock of the Company
were 1ssued 1n violation of the preemptive or other sumilar rights of any secunityholder of the Company

(x1)  Authonzation of Agreement This Agreement has been duly authorized, executed and delivered by the
Company

(xu) Authorization and Description of Secunities The Securities to be purchased by the Underwniters from the
Company have been duly authonized for 1ssuance and sale to the Underwniers pursuant to this Agreement and, when
1ssued and delivered by the Company pursuant to this Agreement against payment of the consideration set forth herein,
will be validly 1ssued and fully paid and non-assessable, and the 1ssuance of the Securities 1s not subject to the preemptive
or other simular nights of any securityholder of the Company The Common Stock cenforms in all material respects to all
statements relating thereto contained n the Registration Statement, the General Disclosure Package and the Prospectus
and such descniption conforms 1n all material respects to the rights set forth in the instruments defining the same No
holder of Securities will be subject to personal hability solely by reason of being such a holder

(xm)  Registration Rights There are no persons with registration rights or other similar nights to have any
secunities registered for sale pursuant to the Registration Statement or otherwise registered for sale or sold by the
Company under the 1933 Act pursuant to this Agreement, other than those rights that have been disclosed n the
Registration Statement, the General Disclosure Package and the Prospectus and have been waived

(x1v)  Absence of Violations, Defaults and Conflicts Except as disclosed 1n the Registration Statement, the
General Disclosure Package and the Prospectus, netther the Company




nor any of its Subsidiaries 1s (A) n violation of its charter, by-laws or similar organizational documents or (B) in default
mn the performance or observance of any obligation, agreement, covenant or condition contained m any contract,
indenture, loan or credit agreement, or other agreement or instrument to which the Company or any of its Subsidianes 1s a
party or by which 1t or any of them may be bound or to which any of the properties or assets of the Company or any
Subsidiary 1s subject (collectively, “Agreements and Instruments”), except for such defaults that would not, individually
or 1n the aggregate, result in a Matenal Adverse Effect The execution, delivery and performance of this Agreement and
the consummation of the transactions contemplated herein and in the Registration Statement, the General Disclosure
Package and the Prospectus (including the 1ssuance and sale of the Securities and the use of the proceeds from the sale of
the Securities as described therein under the caption “Use of Proceeds™ and compliance by the Company with its
obligations hereunder have been duly authorized by all necessary corporate action and (1) do not and will not, whether
with or without the giving of notice or passage of time or both, conflict with or constitute a breach of or violation of any
of the terms and provisions or default or Repayment Event (as defined below) under or pursuant to, the Agreements and
Instruments (except for such conflicts, breaches, violations, defaults or Repayment Events that would not, individually or
in the aggregate, result 1n a Maternial Adverse Effect), (1) nor will such action result 1n any violation of the provisions of
(a) the charter, by-laws or similar orgamizational document of the Company or any of its Subsidianes, or (b) any statute or
any rule, regulation or order of any arbitrator, court, governmental body, regulatory body, admimstrative agency or other
authority, body or agency having jurisdiction over the Company or any of 1ts Subsidiaries or any of their respective
properties, assets or operations {(each a “Governmental Entity™), except in the case of (11)(b) where such violation would
not, individually or in the aggregate, have a Material Adverse Effect As used herein, a “Repayment Event” means any
event or conditien which gives the holder of any note, debenture or other evidence of indebtedness {or any person acting
on such holder’s behalf} the right to require the repurchase, redemption or repayment of all or a portion of such
indebtedness by the Company or any of its Subs:idiaries

(xv) Absence of Labor Dispute No labor dispute with the employees of the Company or any of 1ts Subsidianes
ex1sts or, to the knowledge of the Company, 1s imminent, that would reasonably be expected 1o have a Matenial Adverse
Effect

(xvi)  Absence of Proceedings Except as disclosed in the Registraion Statement, the General Disclosure
Package and the Prospectus, there 1s no action, suit or proceeding before or brought by any Governmental Entity now
pending or, to the knowledge of the Company, threatened, against or affecting the Company or any of 1ts Subsidiaries that,
if determined adversely to the Company or any of 1ts Subsidianies, would reasonably be expected, individually or in the
aggregate, to have a Matenal Adverse Effect, or which would reasonably be expected to materially and adversely affect
the consummation of the transactions contemplated 1n this Agreement or the performance by the Company of its
obligations hereunder

(xv)  Accuracy of Exhibits There are no contracts or documents which are required to be descnibed in the
Registration Statement, the General Disclosure Package or the Prospectus or to be filed as exhibits to the Registration
Statement which have not been so described and filed as required

(xvin)  Absence of Further Requirements No filing with, or authonzation, approval, consent, license, order,
registration, qualification or decree of, any Governmental Entity 1s




necessary or required for the performance by the Company of its obligations hereunder, 1n connection with the offering,
1ssuance or sale of the Secunties hereunder or the consummation of the transactions contemplated by this Agreement,
except (A) such as have been already obtained or as may be required under the 1933 Act, the 1933 Act Regulations, the
rules of the New York Stock Exchange, state securnities laws or the rules of FINRA, 1n each case, in connection with the
transactions contemplated hereby, (B) such as will have been obtained on or prior to the Closing Time, (C) such as have
been obtained under the laws and regulations of junsdictions outside the Umted States in which the Reserved Securities
were offered, and (D) such filings with, or authorizations, approvals, consents, licenses, orders, registrations,
qualifications or decrees as would not matenally adversely affect the Underwnters or as would not have a Material
Adverse Effect

(x1x)  Possession of Licenses and Permuts The Company and 1ts Subsidianies possess adequate certificates,
authorities or permuts 1ssued by the appropriate Governmental Entities necessary to conduct the busmess now operated by
them, except where the failure so to possess would not dividually or in the aggregate, have a Material Adverse Effect,
and have not received any wrnitten notice of proceedings which are outstanding or unresolved relating to the revocation or
modification of any such certificate, authority or permit that, 1f determined adversely to the Company or any of s
Substdiaries, would individually or in the aggregate have a Matenial Adverse Effect

(xx) Tutle to Property The Company and 1ts Subsidiaries have good and marketable title to all real property
owned by them and good title to all other tangible property owned by them, in each case, free from hens, encumbrances
and defects except (A) such as are described 1n the Registration Statement, the General Disclosure Package and the
Prospectus (B} for security interests securing Agreements and Instruments that are described in the Registration
Statement, the General Disclosure Package and the Prospectus or (C) such as do not, individually or in the aggregate, have
a Material Adverse Effect, and, all of the leases and subleases which are in the aggregate material to the business of the
Company and 1ts Subsidiaries, considered as one enterprise, and under which the Company or any of its Subsidiaries
helds tangible property described in the Registration Statement, the General Disclosure Package and the Prospectus, are in
full force and effect, except as would not, individually or 1n the aggregate, have a Material Adverse Effect, and neither the
Company nor any of 1ts Subsidiaries has received any written notice of any claim that has been asserted by anyone
adverse to the rights of the Company or any of its Subsidiaries under any of the leases or subleases mentioned above,
which claim would individually or in the aggregate, reasonably be expected to have a Matenal Adverse Effect

{xx1) Possession of Intellectual Property The Company and 1ts Subsidiaries own or possess, or can acquire on
reasonable terms, adequate patents, patent rights, licenses, inventions, copyrights know-how (including trade secrets and
other unpatented and/or unpatentable proprietary or confidential information, systems or procedures), trademarks, service
marks, trade names or other intellectual property (collectively, “Intellectual Property”) necessary to carry on the business
now operated by them, except for the lack of which individually or in the aggregate would not have a Material Adverse
Effect and neither the Company nor any of 1ts Subsidiaries has received any written notice of any infringement of or
conflict with asserted rights of others with respect to any Intellectual Property that, if determined adversely to the
Company or any of its Subsidiaries, would, individually or in the aggregale, result in a Material Adverse Effect




(xxn) Environmental Laws Except as described m the Registration Statement, the General Disclosure Package
and the Prospectus or would not, individually or n the aggregate, result in a Material Adverse Effect, to the best
knowledge of the Company, neither the Company nor any of its subsidiaries (A) 1s 1n violation of any statute, rule,
regulation, decision or order of any governmental agency or body or any court, domestic or foreign, relating to protection
of or restoration of the environment or human exposure to hazardous or toxic substances (collectively, “Environmental
Laws™), (B) owns or operates any real property contaminated with any hazardous or toxic substances, or 15 liable for any
off-site disposal or contamination pursuant to any Environmental Laws or (C} 15 subject to any claim relating to any
Environmental Laws, and the Company 1s not aware of any pending 1nvestigation which might lead to such a claim, which
violation, contamination, liability or claim would ndividually or in the aggregate have a Material Adverse Effect

(xxm) Accounting Controls and Disclosure Controls The Company, together with 1ts subsidiaries (except VAG
Holding GmbH and its subsidiaries), maintan effective internal control over financial reporting (as defined under Rule
13-al5 and 15d-15 under the rules and regulations of the Commusston under the 1934 Act {the “1934 Act Regulations™))
and a system of internal accounting controls sufficient to provide reasonable assurances that (A) transactions are executed
in accordance with management’s general or specific authonzation, (B) transactions are recorded as necessary to permit
preparation of financial statements n conformity with GAAP and to mamntain accountability for assets, (C) access to
assets 1s permitted only in accordance with management’s general or specific authorization, and (D} the recorded
accountability for assets 1s compared with the existing assets at reasonable (ntervals and appropnate action 13 taken with
respect to any differences Except as described in the Registration Statement, the General Disclosure Package and the
Prospectus, since the end of the Company’s most recent audited fiscal year, there has been (1) no material weakness in the
Company's internal control over financial reporting (whether or not remediated} and {2) no change in the Company’s
internal control over financial reporting that has matenally affected, or 18 reasonably likely to materially affect, the
Company’s mtemnal control over financial reporting The Company, together with 1ts consolidated subsidiaries (except
VAG Holding GmbH and 1ts subsidiaries), employ disclosure controls and procedures that are designed to ensure that
information required to be disclosed by the Company 1n the reports that 1t files or subrmts under the 1934 Act 1s recorded,
processed, summarized and reported, within the time periods specified mn the Commnussion’s rules and forms, and 15
accumulated and communicated to the Company's management, ncluding its principal executive officer or officers and
principal financial officer or officers, as appropnate, to allow umely decisions regarding disclosure

(xx1v) Compliance with the Sarbanes-Oxley Act The Company has taken all necessary actions to ensure that,
upon the effectiveness of the Registration Statement, 1t will be in comphance m all material respects with all applicable
provisions of the Sarbanes-Oxley Act of 2002 and all rules and regulations promulgated thereunder or implementing the
applicable provisions thereof (the “Sarbanes-Oxley Act”) that are then n effect and with which the Company 1s required
to comply as of the effectiveness of the Registration Statement

(xxv) Payment of Taxes Except as would not, individually or in the aggregate, have a Matenial Adverse Effect
(1) all tax returns of the Company and its Subsidianies required by law to be filed have been filed and all taxes shown by
such retumns or otherwise assessed, which are due and payable, have been paid, except, in each case, with respect to
matters contested 1n good




faith and for which adequate reserves have been provided, and (2) the charges, accruals and reserves on the books of the
Company n respect of any income and corporation tax liability for any years not finally determined are adequate under
GAAP

{(xxv1)  Insurance Except as disclosed in the Regisiration Statement, the General Disclosure Package and the
Prospectus, the Company and 1ts Subsidiaries carry or are entitled to the benefits of insurance 1n such amounts and
covering such risks as 1s generally maintained by companies of established repute engaged n the same or similar business,
and all such nsurance 1s 1n full force and effect, except where the failure to be so insured would not, individually or in the
aggregate have a Matenial Adverse Effect The Company has no reason to believe that 1t or any of i1ts Subsihanies will not
be able {A) to renew 1ts existing insurance coverage as and when such policies expire except where any nonrenewal would
not individually or 1n the aggregate result in a Matenal Adverse Effect or (B) to obtain comparable coverage from similar
institutions as may be necessary or appropriate to conduct 1ts business as now conducted and at a cost that would not
result in a Material Adverse Effect Neither the Company nor any Subsidiary has been demed any insurance coverage
which 1t has sought or for which 1t has applied except where any demial would not individually or in the aggregate have a
Material Adverse Effect

(xxvn} Investment Company Act The Company 1s not required, and upon the 1ssuance and sale of the
Secunities as herein contemplated and the application of the net proceeds therefrom as described in the Registration
Statement, the General Disclosure Package and the Prospectus will not be required, to register as an “investment
company” under the Investment Company Act of 1940, as amended (the 1940 Act™)

(xxvin) Absence of Mampulation The Company has not taken, nor will the Company take, directly or
tndirectly, any action which 1s designed, or would reasonably be expected, to cause or result i, or which constitutes, the
stabilization or manipulation of the price of any security of the Company to facilitate the sale or resale of the Securities

(xx1x) Foreign Corrupt Practices Act Money Laundermg Laws OFAC  Each of the Company, and its
Subsidianes and, to the Company’s knowledge, any of their respective officers, directors, supervisors, managers, agents or

employees, has not violated, 1ts participation n the offennng will not violate, its use of the net proceeds recetved n
connection with this offering in the manner described in the “Use of Proceeds™ section of the Registration Statement, the
General Disclosure Package and the Prospectus will not violate, and 1t has instituted and maintamns policies and
procedures designed to ensure and which are reasonably expected to ensure, continued comphance with each of the
following laws {a) anti-bribery laws, including but not lumited to, the US Foreign Corrupt Practices Act of 1977, as
amended, and the rules and regulations thereunder {the “FCPA™) including, without limitation, making use of the mails or
any means or instrumentality of interstate commerce corruptly in furtherance of an offer, payment, promise to pay or
authorization of the payment of any money, or other property, gift, promise to give, or authonzation of the giving of
anything of value to any “foreign official” (as such term s defined in the FCPAY) or any foreign political party or official
thereof or any candidate for foreign political office, in contravention of the FCPA, or any other law, rule or regulation of
similar purpose and scope (b) apphicable financial recordkeeping and reporting requirements of the Currency and Foreign
Transactions Reporting Act of 1970, as amended, the money laundenng statutes of all junsdictions 1 which the Company
and its Subsidiaries do business, the rules and regulations thereunder and any related or similar rules, regulations or
guwidelines, 1ssued, administered or




enforced by any Governmental Entity (collectively, the “Money Laundenng Laws™) and no action, suit, or proceeding by
or before Governmental Entity involving the Company or any of 1ts Subsidiaries with respect to the Money Laundering
Laws 1s pending, or to the knowledge of the Company, threatened, and (c) laws and regulations imposing U S econemic
sanctions measures or any orders or licenses 1ssued thereunder, and none of the Company, any of 1ts Subsidiaries ar, to the
knowledge of the Company, any director, officer, agent, employee, affiliate or other person acting on behalf of the
Company or any of 1ts Subsidiaries 1s currently the subject of any U § sanctions admmstered by the Office of Foreign
Assets Control of the US Treasury Department (“OFAC™), and the Company will not directly or indirectly use the
proceeds of the sale of the Secunties, or lend, contribute or otherwise make available such proceeds to any of its
Subsidiares, joint venture partners or other persen, for the purpose of financing the activities of any person currently
subject to any U § sanctions admimstered by OFAC

(xxx)  Sales of Reserved Securities In connection with any offer and sale of Reserved Secunties outside the
United States, the Prospectus, any prospectus wrapper and any amendment or supplement therelo, at the time 1t was filed,
complied and will comply 1n ail matenal respects with any applicable laws or regulations of foreign jurisdictions in which
the same 1s distributed The Company has not offered, or caused the Representatives to offer, Reserved Securnities to any
person with the specific intent to unlawfully influence (1) a customer or supplier of the Company or any of us affiliates to
alter the customer’s or supplier’s level or type of business with any such entity or {u) a trade journalist er publication to
write or publish favorable information about the Company or any of its affihates, or their respective businesses or
products

(xxx1) Lending Relauonship Except as disclosed in the Regisiration Statement, the General Disclosure Package
and the Prospectus, the Company does not have any material lending or other relationship with any bank or lending
affiliate of any Underwriter

(xxxn) Statistical and Market-Related Data Any statistical and market-related data included in the Registration
Statement, the General Disclosure Package or the Prospectus are based on or derived from sources that the Company
believes to be rehable and accurate 1n all material respects and, to the extent required, the Company has obtained the
written consent to the use of such data from such sources

(c) Officer's Certificates Any certificate signed by any officer of the Company or any of 1ts subsicharies
delivered to the Representatives or to counsel for the Underwriters shall be deemed a representation and warranty by the
Company to each Underwriter as to the matters covered thereby

{d) Issuer Free Wrniting Prospectuses Each Underwnter represents and agrees that unless 1t obtamns the prior
written consent of the Company and the Representatives, 1t will not make any offer relating to the Secunties that would
constitute an Issuer Free Wnting Prospectus or that would otherwise constitute a “free wniting prospectus,” or a portion
thereof, required to be filed by the Company with the Commussion or retained by the Company under Rule 433, provided
that the Representatives will be deemed to have consented to the [ssuer Free Wniting Prospectuses listed on Schedule C-2
hereto and any “road show that is a written communication” within the meaning of Rule 433(d)}(8)(1) that has been
reviewed by the Representatives




SECTION 2 Sale and Delivery to Underwriters. Closing

(a) [mnal Securities  On the basis of the representations and warranties herein contained and subject to the
terms and conditions herein set forth, the Company agrees to sell to each Underwriter, severally and not jointly, and each
Underwriter, severally and not jointly, agrees to purchase from the Company, at the price per share set forth in Schedule
A, that proportion of the number of [nitial Securities set forth in Schedule B opposite the name of the Company, which the
number of Initial Securities set forth in Schedule A opposite the name of such Underwriter, plus any additional number of
Initial Securities which such Underwriter may become obligated to purchase pursuant to the provisions of Section 10
hereof, bears to the total number of Imnal Secunities, subject, 1n each case, to such adjustrments among the Underwriters as
Mermll Lynch, Goldman Sachs and Credit Suisse 1n their sole discretion shall make to eliminate any sales or purchases of
fractional shares

{(b)  Option Securities In addition, on the basis of the representations and warranties herein contained and
subject to the terms and conditions herein set forth, the Company hereby grants an option to the Underwriters, severally
and not jointly, to purchase up to an additional 3,552,631 shares of Common Stock, as set forth in Schedule B, at the price
per share set forth in Schedule A, less an amount per share equal to any dividends or distributions declared by the
Company and payable on the Initial Securnities but not payable on the Option Secunties The option hereby granted may
be exercised for 30 days after the date hereof and may be exercised in whole or in part from time to time upon written
notice by the Representatives to the Company setting forth the number of Option Secuniues as to which the several
Underwniters are then exercising the option and the time and date of payment and delivery for such Opuion Securities
Any such time and date of delivery {(a “Date of Delivery™) shall be determined by the Representatives, but shall not be
later than seven full business days after the exercise of said option, nor m any event prior to the Closing Time If the
option 15 exercised as to all or any portion of the Option Securities, each of the Underwniters, acting severally and not
Jomntly, will purchase that proportion of the total number of Option Securities then being purchased which the number of
Initial Secunties set forth in Schedule A opposite the name of such Underwniter bears to the total number of Intial
Secunties, subject, 1n each case, to such adjustments as Memll Lynch, Goldman Sachs and Credit Suisse n their sole
discretion shall make to eliminate any sales or purchases of fractional shares

(c} Paymenmt Payment of the purchase price for, and dehivery of certificates for, the Imitial Securities shall be
made at the offices of Davis Polk & Wardwell LLP, or at such other place as shall be agreed upon by the Representatives
and the Company, at 00 AM (New York City time) on the third (fourth, 1f the pricing occurs after 4 30 PM  (New
York City time) on any given day) business day after the date hereof (unless postponed 1n accordance with the provisions
of Section 10), or such other time not later than ten business days afier such date as shall be agreed upon by the
Representatives and the Company (such time and date of payment and delivery being herein called “Closing Time™)

In addition, 1n the event that any or all of the Option Securities are purchased by the Underwriters, payment of the
purchase pnice for, and dehvery of certificates for, such Option Securties shall be made at the above-mentioned offices, or
at such other place as shall be agreed upon by the Representatives and the Company, on each Date of Delivery as
specified mn the notice from Memnlil Lynch, Goldman Sachs and Credit Suisse to the Company

Payment shall be made to the Company by wire transfer of mmmediately available funds to bank accounts
designated by the Company agamst delivery to the Representatives for the respective accounts of the Underwriters of
certificates for the Securities to be purchased by them It is understood that each




Underwriter has authorized the Representatives, for its account, to accept delvery of, receipt for, and make payment of
the purchase price for, the Initial Secunties and the Option Securities, if any, which 1t has agreed to purchase Each of
Mernll Lynch, Goldman Sachs and Credit Suisse, individually and not as representative of the Underwniters, may (but
shall not be obligated to) make payment of the purchase price for the Imtial Secunines or the Option Securittes, 1f any, to
be purchased by any Underwriter whose funds have not been recetved by the Closing Time or the relevant Date of
Delivery, as the case may be, but such payment shall not relieve such Underwriter from 1ts obligations hereunder

(d) Appomtment of Qualified Independent Underwriter The Company hereby confirms its engagement of Credit
Swisse as, and Credit Suisse hereby confirms its agreement with the Company to render services as, a “qualified
mdependent underwriter” within the meaning of FINRA Rule 5121 (or any successor rule) adopted by FINRA (“Rule
5121™) with respect to the offering and sale of the Secunities Credit Suisse, solely 1n 1ts capacity as qualified independent
underwriter and not otherwise, 1s teferred 1o heremn as the “QIU ™

SECTION 3 Covenants of the Company The Company covenants with each Underwniter as follows

(a) Comphance with Securities Regulations and Commussion Reguests The Company, subject to Section 3(b),
will comply with the requirements of Rule 430A, and will notify the Representatives promptly after recerving notice
thereof, 1 when any post-effective amendment to the Registration Statement shall become effective or any amendment or
supplement to the Prospectus shall have been filed, 2 of the receipt of any comments from the Commussion, 3 of any
request by the Commussion for any amendment to the Registration Statement or any amendment or supplement to the
Prospectus or for addiional information related thereto, 4 of the issuance by the Commission of any stop order
suspending the effectiveness of the Registration Statement or any post-effective amendment or of any order preventing or
suspending the use of any preliminary prospectus or the Prospectus, or of the suspension of the qualification of the
Securities for offering or sale 1 any junsdiction, or of the mtiation or threatening of any proceedings for any of such
purposes or of any examination pursuant to Section 8(d) or 8(e) of the 1933 Act concerning the Regisiration Statement
and 5 1f the Company becomes the subject of a proceeding under Secuon 8A of the 1933 Act in connection with the
offering of the Securities The Company will effect all filings required under Rule 424(b), in the manner and within the
time period required by Rule 424(b) (without rehance on Rule 424(b)(8)}, and will take such steps as it deems necessary
to ascertain promptly whether the form of prospectus transmitted for filing under Rule 424(b) was received for filing by
the Commission and, in the event that it was not, 1t will promptly file such prospectus The Company will use reasonable
best efforts to prevent the 1ssuance of any stop order, prevention or suspension and, 1f any such order 1s 1ssued, to obtain
the lifting thereof as soon as practicable

(b) Conninued Compliance with Securities Laws The Company will comply with the 1933 Act and the 1933 Act
Regulations so as to permit the completion of the distnibution of the Securnities as contemplated in this Agreement and n
the Registration Statement, the Generai Disclosure Package and the Prospectus If at any time when a prospectus relating
to the Securnities 1s (or, but for the exception afforded by Rule 172 of the 1933 Act Regulations {“Rule 172"), would be)
required by the 1933 Act to be delivered 1n connection with sales of the Securities, any event shall occur or condition shall
exist as a result of which 1t 15 necessary, 1n the opinion of counsel for the Underwnters or for the Company, to 6 amend
the Registration Statement in order that the Registration Statement wiil not include an untrue statement of a matenal fact
or omit to state a material fact required to be stated therein or necessary to make the statements theremn not misleading, 7
amend or supplement the General Disclosure Package or the Prospectus in order that the




General Disclosure Package or the Prospectus, as the case may be, will not include any untrue statement of a matenal fact
or omit to state a material fact necessary in order to make the statements therein not misleading 1n the lhight of the
circumstances existing at the time 1t 15 delivered to a purchaser or 8 amend the Registration Statement or amend or
supplement the General Disclosure Package or the Prospectus, as the case may be, in order to comply with the
requirements of the 1933 Act or the 1933 Act Regulations, the Company will promptly (A} give the Representatives
notice of such event, (B) prepare any amendment or supplement as may be necessary to correct such statement or
onussion or to make the Registration Statement, the General Disclosure Package or the Prospectus comply with such
requirements and, a reasonable amount of time prior to any proposed filing or use, furmsh the Representatives with copies
of any such amendment or supplement and (C) file with the Commission any such amendment or supplement, provided
that the Company shall not file or use any such amendment or supplement to which the Representatives or counsel for the
Underwriters shall reasonably object The Company will furnish to the Underwriters such number of copies of such
amendment or supplement as the Underwniters may reasonably request The Company has given the Representatives
notice of any filings made pursuant to the 1934 Act or 1934 Act Regulations within 48 hours prier to the Applicable
Time, the Company will give the Representatives notice of 1ts intention to make any such filing from the Applicable Time
to the Closing Time and will furnish the Representatives with copies of any such documents a reasonable amount of time
prior to such proposed filing, as the case may be, and will not file or use any such decument to which the Representatives
or counsel for the Underwriters shall reasonably object

(¢) Delvery of Registration Statements The Company has furmished or will deliver to the Representatives and
counsel for the Underwniters, without charge, signed copies of the Registration Statement as oniginally filed and each
amendment thereto (including exhibuts filed therewith) and, 1f requested, signed copies of all consents and certificates of
experts, and will also deliver to the Representatives, without charge, a conformed copy of the Registration Statement as
originally filed and each amendment thereto (without exhibits) for each of the Underwnters The copies of the
Registration Statement and each amendment thereto furnished to the Underwriters will be wdentical to the electronically
transmitted copies thereof filed with the Commussion pursuant to EDGAR, except to the extent permitted by Regulation
S-T

(d) Delrvery of Prospectuses The Company has defivered to each Underwnter, without charge, as many copies
of each preliminary prospectus as such Underwriter reascnably requested, and the Company hereby consents to the use of
such copies for purposes permutted by the 1933 Act The Company will furnish to each Underwriter, without charge,
during the period when a prospectus relating to the Securities 1s (or, but for the exception afforded by Rule 172, would be)
required to be delivered under the 1933 Act, such number of copies of the Prospectus {(as amended or supplemented) as
such Underwnter may reasonably request The Prospectus and any amendments or supplements thereto furnished to the
Underwriters will be 1dentical to the electromically transmmited copies thereof filed with the Commuission pursuant to
EDGAR, except 1o the extent permitted by Regulation S-T

(e) Blue Sky Qualifications  The Company will use its reasonable best efforts, in cooperation with the
Underwriters, to qualify the Secunities for offering and sale under the applicable securities laws of such states and other
junisdictions (domestic or foreign) as the Representatives may designate and to mamntain such qualifications n effect so
long as required to complete the distnibution of the Securnities, provided, however, that the Company shall not be obhgated
to file any general consent to service of process or to quahfy as a foreign corporation or as a dealer in securities n any
Jurisdiction in which 1t 1s not so qualified or to subject 1tself to taxation in respect of doing business n any jurisdiction 1n
which 1t 1s not otherwise so subject




(f) Rule 158 The Company will timely file such reports pursuant to the 1934 Act as are necessary mn order to
make generally available to its secuntyholders as soon as practicable an earnings statement for the purposes of, and to
provide to the Underwriters the benefits contemplated by, the last paragraph of Section 11{a) of the 1933 Act

(g) Use of Proceeds The Company will use the net proceeds recetved by 1t from the sale of the Securities in the
manner specified in the Registration Statement, the General Disclosure Package and the Prospectus under “Use of
Proceeds ”

(h) Listing The Company will use 1ts reasonable best efforts to effect and maintain the histing of the Common
Stock (including the Securities) on the New York Stock Exchange

(1) Restriction on Safe of Securities Dunng a period of 180 days from the date of the Prospectus, the Company
will not, without the prior wrtten consent of Mernill Lynch, Goldman Sachs and Credit Suisse, 9 directly or indirectly,
offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant
any option, right or warrant to purchase or otherwise transfer or dispose of any shares of Common Stock or any securities
convertible 1nto or exercisable or exchangeable for Common Stock or file any registration statement under the 1933 Act
with respect to any of the foregoing or 10 enter into any swap or any other agreement or any transaction that transfers, in
whole or 1n pant, directly or indirectly, the economic consequence of ownership of the Commeon Stock, whether any such
swap or transaction described 1n clause (1) or (1) above 1s to be settled by delivery of Common Stock or such other
securities, in cash or otherwise The foregoing sentence shall not apply to (A) the Securities to be sold hereunder, {B) any
shares of Common Stock 1ssued by the Company upon the exercise of an option or warrant or the conversion or exchange
of a convertible or exchangeable secunity outstanding on the date hereof and referred to generally in the Registration
Statement, the General Disclosure Package and the Prospectus, including shares of Common Stock registered on any
registration statement on Form S-8 under the 1933 Act with respect to the foregoing, (C) any shares of Common Stock
1ssued or options to purchase Common Stock granted pursuant to existing employee benefit plans of the Company
existing on or approved on or prior to the Closing Date and referred to generally 1n the Registration Statement, the
General Disclosure Package and the Prospectus, including shares of Common Stock registered on any registration
statement on Form S-8 under the 1933 Act with respect to the foregomg, (D) any shares of Common Stock 1ssued
pursuant to any non-employee director stock plan or dividend reinvestment plan existing on or approved on or prior to the
Closing Date and referred to generally in the Registration Statement, the General Disclosure Package and the Prospectus,
including shares of Common Stock registered on any registration statement on Form S-8 under the 1933 Act with respect
to the foregoing, or (E) any shares of Common Stock 1ssued by the Company to owners of businesses which the Company
has acquired or may acquire in the future, whether by merger, acquisition of assets or capital stock or otherwise, as
consideration for the acquisition of such businesses or to management employees of such businesses in connection with
such acquisitions, provided that no more than an aggregate of 5% of the number of shares of Commeon Stock outstanding
as of the Closing Time are 1ssued as consideration in connection with all such acquisitions, provided further, that Mernll
Lynch, Goldman Sachs and Credit Suisse receive a signed lock up agreement 1n substantially the form of Exhibit A hereto
for the balance of the 180-day restnicted period (including any 18-day extension thereof as provided for in this clause (1)
from the recipients that are affiliates or management employees of the Company recerving Common Stock n connection
with such acquisitions, including such shares registered on Form S—4 under the 1933 Act Notwithstanding the foregoing,
if (1) during the last 17 days of the 180-day restricted period the Company 1ssues an earnings release or material news or a
material event relating to the Company occurs or (2) prior to the expiration of the 180-day restricted peniod, the Company
announces that 1t will 1ssue an earnings release or becomes aware that matenial news or a material event will occur during
the 16-




day period beginning on the last day of the 180-day restricted period, the restrictions imposed in this clause (1) shall
continue to apply until the expiration of the 18-day period beginning on the date of the 1ssuance of the earnings release or
the occurrence of the materal news or material event, unless Merrill Lynch, Goldman Sachs and Credit Swsse waive 1n
wriling, such extension

() If Memll Lynch, Goldman Sachs and Credit Swisse, 1n their sole discretion, agree to release or waive the
restrictions set forth in a lock-up agreement described in Section 5(k) hereof for an officer or director of the Company and
provides the Company with notice of the impending release or waiver at least three business days before the effective date
of the release or warver, the Company agrees to announce the impending release or waiver by a press release substantially
in the form of Exhibit C hereto through a major news service at least two business days before the effective date of the
release or waiver

(k)Y Reporting Regquirements The Company, during the period when a Prospectus relating to the Securtties 1s
(or, but for the exception afforded by Rule 172, would be) required to be delivered under the 1933 Act, will file all
documents required to be filed with the Commission pursuant to the 1934 Act within the time penods required by the
1934 Act and 1934 Act Regulations Additionally, the Company shall report the use of proceeds from the 1ssuance of the
Shares as may be required under Rule 463 under the 1933 Act

() Issuer Free Wriing Prospectuses The Company agrees that, unless 1t obtains the prior written consent of the
Representatives, 1t will not make any offer relating to the Securities that would constitute an Issuer Free Writing
Prospectus or that would otherwise constitute a “free writing prospectus,” or a portion thereof, required to be filed by the
Company with the Commission or retained by the Company under Rule 433, provided that the Representatives will be
deemed to have consented to the Issuer Free Wniting Prospectuses tisted on Schedule C-2 hereto and any “road show that
15 a written communication” within the meaning of Rule 433(d)(8)(1) that has been reviewed by the Representatives The
Company represents that it has treated or agrees that it will treat each such free writing prospectus consented to, or
deemed consented to, by the Representatives as an “issuer free writing prospectus,” as defined i Rule 433, and that 1t has
complied and will comply with the applicable requirements of Rule 433 with respect thereto, including timely filing with
the Commussion where required, legending and record keeping If at any time following i1ssuance of an Issuer Free
Wnting Prospectus there occurred or occurs an event or development as a result of which such issuer Free Writing
Prospectus conflicted or would conflict with the information contained in the Registration Statement, any preliminary
prospectus or the Prospectus or included or would 1nclude an untrue statement of a material fact or omitted or would omit
to state a material fact necessary 1n order to make the statements therein, in the light of the circumstances existing at that
subsequent time, not misleading, the Company will promptly notify the Representatives and will promptlty amend or
supplement, at its own expense, such Issuer Free Writing Prospectus to eliminate or correct such conflict, untrue statement
Or 0mIiss1on

SECTION 4 Payment of Expenses

(a) Expenses The Company covenants and agrees with the several Underwriters that the Company will pay or
cause to be paid all expenses incident to the performance of their obligations under this Agreement, including 11 the
preparation, printing and filing of the Registration Statement (including financial statements and exhibits) as oniginally
filed and each amendment thereto, 12 the preparatton, printing and delivery to the Underwnters of copies of each
preliminary prospectus, each Issuer Free Writing Prospectus and the Prospectus and any amendments or supplements
thereto, as may, 1n each case, be reasonably requested for use in connection with the offer and sale of the Secunties and
any costs associated with electronic delivery
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of any of the foregoing by the Underwniters to investors, 13 the preparation, 1ssuance and delivery of the certificates for
the Secunities to the Underwniters, including any stock or other transfer taxes and any stamp or other duties payable upon
the sale, 1ssuance or delivery of the Securities to the Underwnters, 14 the fees and disbursements of the Company’s
counsel, accountants and other advisors, 15 the fees and expenses of any transfer agent or registrar for the Securities, 16

the costs and expenses of the Company relating 10 investor presentattons on any “road show” undertaken 1n connection
with the marketing of the Secunties, including without hmatation, expenses associated with the production of road show
shdes and graphics, fees and expenses of any consultants engaged 1n connection with the road show presentations, travel
and lodging expenses of the representatives and officers of the Company and any such consultants {for the avoidance of
doubt, the Underwniters will pay or cause to be paid travel and lodging expenses of the tepresentatives and officers of any
Underwriter), and 50% of the cost of aircraft and other transportation chartered in connection with the road show, 17 the
filing fees incident to, and the fees and disbursements of counsel to the Underwnters in connection with, the review by
FINRA of the terms of the sale of the Secunities, 18 the fees and expenses incurred i connection with the hsung of the
Securities on the New York Stock Exchange and 19 all costs and expenses of the Underwniters, including the reasonable
fees and disbursements of counsel for the Underwriters, in connection with matters related to the Reserved Securities
which are designated by the Company for sale to Invitees, provided that the fees and disbursements of counsel to the
Underwriters pursuant to clauses (vi1) and (1x) of this Section 4(a), in the aggregate, shall not exceed $75,000 It s
understood that, except as expressly provided in this Section 4 and Section 6, the Underwniters shall pay all their costs and
expenses, including fees and disbursements of their counsel, and travel and other expenses of the Underwniters
connection with the sale and distribution of the Securities

(b) Termnation of Agreement 1If this Agreement 1s terminated by the Representatives, other than as a result of
the occurrence of any event specified i clauses (1), (iv), (v) or (v1) of Section 9(a), the Company shall reimburse the
Underwnters for all of their reasonable, properly documented out-of-pocket expenses, including the reasonable fees and
disbursements of counsel for the Underwriters

SECTION 5 Conditions of Underwriters’ Obhigations The obligations of the several Underwniters hereunder
are subject to the accuracy of the representatiens and warranties of the Company contained herein or in certificates of any
officer of the Company or any of 1ts subsidaries delivered pursuant to the provisions hereof, to the performance by the
Company of its covenants and other obligations hereunder, and to the following further conditions

(a) Effectiveness of Registration Statement, Rule 4304 Information The Registration Statement, including any
Rule 462(b) Registration Statement, has become effective and at Closing Time no stop order suspending the effectiveness
of the Registration Statement or any post-effective amendment thereto has been 1ssued under the 1933 Act, no order
preventing or suspending the use of any preliminary prospectus or the Prospectus has been 1ssued and no proceedings for
any of those purposes have been mstituted or are pending or, to the Company’s knowledge, contemplated by the
Commussion, and the Company has complied with each request (1f any) from the Commussion for additional information
A prospectus containing the Rule 430A Information shall have been filed with the Commission in the manner and within
the time frame required by Rule 424(b) without rehance on Rule 424(b)(8) or a post-effective amendment providing such
information shall have been filed with, and declared effective by, the Commission in accordance with the requirements of
Rule 430A

(b Opnton of Counsel for Company and Negative Assurance Letter At the Closing Time, the Representatives
shall have received the favorable opinion, dated the Closing Time, of O'Melveny & Myers LLP, counsel for the
Company, substantially to the effect set forth i Exhibit A-1 hereto together with signed




or reproduced copies of such letter for each of the other Underwriters At the Closing Time, the Representatives shall have
received a negative assurance letter of O’Melveny & Myers LLP, counsel to the Company, substantially to the effect set
forth in Exhibit A-2 hereto

(¢) Opwmon of Parricia M Whaley At the Closing Time, the Representatives shall have received the favorable
opinion, dated the Closing Time, of Patricia M Whaley, General Counsel of the Company, substantially to the effect set
forth in Exhibit A-3 hereto together with signed or reproduced copies of such letter for each of the other Underwniters

(dy  Opinion of Counsel for Underwruers At the Closing Time, the Representatives shall have recetved the
favorable opimon, dated the Closing Time, of Davis Polk & Wardwell LLP, counsel for the Underwniters, together with
signed or reproduced copies of such letter for each of the other Underwriters with respect to such matters as the
Representatives may require In giving such opinion such counsel may rely, as to all matters governed by the laws of
Jurisdictions other than the law of the State of New York, the General Corporation Law of the State of Delaware and the
federal securities laws of the United States, upon the opintons of counsel satisfactory to the Representatives Such counsel
may also state that, insofar as such opinion involves factual matters, they have relied, to the extent they deem proper, upon
certificates of officers and other representatives of the Company and 1ts subsidianes and certificates of public officials

(e  Officers’ Certificate At the Closing Time, there shall not have been, since the date hereof or since the
respective dates as of which mformation 15 given in the Registration Statement, the General Disclosure Package or the
Prospectus, any Material Adverse Effect, and the Representatives shall have received a certificate of the Chief Executive
Officer or the President of the Company and of the chief financial or chief accounting officer of the Company, dated the
Closing Time, to the effect that 20 there has been no such Matenal Adverse Effect, 21 the representations and warranties
of the Company 1n this Agreement are true and correct with the same force and effect as though expressly made at and as
of the Closing Time (except to the extent such representations and warranties expressly relate to an earlier date, in which
case, as of such earlier date), 22 the Company has complied with all agreements and satisfied all conditions on 1ts part to
be performed or satisfied at or prior to the Closing Time, and 23 no stop order suspending the effectiveness of the
Registration Statement under the 1933 Act has been 1ssued, no order preventing or suspending the use of any preliminary
prospectus or the Prospectus has been 1ssued and no proceedings for any of those purposes have been instituted or are
pending or, to their knowledge, threatened by the Commuission

() Reserved

{g) Accountant’s Comfort Letter Al the time of the execution of this Agreement, the Representatives shall have
received from Emst & Young LLP a letter, dated such date, in form and substance reasonably satisfactory to the
Representatives, together with signed or reproduced copies of such letter for each of the other Underwriters containing
statements and information of the type ordinarily included in accountants’ “comfort letters” to underwriters with respect
to the financial statements and certamn financial information contained in the Registration Statement, the General
Disclosure Package and the Prospectus

(h)  Bring-down Comfort Letier At the Closing Time, the Representatives shall have received from Emst &
Young LLP a letter, dated as of the Closing Time, to the effect that they reaffirm the statements made in the letter
furnished pursuant to subsection (g} of this Section, except that the specified date referred to shall be a date not more than
three business days prior to the Closing Time




(1} Approval of Listing At the Closing Time, the Securities shall have been approved for hsting on the New
York Stock Exchange, subject only to official notice of 1ssuance

() No Objection FINRA has confirmed that 1t has not raised any objection with respect to the fairness and
reasonableness of the underwriting terms and arrangements relating to the offering of the Secunties

(k) Lock-up Agreements At the date of this Agreement, the Representatives shall have recerved an agreement
substantially 1n the form of Exhibit B hereto signed by the persons histed on Schedule E hereto

(1) Mamtenance of Rating Since the execution of this Agreement, there shall not have been any decrease n or
withdrawal of the rating of any securities of the Company or any of its Subsidiaries by any *‘nationally recogmzed
statistical rating orgamzation” (as defined for purposes of Section 3(a)}62) of the 1934 Act) or any notice given of any
intended or potential decrease in or withdrawal of any such rating or of a possible change 1 any such rating that does not
indicate the direction of the possible change

(m) Chief Financial Officer’s Certificate The Representatives shall have recerved & certificate of the chief
financial or chief accounting officer of the Company, dated as of the date hereof and as of the Closing Time, substantially
in the form of Exhibit D hereto

(n)  Conditions to Purchase of Option Securiies In the event that the Underwriters exercise their option
provided 1n Section 2(b) hereof to purchase all or any portion of the Option Securities, the representations and warranties
of the Company contained herein and the statements in any certificates furnished by the Company and any of 1its
subsidiaries hereunder shall be true and correct as of each Date of Delivery and, at the relevant Date of Delivery, the
Representatives shall have received

(1) Officers’ Certificate A certificate, dated such Date of Delivery, of the President or a Vice President of the
Company and of the chief financial or chief accounting officer of the Company confirming that the certificate dehvered at
the Closing Time pursuant to Section 5(e) hereof remains true and correct as of such Date of Delivery

(1) Opinion of Counsel for Company I requested by the Representatives, the favorable opinion of O’Melveny
& Myers LLP, counsel for the Company, each dated such Date of Delivery, relating to the Option Secunities to be
purchased on such Date of Delivery and each otherwise to substantially the same effect as the opimion required by Section
5(b) hereof If requested by the Representatives, a negative assurance letter of O’Melveny & Myers LLP, counsel to the
Company, dated such Date of Delivery and otherwise substantially to the same effect as the negative assurance letter
required by Section 5(b) hereof

(1) Opmion of Patncia M Whaley If requested by the Representatives, the favorable opinion of Patricia M
Whaley, General Counsel of the Company, dated such Date of Delivery, relating to the Option Securities to be purchased
on such Date of Delivery and otherwise to substantially the same effect as the opimion required by Section 5(c) hereof

(1v) Opimon of Counsel for Underwnters If requested by the Representatives, the favorable opinton of Davis
Polk & Wardwell LLP, counsel for the Underwnters, dated such Date of Delivery, relating to the Option Securities to be
purchased on such Date of Delivery and




otherwise to the same effect as the opinion required by Section 5(d) hereof

(v) Bnng-down Comfort Letter If requested by the Representatives, a letter from Ermst & Young LLP, in form
and substance reasonably satisfactory to the Representatives and dated such Date of Delivery, substantially in the same
form and substance as the letter furmished to the Representatives pursuant to Section 5(g) hereof, except that the “specified
date” in the letter furnished pursuant to this paragraph shall be a date not more than three business days prior to such Date
of Delvery

{0) Addinonal Documents At the Closing Time and at each Date of Delivery (if any) counsel for the
Underwniters shall have been furnished with such customary closing documents as they may reasonably require for the
purpose of enabling them to pass upon the i1ssuance and sale of the Securities as herein contemplated, or in order to
evidence the accuracy of any of the representations or warranties, or the fulfillment of any of the conditions, herein
contamed

{p) Termunanon of Agreement If any condition specified 1n this Section shall not have been fulfilled when and
as required to be fulfilled, this Agreement, or, in the case of any condition to the purchase of Option Securities on a Date
of Delivery which 1s after the Closing Time, the obligations of the several Underwriters to purchase the relevant Option
Securities, may be terminated by the Representatives by notice to the Company at any time at or prior to Closing Time or
such Date of Delivery, as the case may be, and such termination shall be without liabihity of any party to any other party
except as provided 1n Section 4 and except that Sections 1, 6, 7, 8, 15, 16 and 17 shall survive any such termination and
remain 1n full force and effect

SECTION 6 Indemmification

(a) [Indemnification of Underwriters The Company agrees to indemnify and hold harmless each Underwriter, 1ts
affilates (as such term 1s defined in Rule 501(b) under the 1933 Act (each, an “Affiliate™)), its selling agents and each
person, 1f any, who controls any Underwriter within the meaning of Section 15 of the 1933 Act or Section 20 of the 1934
Act against any and all loss, claim, damages or habihines, jotnt or several whatsoever, to which such Underwriter may
become subject, under the Securtties Act or the Exchange Act or otherwise, insofar as such losses, claims, damages or
liabilities (or actions m respect thereof) arise out of or are based upon any untrue statement or alleged untrue statement of
a matenal fact contained 1n the Registration Statement (or any amendment thereto), including the Rule 430A Information,
or the omission or alleged omission therefrom of a material fact required to be stated therein or necessary to make the
statements therein not misleading or ansing out of any untrue statement or alleged untrue statement of a material fact
mcluded (A) m any prehmunary prospectus, any Issuer Free Writing Prospectus, the General Disclosure Package or the
Prospectus (or any amendment or supplement thereto), or (B} in any matenials or information provided to investors by, or
with the written approval of, the Company 1n connection with the marketing of the offering of the Stock (“Marketing
Matertals™), including any roadshow or mvestor presentations made to investors by the Company (whether 1n person or
electronically), or the omission or alleged omussion in any prelimmary prospectus, Issuer Free Wrniting Prospectus,
Prospectus or in any Marketing Matenals of a matenal fact necessary n order to make the statements therein, in the hght
of the circumstances under which they were made, not misleading and will reimburse each Underwriter for any legal or
other expenses reasonably incurred by such Underwniter in connection with investigating or defending against any loss,
claim, damage, hability or action as such expenses are incurred, provided, however, that this indemnity agreement shall
not apply to the extent that any such loss, claim, damage or liability arises out of or 1s based upon an untrue statement or
omission or alleged untrue statement or omission madc in the




Registration Statement {or any amendment thereto), including the Rule 430A Information, the General Disclosure
Package or the Prospectus (or any amendment or supplement thereto), any prehmiary prospectus, any Issuer Free
Wnting Prospectus, or any Marketing Materials in reliance upon and in conformity with the Underwriter Information

(b} Indemnification of Company, Directors and Officers Each Underwriter severally agrees to indemnify and
hold harmless the Company, its directors, each of 1ts officers who signed the Registration Statement, and each person, if
any, who controls the Company within the meaning of Section 15 of the 1933 Act or Section 20 of the 1934 Act against
any losses, claims, damages or habilittes (or actions in respect thereof) insofar as such losses, claims, damages or
habilities {or actions in respect thereof) arise out of or are based upon any untrue statements or omussions, or alleged
untrue statements or omissions, made in the Registration Statement (or any amendment thereto), including the Rule 430A
Information, the General Disclosure Package or the Prospectus (or any amendment or supplement thereto) 1n reliance
upon and in conformity with the Underwriter Information

(c) Acuons agawnst Parties, Notfication Each indemnified party shall give notice as promptly as reasonably
practcable to each indemnifying party of any action commenced agamst it in respect of which indemmty may be sought
hereunder, but failure to so notify an indemmfying party shall not relieve such indemmifymg party from any hability
hereunder to the extent 1t 1s not materially prejudiced as a result thereof and m any event shall not relieve 1t from any
Liabality which 1t may have otherwise than on account of this indemnity agreement In the case of parties indemmified
pursuant to Section 6(a) above, counsel to the indemnified parties shall be selected by Merrill Lynch, Goldman Sachs and
Credit Suisse, and, 1n the case of parties indemnified pursuant to Section 6(b) above, counsel to the indemnified parties
shall be selected by the Company An indemmfying party may participate at 1ts own expense 1n the defense of any such
action and, to the extent that it shall wish, jointly with any other indemnifying party sumilarly notified, to assume the
defense thereof, with counsel reasonably satisfactory to the indemmfied party (who shall not, except with the consent of
the indemnified party, be counsel to the indemmfying party), and, afier notice from the indemmfymg party to such
indemmnified party of its election to so assume the defense thereof, the indemmfying party shall not be hable to such
indemnified party under such subsection for any legal expenses of other counsel (except local counsel) or any other
expenses, in each case subsequently incurred by such indemnified party, in connection with the defense thereof other than
reasonable costs of investigation In no event shall the mdemnifying parties be hable for fees and expenses of more than
one counsel (1n addition to any local counsel) separate from their own counsel for all indemnified parties in connection
with any one action or separate but similar or related actions in the same yunsdiction anising out of the same general
allegations or circumstances, provided, that, if indemnity 1s sought pursuant to Section 6(g), then, 1n addition to the fees
and expenses of such counsel for the indemmified parties, the indemmifying party shall be hable for the reasonable fees
and expenses of not more than one counsel (1n addition to any local counsel) separate from 1ts own counsel and that of the
other indemnified parties for the QIU mn 1ts capacity as a “qualified independent underwriter” and all persons, if any, who
control the QIU within the meaning of Section 15 of the 1933 Act or Section 20 of 1934 1n connection with any one action
or separate but similar or related actions n the same junsdiction ansing out of the same general allegations or
circumstances if, in the reasonable judgment of the QIU, there may exist a conflict of interest between the QIU and the
other indemnified parties Any such separate counsei for the QIU and such control persons of the Q1U shall be designated
m wntng by the QIU Notwithstanding the foregoing, the indemnifying party shall pay as incurred (or within 30 days of
presentation) the fees and expenses of the counsel retained by the indemnified party in the event (1) the mndemnifying party
and the indemnified party shall have mutually agreed to the retention of such counsel, (1) the named parties to any such
proceeding (including any impleaded parties) include both the indemmfying party and the indemnified party and
representation of both parties by the same counsel would be inappropriate




due to actual or potential differing interests between them or (in) the mdemnifying party shall have failed to assume the
defense and employ counsel acceptable to the indemnified party within a reasonable peniod of time after notice of
commencement of the action No indemnifying party shall, without the prior wnitten consent of the indemnified parties,
settle or compromise or consent to the entry of any judgment with respect to any litigation, or any investigation or
proceeding by any governmental agency or body, commenced or threatened, or any claim whatsoever 1n respect of which
indemmfication or contrnibution could be sought under this Section 6 or Section 7 hereof (whether or not the indemmified
parties are actual or potential parties thereto), unless such settlement, compromise or consent (1) includes an unconditional
release of each indemnified party from all hability arising out of such htigation, investigation, proceeding or claim and (1)
does not include a statement as to or an admussion of fault, culpability or a failure to act by or on behalf of any
indemmnified party

(d) Reserved

(e) Indemnification of QIU/ In addition to and without hmitation of the Company’s obligation to indemmify
Credit Suisse as an Underwriter, the Company also agrees to indemmfy and hold harmless the QIU, 1ts Affiliates and
selling agents and each person, 1f any, who controls the QIU within the meaning of Section 15 of the 1933 Act or Section
20 of the 1934 Act, from and agamnst any and all loss, hability, claim, damage and expense whatsoever, as incurred,
incurred as a result of the QIU’s participation as a “quahfied independent underwriter” within the meaning of Rule 5121
in connection with the offering of the Securities

(f) Indemnification for Reserved Securities In connection with the offer and sale of the Reserved Securities, the
Company agrees to indemnify and hold harmless the Underwriters, their Affiliates and selling agents and each person, if
any, who controls any Underwniter within the meaning of either Section 15 of the 1933 Act or Section 20 of the 1934 Act,
from and against any and all loss, liability, claim, damage and expense (including, without imitatien, any legal or other
expenses reasonably incurred in connection with defending, investigating or settling any such action or claim), as
mncurred, (1) ansing out of the violation of any applicable laws or regulations of foreign jurisdictions where Reserved
Securities have been offered, (1) ansing out of any untrue statement or alleged untrue statement of a matenal fact
contained 1n any prospectus wrapper or other material prepared by or with the consent of the Company for distribution to
[nvitees 1n connection with the offering of the Reserved Secunties or caused by any omission or alleged omission to state
therein a matenal fact required to be stated therein or necessary to make the statements theremn not misleading, (1) caused
by the failure of any Invitee to pay for and accept delivery of Reserved Securities which have been orally confirmed for
purchase by any Invitee by 9 00 AM {New York City time) on the first business day after the date of the Agreement or
(1v) related to, or ansing out of or in connection with, the offering of the Reserved Securities

SECTION 7 Contnibution If the indemnification provided tor 1n Section 6 hereof 1s for any reason unavailable
to or msufficient to hold harmless an indemnified party in respect of any losses, liabilities, claims, damages or expenses
referred to therein, then each indemnifying party shall contribute to the aggregate amount of such losses, liabilities,
claims, damages and expenses incurred by such indemnified party, as incurred, (1) 1n such propoertion as 1s appropnate to
reflect the relative benefits received by the Company, on the one hand, and the Underwriters, on the other hand, from the
offering of the Securities pursuant to this Agreement or (u1) if the allocation provided by clause (1) 1s not permutted by
applicable law, in such proportion as ts appropriate to reflect not only the relative benefits referred to 1n clause (1) above
but also the relative fault of the Company, on the one hand, and of the Underwriters, on the other hand, 1n connection with
the statements or omissions, or i connection with any violation of the nature referred to 1n Section 6(e)} hereof, which
resulted 1n such losses, habilities, claims, damages or expenses, as well as any other relevant equaitable




considerations

The relative benefits received by the Company, on the one hand, and the Underwnters, on the other hand, n
connection with the offering of the Securities pursuant to this Agreement shall be deemed to be 1n the same respective
proportions as the total net proceeds from the offering of the Secunties pursuant to this Agreement (before deducting
expenses) received by the Company, on the one hand, and the total underwriting discount received by the Underwniters,
on the other hand, in each case as set forth on the cover of the Prospectus, bear to the aggregate imitial public offering
price of the Securities as set forth on the cover of the Prospectus

The relative fault of the Company, on the one hand, and the Underwriters, on the other hand, shall be determined
by reference to, among other things, whether any such untrue or alleged untrue stalement of a material fact or omission or
alleged omission to state a material fact relates to information supplied by the Company or by the Underwriters and the
parttes’ relative intent, knowledge, access to information and opportumty to correct or prevent such statement or omission
or any violation of the nature referred to 1n Section 6(¢) hereof

The Company and the Underwrtters agree that Credit Suisse will not receive any additional benefits hereunder for
serving as the QIU in connection with the offering and sale of the Securnities

The Company and the Underwriters agree that 1t would not be just and equitable (f contribution pursuant to this
Section 7 were determined by pro rata allocation (even (f the Underwrilers were treated as one entity for such purpose) or
by any other method of allocation which does not take account of the equitable considerations referred to above mn this
Section 7 The aggregate amount of losses, liabilites, claims, damages and expenses incurred by an indemnified party and
referred to above in this Section 7 shall be deemed to include any tegal or other expenses reasonably ncurred by such
indemmnified party in investigating, prepanng or defending against any litigation, or any nvestigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever based upon any such untrue or alleged
untrue staterment or omussion or alleged omission

Notwithstanding the provisions of this Section 7, no Underwriter shall be required to contribute any amount 1n
excess of the underwnting commissions received by such Underwriter 1n connection with the Shares underwnitten by it
and distributed to the public

No person guilty of fraudulent misrepresentation {(within the meaning of Section 11(f) of the 1933 Act) shall be
entitled to contribution from any person who was not gulty of such fraudulent misrepresentation

For purposes of this Section 7, each person, if any, who controls an Linderwniter within the meaning of Section 15
of the 1933 Act or Section 20 of the 1934 Act and each Underwrniter’s Affihates and selling agents shall have the same
rights to contribution as such Underwniter, and each director of the Company, each officer of the Company who signed the
Registration Statement, and each person, 1f any, who controls the Company within the meaning of Section 15 of the 1933
Act or Section 20 of the 1934 Act shall have the same nghts to contribution as the Company The Underwniters’
respective obligations to contribute pursuant to this Section 7 are several n proportion to the number of Imital Securtties
set forth opposite their respective names 1n Schedule A hereto and not joint




SECTION 8 Representations, Warranties and Agreements to Survive All representations, warranties and
agreements contained n this Agreement or in certificates of officers of the Company or any of its subsidiaries submitted
pursuant hereto, shall remain operative and in full force and effect regardless of (1) any investigation made by or on behalf
of any Underwriter or its Affihates or selling agents, any person controlling any Underwriter, its officers or directors or
any person controlling the Company and {11) delivery of and payment for the Securities

SECTION 9 Termination of Agreement

(a) Terminanon The Representatives may terminate this Agreement, by notice to the Company, at any tume at
or prior to the Closing Time (1) 1f there has been, 1n the judgment of the Representatives, since the tume of execution of
this Agreement or since the respective dates as of which information 1s given 1n the Registration Statement, the General
Disclosure Package or the Prospectus, any Maternal Adverse Effect, or (1) if there has occurred any material adverse
change n the financial markets in the United States or the international financial markets, any outbreak of hostilities or
escalation thereof or other calamity or crisis or any change or development involving a prospective change in national or
international political, financial or economic conditions, 1n each case the effect of which s such as to make it, in the
judgment of the Representatives, impracticable or mnadvisable to proceed with the completion of the offering or to enforce
contracts for the sale of the Securities, or (11) :f trading 1n any securities of the Company has been suspended or materially
limited by the Commussion or the New York Stock Exchange (other than due to the circumstances described 1n clause (1v)
of this Section 9(a))}, or (1v) if trading generally on the New York Stock Exchange or in the Nasdaq Global Market has
been suspended or matenally limited, or mimimum or maximum prices for trading have been fixed, or maximum ranges
for prices have been required, by any of said exchanges or by order of the Commission, FINRA or any other
governmental authority, or (v) a matenial disruption has occurred in commercial banking or securiies settlement or
clearance services n the United States or with respect to Clearstream or Euroclear systems in Europe, or (vi) if a banking
moratorium has been declared by erther Federal or New York authorities

(b)  Ligbihnies If this Agreement 1s terrinated pursuvant to this Section, such termination shall be without
hability of any party to any other party except as provided in Section 4 hereof, and provided further that Sections 1, 6, 7,
8, 15, 16 and 17 shall survive such termination and remain in full force and effect

SECTION 10  Default by One or More of the Underwriters If one or more of the Underwniters shall fail at
Closing Time or a Date of Delivery to purchase the Securities which 1t or they are obligated to purchase under this
Agreement (the *“Defaulted Secunties™), the Representatives shall have the right, within 24 hours thereafter, to make
arrangements for one or more of the non-defaulting Underwniters, or any other underwriters, to purchase all, but not less
than all, of the Defaulted Securities in such amounts as may be agreed upon and upon the terms herein set forth, 1f within
24 hours after such defauit by any Underwnier the Representatives do not arrange for the purchase of such Defaulted
Securities, then the Company shall be entitled to a further period of 24 hours (which may be waived by the Company)
within which to procure another party or other parties reasonably satisfactory to the Representatives to purchase such
Defaulted Securities on such terms that are acceptable to the Company If, after giving effect to any arrangements for the
purchase of Defaulted Securities by a Representative or the Company as provided in the first sentence of this Section 10,
then,

(1) f the number of Defaulted Secunities does not exceed 10% of the number of Securities to be purchased on
such date, each of the non-defaulting Underwriters shall be




obligated, severally and not jointly, to purchase the full amount thereof i the proportions that their respective
underwnting obligations hereunder bear to the underwnting obhigations of all non-defaulting Underwriters, or

(1) 1f the number of Defaulted Securities exceeds 10% of the number of Secunties to be purchased on such date,
and 1f neither the non-defaulung Underwriters nor the Representatives nor the Company shall have made arrangements
within the seven day period stated below for the purchase of all the Defaulted Securities under this Agreement on the
Closing Time or, with respect to any Date of Delivery which occurs after the Closing Time, the oblhigation of the
Underwriters to purchase, and the Company to sell, the Imitial Securities or the Option Securities, as the case may be, shall
terminate without liability on the part of any non-defaulting Underwniter

No action taken pursuant to this Section shall relieve any defaulting Underwnter from habihty in respect of its
default

In the event of any such default which does not resuit 1n a termination of this Agreement or, 1n the case of a Date
of Delivery which 1s after the Closing Time, which does not result 1n a termination of the obligation of the Underwriters to
purchase and the Company to sell the relevant Option Securities, as the case may be, either the (1) Representatives or {11)
the Company shall have the night to postpone Closing Time or the relevant Date of Delivery, as the case may be, for a
period not exceeding seven days in order to effect any required changes in the Registration Statement, the General
Dhsclosure Package or the Prospectus or m any other documents or arrangements As used heren, the term “Underwrniter”
includes any person substituted for an Underwriter under this Section 10

SECTION 1{ Default by the Company If the Company shall fail at the Closing Time or a Date of Delivery, as
the case may be, to sell the number of Securities that 1t 1s obligated to sell hereunder, then this Agreement shall terminate
without any hiabihty on the part of any Underwriter, provided, however, that the provisions of Sections 1, 4,6, 7, 8,15, 16
and 17 shall remamn in full force and effect No action taken pursuant to this Section shall relieve the Company from
liability, 1f any, in respect of such default

SECTION 12 USA Patniot Act In accordance with the requirements of the USA Patriot Act (Title I of Pub L
107-56 (signed 1nto law October 26, 2001)), the underwnters are required to obtain, venfy and record information that
identifies their respective clients, including the Company, which information may include the name and address of their
respective clients, as well as other information that will allow the underwrniters to properly idenufy their respective
clients

SECTION 13 Notices All notices and other communications hereunder shall be 1n writing and shall be deemed
to have been duly given 1f mailed or transmutted by any standard form of telecommunication Notices to the Underwniters
shall be directed to Merrill Lynch at One Bryant Park, New York, New York 10036, attention of Syndicate Department,
with a copy to ECM Legal, Goldman Sachs at 200 West Street, New York, New York 10282, attention Registration
Department, Credit Suisse at Eleven Madison Avenue, New York, New York 10010, attention LCD-IBD, Deutsche Bank
at 60 Wall Street, New York, New York 10005, Attention Equity Capital Markets Syndicate (Fax 212-797-9344), and
Barclays at 745 Seventh Avenue, New York, New York 10019, Attention Syndicate Registration (Fax 646-834-8133),
with a copy, in the case of any notice pursuant to Section 6), to the Director of Litigation, Office of the General Counsel,
Barclays Capital Inc , 745 Seventh Avenue, New York, New York 10019 and notices to the Company shall be directed to
it at 4701 West Greenfield Avenue, Milwaukee, Wiscensin 53214, attention of General Counsel,




with a copy, which shall not constitute notice, to O'Melveny & Myers LLP, Times Square Tower, 7 Times Square, New
York, New York 10036, attention Willlam B Kuesel, Esq

SECTION 14  No Adwvisory or Fiduciary Relationship The Company acknowledges and agrees that 24 the
purchase and sale of the Securities pursuant to this Agreement, including the determination of the initial public offering
price of the Securities and any related discounts and commuisstons, 15 an arm’s-length commercial transaction between the
Company, on the one hand, and the several Underwnters, on the other hand, 25 n connectton with the offering of the
Secunties and the process leading thereto, each Underwriter 1s and has been acting solely as a principal and s not the
agent ot fiduciary of the Company, any of its subsidianies, or 1ts respective stockholders, creditors, employees or any other
party, 26 no Underwnter has assumed or will assume an advisory or fiduciary responsibility in favor of the Company
with respect to the offering of the Secunties or the process leading thereto (urrespective of whether such Underwnter has
advised or 1s currently advising the Company or any of i1ts subsidianies on other matters) and no Underwriter has any
obligation to the Company with respect to the offering of the Securities except the obligations expressly set forth 1n this
Agreement, 27 the Underwnters and their respective affiliates may be engaged 1n a broad range of transactions that
nvolve interests that differ from those of the Company, and 28 the Underwriters have not provided any legal, accounting,
regulatory or tax advice with respect to the offering of the Securities and the Company has consulted 1ts own legal,
accounting, regulatory and tax advisors to the extent 1t deemed approprate

SECTION 15 Parties This Agreement shall each inure to the benefit of and be binding upon the Underwriters
and the Company and their respective successors Nothing expressed or mentioned in this Agreement 1s intended or shalt
be construed to give any person, firm or corporation, other than the Underwniters and the Company and their respective
successors and the controlling persons and officers and directors referred to in Sections 6 and Section 7 and their heirs and
legal representatives, any legal or equitable right, remedy or claim under or 1n respect of this Agreement or any provision
herein contained This Agreement and all conditions and provisions hereof are intended to be for the sole and exclusive
benefit of the Underwniters and the Company and their respective successors, and said controlling persons and officers
and directors and their heirs and legal representatives, and for the benefit of no other person, firm or corporation No
purchaser of Secunities from any Underwnter shall be deemed to be a successor by reason merely of such purchase

SECTION 16  Tmnal by Jury The Company (on its behalf and, to the extent pernutted by applicable law, on
behalf of 1ts stockholders and affihiates) and each of the Underwriters hereby irrevocably waives, to the fullest extent
permiited by applicable law, any and all night to tnal by jury mn any legal proceeding arising out of or relating to this
Agreement or the transactions contemplated hereby

SECTION 17 GOVERNING LAW THIS AGREEMENT AND ANY CLAIM, CONTROVERSY OR
DISPUTE ARISING UNDER OR RELATED TO THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF, THE STATE OF NEW YORK WITHOUT REGARD TO
ITS CHOICE OF LAW PROVISIONS

SECTION 18  Consent to Junsdiction Any legal suit, action or proceeding ansmg out of or based upon this
Agreement or the transactions contemplated hereby (“Related Proceedings™) shall be instituted n (1) the federal courts of
the United States of America located 1n the City and County of New York, Borough of Manhattan or (11) the courts of the
State of New York located in the City and County of New York, Borough of Manhattan (collectively, the “Specified
Courts™), and each party irrevocably submuts to the exclusive jurisdiction (except for proceedings instituted 1n regard to
the enforcement of a judgment of any such court




(a “Related Judgment™), as to which such junisdiction 1s non-exclusive) of such courts in any such suit, action or
proceeding Service of any process, summons, notice or document by mail to such party’s address set forth above shall be
effective service of process for any suit, action or other proceeding brought in any such court The parties irrevocably and
unconchironally waive any objection to the laying of venue of any suit, action or other proceeding wn the Specified Courts
and 1rrevocably and unconditionally waive and agree not to plead or claim 1n any such court that any such suit, action or
other proceeding brought in any such court has been brought 1n an inconvement forum

SECTION 19 TIME TIME SHALL BE OF THE ESSENCE OF THIS AGREEMENT EXCEPT AS
OTHERWISE SET FORTH HEREIN, SPECIFIED TIMES OF DAY REFER TO NEW YORK CITY TIME

SECTION 20  Partial Unenforceability The mvalidity or unenforceability of any Section, paragraph or provision
of this Agreement shall not affect the val:dity or enforceability of any other Section, paragraph or provision hereof If any
Section, paragraph or provision of this Agreement 1s for any reason determuined 10 be invalid or unenforceable, there shall
be deemed to be made such minor changes (and only such munor changes) as are necessary to make it valid and
enforceable

SECTION 21 Counterparts This Agreement may be executed 1n any number of counterparts, each of which
shall be deemed to be an ongimnal, but all such counterparis shall together constitute one and the same Agreement

SECTION 22 Effect of Headings The Section headings herein are for convemence only and shall not affect the
construction hereof




If the foregoing 1s 1n accordance with your understanding of our agreement, please sign and return to the
Company a counterpatt hereof, whereupon this mstrument, along with all counterparts, wall become a binding agreement
among the Underwriters and the Company tn accordance with its terms

Very truly yours,

The Company

REXNORD CORPORATION

By__ /s/ Todd A Adams

Title President and Chief Executive Officer

CONFIRMED AND ACCEPTED,
as of the date first above written

- LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

N, SACHS & CO

sUISSE SECURITIES (USA) LLC

4E BANK SECURITIES INC

YS CAPITAL INC

- LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

By /s/ John Fortson
Authonized Signatory

SACHS & CO

By /s/ Goldman, Sachs & Co
Goldman, Sachs & Co

[SSE SECURITIES (USA) LLC

By /s/ Benjamin Gohman




By /s/ Warren Estey
Authorntzed Signatory

By /s/ Isobel van Daesdonk
i Authorized Signatory

CAPITAL INC

By /s/ Victona Hale
Authorized Signatory

For themselves and as Representatives of the other Underwriters named 1n Schedule A hereto
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SCHEDULE A

The initial public offering price per share for the Securities shall be $18 00

The purchase price per share for the Securities to be paid by the several Underwniters shall be $16 965, being an amount
equal to the imitial public offering price set forth above less 31 035 per share, subject to adjustment 1n accordance with

Section 2(b) for dividends or distributions declared by the Company and payable on the [nitial Securities but not payable
on the Option Secunties

Name of Underwnter Number of
Imtial Secunities
rll Lynch, Pierce, Fenner & Smith Incorporated 4,973,685
Goldman, Sachs & Co 4,973,685
Credit Suisse Secunties (USA) LLC 3,552,632
Deutsche Bank Securnities Inc 3,552,632
Barclays Capital Inc 1,894,737
Robert W Baird & Co Incorporated 1,184,210
Apollo Global Securities, LLC 1,184,210
Lazard Capital Markets LLC 947,368
BMO Capital Markets Corp 592,105
Janney Mantgomery Scott LLC 592,105
Morgan Joseph TriArtisan LLC 236,842

Total 23684211




Total

SCHEDULEB

Number of Inmitial
Securities to be Sold

23,684,211

Maximum Number of Optton
Securities to Be Sold

3,552,631




SCHEDULE C-1

Prnicing Terms

1  The Company 1s selling 23,684,211 shares of Common Stock

2 The Company has granted an option to the Underwriters, severally and not jointly, to purchase up to an addittonal
3,552,631 shares of Common Stock

3  The mtial public offering price per share for the Securities shall be $18 00




SCHEDULED

WM Berg (1n hquidation)

PT Components

Zurm International, Inc

Zurn Asia Holdings Ltd
Environmental Energy Company
HL Capnal Corp

Sanitary-Dash Manufacturing, Inc
Krikles, Inc

Rexnord Industnal SA de CV (Mexico)
Rexnord SA de CV (Mexico)
Hansen Italia Srl {in liquidation)




List of Persons and Entities Subject to Lock-up

SCHEDULE E

George M Sherman

Todd A Adams

Mark Peterson

Praveen R Jeyarajah

Laurence M Berg

Peter P Copses

DamianJ Giangiacomo

Steven Martinez

John S Stroup

Rexnord Acquisition Holdings [, LLC
Rexnord Acquisition Holdings I1, LLC
Cypress Industrial Holdings, LLC




FORM OF OPINION OF COMPANY'S COUNSEL
TO BE DELIVERED PURSUANT TO SECTION 5(b)

Apnl 3, 2012

Merrilt Lynch, Prerce, Fenner & Smith
Incorporated

Goldman, Sachs & Co

Credit Suisse Securnities (USA) LLC

Deutsche Bank Secunties Inc

Barclays Capital Inc

as Representatives of the several Underwniters

c/o Mermll Lynch Pierce, Fenner & Smith
Incorporated

One Bryant Park

New York, New York 10036

¢/o Goldman, Sachs & Co
200 West Street
New York, New York 10282-2198

c/o Credit Suisse Secunities (USA) LLC
Eleven Madison Avenue
New York, New York 10010

Re Issuance and Sale of Common Stock of Rexnord Corporation

Ladies and Gentlemen

We have acted as counsel to Rexnord Corporation, a Delaware corporation {the “Company™), in

Exhibit A-1




connection with the 1ssuance and sale of an aggregate of 23,684,211 shares (the “ Shares™) of common stock, par value
$0 01 per share (the “ Commaon Stock™) of the Company, pursuant to the terms of an underwnting agreement, dated as of
March 28, 2012 (the * Underwnting Agreement™), between the Company and Mernll Lynch, Pierce, Fenner & Smith
Incorporated, Goldman, Sachs & Co , Credit Suisse Secunties (USA) LLC, Deutsche Bank Securities Inc and Barclays
Capital Inc , as representatives of the several underwriters named therein (collectively, the “ Underwniters™) This opinion
letter 1s furnished pursuant to Section 5(b) of the Underwnting Agreement Except as otherwise indicated, capitalized
terms used but not defined in this opinion letter have the same meanings given in the Underwriting Agreement

In our capacity as such counsel, we have examined originals or copies of those corporate, limited liability
company and other records and documents we considered appropriate, including the following

(1) the Underwriting Agreement,

(1)) the certificate of mcorporation, bylaws and resolutions, as applicable, of the Board of Directors of the
Company and the subsichanes of the Company listed on Schedules [ and 1 (the “Subsidiaries™) and the
pricing commuttee of the Board of Directors of the Company with respect to the transactions
contemplated by the Underwniting Agreement, and

(i) the certificate of officers of the Company and the Subsidiaries attached to this opinion letter as Annex A
(the “Officer’s Certificate™)

We have also examined the registration statement of Rexnord Corporation on Form S-1 (File No 333-174504)
(the “Regastration Statement ") filed with the Securities and Exchange Commussion (the “Commussion ) on May 26,
2011, and as amended by Amendment No | filed with the Commussion en July 7, 2011, Amendment No 2 filed with the
Commussion on August 12, 2011, Amendment No 3 filed with the Commission on November 22, 2011, Amendment No
4 filed with the Commission on February 22, 2012, Amendment No 5 filed with the Commussion on March 13, 2012, and
Amendment No 6 filed with the Commission on March 19, 2012 for the purpose of registering, among other things, the
offer and sale of the Shares under the Securities Act of 1933, as amended (the “Securities Act ™), the preliminary
prospectus dated March 19, 2012 contained in the Registration Statement immediately prior to the Apphcable Time (the
“Pricing Prospectus ") and the prospectus dated March 28, 2012 as filed with the Commuission on March 29, 2012 (the
“Prospectus '} The Pricing Prospectus and the pricing information attached as Schedule C-1 to the Underwnting
Agreement are collectively referred to herein as the “General Disclosure Package ™

We have assumed the conformity of documents filed with the Commission via the Electronic Data Gathering,
Analysis and Retrieval System (“EDGAR ™), except for required EDGAR formatting changes, to the physical copies of
the documents delivered to you and submitted or our examination

As to relevant factual matters, we have relied upon, among other things, (a) the representations and warranties of
the Company set forth in the Underwrniting Agreement, (b) the factual representations in the Officer’s Certificate, and (c)
the officers’ certificate dated the date hereof, delivered to you in connection pursuant to Section 5(e) of the Underwriting
Agreement In addition, we have obtained and relied upon those certificates of public officials we considered appropriate

We have assumed the genuineness of all signatures, the authenticity of all documents submitted to us as onginals
and the conformity with originals of all decuments submutted to us as copies To the extent the obligations of the
Company depend on the enforceability of the Underwning Agreement against any other parties thereto, we have assumed
that the Underwnting Agreement 1s enforceable against such other




parties thereto

On the basis of such examination, our reliance upon the assumpttons n this opimon and our consideration of
those questions of law we considered relevant, and subject to the himitations and qualifications in this opinion, we are of
the opinion that

1 a  The Company 1s a corporation validly existing 1n good standing under the laws of the State of
Delaware, with corporate power (X} to own 1ts properties and assets and to conduct its business as
described in the General Disclosure Package and the Prospectus and {y) to enter into the Underwniting
Agreement and to perform 1ts obligations thereunder

b Each of the Subsidiaries organized as a corporation as indicated on Schedule 1 (each, a “Corporate
Subsidiary” and collectively, the “Corporate Subsidiaries™) 1s a corporation validly existing under the laws of the States of
Delaware , as the case may be, with corporate power to own 1ts properties and assets and to conduct 1ts business as
described, to the extent applicable, in the General Disclosure Package and the Prospectus

¢ Each of the Subsidiaries orgamized as a linmited hability company as indicated on Schedule I (each, a
*Delaware LLC Subsidiary” and collectively, the “Delaware LE.C Subsidiaries™) 1s a limited hability company existing
under the laws of the State of Delaware, with the power under the Delaware Limited Liabihty Company Act (the
“DLLCA™) and 1ts respective certificate of formation and linuted liability company agreement (with respect to each
limited liability company, its “LLC Organization Documents™) to own its properties and assets and to conduct 1ts business
as described, to the extent applicable, in the General Disclosure Package and the Prospectus

2 The Shares have been duly authorized by all necessary corporate action on the part of the Company and,
upon payment for and delivery of the Shares in accordance with the Underwriting Agreement, and the
book-entry of the Shares by the transfer agent for the Company’s Common Stock in the name of The
Depository Trust Company or its nominee will be validly 1ssued, fully paid and non-assessable

3 The statements in the Prospectus under the caption (x) “Description of Capital Stock™ insofar as they
summarize provisions of the certificate of incorporation and bylaws of the Company and (y) “Certain
Relationships and Related Party Transactions™ msofar as they summanze provisions of the documents
referred to therein, fairly present the information required by Form S-1

4 The statements made 1n the Final Prospectus under the caption "Maternal United Siates Tax
Consideratons for Non-U S Holders of Common Stock,” insofar as they purport to constitute summaries
of matters of United States federal tax law and regulations or legal conclusions with respect thereto, faurly
and accurately summarize the matters referred to therein

5 The execution, delivery and performance of the Underwnting Agreement has been duly authonized by all
necessary corporate action on the part of the Company, and the Underwnting Agreement has been duly
executed and delivered by the Company

6 The Registration Statement, on the date 1t was filed, appeared on its face to comply 1n all material
respects with the requirements as to form for registration statements on Form




S-1 under the 1933 Act and the related rules and registrations 1n effect at the date of filing, except that we express no
opinion concerning the financial statements and other financial information contained theremn

7

10

B

The Registration Statement has been declared effective under the 1933 Act and, to our knowledge, no
stop order suspending the effectiveness of the Registration Statement has been 1ssued or threatened by the
Commission

No order, consent, permit, authorization, approval of, or filing with, any New York or federal
governmental authority that we have, in the exercise of customary professional diligence, recogmized as
applicable to the Company or to the transactions of the type contemplated by the Underwrniting
Agreement 1s required on the part of the Company for the execution and delivery of, and the performance
of their obligations under, the Underwnting Agreement, except (1) registration under the Securities Act of
the Shares, (11} such as may have been obtained prior to the date hereof, (111) such as may be required
under applicable state or foreign securities or Blue Sky laws, (1v) as disclosed in the General Disclosure
Package, (v} as may be required under rules and regulations of the Financial Industry Regulatory
Authonty, and (v1) 1t 1s understood that no opinion is given n this paragraph 8 with respect to any
securities law or any rule or regulation 1ssued pursuant to any securities law

The execution and delivery by the Company of the Underwniting Agreement, does not, and the
Company’s performance of 1ts obligations under the Underwnting Agreement, will not (1) violate the
certificate of incorporation or bylaws of the Company, (11) violate the current Delaware General
Corporation Law, or any current New York or federal statutes, rules or regulations that we have, in the
exercise of customary professional dihgence, recognized as applicable to the Company or to the
transactions of the type contemplated by the Underwriting Agreement, (111) breach or constitute a default
under, any existing obligation of or restriction on the Company under any agreement identified on
Schedule IV hereto (the “Specified Agreements™) or {1v) breach or otherwise violate any existing
obligation of or restriction on the Company under any order, judgment or decree of any New York or
federal court or governmental authority binding on the Company 1dentified on Schedule V hereto, except
we express no opinion as to the indemmfication and contribution provisions of the Underwniting
Agreement If a Specified Agreement 1s governed by the laws of a junisdiction other than New York, we
have assumed that such Specified Agreement 1s governed by the laws of the State of New York

The Company 1s not, and assuming the offer and sale of the Shares pursuant to the Underwriting
Agreement 1s made and the proceeds therefrom are used solely in the manner contemplated by the
General Disclosure Package and the Prospectus, the Company will not be an “investment company”
required to register under the Investment Company Act of 1940, as amended

Our opinions set forth above are subject to the following qualifications

[n rendering our opinions 1n paragraphs 8 and 9 above, (1) we do not express any opinion with respect

to any congent, approval, authorization, license, permit or order of, or filing, registratton or qualification with, any
governmental agency or body required generally in connection with the business or operations of the Company and (1) we
have assumed that the Company will apply the proceeds from the sale of the Shares as contemplated 1n the Prospectus




under the caption “Use of Proceeds ™

C In rendering our opinions 1n paragraphs 8 and 9 above, we have assumed that no person will in the
future take any discretionary action (including a deciston not to act) permutted by the Underwnting Agreement or the
Prospectus that would cause the performance of the Underwriting Agreement to (a) require any order, consent, permit,
authorization, approval of, or filing with, any New York, or federal governmental authority, (b) constitute a violation of
the provisions of the certificate or incorporaiton or bylaws of the Company, as apphicable, (c) constitute a vielation of any
New York or federal statute, rule or regulation, (d) constitute a violation of any order, judgment, writ or decree of any
federal or state court or governmental authonty binding on the Company or any of 1ts subsidiaries or (e) constitute a
breach or default under any of the Specified Agreements

D We express no opinion as to the effect of non-compliance by you with any state or federal law or
regulations applicable to the transactions contemplated by the Underwriting Agreement because of the nature of the your
business

E We express 10 opinton as to any provision of any agreement insofar as 1t purports to grant a right of
setoff 1n respect of the Company or any of its subsidiaries’ assets to any person other than a creditor of the Underwnting
Agreement or any such subsidiary

F We advise you that provisions of the Underwrniting Agreement which provide for the junisdiction of the
courts of a particular state and federal courts sitting 1n that state, may not be binding on the courts 1n the forum(s) selected
or excluded

G We express no opinion as to (a) the absence of any breach or default of the Specified Agreements to the
extent such determination requires a reference to or the computation of numerical ratios (financial or otherwise), amounts
of outstanding debt or other financial, accounting or mathematical determinations or (b) the effect of the Company’s
performance of the obligations under the Underwriting Agreement on the Company's or Subsidianes’ financial ratios or
tests or compliance with financial covenants or covenants requiring financial calculations m any Specified Agreement

H Our opinion n paragraph | with respect to good standing 1s based solely upon our review of a
certificate of the Secretary of State of the State of Delaware and certificates of other public officials, in each case, dated as
of the date of the records provided to us

The law covered by this opinion letter 1s linuted to the present federal law of the United States and the present taw
of the State of New York and, with respect to paragraphs 1, 2, 5 and 9, the present Delaware General Corporation Law
and the DLLCA We express no opinion as to the laws of any cther junsdiction and no opinion regarding the statutes,
administrative decisions, rules, regulations or requirements of any county, municipahty, subdivision or local authority of
any jurisdiction We express no opimion concerning (1) federal securities laws or regulations {except for the opinions 1n
paragraph 6, 7 and 10), (1) federal or state antitrust, unfair competition or trade practice laws or regulations, {u1) pension
and employee benefit laws and regulations, (iv) compliance with fiduciary requirements, (v) federal or state
environmental laws and regulations, (v1) federal or state land use or subdivision laws or regulations, (vi1} the Trading with
the Enemy Act, as amended, the foreign assets control regulations of the United States Treasury Department, the Uniting
and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrornism (USA
PATRIOT Act) Act of 2001, as amended, Executive Order No 13,224 of September 24, 2001, Blocking Property and
Prohibiting Transactions with Persons Who Commut, Threaten to Commit or Support Terrorism, as amended, and any
enabling legislation, rules, regulations or executive orders relating thereto, or (vin) applicable state or foreign securities or
Blue Sky




laws or the rules and regulations of the Financial Industry Regulatory Authonty

This opimion letter 1s furnished by us as counsel for the Company, and 1s solely for your benefit as the
representatives of the Underwniters It may not be used or reited upon by you for any other purpose or by any other
person, nor may copies be delivered to any other person, without in each instance our prior written consent This opimion
letter 1s expressly limited to the matters set forth above, and we render no opinton, whether by implication or otherwise, as
to any other matters This opimon letter speaks only as of the date hereof and we assume no obligation to update or
supplement this opinion to reflect any facts or circumstances that anse afier the date of this opimion letter and come to our
attention, or any future changes in laws

Very truly yours,




FORM OF NEGATIVE ASSURANCE LETTER OF COMPANY’S COUNSEL

TO BE DELIVERED PURSUANT TO SECTION 5(b)

Mermill Lynch, Pierce, Fenner & Smith
Incorporated

Goldman, Sachs & Co

Credit Swisse Secunities (USA) LLC

Deutsche Bank Securities Inc

Barclays Capital Inc

as Representatives of the several Underwriters

c¢/o Memll Lynch Pierce, Fenner & Smith
Incorporated

One Bryant Park

New York, New York 10036

¢/0 Goldman, Sachs & Co
200 West Street
New York, New York 10282-2198

c/o Credit Suisse Securities (USA) LLC
Eleven Madison Avenue
New York, New York 10010

Re Issuance and Sale of Common Stock of Rexnord Corporation

Ladies and Gentlemen

April 3, 2012

Exhibit A-2

We have acted as counsel to Rexnord Corporation, a Delaware corporation (the “Company™), in connection with
the 1ssuance and sale of an aggregate of 23,684,211 shares (the “Shares™) of common stock, par value $0 01 per share (the
“Common Stock™) of the Company, pursuant to the terms of an underwnting agreement, dated as of March 28, 2012 (the
“Underwniting Agreement”), between the Company and Mernll Lynch, Pierce, Fenner & Smith Incorporated, Goldman,

Sachs & Co , Credit Swisse Secunties (USA)Y LLC, Deutsche Bank Securnities Inc and Barclays Capital Inc , as

representatives of the several underwriters named therein (collectively, the “Underwriters™) Thus letter 1s furnished
pursuant to Section 5(b) of the Underwnting Agreement Except as otherwise indicated, capitalized terms used but not
defined i this opmion letter have the same meanings given in the Underwnting Agreement

Reference 1s made to the registration statement of Rexnord Corporation on Form S-1 (File No 333-174504) (the
“Regastration Statement ) filed with the Secunties and Exchange Commuission (the *“Commuission ") on May 26, 2011,

and as amended by Amendment No 1 filed with the Comrmussion on




July 7, 2011, Amendment No 2 filed with the Commission on August 12, 2011, Amendment No 3 filed wath the
Commission on November 22, 2011, Amendment No 4 filed with the Commussion on February 22, 2012, Amendment
No § filed with the Commuission on March 13, 2012, and Amendment No 6 filed with the Commission on March 19,
2012 for the purpose of registering, among other things, the offer and sale of the Shares under the Securities Act of 1933,
as amended (the “Securities Act™), the prehminary prospectus dated March 19, 2012 contained 1n the Registration
Statement immediately prior to the Apphcable Time (the “Pricing Prospectus™) and the prospectus dated March 28, 2012
as filed with the Commuission on March 29, 2012 (the “Prospectus™) The Pricing Prospectus and the pricing information
attached as Schedule C-1 to the Underwnting Agreement are collectively referred to herein as the “General Disclosure

Package ”

The purpose of our professional engagement was not to establish or confirm factual matters set forth in the
Registration Statement, the General Disclosure Package or the Prospectus and we do not undertake any obligation to
ventfy independently any of the factual matters set forth 1n the Registration Statement, General Disclosure Package or the
Prospectus (except as otherwise specifically stated in paragraphs 3 and 4 of our opinion letter to you dated the date
hereot) Moreover, many of the determinations required to be made 1n the preparation of the Registration Statement, the
General Disclosure Package and the Prospectus involve matters of a non-legal nature

Subject to the foregoing, we confirm to you that, on the basis of the information we gained 1n the course of
performing the services referred to above, nothing came to our attention that caused us to believe that (1} the Registration
Statement, including the information deemed to be part of the Registration Statement as of its effective date pursuant to
Rule 430A promulgated under the Securities Act, as of the effective date of the Registration Statement, contained an
untrue statement of a matenal fact or omitted to state a material fact required to be stated therein or necessary to make the
statements therein not misleading, (11) those documents included in the General Disclosure Package, considered as a
whole at the Applicable Time (as such term 1s defined 1n the Agreement), contained an untrue statement of a maternial fact
or omitted to state a material fact necessary tn order to make the statements therein, in the light of the circumstances under
which they were made, not misleading, or (1n) the Prospectus, as of 1ts date and as of the date of this letter, contamed or
contains any untrue statement of a material fact or omutted or omuts to state any materal fact necessary in order to make
the statements therein, in the light of the circumstances under which they were made, not msleading, provided, however,
that we assume no responsibility for the accuracy, completeness or fairness of the statements contained 1n the Registration
Statement, the General Disclosure Package or the Prospectus (except as otherwise specified in paragraphs 3 and 4 of our
opinion letter to you dated the date hereof), and we express no belief with respect to the financial statements or other
financial or accounting data contained 1n the Registration Statement, the General Disclosure Package or the Prospectus or
with respect to the statements contained n the exhibits to the Registration Statement

This letter 1s furnished by us as counsel for the Company, and may be relied upon by you as representatives of the
Underwriters and 1s solely tor your benefit as representatives of the Underwriters It may not be used or relied upon by
you for any other purpose or by any other person, nor may copies be delivered to any other person, without 1n each
instance our prior written consent This letter 1s expressly limited to the matters set forth above, and we render no opimon,
whether by implication or otherwise, as to any other matters We assume no obligatien to update or supplement ths letter
to reflect any facts or circumstances that anise after the date of this letter and come to our attention, or any future changes
n laws




FORM OF OPINION OF PATRICIA M WHALEY
TO BE DELIVERED PURSUANT TO SECTION 5(c)

REXNORD CORPORATION
4701 West Greenfield Avenue
Milwaukee, Wisconsin 53214

Apnl 3, 2012

Mermnll Lynch, Pierce, Fenner & Sruth
[ncorporated

Goldman, Sachs & Co

Credit Swisse Secunities (USA) LLC

Deutsche Bank Securities Inc

Barclays Capital Inc

as Representatives of the several Underwriters

¢/o Memill Lynch Pierce, Fenner & Smith
Incorporated

One Bryant Park

New York, New York 10036

¢/o0 Goldman, Sachs & Co
200 West Street
New York, New York 10282-2198

c/o Credit Suisse Securities (USA) LLC
Eleven Madison Avenue
New York, New York 1001

Re lIssuance and Sale of Common Stock of Rexnord Corporation

Ladies and Gentlemen

Exhibit A-3

I am the General Counsel, Vice President and Secretary of Rexnord Corporation, a Delaware corporation (the
Company™) In connection with the 1ssuance and sale of an aggregate of 23,684,211 shares (the “Shares™) of common
stock, par value $0 01 per share (the “Common Stock™} of the Company, pursuant to the terms of an underwriting
agreement, dated as of March 28, 2012 (the “Underwnting Agreement”), between the Company and Merrill Lynch,
Pierce, Fenner & South Incorporated, Goldman, Sachs & Co , Credit Suisse Securities (USA) LLC, Deutsche Bank
Secunities Inc and Barclays Capital Inc , as representatives of the several underwriters named therein {collectively, the

“Underwriters™) | have been asked to provide an opimon 1n my capacity as General Counsel of the




Company This opinion letter 1s furnished pursuant to Section 5(c) of the Underwriting Agreement Except as otherwise
mdicated, capitalized terms used but not defined in this opinion letter have the same meanings given n the Underwnting
Agreement

In connection with this letter, I have examined onginals or copaes of those corporate, limited hability company
and other records and documents that | considered appropriate, including the Underwriting A greement

[ have also exammed the registration statement of Rexnord Corporation on Form S-1 (File No 333-174504) (the
“Registration Statement”) filed with the Securities and Exchange Commuission (the “Commission™) on May 26, 2011, and
as amended by Amendment No [ filed with the Commussion on July 7, 2011, Amendment No 2 filed with the
Commuission on August 12, 2011, Amendment No 3 filed with the Commssion on November 22, 2011, Amendment No
4 filed with the Commussion on February 22, 2012, Amendment No 35 filed with the Commussion on March 13, 2012, and
Amendment No 6 filed with the Commission on March 19, 2012 for the purpose of registering, among other things, the
offer and sale of the Shares under the Securities Act of 1933, as amended (the “*Securities Act”), the preliminary
prospectus dated March 19, 2012 contained n the Registration Statement immedhately prior to the Applicable Time (the
“Pricing Prospectus™} and the prospectus dated March 28, 2012 as filed with the Commuission on March 29, 2012 (the
“Prospectus”) The Pricing Prospectus and the pricing information attached as Schedule C-1 to the Underwnting
Agreement are collectively referred to herein as the “General Disclosure Package

I have assumed the genuineness of all signatures, the authenticity of all documents submutted to me as originals
and the conformity with originals of all documents submutted to us as copies As to any facts that are matenal to the
opinions heremafter expressed that [ did not independently establish or venfy, I have relied without investigation upon
certificates of officers or directors the Company and its substdiaries and upon those certificates of public officials
considered appropriate

Based upon the foregoing, and subject to the qualifications herem set forth, I am of the opinion, as of the date
hereof, that

1 Each of the Significant Subsidiaries listed on Schedule I and Schedule I1 hereto 1s in good standing under the laws
of the State of Delaware and 1s qualified as a foreign corporation, limited hability company or other entity to do
business and 1s 1n good standing 1n each jurisdiction 1n which the conduct of its business or the ownership or
leasing of property requires such qualification, except to the extent that the failure to be so qualified or to be in
good standing would not reasonably be expected to have a material adverse effect on the condinion (financial or
other), business, properties, or results of operations of the Company and all of 1its subsidiaries taken as a whole

2 The outstanding shares of Common Stock of the Company {(mcluding the Shares being delivered on the date
hereof) have been duly authorized by all necessary corporate action on the part of the Company and are validly
1ssued, fully paid and non-assessable and were not 1ssued n violation of any preemptive rights under the
Company’s certificate of incorporation or bylaws or the corporate law of the State of Delaware or any preemptive
or other similar rights of any security holder of the Company of which I am aware




3 After inquiry of the members of the law departments and other appropnate officers of the Company and us
subsidianes, to the best of my knowledge, except as disclosed i the General Disclosure Package, there 1s no
action, suit or proceeding which has been served upon the Company or any of its subsidiaries that 1s now pending
or threatened 1n writing against or affecting the Company or any of its subsidiaries that 1s reasonably Likely to
result in any material adverse change n the condition (financial or otherwise), business, properties or results of
operations of the Company and its subsidiaries, taken as a whole, or which 1s reasonably hikely to matenally and
adversely affect the consummation of any of the transactions contemplated by the Underwriting Agreement

4 The statements tn the Prospectus under the caption “Business -- Legal Proceedings™, insofar as they summarize
the matters referred to therein, fairly summanze such matters 1n all matenal respects ‘

|

\

5 I do not know of any contract or other document of a character required to be filed as an exhibit to the
Registration Statement which 1s not filed as required

In rendenng the opinion set forth 1n paragraph I, I have relied exclusively on certificates 1ssued by appropnate state
and local officials 1n each junisdiction 1n which the Significant Subsidiaries’ ownership or lease of property or the conduct
of their business requires that the Stgmificant Subsidianies be duly qualified to do business as a foreign corporation, except
where the failure to be so qualified would not individually or 1in the aggregate, have a matenal adverse effect

My opinion covers the federal laws of the United States of America and the internal laws of the State of
Wisconsin [ express no opinion on the applicability, or the effect, of the laws of any other junisdiction and no opimion
regarding the statutes, admimstrative decisions, rules, regulations or requirements of any county, municipality,
subdivisien or local authonty of any other junsdiction Accordingly, to the extent that any laws of any jurisdiction other
than the State of Wisconsin govern any of the matters as to which I express an opinion, [ have assumed for purposes of
this opinion, with your consent and without independent investigation, that the laws of such junsdiction are 1dentical to
the state laws of Wisconsin, and 1 express no opinion as to whether such assumption ts reasonable or correct

This opinion 1s furnished by me as General Counsel for the Issuers, and may be relied upon by you as the
Underwriters, but 15 solely for your benefit as the Underwriters 1t may not be used or relied upon by you for any other
purpose or by any other person, nor may copies be delivered to any other person, without 1n each instance my prior
wnitten consent This opinion 1s expressly hmited to the matters set forth above, and I render no opimon, whether by
implication or otherwise, as to any other matters [ assume no obligation to update or supplement this opinion to reflect
any facts or circumstances that arise afier the date of this opinion and come to my attention, or any future changes in laws

Yours truly,

Patricta M Whaley
Vice President, General Counsel & Secretary




Exhibit B
[Form of lock-up from directors, officers or other stockholders pursuant to Section 5(k)]

[A],2012

Memll Lynch, Pierce, Fenner & Srmuth
Incorporated

Goldman, Sachs & Co

Credit Swisse Securities (USA) LLC

Deutsche Bank Securities Inc

Barclays Capital Inc

as Representatives of the several

Underwriters to be named 1n the

within-mentioned Underwnting Agreement

c/o Memll Lynch Pierce, Fenner & Smith
Incorporated

One Bryant Park

New York, New York 10036

¢/o Goldman, Sachs & Co
200 West Street
New York, New York 10282-2198

c/o Credit Suisse Securities (USA) LLC

Eleven Madison Avenue
New York, New York 10010

Re Proposed Public Offering by Rexnord Corporation

Dear Sirs

The undersigned, a stockholder [and an officer and/or director] of Rexnord Corporation, a Delaware corporation
(the “Company™), understands that Mernll Lynch, Pierce, Fenner & Smith Incorporated (“Mernll Lynch™), Goldman,
Sachs & Co {“Goldman Sachs™), Credit Suisse Securities (USA) LLC (“Credit Suisse™), Deutsche Bank Securities Inc
and Barclays Capttal Inc (the “Representatives™) propose to enter into an Underwriting Agreement (the “Underwriting
Agreement™) on behalf of the several underwnters to be named therein with the Company and the selling shareholders to
be named therein providing for the public offening of shares (the “Secunties™) of the Company’s common stock, par value
$0 01 per share (the “Common Stock”) In recognition of the benefit that such an offering wili confer upon the
undersigned as a stockholder {and an officer and/or director] of the Company, and for other good and valuable
consideration, the receipt




and sufficiency of which are hereby acknowledged, the undersigned agrees with each underwriter to be named in the
Underwnting Agreement that, during the period beginning on the date hereof and ending on the date that 1s 180 days from
the date of the Underwrniting Agreement (subject to extensions as discussed below), the undersigned will not, without the
prior written consent of Mernll Lynch, Goldman Sachs and Credit Suisse, directly or indirectly, (1) offer, pledge, sell,
contract to sell, sell any option or contract to purchase, purchase any option or coniract to sell, grant any option, nght or
warrant for the sale of, or otherwise dispose of or transfer any shares of the Company’s Common Stock or any securities
convertible mto or exchangeable or exercisable for Common Stock, whether now owned or hereafter acquired by the
undersigned or with respect to which the undersigned has or hereafter acquires the power of disposition {collectively, the
“Lock-Up Secunties™), or exercise any nght with respect to the registration of any of the Lock-up Secunties, or file or
cause to be filed any registration statement 1n connection therewith, under the Securities Act of 1933, as amended (the
“Securities Act”), or (11) enter into any swap or any other agreement or any transaction that transfers, in whole or 1n part,
directly or indirectly, the economic consequence of ownership of the Lock-Up Securities, whether any such swap or
transaction 1s to be settled by delivery of Common Stock or other securities, in cash or otherwise [If the undersigned 1s an
officer or director of the Company, the undersigned further agrees that the foregoing provisions shall be equally
applicable to any 1ssuer-directed Securities the undersigned may purchase 1n the offering ]

If the undersigned 1s an officer or director of the Company, (1) Mernll Lynch, Goldman Sachs and Credit Suisse
agree that, at least three business days before the effective date of any release or wawver of the foregoing restrictions 1n
connection with a transfer of shares of the Common Stock, Merrull Lynch, Goldman Sachs and Credit Swsse will notify
the Company of the impending release or waiver, and (2) the Company has agreed in the Underwnting Agreement to
announce the impending release or waiver by press release through a major news service at least two business days before
the effective date of the release or waiver Any release or waiver granted by Merrill Lynch, Goldman Sachs and Credit
Swisse hereunder to any such officer or director shall only be effective two business days after the publication date of such
press release The provisions of this paragraph will not apply 1f (1) the release or waiver 1s effected solely to permit a
transfer not for consideration and (u) the transferee has agreed in wnting to be bound by the same terms described in thig
letter to the extent and for the duration that such terms remain 1n effect at the tme of the transfer

Notwithstanding the foregoing, the undersigned may transfer the Lock-Up Securities without the prior wnitten
consent of Memrill Lynch, Goldman Sachs and Credit Suisse, subject to the following conditions (a) the Representatives
recerve a signed lock-up agreement for the balance of the lockup period from each donee, trustee, distributee, or
transferee, as the case may be, {b) any such transfer shall not mvolve a disposition for value. {¢) such transfers are not
required to be reported with the Securities and Exchange Commission on Form 4 1n accordance with Section 16 of the
Securities Exchange Act of 1934, as amended (the “Exchange Act™)}, and (d) the undersigned does not otherwise
voluntarily effect any public filing or report regarding such transfers

() as a bona fide gift or gifts or by will or intestacy,

() to any trust, partnership or himited hability company for the direct or indirect benefit of the undersigned
or the immediate family of the undersigned (for purposes of this lock-up agreement, “immediate
famity” shall mean any relationship by blood, marriage or adoption, not more remote than first cousin),

(1) as a distribution to limited partners, members or stockholders of the undersigned,




(v) any transfer of shares of Securities to a nominee or custodian of a person or entity to whom a
disposition or transfer would be permitted under this lock-up agreement,

(v) as a forfeiture to the Company of shares of Securities to cover tax withheolding obligations upon the
vesting of restricted stock umits and other equity based compensation granted to the undersigned
pursuant to any employee stock option plan existing on the date of this Lock-Up Agreement, or

(v1) to the undersigned’s affiliates (as defined in Rule 12b-2 of the Exchange Act), including, without
limitation, to the undersigned’s direct and indirect stockholders, members and partners and the
undersigned’s direct and indirect subsidianes, or to any nvestment fund or other entity controlled or
managed by, or under common control or management with the undersigned

Notwithstanding anything to the contrary herein, the foregoing restrictions shall not apply to any transactions
effected pursuant to a trading plan entered into by the undersigned that complies with Rule 10b5-1 under the Exchange
Act for the sale or other disposition of Common Stock, provided that such plan does not permut the transfer of any
Common Stock during the lock-up period and the entry into such plan does not require, under the Securities Act or the
Exchange Act, any filing (including, without imitation, any Form 144) to be made, and no such filing or other public
disclosure of such plan 1s made, during the lock-up period

Furthermore, the undersigned may sell shares of Common Stock of the Company purchased by the undersigned
on the open market following the Public Offering 1f and only if (1) such sales are not required to be reported 1n any public
report or filng with the Securities Exchange Commission, or otherwise and (1) the undersigned does not otherwise
voluntarily effect any public filing or report regarding such sales

Notwithstanding the foregoing, f

(1)  duning the last 17 days of the 180-day lock-up period, the Company 1ssues an earmings release or matenal
news or a material event relating to the Company occurs, or

(2) prior to the expiration of the 180-day lock-up period, the Company announces that it will release earnings
results or becomes aware that matenal news or a matenal event will occur duning the 16-day period beginning on the last
day of the 180-day lock-up period,

the restrictions impesed by this lock-up agreement shall continue to apply until the expiration of the 18-day penod
beginning on the 1ssuance of the earnings release or the occurrence of the material news or matenal event, as applicable,
unless Mernll Lynch, Goldman Sachs and Credit Suisse waive, in writing, such extension

The undersigned agrees that, prior to engaging 1n any transaction or taking any other action that is subject to the
terms of this lock-up agreement duning the penod from the date of this lock-up agreement to and including the 34 * day
following the expirauon of the imtial 180-day lock-up penod, 1t will give notice thereof to the Company and will not
consummate such transaction or take any such action unless 1t has received wnitten confirmation from the Company that
the 180-day lock-up period (as may have been extended pursuant to the previous paragraph) has expired




The undersigned understands that, (1) 1f the Company notifies the undersigned and the Representatives in writing
that 1t does not intend to proceed with the Public Offering, or (11) if the Undetwriting Agreement (other than the provisions
thereof that survive termination) shall terminate or be terminated prior to payment for, and delivery of, the Securtties, this
lock-up agreement shall be terminated and the undersigned shall be released from all its obligations hereunder

The undersigned also agrees and consents to the entry of stop transfer instructions with the Company’s transfer |
agent and registrar agamst the transfer of the Lock-Up Securnities except in comphiance with the foregoing restrictions |

Very truly yours,

Signature __

Print Name __




Exhibit C

FORM OF PRESS RELEASE
TO BE ISSUED PURSUANT TO SECTION 3())

REXNORD CORPORATION
[Date]

Rexnord Corporation (the “Company”) announced today that BofA Mernll Lynch and, Goldman, Sachs & Co and Credit
Suisse, the lead book-running managers 1n the Company’s recent public sale of 23,684,211 shares of common stock, are
[waiving] [releasing] a lock-up restriction with respect to  shares of the Company’s common stock held by [certain
officers or directors] [an officer or director] of the Company The [waiver] [release] will take effect on , 20 [no earher

| than two business days after the date of the announcement], and the shares may be sold on or after such date

\ This press release is not an offer for sale of the securities in the United States or 1n any other jurisdiction where
such offer 1s prohibited, and such securities may not be offered or sold in the United States absent registration or
an exemption from registration under the United States Securities Act of 1933, as amended.




Exhibit D

CHIEF FINANCIAL OFFICER’S CERTIFICATE
OF
Rexnord Corporation

, 2012

This certificate 15 being delivered in connection with the Underwnting Agreement dated as of the date hereof,
among Rexnord Corporation, a Delaware corporation (the “Company”), and Mernll Lynch, Pierce, Fenner & Smith
Incorporated, Goldman, Sachs & Co , Credut Suisse Secunties (USA) LLC, Deutsche Bank Securities Inc and Barclays
Capital Inc as representatives of the several underwniters (collectively, the “Underwniters™) identified in Schedule A
thereto (the “Underwriting Agreement”)

Pursuant to Section 5(m) of the Underwriting Agreement, [, Mark Peterson, Vice President and Chief Financial
Officer of the Company, have been asked to deliver this certificate to the Underwriters and, based on my examination of
the Company’s financial and accounting records and schedules undertaken by myself and members of my staff who are
responsible for the Company's financial and accounting matters and my participation in the financial and accounting
affairs of the Company, 1 hereby certify 10 my knowledge and on behalf of the Company (and not in my individual
capacity) that

I have supervised the preparation of the numbers 1dentified on the pages attached hereto as Exhibit A from the
Registration Statement on Form S-1 dated , 2012 for 23,684,211 shares of the Company’s Common Stock, and hereby
confirm that such amounts were derived from the accounting records of the Company and its subsidianes, and that such
information 1s accurate and correct 1n all matenal respects and there 1s no reason to believe any modification should be
made to such information

This certificate 1s to assist the Underwnters in conducting and documenting their investigation of the affairs of the
Company m connection with the offering of the securities pursuant to the Underwnting Agreement This certificate may
be relied upon by the Underwriters for this purpose Without the written consent of the Company (1} no person other than
the Underwriters may rely on this certificate for any purpose, (11) this certificate may not be cited or quoted 1n any
financial statement, prospectus, private placement memorandum or other similar document, {i1) this certificate may not be
cited or quoted 1n any other document or comrmurication which might encourage rehiance upon this certificate by any
person for any purpose excluded by the restrictions in this paragraph, and (1v) copies of this certificate may not be
furmished to anyone for purposes of encouraging such reliance




By

IN WITNESS WHEREOF, I have hereunto signed my name on this __ day of

Name Mark Peterson
Title  Vice President and Chief Financial
Officer

, 2012
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Rexnord Corperation and Subsidiaries

COMPUTION OF RATIO OF EARNINGS TO FIXED CHARGES

Exhbit 12 1

(in Milions)
Fiscal Year Ended March 31,
2008 2009 2010 011 2012

Earnimgs available for fixed charges
(Loss) tncome from continuing operations before mc_()rr_iglz.xiﬁ_ 7_: R : () j}; 00 £ 1186 -$ _(614) @;jlﬁ
Dustributed mc;ome of equity |;vestees B a ) ) — 04 T:’. -
Fixed charges T 2583 2353 1990 1858 1822
Total earnings available for fixed charges 7 $ 2585 % (2657) $ 3180 3 1256 § 2236

. . . . {
_leed charges - ’ o
Interest expensed and capitalized (1) T T s 284y s 2304 $ 1942 § 1808 § 1762
Interest (representative o—f rental e;p;nse) {2y T B 42 ‘4 9 48 50 60
“Total fixed charges ) ‘ $ 2585 § 2353 $ 1990 § 1858 § 1822
Ratio of ear}nngs to fixed ;hx;rges o T i 10 See note (3) 16 Y 12

Fixed charges including amortized premiums, discounts and capitalized expenses related to indebtedness

An estimate of the mterest within rental expense {total rent expense) 33%

No ratio 1s presented for the fiscat year ended March 31, 2009 as the earmings for that penod were msufficient to cover fixed charges by $501 0 million



Name

Envirenmental Energy Company

HL Caputal Corp

Samtary-Dash Manufacturing, [nc

Amencan Autogard LLC
Chase Acquisition [, Inc
RBS Global, Inc

Rexnord LLC

The Falk Service Corporation
PT Components, [n¢

RBS Acquisition Corporation
RBS China Holdings, LLC
Rexnord Funding, LLC
Rexnord Industnes LLC
Rexnord International [nc
Rexnord-Zurn Holdings, Inc
OEL Inc

OEP, Inc

Krnikles, Inc

WM Berglinc

Zurco, Inc

Zurn International, Inc

Zurn Industnes, LLC

Zum PEX Inc

GA Industnes Holdings, LLC
Prager Incorporated

Rodney Hunt Company, Inc
Fontame USA Inc

GA Industnes, LL.C
Autogard Asia Pacific Pty
Falk Austraha Pty Ltd
Rexnord Austrahia Piy Ltd
VAG Armaturen At GmbH
Rexnord NV

Rexnord Correntes Lida

Rexnord do Brasil Industnal Ltda

Rexnord Canada Ltd

Zumn Industnes Limited
Fontaine Industries Ltd
Zurn Asia Holding Ltd

Rexnord Chile Commercial Lintitada

VAG Valves Chile § A

Rexnord Corporation
Laist of Subsidianies

Place of Incorporation

Califormia
Calforma
Connecticut
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Louisiana
Massachusetts
New Hampshire
Pennsylvania
Australia
Austraha
Australia
Austna
Belgium
Brazil
Brazil
Canada
Canada
Canada
Cayman Islands
Chile

Chile

Exhibt 21 1




Changzhou Rexnord Transmission Co Ltd

Falk Shangha: Co , Ltd

Rexnord Conveyor Products (Wuxi) Co Lid

Rexnerd Hong Kong Holdings Lid
Shanghar Dalong Chains Works Co Ltd
VAG Water Systems (Tatcang) Co , Ltd
Jihomoravska ammaturka Spol S ¢ O
Rexnord France Holdings SAS
Fontaine Europe SAS

Autogard Kupplungen Gmbh

MCC Deutschland Kette GmbH
Rexnord Germany Operations GmbH
Rexnord GmbH

Rexnord Kette GmbH

Rexnord GmbH & Co KG

Rexnord Hameln Gmbh

YAG Armaturen Gmbh

VAG Holding Gmbh

Rexnord India Pnvate Limited
VAG-Valves India (Private) Limrted
Fontatne WC Corp Ltd

Autogard haly Srl

Hansen ltalia Srl

Rexnord Flat Top ltaly Srl

Rexnord 1taly Holtdings Srl

Rexnord Marbett 5r!

VAG Valvole [talia Srl
VAG-Valves Malaysia Sdn Bhd
Valvulas VAG de Mexico, S A decv
Mecanica Falk S A de C V
Rexnord Industnat S A deC V
Rexnord SA de CV

Rexnord Asia Pacific Ple Ltd
Rexnord Finance BV

Rexnord FlatTop Europe BV
Rexnord Flat Top Holdings B V
VAG Armatura Polska SpZ O O
000 YAG Amaturen RUS
Rexnord Dutch One C V

Rexnord South Africa Pty

VAG Valves South Afnca Pty
VAG-Valves Middle East Fze
Autogard Holdings Limited

Briish Autogard Limited

Fontaine Holdings Limited

Rexnord Industnes (UK} Limited
Zurn Europe Limited

Fontaine UK Ltd

Falk de Venesuela SA

Chmna
China
China
China
China
China
Czech Republic
France
France
Germany
Germany
Germany
Germany
Germany
Germany
Germany
Germany
Germany
[ndia

India
lreland

laly

ltaly

Italy

Italy

ltaly

[taly
Malaysia
Mexico
Mexico
Mexico
Mexico
Singapore
Nethertands
Netherlands
Netherlands
Poland
Russia
Netherlands
South Afnca
South Africa
UAE

UK

UK

UK

UK

UK

UK

Venezuela




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements pertaining to the Rexnord Corporation 2006 Stock Option
Plan {Form S-8 No 333-180434) and the Rexnord Corporation 2012 Performance Incentive Plan (Form S-8 No 333-1804350) of our
report dated May 9, 2012, wath respect to the consohdated financial statements and schedule of Rexnord Corporation, included in this
Annual Report (Form 10-K) for the year ended March 31, 2012

/s/ Emst & Young LLP
Milwaukee, Wisconsin

May 9, 2012




a)

b)

<}

4}
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a)

b)

Exhibit 311
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

[, Todd A Adams, President and Chief Exccutive Officer of Rexnord Corporation, certifies that
[ have reviewed this annual report on Form 10-K of Rexnord Corporation,

Based on my knowledge, this annual report docs not contan any unirue statement of a matenal fact or omit to state a matenal fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not musleading with respect to the persod covered by this
annual report,

Based on my knowledge, the financial statements, and other financial nformation included 1n this annual report, fairly present n all matenal respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the penods presented 1n this annual report,

The registrants’ other cerufying officer(s) and [ are responsible for establishing and mantaiming disclosure controls and procedures (as defined 1n
Exchange Act Rules t3a-15(e) and t5d-15(¢)) and mtemal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(£))
for the registrant and have

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that matenial information relating to the registrants, including their consohdated subsidianes, 15 made known to us by others withun those
entities, particularly dunng the pertod tn which this annuat report 1s being prepared,

Designed such internat control over financial reporting, or caused such internat control over financtal reporting 10 be designed under our
supervision, to provide teasonable assurance regarding the rehability of f{inancial reporting and the preparation of financial statements for
external purposes 1n accordance with generally accepted accounting principles,

Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented m this reperi our conclustons about the
effectiveness of the disclosure controls and procedures, as of the end of the penod covered by this report based on such evaluation, and

Disclosed 1n this report any change in the registranis’ internal control over financial reporting that occurred dunng the registrants’ fourth fiscal
quarter that has materally affected, or 1s reasonably likely to matenally affect the registrants' internal control over financial reporting, and

The registrants’ other certifying officer(s) and 1 have disclosed based on our most recent evaluation of internal control over financial reporting, to the
registrants’ auditors and the audit commuttee of registrants' board of drrectors (or persons performing the equivalent functions)

All significant deficiencies and matenal weaknesses m the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrants’ ability to record process, summanze and report financial information, and

Any fraud, whether or not matenal that imvolves management or other employees who have a sigmificant role in the registrants’ intemal control
over financial repornting

Date May 9 2012

By

Name
Title

/s/ TODD A ADAMS

Todd A Adams
President and Chief Executive Officer




a)

b}

¢}

d}

a)

b}

Exhbit 31 2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Mark W Peterson, Semor Vice President and Chief Financial Officer of Rexnord Corporation, certifies that
[ have reviewed this annual report on Form 10-K of Rexnord Corporation

Based on my knowledge, this annual report does not contain any untrue statement of a matenal fact or omit to statz a matenal fact necessary to make
the staternents made, in hght of the circumstances under which such statements were made not musteading with respect to the period covered by this
annual report,

Based on my knowledge, the financial statements, and other financial nformation included 1n this annual report, fairly present 1n all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the penods presented 1n this annual report

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(¢) and 15d-15(¢)} and 1nternal control aver financial reporting (as defined m Fxchange Act Rules [3a-15(0) and 13d-15()
for the registrant and have

Designed such disclosure controls and pracedures, or caused such disclosure contrels and procedures to be designed under our supervision, to
ensure that matenal information relating to the registrants, including their consohidated subsidiarnes, 15 made known to us by others within those
entities, particularly dunng the peniod 1n which this annual report 1s being prepared,

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 rehability of financial reporting and the preparation of financial statements for
external purposes i accordance with generally accepted accounting pnnciples,

Evaluated the effectiveness of the registrants’ disclosure controls and procedures and presented 1n 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

Disclosed 1n this report any change in the registrants’ interntal control over financial reporting that occurred duning the registrants' fourth fiscal
quarter that has matenally affected, or 1s reasonably likely to matenally affect, the registrants’ intemal control over financial reporting, and

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 commuttee of registrants’ board of directors (or persons performing the equivaient functions)

All sigmificant 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 financtal information and

Any fraud, whether or not matenal, that involves management or other employees who have a significant role 1n the registrants’ internal control
over financial reporting

Dale May 9 2012

By
Name
Title

s MARK W PETERSON
Mark W Peterson

Semor Vice President and Chief Financial Officer




EXHIBIT 321

CERTIFICATION

Pursuant to 18 United States Code § 1350

Each of the undersigned hereby certifies that the Annual Report on Form 10-K for the fiscat year ended March 31, 2012 of Rexnord Corporation (the
“Company™) filed with the Secunities and Exchange Commission on or about the date hereof fully complies with the requirements of section 13(a) or 15(d) of
the Secunties Exchange Act of 1934 and that the information contained 1n such report fairly presents, 1n all matenal respects, the financial condition and

results of operations of the Company

Date May 9, 2012

By i TODD A ADAMS
Name Todd A Adams
Tile President and Chief Executive Officer

Date May 9, 2012

By /sf MARK W PETERSON

Name Mark W Peterson

Title Senior Vice President and Chief Financial Officer

This certification accompanies the Annual Report on Form 10-K pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed
filed for purposes of Section 18 of the Securities Exchange Act of 1934, as amended A signed onginal of this written statement required by Section 906 has
been provided to the Company and will be retained by the Company and furmshed to the Secuntes and kxchange Commission or its staff upon request




